
0 LCH.CLEARNET 

VIA EMAIL TO: SUBMISSIONS@CFTC,GOV 

December 13, 2013 

Ms. Melissa Jurgens 
Commodity Futures Trading Commission 
1155 21st Street NW 
Three Lafayette Centre 
Washington DC 20581 

RE: Changes to LCH.Ciearnet limited's Rules and Regulations in relation to margin-taking, payment 
netting and dose-out netting 

Dear Ms. Jurgens: 

Pursuant to §40.6(a) of the Commission Regulations, LCH.Ciearnet Limited ("LCH.Ciearnet"), a 
Derivatives Clearing Organization registered with the Commodity Futures Trading Commission ("CFTC"), 
hereby submits proposed changes to its rules pursuant to Commission Regulatibn §40.6. As deta iled 
more fully below, LCH.Ciearnet proposes to Implement the changes to its rulebook with effect from 
December 31, 2013. 

Part 1: Explanation and Rationale for the Amendments 

LCH.Ciearnet is planning to make clarificatory amendments to certain provisions dealing with, or 
impacting on1 margin-taking, payment netting and close-out netting. The intention is to increase 
transparency as to how the LCH.Ciea rnet collateralisation mechanics work with the benefit that the 
relevant provisions wou ld support Clearing members to obtain robust legal and accounting opinions for 
accounting and regulatory capita l purposes. These legal and accounting opinions will be required before 
the entry into force of new regulatory capital requirements (and clarification of accounting principles) 
on January 1, 2014. 
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These changes will not lead to any change In practice at LCH.Ciearnet (operational or otherwise) and are 
intended to codify LCH.Ciearnet's legal rights or obligations as they are generally understood in a 
manner which allows for greater legal certainty and which will the refore support the provision of the 
legal and accounting opinions noted above. 

Part II: Amendments to the Rules & Regulations of LCH.Ciearnet 

The changes described above are reflected in changes to numerous provisions of each of the following 
documents, as explained on the document "Rule book Matrix", which is attached as Appendix A-1: 

• Genera l Regulations at Appendix A-2 
• Section 1 of the Clearing House Procedures at Appendix A-3 

• Section 2C of the Clearing House Procedures at Appendix A-4 
• Section 2E of the Clea ring House Procedures at Appendix A-5 

• Section 2G of the Clea ring House Procedures at Appendix A-6 

• Section 2K of the Clearing House Procedures at Appendix A-7 

• Section 3 of the Clearing House Procedures at Appendix A-8 
• Section 4 of the Clearing House Procedures at Appendix A-9 

• Section 8 of the Clearing House Procedures at Appendix A-10 
• Section 10 of the Clearing House Procedures at Appendix A-ll 

• Default Fund Rules at Appendix A-12 
• Default Rules at Appendix A-13 

Part Ill : Certification by LCH.Ciearnet 

LCH.Ciearnet certifi es to the CFTC, in accordance with CFTC Regulation §40.6, that the planned cnanges 
comply with the Commodity Exchange Act and the CFTC Regulations promulgated thereunder. 
LCH.Ciearnet fu rther certifies that, upon the submission of this material, in compliance with §39.21 of 
the Commission's regulations, LCH.Ciearnet will post a notice of pending certification with th e CFTC and 
a copy of the submission on LCH.Ciearnet's website at 

http://lchclearnet.com/rules and regulations/lie/proposed rules.asp 

Part IV: Compliance with Core Principles 

LCH.Ciea rnet has concluded that its compliance with Core Principles would not be adversely affected by 
these changes. The changes reflected herein will ensure continued compliance with the Core Principles 
and specifically with 

Part V: Opposing Views 

There were no opposing views expressed to LCH.Ciearnet by its governing board or committee 
members, members of LCH.Ciearnet or market participants that were not incorporated into the planned 
changes . 
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Certification 

lCH.Ciearnet hereby certifies to the Commodity Futures Trading Commission, pursuant to the 
procedures set forth in Commission rellulation §40.6, that the attached rule submission complies with 
the Commodity Exchange Act, as amended, and the regulations promulgated thereunder. 

Should you h~ve any questions regarding this submission please contact me at lav.tyer@lchclearnet.corn 

Sincerely yours, 

Jay tyer, Chief Compliance Officer 
LCH.Ciearnet Umited 

cc: Shawn Durrani, CFTC 
Julie Mohr, CFTC 
Susan Milligan, LCH.Ciearnet 
Julian Oliver, LCH.Ciearnet 
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Exhibit A-1 
Rulebook Matrix 



Rulcbook Matrix: Explanation of Changes to the LCH.Cle!!m er Limited mlebo!lk. 

Ruleb ook Reference: - - - Explanation; 
D e finitions: 

Account Assets Deleted 
A$~ncintcd Account Assets Deleted 
Applied Collateral Excess Proceeds New definition 
Associated Collateral Bnlance New definition 
Ck':lring House Applied Collateral New definition 
Clcarin.ll House Current Collatcml Ralnnce New definicion 
ClcurinE House Returned Collateral New definition 
Clearing Member Applied C:ollntcral New dcfinicinn 

Clearing Member Current Collarernl B:tlnncc New definition 
Clearing Member Rctmnt:d Collaternl New definition 
Collateral New ddtnitinn 

D eed of Chan~e New definition 

House l!.xccss New definition 
Required Mnr11.in Amount New definition 
Carrying Clt-nring Member Amended Definition 
cover Amended Definition 
Cmss-Mar~nin1r A11.rccmcnt Amended Definition 
Individual Scgre~:arcd Accounr Balllnce Amended Defmition 
initial mar~n Amended Definition 
margirl 1\mt'!lderl Definition 
Omnibu~ Net Scp,rc~>atcd t\ ccounl lhlnnce Amended Definition 
Receiving Cleruing Member /\mended Dcfmicion 



Sw:~pCic:tr ClcnrinJC\ 1\grccmcnr t\m~'!ldcclDeflnition 

vnria tion margin !\mended Defini tion 

Regulation 4: Clearing Member Status of the Clearing H onse 
tl (c) Changes rcfer(.'flCC to "c1wcr furnished" tn "Cullateraltr~nsfcm.•ll". 
Regulation 5: Accounts 
S(i) Restricts a Meml>cr from setting off amounts it (liVC$ to I .CH under n 

391\ termination ng.1.i.nst the rtmuunt owed by J.CI Ito it in respect ofi1s 
Contributions to the Default l•'und and cbrifies •cgn>g.Hiun hcrwccn 
differt:nt account rvt>es. 

Regulation 9: Registration 
9 (b) Clari l)•ing tb~t Collateral is taken by way of transfer to LCI I in 

sadsfaction of marll,in obligations. 
9 (c) Clarifying that Collnteral is taken by way uf transfer to Lc:J I in 

satisfaction of margin obli~>ations. 

Regulation 10: Trading Information 
10 Cbrifying that Collnteralls taken by way nf tran~fcr to LCIJ 111 

satisfaction of maq,•in obli~>ntions. 

Regulation 12: Margin and Collateral 
12 (:1) \.lnri fying that Colla tern lis taken by W:t)' of hans fer tn J.Ci l in 

srttisfaction uf margin obtiJ,.>ntion~. 

12 (b) Clil.rifyinr, I hat C:oll:llcral is taken by Wll)' of transfer tu LCII1n 
sntisfnction nf mnrgin obligations. 

'12 (c) ClarifYing that C:ollntcral is taken by w:l)' of tnmsfcr 10 I.CI I in 
sati~faction of margin obligations. 

12 (d) Clarifying that Colla tern I is tllkcn by wa>' of trnnsf~r to LCH in 
sntisfaction of mar~in oblill.'~tions. 

12 (g) Clnrifying that Collateral is taken by way of transfer to J.C! I in 



satisfaction of mart!in oblig-~tions. 

12 (h) Clarifying rh:H Coll:~tcml is mkcn by way of trnnsfer to LCH in 
S11tisfnction of mu~ oblis,-:~tions. 

12 Q) Cl:1rifying what type~ of Colbtcral arc ~ubjccr to an accommodation 
charge. 

12 (J) Amend in~ so that rh~ new defined term "Coll:ucral" is mcd a~ 
npproprinw. 

12 (I<) Clarif)~ng that C:ollarcr~l is taken by way of tmn~fer tn LCH in 
sarisfaction of lli:II"V,in obli~1 tion~. 

12 ~) Clnrif)'ingthat the rc.lcasc or return of excess C:ullaternl is dt.-:ah with in 
accordance with the ProCl:durcs. 

12 (m) /\mending so th:tt the new defined rcnn "Collatcml" 1s used a~ 
appropriate. 

1?. (n) Increasing the ~ccnario~ in which a Mc;mbcr may nsstgn or tmnsfcr it~ 
right to the r<:turn of cnsh Collateral or Contribution~, to include wlwrc 
such assignment nr tram fer is eXJ>ressh• cuntemplated [n the Rulcboolt. 

12 (o) Clarifying tlmt Collateral i~ taken by way uf transfer ro LCi l in 
sattsfnction of m:~rron oblillQrions. 

12 (p) Aid to constmction- Collateral 
12 (q) Aid to construction - transfers of Collateral 
12{r) Aid to construction - holding and rentm of Collateral 
12 (s) Aid to construction- in-£light Collntcrnl 
12 (t) Dmws out more clearly the nhlignrion to rcntrn Collnternl on termination 

of mcmbct:~hip_ 
12 (u) Provides for the accelemciun of obligation~ in order to ennhle ~ct -uff. 

12 (v) Provides for the accclcrarion of obliP,IItions in order to enable $CI-off. 
Regulation 15: Daily Seulement or Marking to Market 
15 (a) Dtnws the di~tinction hctWCl"ll settlement 111 mnrkcr/marking tC> market 

of CIJillrncts and collatcralisarion of conrracts. 



15 (b) Draws th<• di~tinction between ;;cttlemt•nt to m~rkct/ 1)1:1rking to m11rkct 
of contracts and collntcmli~:uiun uf conto•cts. 

15 (c) /\ mended to clarify that:(~ $Cttlcmcnt amounts io f:n-our uf the denting 
m<·mbtr bccnmc p~rt of the Ctlrrcnt collatcmJ bnlaiJCC when: they arc 
credited to the mcmbcr'N account rather than being paid out dir<·ctl)•; and 
(i~ :tny relevAnt crcdtts c~n (unlcs~ p:~id out or uthcrwi~c used) be used to 
conr future settlement :unoun~ in the clc:u·ing house'~ r~vour, lc:11'ing 
the clearing member with nn ubli~tion t<> pnll'ide nddilionnl cash only to 
cover the ~hurt fall (if all)'). 

Regulation 16 : O ther Modes of Settlement a nd Rev.tlua tiou 
16 Dmws the distinction between sctdcml'llt to mnrkct/mnrking to market 

of contrnctl' and collatcralisnrion of contmcts. 
Re~ulation 24: Collateral in Event of a C la im 

24 O arifying that Collnrcrnl is tmu~fcrrcd ro LCII in snlisf.~crion of margin 
nbli~tion~. 

Rel!ula tion 39A: Net tine 
39A (n) Mnkcs clear rhnt a 1\IL'tTlber cnn c.~crcisc irs righcs under 39A(c) if LCII 

fails to delil'cr an asset within the specified period. 
39A(c) Amending_ ~wss tcfercnccs. 

391\ (ll)(lii) lt explicit ly stmcs that upon the nccltrrcncc of a T<:nninarion Dare, an)' 
cn~h Colbwral balance held b)• the Clc:~ring llma~c :uHJ/ or the 1\•lcmbct· in 
rcspt:ct of I he other party's initial margin and/or l'nrintion rnnr1,oin 
nbligauons bewme~ immcdintcly due and papblc 10 the exrcnr nut 
11ln:ady due and pn1•ablc. 

39/\ (U)(Iv) lncurporares the paym~nt flows rcfcJrcd to in 39/\ (tl){iii) (including-rlwsc 
that were nlrcndy dnc and payable before rhc upcmti~~n Clf 39J\ (d)(iii) into 
the calcnbtion uf the Terminat1on i\mtnlllr. 

39/\ (d){v) It specifics that a scpnmtc net 11mounr is cnlcuhted in respect of each 1St\ 
nnd Net OSA, the rotality uf contmcts in cli<'lll acct1Unt5 which aren't an 
lSJ\ or Ner OS/\, and rhc Mtmbcr's Propl1cta ry Account. 



391\ (d)(vi) Amend$ cross reference$ 

39A (d)(vii) Amends erOS$ referenCe$ 

39t\ {e) Scrs out the rights of a dcf.~ulting Memher in the cvcntthnc I,CII nlsu 
dcf.1ults on its payments in re~pect nf that Member or become.< in~oh·tnt 
under 39A. 

Regulation 398: Distribution of Asscls 
39B (a) Clarifyinv. how ~sstls are 10 be distributed on n dcarin1;housc insolvency. 
39B (b) Clarifying how m<sers :rre to be di~tdbured on a clent1ng hou~c insoh•cncy. 
Regula lion 41: Transfer of Contmcts on the terms of a Linked 
Exch an g e Contract 
41 (c) Clarifying thut Collaccml is taken by way of tran~fcr to I.Cil in 

satisfaction of margin obligations. 
Rclrlllation 43: Co llalesal 
43 Clarifying that Coll:ucml is tah-n by way uf tran$ft.•r to I.CI I in 

Jatisfaction uf mnrgin obligations. 

Rcgt!lation 47: Rcgi_s tration o f SwapCiear Contracts 
47 (d) Clarifying that Collatcml is tnkcn by wny uf tr:\nsfcr to LCII in 

~arisf.1crion of margin obli).,oatiuns. 
47 (g) Clarifying rhat Coll:ucral i~ taken by way of transfer to I.Cllu1 

~ati~fnction of margin oblil.,>:uion~. 
48 (b) t\mcndingn reference to "Sw~pl.lc~r Client Clearing Bu~ine~~" ro 

"SwnpCicar Clcnrtn~ Client Bu~ine~s" 
48 (c) /\mending a reference ro "cover" ton rcfc:rcnc.: ro the new term 

"Collntcrnl". 
Rcgt~lation 48A: Termination by Aulomatcd Service 
481\ (J) /\mending a rd'c1·cncc to "mmgin" ton rcf,•rencc to the new tenn 

"Collateral". 
Regulation 50: Collalerali~ation o f Swa~Cicar Contracts 
SO (a) Clarifying that VM i~ paid by w-..y of twu-wny collntct-alisnrion and 



prO\·idin~ for rek'\·nnt cilculntions nod pnjrmerlt netti ng armooj.'crocnr~. 
50 (b) Clndt)'ins thnt Vl'vl is paid b)• way of two-w:oy collatcmli~·mion and 

_prnvidinJI for relevant calculation~ 11nd paj•mcnt netting arf:lngcmcnt$. 
50 (c) Cbrif}•ing rh~t \'~I i$ pnid by way of rwo-IVII)' colbtcmlisntillol ant.! 

pr01·idinv. for rdt'\':0111 calculation~ :111tl pn\'mcnt netting arranJ!cmcnl~. 
50 (d) Clarifying rhat Vtvl is paid by wny vf two-w:t)' cullarcmlis~riun and 

providin11 for rclc.•ant calcul:oriuns ant! Jllll'mcnt ncttinJ( amuogcont,nt~. 

50 (c) Clarifying that VM is paid l>y way o)ftwo-wny collatcrn l~<ntiun and 
_provtdin11 for relevant calculation~ und paymcllltu!tting arr.lflJ.tl.'ftlcnts. 

ReJtUlation 52A: SwapClca r Clearing Client Bus iness 
52A G) Amending references t<l "provide'' and "pro\'idcd" to rcfcrciiCC~ 111 

"tran~fcr" and "rrnnsfcrred", in order to dmify that Cnllarcml is 
tmn~fcrred In J.Cll by the Member. 

Regula tion 52B: Default Managemen t in resp ect ofSwapCicar 
Clea ring Client Bus iness 

52B (c) Sets our the ~c::tion~ talwn in respect of the Cle:u:1ng I louse Current 
CollMer:tl lhlnnce.• of the Dcf:mltlng SCM and the lhckup Ck:oring 
Member· upon the tr:tns fcr· ur closing our and n:opcning (as applicable) of 
Rek•1•nnt Cnntrncts when porting ISI\~~irions on a Member Default. 

52B (d) Set~ out the accion~ rnkcn in respect of the. Clearing I fou~c Currt'nt 
Collateral Bahtnccs of the Defaulting SCtl•l and rhc Hacl<up Clearing 
l'l•lembcr upon the tmn~fcr or dosing our and reopening (as applicable) of 
Rdc1•ant Contmcts when r>orrin_g OSA po~itions on a Member Dctinth. 

Regulatio n 52C: T rans fer 
52C (b) /\mending rdt·rcnccs co "t\~suciatcd t\ccuunt t\s,;cts" tu "i\~~ociatcd 

Colhtcral Balnnct•" and "ccwcr" to "C<IIiatcr:U''. 
52C (c) 1\ mcndint~ references 111 "A~socintctll\ccoun t i\ssccs" to "Assucintctl 

Cnllntcml P.alnncc" and "con·r" to "Collntural''. 
52C (d) Clarifyin!l that Collarcml is taken by way nf tr.Ul$fCr to J.c:l r in 

snrisfpctiun of margin oblih-.u:inns and updm11lg terminology. 



52C (c) /\mending rcfcrcnc~~ to "t\~soctnted Account As~et~" to "i\~~odated 
l.nll:ncl';l) fhl:~nce" 1111d "cm•ct" to "Colbtcml". 

52C (f) t\mcndmg reference~ to "1\ssoch\lcd t\ccoum 1\~scts" ru "i\~suciatcd 
l.ollater:~l Balance" ami "cover" to ' 'Cullatcral" nnd clarif)'i"l\ that 
Collatcml is transferred to J .CII in ~atisf:tcrion of mnrJ!in obliJ;.thort~. 

52C (h) Sets our lhc :tctions rnkcn in tcspcct uf the Cle:tring llott ~c Current 
Colla tcml Balances uf the Cnrrying Clearing Member and the Rcccil•ing 
Clearlnt: l'vlembCJ· upou the trnnsfcr of Relevant SwapCiear Conlt1ttls in a 
nun-Def.1uiL scenario. 

Regnlation 58: Daily Margining o f RepoCiear Contmcts a nd 
R e poCicar GC Contmcts 
58 {a) Clarifying th:tt Coll:l!crnl i~ mken by Wa)' of tr.tn~fcr to LCH in 

~atisfaction of mar~-in ubli~;.~tiom. 

58 (b) Clarifying th:tl Cullat~t·nl is takcrt b)• Wll)' of trnmft•r tu I .CI l in 
sntisfacoon of margin obligntiont~. 

58 (c) C:brifying th~r Collnt,~ml i~ taken by wny of tmn~fcr to I.Ci I in 
satisfaclion of margin oblignticms. 

58 (d) C:htify1ng that Cullateml i~ rnkco b)' way uf troMfer ro I ,CII in 
satisfaction of mariOn oblig:ttions. 

Ree-u lation 59: D elivery (or Othe r) Paihucs 
59 (b) Chan~~ng rcfcrtncc tu "wvcr" to "Collatt•ral" and clarifying df'afLing. 

SCH E D U LE TO T H E REt>OCLEAR REGULAT IONS 
Part A 2.2 Changing rcft-rt'n,.., to "cover" to "Collatcr:1l" and cl:1rifyinp, drafting to 

make dear that Coll:ucrnl is tmmfcrrcd. 
Pnrt E 3.1 Changing reference w "cover" tn "Collateral" nnd clarifying dmfting to 

mnke clear d1a1 Collntcral is ttnnsfcrred. 
Parr C 3.1 Changing reference I!) "clll'cr'' lo "Colhucrnl" :tnd clarifying dmfting to 

make clc:u- tlmt CoUater:~l is tr:msfcrred. 
Rc,rl11tion 64: D elivery (or Other) F ailures 



64 (b) Changing rt!fctcnce It> "cover" to "Coll~tcral" and dari tiring drafting. 
RC!!'Ilation 78: Delivery (or Othc.t) Ftiilurcs 

78 (bl Ch:~ngingrefcrcnc:c to "cr>l'cr" to "Collateral" and clarifying drnfting. 

Regulation 81: Cancellation, variation etc of T urquoise 
Derivatives Cleare d Exchange Contracts 
81 (b) Ch~nging reference 10 "cover" to "Cnll<~tcml" and "furni~hcd" In 

"tmn~fcr-rcd". 

Rej!ulation 88: Introduction no d Application 
88 MMbrin and Collntcral Changin~; heading "M:u~:in and cm•cr for mnrgin" to ''Margin and 

Collateral". 
Regulation 89: Prescnmdon, a llocation o f HKME x Transactions 
a n d rel!iStrarion of HKMEx Contrac ts 
89 (h) Chnnging ref,~ renee to "cm•cr for mnrh~n" 10 "C:ollat<rnl" and 

"'fl,n\ishir_,K_' to "tr.ttlsfcr,. 

Rcglllation 92: Introduction and Application 
92 Maq,>in nod Collateral \.llunginl\ heading ''Margin ;~nd Cf>I'Cr for nmrgin" 111 "Margin nnd 

Collateral". 
Regulation 93: Presen tation, Allocation o f Nodal T ransactions 
and Re gistration ofNod11l Contracts 

93 (c) Changing reference lo "clli'CI' for margin" 10 ' 'Collatcml" and 
"furnishing" w "lnmsfer". 

R~ulation 97: NYSE Liffc ClcMinl!' Membership 
97 Mnrgin nne! C:oUatcrnl Changing ht::~ding ''M,1r!~ll 1u1d cu,•cr for margin" ro "Mnrgm and 

Collnteml" and dmnp,ing reference to "cm•(r fur m:~rgin" to "CClll:llcral". 

R~_llution 103: A{lplicntion ofForcxCicar Rcl!'llations 
103 Margin and Collatcrnl Ch:tnging hrndin~: "Mnrgin nnd co,·t:r for margin" 111 "!VInrgin :mel 

Collateml". 
103 (m) lncludinll reference ro Rcgularlon 16. 
103 (p) Ch:~rtging rdt•rcncc lo "M:1r1?n nnd Ccwtr for r-Jnrgin" tn "r.largin and 



Cnll:ueral". 
Re~tulat ion 104: Re~tistr.ulon o f Pocc:xClcar Contracts 
104 (g) Clarifying tlrnfring including reference tu Cull:ucrnl and chnnging "p:1id" 

to "p~u,-idcd". 
Regulation 106: Cancellation of PorexClcar Contracts 
106 (i) Changing "marwn" ro "\..ollareral". 
Regulation 108: Variation Margin 
108 (a) Cllu-ifying th:\1 Collateral i~ tnkcn by way of tran~fcr 1<1 I.CJ I in 

sarisfnction of margin oblignriuns. 
'I 08 (c) Clarifying th~t Colla tern I is t:tken by wny of tmn~fcr co I .Cll in 

satisfaction of margin obligations. 
108 (d) Clarifying that Cotlatc.r:tl i~ rnkcn by IW)' of tran~fcr to I.CI I i.n 

satisfaction of margin obligations. 
Regulation 110: Introduction and Application 
1'10 Margin and CoUatcr:tl Changing heading "Margin and co1·er for margin" m "lvlargin nnd 

Cotlarcral''. 
Regulation 111: Presenta tion , Allo cntion o f NLX Transactions 
a nd Re~tistmtion of NLX Contracts 
111 (c) Changing reference to "cover ft>r margilt" tu "Cvllatcral" nnd 

u(urni~hi~g, fO ''transfer\ 
DeJilult Ru.le!i - "" .. 
3 Including_ cross reference. 
5 (a) Tidying change~ to cbrify drnfring. 

6 (e) Drnfring is amended to make clenr thnt C:ollarcrnl is taken by way of 
transfer. 

6 (h) Drafting iR amended to rnnke clear th:ct Collateral is taken by wny of 
tntnsfcr. 

6 (s) Amt.'flded to clarify relationsh ip between Service-specific pro\'isions in 
Reg. 52B ~tnd the DMP 1\nncxcs and the more J..>encrnl provisions in 



Ocf.'lult Rule 6 
8 t\mended to clarify the interaction between Rules 6, 8 and 10. 
8 (b) Am~~1ded to rcnect new defined terms 
8 (c) Amended to enable ~cr-offbctwccn c:tsh collateral balances held hy either 

party nbscnt any net wmpll)'able under Rule B(b). 
8 (c) "col'cr" ch\\ng1'd ro "Collateral". 
9/\ (c) "cm•er'' changed co "Collaccml" and ch:tngcs ro drnfring to clarify how 

collateral is held by LCll. 
9/\ lO(d) "coYer" chanAcd to ''Colhlleral''. 
SwapCicar DMP Annex 

1.3 Tidying changes to clari fy drafting. 
2.3.1 Additiona l text expanding on thc aims of aucticming the 1\uct:ion 

Purcfolios, spccillolly, c~tablishing etjuil•nlcu t pusirions with Non-
Defaulting ::>CMs and cst:tbli~hiJ1g the net vnluc of the SwapC:kar 
Contracts. 

2.3.5 Clarif)•ing l:tng113{,'C· 
2/1.2 Amending cross rdcrcnccs. 

4.1 Clarifying ln.ngnage. 

4.2 Drafting is amended w make clear that Collateral is taken by way of 
tmnsfer. 

ForcxClear DMP Annex 
'1,3 Tidy_ing changes to clarifydmftUt£. 
2.3.1 Additional text expanding on the ninH of auctiCining the i\uction 

Portfolit)S, specifically, establishing cquiv~lcnc pOl'itions with Nun-
Defaulting SCMs and establishing the net value of the SwapCie:1r 
Contr.tcts. 

2.3.5 Cbrifying lnns,•tmge. 
2.4.2 Amending cross references. 
2.5.2 J\m~'flding_cross references. 



2.6 Clarifying language. 
4.1 Cl:1rifying lanl,'llilj,>c. 
4.2 Drafting i~ amended to make clear that Collateral is taken by wa)' of 

rr.m~fc:r. 

ForcxCiear DMP Annex Definit ions 
Margin Cover Amending cro~s rcfcn . .-nce. 
RcpoCicnr DMP Annex 
2.3.6 Clarify_inK lnng~oage. 
3.2 Drafting is amended to make clcnr tl1at Collarcra1 i~ taken b)' wa)• of 

transfer. 
D«;Canlt Fund Rules . 

- _r-
. 

General Definitions: 
Rep_oC1car Additional Pn)•ments Cap_ Amended Definition 
General Provisions: 
16 (n) Clarifying lang1.tngc. 
16 (c) Clari_fying1nngua~ 

16 (i) Clarifying langua),>e. 
23 (a)0) L:mguagc added to tie in with tbc new Rcgubtion 39A(e), which ~cts out 

the rights of a defaulting Member in the cvcnr that LCII also defaul t':< on 
it~ payments in rc~pccr of thnt· Member or becomes in~olvc:nt under 39A. 

33 Clari fyinp language. 
35 Drnfring is amended ru make clcnr that Collateral is taken b)' way of 

transfer. 
ForcxClear Default Fund Supplement 
F2 (d) l.l:u:ifying language. 
1'3 (c) Clruifyingbn)l'mgc. 
F11 (b) C.htrifying language- rclaring to the return of Colla tern!. 
F11 (c) Clarifying language rclati.ng_ ICI the retllrn of Collntcral. 
Ft l (11) Clarifying language relating lo the return nf Collate mi. 



F13 Correc1ing 1ypo. 
ForcxClcar Definicions 
Cnsh Pa)rmcnt Type 1\rnentled Dcfiniticm 
L:tst CaU Prior to Default Amended Definition 
Loss Dis1ribution Day /\mended Definition 
SwapCicar Default Fund Supplement 
S2 (g) Clarifying lan!•uagc. 
S2 (o) Corrccling 1ypo. 
S3 (c) Clarifying bnJllragc. 
S ll (b) Clarifying lanb'llagc rcl:1ting to 1hc return of Collalc1'11l. 
Sll (c) Clarifying lan),'llngc rcl:ating to the return of Colla tern I. 
s 11 {h) Cbrifying lanJllmgc rcla1ins: to the return of Coll:\ternl. 
Sl2 (b) Correcting typo 
Swa{l_Ciear Definitions 
Cash Payment Type Amended Definition 
Lnst Call Prior to Dcf.•tult Amended Definition 
Loss Distribution Day Amended Definition 
Rcp oCiear Default Fund Supplement 
R'l Clarifying lanj.,'llagc. 
R2 {c) Clarifyin!{ bnguage. 
R2 {k) Clnrifying language, including making clear that C:ullaternl i~ taken b)' way 

of unn~fer. 

R3 (b) Clarifying hm{,'llagc. 

R11 (b) Cbrif)•ing l:u•gu:1gc relating ro the rctlll'O of Collateral, 
R ll_(c) Cl:1rifyinv lanj.,'UII!,>C relating to rhe return of Collateral. 
R11 (g) Clnrifying language relating to the rctum of Collateral. 
Rl2 (c) Correcting rypu. 
RcpoCJcar Definitions 



i\ddit1onal Margin Amended Definition 
Last l.aU Prior to Defauh Amend,~d Definition 
Loss Distribution Day Amcmled Definicion 
RCM Cash Payment 1\mended Dcfinitiun 
Commodities Defau lt Fund Sup~lemeot 
C3 (b) Clarifying language 
C10 (c) Cl~rifyinJ11nnguage relating to the rc:turn of Collateral. 
C10 {c) Clarifying langt•:•ge relating to the rct'llrn of Collatcrnl. 
C1 0 (j) C larifyinj11ang~mgc rdarinj:\ m chc rcmru of Coll:ltcrnl. 
Commodities Definitions 
Loss Distribution Dny t\ mended Definition 
Equ ities Default Fund Supj>lcmcut 
E3 (b) Clarifying langtmgc 
E10_(cl_ Clarifying l:mgungc rdating_to the rerum of Colla teral 
ElO (d) Clarifying hlfl!,'llaj.,>e relating ro the rcn1rn of Colbrcrnl 
lllO (i) Clarifying language relating tu the return of Coll.l!cl'lll 
Equities Definitions 
Loss Distribution Day Am<!ndcd Definition 
Listed Interes t Rate Default Fund Supplement 
L3 (b) Clarifying language 
LtD (c) Clarifying l:mj..'ll:tl,>e relating to the rcmrn of Collateral 
LlO (d) Clnrifying langu:tge relating to the rcmrn of Collateral 
L10 (i) Clarif1•ing langttaj.,>c relating to the return of Colla rem I 
Listed I nterest Rate Defmitious 
I .oss Distribution Day Amended Definition 
Procedurel 
Misc. Reflecting changes ro defined term$ (e.g. "Collateral" instead of ''covcr'') 
Misc. Clarifyin)! language making clear th:H Collateral i~ t-:tken by w:ty of tr.tn~fer 



Misc. Minor consCtiucnt1al :md tidring_ changes 

Procedme 2C ~ ~ -

2C.3.2 Chnngin~ reference to "col'er" lo "Coll~ t<:r"l". 

2C.3.3 Drnfting i~ ~mended to make clear that Collateral i~ taken by wny of 
transfer and also to introduct- the tl.!rm "Cl<:arin!l Mt•mbcr Curn·nt 
Collnteral lhlunn·". 

2C.3.5 Dmfring is nmentlcd to m~ke clear that Collateral is taken by way of 
transfer. 

2C.3.6 References to "cover" chan(lcd to "Cnlhtrcral" w clarify drnftin)(. 

2C.3.8 R<:fcrencc to "cover" changed to "Collateral" to clarify drafting. 

2C.6 (]arifying th:u \•ariari(m margin is provided by way of collatcralis;ttioll 
rather than scnlcmont . 

2C.6.3 l.lnri fying language, including changing "cover" to "Colla tcl"dl". 

2C.6A Clarifying language including making dear that Collntcral is rakcn by way 
o f tmm•fer. 

2C.8 Clarifying language including making dear that C'..oll:ucrnl is taken by way 
of mnsfcr. 

2C.8.2 Reference t<> "c<w~r" changed to "Collateral" to clarify_ drafting. 

2C.9.1 Reference to "cover" changed to "collat<:t':llis;ttion" w clarify dmftinJI. 

2C.9.J.2 Reference Ill "cu\'t:r" charl}ltd to "Collnternl" tn cbrify_ drafting. 

2C9.3.3 Reference to "cnvcr" changed to "Collateral" tn clarify drafting. 

2C9.3.4 Rcferenc~ tn "cover" and "margin" changed to "Collntcral" to clarify 
drafring. 

2C. I I Rcfcrt'11Cc ro "cover" changed to "Cnllatcn~l" tn d:1rify dr~frinjl and 
"1\~$0ctated 1\ccount 1\sscts" chui\J(Cd to "1\ssociatcd Collateral 1\alancc" . 

2C. I5.5.2 UpdutinR dmftin{: to u~e new tern! "1\~sociarccl C:ollatcrnl Balance". 
2C.I5.5.3 Upd:tting dmfting w usc new tcml "i\ssociated Cnlbtcrnl fhlance". 

2C.15.5.4 Updaring dntfrinj: to u~c new fl'rnl "1\ s~ociatcd Collateral Balan<·c" and 
ch~tngi"ng "cuvcr" w "Collnwrnl" m clarify dmfting. 



Appendix 2C.I<l Drofting is j1mcnded to make dear that Collateral i~ taken by way of 
transfer. 

Appcntlix 2C.I<2 Clari~·ing drafting tu usc thc terms "l.ullareral" and "thmciarcd 
Collateral Balance". 

Appendix 2C.K3 Clarifying tlrnfling to usc the term "t\ ~sociatcd Collntcrnl Balancl"'. 
Appendix 2C.M, 5.1 Cbrifying drafting with use of the term "Collateral". 
P ro ccd urC>-2E " 
Misc. Rdlcctinv chanl(c~ to defined terms (1:.g. "Colhtcrnl" instt':ld o f "cover'} 
Misc. Clarifying lnng\mgc making clear that Collateral is taken by w:1y of transfer 
Misc. l'vlinor consequcntialnnd tidying changes 
Procedute2G · - : . 

c· 
-: 

Misc. Reflecting changes to defined terms (e.g. "Collateral" in~wad uf "cO\·cr") 

Misc. ClarifYing langua$(e making ck-ar that Collat<~rnl l$ taken b)• way of tran$fer 

Misc. ·Minor consequential and tidying changes 

Procedure 2K . " - ' 

Misc. Reflecting changes ro defined terms (e.g. "Collateral" imtcad of "ciJI'cr") 

Misc. Cl;1rif)'ing hmguage making clc:1r that Cullnteral is mtu,n b)' w:1y of trnn~fer 

Misc. Minor consequential and tidying changes 

P rpccdure3 - ~ - -
Misc. RcOccrinJ.l changes ru d efined terms {~:.g. '' C:ollatcml" instead of"t:ov~:r") 

Misc. Clurifying lnnguag<: making ck':lr that Collateral ts taken by way nf transfer 
Misc. Minor consequential and tidying changes 

Proccd_ure 4 ji{_ ~ 
-

c 
-

~. 

4.1 Changing instances of ''cnllatcral" and "cover" to "Collateral". 
Amt:nding drafting ll> incorporate the new defined term "Cic:~ring 
Member Current Collateral Balance". Creating new defined term 
"Current Collateral \ 'aluc", being, ar an)' rime and in respect of n Clearing 
Member, the Clca.ring Member Current Collaternl Balance in respect CJf 
that Clt:nring l'vlembcr at thnr time. 



4.1.1 C:hanging inManccs of "tollat~ral" to "Coll~tcr~l" and :unending contact 
detail~ and creating nc1v llcfincd term "C.MS" and nrhcr rninvr clmfting 
clarifications. 

4.1.2 J\mcndcd t·o deal with the release of excess coll:ucml and with the 
conversion uf ctsh amounts subject tn thl• Oecd o f Charw.: intu tlrlc 
transfer collatct'lll. 

4."1.3 New proYi~tun to dl':ll with sub~rirution arrangements in relation to non-
cash cullatcral. 

4.1A Clarifying lanp;t1ngc, including making cleat that C:olbtcml is mkcn by w:ty 
of tran~fcr. 

4.1.5 Clnrifying lnngtt:1gc. 

4. 1.6 Clnrif}'tng language and d1nngir~ instances nf"cnlbtcral" l<l "C:nllatcral". 

4.1.8 Clarifying language ami ch:tnging instances of "collatural" ru "CollMcral". 

4.1.9 Clarifying lang~mJ,>c. 

4.2.'1 Drafting cl~rifying the lcgnl mcc!L·mism of the Deed of Chnrgl'. 
Clarifying lnngung~. Including nlltking clear that Collatcml is taken by w:ty 
o f tmnsfcr. Chan~>ing instanCC$ of "co!btcrnl" to "Colllltcrnl". 

4.2.2 Dmfting amended to res trict scope of 4.2.2 to non·cnsh l.ollatcml. 
C larifying l:mguogc, including m:tkinp, clear tl1a1 Collateral i~ t~ken hy w~y 
uftmnsfcr. Ch~nging insllmces of "colbtcml" to "Collateral". 

4.2.3 Drafting amended ru rcmict scupe of 4.2.2 to non-cash Cull:ttcral. 
Cl:~rifying lnnp;tJa,;:c, inchtding mnklng cle:tr that Collateral i> tnkl'll by wny 
of tran ~ fcr. Changin~ instnnccs of "collntcrnl" to "Collatcml". 

4.3 Clnrifying language and replacin~t ''Culllltcml :-.Janagcmcnt system" ttl 
"CM$". 

4.4 Clarifying lnngut~gc, including making clear that Collarcml i> taken by way 
of rmnsfcr. 

4.4.1 ltcplncing "Collateral !\'fanngcmcnr system" to "CMS" and amending 
rcfcrl•nce 111 "BNYMcllon" 



4.4.2 Corrccring typo. 

4.4.3 ClarifyinA 1:111!,"-"').,-t', includinr, making dc:~r that Collatcml i~ rnken hy \\':l)' 

<1f tran~fcr and amending draftin~t to use the new <k•fincd term "Currt'nt 
Collnteml Vnluc". 

4A A Clat·if)•ing l:mgu:tgc tlt;tki"g clear th:tt Collatcrnl i~ taken by way nf 
transfer. 

4.4.4.1 Dmfting amended to clarify the mcdtanism for the tr.msfeoing C:ollatcml 
included tn the Clearing ~lcmbcr Current Collatcrnl Balance to the 
Clearing Mcmbct· and the effect such n tmn~fcr has un the Clcarinr, 
Member's Current Collnttrnl Value. 

4.4.4.2 Drafting :tmcndcd to clarify the nlccb;Ulism for the transferring Collntcral 
included in the Clearing Member Cttrrcn t Collatcml B:tlnncc to the 
Clearing Member nnd the effect such a tmnsfc:r ha~ on the Clearing 
Member'~ C\Jrrellt Collateral \'aluc. 

4.4.5 Clarifying bnguage, including making clenr that nny substirurion i~ subject 
to Rule 4. 1.3. 

4.4.6 Clarifyinp;lnn!,'lmgc. 

4.4.7 Clarifying l:tn~'lm~c. 

4.4.8 Replacing "Collateral !1-lanagcmcnl ~ystem" to "CMS" 
4.5.1 Clarifying l~nguagc, including making clear that Cullaternl is t:tken by W:t)' 

of transfl•r. 
4.5.2 :VIi nor amendments. 
4.5.3 Changing "Cu~tndinns" to "cu~todians". 

4.7 Changing "Collnrc r.ll l\·lnn;lgtmcn t ~y~tcm" to "CMS" and corrccttng 
typo. 

4.16.1 Clarifying lan).,'\lagc, including mnking cbr that Coii:Hcral is taken by way 
of transfer. 

4.16.2 Clarifying language, includin~t changing reference tn "cover accuunr'' tu 

"Current Coll:~teral \'aluc". 



4.16.3 Changing_"covcr" to "Colbtcrnl" ~nd clarifying language. 

4.17.1 Correcting typo~ and clarifying langu;~jtc and changing "collntcml" nnd 
''t:ol'cr" to "Collntcml". 

4.17.2 Cbrifying language. 
4.17.3 Clarifying language. 

4.17.4 Clnrif)•inglnnguagc. 

4.17.4.1 Clarifying l:u1g11age. 

4.17.4.2 CbrifyJnglnflL'\Iagc nod corr~cring_a!}'llu. 

4.17.5 Clarifying language, including making cll'ar that Collatcml is t-aken by wny 
of transfer and chnn~,~ng "collatcrnl" Ill "Collateral". 

4.17.6 Clarifring lilllgll:tgc making clear that Collatcr:tl is taken by \I'll)' of rrnnsfcr 
and changing "colla tern!" to "Collaccral". 

4.17.7 Changing "culhucrnl" til "Collaccral". 

4.17.8.1 Clarifying lan~'\mgc. 

-Pro-cedure 8 =· ~- ,, "' . "' 
8.3(!) Updaring defined terms and clarifying thac Collateral is taken by wa)• uf 

transfer 
J>roced'ttre 10 " .€ ;, "' 
10.3.8 Updadng defined 1crms and minor tidying 
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LCH.CLEARNET LIMITED 

GENERAL REGULATIONS OF THE CLEARING HOUSE 

Scope 

Save where expressly stated to the contrary in these Regulations or the Procedures, these 
Regulations govern clearing services provided by LCH.Ciearnet Limited, They do not cover 
clearing services provided by LCH.Ciearnet SA which are governed by a separate set of rules. 

For the purposes of these Regulations, LCH.Ciearnet Limited is referred to as "the Clearing 
House". The terms "Member" or ''Clearing Member'' are used to refer to an undertaking which is 
entitled to receive clearing services from LCH.Ciearnet Limited (see "Definitions"). TheY do not 
mean "shareholder'' of LCH.Ciearnet Limited or of any other undertaking in the LCH.Ciearnet 
Group. 

Any Regulation or group of Regulations expressly stated not to apply to a category, or categories, 
of Contract shall not apply to such category, or categories, of Contract. 

The Link Regulations set out in Regulations 40 to 44 apply only to Contracts on the terms of a 
Linked Exchange Contract as further provided in Regulation 40. 

The SwapCiear Regulations set out in Regulations 46 to 52 apply only to SwapCiear Contracts. 
Save as provided in Regulation 46, the provisions of Regulations 1 to 39A shall not apply to 
SwapCiear Contracts. 

The RepoCiear Regulations set out in Regulations 53 to 60 apply only to RepoCiear Contracts. 
Save as provided in Regulation 53, the provisions of Regulations 1 to 39A shall not apply to 
RepoCiear Contracts. 

The EquityCiear Regulations set out in Regulations 61 to 67 apply only to EquityCiear Contracts. 
Save as provided in Regulation 61 , the provisions of Regulation 1 to 39A shall not apply to 
EquityCiear Contracts. 

LCH EnCiear OTC Regulations set out in Regulation 68 and Regulations 73A to 73D respectively 
apply only to LCH EnCiear OTC Contracts. Save as provided in Regulation 68, the provisions of 
Regulation 1 to 39A shall not apply to LCH EnCiear OTC Contracts. 

The Turquoise Derivatives Regulations set out in Regulations 74 to 87 apply only to Turquoise 
Derivatives Cleared Exchange Contracts which are eligible for clearing pursuant to these 
Regulations and the Turquoise Derivatives Rules. 

The HKMEx Regulations set out in Regulations 88 to 91 apply only to HKMEx Contracts. 

The Nodal Regulations set out in Regulations 92 to 95 apply only to Nodal Contracts. 

The ForexCiear Regulations set out in Regulations 103 to 109 apply only to ForexCiear Contracts. 
Save as provided in Regulation 103, the provisions of Regulations 1 to 39A shall not apply to 
ForexCiear Contracts. 

The NLX Regulations set out in Regulations 110 to 113 apply only to NLX Contracts. 
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Definitions 

In these Regulations and the Procedures, except where the context otherwise requires, the 
following words and expressions shall have the following meanings: 

Account Balance 

ACSP Compression Cycle 

Additional Collateral 

Additional Collateral Account 

d~Jpfied Cg_lLateral Excess 
Pr.oceeds 

Meat=~fr--QU--Gash.-ffiaf9~A;--HP.st:ifl.t~es.-reooi-v~&; 
fig-1-ll;S;--iA t-an g.lblf~S· aA8· aHy-0thtlF- G0II8{erc;l-oF 8Sf>P.lS 

<:iepesi-te€1-er- fl.e-tfJ- ·Will+- lAe-GIEKlfin§--Hewse-BY· a 
G!w1 ii~~-MamheF- ·-iR- sel-iHf..'<3!~eH - with an aGr-~ool"'-t 
Gaff~eEI-by-6uGA-Glear.ffi§-Memoor-GA- I}el1alf -Gf.- .a 
SwapGieaf.-G.Iear.ifl§t-G!i.ent..:._(i}-as-~;ever-fo~l )ti iA 
r.t}Sf~GGt-0f-ti:!G-Gleafi :=t9-ef-&w3f)G!eaF-GeHtrast~F 
SIIGA-Swa;3Gic8r- GleaRAg Glicf1(;-an ft.{ ~Ht::, tl.lCH{)J F(4 

of--P.aeitionaJ-GeUaler.al-

Means, in relation to the SwapCiear Clearing Client 
Business of a defaulter, an Individual Segregated 
Account Balance or an Omnibus Net Segregated 
Account Balance. 

A Multilateral Compression Cycle established by the 
Clearing House and facilitated by an ACSP 
nominated by the Clearing House, which shall be 
open to participation by SwapCiear Clearing 
Members in accordance with the provisions of 
Regulation 48B and relevant Compression 
Documentation. 

Means, in relation to SwapCiear Clearing Client 
Business, collateral delivered by a SwapCiear 
Clearing Member to the Clearing House in respect 
of a SwapCiear Clearing Client which is in excess of 
the Required Collateral relating to the SwapCiear 
Clearing Client Business undertaken by the relevant 
SwapCiear Clearing Member in respect of the 
relevant SwapCiear Clearing Client and which has 
been designated by that SwapCiear Clearing 
Member as being Additional Collateral to be held in 
the Additional Collateral Account held in respect of 
that SwapCiear Clearing Client. 

Means, in relation to SwapCiear Clearing Client 
Business, a sub-account opened by a SwapCiear 
Clearing Member with the Clearing House in 
respect of a SwapCiear Clearing Client for the 
purposes of holding Additional Collateral. 

meaps. wbere the Clearing House has sold. 
d isposed of or appropriated all or any part of the 
non-cash Collateral held by a Clearipq Member w jth 
till: Clearing ~House in an exercise of its powe~ 
.Y.Dcter the Deed of Charoe entered into with the 
relevant Clearing Member. the amounUif any) of 
realisation proceeds from such sale or disposal 
remaining after the Clearing House has aoolied the 
same in or towards d lscharae of the Clearing 
Member's Qbliqatigris to the Clearing House or. in 
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Applied FCM Buffer 

approved agent 

Approved Broker 

Approved Compression 
Services Provider (ACSP) 

Approved Trade Source System 

Approved Turquoise Derivatives 
Settlement Provider 

Approved EquityCiear Clearing 
Agreement 

Approved EquityCiear 
Settlement Provider ("ASPu) 

Approved EquityCiear Trading 

December 2013 

the case of an aporopriation an amount of such 
non-cash Collateral (ot. where the amount in 
question fs less than the minimum denomjnatiop of 
the relevant non-cash Collateral which can be 
delivered. cash) havjpq a yalue equal to the excess 
(if any) of the value of the appropriated non-cash 
Collatefij l (as determjned by the Clearjpg House lp 
accordance with the relevant Deed of Cb.arQ.e) over 
the Clearing Member's obligations to the Clearlllg, 
House whjch have beep discharged bl£ that 
appropriation. 

Has the meaning assigned to it in the FCM 
Regulations. 

A person appointed by the Clearing House to 
perform certain functions on its behalf in respect of 
an ATP. 

A person authorised by the Clearing House to 
participate as a broker in the LCH EnCiear OTC 
service. 

An entity other than the Clearing House which is 
approved by the Clearing House for the facilitation 
of Multilateral Compression in relation to eligible 
SwapCiear Contracts in accordance with Regulation 
488 and relevant Compression Documentation. 

Means a system or facility, such as an exchange, a 
clearing house, a swap execution facility, a 
designated contract market, trade affirmation or 
routing system or other similar venue or system, 
approved by the Clearing House for submitting 
SwapCiear Transactions to the Clearing House (and 
excludes, for the avoidance of doubt, the 
SwapCiear API). 

The securities depository or securities settlement 
system (or an operator thereof) approved by the 
Clearing House from time to time for the provision of 
settlement services in connection with the 
Turquoise Derivatives Service. 

An agreement prescribed as such by the Clearing 
House from time to time between an EquityCiear 
Clearing Member, an EquityCiear NCM and the 
Clearing House. 

The operator of the securities depository and/or 
securities settlement system prescribed by the 
Clearing House from time to time for the provision of 
settlement services in respect of specified 
EquityCiear Contracts. 

Any trading platform approved as such from time to 
time by the Clearing House in respect of the 
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Platform ("A TP") 

Associated Clearing House 

Associated Collateral Balance 

A TP Market Rules 

Auction Portfolio 

Automated Trading System 

Backload Registration Cycle 

Backloaded Trade 

Backup SwapCiear Clearing 
Member 

Block IRS Trade 

Board 

December 2013 

EquityCiear service. 

+l:t-e--se-veHe-43e-tr-a• l!>foo:ea-t-e-t!:le--ge~i-\ARtt 
Qea~~'lllber...ffi.-f~fle0!.41~ibe-.A.w-..eURt-At-:set-s 
0~(l)-<m-l-F;t!lividUal-$eg.m§!Bte<-J-AGG0UHt-G l ie'l1t-01~ ii-) 
all--<;).cthe--GmH~ I)L~s-1\let-SegFt~§a~ed-Glear.iH€)-G iients 
wittwl-aA-Gm~ilSH-1r.--N-et~regatBd-Assel-JA.f4as 
3f'l13HGal:>lej~ 

The clearing house appointed from time to time by a 
Co-operating Exchange to act as the central 
counterparty to some or all transactions made on, or 
under the rules of the Co-operating Exchange. 

The assets comprising the Clearing Member 
Current Collateral Balance to be transferred to the 
Receiving Clearing Member in respect of lil an 
Individual Segregated Account Clearing Client or (jjl 
all of the Omnibus Net Segregated Clearjng Cl!ents 
within an Omnillus Net SeqregatecLAccount (9§ 
applicable). 

The rules, regulations, administrative procedures, 
Memorandum and Articles of Association or bye
laws which regulate an ATP and the market 
administered by it as notified from time to time to 
the Clearing House. 

Has the meaning assigned to it in the Default Rules. 

An automated trading system in respect of which 
the Clearing House has an agreement with the 
operator thereof and in respect of which the 
Clearing House has notified RepoCiear Participants 
in accordance with the Procedures. 

Has the meaning assigned to such term in the 
Procedures. 

Has the meaning assigned to such term in the 
Procedures. 

Means, in relation to SwapCiear Clearing Client 
Business, the SwapCiear Clearing Member(s) 
indicated by a SwapCiear Clearing Client as acting 
as such and notified to the Clearing House from 
time to time. 

Means a trade the notional amount of which is at or 
above the mfnimum block size established by the 
CFTC pursuant to CFTC Regulation 43.6 for the 
interest rate asset class and in effect as of the date 
of submission of such trade to the Clearing House 
for registration. 

The board of directors or other governing body 
(whether called a board, a committee or otherwise) 
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Bond Trade 

business day 

buyer 

Carrying Clearing Member 

CEA 

CFTC 

CFTC Regulations 

Cleared Exchange Contract 

December 2013 

of an Exchange. 

A trading activity In which a RepoCiear Participant 
offers to sell RepoCiear Eligible Securities, and 
another RepoCiear Participant offers to purchase 
those RepoCiear Eligible Securities, and a trade 
subsequently ensues. 

In respect of a Cleared Exchange Contract, an OTC 
Contract (except where specified otherwise 1n the 
relevant OTC Contract Terms), an LCH EnCiear 
OTC Contract (except where specified otherwise in 
the LCH EnCiear OTC Contract Terms), and an 
EquityCiear Contract a day on which the Clearing 
House is open for business. 

A Member (or the Clearing House where the context 
so requires) who is a buyer under the terms of an 
exchange contract, a Cleared Exchange Contract, 
an Turquoise Derivatives Cleared Exchange 
Contract, a RepoCiear Transaction, a RepoCiear 
Contract. a RepoCiear GC Transaction; a 
RepoCiear GC Contract, an EquityCiear ATP 
Match, an EquityCiear Novation Transaction, 
EquityCiear (ccCFD) ATP Match or an Eligible OTC 
Trade, as the case may be. 

A SwapCiear Clearing Member carrying an account 
for a SwapCiear Clearing Client, and in respect of 
which Relevant SwapClear Contracts and 1b.e 
Associated AGG('l l n+I- Assots-tn f€1Speet oj:....Ar-A;70HHI 
Asset-s.Co!lateral Balance held in such account may 
be transferred to a Receiving Clearing Member 
pursuant to Regulation 52C of these Regulations 
and in accordance with the Procedures. 

Has the meaning assigned to it in the Default Rules. 

Has the meaning assigned to It in the Default Rules. 

Has the meaning assigned to It in the FCM 
Regulations. 

A Contract entered into by the Clearing House on 
the terms of an exchange contract. 
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Clearing House 

Clearing House Applied 
Collateral 

Clearing H9use Current 
.Qollateral Balance. 

C(earinq House &etumed 
Collateral 

Clearing House Prescribed 
Language 

Clearing Member Applied 
Collateral 

-.. 

-= 

;; 

December 2013 

LCH.Ciearnet Limited whose registered office is 
located at Aldgate House, 33 Aldgate High Street, 
London EC3N 1 EA, United Kingdom. 

In respect of an account-of a Clearing Member. ani£ 
cash Collateral provided by the Clearing House in 
respect of which the Clearing Member's obligation 
to return such Collateral has been djscbaraeQ. 
pursuant to the Rulebook by means of that return 
obligation haying been set-off against an obligali.Qn 
.o.wed by the Clearing House to tbat C!eado.g 

In respect of an account of a Clearing Member. 
all cash Collateral which has been tr®.§fetred, 
by the Clearing House to.that Clearing MembfJ.( 
(or Which would. but for the application Of 
R-egulation 50(d) or another comparable 
payment netting provision applying in the 
ordinary course of business, have been 
transferred by the Clearing House to that 
Clearing Member) on account of the Clearing 
House's variation margin obligations relating to 
the relevant account pursuant to the Rulebook. 
less any Clearing House Applied Collateral and 
any Clearing House Returned Collateral in 
relation to that account: provided that any 
amounts transferred by the Clearing House.JQ 
the Clearing Member for the purpose of setlling 
an obligation in respect of daily settlement 
amounts pursuant to Regulation 15(c) which is 
due-and payable do not form part of the 
Clearing House Current Collateral Balance. 
In respect of an account of a Clearing. Member. 
any cash Collateral which: (i) a Clearing 
Member has returned to the Clearing House: or 
(ii) in respect of which the obligation to return 
such Collateral has been discharged as a result 
of the operation of Regulation 15(c) or as a 
result of the operation of Regulat jon 50(d) or 
another comparable payment netting prQ¥islo_u 
,rumlying in the ordinarv course of business, 
Means, in relation to SwapCiear Clearing Client 
Business, the wording prescribed by the Clearing 
House for inclusion In the SwapCiear Clearing 
Agreements entered into by SwapCiear Clearing 
Members with their clients. 

In respect of an account of a Clearing Member {j) 

any cash Collateral in respect of which the Clearing 
House's obligatjon to return such Collateral has 
peen discbarged pursuant to the Rulebook by 
means of that return obligation haying been set-off 
against an obligation owed by that Clearing Member 
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C(eacjng Member Cld!Le.nt 
Collateral BalancJJ, 

Clearing Member Returned 
Collateral 

--

December 2013 

to the Clearing House. as contemplated by 
Be..quJation 12(u); {ij) any non-cash Collateral 
<including in the form of securjtjes or gold) that bas 
been apPropriated and retained by the Q!earjng 
House pursuant to an exercise of its powers upder a 
Deed _of Charge and applied in or towards discharge 
QLthe Clearing Member's obligatjons to the Clearing 
House: and Oiil any non-cash Collateral that bas 
been sold or otheooise disposed of by the Clearing 
House pursuant to an exercise of its powers under a 
Deed of Charaa 

In re~ct of an a~ount of a Gle.adng Member: CAl 
~ the sum of m all Collateral which has been 

transferred by that Clearing Member to the Clearing 

Be.aulation 501dl or another comparable payment 
netting provision applying in the ordinary course of 
business. have been transferred by that Clearing 
Member to the Clearing_Jjoose) on account of anv 
type of that Gle_ad.Dq Member's margin obligations 
relating to the !]levant account pursuant to the 
Rulebook: Oil the cash proceeds of any non-cash 
Collateral relating to the relevant account which has 
been sold or otherwise disposed of by the Clearing 
House pursuant to an exercise of its powers under a 
Deed of Charge to the extent that those proceeds 
bave not yet been applied in or towards discharge 
of an obligation owed by the Clearing Meinber to 
the Clearing House· and liiD any Applied Collateral 
Excess Proceeds credited to the releyant account: 
~ss <Bl any Clearjnq Member Applied Collateral 
and any_i(learipg Member Returned Collateral in 
relation to that account: provided that any amoupts 
transferred by the Clearing Hayse to the Q!earjng 
Member for the purpose of settljog_an obligation in 
respec.Laf daik __ §fll.fuilllent amo.unt~~nt to 
&g.l.!lation 151cJwhich is due anc.Lpaya.ble do pot 
form part of the Clearing House Current Collateral 
Balance. 

J.o..res.pect of an accowt of a ~aring Member. any 
Collateral: (!) which the Clearing House has 
Leturned' to a Clearing Member (provided that the 
Clearing House shall only be treated as having 
returried any non-cash Collateral to a Clearing · 
Memb_er if the security in respect of that Clearing 
Member's interest in that non-cash Collateral 
pursuant to the relevant Deed of Charae bas been 
released): or (ji) in respect of which the obligation to 
return such Collateral ba,sj>een ~ discharaed as a 
result of the operation of Regulation 15lcl or as a 

~ Regulation 50(d) or 
another comparable payment netting provision 
.aAAi'tinVo the ordinarv cours~. 
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Clearing Membership 
Agreement 

client account 

closing-out contract 

Compression Documentation 

December 2013 

The agreement so designated under which, inter 
alia, the Clearing House agrees to make available 
clearing services in respect of Contracts together 
with any extension letter or other .agreement; in 
these Regulations and the Procedures the 
expressions "Clearing Member Agreement", 
''Member Agreement" and "Membership Agreement" 
shall have the same meaning as "Clearing 
Membership Agreement"; and in the Default Rules 
and the Default Fund Rules "Clearing Membership 
Agreement" includes the FCM Clearing Membership 
Agreement and FCM Default Fund Agreement. 

Means a segregated account with the Clearing 
House opened in the name of a Member in which 
Contracts relating to contracts made by the Member 
with one or more segregated clients are registered 
and to which monies in respect of such Contracts 
are credited. 

For the purposes of these Regulations, a contract 
effected by or on behalf of the Clearing House and 
registered in a Member's name, being a contract on 
the same terms (except as to price or premium) as 
an open contract in the Member's name, save that 
where the Clearing House is a buyer or a fixed rate 
payer, as the case may be, under the terms of such 
open contract the Clearing House shall be a seller 
or floating rate payer, as the case may be, under 
the terms of such closing -out contract and vice
versa. 

Such documentation as may be prescribed from 
tfme to time by the Clearing House and/or any 
ACSP (where applicable) in relation to a Multilateral 
Compression Cycle or a SwapCiear Clearing 
Member's participation in Multilateral Compression 
services, including: 

(i) for a Member Compression Cycle, such 
agreements and documents as the Clearing 
House may require from all relevant 
SwapCiear Clearing Members in relation to 
Multilateral Compression in accordance with 
the relevant Compression Proposal; 

Qi) for an ACSP Compression Cycle, such 
agreements and documents as may be 
required by the nominated ACSP and/or the 
Clearing House in order to allow a SwapCiear 
Clearing Member to receive the services of the 
ACSP and participate in that ACSP 
Compression Cycle: and 

(iii) such other documentation as the Clearing 
House may prescribe from time to time in 
Procedures, user manuals or other guidance 
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Compression Proposal 

Compression Time 

Co-operating Clearing House 

Co-operating Exchange 

Collateral -= 

documentation 
Compression. 

December 2013 

regarding Multilateral 

In relation to any Multilateral Compression Cycle, 
the final statement as to the proposed set of 
Terminating SwapCiear Contracts and the proposed 
set of resulting Post-Multilateral Compression 
Contracts, and, in relation to a SwapCiear Clearing 
Member. references to Compression Proposal shall 
relate to such of the Terminating SwapCiear 
Contracts and Post-Multilateral Compression 
Contracts as that SwapCiear Clearing Member is or 
will become party to. 

On the date designated by the Clearing House for a 
Multilateral Compression Cycle, the time at which 
the Clearing House effects a Multilateral 
Compression by terminating the Terminating 
SwapCiear Contracts and simultaneously 
registering the Post-Multilateral Compression 
Contracts in the names of the SwapCiear Clearing 
Members participating in that Multilateral 
Compression Cycle in accordance with the 
Compression Proposal. 

(i) a Co-operating Exchange or Associated Clearing 
House party to a Link Agreement with the Clearing 
House; or (ii) a clearing house party to an 
agreement with the Clearing House in respect of the 
co-clearing of an Exchange pursuant to which such 
organisation co-clears specific types of Contract 
and agrees to be bound by these Regulations as a 
Member to the extent and subject to any variations 
agreed in such agreement 

An exchange (which may also act as a central 
counterparty) which is party to a co-operation 
agreement with TGHL. 

Cash. precious metals. performance bonds and/or 
securities which are denominated in currencies and 
of a description acceptable to the Clearing House 
as prescribed by these Regulations and the 
Procedures and which have been transferred or are 
to be transfe·rred. to or by the Clearing House in or 
tgwards discharge of margin obligations or 
anticipare.d margin obligations or otherwise as 
contemplated bv the Rulebook. Where the context 
so permits. references to "Collateral" held by or 
transferred to. the Clearing House shall include any 
cash proceeds resulting from the sale or disposal by 
the Clearing House of apy non-cash Collateral 
oursuant to an exercise of itsJ?Qweys upder a Deed 
of Charae. and such Qioceeds shall be copsidere_d 
cash Collateral 
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Combined Turquoise 
Derivatives Orderbook 

Commodity 

confirmed contract 

Contract 

contract for differences 

Contribution 

cover 

Cross-Border Transfers 

Cross-Margining Affiliate 

December 2013 

Means the electronic Orderbook operated by TGHL. 
and one or more Co-operating Exchanges. 

Any kind of property, currency, documents, right or 
interest (including an option) which is the subject 
matter of an exchange contract or an LCH EnCiear 
OTC Contract. 

An original exchange contract which has been 
confirmed to the Clearing House by or on behalf of 
a buyer and a seller pursuant to Regulation 6 or 7 
and the Procedures, save that where one or more 
allocations of an original exchange contract have 
taken place in accordance with Regulation 7 and 
the Procedures a "confirmed contract" shall only 
arise when the last allocation of such original 
exchange contract has been made and confirmed 
by a Member pursuant to Regulation 7 and the 
Procedures. 

(I) A contract subject to the Regulations entered into 
by the Clearing House with a Member for the 
purposes of or in connection with the provision of 
clearing services including, without limitation, an 
open contract, settlement contract, re-opening 
contract or closing-out contract; and also (ii) in the 
case of 1he Default Rules (including the SwapCiear 
DMP Annex and ForexCiear DMP Annex), the 
Default Fund Rules, the FCM Default Fund 
Agreement, and any other document, rule or 
procedure as specified by the Clearlng House from 
time to time, an FCM Contract. 

A Cleared Exchange Contract. a Turquoise 
Derivatives Cleared Exchange Contract, an OTC 
Contract or an LCH EnCiear OTC Contract which is 
to be performed by cash settlement only. 

In relation to the Default Fund Rules, has the 
meaning assigned to it in rule 17 of the Default 
Fund Rules. 

An amount d nl lflllf., ·r ~ '•, t t1, ., (.1· · tl\11'1 I ·ot of 
cash or. {with the approval of the Clearing House, 
r~esl:lr~'y-is:~-a-1:7Liffer~s.y-aHt:l -a-10Ftfl) non-cash 
_9olfateral cJ.c•IU iill l l .,, ''I fl, I 111 1 t lie I It~ 
irL.a_furm and currency acceptable to the Clearlng 
House as prescribed IWig the Procedures. 

The automatic transfers of Turquoise Derivatives 
Cleared Exchange Contracts from an account of a 
Linked Member maintained with a Co-operating 
Exchange to an account of a Member with the 
Clearing House. 

A Member or a mernber of a Cross-Margining 
Exchange who has been accepted as eligible to be 
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Cross-Margining Agreement 

Cross-Margining Exchange 

Cross-Margining Participant 

daily settlement amounts 

Day Position Balances 

Deed of Assignment 

December 2013 

a Cross-Margining Participant by the Clearing 
House or the Cross-Margining Exchange, as the 
case may be, and who is an affiliate (as defined in a 
Cross-Margining Agreement) of a Cross-Margining 
Participant of the other exchange or clearing 
organisation. 

An agreement entered into between the Cfearing 
House and a Cross-Margining Exchange (together 
or with other parties, as the case may be) pursuant 
to which the Clearing House agrees to take into 
account, in calculating Gt=~Ver - fnJ-in#.tal-t na1 tJir·tthe 
pmount~Jlalgrnl to be furntr.hn<=~mms.ferr.e..d to 
the Clearing House by a Member who is a Cross
Margining Participant in re.s.oect of that Member's 
loltial marqjn_Q.bli.g.alim, contracts entered into 
between the Cross Margining Exchange and the 
Cross-Margining Participant or his Cross-Margining 
Affiliate and pursuant to which the Clearing House 
is liable to make payments to the Cross-Margining 
Exchange (and, as the case may be, the Cross
Margining Exchange is liable to make payments to 
the Clearing House) of amounts calculated in 
accordance with the terms of the loss-sharing 
arrangements set forth In such Cross-Margining 
Agreement. 

An exchange, clearing house or organisation party 
to a Cross-Margining Agreement with the Clearing 
House. 

A Member or a member of a Cross-Margining 
Exchange, which the Clearing House or the Cross
Margining Exchange, as the case may be, has 
accepted may participate In the cross-margining 
arrangements set forth in the Cross-Margining 
Agreement as a Cross-Margining Participant or 
Cross-Margining Affiliate. 

Amounts due to the Clearing House from a Member 
or to a Member from the Clearing House, as the 
case may be, arising out of settlement of open 
contracts pursuant to Regulation 15 or Regulation 
73c, and the Procedures. 

For the purposes of the Link Regulations, the 
meaning attributed to it in the Procedures in respect 
of Contracts on the terms of a Linked Exchange 
Contract referred to in Regulation 41 (b) or, In 
respect of contracts on the terms of a Participating 
Exchange Contract referred to in Regulation 41 A. 
the meaning attributed to it in the relevant Link 
Agreement. 

Means a deed of assignment entered into between 
a SwapCiear Clearing Member and a SwapCiear 
Clearing Client (or, notwithstanding any description 
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~d of C/1arae. 

Default Management Process 
Agreement Amendment 
Agreement 

defaulter 

Default Fund Rules 

Default Rules 

Defaulting FXCCM 

Defaulting SCM 

delivery contract 

December 2013 

to the contrary, such SwapCiear Clearing Client's 
security trustee) in respect of a SwapCiear Clearing 
Agreement. For this purpose, where the Deed of 
Assignment is entered into with the Clearing House 
acting as security trustee for the benefit of a 
SwapCiear Clearing Client, any reference to the 
exercise of rights by a SwapCiear Clearing Client 
pursuant to such Deed of Assignment shall be a 
reference to the Clearing House exercising such 
rights in its capacity as a security trustee for the 
benefit of the SwapCiear Clearing Client 

MeansJ deed of c.barae enterecUnto between a 
Clearing Member and the Clearing House in respect 
of all non-cash Collateral transferred to the Clearing 
House bv that Clearing Member. 

Has the meaning assigned to it in General 
Regulation 52A. 

Has the meaning assigned to it in rule 4 of the 
Default Rules. 

The Clearing House's Default Fund Rules from time 
to time in force which, for the avoidance of doubt, 
form part of the General Regulations and of the 
Default Rules. 

The Clearing House's Default Rules from time to 
time in force pursuant to Part IV of The Financial 
Services and Markets Act 2000 (Recognition 
Requirements for Investment Exchanges and 
Clearing Houses) Regulations 2001 which, for the 
avoidance of doubt, form a part of these General 
Regulations. 

Has the meaning assigned to it in the Default Fund 
Rules. 

Has the meaning assigned to it in the Default Fund 
Rules. 

A Cleared Exchange Contract or Turquoise 
Derivatives Cleared Exchange Contract between 
the Clearing House and a Member: 

(i) for the Immediate sale and purchase of a 
commodity arising on the exercise of an 
option pursuant to these Regulations; or 

(ii) for the sale and purchase of a commodity for 
delivery on the date specified in the contract 
or on the date agreed between the parties, in 
either case being an open contract under 
which tender is not required to be given. 

- 12 -
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HKMEx Service 

HKMEx Service Clearing 
Member 

HKMEx Trading System 

HKMEx Transaction 

House Excess 

Individual Segregated Account 

Individual Segregated Account 
Balance 

Individual Segregated Account 
Business 

December 2013 

The service provided by the Clearing House under 
the HKMEx Regulations. 

A Member who is designated by the Clearing House 
as eligible to clear HKMEx Contracts. 

The facility, trading system or systems operated 
directly or indirectly by HKMEx on which HKMEx 
Eligible Products may be traded. 

A contract in a HKMEx Eligible Product between 
HKMEx Service Clearing Members arising or 
registered on a HKMEx Trading System meeting the 
requirements of the Regulations and the 
Procedures. 

means that part of the Clearing Member Current 
Collateral Balance maintained by a Clearlna 

· Member with the Cleating House on a proprietary 
basis and for its owo account which is in excess of 
the relevant Required Margin Amount . 

Means, in relation to SwapCiear Clearing Client 
Business, a sub-account opened within the Clearing 
House by a SwapCiear Clearing Member In respect 
of Individual Segregated Account Business. 

Means, in respect of an Individual Segregated 
Account Clearing Client, the s~m~.sl&b_part of' (.:1) (i) 
tlle-~e~uifec~-c.;elbl:eFC»-a~nlH:JWtl-by -tl=!e-Giean~ 

19o~::~~>EHtl-<'lS6Elraaooe-wJ\h-ii&-R:~Ie&-aflci;'lr0oo~~ 
t9--U'lat-slieA~.-tiiH~e-&xsess-Gnllal e~l-a-t-lri 9t:~t€GI-13y. 
t~1e-GleariHg-l=lotfSe-~n a{lGet:dat:u3e Wfth ile.-r-Hies-aHd 
prerseElHI'ee. ID t!:>tal-cl~e~1t-;-afl(l-ftit)-the-l\d(htlt)nal 

Gel !at-era 1--flek:l-iR-lM--AeldttiaRal-<.:;oual emi-AG€fHiRt 
if-1-fe&flel:>t-Gf-U~at-e:..lloo~t-"»iAHt;--{~1-)--11·~-fu&per:>t--(#-31-lY 
the Clearing Member Current Collat!illlL.BaJan.C5LQf 
the relevant C~aring Member which is attributable 
~ Individual Segregated Account GleaFit=J9 
GlieRt-in---Fe&j3eGt-ef-whem-tl:'le -Giear.f:tt)-I=IGn:JSe ~ets 
a&-SeGllffty-~~stee-tiR<Zler-a-Gee4-ef-/1..ssi§J~ tfHeAt; 
that-diett~-si'lar-e.- tl-f-aAy)--ef-ameunt-s.. r-ef]t-1-ireG- te 
E'.lisB11iJf§e-- fees-in<*lrfe€1--by--t:he--ser.m·H·y-t rHstee 
(.aGtiHg--iA--tl:tat-G3f>'l6ii~~~~@Gatefi- l>elwH~~-tl 'lat 
8Waf)Cicar-Cie<:w~~=~§l-- -{..~ll(;nt- ~1tKJ - tile otller
~wa~lefH GleariAg-GiieHf&-tlt-t-eSf30GI-of-liiRE,IH Jlle 
GIE~aling 1--IOUf;e-aG\s-rJS-{;ooHri~y lft-J~~tce under ~ IGR 

OeOO-ef-Assigmvtet~t;- -t>y -tl~o-CieanAg -1 10\:lf;e-pffl 
rata a£ il-seBs -f~t IR- il-'.r- ee le-rcl lsbrohon~y the 
relevant Clearing Member op behalf of such client 
(together with any receivables. rights. intangibles 
and any other collateral or assets deposited oL.b.eki 
with the Clearing House in connection with such an 
accountl. 

Has the meaning ascribed to such term in sub
paragraph (i) of paragraph (c) of Regulation 52A 
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IndiVIdual Segregated Account 
Clearing Client 

initial margin 

LCH Approved Outsourcing 
Party 

LCH Clearnet Group 

LCH EnG/ear ore Clearing 
Member 

LCH EnG/ear OTC Contract 

LCH EnG/ear OTC Contract 
Terms 

LCH EnG/ear ore Regulations 

LCIA Rules 

UFFE 

LIFFE Credit Default Swap 
Index Contract 

LIFFE Credit Default Swap 
Index Contract Terms 

LIFFE Market 

December 2013 

Means, in relation to SwapCiear Clearing Client 
Business, a client in respect of whom a SwapCiear 
Clearing Member engages in Individual Segregated 
Account Business. 

An amount determined and published from time to 
time by the Clearing House with regard to each 
category of contract, in respect of which Members 
may be required to r• ovldetraosfer to the Clearing 
House oov:~ 1=Collateral in accordance with these 
Regulations and the Procedures as a condition of 
registration of a contract by the Clearing House and 
otherwise in respect of all Contracts registered with 
the Clearing House, as prescribed by these 
Regulations and the Procedures. 

Means a party approved for these purposes by the 
Clearing House, as set out in the FCM Procedures. 

The group of undertakings consisting of 
LCH.Ciearnet Limited, LCH.Ciearnet Group Limited 
and Banque Centrale de Compensation S.A. trading 
as LCH.Ciearnet SA. (Reference to a "member" of 
LCH.Ciearnet Group within these Regulations ls to 
be construed accordingly). 

A Member who Is designated by the Clearing House 
as an LCH EnCiear OTC Clearing Member eligible 
to clear LCH EnCiear OTC Contracts. 

A Contract entered into by the Clearing House with 
an LCH EnCiear OTC Clearing Member on any 
applicable set of Contract Terms prescribed in the 
LCH EnCiear OTC Regulations. 

The relevant Contract Terms in respect of LCH 
EnCiear OTC Contracts. 

The Clearing House's Regulations, applicable to 
LCH EnCiear OTC Contracts only, from time to time 
in force. 

The LCIA Arbitration Rules of The London Court of 
International Arbitration . 

LIFFE Administration and Management 

A Cleared Exchange Contract entered into by the 
Clearing House and a Member on the LIFFE Credit 
Default Swap Index Contract Terrns. 

The terms of the LIFFE Credit Default Swap Index 
Contract specification provided in LIFFE Rules. 

Any market operated by LIFFE regardless as to 
whether the market is an exchange, multilateral 
trading facility, alternative trading system, other 
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LIFFE Rules 

Link 

Link Agreement 

Link Clearing Agreement 

Linked Exchange Contract 

Linked Member 

Link Regulations 

lot 

LSE 

margin 

market 

December 2013 

platform or an over the counter market but 
excluding any market outside of the European 
Union operated by LIFFE. 

The rules adopted by LIFFE in force from time to 
time and which govern the membership and 
operation of a LIFFE Market. 

The trading and/or clearing arrangements 
established by the Clearing House and a 
Participating Exchange and, as the case may be, an 
Exchange in respect of either or both of the 
following: 

(I) one or more exchange contracts, 

(ii) one or more Participating Exchange 
Contracts. 

An agreement entered into between the Clearing 
House and a Participating Exchange and, if 
applicable, an Exchange for the purposes of a Link. 

A written agreement in one or more forms and in the 
terms prescribed by an Exchange, the Clearing 
House and a Participating Exchange to which, 
amongst others, a Member is party which has the 
function, amongst other things, of facilitating the 
transfer of Contracts on the terms of one or more 
Linked Exchange Contracts covered by such 
agreement in accordance with Regulation 41. 

An exchange contract wh1ch is the subject of a Link. 

A member of a Co-operating Exchange. 

The Clearing House's Link Regulations from time to 
Ume in force. 

The standard unit or quantity prescribed by an 
Exchange, with the approval of the Clearing House, 
as the trading unit of an exchange contract; or 

In relation to a contract other than an exchange 
contract, the standard unit or quantity prescribed by 
the relevant contract terms. 

The London Stock Exchange pic or any successor 
In title. 

Initial margin and/or variation margin and apv 
amounts required to be transferi§&l and mainla~d 
under Regulation 12le) (Margin and Collet~). 

A futures, options, forward, stock or other market, 
administered by an Exchange, or an OTC market in 
respect of which the Clearing House has agreed 
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market day 

Member Compression Cycle 

Member or Clearing Member 

Member Lin!< Agreement 

MER 

Multilateral Compression 

December 2013 

With such Exchange or, in respect of an OTC 
market, with certain participants in that market, to 
provide clearing services on the terms of these 
Regulations and the Procedures. 

In respect of a commodity, a day on which the 
market on which that commodity Is dealt In rs open 
for trading. 

A Multilateral Compression Cycle requested by two 
or more SwapCiear Clearing Members and agreed 
to by the Clearing House in relation to eligible 
SwapCiear Contracts held by those requesting 
SwapCiear Clearing Members. For the avoidance 
of doubt, a Member Compression Cycle will not 
involve any ACSP. 

(i) Subject to (li) means an undertaKing 
(including a firm or company) which is 
entitled to be party to Contracts with the 
Clearing House in accordance with a 
Clearing Membership Agreement and the 
Procedures, a Participating Exchange or a 
Co-operating Clearing House, where so 
agreed with the Participating Exchange or 
the Co-operating Clearing House (as 
applicable}. For the avoidance of doubt, the 
terms "Member'' and "Clearing Member" for 
the purposes of these Regulations, Default 
Rules and Procedures, do not mean 
shareholder of LCH. Clearnet Limited or of 
any other undertaking in the LCH.Ciearnet 
Group. 

(II) "Clearing Member" includes or means (as 
the case may be) FCM Clearing Member for 
the purpose of the Default Rules (including 
the SwapCiear DMP Annex and the 
ForexCiear DMP Annex), the Default Fund 
Rules, the FCM Default Fund Agreement 
and any other document, rule or procedure 
as specified by the Clearing House from time 
to time. 

A Link Clearing Agreement or a Trade Allocation 
Agreement. 

Has the meaning assigned to It In Section 2C.3.3 of 
the Procedures. 

The exercise in which some or all of the SwapCiear 
Contracts submitted by two or more SwapCiear 
Clearing Members for inclusion in a Multilateral 
Compression Cycle are wholly terminated and, 
where relevant, replaced with other SwapCiear 
Contracts whose combined notional value is less 
than the combined notional value of the terminated 
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Multilateral Compression Cycle 

NLX 

NLX Contract 

. 
NLX Contract Terms 

NLX Eligible Derivative Product 

NLX Non-Clearing Participant 

NLX Participants 

NLX Reference Price 

NLX Regulations 

NLX''s Rules 

NLX Service 

NLX Service Clearing Member 

NLX Trading Facility 

NLX Transaction 

December 2013 

SwapCiear Contracts in that Multilateral 
Compression Cycle. 

The process of Multilateral Compression in 
accordance with a Compression Proposal, Whether 
by way of an ACSP Compression Cycle or a 
Member Compression Cycle. 

NASDAQ OMX NLX Limited of 131 Finsbury 
Pavement, London EC2A 1 NT. 

A Contract entered into by the Clearing House with 
an NLX Service Clearing Member pursuant to the 
NLX Regulations . 

The terms of an NLX Contract as set out In the NLX 
contract specification provided in NLX's Rules. 

A derivative product prescribed from time to time by 
the Clearing House as eligible for the NLX Service. 

A person other than an NLX Service Clearing 
Member who is party to an agreement with NLX 
allowing such person to be a participant in the NLX 
Trading Facility and subjecting such person to the 
provisions of NLX's Rules. 

NLX Service Clearing Members and NLX Non
Clearing Participants. 

A Reference Price in respect of an NLX Contract. 

The Clearing House's RegUlations applicable to 
NLX Contracts from time to time in force, 

The wles, practices. procedures, trading protocols 
and arrangements of the NLX Trading Facility as 
the case may be and as may be prescribed from 
time to time relating to NLX Eligible Derivative 
Products 

The servtce provided by the Clearing House under 
the NLX Regulations. 

A Member who Is designated by the Clearing House 
as eligible to clear NLX Contracts. 

The facility, trading system or systems operated 
directly or indirectly by NLX on which NLX Eligible 
Derivative Products may be traded. 

A contract in an NLX Eligible Derivative Product 
between NLX Service Clearing Members arising or 
registered on an NLX Trading Facility meeting the 
requirements of the Regulations and the 
Procedures. 
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Nodal 

Nodal Contract 

Nodal Contract Terms 

Nodal Eligible Derivative 
Product 

Nodal Non-Clearing Participant 

Nodal Participants 

Nodal Reference Price 

Nodal Regulations 

Nodal's RUles 

Noda1 Service 

Nodal Service Clearing Member -

Nodal Trading FacilitY 

Nodal Transaction 

Non-Deliverable FX Transaction -

December 2013 

Nodal Exchange, LLC of 8065 Leesburg Pike, Suite 
700, Vienna, VA 22182, Unfted States of America. 

A Contract entered Into by the Clearing House with 
a Nodal Service Clearing Member pursuant to the 
Nodal Regulations. 

The terms of a Nodal Contract as set out in the 
Nodal contract specification provided in Nodal's 
Rules. 

A derivative product prescribed from time to time by 
the Clearing House as eligible for the Nodal 
Service. 

A person other than a Nodal Service Clearing 
Member who is party to an agreement with Nodal 
allowing such person to be a participant in the 
Nodal Trading Facility and subjecting such person 
to the provisions of Nodal's Rules. 

Nodal Service Clearing Members and Nodal Non
Clearing Participants. 

A Reference Price in respect of a Nodal Contract. 

The Clearing House's Regulations applicable to 
Nodal Contracts from time to time in force. 

The rules, practices, procedures. trading protocols 
and arrangements of the Nodal Trading Facility as 
the case may be and as may be prescribed from 
time to time relating to Nodal Eligible Derivative 
Products. 

The service provided by the Clearing House under 
the Nodal Regulations. 

A Member who is designated by the Clearing House 
as eligible to clear Nodal Contracts. 

The facility, trading system or systems operated 
directly or indirectly by Nodal on which Nodal 
Eligible Derivative Products may be traded. 

A contract in a Nodal Eligible Derivative Product 
between Nodal Service Clearing Members arfsing or 
registered on a Nodal Trading Facility meeting the 
requirements of the Regulations and the 
Procedures. 

Has the meaning given to it in the 1998 FX and 
Currency Option Definitions published by the 
International Swaps and Derivatives Association, 
Inc., the Emerging Markets Traders Association, 
and the Foreign Exchange Committee, or any 
successor organisations, as amended and updated 
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NYSE Liffe Clearing Contract 

NYSE Liffe Clearing Member 

NYSE Liffe Clearing Service 

NYSE Liffe Clearing 
Membership Agreement 

official quotation 

Omnibus Net Segregated 
Account 

Omnibus Net Segregated 
Account Balance 

December 2013 

from time to time. 

A contract in the terms of a LIFFE exchange 
contract subject to the LIFFE Rules entered into by 
LIFFE as central counterparty with a NYSE Liffe 
Clearing Member including, without limitation, an 
open contract, settlement contract, re-opening 
contract or closing-out contract. 

A Clearing Member who has been designated by 
LIFFE to clear NYSE Liffe Clearing Contracts and 
NYSE Liffe Clearing Membership shall be construed 
accordingly. 

The central counterparty and ancillary services 
provided by LIFFE to NYSE Liffe Clearing Members 
in accordance with the LIFFE Rules. 

The tripartite clearing membership agreement 
relating to the NYSE Liffe Clearing Service between 
LIFFE, the Clearing House and each NYSE Llffe 
Clearing Member, as in force from time to time. 

A price determined by the Clearing House under 
Regulation 14. 

Means, in relation to SwapCiear Clearing Client 
Business, a sub-account opened within the Clearing 
House by a SwapCiear Clearing Member in respect 
of Omnibus Net Segregated Business. 

Means, in respect of an individual Omnibus Net 
Segregated Clearing Client, ~l=.e-stlm-ot.;-tH-t~)-!Fte 
R~ 1irl*i--Gellatera!- -att,~et;~led-ay-tl'le-G ler.mH§J 
I +et~se-. lt-r-aGGefrlaA<'~>-WH-R-!l!r-R:t !es-..-+Hel-!3rGsefll:lfeS 

lG· t~1a!:-<Jiien~- (~i}-Hle-fi.)<GeF.s-Cell.~lera~ nttnli)81-efi- by 
tl'le-GieariA~ l~louse-!n "'3GGordanc;e-.wlth it-s-rules-and 
f)FE>Gerlt-~ret'_,_te-tliakli l'M·ll: -ant=l (iit-)· ~'le -/\<J('l iltonnl 
Gollate-ral-heltl-il·l- lht?.· /\ddf1:1t HK>.I Gofl . .-~tt'!ro-11 A~cfumt 
tFH-eG~f-tflat-clien~n liFtt !<'..-( ~ )--~1 (PSf*!C7!-+)f-311Y 
Q~~nii)Y~et-.-Segregated-Gloaring Glien~ lf.l4'espnc-;t 
et-w~gffi-4 1'lo-GleafiR~l-l"'l<·)t~SG-af,ts -.a&-SP.c..;urHy 
tFl,!Stee- uJ'l€1ef:. a-De€d- .of-Assignmet:tt th~-l- cltenl~ 
fJ:\ar-e--Ff-aRy~-ot-ar:FtOt!AIS-reqYnt-xl ({) -tliSGRFif~e 
fees-iRGUFfOEI-by-tRe-seswr~~}i"-IH:J&Iee (aGiiRg-ln -tt4at· 
Gaf>acit-y) - aHoeateEl be~we!'lf:l tha{- SwaflGiuaJ 
(; learit'lg-Giior-lt-al ld-Hre-ot~ler-Swai~GI83f Glec-•F-ing 
Gil en ts--m-fo-sp~ef -wl-lom-tM--~b p.ar.LoiJ~ 

Clruar.iLlQ Membe.L.Qw:rent Col~r:a.L6alan~~Ub~ 
relevant CJearina Member which is attrib.!.ltabl.e_t.Q 
the Omnibus Net Segregated AccOLmt held bUhg 
relevant Clearing Member on behalf of such client 
which is attributed by the Cleariog_J:{ouse to the 
relevant client (together with anv receivables rights. 
intangibles and any other collateral gr assets 
deposited or held with the Clearing House ar:H&-us; 
GeGHH~yA;:Hsteo-l-l J·IE'fef-£HG~1-1Jeet-l-of A-ssifiRI-1-11:7~1 -1) \' 
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Omnibus Net Segregated 
Business 

Omnibus Net Segregated 
Clearing Client 

Open Contract or open contract 

open contract subject to tender 

Open Offer for Turquoise 
Derivatives 

option 

option contract 

original contract 

original exchange contract 

December 2013 

the-Gtear-iH§-~Ieuse-pm •:at;}-."!G-It ~eef~ fii-iH itl'-sslo 
disG~e.tiaAin conneclioJUYitl? such ag g_q£ill[ll,l. 

Has the meaning ascribed to such term in sub
paragraph (ii) of paragraph (c) of Regulation 52A 

Means, in relation to SwapCiear Clearing Client 
Business, a client in respect of whom a SwapCiear 
Clearing Member engages in Omnibus Net 
Segregated Business. 

A Contract made with a Member on the terms 
(subject to variation of such terms as provided in the 
Regulations) of an original contract or a Contract 
made with a Member on the terms set out in the 
Regulations and/or any agreement entered into with 
the Member, which, in either case, has not been 
closed-out, settled or invoiced back in accordance 
with the Regulations and the Procedures. The term 
"open contract" shall include, where relevant, an 
option contract a delivery contract and an Event 
Protection Contract,. but shall not include a 
settlement contract. a re-opening contract or a 
closing-out contract. 

A Cleared Exchange Contract made with a Member 
on the terms (unless otherwise provided in the 
Regulations) of an original exchange contract in 
respect of which a tender has been given, which 
has not been closed out, settled or invoiced back in 
accordance with the Regulations and the 
Procedures, and shall include, except where the 
context otherwise requires, a delivery contract. 

The open offer contained In Regulation 75 in 
relation to Orderbook Matches. 

A right to enter into a contract for the sale and 
purchase of a commodity for future delivery, a 
contract for differences, or a delivery contract. 

A contract for an option on the terms of an 
exchange contract; or 

An original exchange contract, EquityCiear Novation 
Transaction, Eligible OTC Trade, or an OTC 
Transaction other than a Repo Trade, Bond Trade 
or GC Trade. 

A contract includfng, where relevant, an option 
contract on the terms of an exchange contract 
which 

(i) has been entered into on a market or 
otherwise under or In accordance with 
Exchange Rules and subject to Exchange 
Rules of which particulars are to be presented 
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0 TC Contract 

OTC Contract Terms 

OTC market 

OTC Service 

OTC Transaotion 

December 2013 

to the Clearing House for registration in the 
name of members in accordance with 
Exchange Rules, the Regulations or the 
Procedures; or 

(li) arises pursuant to Regulation 41A(b) upon 
the transfer of a contract on the terms of a 
Participating Exchange Contract under a Llnki 
or 

(Ill) by agreement with a Participating Exchange 
is to be registered in the name of a 
Participating Exchange in accordance with 
the terms of any agreement made with a 
Participating Exchange. 

Where any such contract is for more than one lot 
there shall be deemed to be a separate contract in 
respect of each lot and the term "original exchange 
contract" shall be construed accordingly. The term 
"original exchange contract" shall include a 
confirmed contract, except where the context 
otherwise requires. For the avoidance of doubt. the 
term "original exchange contract" shall not include 
any A TP Match made pursuant to the rules of an 
Approved EquityCiear Trading Platform. 

A Contract entered into by the Clearing House with 
a Member on the relevant OTC Contract Terms, as 
prescribed by the Clearing House from time to time, 
in accordance with the Regulations and the 
Procedures and/or any agreement entered Into with 
the Member. 

The SwapCiear Contract Terms in respect of 
SwapCiear Contracts, the RepoCiear Contract 
Terms in respect of RepoCiear Contracts, the 
RepoCiear SGC Contract Terms in respect of 
RepoCiear SGC Contracts and the RepoCiear €GC 
Contract Terms in respect of RepoCiear €GC, the 
ForexCiear Contract Terms in respect of ForexCiear 
Contracts .. 

Any dealings In an Investment (as defined in section 
22(1 ) and Schedule 2 Part II of the Financial 
Services and Markets Act 2000) which are entered 
into otherwise than on or subject to the rules of an 
Exchange. 

A service provided by the Clearing House for the 
clearing of a category of OTC Contract. 

A transaction being a SwapCiear Transaction, 
RepoCiear Transaction, RepoCiear GC 
Transaction1 Repo Trade, Bond Trade or GC Trade, 
or ForexCiear Transaction. 
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Parlicipating Exchange 

Parlicipatlng Exchange Contract -

Parlicipating Exchange Rules 

Portfolios 

Post-Compression Contracts 

Post-Multilateral Compression 
Contracts 

premium 

Price 

December 2013 

An organisation (whether an exchange, association, 
company or otherwise), other than an Exchange, 
responsible for administering a futures, options, 
stock or other market which has conclllded a Link 
Agreement with the Clearing House including such 
an organisation pursuant to which Link Agreement: 

contracts on the terms of one or more Linked 
Exchange Contracts are to be transferred to, 
for clearing by, such organisation; or 

contracts on the terms of one or more 
Participating Exchange Contracts are to be 
transferred to, for clearing by, the Clearing 
House. 

And, for the pUrposes of these Regulations, the 
term 1'Participating Exchange" shall include a Co
operating Clearing House and Co-operating 
Exchange and any clearing house (other than the 
Clearing House) which from time to time provides 
clearing services to such organisation. 

In respect of a Participating Exchange, means a 
class of contract, the terms of which are published 
by the Participating Exchange from time to time, 
permitted to be made by members of the 
Participating Exchange under Participating 
Exchange Rules and which is tne subject of a Link. 

The provisions of a Participating Exchange's 
Memorandum or Articles of Association or other 
constitutional documents, by-laws, rules, 
regulations, procedures, customs, practices, notices 
and resolutions in whatever form adopted by such 
Participating Exchange and any amendment, 
variation or addition thereto. 

Has the meaning assigned to It in the Default Rules. 

Post-Multilateral Compression Contracts and/or any 
replacement SwapCiear Contracts referred to in 
Regulation 48. 

In relation to a Compression Proposal, the 
SwapCiear Contracts registered as a result of 
Multilateral Compression In accordance with such 
Compression Proposal. 

The consideration for the selling of an option 
payable by the buyer in accordance with these 
Regulations and the Procedures. 

In the case of; 

(i) a contract on the terms of an exchange 
contract which is to be performed by delivery 
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Procedures 
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of a commodity, the consideration to be paid 
by the buyer in cash in the currency 
prescribed by the terms of the exchange 
contract, and jn the case of an exchange 
contract which is a contract for differences, 
the valuation quoted as a price under its 
terms: or 

(il) an OTC Contract, the price calculated by the 
Clearing House in accordance with the 
Regulations and the Procedures; or 

(HI) an EquityCiear Contract, the consideration to 
be paid by the buyer in cash in the currency 
as set out in the ATP Match or ATP Match or 
EquityCiear Novation Transaction information 
received by the Clearing House or its relevant 
approved agent; or 

(lv) an LCH EnCiear OTC Contract. the price 
calculated by the Clearing House in 
accordance with the Regulations and 
Procedures. 

One or more documents containing the working 
practices and administrative or other requirements 
of the Clearing House for the purposes of 
implementing or supplementing these Regulations , 
or the procedures for application for and regulation 
of membership of the Clearing House and in respect 
of SwapCJear Dealers, RepoCiear Dealers, 
EquityCiear NCMs, and ForexCiear Dealers 
respectively, for: 

(i) application for admission to the Register of 
SwapCiear Dealers and regulation of 
SwapCiear Dealers admitted to the Register; 

(ii) application for admission to the Register of 
RepoCiear Dealers and regulation of 
RepoCiear Dealers; 

(iii) application for admission to the Register of 
EquityCiear NCMs. 

(iv) application for admission to the Register of 
ForexCiear Dealers. 

and "Procedures" includes FCM Procedures when 
used in the Default Rules and the Default Fund 
Rules. 
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Product 

prompt date 

Proprietary Account 

Protest 

Rate X and Rate Y 

Receiving Clearing Member 

Reference Currency Buyer 

Reference Currency Seller 

Reference Price 

Register of EquityC/ear NCMs 

Register of ForexC/ear Dealers 

Register of RepoC/ear Dealers 
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Has the meaning assigned to it in the FCM 
Regulations. 

rn respect of an exchange contract, the meaning 
ascribed to it In the Exchange Rules governing such 
contract. 

Means a house account with the Clearing House 
opened in the name of a Member to which 
Contracts made by the Member for its own account 
are registered and to which monies in respect of 
such Contracts are credited. 

Has the meaning given to it in Exchange Rules. 

Means, in relation to a SwapC!ear Transaction or a 
SwapCiear Contract, the outstanding payment 
obligations of each party to the transaction, such 
that Rate X comprises the outstanding payment 
obligations of one party to the other and Rate Y 
comprises the outstanding payment obligations of 
the other party to the first party. 

A SwapCiear Clearing Member nominated by one 
or more SwapCiear Clearing Client(s) to receive the 
transfer of Relevant SwapCiear Contracts and, 
where applicable, all of the Associated AcGOl~~ ~~ 
/\~t-f..C.Qllate[al Balaoce of such SwapCiear 
Clearing Client(s) from a Carrying Clearing Member 

Means in relation to ForexCiear Contract that is a 
Non-Deliverable FX Transaction. the party specified 
as the 'Reference Currency Buyer' in the Economic 
Terms. 

Means in relation to ForexCiear Contract that is a 
Non-Deliverable FX Transaction, the party specified 
as the 'Reference Currency Seller' in the Economic 
Terms. 

A price (howsoever called) by reference to which a 
Contract is settled to market, marked to market, 
settled or valued In accordance with the Regulations 
and Procedures. 

The register which lists EquityCiear NCMs. 

The register which lists ForexCiear Dealers 
regarded by the Clearing House as for the time 
being eligible to submit contracts for registration as 
ForexCiear Contracts by the Clearing Hotlse. 

The register which lists RepoCiear Dealers 
regarded by the Clearing House as for the time 
being eligible to submit contracts for registration as 
RepoCiear Contracts or RepoCiear GC Contracts 
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Register of SwapCiear Dealers 

Registration Time 

Regulations 

Regulatory Body 

Relevant Contract 

Relevant SwapCiear Contracts 

re-opening contract 
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by the Clearing House or to deal through one or 
more Automated Trading Systems specified by the 
Clearing House in respect of each such RepoCfear 
Dealer pursuant to which the Clearing ~ouse 
becomes a party to RepoCiear Contracts or 
RepoClear GC Contracts, as the case may be, in 
accordance with the terms of the RepoCiear Dealer 
Clearing Agreement and Regulation 56A. 

The register which lists SwapCiear Dealers 
regarded by the Clearing House as for the fime 
being eligible to submit contracts for registration as 
SwapCfear Contracts by the Clearing House. 

In respect of SwapCiear Contracts shall have the 
meaning given in Regulation 47(e); in respect of 
RepoCiear Contracts and RepoCiear SGC 
Contracts, shall have the meaning given in 
Regulation 54(d) or Regulation 55(d), as applicable; 
in respect of LCH EnCiear OTC Contracts, shall 
have the meaning given in Regulation 73A. 10 
respect of HKMEx Contracts, shall have the 
meaning given In Regulation 89(b), In respect of 
Nodal Contracts, shall have the meaning given in 
Regulation 93(b), In respect of ForexCiear 
Contracts, shall have the meaning given in 
Regulation 104(d) Regulation 104(d), and in respect 
of NLX Contracts, shall haVe the meaning given in 
Regulation 111(b). 

The Clearing House's General Regulations which 
include the Link Regulations, Default Rules, Default 
Fund Rules and Clearing House Settlement Finality 
Regulations, from time to time in force. 

The Secretary of State, The Financial Services 
Authority or professional body designated under 
Part XX of the Financial Services and Markets Act 
2000 or other body given regulatory powers under 
that Act , the Bank of England, the Commodity 
Futures Trading Commission of the United States 
(CFTC) or any department, agency, office or 
tribunal of a nation or state or any other body or 
authority which exercises a regulatory or 
supervisory function under the laws of the United 
Kingdom or under any foreign law. 

Has the meaning assigned to It Regulation 528. 

Those SwapCiear Contracts registered With a 
Carrying Clearing Member on behalf of one or more 
SwapClear Clearing Clients) that are subject to a 
request to be transferred to a Receiving Clearing 
Member. 

A contract arising pursuant to Regulation 20(c) or 
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Repo Trade 

RepoCiear Clearing Member 

RepoCiear Contract 

RepoCiear Contract Terms 

RepoCiear Dealer 

RepOCiear Dealer Clearing 
Agreement 

RepoC/ear Eligibility Criteria .. 
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(d). 

A trading activity in which a RepoCiear Participant 
("the First Participant") offer.s to sell (or buy) 
RepoCiear Eligible Securities, and another 
RepoCiear Participant ("the Second Participant") 
offers to buy (or sell, as the case may be) those 
securities, on condition that, at the end of a 
specified period of time, the Second Participant 
sells (or buys, as the case may be) equivalent 
securities and the First Participant buys (or sells, as 
the case may be) those equivalent securities, and a 
trade subsequently ensues 

A Member who is designated by the Clearing House 
as a RepoCiear Clearing Member eligible to clear 
RepoCiear Contracts, RepoCiear GC Contracts and 
RepoCiear €GC Contract. 

A Contract entered Into by the Clearjng House with 
a RepoCiear Clearing Member on the RepoCiear 
Contract Terms. 

The Terms set out or referred to in Parts A and B of 
the Schedule to the RepoCiear Regulations. 

A person admitted by the Clearing House to the 
Register of RepoCiear Dealers and who has not 
been removed from the Register. 

A written agreement, in the form and on the terms 
prescribed by the Clearing House, between a 
RepoCiear Dealer, a RepoCiear Clearing Member 
and the Clearing House which has the function, 
amongst other things, of setting out the terms on 
which the RepoCiear Clearing Member agrees to 
clear RepoCiear Transactions, RepoCiear SGC 
Transactions, RepoCiear €GC Transactions, Repo 
Trades, Bond Trades, SGC Trades and €GC 
Trades for the RepoCiear Dealer. 

With regard to RepoCiear Transactions, Bond 
Trades and Repo Trades the product criteria set out 
in Part B (''Product Criteria for registration as a 
RepoCiear Contract") of the Schedule to the 
RepoCiear Regulations, and with regard to 
RepoCiear SGC Transactions and SGC Trades, the 
product criteria set out in Part F ("Product Eligibility 
Criteria for registration as a RepoCiear SGC 
Contract") of the Schedule to the RepoCiear 
Regulations and with regard to RepoCiear €GC 
Transactions and €GC Trades, the product criteria 
set out in Part H (''Product Eligibility Criteria for the 
registration of a RepoCiear €GC contract") of the 
Schedule to the RepoCiear Regulations . 
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RepoCiear Eligible Securities 

RepoCiear €GC Contract 

RepoCiear €GC Contract Tetms -

RepoCiear €GC Transaction 

RepoCfear GC Contract 

RepoC!ear G C Transaction 

RepoCiear Open Offer Efigiblflfy 
Criteria 

RepoC/ear Participants 

RepoC!ear Regulations 

RepoCJear SGC Contract 

RepoCtear SGC Transaction 

December 2013 

With regard to RepoCiear Transactions, Bond 
Trades and Repo Trades securities of a type 
described in Part 8 to the Schedule to the 
RepoCiear Regulations, and which appear in the list 
published for this purpose from time to time by the 
Clearing House. 

A Contract entered into by the Clearing House with 
a RepoCiear Clearing Member on the RepoCiear 
€GC Contract Terms. 

The Terms set out or referred to in Parts G and H of 
the Schedule to the RepoCiear Regulations. 

A contract, meeting the requirements of the 
Regulations and Procedures for registration as a 
RepoCiear €GC Contract, details of Which are 
presented to the Clearing House for registration in 
the name of RepoCiear Clearing Members in 
accordance with the Regulations, Procedures and 
the terms of any agreement entered into between 
the Clearing House and each such RepoCiear 
Clearing Member, and any RepoCiear Dealer 
Clearing Agreement, as applicable. 

A RepoCiear €GC Contract or a RepoCiear SGC 
Contract 

A RepoCiear €GC Transaction or a RepoCiear SGC 
Transaction. 

With regard to Bond Trades, Repo Trades and GC 
Trades, the requirements set out in paragraphs (i) to 
(v) inclusive of Regulation 56(c) of the Regulations 
or in sub-paragraphs (i) to (vi) inclusive of 
Regulation 56A(c) of the Regulations , as applicable; 

RepoCiear Clearing Members and RepoCiear 
Dealers and "RepoCiear Participaht" means any of 
them. 

The Clearing House's RepoCiear Regulations, 
applicable to RepoCiear Contracts only, from time 
to time in force. 

A Contract entered into by the Clearlng House w1th 
a RepoCiear Clearing Member on the RepoCiear 
SGC Contract Terms. 

A contract, meeting the requlrements of the 
Regulations and Procedures for registration as a 
RepoCiear SGC Contract, details of which are 
presented to the Clearing House for registration In 
the name of RepoCiear Clearing Members in 
accordance with the Regulations, Procedures and 
the terms of any agreement entered into between 
the Clearing House and each such RepoCiear 
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RepoCiear Transaction 

Reported Trade 

Reqwred Collateral 

@.auire~ -= 

Risk Neutralisation 

Rule book 

Rules of the Clearing House 

SCM Branch 
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Clearing Member, and any RepoCiear Dealer 
Clearing Agreement, as applicable. 

A contract, meeting the requirements of the 
Regulations and Procedures for registration as a 
RepoCiear Contract, details of which are presented 
to the Clearing House for registration in the name of 
RepoCiear Clearing Members in accordance with 
the Regulations, Procedures and the terms of any 
agreement entered into between the Clearing 
House and each such RepoCJear Clearing Member, 
and any RepoCiear Dealer Clearing Agreement, as 
applicable. A "RepoCiear Repo Transaction" is 
such a contract for the trade of a repo; a 
"RepoCiear Bond Transaction" is such a contract for 
the trade of bondls. 

A trade, other than a trade resulting in a Turquoise 
Derivatives Orderbook Match, which is reported to 
TGHL for registration with the Clearing House in 
accordance with Exchange Rules or the terms of 
any arrangements entered into between TGHL and 
a Co-operating Exchange. 

Means, In relation to SwapCiear Clearing Client 
Business, the margin required by the Clearing 
House from a SwapCiear Clearing Member from 
time to time in respect of its SwapCiear Client 
Business. 

Means: ([lJp respect of an Individual Segre_g~q 
Account or an Omnibus Net Segregated Account 
the Required Collateral in respect of that account: 
and (ij) in respect of an agcount other than an 
lru:lividuaiSegregated Accoupt or an Omnibus Net 
SAAmgated Account. the most recent amount of 
each type of margin which the Clearing House 
requires In respect of the relevant account as 
determined by the most recent Collateral balances 
and valuations shown on the Collateral 
Management System and notified to the relevant 
Clearing Member by the Clearing House, 

Has the meaning assigned to ft in the Default Rules. 

The Regulations, Default Rules, Settlement Finality 
Regulations, Procedures, and such other rules of 
the Clearing House, as published and amended 
from time to time. 

The Rulebook of the Clearing House including the 
General Regulations, Default Rules, Settlement 
Finality Rules, Procedures and these NYSE Liffe 
Clearing Regulations 

A branch or part of a SwapCiear Clearing Member, 
not being a different legal person from the 
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segregated client 

seller 

Serv1ce 

settlement contract 

settlement price 

SGC TraCie 
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SwapCiear Clearing Member, which is authorized 
by the Clearing House to submit to the Clearing 
House, in the name of that SwapCiear Clearing 
Member, SwapCiear Transactions for registration, 
subject to these Regulations and the Procedures, 
by the Clearing House as SwapCiear Contracts. 

A person whose monies are held by a Member 
separately from the Member's own monies with 
whom the Member has agreed (or in respect of 
which the Member is required) not to use such 
person's monies for the Member's own account. 

A Member (or the Clearing House where the context 
so requires) who is a seller under the terms of an 
exchange contract, a Cleared Exchange Contract, a 
Turquoise Derivatives Cleared Exchange Contract, 
a RepoCiear Transaction. a RepoCiear SGC 
Transaction, a RepoCiear Contract, a RepoCiear 
SGC Contract, an EquityCiear ATP Match, an 
EquityCiear Novation Transaction, an EquityCiear 
Contract, or an LCH EnCiear OTC Contract, as the 
case may be. 

means any one of the services made available by 
the Clearing House: (i) to an Exchange; (ii) under 
the SwapCiear Regulations and under the FCM 
Regulations in respect of FCM SwapCiear 
Contracts; (iii) under the RepoCiear Regulations; 
(iv) under the EquityCiear Regulations; (v) under the 
LCH EnCiear OTC Regulations and under the FCM 
Regulations in respect of FCM EnCiear Contracts; 
(vi) under the Turquoise Derivatives Regulations; 
(vii) under the HKMEx Regulations: (viii) under the 
Nodal Regulations; (fx) under the NYSE LIFFE 
Regulations; or (x) under the ForexCiear 
Regulations and under the FCM Regulations in 
respect of FCM ForexCiear Contracts. 

A contract between the Clearing House and a 
Member arising pursuant to Regulation 15(b), 
Regulation 73C(b) or Regulation 91(b) or 95(b). 

One or more prices determined and issued by an 
Exchange in accordance with its Exchange Rules in 
respect of a delivery month or prompt date; or 

In relation to a Contract other than an exchange 
contract, one or more prices determined in 
accordance with the Regulations or the Procedures. 

A trading actiVity in which a RepoCiear Participant 
("the First Participant") offers to sell (or buy) an 
agreed value of securities comprised in an SGC 
Basket, to be allocated in accordance with the 
RepoCiear Procedures applicable to RepoCiear 
SGC Contracts, and another RepoCiear Participant 
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Special Member 

Standard Terms 

strike pnce 
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(''the Second Participant") offers to buy (or sell , as 
the case may be) the securities so allocated, on the 
conditions that: 

(i) at the end of a specified period of time, the 
Second Participant sells (or buys, as the case 
may be} Equivalent Securities (as such term 
fs used in the RepoCiear SGC Contract 
Terms) and the First Participant buys (or 
sells, as the case may be) those Equivalent 
Securities; and 

(il) the understanding of the parties is that their 
obligations during the term of the transaction 
will be represented by a ·series of overnight 
repurchase transactions effected through 
Euroclear UK and Ireland delivery by value 
(DBV) functionality, as contemplated by the 
RepoCiear Procedures applicable to 
RepoCiear SGC Contracts, 

and a trade subsequently ensues. 

(a) An organisation which has the necessary 
licences, authorisations and approvals to act 
as a clearing house or otherw1se provide 
clearing services or an organisation which 
has the necessary licences, authorisations 
and approvals to administer a futures, 
options, stock or other market and also to 
act as a clearing house in respect of such 
market or markets. 

(b) An organisation carrying on comparable 
activities as the Clearing House may 
determine from time to t jme, 

Which has concluded a Clearing Membership 
Agreement with the Clearing House in such form as 
the parties may agree, pursuant to which such 
organisation clears specific types of Contract and 
agrees to be bound by these Regulations as a 
Member, to the extent and subject to any variations 
agreed in such Clearing Membership Agreement. 

That part of the SwapCiear Contract Terms, the 
RepoCiear Contract Terms, the LCH EnCiear OTC 
Contract Terms, or the ForexCiear Contract Terms 
designated as Standard Terms by the Clearing 
House from time to time. 

The price specified In an option contract which 
becomes the price of the commodity under a 
contract for the future sale and purchase of that 
commodity for future delivery or, as the case may 
be, under a delivery contract, in either case on the 
exercise of the option, the subject of such option 
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Swap Clear Clearing Agreement 

SwapCiear Clearing Client 

SwapCiear Clearing Client 
Business 

SwapC/ear Clearing Client 
Entitlement 

SwapC/ear Clearing End-User 
Notice 

Swap Clear Clearing House 
Business 

SwapC/ear Clearing Member 
(SCM) 

Swap Clear Clearing Services 

SwapCiear Clearing Client 
Entitlement 

Swap Clear Contract 

December 2013 

contract, in accordance with Exchange Rules, these 
Regulations and the Procedures. 

Means ~~lienklear.ifl~-:a!'}l'.oem\31 ~1-pH.wkH!ltT-fOf 
U~e-GFCC\~9~1 Q(-<\~Separa\€-~OA-Master-~r-esmc~"lt 
(inslfdding-RRY Gr~ei~_gtJp~c:>ft-A~·mex-aRd--ethP-~ 
SUI'}ple~neRiar-y -agt:eGI·Hen.ts.}~yitable contractual 
arrangemegts between a SwapCiear Clearing 
Member and a SwapCiear Clearing Client in relation 
to the SwapCiear Clearing Services. 

Means an Individual Segregated Account Clearing 
Client or an Omnibus Net Segregated Clearing 
Client. 

Means Individual Segregated Account Business and 
Omnibus Net Segregated Business entered into by 
a SwapCiear Clearing Member in respect of its 
swapCiear Clearing Clients. 

Has the meaning assigned to It in Regulation 528. 

Means the SwapCiear Clearing End-User Notice as 
specified by the Clearing House from time to time. 

Means SwapCiear Contracts entered into by a 
SwapCiear Clearing Member wlth the Clearing 
House on a proprietary basis and for its own 
account. 

A Member who is designated by the Clearing House 
as a SwapCiear Clearing Member eligible to clear 
SwapCiear Contracts which includes. in the case of 
the Default Rules, the Default Fund Rules (including 
the SwapCiear DMP Annex), the FCM Default Fund 
Agreement and any other document. rule or 
procedure as specified by the Clearing House from 
time to time, an FCM Clearing Member. 

Means the entering into of SwapCiear Contracts by 
a SwapCiear Clearing Member in respect of its 
Individual Segregated Account Clearing Clients and 
its Omnibus Net Segregated Clearing Clients. 

Has the meaning assigned to it General Regulation 
528. 

A Contract entered into by the Clearing House with 
a SwapCiear Clearing Member on the SwapCiear 
Contract Terms which includes, in the case of the 
Default Rules (including the SwapCiear DMP 
Annex), the Default Fund Rules, the FCM Default 
Fund Agreement and any other document, rule or 
procedure as specified by the Clearing House from 
time to time, an FCM SwapCiear Contract 
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Swap Clear Contract Terms 

SwapC/ear Deater (SO) 

Swap Clear Dealer Clearing 
Agreement 

SwapC/ear DMG 

SwapC/ear DMP 

SwapC/ear Product Eligibility 
Criteria 

SwapCiear Regulations 

SwapC/ear Tolerance 

SwapC/ear Transaction 

SWORD 

tender 

December 2013 

The terms applicable to each SwapCiear Contract 
as set out from time to time in the Schedule to the 
SwapCiear Regulations or the Procedures. 

A person admitted by the Clearing House to the 
Register of SwapCiear Dealers and who has not 
been removed from the Register. 

A written agreement, in the form and on the terms 
prescribed by the Clearing House between a 
SwapCiear Dealer, a SwapCiear Clearing Member 
and the Clearing House which has the function, 
amongst other things, of setting out the terms on 
which the SwapCiear Clearing Member agrees to 
clear SwapCtear Transactions for the SwapCiear 
Dealer. 

Has the meaning assigned to it in the Default Rules; 

Has the meaning assigned to It in the Default Rules; 

Means the product eligibility criteria set out In 
paragraphs 1.1(a), 1.1(b) or 1.1{c) and 3 of Part B 
of Schedule A to the SwapCiear Regulations. 

The Regulations entitled as such, applicable to 
SwapCiear Contracts only, from time to time in 
force. 

Has the meaning assigned to it in Section 2C.3.3 of 
the Procedures. 

Means any transaction the details of which are 
presented to the Clearing House via an Approved 
Trade Source System for the purpose of having 
such transaction registered at the Clearing House 
as two SwapCiear Contracts or one SwapCiear 
Contract and one FCM SwapCiear Contract (as the 
case may be), regardless of whether such 
transaction (a) Is an existing swap transaction, (b) 
was entered into in anticipation of clearing, or (c) is 
contingent on clearing. 

The system operated by the Clearing House for, 
inter alia, facilitating the issue, recording and 
electronic transfer of London Metal Exchange 
warrants. 

A notice in writing, given by or on behalf of a seller 
{or buyer where Exchange Rules so require) 
pursuant to Exchange Rules these Regulations and 
the Procedures, of an intention to make (or take) 
delivery of a commodity. 
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Terminating SwapC/ear 
Contracts 

The Clearing House Turquoise 
Derivatives Services -

TGHL 

Trade Allocation Agreement 

trade correction procedures 

Trading Platform Particulars 

Treasury Contract 

Treasury Account 

Turquoise Derivatives Account 

December 2013 

In relation to any Compression Proposal, the 
SwapCiear Contracts which will be terminated and 
replaced with Post-Multilateral Compression 
Contracts in accordance with Regulation 488. 

The services provided by the Clearing House 
pursuant to the Turquoise Derivatives Regulations. 

London Stock Exchange pic whose registered 
office is at 10 Paternoster Square, London EC4M 
7LS. 

An agreement in one or more forms and in the 
terms prescribed by an Exchange, the Clearing 
House and a Participating Exchange to which, 
amongst others, a Member is a party which has the 
function of facilitating, amongst other things, the 
transfer, in accordance with Regulation 41 I or those 
Contracts on the terms of a Linked Exchange 
Contract which are permitted by the terms of such 
agreement to be transferred under such agreement. 

The procedures established for the purposes of a 
Link to facilitate the correction of errors 
contemplated by such procedures. 

The orders or other trade particulars submitted in 
respect of the sale or purchase of EquityCiear 
Eligible Equities or EquityCiear Eligible ccCFD(s), to 
an ATP In accordance with the relevant ATP Market 
Rules by, or on behalf of, an EquityClear Clearing 
Member (including, where relevant, submission of 
such orders or other trade particulars by or on 
behalf of an EquityCiear NCM on behalf of the 
relevant EquityCiear Clearing Member pursuant to, 
and in accordance with, the relevant Approved 
EquityCiear Clearing Agreement between them and 
the relevant ATP Market Rules) or, in the case of an 
EquityCiear Mixed Member Match, by, or on behalf 
of a member of a relevant Co-operating Clearing 
House. 

Means any contract, including a contract of deposit, 
entered into by the Clearing House with that 
Member for purposes of, in connection with or 
otherwise in the course of Its treasury management 
activities. 

Means any accounting process under which an 
amount due under a Treasury Contract from a 
member to tile Clearing House is set off against any 
amount due from the Clearing House to that 
Member. 

An account maintained In the name of TGHL. by the 
Clearing House pursuant to Regulation 5 in which 
Turquoise Derivatives Cleared Exchange Contracts 
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Turquoise Derivatives Cleared 
Exchange Contract 

Turquoise Derivatives Contract 
Specification 

Turquoise Derivatives Eligible 
Product 

Turquoise Derivatives Non
Clearing Member (Turquoise 
Derivatives NCM) 

Turquoise Derivatives 
Orderbool< 

Turquoise Derivatives 
Orderbook Match or Orderbool< 
Match 

Turquoise Derivatives 
Regulations 

Turquoise Derivatives Trade 
Particulars 

TUrquoise Derivatives OTC 
Trade 

Turquoise Derivatives 
Transactions 

UnalloCated Excess 

Unallocated Excess Sub
Account 

December 2013 

may be registered pursuant to Regulation 75, 80 or 
tn such other circumstances as may be agreed 
between TGHL. and the Clearing House from time 
to time. 

A Contract entered into by the Clearing House in 
accordance with the Turquoise Derivatives 
Regulations. 

In respect of a Turquoise Derivatives Eligible 
Product, the relevant contract specification set out 
in the Turquoise Derivatives Rules. 

A product traded under the Rules of the London 
Stock Exchange Derivatives Market which TGHL 
has agreed from time to time with the Clearing 
House is to be cleared by the Clearing House 
pursuant to these Regulations. 

A member of TGHL who is not a Member and is 
party to a subsisting Turquoise Derivatives NCM· 
GCM Agreement. 

The electronic orderbook operated by TGHL for the 
trading of Turquoise Derivatives Eligible Products. 

A match made on the Turqu9ise Derivatives 
Orderbook of two sets of Turquoise Derivatives 
Trade Particulars submitted by or on behalf of two 
Members or a match made on the Combined 
Turquoise Derivatives Orderbook of two sets of 
Turquoise Derivatives Trade Particulars submitted 
by or on behalf of a Member and a Linked Member 

The Regulations set out in Regulations 74 to 87 
inclusive. 

Means the trade particulars of an order submitted to 
the Turquoise Derivatives Orderbook by or on 
behalf of a Member or, in the case of a Member 
which is a Co operating Clearing House, submitted 
to the Combined Turquoise Derivatives Orderbook 
by or on behalf of a relevant Linked Member. 

An OTC trade reported to TGHL London 1n 
accordance with its Rules for its OTC Service. 

An Orderbook Match1 Turquoise Derivatives OTC 
Trade, Reported Trade, Cross-Border Re
registration and a Cross-Border Transfer. 

Has the meaning assigned to it in the FCM 
Regualtions. 

Has the meaning assigned to It in the FCM 
Regualtions. 
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US Trading Venue 

US Trading Venue Transaction 

variation margin 

December 2013 

A swap execution facility or designated contract 
market registered as such with the CFTC which the 
Clearing House has approved for the purposes of 
havrng transactions executed thereon submitted to 
the Clearing House for registration. For the 
avoidance of doubt, a US Trading Venue need not 
be an Approved Trade Source System. 

In respect of a Clearing Member, a transaction 
recorded in the Clearing House's systems (via 
applicable messaging from the relevant US Trading 
Venue, Approved Trade Source System or 
otherwise) as a transaction that was executed on a 
swap execution facility or designated contract 
market that, as at the time of such execution, was 
an Eligible US Trading Venue in respect of such 
Clearing Member. 

An amount determined by the Clearing House in 
accordance with the Procedures in respect of 
original contracts or open contracts (as the case 
may be )-t9y- Fefefet"lGe-!e-t~lE! -EIIffefenc-e bel~veelt41".Je 
GBHlF8.6t-val~:te-<:>f -HI.H3h-00fl{Fal71-&- (-a•HJele8'111nOf~ IR 

a6CeFEI;:mse-w~ttr-tfte-J2FeooatJre-s }-afld -lfle-value-e~ 
Sl:l!;h-GeFtl~...at-e~i~ial ;quetaliens-er- al- suGI1-ett:leF
f}Rses---as-lRe----Gleaflflfi}---+~eHse--IH3'f--E'i el''l H·ni Ae 
(l~:tr.&l:laAt-te-U:te-PFeSe~:l1e-let+~l'iat~0A 

maf!:}tn!'..sflalt-iAGl~:~de-l:laiJ.y-set!1erHel'lt-ilmHunts-save 
wher-e-the -6t:lAte-*elhei-Wise-l:eqt-tll:es 

Terms not otherwise defined have the meaning given to them in the General Regulations of the 
Clearing House. 

Any reference in these Regulations or the Procedures to statutes or statutory instruments or 
provisions thereof shall be to such statutes or statutory instruments or provisions thereof as 
amended, modified or replaced from time to time. 

Reference to writing contained in these Regulations or the Procedures shall include typing, 
printing, lithography, photography or any other mode of representing or reproducing words in a 
visible form. 

Words importing the singular shall, where the context permits, include the plural and vice-versa. 

Any reference to time contained in these Regulations or the Procedures shall, unless otherwise 
stated, be to London time. Times are shown using the twenty four hour clock. 

Any reference in these Regulations to a person or a party (howsoever described) shall include its 
successors. 

Headings are used herein for ease of reference only. 
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Regulation 4 Clearing Member Status of the Clearing House 

(a) Application for clearing member status of the Clearing House shall be made in 
accordance with the Procedures. A Member's clearing member status of the Clearing 
House shall be governed by these Regulations, the Procedures and any Clearing 
Membership Agreement to which he is for the time being party. Clearing member status 
does not provide or entitle a Member to any shareholding membership of LCH.Ciearnet 
Limited or any shareholding or other membership of any other member of the 
LCH.Ciearnet Group or any entitlement to membership of or participation in 
LCH.Ciearnet SA, which has separate and distinct membership requirements. 

(b) The Clearing House shall determine which categories of Contract a Member is eligible to 
have registered in its name from time to time. If, in its absolute discretion, the Clearing 
House determines that a Member no longer meets the relevant eligibility criteria for a 
particular category, or categories, of Contract the Clearing House may rescind that 
Member's eligibility to have Contracts of such category or categories registered in its 
name, but without prejudice to his right to have registered in his name, subject to the 
Regulations, the categories of Contracts in respect of which the Member does meet the 
eligibility criteria. The Clearing House may from time to time publish a list of Members 
identifying the category or categories of Contracts Which each Member is eligible to have 
registered in its name. 

(c) A Member shall be a principal to and not an agent in respect of any Contract registered 
in his name with the Clearing House. In performing its obligations and exercising its 
rights under these Regulations, the Clearing House shall take no account of any right or 
interest which any person other than the Member may have In any s<W<)I 
h·IFI4i~l=-ledgollateral transferred by such Member to the Clearing House. 

(d) Any Regulation or group of Regulations expressly stated not to apply to a Participating 
Exchange, and paragraph (a) above, shall not apply to a Participating Exchange, being 
an Exchange which is party to a trading and/or clearing agreement with an Exchange to 
whom the Clearing House provides clearing services and who has agreed to become a 
Member. The Clearing House shall enter into one or more agreements with such 
Participating Exchange which shall govern dealings between them and which may apply, 
disapply or modify, as the case may require. some or all of these Regulations with 
respect to such Participating Exchange. 
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Regulation S Accounts 

(a) Accounts (incfuding, where requested, client accounts) shall be opened between each 
Member and the Clearing House ln accordance with the Procedures. A Member shall be 
responsible for all obligations owed to the Clearing House in respect of every account 
opened in respect of such Member. 

(b) This paragraph applies to a Member's Proprietary Accounts. In the event that more than 
one Proprietary Account is opened in respect of a Member, the Clearing House shall 
have the right to combine or consolidate the balances on any or all of the Member's 
Proprietary Accounts, and to set off any amount or amounts standing from time to time to 
the credit of any one or more of such accounts in or towards payment or satisfaction of 
all or any of the Member's liabilities to the Clearing House on any one or more of such 
accounts. 

(c) This paragraph applies to a Member's client accounts. Unless the Rules of the Clearing 
House provide otherwise, in the event that more than one client account is opened in 
respect of a Member, the Clearing House shall have the right to combine or consolidate 
the balances on any or all of such client accounts of a Member, and to set off any 
amount or amounts standing to the credit of any one or more of such client accounts of a 
Member in or towards payment or satisfaction of all or any of the Member's liabilities to 
the Clearing House on any one or more of such client accounts. 

(d) Amounts standing to the credit of a Member's accounts, other than, subject to 
paragraphs (c) above, his client accounts, may be applied by the Clearing House 
towards the payment of any sum whatsoever due by the Member to the Clearing House 
whether or not arising under these Regulations, save that, subject to Rule 8(d) of the 
Default Rules, no amounts standing to the credit of such Member's accounts shall be 
applied in or towards payment or satisfaction of all or any of the Member's liabilities to 
the Clearing House on any one or more of the Member's client accounts. Amounts 
standing to the credit of a Member's account relating to Contributions made under the 
Default Fund Rules may be applied as provided for in the Default Fund Rules. 

(e) Any rights of set-off. combination of accounts or appropriation which the Clearing House 
may have under these Regulations or otherwise shall apply whether or not accounts are 
denominated in the same currency. 

(f) Interest calculated on a basis determined from time to time by the Clearing House in 
accordance with the Procedures may at the Clearing House's discretion (but subject to 
the provisions of the Default Fund Rules and to Regulation 58( d)) be paid, or, in the case 
of negative interest rates, be charged, on amounts standing to the credit of any of the 
Member's accounts. 

(g) Debit balances due to the Clearing House on any account opened in respect of a 
Member are payable by such Member on demand and interest may at the Clearing 
House's discretion be charged on debit balances remaining unpaid (whether or not 
demand for payment is made) on a basis and at a rate determined from time to time by 
the Clearing House in accordance with the Procedures. 

(h) Subject to the provisions of the Default Fund Rules, the Clearing House may at its 
absolute discretion alter the basis of calculating interest rates and such alteration shall 
be effective in respect of all current and future business on the date notified to 
Exchanges and to Members in accordance with the Procedures. 
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(i) If a Member specifies a Termination Date under Regulation 39A, the Member shall be 
entitled to set off any or all amounts (whether present or future, liquidated or 
unliquidated, actual or contingent: but excluding any claims in respect of the outstanding 
balance of a Clearing Member's ContribJ..!tlon under DefAult Fund Rule 23lal{i)) due as 
between the Clearing House and the Member~*1;1rovided. however. that a Nm.inati.on 
Am.Q.unt or other sum payable in respect of an amount recorded in or referable to a lslnd. 
of account mav not be combined or set off against any other amount unless such other 
fll!J2UOt is~orded ig or the. same to another l<incl of account. For the purp_o.s_e_s_of_1bis_ 
futqulation S(i); 

{j) e~h client aQCQl!Ol of the defa!,Jiter which is an Individual Segregated Account 
or an Omnibus Net Segregated Account shall constitute a separate "kind of 
.account": 

{jj) all client accounts of the defaulter <other than lndMdual Sem,egated Accounts 
and Omnibus Net Segregated Accounts) shall together consistyte a single "kind 
.oi.a~unt" : and 

{liD the Propnetary Accounts of the defaulter shall to..<Jmb!li-CQM.ti1u.te_a_slngle "kind 
of account" 

0) Where a payment has been made to the Clearing House by a Member through the PPS, 
that payment will only be creditied to the account of the Member with the Clearing House 
if it (i) is paid into an account of the Clearing House with an institution which is solvent, 
(ii) that institution has performed its concentration function (being the transfer of net 
funds from the institution to a central account in the name of the Clearing House) and (iil) 
the institution has made the relevant payments to other Members on the date when the 
payment was due to be received by the Clearing House. 
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Regulation 9 Registration 

(a) Paragraphs (b), (d) and (f) only of this Regulation shall apply to a contract on the terms 
of an exchange contract arising under Regulation 41 A(b) upon the transfer of a con'tract 
on the terms of a Participating Exchange Contract under a Link. The Clearing House 
shall not register an original exchange contract or an Event Protection Contract in the 
name of a Member unless such contract has been confirmed or deemed confirmed 
pursuant to Regulation 6, 7 or 18 by or on behalf of a Member as a buyer and a Member 
as a seller who thereby have consented to such contract being registered in his name. 
The Clearing House shall register a contract in the name of a Member which is a 
Participating Exchange in accordance with the terms of any agreement made with the 
Participating Exchange and none of the following paragraphs shall apply in respect of a 
Member which is a Participating Exchange. 

(b) Where the Procedures so provide the Clearing House may require the Members in 
whose names one or more contracts are to be registered to ~Ft-1~sh-it-wil-!1--seveF 
·f011rans.fer Coll§l.teralJQ..Jbe_CJaadngJJouse in c~ect of their initial and variation margin 
obligations as a condition of registration of such contract or contracts, and such 
sover·CQIIatecal shall be ~wnishetllransferred to the Clearing House in accordance with 
Regulation 12 and, if applicable, the SwapCiear Regulations, the RepoCiear 
Regulations, the EquityCiear Regulations, the LCH EnCiear Regulations, the LCH 
EnCiear OTC Regulations, the Turquoise Derivatives Regulations, the HKMEx 
Regulations, the Nodal Regulations, the ForexCiear Regulations, or the NLX 
Regulations 

(c) The Clearing House may decline to register an original contract in the name of a 
Member where it considers such action advisable for its own protection or the protection 
of the relevant market. The Clearing House may, without assigning any reason, make 
the registration of any contract subject to any conditions stipulated by the Clearing 
House Including, without limitation, the furnis~)iAg-ef-cGVef-fGHnflr~inllilnsfer of Sllfficiegt 
gollarecal by both Members in whose name any such contract is to be registered . 

(d) This paragraph does not apply to a Member which is a Participating Exchange. No 
original exchange contract for a commodity shall be registered in the name of a Member 
who is not entitled under Exchange Rules to have original exchange contracts for such 
commodity registered in his name. 

(e) The Clearing House shall be deemed to register in the name of a Member an original 
exchange contract, at the time prescribed in the Procedures ln respect of such exchange 
contract or. in the case of an original exchange contract registered by the Clearing 
House pursuant to rule 6(a) of the Default Rules, at the time chosen by the Clearing 
House whereupon Regulation 3(a) shall take effect. 

(f) A contract on the terms of an exchange contract arising under Regulation 41 A( b) upon 
the transfer of a contract on the terms of a Participating Exchange Contract under a Link 
shall be registered in the name of the Member referred to ill Regulation 41A(b) and shall 
be deemed to be registered in the name of such Member upon the arising of such 
Contract 
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Regulation 10 Trading Information 

The Clearing House shall make available to a Member in the manner and by the time prescribed 
by the Procedures, such details of original contracts presented for registration in the name of that 
Member, open contracts registered in that Member's name, and GeVef-~FHffihed.Coflateral 
t(aosferted to the Clearing House by that Member as may be prescribed in the Procedures . 
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Regulation 11 Transfer 

(a) A Member may not allocate or transfer a confirmed contract. or an open contract 
registered in his name except as provided in paragraph (d) below or in Regulation 4 i or 
in Regulation 52C. 

(b) If a Member wishes to transfer an open contract from his name to be registered in the 
name of another Member, the Clearing House may, with the agreement of both 
Members and subject to such conditions as it may stipulate, at its absolute discretion 
and, without prejudice to any power of the Clearing House under the Default Rules, and 
where relevant with the consent of the Exchange whose Exchange Rules form part of 
the terms of such open contract, transfer the registration of such open contract into the 
name of the Member agreeing to have such contract registered in his name, whereupon 
Regulation 3(b) shall take effect. 

(c) No open contract on the terms of an exchange contract may be transferred pursuant to 
paragraph (b) above to any Member who is not entitled under Exchange Rules to have 
open contracts on the terms of that exchange contract registered in his name. No open 
contract, being a SwapCiear Contract, may be transferred pursuant to paragraph (b) 
above to any Member who is not a SwapCiear Clearing Member, and no open contract, 
being a RepoCiear Contract, may be transferred pursuant to paragraph (b) above to any 
Member who is not a RepoCiear Clearing Member. No open EquityCiear Contract may 
be transferred pursuant to paragraph (b) above to any Member who is not an 
EquityCtear Clearing Member. No open LCH EnCiear OTC Contract may be transferred 
pursuant to paragraph (b) above to any Member who Is not an LCH EnCiear OTC 
Clearing Member. No open ForexCiear Contract may be transferred pursuant to 
paragraph (b) above to any Member who is not a ForexCiear Clearing Member. 

(d) Rights under an open contract shall not be capable of assignment by a Member. Any 
such purported assignment by a Member, or any purported transfer that is not in 
compliance with this Regulation, shall be void . 
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Regulation 12 Margin and Gev~9iACollateral 

(a) The Clearing House may in accordance with the Procedures require a Member to turHisl4 
ii -·Witlt-eover~r Collateral to the ClearingJ:lQl.J.S.e, and to lffie~lht.'-C i e<¥ing---l=lel:lsa 
hiR-tic!:led-w~I:A-St»fisiertt-<xweF-at-aiHimesmai.ntain a Clearing Member Current Co.ll.ai.eral 
89laoce, in an amount determined by the Clearing House, as security for the 
performance by such Member of its obligations to the Clearing House in respect of all 
contracts from time to time to be registered in his name as open contracts pursuant to 
these Regulations. The obligation upon a Member to fl:lfHish~ver:lli!nsfer Collateral to 
the Clearing House pursuant to this paragraph shall be in addition to any other obligation 
of the Member to ftm~iRII-G&ver.transfer Collateral to the Clearing House pursuant to 
these Regula1ions. 

(b) The Clearing House may in accordance with the Procedures require a Member to ~urFHt;~' 
il:-wi~l+seveftransfer Collatera.Uo the Clearing Hous~ in respect of initial or variation 
margin in circumstances prescribed by the Regulations and the Procedures in respect of 
any open contract registered in the Member's name, such GGver-QQllate.r.al to be 
flm~s.Ae€ltraosfe..cr..ed by the Member in such form and manner and by such time or times 
as may be prescribed by the Procedures. 

(c) If insufficient meAies-aFeC~ standing to the credit of a Member's account, or if 
any sewfi-t-~f-{l~~sitotl~ or monies transferred by a Member ,1£-GfNeHs~ 
Clearing House as Collateral are. determined by the Clearing House in accordance with 
the Procedures to be insufficient, such C::!)W~r- ft)r lflar-giHC.ollateral as the Member is 
requif§d to transfer to the Clearing House-reqlllfe:r a 1\il:'nit-'le'l'- !9 furAish-le i\ pursuant to 
paragraph (b) above or Regulation 9 or the SwapCiear Regulations, the RepoCiear 
Regulations, the EquityCiear Regulations, the LCH EnCiear Regulations, or LCH 
EnCiear OTC Regulation~ . the Turquoise Derivatives Regulations, the HKMEx 
Regulations, the Nodal Regulations, the ForexCiear Regulations or the NLX 
Regulations, as applicable, shall be h-lrAI-cl~eGitransferred to the C!earioq House by the 
Member in such form and manner and by such time or times as may be prescribed by 
the Procedures. 

ill. fEI-Hr)-- The Clearing House shall be entitled to assume that all securities and 
other assets fllfffisl~r:-tlet~esite<Jtransferred by a Member to ar with- the 
Clearing House as eover-Collateral pursuant to these Regulations or under the 
terms of any agreement made with the Member are the sole legal and beneficial 
property of the Member or are t~r-R~SI1e<l-er-t:~ef3Bsltcf.l transfe.rred for the 
purposes of these Regulations with the legal and beneficial owner's 
unconditional consent and free of such owner's interest. A Member may not 
fumish--of-tJef.lGBittransfer securities or other assets to OF-with-the Clearing 
House as oo~l€3r~ollateraJ otherwise than in conformity to this paragraph. It shall 
be accepted by every person dealing on the terms of these Regulations that a 
Member has such person's unconditional consent to fwnish or deposiUraosfer 
to er-Wfll:l-the Clearing House as eov€,, .GQ.IJ.aie_mj for the purposes of these 
Regulations any securities or other assets of such person in the Member's 
possession, free of such person's interest. 

(ii) Each Member represents and warrants to the Clearing House as at each date 
on which such Member fwnis~te&-0Hiepos.iMransfers securities or other assets 
to e1:....with the Clearing House as GGVN-Cgllateral pursuant to these Regulations 
(a) that, such Member is the sole legal and beneficial owner of those securities 
or other assets or, as the case may be, those securities or other assets are so 
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f~:lffii.&f=l~f--<.lepasite(Jtraosferred with the legal and beneficial owner's 
unconditional consent and free of such owner's interest and (b) that the 
provision to the Clearing House of such securities or other assets pursuant to 
these Regulations will not constitute or result in a breach of any trust, 
agreement or undertaking whatsoever. 

(iii) The Clearing House may, In its absolute discretion and at any time require a 
Member to rt lr-rush- ar-anpestUransfer other securities or assets to <:ll Wllh- the 
Clearing House in substitution of any securities or assets c4~B£t\e{J 
witl:ltr.ao_sferred tQ the Clearing House pursuant to this Regulation 12. 

(e) The rate of initial margin in respect of each exchange contract shall be determined from 
time to time by the Clearing House after consultation with the relevant Exchange and 
such rate shall be published from time to time by the Clearing House. Subject to 
paragraph (g) below, any alteration of the rate so determined shall take effect on the 
expiry of such period of notice to Members as shall from time to time be agreed with the 
relevant Exchange. Any such notice shall be given to Members in accordance with the 
Procedures. 

(f) The rate of initial margin in respect of each category of OTC Contract shall be 
determined from time to time by the Clearing House, and such rate shall be published 
from time to time by the Clearing House. The rate of initial margin in respect of 
EquityCiear Contracts and LCH EnCiear OTC Contracts respectively shall be 
determined from time to time by the Clearing House and such rate shall be published 
from time to time by the Clearing House. 

(g) Notwithstanding paragraph (e) or paragraph (f) above, the Clearing House shall be 
entitled at its absolute discretion, without assigning any reason and without prior notice 
to a Member or, where applicable, to an Exchange, to modify the rate of initial margin 
applicable to an exchange contract, to an OTC Contract or to EquityCfear Contracts or to 
LCH EnCiear OTC Contracts, or to sall--feFgemaod larger or additional amounts of 
GG'JefC.Qilaleral in respect of ~initial margin tt~ -OO-ftu:~4:l~w<=l-te-4~yobligatioos of a 
Member, either before registration of a contract or at any time after registration. Any 
w-v~-GaHeEI.C.ollateral demao.de.d by the Clearing House pursuant to this paragraph shall 
be ~r-r~i-&hGEitraosferred by the Member to the Clear1ng House on demand and in such 
form as the Clearing House may require. 

(h) The Clearing House shall be entitled at any time to demand from a Member the 
immediate f>IGVi!,;i0n-e1-fiPVe: fol:-l~wr-giH-fn:H-1'l-a-M~tl1 tJeltraosfer of Collateral in respect of 
ib;;ILMember's mgcgin Q.bJJ.gations in an amount deemed necessary by the Clearing 
House without reference to official quotations or Reference Prices In respect of any open 
contract in the Member's name, if, in the opinion of the Clearing House, the 
f:trt;r~ tsRiA~transfer to the Clearing House of such OOVe-FCollateral by the Member is 
necessary in the circumstances then prevailing which may be affecting or may in the 
Clearing House's opinion be likely to affect market conditions or the Member's 
performance of its obligations under the terms of such contracts or under the terms of 
any original or confirmed contract to which the member is party. -1-n-~nrs-pmagr.ap~r; 
~im+l-'le<~~ate-f)r 9Vi-siet-8~1ea~l-&-~ayme!4t-te-t-Re-l-:;.!e:-tr'-ll19-fzlause-witl ttn- eAe-A01JF-eH.:IeA~?.H( 1-

fij-A Member shall f~;;JFt'IIShtra.nsf.er to the Clearing House in the manner and form and 
by the time or times prescribed in the Procedures ooverQQll.aNral in respect of the 
premium in respect of option contracts or (,everCollateral in respect of the initial payment 
amount or fixed payment amounts in respect of LIFFE Credit lJef<.'lultDefualt Swap Index 
Contracts on the terms of such contracts as ::.~n~ specified in the Procedures . 

. 57. 



Clearing House: General Regulations December 2013 

ill ffi-The Clearing House shaH be entitled to make an accommodation charge at a rate 
determined by the Clearing House and specified in the Procedures, in respect of any 
sesunty-fuFffisheG-t-e-~t-as-eever-in---a--feHA.....p~iee~y-tt-le-PI~GeEI~•:es~h 
Collateral <other than Clearing Member Returned Collateral or Clegrin~ 
Collateral) transferred to the ClearinQ.J:io.u..s.e. Any alteration in the basis of calculating 
the rates of accommodation charge shall become effective in respect of all current and 
future business by the time specified in the Procedures. 

ill (~-Without prejudice to the requirements of paragraph (e) or (f) above, the Clearing 
House may at its absolute discretion accept oove~G_oJlateral to an agreed amount in a 
form other than those specified in the Procedures, subject always to the Clearing 
House's prior assessment as to the appropriateness of such form of co!lrtter<11CQlli.l.truat 
in accordance with its standard risk management procedures and to any special 
arrangements which the Clearing House may prescribe in each case (including as to 
valuation and haircut). The Clearing House may at its discretion make an 
accommodation charge at a special rate. 

fl-) - lf, in the opinion of the Clearing House, any f,Sfk.IC·~~ which has been 
IHt:,iisl-le<:ltransferred to it by a Member as GOVEN QQJJ.ateral pursuant to these Regulations 
is no longer either of sufficient value or otherwise acceptable to the Clearing House, the 
Clearing House shall be entitled to demand further f3r-ev+sia~GGl.faFCollate.ral from such 
Member. Such aGV~Q.QIIateral shall be ft:lffH&l-1~Kltraasferred by such Member J.Q.Jb.e. 
Clearing House on demand ln a form prescribed by the Procedures, provided that at any 
time the Clearing House shall be entitled to require the Member to f+.~r+us~)-if-w-it+l 
ooveftransfer Collateral to the Clearing House in a specified form and to demand that the 
Member replace the whole or part of any sesl:.lfity-ft 11-Ai!#teG-~y-aasset transfecre_d.J,Qlh.e 
Clearjag House by that Member pursuant to these Regulations l>I,'-00VeFWjth Collateral in 
the form of cash. 

(111) - - It, in-l'espent-ef~-Gpett eGF~traGtr.-il'l-3 Mt-)IHber'~ -natnP.. affic~DI -quutatiortc:. incJIG<Ite- !hal 
GC-IV€F-Whl ei')-~1.'35-~)0eii-Holl+li~·R80.~to--the-Giear:ing-Heli£(! l.)y-&HGh-Meml:lef 11~1-Fespes{-t:!lf 
sHch-<~ant,:acH;-is-m- e-xsess-Gf-val~at.iGn-n1ar~t:J:Ie-(;.lea l~fl€J-P.IOtlse -~nay-er--at-lhe 
Meml;)e?s-feE:)Uest..sAall-f91:Jt--enly-wfler-e-the-e-xsess-GollSist-5 Gf-r.ast.\.)-re1ease lhe-excess 
okUGh-()OVe(7 

m Any request by a Clearing Member for the release or return of excess Collateral shall be 
dealt with in accorctan_ce with the Procedures. 

fl1t-lf the Clearing House takes any step or steps under the Default Rules in relation to a 
Member, any sum (including without limitation the price due to be paid by the Clearing 
House in respect of the delivery of any property or currency by or on behalf of the 
Member) standing to the credit of any of the Member's accounts shall be treated as 
ooverCoiiQ!e_rnl. 

fe}-Unless the Clearing House otherwise agrees in writing, Gover iJKWi<le4-to -th~ 
Glear.JRf!-·Heu-se--bv way--t:>f.-.Basl:l-s~lall-+\e~e-s~a~lo-t-Jk!ss.ff)n~lBnl· 1-Jy 8}1Y-I"Ns~::~_o.r__as 
.expressly contemplated by the Rulebook. no Member may assign or otherwise transfer 
its right to the retyrn of any cash Collateral or Contributions trapsferred to the Clearing 
~. Any such purported assignment or transfer by a Member (whether by way of 
security or otherwise) er-sash--sever-pf€lviaed-te-the-GlEJaAn§-Pioose- shall be void. A 
Member shall not otherwise encumber (or seek to encumber) its tight to the return .. QLany 
cash cever-lJF€lViae'J.Co~l or Contributions.Jrnnsferred to the Clearing House. 

,LQl (i>)- Where the Clearing House is party to a Link Agreement with a Participating 
Exchange: 
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(I) the Clearing House may Gallreguest collateral f[Qffi that Participating Exchange 
filf--6{Wef rn whatever form may be stipulated in the terms of that Link 
Agreement; and 

(ii) if collateral is f1~owle€111:a.Mf.err.ed by such Participating Exchange pursuant to 
such Link Agreement, that collateral shall be deemed to be eove~Collatera! for 
the purposes of these Regulations and the Default Rules. 

[p) Any references in the Ru!ebook to {j) Collateral_deposited OLhekLP-Y or withlM__CJearinq 
House or a Clearing Member or in an account maintained by the ~9 House QUi 
Clearing Member (ji\_balances of Collateral with the Clearing House_QL....g Clearing 
M§mber or jn an accguot maintained by the Clearing House or a ClearingJY1Mlber and 
!ill) Collateral credil.e_d to aoaccount m§intaim~d by the Clearinql:ioLLSe_Q[ a_CJeario.g 
Member (and any phr~~crfujna similar concepts) shall be constru_e_d_a~Qloo 
all Collateral transferred to the Clearing House by that Clearing Member or to that 
Clearing Member by the Clearing House (as a®ljcablel and anv Applied Collateral 
Excess P~ tg that Cle~doqJ\llem.Q.eLs_account by the Clearing Hou..s.e,_Q,ut 
~mudio.g any relevant Clearing Member Retl.U1led Col@ieflll.___Gle_ariJlq ___ Member 
®plied Collateral Clearing House Returned Collateral and/or Clearing Hous.e_8.ppJ.j® 
Collateral (as aoplicable) . 

(g\ Expressions in the Rulebook gucb as «furnish''. "pro~e" "deposit" and "post" (and 
.sirnllar expression§) are us.e.dJ~tbeJhe_acLo.LlransferrinQ.CaJlateral to or as....lh.e 
case may be. from. the Clearing House and when used in conjunction with such 
.expressions. expressions in the Rulebook such as "margin'', "cover for margin" and 
"collateral" (and similar expressjons) are usee! to describe the collateral which is 
ttgnsferred to or, as tbe case rney be, from. the Clearing tJouse. Where tQe coptext so 
permits, references to Collateral being beld. or being transferr§d by a Clearing Membe{ 
to the Clearing House to be held. in an accoupt means that the Collateral is recorded jn 
the books and records of the Clearing House as being attributable to a particular 
Qleating Member or Clearing Client. Where the Rulebook S.Q_prQvides C§ferenges to 
Collateral being "transferred" from the Clearing House to the Clearing Member ma,y, 
ipclude the Clearing-House recording in its books and records such Collateral as being 
attributable to the Cleadng Member and held in an account of that Cleariog~t.Wilh 
the Clearing House or. where the Cleadng House no looqer enjovs the benefit of 
.Collateral in a form other than cash or securities. rnakinp appropriate book entde.tiQ 
reflect the fact that the rele\l.allt Collateral no longer forms part of the relevant Clearing 
Member Collateral B..a!P~ 

(c) The Rulebogk shall be consto.J.ed such that 

{j) save as stated in sub-paragraph (II), all transfers of Collateral to or, as the case 
m.gy be. from the Clearing House are effected on an outright title-transfer basis 
{.with there being no intention t(LCfeate any forJJLQUo._r_ern security interest ig 
su9h collateral. and despite any references to such collateral being held by the 
Clearing House or a C!earjng Member or in an ac_count maintained bv the 
Clearing House or a Clearing Member or to such collateral being credited to an 
accOL!Illlnai.ntain.ru:Lb'i the CJearingH®s.e .. J~r...st_illearing Member (or to_s!miiar 
QQ.O.C..~ 

<m w.l:!.ereyer noo-ci~gbJ:?Ql~J.a..L!s_.tran_sterred..Jpjbe C!ear:Lo...q Housejill...ooid..l>.¥. 
the Clearing House as custodjan.Jpr the Clearing Member which transferred jt. 
r~n and subject to the terros of the Deed QLCharae between the Clearing J:::!mJ.se 
aod tha.t.Q.e...adlliLMfilllller; 
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(iii) wherever the ClearingJi~~Ql!iLeQJo._retum..._casb_CQ]ru.rnl O[., A~ 
Collateral EXC§SS Proceegs to a Clearlng_Member or a Clearing Member Is 
required tQLe1UJ:n....cash Collateral,to the Clearing Hoyse,thatrequirement is tQ 
pay an amount of cash equal to !he amount expres.se.Q to pe so required...1Q..OO 
returoed:...aru:l 

!M wherever the Clszaring House is requireQ..Jo return no..&.c.as.IL.C..Qlla1er.aL.to a 
Clearing Member that requirement Is to return (unless otherwise provided in th~ 
.EJ:pcedures) the same non-cash Collateral (or equivalent non-cas.b Collateral} 
as was transferL~he Clearing House bv tbaL.Ciearing Memb.eLaod.lo. 
release t h~...s.a.rne from the security greated by the relevant Deed of Chgrge. 

W In determiniogJh.e......ai.D.Qunt of Collateral whicb..lb.e_J:aeadn_cW::JwssL.re.QUire.s...J.o......bs:. 
tr..ansterre.d.J~r from the...Qe.adng):I.Q.use pursuanLtQJheJiuJe.b.Qok. the-.C.Igarjru;tl::\.QI.!S~ 
shall take into account tb.e amount of any CQ!Iateral Wbich has pr~wl¥ __ b.e.en 
determined as being required to be lran§ferred to or from the Clearing House but whldL 
at the time of that determination. has oQt been so transferred • 

.W Upon the Clearigg HQ.use bejog satislied (acting in QQo.d.Jaith) that aiL.Qblig.atk>n~ 
Clearing Me.Jnber purs®nl to the !iule.b.o-01LhaYe.Jle.en lrrevo~'LQ..akl.QLd~qme.cUn 
full and tb.alruL~bligations are~p_ab1e.JJiarising : 

(i) the Clearing HQuse shall lA\ in the ca~cash Collateral transterre..<LLQ...lba 
.CJ.e.arinq HQuse fQr the puroose Qf collateralising that Clearing Member's 
Qblig_atiQJls. CotheLtban any..JX'l.ns.titutlng Clear.ingMember Retume.d...Collateral or 
Cle.arlruJJ.4.emb.e.LAtmlied CQ!Iateral). pay an amounL~b to that CJe..arln_a 
Member equal to such cash· and (8\ in the case Qf non-cash Collateral 
transferred to the Clearing House for the pymose Qf collateralising that Clegrin.g 
Member's QbliggtiQns (other than apy cQostitutigq CleQrinq Member Returned 
CQIIateral or Cleariqg MemberApplied CQIIal§ra14 transfer thauam~wleral 
(Qr equivalent Collateral) to that Cleado.q MembeG..arui 

!ill the Clearing Member shall. in the case of cash CollateraUransferred to the 
Clearing Member fQr thj;LpJ!QJQSe gf CQIIateralising the......Cleariog HQuse's 
obligatiQns (other than anY~§IDlL~.ua_e_Be.tum.e<LC~.I 
Clearing House ApR®-<LCQilateran. transteuuumouot of cashlo__tb!LQI@r.ing 
l::!Q~~ual to such cash. 

(u) Wherever the RuleboQk contemplates an obligation of a Cleadog Member being 
discbaraed by the Clearing HQuse using or otherwise apolyinq. cash Collater.a1 
transferred to the Clearing House for the puroQse Qf collateralisiog that Clearing 
M§m.be(s oblig,all.Qn.s to the Clearing HQuse !including any ARQlied Collate.ral Exc..~.s.. 
Proceeds) the manner in which such discharge shall occur js bv the acceleration Qf th~ 
C!earipg House's obligatiQn tQ return that cash Collateral Qr Applied Collateral Excess 
Proceeds to that Clearing Member (but only in an amount which does not exgeed the 
@ligation oUbaLQe.arlng__Member which ls IQ be s.Q.discharoo,dLand the S@l:QtlQ.~ 
transfer obligation agaipst that Clearing Member's obligation whjch is to be so 
discharged. 

(v) Wherever the Rulebook contemplates an obligation of the Clearing House being 
discharged by a C!earjng Member using, or otherwise aPPtyjo_q, cash Collateral 
transferred to that C!~ripg Member for the RU[QQ.Se of oo.llaternlisinq the q eariog 
l:lQuse's O.bliruili9lli1 to that Q.!garin_q__M_e_m.ber. IQeJD.@lllleLin,which such discharge shgll 
oc.s;uc is by the acceleration of that Clearing Member's obligation to return that casb 
CQ!Iateral to the Clearin..a HQuse (but Qnly in an amount which d~~~ed the 
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obligation_of the Clearing House which is to be_s_o_di.s.Qb.ru.qedl and t~ set-off of that 
transfer obligation against the Clearing House's obligation which is to be so discharged 
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Regulation 15 Daily Settlement or Marking to Market 

(a) Where Exchange Rules or the Procedures so prescribe in respect of exchange 
contracts, the Clearing House may effect the daily settlement to market or daily marking 
to market of all open contracts On eac~L..cas..e as oppos.ed._lo requiring ll:l.e. 
collaterglisgtion of such open contramsl on the terms of such exchange contracts in 
accordance with the Procedures and Exchange Rules, save where the Procedures 
otherwise provide Daily settlement to market shall not apply to such open contracts 
which are for the account of a Member's client accounts. 

(b) The Clearing House shall, ,n accordance with the Procedures. in respect of each open 
contract in a Member's nqme which is subject to daily settlement to market or daily 
marking to marketJas...QQQQ..sed.Jo a collateralisat~. effect and register a 
settlement contract, being a contract on the same terms (except as to price or premium), 
including the strike price where applicable, as the open contract, save that where the 
Member is a buyer under the terms of the open contract the Member shall be a seller 
under the terms of the settlement contract and vice-versa, such settlement contract to be 
effected in accordance with the Procedures (or Exchange Rules if applicable) at the 
relevant official quotation for that day. The Clearing House shall thereupon settle each 
open contract against the respective settlement contract in accordance with the 
Procedures. 

(c) The Clearing House shall, upon completion of the procedure set out in paragraph (b) 
above, calculate the daily settlement amounts in accordance with the Procedures and 
shall thereafter make up the Member's account and upon the Clearing House so doing, 
the Member and the Clearing House shall (unless otherwise agreed) settle any daily 
settlement amounts arising as follows: 

(i) any profit arising to a Member shall~ be credited to the applicable account 
aAG;: (8) to the extent th.al..that account is a collater:al account become parLQf 
the Clearing Member Current Collateral Balance: and CC) subject to the 
Clearing House's right to retain such profit pursuant to these Regulations and in 
respect of a Cross-Margining Particlpant to the terms of any relevant Cross
Margining Agreement, such profit shall be paid to the Member on the Member's 
request; and 

(ii) any loss arising to a Member shall be debited \(:)f.I:Qm the applicable account of 
the Member and-{st-~bjeflt~J,tQJhe extent that there is an available balance jn 
such account apd. in accordance with these Regulations~ the Member shall pay 
the amount of agy shortfall Jo resQ.e¥1 of such loss to the Clearing House 
forthwith on demand. 

(d) The Clearing House shall, upon completion of the calculation of daily settlement 
amounts pursuant to paragraph (c) above, in the manner prescribed by the Procedures: 

(i) in respect of those open contracts in a Member's name which have been settled 
pursuant to paragraph (b) above and which are subject to daily settlement to 
market, register at the official quotation referred to in paragraph (b) above, 
contracts in the Member's name as open contracts on the same terms (except 
as to price or premium), including the strike price where applicable, as the 
settled open contracts, save that no contract for the purchase and no contract 
for the sale of the same commodity, for the same delivery month, or expiry 
month and strike price, where applicable, shall be registered in the Member's 
name; 
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Regulation 16 Other Modes of Settlement and Revaluation 

Settlement-.~m£1.._ revaluation and collateralisatioo procedures (other than those contained In 
Regulations 15 and 15A) may be prescribed, in respect of open contracts on the terms of certain 
exchange contracts and in respect of open contracts which are OTC Contracts, EquityCiear 
Contracts or LCH EnCiear OTC Contracts In the Procedures or where agreed with, an Exchange, 
In Exchange Rules. -Sel:Yemen~ ol-of-ler-H:><~fllfaGt{;Ibe relevant settlement._r_evaluation and 
collaterallsati.Qn procedures (as applicable.) may be effected by the Clearing House in accordance 
with such provisions. 
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Regulation 24 GG~Collateral in Event of a Claim 

If notice of claim and notice of Intention to refer a dispute to arbitration is given to the Clearing 
House pursuant to Exchange Rules, Regulation 22 or Regulation 62A in respect of an open 
contract, an EquityCiear Contract, any or all sovc:rCollateral (including any AppliedCQUairu'i!l 
~eAA.Eroceeqs.l standing to the credit of the CWGs~n!saccount of a Member who is party to one 
or more contracts under dispute (whether such OOW.f~ is held with respect to a contract 
under dispute or otherwise) may be retained by the Clearing House. The Clearing House may at 
any time and from time to time call fs~=·+>BYf'AeRtdemand transfer by such Member of additional 
G£W@-f.C.ollateral, in such amount as it may deem appropriate in respect of such contract or 
contracts, to be held by the Clearing House under these Regulations until the claim is finally 
disposed of. The amount of such GeverCollateral to be ~umtsheEltransferred by the Member to the 
Clearing House shall be assessed by reference to such circumstances as the Clearing House in its 
discretion deems relevant. 
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Regulation 39A Netting 

(!l) If at any time the Clearing House fails to make a payment or a delivery of an as.s.et to a 
Member, other than a defaUlter, under a Contract for a period of 30 days from the date 
when the obligation to pay or deliver fell due then that Member may exercise its rights 
under paragraph (c) below. 

(b) If at any time the Clearing House commences a voluntary case or other procedure 
seeking or proposing liquidation, administration, receivership, voluntary arrangement or 
a scheme of arrangement, or other similar relief with respect to itself or to its debts under 
any bankruptcy, insolvency, regulatory, supervisory or similar law, or If any of the 
foregoing cases or procedures is commenced in relation to the Clearing House by any 
other person which results in liquidation or winding up of the Clearing House, or if the 
Clearing House takes corporate action to authorise any of the foregoing, in any such 
case other than for the purposes of corporate restructuring (including any consolidation, 
amalgamation or merger), then a Member, other than a defaulter, may exercise the right 
given to it under paragraph (c) below. 

(c) A Member entitled to exercise rights under t11is paragraph may, at any time whilst any of 
the circumstances referred to in paragraph F?e§lt llatlf.l~1-J9A.(gl or (b) givmg rise to such 
rights continue, by notice in writing to the Clearing House, specify a Termination Date for 
the termination and liquidation of all Contracts to which it is a party in accordance with 
paragraph (d) below, 

(tl) Upon the occurrence of a Termination Date: 

(i) neither the Clearing House nor the Member shall be obliged to make any further 
payments or deliveries under any Contract between them which would, but for 
this Regulation 39A, have fallen due for performance on or after the Termination 
Date, and any obligations to make further~ payments or deliveries which 
would otherwise have fallen due shall be satisfied by settlement (whether by 
payment, set-off or otherwise) of the Termination Amoun~ 

(ii) the Member shall (on, or as soon as reasonably practicable after, the 
Termination Date) determine (discounting if appropriate) In respect of each 
Contract its total loss or, as the case may be, gain, in each case expressed in 
the lawful currency of the United Kingdom (the ~-~Base Currency"~), (and, if 
appropriate, including any loss of bargain, cost of funding or, without 
duplication, loss or, as the case may be, gain as a result of the termination, 
liquidation, obtaining, performing or re-establishing of any hedge or related 
trading position) as a result of the termination, pursuant to this agreement, of 
each payment or delivery which would otherwise have been required to be 
made under such Contract (assuming satisfaction of each applicable condition 
precedent and having due regard to, if appropriate, such market quotations 
published on, or official settlement prices set by, a relevant exchange or 
clearing organisation, as may be available on, or immediately preceding, the 
date of calculation); e-me 

(jjj) any cash Collateral b.9.la.lli;e held by the Clearing House and/or the Member in 
respect of the other party's initialmarnln and/or variation margin obliqQ!.IQns 
$lla!Uto the extent noL.alreaQ.y due §Od oay.ab.le.) be accelerated so as to 
become immedia.telv due and~bl..e.JQ_Jb.e p~..w~ide.d such cash 
Collateral and the Member shall (on. or as soon as re~J¥.J>ractic~ 
after. the Termimijtioo Date) determine the Base CurrencY Equivalent of suQb. 
amount(s), For the purooses of this Regulatiog 39A the "Base Curre~ 
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~•lvalent" means. in resoect of anv. amount d§nm:nin.ate.d..ltLJhe Base 
.Currency. such Base Currency amount and in resoect of any amount 
denominated in a currency other than the Base Currencv (the "Otbru: 
,Qmrencv") the amount in the Base Currency determined by tbe Member as 
beinCLrequired to purchase such amount of such Otber_G.urr.encv as at the 
relevant Termination Date. with the Base Currency· and 

!,00 (II~)- the Member shall treat each loss to it.- f#:){(']IIAII\f*l a~ -al-1eve-; determined 
under paragraph (dl(iil above and the Base Cu..rreru:;y Equivalent of any amount 
of ca§h Collateral due_aru:i_QaY..able_to_ll as a positive amount and each gain by 
it:;::--S<:l-dffiefrf\iflefl~.-determ jned under paragraph (d)lli) above and the Base. 
Currency Equivalent of any ~mount of cash Collateral due and nayable b'Lil as 
a regative amount and, subject to paragraph ( 1v~), shall aggregate all of such 
amounts to produce a single, net positive or negative amount, denominated tn 
the Base Currency (the ~~Termination Amount~~). 

{iv.)-Where a Member has a 1-'loosBEroR.r,ietaL'U\CA:QUoi and one or more client 
accounts: 

(1) the Member shall determine twoQ!llL.pL!IlQLe net amounts under 
paragraph (cl-)(iiij;-ellf:ddHiy): (A) a separate net amount in respect of gains 
and losses arising on Contracts registered in tl'\e-Mernaer~&-Giiool-aGGrn-IA! 
{-GI'-G!ieA{.-aG(xJur-,ts-as-combifleEI}-and-a-.seoonff--He~-amst;~-~:l~iA -fe-sj3eGI ol 
€Jai~1&-anEI- IesSE}s-arlsinfJ...on-s-11-etlu·'r Go~tr.act-seach of its client accoupts 
which are lndiyidual Searegated Accounts or Omnibus Net Searegaled 
Accounts and any corresponding cash Collateral balances held by that 
Member or th§ ClearlnQ.,House: {8) a sepacate...net amount in re§Oect of 
gains epd losses ad§jgg on all Contracts registereq in all of its clienl 
accounts which are not Individual Segregated Accounts or Omnibu~l 
Segregated Accounts and any corresponding cash Collateral balance:i 
held by thalMember or lb..e Cle9rioq House: and lG) a.lurther seo.arate P@l 
amQ!.!ll.tJn._re~_gajns and los~s arising Qn all Contracts registered 
in such Member's Proprietary Account (or Proprietary Accounts as 
combined) and any corresponding cash Collateral bala~eld by tb.al 
M.emll.eLQLtbe Clearing House; and 

(2) each of the-!we net amounts determined under paragraph (w~)(1) shall 
constitute Termination Amounts. 

{)1}- lf a Termination Amount determined pursuant to paragraph ~)- e.F-(IvCi} 
above is a posit1ve amount, the Clearing House shall pay it to the Member and if 
any such Termination Amount is a negative amount, the Member shall pay it to 
the Clearing House, In either case in accordance with paragraph (vi~). The 
Member shall notify the Clearing House of each such Termination Amount, and 
by which party it is payable, immediately after the calculation thereof. 

~ (vi)-A Termination Amount shall, subject to Regulation 39B, be paid in the Base 
Currency by the close of business on the business day following notification 
pursuant to paragraph fvM) above (converted as required by applicable law into 
any other currency, any costs of such conversion to be borne by, and (if 
applicable) deducted from any payment to, the Clearing House). Any 
Termination Amount which is not paid on such day shall bear interest, at the 
average rate at which overnight deposits in the currency of such payment are 
offered by major banks in the London interbank market as of 11 ;00 hours 
(London time) (or, if no such rate is available, at such reasonable rate as the 
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Member may select) plus 11'/o--AALQ..e.nt per annum, for each day for which any 
such sum remains unpaid . 

.OOID. (.viij For the purposes of any calculation required to be made under this 
Regulation, the Member may convert amounts denominated in any other 
currency into the Base Currency at such rate prevailing at the time of the 
calculation as it shall reasonably select. 

The Member::s rights under this Regulation 39A shall be in addition to, and not In 
limitation or exclusion of, any other rights which the Member may have (whether by 
agreement, operation of law or otherwise, including its rights under Regulation 5{i)). 

(I!) If a Member is a defaulter and either 

m no default management process has been commenced by the Clearing House 
in respect of such Member within 3 business days following a defau1Ll1Qtll;_e 
b..elngJru!illliil~w.1..o.Uba.t..Mru_uher or 

Oil such default management process has been commenced witb.lrL.JillQh perigd but 
that Member determines lacting reasopablyl that the relevant defaul! 
management process is uolikelv to be completed. 

then proyided that an eyeot or circumstance as described ln paragraph Ia) (ignoring. for 
this pu.mose. the words "other than a defaulter" ip that paragraph) or (b) above has also 
occurred. tpe relevant Member shallb.e entitled LQ.,exercjse the righlSJlr:rut.irulcL.1Jnd..er 
pruggraph (c) ab.Me, notwitb.gtanding that it is a defaulter. 
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Regulation 398 Distribution of Assets 

(a) Where (after 1-J:le~ netting and set-off provided for in GeA€lf:31-Regulation 39A amil 
Gol=leFal-of th~e Requlatioog._Regulation 5(f) of these Re.rutlrujoos. Bequlation 25 of the 
FCM Regulations. Regulation 6(j) of the FCM Regulations. or otherwise) the Clearing 
House has insufficient assets available to it to pay all +er-tflit-1-ffiieH-Ame~:mt.s--ffi-fHll 
~A-liA-e~fl-asse~EiaAGe-~t4-f.C'~gtllatieH-2-4A-aAG-GeAefai-Re~{:llatle~A}41'la 
claims of the Clearing Members (which shall include FCM Clearing Members for the 
purposes of this Regulation 398) shaU-b~.tel fi{)I'A-asset-&-availa~)le-fGr:-cl l&tfit~utrGA- to-oll 
(;;leaf:rnrr-MeH~tl91~A-Fes~est-sf-.::H-slai~ ~ey- rflay--l'lavejn full Oocluding. for tbe 
.aygid.rulc_e of doubt. any claims.Jn respect of outstapdipg CootribUtioll§. under~Silll1 
Fund Rule 23(a)li)). such clajr:ps shall be met first in an amount equal to the 
aQ~~egate~ of thei•~ outstanding Contributions of each Sl!Ch Clearing Member and, 
thereafter, pro rata to-tl=te:-BalaRse.-ef each Clearing Member:s-r05peetl-ve- Glairn~ 
remaining claim. takipq into account any amounts alreact.Y recej¥.e,d. 

(b) To the extent the Clearing House does not have sufficient assets aYai!able to it to pay 
each Clearing Member the amount equal to the :::~gwegale§.Ylll of its outstanding 
Contributions, the Clearing House shall distribute tbe assets avallable teH?listfi9tJt~ell-to 
aii!UQ Clearing Members in respect of all-elaims-!hey-~--nay-Rave-s#a~lloorlto4-a+m:)B!} 

H=te-Gleafing-Met~l3er-s-j3al-ll61~atiR~-m-Basf-H}efVi6e-in-pFGJa9Ft~eA-~G-f}aft-er-t.Ae 
r unEI Amm-mt -ooJ:re-spamlit~g-to-suGI+-ServiGe-whiGA-wa~net u.sel1-tlfld€)f-l)efa ~:.~ll-r-l-lnd 
Rule 16 bears I~ -~he-a§J~rsgate-ef-tne-uAusecl par~s-of-a ii-F~&I~EI- Amet~At&-+l·, e. ~sset~-se 

al~esalofJ-t.e-ea~;;l+-efH'.vtse-shaii-Ge--am>lte<J-to-meet-tl-l~laims.-ef-easl:l-G1ear-~~tt-Mel+!8er
ffl-J:Jft!l:iler~~ef'l--a~;....Ule-ou!Gtai-WIAfi-GatllfiautioH-e~sttsl'~-GiwriRg-IIJ1embet- tA-relaHG>A-tG 
SI:IG~l-Sewiee-eeafS-~-t.hs-ag~(~~~-allttJeir claims relatinCLtQ outstanding 
Contributions in !=elati£:1A-Ie-stls!H:eAAsepriority to other Clearing Member claims 10 each 
case in an amount equal to the proportion that the outstanding Contributions of the 
relevant Clearing Member bear to the aggregate gf all oytstandinq Contributiogs of all 
Clearing Memb.e.J:s, 
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LINK REGULATIONS 

Regulation 40 Application of Link Regulations 

(a) These Link Regulations, which form a part of the General Regulations, apply in 
conjunction with all other provisions of the Regulations to Contracts which are on the 
terms of those Linked Exchange Contracts specified for the purpose of these Link 
Regulations in the Procedures and which are registered by the Clearing House in the 
name of a Member pursuant to Regulation 9. The references in these Link Regulations 
to "Contracts on the terms of a Linked Exchange Contract" shall be construed as 
referring to Contracts on the terms of a Linked Exchange Contract specified for the 
purpose of these Link Regulations in the Procedures, The references in these Link 
Regulations to "contracts on the terms of a Participating Exchange Contract" shall be 
construed as referring to contracts on the terms of a Participating Exchange Contract 
specified for the purposes of these Link Regulations in the Procedures. 

(b) In the event of any conmct between these Link Regulations and the Default Rules, the 
Default Rules shall prevail. 
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Regulation 41 Transfer of Contracts on the terms of a Linked Exchange Contract 

(a) Each Contract on the terms of a Linked Exchange Contract registered by the Clearing 
House in the name of a Member pursuant to Regulation 9 which forms part of a 
Member's Day Position Balances and all other Contracts on the terms of a Linked 
Exchange Contract which do not form part of such Day Position Balances shall, subject 
to Regulations 42(a), 42(b) and 44, be transferred in accordance with paragraph (c) 
below. 

(b) The Clearing House shall, in accordance with the Procedures, calculate each Member's 
Day Position Balances with respect to Contracts on the terms of a Linked Exchange 
Contract which are registered on a business day in each such Member's name and 
recorded in certain accounts referred to in the Procedures. Subject to Regulations 42(a), 
42(b) and 44, the Clearing House shall transmit details of such Day Position Balances 
and all other Contracts on the terms of a Linked Exchange Contract registered on such 
business day in each such Member's name which do not form part of a Member's Day 
Position Balances to the relevant Participating Exchange in accordance with procedures 
from tlme to time agreed with, and by such time or times and on such day as agreed 
with, such Participating Exchange. 

(c) Upon the dispatch by the relevant Participating Exchange of a confirmation in such form 
as may be agreed from time to time with the Clearing House following receipt by such 
Participating Exchange of the details of Contracts transmitted pursuant to paragraph (b) 
above, all such Contracts comprised in each Member's Day Position Balances and all 
other Contracts referred to in paragraph (b) shall be transferred under this paragraph (c) 
and the terms of a Member Link Agreement to which each Member party to such 
Contracts is a party. The transfer of such Contracts shall, subject to Regulation 42(d), 
have effect so that 

(i) the Clearing House and each Member party to each such Contract shall be 
released from their obligations to each other under each such Contract ("a 
discharged Contract") (except from their obligations under these Regulations 
including, without limitation, obligations with respect to any fees payable under 
the Regulations or to pay any daily settlement amounts in respect of one or 
more discharged Contracts or to fjrovi€1e sevef--fBH"Rarglntraosfer Collateral) 
and, without prejudice to the foregoing or to the claims of either the Clearing 
House or a Member arising out of or in relation to a discharged Contract; 

(II) the respective rights of the Clearing House and a Member against each other 
under a discharged Contract shall be cancelled and the discharged Contract 
shall be replaced simultaneously by a contract on the terms of the relevant 
Participating Exchange Contract between the persons specified in the relevant 
Member Link Agreement to which the Member party to a discharged Contract is 
a party and under which such discharged Contract was transferred. 

(d) Contracts other than option Contracts comprised in a Member's Day Position Balances 
shall be transferred at the settlement price for the delivery month of such Contracts 
established by the relevant Exchange. Such Contracts (other than option Contracts) 
shall be transferred at the official quotation for such delivery month if no such Settlement 
Price has been established. Contracts in the terms of a Linked Exchange Contract 
which do not form part of a Member's Day Position Balances shall, subject to paragraph 
(e) below, be transferred at the price at which they were entered into and, unless 
paragraph (e) applies, no daily settlement amounts shall be payable in respect of such 
Contracts under the Regulations. Option Contracts comprised in a Member's Day 
Position Balance shall be transferred with effect that no premium shall be payable under 
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contracts on the terms of the relevant Participating Exchange Contract which arise 
pursuant to Regulation 41(c)(ii), but without prejudice to the obligation of the buyer to 
pay the premium due under each discharged Contract. 

(e) If Regulation 44(a) applies, all Contracts (other than option Contracts) which are 
subsequently transferred pursuant to paragraph (c) above after the business day on 
which they were registered by the Clearing House shall, subject to paragraph (f) below, 
be transferred at the settlement price referred to in paragraph (d) above, or if no such 
settlement price has been established, at the official quotation referred to in paragraph 
(d) above, for the business day immediately preceding the business day on which such 
transfer is made. Option Contracts which are subsequently transferred pursuant to 
paragraph (c) above after the business day on which they were registered by the 
Clearing Hot.~se shall, subject to paragraph (f) below, be transferred with effect that no 
premium shall be payable under contracts on the terms of the relevant Participating 
Exchange Contract which arise pursuant to Regulation 41 (c)(ii), but without prejudice to 
the obligation of the buyer to pay the premium due under each discharged Contract. 

(f) If Contracts to be transferred pursuant to Regulation 41 (c) have been entered Into 
pursuant to the trade correction procedures, such Contracts may be transferred at a 
different price to the price specified in paragraph (e) above. 
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Regulation 41A Transfer to the Clearing House of Participating Exchange Contracts 

(a) Each contract on the terms of a Participating Exchange Contract registered by a 
Participating Exchange in the name of a member of a Participating Exchange forming 
part of the member of the Participating Exchange's Day Position Balances shall, subject 
to Regulations 42 and 44, be transferred at the time or times and in the manner referred 
to in either or both of the Participating Exchange Rules of the relevant Participating 
Exchange and the applicable Member Link Agreement to which such member of the 
Participating Exchange is party and in accordance with any other procedures from time 
to time agreed between the Clearing House and the Participating Exchange and any 
Exchange party to the relevant Link. Notwithstanding the preceding sentence, such 
contracts on the terms of a Participating Exchange Contract may be transferred after 
such time or times if the Clearing House, the Participating Exchange, and any Exchange 
party to the relevant link so agrees. 

(b) Upon the transfer of a contract referred to in paragraph (a) Which is on the terms of a 
Participating Exchange Contract pursuant to a Member Link Agreement, the parties to 
such contract shall be released from their obligations to each other under such contract 
(except from those obligations Which the Member Link Agreement and the relevant 
Participating Exchange Rules expressly state shall survive) (a "discharged contracr) 
and, without prejudice to the provisions of the Participating Exchange Rules, their 
respective rights against each other shall be cancelled and the discharged contract shall 
be replaced simultaneously by a contract on the terms of the relevant exchange contract 
between the Clearing House and the Member party to such Member Link Agreement for 
the same number of lots and the same delivery month or expiry month and exercise 
price (as applicable) as the discharged contract. Such contract shall, upon its arising, be 
subject to the relevant Exchange Rules and the Regulations and shall not be subject to 
any Participating Exchange Rules and shall , upon registration pursuant to Regulation 
9(f)1 become an open contract. 
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Regulation 42 Default Affecting Transfer 

(a) (i) If, prior to the transfer of Contracts on the terms Qf one or more Linked Exchange 
Contracts pursuant to Regulation 41(c), a Member becomes a defaulter or any other 
default-related or other event specified in a relevant Member Link Agreement to which 
the Member is party occurs with respect to the Member ("the defaulting Member''), 
Contracts on the terms of one or more relevant Linked Exchange Contracts registered in 
the defaulting Member's name with the Clearing House shall not be transferred pursuant 
to Regulation 41(c) if the terms of the relevant Member Link Agreement so provides. 

(i) Following the occurrence of any event referred to in sub-paragraph (a)(i) above 
In respect of a Member, and if Contracts in the terms of the relevant Linked 
Exchange Contracts to Which the defaulting Member is party cannot be 
transferred pursuant to Regulation 41 (c), the Clearing House shall, without 
prejudice to the Default Rules or to paragraph (f) above, for the purposes of 
facilitating the transfer of Contracts under one or more Links pursuant to 
Regulation 41(c), either enter into Contracts ("Default Management Contracts") 
as a principal with one or more Members (each "a Nominated Member") who 
agrees to enter into such contracts which shall, in accordance with paragraph 
(c) of this Regulation 42, be in the terms of such Contracts on the terms of one 
or more relevant Linked Exchange Contracts which are or become registered in 
the defaulting Member's name with the Clearing House or, if the terms of the 
relevant Link Agreement so requires, implement the provisions of Regulation 
42(g). 

(b) (i) If, prior to the transfer of Contracts on the terms of one or more Linked Exchange 
Contracts pursuant to Regulation 41 (c), the Clearing House becomes aware that a 
member of a Participating Exchange who is party to such Member Link Agreement with 
a Member C'affected Member") has become a Defaulter (as defined in such Member Link 
Agreement) or any other default-related or other event specified in such Member Link 
Agreement occurs with respect to the member of the Participating Exchange, Contracts 
on the terms of one or more relevant Linked Exchange Contracts registered in the name 
of an affected Member shall not be transferred under such Member Link Agreement or 
under any other relevant Member Link Agreement if the terms of any such agreement do 
not so permit and, pursuant to the terms of the relevant Link Agreement either the 
provisions of sub-paragraph (ii) or Regulation 42(g) shall apply. 

!® (ii) If, pursuant lo sub-paragraph (I) above, thfs sub-paragraph (ii) applies, the 
Clearing House shall1 for the purposes of facilitating the transfer of Contracts 
under a Link pursuant to Regulation 41 (c), enter into Default Management 
Contracts with one or more Nominated Members who agree to enter into such 
Contracts, which shall in accordance with paragraph (c) of this Regulation 42 be 
on the terms of Contracts on the terms of one or more relevant Linked 
Exchange Contracts which are or become registered in the affected Member's 
name. 

(c) Default Management Contracts entered Into by the Clearing House pursuant to 
paragraph (a) or (b)(ii) above with one or more Nominated Members shall (in aggregate) 
be for the same number of lots as the number of lots of Contracts on the terms of one or 
more relevant Linked Exchange Contracts which remain open contracts after the 
Clearing House has taken steps (if any) pursuant to the Default Rules (or the relevant 
Exchange has taken steps (if any) under Exchange Rules) to achieve a discharge of the 
defaulter's rights and liabilities under or in respect of such Contracts or, as the case may 
be, pursuant to paragraph (f) below to achieve a discharge of the affected Member's 
Contracts and shall be assigned to such accounts of a Nominated Member as agreed 
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(d) 

(e) 

(f) 

(g) 

(11) 

between the Clearing House and the Nominated Member and, as applicable, shall be 
included in the Nominated Member's Day Position Balahces or aggregated with the 
Contracts registered in the Nominated Member's accounts Which do not form part of his 
Day Position Balances. Details of such Default Management Contracts shall be 
transmitted to the relevant Participating Exchange pursuant to Regulation 41(b) , 

Default Management Contracts entered into by the Clearing House pursuant to 
Regulation 42(a) or 42(b)(ii} with a Nominated Member shall be transferred pursuant to 
Regulation 41 (c) and thereby discharged in accordance with the terms of any written 
agreement entered into between the Clearing House and the Nominated Member for the 
purposes of this Regulation 42 and upon such transfer, the Clearing House and the 
Nominated Member shall become party to new Contracts which shall be subject to the 
Regulations and in the same terms and for the same number of lots as the Default 
Management Contracts, as more particularly described in such agreement, save that the 
Clearing House, If a party to a Default Management Contract as a seller, shall be a buyer 
under a Contract to which the Clearing House becomes a party under this paragraph (d) 
and vice versa. Such new Contracts shall not be transferred pursuant to Regulation 41, 
but shall be performed in accordance with the Regulations and the terms of any written 
agreement to which the Clearing House and the Nominated Member is a party for the 
purposes of this Regulation 42. 

Contracts on the terms of a Linked Exchange Contract to which a defaulter or an 
affected Member is a party and Which cannot be transferred pursuant to Regulatioh 41(c) 
("affected Contracts") shaU remain subject to and shall be discharged in accordance with 
the Regulations. 

Without prejudice to the Default Rules, the Clearing House shall have the right to take 
such action and by such means as the Clearing House in its absolute discretion 
determines to close-out, cash-settle by invoicing back, transfer to another member 
pursuant to Regulation 11 , or otherwise achieve a discharge of the affected Member's 
affected Contracts whether or not the affected Member is a defaulter. 

If the terms of the applicable Link Agreement so require the Clearing House shall1 

following the occurrence of an event referred to in Regulation 42(a) In respect of a 
Member or in Regulation 42(b) in respect of a member of the relevant Participating 
Exchange, become party to one or more contracts (each a "Default Contract") with the 
Participating Exchange party to such Link Agreement which shall be on the same terms 
and for the same number of lots as the number of lots of the affected contracts which 
remain open contracts after the Clearing House has taken steps pursuant to the Default 
Rules or pursuant to paragraph (f) above with respect to such affected Contracts, except 
that each Default Contract shall be subject to the relevant Participating Exchange Rules 
and not subject to these Regulations or to the relevant Exchange Rules. The Clearing 
House shall have the right to take such action and by such means as the Clearing 
House in Its absolute discretion determines to close-out, transfer or otherwise achieve 
the discharge of each Default Contract pursuant to the relevant Participating Exchange 
Rules or the terms of any agreement concluded between the Clearing House and such 
Participating Exchange and to close-out, transfer or otherwise achieve a discharge of the 
affected Contracts pursuant to the Default Rules or Regulation 42(f). 

(I) If the terms of the relevant Link Agreement so require, following the occurrence of 
an event referred to in Regulation 42(a) in relation to a Member or in Regulation 42(b) in 
relation to a member of a Participating Exchange, contracts on the terms of one or more 
relevant Participating Exchange Contracts registered with the relevant Participating 
Exchange in the name of such member of the Participating Exchange or a member of 
the Participating Exchange party to a Member Link Agreement with the Member and 
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which form part of such member of the Participating Exchange's day Position Balances 
shall not be transferred pursuant to Regulation 41A (b) and the Participating Exchange 
(as a Member of the Clearing House) shall become party to one or more open contracts 
(each a "Default Contract") with the Clearing House. 

(il) Each such Default contract shall be on the same terms and for the same 
number of lots as such contracts on the terms of each such Participating 
Exchange Contract, except that each Default Contract shall be subject to the 
Regulations and the relevant Exchange Rules and not subject to the relevant 
Participating Exchange Rules. The Participating Exchange shall have the right 
to take such action and by such means as the Participating Exchange ln its 
absolute discretion determines to close-out, transfer or otherwise achieve the 
discharge of each Default Contract pursuant to the Regulations or the terms of 
any agreement concluded between the Clearing House and the relevant 
Participating Exchange, provided that, without prejudice to the Default Rules, 
the Clearing House shall also have the right to take such action and by such 
means as the Clearing House in its absolute discretion determines to close-out, 
transfer to another Member pursuant to Regulation 11, or (if they cannot be so 
transferred) otherwise achieve a discharge of each such Default Contract, and 
may take such action whether or not the Participating Exchange is a defaulter . 
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Regulation 43 rvla!'g.jRCollateral 

Without prejudice to the provisions of Regulation 9{b) or Regulation 12, the Procedures or any 
agreement entered into between the Clearing House and a Member with respect to Gover t0t 
ffi8FgHl~F0VieedCollateral transferred or to be j3revl+le9transferred by such Member to the Clearing 
House, the Clearing House shall be entitled to require a Member to h.IF!lffii+Gevtmransfer Collateral 
to the Clearing House in an amount determined by the Clearing House as a condition of the 
Clearing House agreeing to register original contracts on the terms of a Linked Exchange Contract 
in the name of the Member and to l(ee~eosure that the Clearing House f1Jfflisl-1e<1-~thhold.s 
sufficient <*!-Ver.Co.Uateral at ail times, in an amount or amounts determined by the Clearing House, 
as security for the performance by such Member of his obligations to the Clearing House in respect 
of such original contracts to be registered or Contracts registered with the Clearing House. In 
addition, the Clearing House shall be entitled to mqHiro-s8vnr-demand Collateral in a form and In an 
amount determined by the Clearing House from a Member as a condition of the Clearing House 
agreeing to take any steps pursuant to any trade correction procedures. 
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Regulation 44 Impossibility of Transfer 

(a) If it Is not possible for any reason (other than for a reason referred to in Regulation 42) 
(including, without limitation, as a result of any action taken by an Exchange pursuant to 
Exchange Rules or, as a result of the act of a government or a Regulatory Body or any 
change in applicable law or as a result of the failure of any systems, communication 
facilities or other technology) for details of open contracts on the terms of a Linked 
Exchange Contract to be transmitted on a day pursuant to Regulation 41 (b). or for the 
relevant Participating Exchange to receive such details or to despatch a confirmation as 
referred to in Regulation 41(c), so that such Contracts cannot be transferred pursuant to 
Regulation 41(c) on the business day on which such Contracts were registered by the 
Clearing House, such Contracts shall remain registered with the Clearing House and 
subject to the Regulations and Procedures. Details of such Contracts which remain as 
open contracts shall be transmitted to the relevant Participating Exchange pursuant to 
Regulation 41(b) on the next day on which such Contracts are permitted to be 
transferred under the Link entered into with the relevant Participating Exchange and on 
which it is possible for details of such Contracts to be transmitted. 

(b) If it is not possible for any reason other than for a reason referred to in Regulation 42 
(including, without limitation, as a result of any action taken by an Exchange or a 
Participating Exchange pursuant to Exchange Rules or Participating Exchange Rules (as 
the case may be), or as a result of the act of a government ot a Regulatory Body or any 
change In applicable law or a result of the failure of any systems, communication 
facilities or other technology) for contracts on the terms of a Participating Exchange 
Contract to be transferred pursuant to Regulation 41A on the day on which such 
contracts were registered by the Participating Exchange, such contracts shall remain 
registered with the Participating Exchange and subject to its Participating Exchange 
Rules. Such contracts shall be transferred to the Clearing House pursuant to Regulation 
41A on the next day on which such contracts are permitted to be so transferred under 
the link Agreement entered into with the relevant Participating Exchange and on Which it 
is possible to do so. 

(c) If the Link entered into with a Participating Exchange is suspended for an indefinite 
period or terminated, Contracts which have not been transferred pursuant to Regulation 
41(c) shall remain registered with the Clearing House and subject to the Regulations and 
shall be performed in accordance with their terms or may be closed-out or otherwise 
discharged in accordance with the Regulations or the relevant Exchange Rules. 
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Regulation 45 Cross-Margining Regulations 

(a) A Member who is a Cross-Margining Participant shall indemnify and hold harmless the 
Clearing House against all amounts which are or may become due and payable by the 
Clearing House to a Cross-Margining Exchange pursuant to a Cross-Margining 
Agreement entered into between the Clearing House and the Cross-Margining 
Exchange (amongst other parties, as the case may be) to which the Member is also a 
party or is bound by agreement with the Clearing House and the Cross-Margining 
Exchange. 

(b) A Member shall pay on demand any amount or amounts which the Clearing House 
claims from the Member pursuant to the indemnity contained in Regulation 45(a). Any 
amount or amounts so demanded shall be conclusive and binding on the Member. 

(c) In the event of any conflic: between the terms of the indemnity contained in paragraph 
(a) above and the terms of any indemnity, reimbursement obligation or like obligation to 
which the Member is bound by the terms of a Cross-Margining Agreement, the terms of 
the indemnity in Regulation 45(a) shall prevail. 
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SWAPCLEAR REGULA TJONS 

Regulation 46 Application of SwapCiear Regulations 

(a} These SwapCiear Regulations, which form part of the Regulations, together with the 
Regulations referred to in paragraph (b) apply to SwapCiear Contracts. SwapCiear 
Clearing Members and, insofar as relevant, to SwapCiear Dealers. 

(b) The Default Rules (includi'lg the SwapClear DMP Annex), Default Fund Rules, the 
definitions and Regulations 1, 2, 3(b) , 4, 5, 8, 9(b) and (c), 10, 11, 12, 14, 16,26 to 398 
inclusive (other than Regulation 35(a) and Regulation 37(b)} of the General Regulations 
apply to SwapCiear Contracts, SwapClear Clearing Members and, Insofar as relevant, to 
SwapCiear Dealers. 
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Regulation 47 Registration of SwapCiear Contracts 

(a) A SwapCiear Transaction may be presented to the Clearing House for registration as 
two SwapCiear Contracts or one SwapCiear Contract, and one FCM SwapCiear 
Contract (in accordance with the other provisions of the Rulebook). 

(b) Once a SwapCiear Transaction has been presented to the Clearing House, the Clearing 
House shall (where applicable in accordance with paragraph (c) below and Section 
2C3.2 of the Procedures) request the consent of each of the relevant SwapCiear 
Clearing Members with whom a SwapCiear Contract shall be registered as a result 
thereof to such registration. Upon each such SwapCiear Clearing Member providing its 
consent, such SwapCiear Transaction shall be deemed to have been submitted (as such 
term is defined in the Procedures) to the Clearing House for registration. Any such 
consent shall be provided in accordance with the Procedures. 

(c) A SwapCiear Clearing Member which has been nominated to clear the SwapCiear 
Contract arising from the registration of a SwapCiear Transaction on behalf of a third 
party Executing Party other than a SwapCiear Dealer will (only where such SwapCiear 
Transaction is not a US Trading Venue Transaction) be notified by the Clearing House of 
the relevant SwapCiear Transaction and shall choose whether to grant or refuse consent 
to the registration of such SwapCiear Transaction and the SwapCiear Contract(s) 
resulting from such SwapCiear Transaction. In circumstances where (i) a SwapCiear 
Clearing Member is an Executing Party in relation to a SwapCiear Transaction and shall 
clear one of the SwapCiear Contracts resulting from such SwapCiear Transaction, or (ii) 
a SwapCiear Transaction Is a US Trading Venue Transc;~ction, the consent of that 
SwapCiear Clearing Member to the registration of the relevant SwapCiear Transaction 
will occur automatically and without the need for any further action by such SwapCiear 
Clearing Member. 

(d) The Clearing House shall register or reject the registration of a SwapCiear Contract rn 
respect of a SwapCiear Transaction presented for registration subject to, and in 
accordance with, these Regulations and-ll-1e Procedures as quickly as would be 
technologically practicable if fully automated systems were used (the standard required 
in Part 39 of the CFTC Regulations), provided that: 

(i) 

(II) 

(iii) 

(iv) 

both sides of the relevant SwapCiear Transaction have been properly presented 
and submitted for clearing by (or on behalf of the) the Executing Parties; 

the relevant SwapCiear Transaction meets the eligibility criteria prescribed in 
the Rulebook at the time the particulars of the SwapClear Transaction are 
presented to the Clearing House and continues to meet such criteria at the 
Registration lime; 

such SwapCiear Contract is consented to by the relevant SwapCiear Clearing 
Member (to the extent such consent is required) in accordance with paragraph 
(c) above and Section 2C3.2 of the Procedures; 

the applicable SwapCiear Clearing Member has- f:l>-1tl'J-01' transferred, upon 
request of the Clearing House and in accordance with Regulation 12 and such 
other applicable provisions of the Rulebook, all ~0V~F.GQlli;jteral required in 
respect of such SwapCiear Contract prior to registration (taking into account 
any available MER and/or SwapCiear Tolerance, if any); provided that such 
(;EWBt-Collaternl need not be 1-\#J.\ ts~eetraosferred prior to registration as a 
condition to the registration of such SwapCiear Contract unless such 
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SwapCiear Contract results from a SwapCiear Transaction that is a Block IRS 
Trade; 

(v) all the conditions applicable (under the terms of the Rulebook or the FCM 
Rulebook, as the case may be) for the registration of the other SwapCiear 
Contract or the FCM SwapCiear Contract (as the case may be) deriving from 
the relevant SwapCiear Transaction have been satisfied. 

(vi) From the time of registration by the Clearing House of two SwapCiear Contracts 
or one SwapCiear Contract and one FCM SwapCiear Contract (as the case 
may be) (the "Registration Time") in respect of a SwapCiear Transaction in 
accordance with the Procedures: 

(A) where both of the Executing Parties in respect of such SwapCiear 
Transaction are SwapCiear Member(s) and/or SwapCiear Dealer(s), 
those Executing Parties shall be released and discharged from all 
rights and obligations thereunder which fall due for performance on 
or after the Registration Time and, in all other cases, the rights and 
obligations of the Executing Parties to the SwapCiear Transaction 
shall be governed by the applicable Execution Terms, or as 
otherwise agreed by such Executing Parties; and 

(B) the relevant SwapCiear Clearing Member(s) will be deemed to be 
and will be bound by the SwapCiear Contract(s) with the Clearing 
House automatically and without any further action on its part, on 
terms that, without limitation, incorporate all applicable terms of the 
Rulebook and the Schedule to these SwapCiear Regulations 
(including the SwapCiear Contract Terms applicable to the relevant 
SwapCiear Contract). 

(e) The Economic Terms shall be such that: (A) a SwapCiear Clearing Member paying (or 
clearing on behalf of a person paying) Rate X and receiving (or clearing on behalf of a 
person receiving) Rate Y under a SwapCiear Transaction shall have such rights against, 
and owe such obligations to, the Clearing House under the corresponding SwapCiear 
Contract registered by it in respect of such SwapCiear Transaction as further provided 
for in the final paragraph of this sub-paragraph (e) and (B) a SwapCiear Clearing 
Member paying (or clearing on behalf of a person paying) Rate Y and receiving (or 
clearing on behalf of a person receiving) Rate X under a SwapCiear Transaction shall 
have such rights against, and owe such obligations to, the Clearing House under the 
corresponding SwapCiear Contract registered by it in respect of such SwapCiear 
Transaction as further provided for in the final paragraph of this sub-paragraph (e). 

In this sub-paragraph (e), a reference to the "rights" and "obligations" Is a reference to 
rights and obligations, falling due for exercise or performance after the Registration 
Time, and which are the same ln nature and character as the rights or obligations set out 
in the Economic Terms of the corresponding SwapCiear Transaction (it being assumed, 
for this purpose, that such SwapCiear Transaction was a legal, valid, binding and 
enforceable obligation of the parties thereto and that the Economic Terms thereof were 
as presented to the Clearing House for registration}, notwithstanding the change in the 
person entitled to them or obliged to perform them, and subject to any change thereto as 
a result of the operation of the Standard Terms. In this sub-paragraph (e)1 a reference to 
"paying'' means either paying under a SwapCiear Transactlon that is an existing swap 
transaction or "agreeing to pay" under a SwapCiear Transaction that is contingent on 
clearing. 
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(f) If at any time after registration of a SwapCiear Contract, the Clearing House determines 
that the corresponding SwapCtear Transaction of which details were presented for 
registration did not, at the Registration Time, meet the SwapCiear Product Eligibility 
Criteria in existence at the Registration Time (an "Ineligible SwapCiear Transaction"), the 
Clearing House shall, immediately set aside both SwapCiear Contracts (or, in the case 
of a SwapCiear Transaction that resulted in a SwapCiear Contract and an FCM 
SwapCiear Contract, such SwapCiear Contract) arising from such Ineligible SwapCiear 
Transaction. Upon a SwapCiear Contract (an "Ineligible SwapCiear Contract") being set 
aside under this paragraph (h): (1) the Clearing House will notify the SwapCiear Clearing 
Member party to such Ineligible SwapCiear Contract via the Approved Trade Source 
System through which details of the relevant Ineligible SwapCiear Transaction were 
originally presented to the Clearing House that such Ineligible SwapCiear Contract has 
been set aside; and (2)-#!e such Ineligible SwapCiear Contract shall immediately be 
deemed to be terminated and shall thereafter have no force or effect. Where an 
lneligibel SwapCiear Contract is set aside pursuant to this paragraph (h), all payments 
(including, without limitation, variation margin) (if any) paid by the Clearing House or by a 
SwapCiear Clearing Member in respect of such Ineligible SwapCiear Contract up to and 
including the time when such Ineligible SwapCJear Contract was set aside shall be 
retained by the receiving party upon termination as a termination payment. Any other 
payment obligations In respect of an Ineligible SwapCiear Contract and/or the relevant 
Ineligible SwapCiear Transaction shall be as agreed between the Executing Parties to 
such Ineligible SwapCiear Transaction and shall not be paid by or to the Clearing House. 

(g) Notwithstanding anything to the contrary in this Rulebook. the Clearing House may 
decline to register a SwapCiear Transaction as a SwapCiear Contract or a SwapCiear 
Contract and a FCM SwapCiear Contract (as the case may be) where it considers such 
action advisable for its own protection or the protection of the relevant market provided 
that the Clearing House may (subject to the provisions of the Rulebook) register any 
SwapCiear Contract which reduces the risk exposure of the Clearing House and the 
applicable SwapCiear Clearing Member, as determined in the discretion of the Clearlng 
House. The Clearing House may, subject to sub-paragraph (d) above and without 
assigning any reason, make the registration of any SwapCiear Transaction subject to 
any conditions stipulated by the Clearing House including, without limitation, the 
f~:+FAI&I~Ifl~transfer of additional soveR;ollateral by any SwapCiear Clearing Member In 
whose name any such SwapCiear Transaction is to be registered. 

(h) Any SwapCiear Transaction of which details have been presented for registration and 
Which are not so registered will be governed by the applicable Execution Terms among 
the relevant parties, and the Clearing House shall have no obligations or liability in 
relation thereto. 

(I) If a SwapCiear Transaction is revoked, avoided or otherwise declared invalid for any 
reason after particulars of it have been accepted by the Clearing House for registration 
such revocation, avoidance or invalidity shall not affect any SwapCiear Contract arising 
under this Regulation 4 7, Regulation 3(b) or Regulation 11 . 

In the case of a SwapCiear Contract registered by the Clearing House pursuant to rule 6(a) 
of the Default Rules, the Registration Time shall be deemed to be tile time chosen by the 
Clearing House whereupon this Regulation 47 shall take effect. 
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Regulation 48 Compression 

(a) Notwithstanding any other provision of these Regulations if: 

(i) one or more SwapCiear Contracts registered by a SwapCiear Clearing Member 
in accordance with the Rulebook has substantially the same Economic Terms 
as one or more other SwapCiear Contracts registered for the account of such 
SwapCiear Clearing Member, and 

(ii) all such SwapCiear Contracts are either (a) registered on the SwapCiear 
Clearing Member'5 own behalf or (b) registered on behalf of the same 
SwapCiear Clearing Client (whether in an Omnibus Net Segregated Account or 
an Individual Segregated Account), 

(b) then, to the extent permitted in the Procedures and this Regulation 48, the SwapCiear 
Clearing Member may request that the Clearing House compress and combine all such 
SwapCiear Contracts by terminating the relevant existing SwapCiear Contracts and 
compressing them into one SwapCiear Contract reflecting the aggregate economic 
terms, or the net econom\c terms, as the case may be, of such original SwapCiear 
Contracts. SwapCiear Contracts registered on a SwapCiear Clearing Member's own 
behalf can only be compressed pursuant to this Regulation 48 if they are derived from 
the registration of a SwapCiear Transaction which relates to SwapCiear Glieffi. Clearing 
Client Business. For the avoidance of doubt, in no circumstances can a SwapCiear 
Contract registered in the Propriety Account of a SwapCiear Clearing Member be 
compressed pursuant to this Regulation 48 with a swapCiear Contract registered in the 
client account of that SwapCtear Clearing Member. 

(c) For purposes of this Regulation 48, two or more SwapCiear Contracts may be deemed 
by the Clearing House to have "substantially the same Economic Terms" if they are 
based on the same underlying currencies and the Clearing House considers them, in its 
sole discretion, to have substantially the same fundamental economic attributes which 
influence the amount, value date and direction of all coupon cash floWs. Two or more 
SwapCiear Contracts that are compressed under the terms of this Regulation 48 shall be 
aggregated if the position of the SwapCiear Clearing Member is in the same direction on 
each such SwapCiear Contract (i.e. , obligations to make payment aggregated and rights 
to receive payment aggregated), such that the SwapCiear Contract that replaces the 
compressed SwapCiear Contracts shall have a notional amount equal to the total 
notional amount of the compressed SwapCiear Contracts. Two or more SwapCiear 
Contracts that are compressed under the terms of this Regulation 48 shall be netted if 
the position of the SwapCiear Clearing Member is in the opposite direction on two or 
more of each such SwapCiear Contracts (i.e., obligations to make payment netted 
against rights to receive payment), such that the SwapClear Contract (if any) that 
replaces the compressed SwapCiear Contracts shall have a notional amount equal to 
the net notional amount of the compressed SwapCiear Contracts and provided that in 
the event that the net notional amount is equal to zero such compression shall result in 
no replacement SwapCiear Contracts. The Clearing House shall determine (In its sole 
discretion) whether SwapCiear Contracts that are the subject of a request for 
compression from the SwapCiear Clearing Member may be compressed and, if such 
SwapCiear Contracts are compressed, the Clearing House shall determine the resulting 
notional amount of the SwapCiear Contract(s) (i f any) that replaces the compressed 
SwapCiear Contracts, and such determination shall be binding on the SwapCiear 
Clearing Member, absent manifest error. It is a condition for compression of SwapCiear 
Contracts that the amount of sEWef..c&IJ.aJ.ernl that the Clearing House requires In respect 
of the original SwapCiear Contracts is equal to that which is required by the Clearing 
House in respect of the replacement SwapCiear Contract(s). 
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Regulation 48A Termination by Automated Service 

(a) SwapCiear Contract may be terminated prior to its expiry by means of the automated 
SwapCiear Intra-day Deletion Service (for the purposes of this Regulation "the Service"). 
The Service is designed so that the process of termination may be initiated by a 
SwapCiear Dealer. 

(b) Each SwapCiear Clearing Member is deemed to grant a continuing authority to every 
SwapCiear Dealer with whom that SwapCiear Clearing Member is a party to a 
SwapCiear Dealer Clearing Agreement (for the purposes of this Regulation, an "SOC 
Agreement") to use the Service for the termination of any SwapCiear Contract registered 
in the name of that SwapCiear Clearing Member under that SOC Agreement. A 
SwapCiear Clearing Member shall be bound by all entries, deletions and modifications 
which are made under this Service by the relevant SwapCiear Dealer or which are 
purported to have been made by the relevant SWapCiear Dealer. 

(c) A SwapCiear Dealer shall have no obligation to inform, notify or seek the consent of any 
SwapCiear Clearing Member prior to initiating the termination of a SwapCiear Contract 
by means of the Service or making any entries, deletions or modifications when using 
the Service. 

(d) Each SwapCiear Clearing Member is deemed to grant a continuing authoflty to the 
Clearfng House to terminate any SwapCiear Contract registered in the name of that 
SwapCiear Clearing Member upon the request of a SwapCiear Dealer with whom that 
SwapCiear Clearing Member is a party to an SOC Agreement and make all other entries, 
deletions and modifications as may be required to give effect to such termination. 

(e) The Clearing House shall have no obligation to inform, notify or seek the consent of any 
SwapCiear Clearing Member prior to terminating a SwapCiear Contract or making any 
entries, deletions or modifications when operating the Service. 

(f) The termination of a SwapCiear Contract to which the First SwapCiear Clearing Member 
is a party is contingent upon inter alia the termination of the SwapCiear Contract to 
which the Second SwapCiear Clearing Member is a party, and vice versa. 

(g) The termination of a SwapCiear Contract by means of the Service may be cancelled at 
any time prior to its termination or such earlier time as may be determined by the 
Clearing House from time to time, provided that. such cancellation must be agreed by 
both parties to the SwapCiear Transaction which corresponds to that SwapCiear 
Contract. 

(h) The date and time of termination of a SwapCiear Contract shall be as reported by the 
Clearing House by means of the Service and shall be binding on all parties. 

(i) The Clearing House may decline to terminate any SwapCiear Contract if, in the opinion 
of the Clearing House acting In its sole discretion, the termination of that SwapCiear 
Contract is not consistent with the policies of the Clearing House, including, without 
limitation, any policies concerning risk management. 

G> In addition to (1) above, the Clearing House may decline to terminate any SwapCiear 
Contract if there is insufficient r»aff}i ftCollatru:ru in the relevant PPS account of the 
relevant SwapCiear Clearing Member to accommodate the termination of that 
SwapCiear Contract. For the avoidance of doubt and without limitation, the Clearing 
House may debit the relevant PPS account with any amount or amounts due to the 
Clearing House In connection with the termination of a SwapCiear Contract. 
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(k) Each SwapCiear Dealer shall ensure that every user name, password and all other 
security information provided to it by the Clearing House is kept confidential and in a 
secure manner and is used solely for the purposes of utilising the Service. Each 
SwapCiear Dealer shall be responsible for any action taken using any such security 
information as if SwapCiear Dealer had itself taken the action concerned. Each 
SwapCiear Dealer shall ensure that only such of Its staff as are duly authorised are able 
to access and use the Service and that the Service is accessed and used by SwapCiear 
Dealer and its authorised staff in accordance with all guidance and instructions Issued by 
the Clearing House from time to time. 

(I) For the avoidance of doubt and without limitation, the provisions of Regulation 39 shall 
apply to the termination of each SwapCiear Contract by means of the Service. 

(m) With effect from the time of the termination of a SwapCiear Contract by means of the 
Service, the Clearing House shall have no obligation under the terms that SwapCiear 
Contract and no liability in respect thereof, provided that the termination of any 
SwapCiear Contract shall have no effect upon the rights and obligations already accrued 
under that SwapCiear Contract, which rights and obligations shall survive such 
termination. 

(n) Upon the termination of a SwapCiear Contract by means of tl1e Service, the 
corresponding Parallel Contract arising by operation of the SOC Agreement shall also 
terminate. 
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Regulation 488 Multilateral Compression 

(a) The Clearing House may, from time to time in its absolute discretion, make available in 
accordance wtth this Regulation 488, Multilateral Compression on the basis of a 
Multilateral Compression Cycle which is either: 

(l) an ACSP Compress1on Cycle, available to SwapCiear Clearing Members; or 

(ii) a Member Compression Cycle, where so requested by two or more SwapCiear 
Clearing Members and agreed to by the Clearing House. 

(b) In participating In any Multilateral Compression Cycle, a SwapCiear Clearing Member: 

{llll (lj- must be party to relevant Compression Documentation with the Clearing 
House and/or any nominated ACSP at such time as is contemplated i'fl the 
Compression Documentation and from such time up to and including the 
Compression Time for that Multilateral Compression Cycle and at all relevant 
times must be accepted by the Clearing House and/or any nominated ACSP as 
an entity eligible to participate in such Multilateral Compression Cycle; 

1M. (ii)-in relation to an ACSP Compression Cycle, shall nominate those SwapCiear 
Contracts whicll lt wishes to make available for Multilateral Compression in 
accordance with the relevant Compression Documentation; 

ffliH n relation to a Member Compression Cycle, shall together with the other 
requesting SwapCiear Clearing Member(s) provide to the Cleartng House 
details of the proposed Termtnatlng SwapCiear Contracts and Post-Multilateral 
Compression Contracts (in such form as the Clear1ng House may require from 
time to time) which shall, subject to the Clearing House's confirmation, 
constitute the Compression Proposal; 

DL1l {~,v-) warrants and represents to the Clearing House that the terms of its 
participation In the proposed MUltilateral Compression Cycle are in compliance 
with all applicable laws and regulation; and 

~ (vj--agrees and acknowledges that the Multilateral Compression Cycle will 
operate, and Multilateral Compression shall take place, in accordance with this 
Regulation 488, the relevant Compression Proposal as accepted by such 
SwapCiear Clearing Member, relevant Compression Documentation and such 
other processes and procedures as may be notified by the Clearing House from 
time to time. 

(c) Where the Clearing House intends to run an ACSP Compression Cycle, it shall nominate 
an ACSP to facilitate that ACSP Compression Cycle and produce the Compression 
Proposal. Such ACSP shall notify SwapCiear Clearing Members meeting the criteria at 
(b)(i) above of the timing and procedure for such ACSP Compression Cycle and Invite 
such SwapCiear Clearing Members to confirm their interest. The Compression 
Documentation for such Multilateral Compression Cycle shall include any documentation 
relevant to that ACSP. Additional information on the administrative procedures for any 
Multilateral Compression Cycle may be included in the Compression Documentation or 
other procedures published by the Clearing House or a nominated ACSP from time to 
time or in connection with a particular Multilateral Compression Cycle. 

(d) In any Multilateral Compression Cycle, Multilateral Compression shall only take place in 
accordance with the terms of a Compression Proposal which has been established and 
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accepted by all participating SwapCiear Clearing Members in accordance With this 
Regulation 488. Notwithstanding the other provisions of this Regulation 488, the 
Clearing House shall determine (in its sole discretion} whether SwapCiear Contracts 
proposed for inclusion in a Compression Proposal may be so includecL 

(e) A Compression Proposal shall: 

~ (~)-in relation to an ACSP Compression Cycle, be generated by the nominated 
ACSP in accordance with the relevant Compression Documentation and details 
submitted to the ACSP by participating SwapCiear Clearing Members, and be 
communicated by the ACSP to each participating SwapCiear Clearing Member 
in the manner contemplated in the relevant Compression Documentation for 
acceptance; 

illQ fi~}-in relation to a Member Compression Cycle, be constituted by the details 
submitted to the Clearing House by the requesting SwapCiear Clearing 
Members (subject to the Clearing House's determination that such proposed 
details are eligible for Multilateral Compression), and shall form the basis for the 
subsequent acceptance by each requesting SwapCiear Clearing Member; and 

(iii)-in all cases include only those SwapCiear Contracts that are eligible for 
Multilateral Compression in the relevant Multilateral Compression Cycle and 
that are registered in a SwapCiear Clearing Member's Proprietary Account. 

(f) Where it wishes to participate in a Multilateral Compression Cycle, each participating 
SwapCiear Clearing Member shall confirm its acceptance of a Compression Proposal in 
the manner and by the time specified by the Clearing House or otherwise contemplated 
in the relevant Compression Documentation. In relation to an ACSP Compression Cycle, 
each participating SwapCiear Clearing Member agrees and acknowledges that the 
ACSP's confitmation to the Clearing House that such SwapCiear Clearing Member has 
confirmed its acceptance of the Compression Proposal to the ACSP shall constitute a 
binding acceptance by such SwapCiear Clearing Member to the Clearing House for the 
purposes of this Regulation 488. Upon a SwapCiear Clearing Member's acceptance of 
a Compression Proposal in accordance with this paragraph, such SwapCiear Clearing 
Member shall be irrevocably bound to the terms of that Compression Proposal and the 
Multilateral Compression contemplated thereunder. 

(g) The Clearing House may require margin, subsequent to a SwapCiear Clearing Member's 
acceptance of a Compression Proposal but prior to the Compression Time, In connection 
with the Multilateral Compression Cycle and the SwapCiear Clearing Member's positions 
thereunder. 

(h) Each SwapCiear Clearing Member that confirms its acceptance of a Compression 
Proposal in accordance with relevant Compression Documentation agrees and 
acknowledges for the benefit of the Clearing House that, by lts acceptance, such 
SwapCiear Clearing Member; 

~ (t}-shall be bound by and act in accordance with the terms of this Regulation 
488, the Compression Documentation and any notifications made by the 
Clearing House or any nominated ACSP pursuant thereto; 

~ (-ii1- shall meet any margin calls from the Clearing House made prior to the 
Compression Time in connection with the Multilateral Compression Cycle. Any 
such margin will be called in accordance with the Procedures; and 
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accepted by all participating SwapCiear Clearing Members in accordance with this 
Regulation 488. Notwithstanding the other provisions of this Regulation 488, the 
Clearing House shall determine (in its sole discretion) whether SwapCiear Contracts 
proposed for inclusion in a Compression Proposal may be so included. 

(e) A Compression Proposal shall: 

!.YliJl f i) in relation to an ACSP Compression Cycle, be generated by the nominated 
ACSP in accordance with the relevant Compression Documentation and details 
submitted to the ACSP by participating SwapCiear Clearing Members, and be 
communicated by the ACSP to each participating SwapCiear Clearing Member 
in the manner contemplated in the relevant Compression Documentation for 
acceptance; 

~ tiii- in relation to a Member Compression Cycle, be constituted by the details 
submitted to the Clearing House by the requesting SwapCiear Clearing 
Members (subject to the Clearing House's determination that such proposed 
details are eligible for Multilateral Compression). and shall form the basis for the 
subsequent acceptance by each requesting SwapCiear Clearing Member: and 

(iii)- in all cases include only those SwapCiear Contracts that are eligible for 
Multilateral Compression in the relevant Multilateral Compression Cycle and 
that are registered in a SwapCiear Clearing Member's Proprietary Account. 

(f) Where it wishes to participate in a Multilateral Compression Cycle, each participating 
SwapCiear Clearing Member shall confirm its acceptance of a Compression Proposal in 
the manner and by the time specified by the Clearing House or otherwise contemplated 
in the relevant Compression Documentation. In relation to an ACSP Compression Cycle, 
each participating SwapCiear Clearing Member agrees and acknowledges that the 
ACSP's confirmation to the Clearing House that such SwapCiear Clearing Member has 
confirmed its acceptance of the Compression Proposal to the ACSP shall constitute a 
binding acceptance by such SwapCiear Clearing Member to the Clearing House for the 
purposes of this Regulation 488. Upon a SwapCiear Clearing Member's acceptance of 
a Compression Proposal In accordance with this paragraph, such SwapCiear Clearing 
Member shall be irrevocably bound to the terms of that Compression Proposal and the 
Multilateral Compression contemplated thereunder. 

(g) The Clearing House may require margin, subsequent to a SwapCiear Clearing Member's 
acceptance of a Compression Proposal but prior to the Compression Time, in connection 
with the Multilateral Compression Cycle and the SwapCiear Clearing Member's positions 
thereunder. 

(h) Each SwapCiear Clearing Member that confirms its acceptance of a Compression 
Proposal in accordance with relevant Compression Documentation agrees and 
acknowledges for the benefit of the Clearing House tl1at, by Its acceptance, such 
SwapCiear Clearing Member: 

00 (tr shall be bound by and act in accordance with the terms of this Regulation 
488, the Compression Documentation and any notifications made by the 
Clearing House or any nominated ACSP pursuant thereto; 

~_ill fi~) -shall meet any margin calls from the Clearing House made prior to the 
Compression Time in connection with the Multilateral Compression Cycle. Any 
such margin will be called in accordance with the Procedures; and 
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~ Bii}-is bound by the terms of the Compression Proposal and the terminations 
and registrations of SwapCiear Contracts comprised therein. 

(I) Following acceptance of the Compression Proposal by all participating SwapCiear 
Clearing Members, the Clearing House shall effect Multilateral Compression at such time 
as It may determine. For the avoidance of doubt. the irrevocable acceptance of a 
Compression Proposal by participating SwapCiear Clearing Members shall not bind or 
require the Clearing House to proceed with a Multilateral Compression Cycle. At any 
time prior to the Compression Time, the Clearing House may, in its sole and absolute 
discretion, decide not to proceed with a Multilateral Compression Cycle. 

U) Without prejudice to the rights of the Clearing House set out In Regulation 48B(i) above, 
a Compression Proposal shall be rejected by the Clearing House if: 

~ fit-a SwapCiear Clearing Member which has accepted a Compression Proposal 
is not eligible to participate in the relevant Multilateral Compression Cycle; 

~ (~i)-any of the SwapCiear Contracts included as a Post-Multilateral Compression 
Contract or a Terminating SwapCiear Contract are not eligible for such 
Multilateral Compression Cycle; 

~ fif41-ln relation to a Member Compression Cycle, the proposals submitted by the 
relevant SwapCiear Clearing Members do not match; or 

~ (ivf-any SwapCiear Clearing Member due to participate in a Multilateral 
Compression Cycle rejects the Compression Proposal or does not provide the 
margin as required by the Clearing House. 

(k) When the Clearing House effects a Multilateral Compression, it shall terminate all 
Terminating SwapCiear Contracts and, simultaneously with and contingent upon the 
termination of such SwapCiear Contracts, shall register the Post-Multilateral 
Compression Contracts in the Proprietary Accounts of the relevant SwapCiear Clearing 
Members. The Clearing House shall notify the participating SwapCiear Clearing 
Members once the Multilateral Compression has been effected. 

{I) The Clearing House shall have no involvement in and accepts no responsibility or liability 
in relation to any Multilateral Compression-related balancing, termination or ancillary 
payments or fees that participating SwapCiear Clearing Members may agree between 
themselves in accordance with relevant Compression Documentation or otherwise. 

(m) Without prejudice to any other provisions of these Regulations, In particular Regulation 
39, or any Compression Documentation, neither the Clearing House, nor any other 
member of LCH.Ciearnet Group _shall have any liability whatsoever to any SwapCiear 
Clearing Member or to any other person in contract, tort (including, without limitation, 
negligence), trust, as a fiduciary or under any other cause of action in respect of any 
damage, loss, cost or expense of whatsoever nature suffered or incurred by a 
SwapCiear Clearing Member or any other person, as the case may be: 

~ ~i}-as a result of any actioh the Clearing House takes under this Regulation 488, 
whether in accordance with a Compression Proposal, In reliance on information 
provided by SwapCiear Clearing Members or any ACSP or otherwise; 

~ fiij-in relation to an ACSP Compression Cycle, as a result of any action or 
omission of an ACSP, including, without limitation, any error or omission in the 
terms of ahy Compression Proposal; or 
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~ ~)-in relation to any Multilateral Compression Cycle, as a result of any action or 
omission of a participating SwapCiear Clearing Member. including, without 
limitation, any error or omission in the terms of any Compression Proposal. 

(n) An ACSP's liability in respect of its acts or omissions is subject to the relevant terms of 
the applicable Compression Documentation. 

(o) Any notification or communication required In connection with a Multilateral Compression 
Cycle shall be made in accordance with the Compression Documentation or, if not 
specified in the Compression Documentation, the Procedures or such other guidance as 
the Clearing House may provide from time to time. 

(p) Notwithstanding any other provision of these Regulations or the terms of the SwapCiear 
Contracts, the Clearing House may disclose details of any Compression Proposal and 
related details of SwapCiear Clearfng Members to any ACSP or otherwise as the 
Clearing House considers appropriate in order to facilitate a Multilateral Compression 
Cycle. 
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Regulation 49 SwapCiear Dealers 

(a) Application for admission to the Register of SwapCiear Dealers shall be made in 
accordance with these Regulations and tile Procedures. An applicant for admission to 
the Register of SwapCiear Dealers must satisfy the criteria prescribed by the Clearing 
House from time to time in order to be admitted to the Register of SwapCiear Dealers. A 
SwapCiear Dealer shall be subject to, and governed by, these Regulations, the 
Procedures and, if applicable, the SwapCiear Dealer Clearing Agreement to which it is 
for the time being party. 

(b) A person admitted to the Register of SwapCiear Dealers shall ensure that It will, at all 
times, satisfy the criteria prescribed by the Clearing House, from time to time, for 
admission to the Register. 

(c) The Clearing House may suspend or remove a SwapCiear Dealer from the Register of 
SwapCiear Dealers in accordance with these Regulations, the Procedures and, if 
applicable, the SwapCiear Dealer Clearing Agreement to which It is for the time being 
party. Any person who has been suspended from the Register of SwapCiear Dealers for 
a period of more than three months shall be removed from the Register of SwapCiear 
Dealers and must make a new application if it wishes to be readmitted to the Register. 

(d) A SwapCiear Dealer may request, by giving three months' written notice to the Clearing 
House, that its name be removed from the Register of SwapCiear Dealers. At the end of 
such notice period, the Clearing House shall remove the SwapCiear Dealer from the 
Register of SwapCiear Dealers. 

(e) A SwapCiear Dealer's suspension or removal from the Register of SwapCiear Dealers, 
under paragraph (c), shall not, where it is a Member, affect its membership of the 
Clearing House, nor, subject to any contrary determination by the Clearing House under 
Regulation 4(aa}, shall it affect the categories of Contract which such a person is eligible 
to have registered in Its name. 

(f) Where a SwapCiear Clearing Member is also a SwapCiear Dealer it shall, automatically 
on the Clearing House serving a default notice in accordance with these Regulations be, 
removed from the Register of SwapCiear Dealers. 

(g) Without prejudice to paragraph (f) of this Regulation, the Clearing House shall suspend 
from the Register of SwapCiear Dealers any Member whose Clearing Membership 
Agreement has been terminated or who is no longer eligible to have SwapCiear 
Contracts registered in its name, and Who is not, from the date of such termination or 
such ineligibility, party to a SwapCiear Dealer Clearing Agreement with another 
SwapCiear Clearing Member, for such period as the Clearing House may determine. 
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Regulation 50 SeWemenkt~1d ~~~enCollateralisation of SwapCiear Contracts 

(a) The net present value of each SwapCiear Contract shall be calculated by the Clearing 
House for the purooses of determining required variation margin in such manner and at 
such times as may be provided in the Procedures. Except as prescribed in the 
Procedures, the net present value calculated by the Clearing House may in no 
circumstances be called in question. T tJ,._, :t {, tH'"''i ! !·'1-1-f:~~ ,,ll-'ll :~~··,:·.! d·:ll\'.,.-FeGewe 
p~em-e...-pay-te,-tAe-.SwafJgeaf-G ieafift§!-Memoor-<:-ash-oover=-ffir-vaf-iAii~n 
~·~tr-H~-f"JI'-eseAt+I-1~J-I+~e-GI*lflF}e-ln F '"~ r at p,' <>+ ·r'' ·~~ ... lq ~HRe-SwapGieaf-Gie-c"lfiA§ 
~.4ef:RheF5-f.Jaf'tf-eli~-&wa~:~GIE.-ef-Goot1o::let£7-( i·}--f-egjstefe9-[A--a-.swaf}G-Iea-r--Gioofln§t 
MeffifleF-~i£JRt-asseu~ar-£!-i-ent---aGGOOB-ts-as-se~biM~Ha {ii) ro~F€!4-m , 
::;., •' .. t •r'.!", ,1 ':t. ~ :1 ·· t'.i 1111:-.• :: ; ~·~ ~rlr~eprietary-f\ee<~unt- (eaGh-~:;w8~Giear -P--ert-f-eJ-i~) f.FAm 
ll:le ple<>PCiin~~~1®i l~e-ss..cJay,.in-aGGGI:dance Wllh-tlle--Precedttres,. 

(i) where t ,, , , "·I r •·· . .1. ,, It w pf an outstandinqJ3.w.apCiear Contract has moved 
in favour of the Clearing House since the last valuation call on the Swap~r 
.C.I.eadnq Member to transfel.lO...tbSLC.Learinq House c.aMJn...an_amQ.JJn.Le.q.uaLlo 
lA) the net p~t value to the Clead.n.q House of the relevant SwaRC~ar 
Contract minus 16) the current balance of cash Collateral provided to the 
Clearing House by such SwapCiear Clearing Member in respect of its variat!Qn 
marain obligations in respect of that SwapCie.aL.Contract· and 

(jj) where the net present vaiL~standinq Swap_QJear Contract bas mo.'&d. 
in favour of lhe..S~pCiear Clearing Member since the last v..aluatlon transfer to 
the SwapCiear Clearing Member cash jn an amount equal to lA) the net oresent 
value to the SwagCiear Clearing Member of the relevant SwapCfear Contrac.t 
minus (8) the current balance of cash Collateral provided to such SwapCie.i![ 
C~q Member by the Clearing Ho~i~of_jts_vQliallQn__m~ 
obligations in r~pect of that SwapCiear Contract. 

provided tb.at 

(IIi) lA) and/or (B)__.__g§J.tsed in sub-paragraphs m and lii) abovet may be neg~ 
numbers where the net oresent value of a SwapCiear Contract has moved in 
favour of the party that was "out of the money'' at the time of the pr.e.ced.ioo 
Y.Piuatio.n;, 

{,00 aov time the c.atculatjoo provided fo[ jp this Regulation 501bLiuerformed for 
the first time in respect of any particular SwapCiear Contract that SwapCiear 
Contract shall for the puroose of sub-paraaraphs (j) and llj) above be deemed to 
bave had a net present value of z.ero at the time of the preceding valuation· aru:l 

(v) the calculations under this R~gulation 501b) shall disregard any amount 
p_r,e~lv deten:nine.d.....!.o__be o§~able by one party to tlliLQ!her pursuant tQ 
Regulation SOld) but which bas not yet been so transferred.. 

is;) Cash provjded by the Clearing House or 1 . :w:t 1< .,, • ,, r I · 1111 • lv , ,, uocif[ 
Reg.J.J.Lation 50(b) is provided by way of title transfer and other than where the provision 
~asb red.u~.ILa . .Aarty's c.urreot balance of cash Collateral. for the puroose of 
CJJJ.Lareralisinq the relevant Rar.t'f.s_obligatjons under the relevant S,w_gQCieaLC..o.o.t.rn.cl(.§l. 

f&) -ln respect of aall SwapCiear PGF!f-G~e--am:J-e;Jsl-l-C0~91-t-raynl~nli:J~~.Con1L~,__QO 
every Business pay, the Clearing House shall aggregate: 
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(i) the sums which would otherwise have been payable by the SwapCiear Clearing 
Member to the Clearing House as cash GGve(.Qollateral (in respect of variation 
margin obligations) on such date-aA€1-l-Re-GeHf;IElf'I--P..:tymeflts-c-k:le- 1:10 ~~~aate~ 
any coupon QE~yments which would otherwise have been due on that date from 
the SwapCiear Clearing Member to the Clearing House._aruLany otb.eLsums 
which would otherwise have been payable by the SwapCiear Clearing Member 
to the Clearing House on such date (jocludjng for the avoidance of doubt any 
amounts due in respegt of an obligation to return cash Collateral and aov 
settlement amounts payable un~ SwapClear Conl(.a.cJ); and 

(ii) the sums which would otherwise have been payable by the Clearing House to 
the SwapCiear Clearing Member as cash ~)OVBrCollateral (in respect of variation 
margin obligations) on such date~1d U:'\B-GeupaH Paymel-)l:-..-flw-0n tl-lat <iate" 
any coupon payments which would otberwis.e...b..ave been due on that date frQID 
the Clearing House to the SwapCiear Clearing Member apd any o.ther suma 
which would otherwjse have been payable by the Clearing House to the. 
SwapCiear Clearing Member on such date lincludjog. for the avoidance of 
doubt any amounts due in respect of an obligation to return cash Collateral apd 
any settlement munts payable under a SwapC!ear Contract), 

aAG;-if~§f99BI&-ar+:oon-l-t t:la{ ·.Vf'lc lid • 1(l1· .1 •:c:-,: l· ! • )\!! • l • '' ·n- ·~21'/·li'~;"-1:-vr 0AB- f3ilFt)'· 
~-Gee€1&-!Ae-ag§fe9ffie-aA1GOO!-ttt<ll-wel:lkl--ttU:leAV-16e-l-la>Je-BeeA-~ayabi&.I:Jy-t!:l~H~Iher 
par.t.y-lhen~H-1e-eiJI.\grat.ic;ms-Gf~1£1GI:\.-~<:1fly-ur.tGiet~-t~ti&·R&gHiatign !iQiin each case which are 
payable in the same currency and which are payable In respect of the same client 
accoupt or the same ProprietarY Accouotl. and all such sums shall be automatically 
satisfied and discharged GR-f*lymeAt 1t•t il"· J)·td•; h•; ·t'tli.l:c iii • 1 :ll 'l: <~:J\.1: • • t ,11 "·c:· .: 
wei:HGW:lave-~etm-f)ayal:>lo-4e tl~e-etl~eF-J:~actyaod only the excess of the larger aggregate 
amount over the smaller aggregate amount- shall be payable l•V tl11· p •tty I 1 ,;,o~·, '1 
l_dr< ll-tl , .I.JI(i't~p;tl<t o:li iiU~]lll 'yi/,<)!,J.Id • )tltumo:~n ''"'\" f!l :(:!,' P<Jif.Mbu • 

/e) The parties acknowledge tnal effect of Regulation 50{d) is that any settlement payment 
obHqati.on of a Clearing Member (or of the Clearing House) upder a SwapClear Contrac.t 
and any obltgatjon of tbe Clearing House's {or of the Clearing Member) on the date of 
~uch settlement to return same-currencv cash Collateral orovided to it by way of 
~ion marai.o in respect of that Swa[l.~_ontract w.ill.be netted aqainst each other. 
with only the balance beinq=payable in accordance with Requla1Lon_S.Q(d.t 
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and Omnibus Net Segregated Business to a single SwapCiear Clearing Client at the 
same time. 

(e) Subject to Regulation 52A{d) , an Individual Segregated Account Clearing Client of a 
SwapCiear Clearing Member may elect to become an Omnibus Net Segregated Clearing 
Client of that SwapCiear Clearing Member and an Omnibus Net Segregated Clearing 
Client of a SwapCiear Clearing Member may elect to become an Individual Segregated 
Account Clearing Client of that SwapCiear Clearing Member provided, however, that the 
relevant SwapCiear Clearing Member has not become a defaulter in accordance with 
Rule 4 of the Default Rules. 

(f) A SwapCiear Clearing Member may operate one or more Omnibus Net Segregated 
Accounts. Each Omnibus Net Segregated SwapCiear Clearing Client must be allocated 
to one such account. No Omnibus Net Segregated SwapCiear Clearing Client may be 
allocated to more than one Omnibus Net Segregated Account. 

(g) A SwapCiear Clearing Member may operate one or more Individual Segregated 
Accounts. Each Individual Segregated Account Clearing Client must be allocated to a 
separate Individual Segregated Account. No Individual Segregated Account Clearing 
Client may be allocated to more than one Individual Segregated Account. 

(h) A SwapCiear Clearing Member may deliver to the Clearing House Excess Collateral 
and/or Additional Collateral in respect of its SwapCiear Clearing Clients. However, no 
SwapCiear Clearing Member shall deliver to the Clearing House any collateral other than 
amounts provided for the purposes of, or in connection with, the provision of clearing 
services by the Clearing House. 

(i) Required Collateral relating to the SwapCiear Clearing Client Business of a SwapCiear 
Clearing Member will be calculated by the Clearing House, and discharged by a 
SwapCiear Clearing Member in respect of all of its SwapCiear Clearing Clients, by: 

(i) if and to the extent that there is Excess Collateral available, deduction by the 
Clearing House of amounts from such Excess Collateral; 

(ii) if and to the extent that Additional Collateral is being held in respect of a 
SwapCiear Clearfhg Client and to the extent that the Required Collateral relates 
to the SwapCiear Clearing Client in question, and subject to appropriate 
instructions being received by the Clearing House from the SwapCiear Clearing 
Member specifying the relevant Additional Collateral and the relevant 
SwapCiear Clearing Client, deduction by the Clearing House of that Additional 
Collateral; and 

(iii) otherwise, delivery by the SwapCiear Clearing Member to the Clearing House 
of collateral with a value which is at least sufficient to discharge the relevant 
requirement. 

G) A SwapCiear Clearing Member who has opened an Additional Collateral Account may 
p~vil':le~ Additional Collateral to the Clearing House for the credit of such account. 
Such SwapCiear Clearing Member shall inform the Clearing House of the identity of the 
SwapCiear Clearing Client for whose account the Additional Collateral Is 
tll't"lVi!:lec-ltransferred, together with the type and value of the Additional Collateral in 
question and the Clearing House will record the Additional Collateral in the Additional 
Collateral Account held in respect of the relevant SwapCiear Clearing Client. 
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(k) A SwapCiear Clearing Member shall, as soon as reasonably practicable following a 
request from the Clearing House, provide the Clearing House with any information which 
the Clearing House may reasonably require in relation to the SwapCiear Clearing Client 
Business of that SwapCiear Clearing Member. 

(I) In addition to and without prejudice to any other provision in the Rulebook, in 
circumstances where an investment manager or similar third party agent acts on behalf 
of a SwapCiear Clearing Client, the Clearing House shall be entitled to treat instructions 
received from the investment manager or similar third party as if they were instructions 
received from the relevant underlying SwapCiear Clearing Client. 

(m) No SwapCiear Clearing Member may withdraw any amount from: 

(i) an Individual Segregated Account or a("l Omnibus Net Segregated Account if 
such withdrawal would cause the relevant Account Balance to be less than the 
Required Collateral then attributable to the relevant SwapCiear Clearing Client 
by the Clearing House in accordance with the provisions of the Rulebook; or 

(II) an Additional Collateral Account unless such withdrawal is made (a) with the 
consent of the relevant SwapCiear Clearing Client; or (b) in accordance with 
Regulation 52AU). 

(n) Where any formalities or registration requirements apply In respect of the Deed of 
Assignment (and any other document which the Clearing House may from time to time 
determine), a SwapCiear Clearing Member is required to comply with such obligations or 
to procure by agreement that such requirements are to be complied with. For the 
avoidance of doubt, prior to providing SwapCiear Clearing Services to a SwapCiear 
Clearing Client, each SwapCiear Clearing Member must enter into a Deed of 
Assignment in respect of that SwapCiear Clearing Client and in relation to amounts due 
to it from the Clearing House pursuant to the SwapCiear DMP. Where a SwapCiear 
Clearing Member enters into a Deed of Assignment and the Clearing House acts as 
Security Trustee, that SwapCiear Clearing Member must provide notice of the 
assignments under such Deeds of Assignment to the Clearing House. The Clearing 
House agrees to exercise its default powers in such a fashion as to comply with its 
obligations under the Deeds of Assignment and related documentation, including by 
accepting instructions from the SwapCiear Clearing Clients of a SwapCiear Clearing 
Member following the occurrence of a Default in respect of such SwapCiear Clearing 
Member. 

(o) In the context of a Deed of Assignment, a reference to the 'Default Management Process 
Agreement Amendment Agreement' or to the ·swapCiear Default Management Process 
Agreement' shall be construed as a reference to Regulation 528. 
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Regulation 528 Default Management in respect of SwapC/ear Clearing Client Business 

(a) The SwapCiear DMP In respect of any contract which is a SwapCiear Contract entered 
into in respect of SwapCiear Clearing Client Business shall involve the stages set out in 
this Regulation 52B. For the purposes of this Regulation 52B, a SwapCiear Contract 
relating to SwapCiear Clearing Client Business of an SCM (each a "Relevant Contract") 
will be included in the Auction Portfolio from such time as the Clearing House determines 
that such Relevant Contract will not be ported. For the avoidance of doubt, any such 
Auction Portfolio will only contain Relevant Contracts. The Clearing House shall not be 
entitled to include client and house positions in an Auction Portfolio for the purposes of 
this Regulation 52B. 

(b) If an SwapCiear Clearing Member becomes a Defaulting SCM the Clearing House shall: 

(i) calculate the Account Balances; 

(ii) take any action under Rule 6 of the Default Rules as It shall deem necessary in 
respect of the SwapCiear Clearing Client Business of the Defaulting SCM; 

(111) ascertain whether each SwapCiear Clearing Client of the Defaulting SCM has 
appointed a Backup SwapCiear Clearing Member; and 

(iv) send details of the open Relevant Contracts and Account Balances to the 
nominated Backup SwapCiear Clearing Member for each Individual Segregated 
Account and Omnibus Net Segregated Account of the Defaulting SCM, if any. 

(c) In circumstances where (a) an IndiVidual Segregated Account Clearing Client of a 
Defaulting SCM has appointed a Backup SwapCiear Clearing Member: and (b) within 
such period as the Clearing House may determine of the service of a Default Notice on 
the relevant SCM pursuant to Rule 3 of the Default Rules or the Clearing House 
becoming aware of the occurrence of an Automatic Early Termination Event in respect of 
that SCM (as the case may be), the Clearing House has received confirmation from the 
Backup SwapCiear Clearing Member of its agreement to act as Backup SwapCiear 
Clearing Member in relation to the arrangements described in sub-paragraph (i) below 
and from the relevant client (in such form as the Clearing House may require at the 
relevant time); 

(i) the Clearing House shall (a) transfer all of the open Relevant Contracts entered 
into by the Defaulting SCM in respect of the relevant Individual Segregated 
Account Clearing Client to the appointed Backup SwapCiear Clearing Member; 
or (b) terminate and close out such contracts at their market value (as 
determined by the Clearing House In its discretion) and enter Into new contracts 
on equivalent terms to such contracts with the appointed Backup SwapCiear 
Clearing Member In respect of the relevant Individual Segregated Account 
Clearing Client; 

(ii) where the relevant Individual Segregated Account Clearing Client (in an 
exercise of its rights under the relevant Deed of Assignment) instructs a transfer 
of its Individual Segregated Account Balance to the appointed Backup 
SwapCiear Clearing Member, the Clearing House shall give effect to such 
instruction~ 

om (a) upon the Clearing House takipq the actions specified in paragraph lc){j)(.ill 
.above: (I) that portign (if aoyLQ.U.b.e_QJ_e.ar.ing HotJse Curre.n.LC.QIIateral 8al.anc.._e 
~pect of the Defaulting SCM which is attributable to the Relevant Cm.tra..qlli 
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referred1Q.Jo that paragraph (the "Relevant Portion") shall be reduced to zero: 
and (jj) the Clearing House Current Collateral Balance in respect of the Backup 
.ctaaring Member shall be increased by an amount equaL.to the yalue of the 
Relevant Pmtlon immediately prior to the reduction referred to in (j) immediat~~ 
above· and 

!.M (blupon the Cleanng House taking the actions spe_cifled in paragra~.ill(R! 
above. the Clearing House Current Collateral Balance in respect Qf the Backup 
Clearing Member shall be increased by an amount equal to the value of that 
a.ortion of the Clearing House.-..C.urrgnt Collatecal,aalance_jn....resruwt of lhtt 
Q.efaultinq SCM which was attributable to the Re~ot Contracts refe_r:red tQ in 
that paragraph lmmediately prior to the termination and close-out of such 
Relevant Contracts in accordance with that paragrap.h; and 

{~ii}-the amount due to be returned to the Defaulting SCM shall be reduced by 
an amount equivalent to the amount of the Account Balance transferred to the 
Backup SwapCiear Clearing Member, as referred to in sub-paragraph (ii) of this 
Regulation 52B (c). 

(d) In circumstances where (a) all of the Omnibus Net Segregated Clearing Clients of a 
Defaulting SCM identified as composing an Omnibus Net Segregated Account have 
appointed a single Backup SwapCiear Clearing Member; and (b) within such period as 
the Clearing House may determine of the service of a Default Notice on the relevant 
SCM pursuant to Rule 3 of the Default Rules or the Clearing House becoming aware of 
the occurrence of an Automatic Early Termination Event In respect of that SCM (as the 
case may be), the Clearing House has received confirmation from the Backup 
SwapCiear Clearing Member of its agreement to act as Backup SwapCiear Clearing 
Member in relation to the arrangements described in sub-paragraph (I) below and from 
the relevant clients (in such form as the Clearing House may require at the relevant 
time): 

(i) the Clearing House shall (a) transfer all of the open Relevant Contracts entered 
into by the Defaulting SCM in respect of the relevant Omnibus Net Segregated 
Clearing Clients to the appointed Backup SwapCiear Clearing Member; or (b) 
terminate and close out such contracts at their market value (as determined by 
the Clearing House In its discretion) and enter into new contracts on equivalent 
terms to such contracts with the appointed Backup SwapCiear Clearing 
Member in respect of the relevant Omnibus Net Segregated Clearing Clients; 

(ii) where all of the relevant Omnibus Net Segregated Clearing Client(s) (in an 
exercise of their respective rights under the relevant Deeds of Assignment) 
instruct a transfer of their Omnibus Net Segregated Account Balances to the 
appointed Backup SwapCiear Clearing Member, the Clearing House shall give 
effect to such instructions; aRe 

(ill) laLupon the Clearing...lli?J,J-.SSLtalsinq the . ..actioos specified 1n paragraph Cdll.Ul9l 
aQ.ove: (i) tbatportiop (if anv) of the Clearjng House Current Collateral Balance 
in respect of the Defaulting SCM which js attributable to the Relevagl Contracts 
referred to ip that paragraph Cthe "Releyant Portjon'') shall be reduced to zero~ 
and. Oi) the Clearing House Cyrrent Collateral Balance. in respect of tb.e..B.a.c.lrup_ 
Clearing Member shall be increased bv an amount egual to t~lue of th..e 
Relevant Portjon immediately prior to the reductiop referred to in (j) immediately 
above; and 
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(iv) !b) ypon the Clearing House taking the actions s~t.tie.d in paragraph (dHiHb) 
above the Clearing House Current Collateral Balance in respect of the Backup 
Clearing Member shall be increased by an amount eaual to the value of that 
portion of the Clearing House Current Collateral Balance in respect of the 
D..e.f.aulting SCftLWI:l@....w.a.a..atlrlbutable to the Relevant Contramueferred to iQ 
that paraaraph immediately prior to the tennjoation and close-out of such 
Relevant Contracts 1n accordance with that pararuapb: and 

(i+iHbe amount due to be returned to the Defaulting SCM in respect of such 
Omnibus Net Segregated Account shall be reduced by an amount equivalent to 
the aggregate amount of the Account Balances referred to in sub-paragraph (ii) 
above. 

(e) For the purposes of Regulations 52B(c) and (d) above, the relevant Individual 
Segregated Account Clearing Client or Omnibus Net Segregated Clearing Clients (as 
applicable) may provide consent to the Clearing House orally or in writing (including by 
facsimile and email) and shall not be entitled to withdraw such consent once received by 
the Clearing House. 

(I) In relation to those SwapCiear Clearing Clients of a Defaulting SCM whose open 
Relevant Contracts are not dealt with pursuant to sub-paragraphs (i) and (ii) of 
Regulation 52B (c) or (d) above, the following shall occur: 

(i) the Clearing House shall calculate the entitlement to collateral (the 1'SwapCiear 
Clearing Client Entitlement") of the Defaulting SCM in respect of each such 
SwapCiear Clearing Client following the deduction of (a) the costs of any 
hedging undertaken; {b) amounts required to discharge all obligations owed to 
the Clearing House relating to Relevant Contracts entered into by the Defaulting 
SCM in respect of the relevant SwapCiear Clearing Client; (c) any amounts to 
be deducted to reflect the operation of the set-off provision contained in Clause 
3.1 of the SwapCiear Clearing Agreement and confirmed in writing to the 
Clearing House by or on behalf of both the Defaulting SCM and the relevant 
SwapCiear Clearing Client; (d) in respect of Omnibus Net Segregated Clearing 
Clients, amounts required to discharge all obligations owed to the Clearing 
House relating to Relevant Contracts entered into by the Defaulting SCM in 
respect of other Omnibus Net Segregated Clearing Clients relating to the 
Omnibus Net Segregated Account in question, in each case allocated pro rata 
as it sees fi t in its sole discretion; and (e) in respect of any SwapCiear Clearing 
Client in respect of whom the Clearing House acts as security trustee under a 
Deed of Assignment, that SwapCiear Clearing Client's share (if any) of amounts 
required to discharge fees incurred by the security trustee (acting in that 
capacity} allocated between that SwapCiear Clearing Client and the other 
SwapCiear Clearing Clients in respect of whom the Clearing House acts as 
security trustee under such Deed of Assignment by the Clearing House pro rata 
as it sees fit in its sole discretion. 

(ii) where the relevant SwapCiear Clearing Client (In an exercise of its nghts under 
the relevant Deed of Assignment) Instructs the Clearing House to pay an 
amount to it equal to the SwapCiear Clearing Client Entitlement due to be 
returned in respect of it to the Defaulting SCM, the Clearing House shall give 
effect to such instructions, subject to: 

(a) the execution of appropriate documentation (which may; 
without limitation, include an indemnity (secured or otherwise}} 
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between the Clearing House and the relevant SwapCiear Clearing 
Client: and 

(b) in the case of any deduction made pursuant to (c) of Regulation 528 
(f), the provision of appropriate documentation by or on behalf of the 
Defaulting SCM. 

(Ill) Risk Neutralisation and the auction process relating to the Relevant Contracts 
shall be conducted in accordance with the provisions of the SwapCiear DMP 
Annex, save that no hedging shall be undertaken in respect of a SwapCiear 
Contract entered into in respect of SwapCiear Clearing Client Business until 
such time as the Clearing House has determined that the SwapCiear Contract 
In question will not be ported, from which time such contract shall be a Relevant 
Contract and Included in an Auction Portfolio. 

(g) Calculation of the Account Balances and the SwapCiear Clearing Client Entitlements will 
be undertaken by the Clearing House in accordance with Its own records based on 
information provided to it by the Defaulting SCM. The Clearing House shall be under no 
obligation to verify or conduct any independent enquiry in respect of any such 
information and shall be entitled for all purposes to treat it as definitive. However, the 
Clearing House may, in its absolute discretion, adjust its records to reflect any matter 
which it believes should be taken into account in calculating the Account Balances 
and/or the SwapCiear Clearing Client Entitlements 

(h) Notwithstanding the provisions of Regulation 34, the Clearing House may not make any 
material change to the terms of this Regulation 528 without the written consent of 50% 
or more of all SwapCiear Clearing Members unless such change is invoked unilaterally 
against all SCMs and is necessary to manage the Clearing House's risk or otherwise to 
meet the Clearing House's continuing regulatory obligations including those applicable to 
it as a Recognised Clearing House and a Derivatives Clearing Organization. 
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Regulation 52C Transfer 

(a) Other than in the event that a SwapClear Clearing Member is a defaulter, SwapCiear 
Contracts carried by such a SwapCiear Clearing Member in respect of SwapCiear 
Clearing Client Business shall not be transferred except as provided in this Regulation 
52 C. 

(h) A Receiving Clearing Member may, upon the instruction or at the request of an Individual 
Segregated Account Clearing Client, request the Clearing House (as set out in the 
Procedures), to transfer that Individual Segregated Account Clearing Client's entire 
portfolio (and not less than an entire portfolio) of SwapCiear Contracts registered with a 
Carrying Clearing Member and, if also requested by the Receiving Clearing Member, the 
Associated AGG9lll'lt-A~etir--+R-res~t-e~ll AGset:tAI-AsGetsCollaterai___Balan~ 
attributable to such Individual Segregated Account Clearing Client by the Carrying 
Clearing Member. It is a condition precedent to any such transfer of the Relevant 
SwapClear Contracts of the relevant Individual Segregated Account Clearing Client 
and/or the relevant Associated .t>.wGt:Htl--t'\cset-sCollateral Balance (as the case may be) 
that: 

(i) such SwapCiear Clearing Client has not become insolvent (such SwapCiear 
Clearing Client to be presumed to be solvent by the Clearing House unless 
evidenced to the contrary by the Carrying Clearing Member In the manner set 
forth in the Procedures or as otherwise reasonably determined by the Clearing 
House); 

(li) neither the Carrying Clearing Member nor the Receiving Clearing Member is a 
defaulter; 

(iii) the Receiving Clearing Member has consented to such transfer of such 
Relevant SwapCiear Contracts and such Associated AGGttt!ni--A!>oelsCollat!llili 
Balance (if any); 

(iv) where (1) no Associated AsGoLffii-Aese~Collateral Balance is to be 
transferred simultaneously with the transfer of the Relevant SwapCiear 
Contracts; or (2) as the result of an election by the Receiving Clearing Member 
to reject a portion of the relevant Associated AGGOOI'.'ft-A.ssef.s.Collateral §al~ 
pursuant to paragraph (e) of this Regulation 52C, the proposed transfer of the 
Relevant Contracts would lead to a G0Vef-requirement f~=em{QJ; the Receiving 
Clearing Member to transfer Collateral to the Clearing House, the Clearing 
House considers that it has received sufficient oovetCQJ.l~ from the 
Receiving Clearing Member in respect of the Relevant SwapCiear Contracts; 
~nd 

(v) the Carrying Clearing Member has not rejected such tra11sfer (It being presumed 
by the Clearing House that the Carrying Clearing Member has not so rejected 
the transfer unless evidenced to the contrary by the Carrying Clearing Member 
in the manner set forth in the Procedures or as otherwise reasonably 
determined by the Clearing House). 

For purposes of (v) above, the Carrying Clearing Member will be entitled to reject the transfer of 
the Relevant SwapCiear Contracts of a particular Individual Segregated Account Clearing Client 
only if (a) such Individual Segregated Account Clearing Client has failed to satisfy all outstanding 
obligations that are due and payable to the Carrying Clearing Member and its Affiliates, including 

- 139 -



Clearing House: General Regulations December 2013 

any iMfeass4+'"Ra~IR-4le-aH6l-~~t::llerequirement for additional Collateral that rnay result from 
the proposed transfer, where, with respect to obligations owed to Affiliates of the Carrying Clearing 
Member by an Individual Segregated Account Clearing Client, "obligations" shall consist only of 
those obligations that arise as a result of cross-margining, cross-netting or other similar 
arrangements with respect to the Relevant SwapCiear Contracts of that Individual Segregated 
Account Clearing Client which are being transferred or that client's, (b) the transfer of the Relevant 
SwapCiear Contracts of that Individual Segregated Account Clearing Client would result in the 
client breaching exposure limits with, and/or other risk parameters set by, the Carrying Clearing 
Member and/or its Affiliates, or (c) such rejection is in accordance with terms agreed as between 
the Carrying Clearing Member and the relevant Individual Segregated Account Clearing Client. 

(c) A Receiving Clearing Member may, upon the Instruction or at the request of each 
Omnibus Net Segregated Clearing Client for whom the same Omnibus Net Segregated 
Account is held by a Carrying Clearing Member, request the Clearing House (as set out 
in the Procedures), to transfer each of such SwapCiear Omnibus Net Segregated 
Clearing Clients' entire portfolios (and not less than an entire portfolio) of SwapCiear 
Contracts registered with the Carrying Clearing Member and, if also requested, ~ 
Associated AGOOIHlt-A&sets--iA-j espeGt-e~-aii-P.sceuni-AcsetsCollateral Balance 
attributable to such Omnibus Net Segregated Clearing Clients by the Carrying Clearing 
Member. If some but not all of the SwapCiear Contracts registered in respect of such 
Omnibus Net Segregated Account are to be transferred, any such request shall be 
treated in accordance with Regulation 52C(d) below. It is a condition precedent to any 
such transfer of the Relevant SwapCiear Contracts of the relevant Omnibus Net 
Segregated Clearing Clients and/or the relevant Associated AGGeHnt l\sseH;Collatern! 
Balance (as the case may be) that 

(I) each such Omnibus Net Segregated Clearing Client has not become insolvent 
(such Omnibus Net Segregated Clearing Clients to be presumed to be solvent 
by the Clearing House unless evidenced to the contrary by the Carrying 
Clearing Member in the manner set forth in the Procedures or as otherwise 
reasonably determined by the Clearing House); 

(ii) neither the Carrying Clearing Member nor the Receiving Clearing Member is a 
defaulter, 

(iii) the Receiving Clearing Member has consented to such transfer of such 
Relevant SwapC!ear Contracts and such Associated Aooet~n~ Asseln.QQllaier.aJ 
aaJ.gnr& (if any); 

(lv) where (1) no Associated /\GG0~11'lt As-sets--ar~CQJ.lateral Balance Js to be 
transferred simulianeously with the transfer of the Relevant SwapCiear 
Contracts or (2) as the result of an election by the Receiving Clearing Member 
to reject a portion of the relevant Associated AooeHAt f.\sset{;CollatecaLBalans;:e 
pursuant to paragraph (e) of this Regulation 52C, the proposed transfer of the 
Relevant Contracts would lead to a Govet:-requirement f.=emf.!2! the Receiving 
Clearing Member to transfer Collateral to ~he Clearing House, the Clearing 
House considers that it has received sufficient eeverCollateral from the 
Receiving Clearing Member in respect of the Relevant SwapCiear Contracts; 
and 

(v) the Carrying Clearing Member has not rejected such transfer (it being presumed 
by the Clearing House that the Carrying Clearing Member has not so rejected 
the transfer unless evidenced to the contrary by the Carrying Clearing Member 
in the manner set forth in the Procedures or as otherwise reasonably 
determined by the Clearing House), 
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For purposes of (v) above, the Carrying Clearing Member may be entitled to reject the 
transfer of Relevant SwapCiear Contracts of the Omnibus Net Segregated Clearing Clients 
only if (a) any of such Omnibus Net Segregated Clearing Clients has failed to satisfy all 
outstanding obligations that are due and payable to the Carrying Clearing Member and its 
Affiliates, including any tAGfeaSed-mar~H-..e>...-aFu~-f*tYaBlerequiremen.LJo.l additiooaj 
Collateral that may result from the proposed transfer, where, with respect to obligations 
owed to Affiliates of the Carrying Clearing Member by an Omnibus Net Segregated 
Clearing Client, ''obligations" shall consist only of those obligations that arise as a result of 
cross-margining, cross-netting or other similar arrangements with respect to the Relevant 
SwapCiear Contracts of that Omnibus Net Segregated Clearing Client which are being 
transferred or that client's related collateral, {b) the transfer of the Relevant SwapCiear 
Contracts of that Omnibus Net Segregated Clearing Client would result in that client 
breaching exposure limits with, and/or other risk parameters set by, the Carrying Clearing 
Member and/or lts Affiliates, or (c) such rejection is in accordance with terms agreed as 
between the Carrying Clearing Member and the relevant Omnibus Net Segregated Clearing 
Client. If, a transfer is not effected due to one of the conditions (i) to (v) above not being 
satisfied and the Receiving Clearing Member wishes to proceed with such transfer or any 
other transfer of SwapCiear Contracts of some or all of the Omnibus Net Segregated 
Clearing Clients, it shall be required to submit a new request to transfer in accordance with 
this paragraph (c) or paragraph (d) of this Regulation 52C (as applicable). 

(d) A Receiving Clearing Member may (A) upon the instruction or at the request of an 
Individual Segregated Account Clearing Client, request the Clearing House (as set out In 
the Procedures) to transfer a portion of that SwapCiear Clear1ng Client's portfolio of 
SwapCiear Contracts registered with a Carrying Clearing Member, or (B) upon the 
request or instruction of an Omnibus Net Segregated Clearing Client for a transfer from 
an Omnibus Net Segregated Account which is otherwise not covered by paragraph (c) 
above, request the Clearing House (as set out in the Procedures), to transfer either the 
whole or a part of such Omnibus Net Segregated Clearing Client's portfolio of 
SwapClear Contracts registered with the Carrying Clearing Member. It is a condition 
precedent to any such transfer of the Relevant SwapClear Contracts of the Individual 
Segregated Account Clearing Client or the Omnibus Net Segregated Clearing Client (as 
the case may be) that: 

(i) such Individual Segregated Account Clearing Client or Omnibus Net 
Segregated Clearing Client (as the case may be) has not become insolvent 
(such Individual Segregated Account Clearing Client or Omnibus Net 
Segregated Clearing Client (as the case may be) to be presumed to be solvent 
by the Clearing House unless evidenced to the contrary by the Carrying 
Clearing Member in the manner set forth in the Procedures or as otherwise 
reasonably determined by the Clearing House); 

(ii) neither the Carrying Clearing Member nor the Receiving Clearing Member is a 
defaulter; 

(Ill) the Receiving Clearing Member has consented to the transfer of the Relevant 
SwapCiear Contracts; 

(iv) the Receiving Clearing Member has pwvtelt:O~ransferred sufficient 
<7EWef~ to the Clearing House in respect of its current SwapCiear 
Contracts and the Relevant SwapCiear Contracts; 

(v) the Carrying Clearing Member has not rejected such transfer (it being presumed 
by the Clearing House that the Carrying Clearing Member has not so rejected 
the transfer unless evidenced to the contrary by the Carrying Clearing Member 
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in the manner set forth in the Procedures or as otherwise reasonably 
determined by the Clearing House); and 

(vi) in the event that the transfer will lead to an increased' cove-rColla.ternl 
requirement from the Carrying Clearing Member to the Clearing House, the 
Carrying Clearing Member p1-evtdes!r.ansfers sufficient ooveFQollateml to the 
Clearing House in respect of such increased oover-QQ.llate.r_a! requirement. 

For purposes of (v) above, the Carrying Clearing Member may be entitled to reject the 
transfer of the Relevant SwapCiear Contracts of a particular SwapCiear Clearing Client only 
if (a) such SwapCiear Clearing Client has failed to satisfy all outstanding obligations that 
are due and payable to the Carrying Clearing Member and lts Affiliates, including ... my 
inSfease4-fll8F§~A-GL~...aA<4-payaelein respect of any additional Collate.raLreauired.. that may 
result from the proposed transfer, where, with respect to obligations owed to Affiliates of 
the Carrying Clearing Member by a SwapCiear Clearing Client, "obligations'' shall consist 
only of those obligations that arise as a result ot cross-margining, cross-netting or other 
similar arrangements wlth respect to the SwapCiear Contracts being transferred or the 
SwapCiear Clearing Client's related collateral, (b) the transfer of the Relevant SwapCiear 
Contracts would result in the SwapCiear Clearing Client breaching exposure limits with, 
and/or other risk parameters set by, the Carrying Clearing Member and/or its Affiliates, or 
(c) such rejection is in accordance with terms agreed as between the Carrying Clearing 
Member and the relevant SwapCiear Clearing Client. 

For the avoidance of doubt. no /\GGflunl- 1\sselspart of tbe Clearing Member Current 
Collateral Balance may be transferred under this paragraph (d). 

(c) Upon request from the Clearing House, and in order to facilitate a transfer pursuant to 
paragraph (b) or paragraph (c) above, the Carrying Clearing Member shall notify the 
Clearing House of the Associated ASGEHHlt-1\·SSP.t-sCollateral Balance which dial.§ 
attributable to the Relevant SwapCiear Contracts entered into by the Carrying Clearing 
Member on behalf of the relevant SwapCiear Clearing Client and along with the 
Receiving Clearing Member shall take such actions and provide such Information in 
connection with the transfer as may be required under the Procedures. In the event that 
the Carrying Clearing Member fails to notify the Clearing House of the Associated 
Asset mt:-AseetsCollatera! Balance that aroi§, attributable to the relevant SwapCiear 
Clearing Client, the Clearing House shall'ldentify and transfer such collateral as it deems 
appropriate and as set out in the Procedures. Once the Associated AG€f>unt 
A&set"f.Collateral Balanc§ which e:tffil§ to be the subject of a transfer r~avehas been 
notified by the Clearing House to the Receiving Clearing Member, the Receiving 
Clearing Member may elect to reject the transfer of some or all of such Associated 
AtlG01;)t~~s~I£Collateral Balan.ae. Any such an election will not prevent the transfer of 
the Relevant SwapCiear Contracts of the relevant SwapCiear Clearing Cllent(s) and any 
Associated AeG01:tAt-Assei:SCQIIateral Balance which ~~ave~ been accepted by the 
Receiving Clearing Member, provided that the conditions set out in sub-paragarpl1s (i) to 
(v) of paragraph (b) or (c) (as applicable) are satisfied in relation to such transfer. The 
Clearing House shall transfer the Associated Aeee~o~Al-Assets~ that 
have~ been identified to and consented by the Receiving Clearing Member. In the 
event that, for whatever reason, the Clearing House is unable to transfer such 
Associated AGC-elmhl\~set-sCgllateral Balance, the Clearing House will not proceed with 
the transfer of the Relevant SwapCiear Contracts. 

(f) Further to the satisfaction of the conditions set out in paragraphs (b), (c) and (d) above, 
as applicable, and provided that it does not determine, in its sole discretion, that the 
transfer cannot be effected under these Regulations or the Procedures, the Clearing 
House shall transfer the Relevant SwapCiear Contract(s) into the name of the Receiving 
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Clearing Member on behalf of the relevant SwapCiear Clearing Client(s), The transfer of 
the Relevant SwapCiear Contracts shall occur by novation of all of the Carrying Clearing 
Member's rights and obligations in respect of such Relevant SwapCiear Contracts to the 
Receiving Clearing Member 

(i) In the case where a transfer of Relevant SwapCiear Contracts pursuant to 
paragraph (b) or paragraph (c) above will include the transfer of the Associated 
Aooo~:~t*A&9elsCol!ateral BalaMe: 

1. in respect of Associated AGcouflt AssotsCollateral Balance that art~!§ subject 
to security arrangements entered into between the Carrying Clearing 
Member and the Clearing House in relation to the f,!ftiVI~IOntrans~ of 
Gave~C&Uateral, such transfer shall be effected as follows: 

(A) the Carrying Clearing Member shall relinquish all rights to such 
Associated A-t:cooAI-ASBnh}Collateral Balance (including, for the 
avoidance of doubt, any beneficial interest and/or equity of 
redemption in respect thereof); 

(B) such Associated .~el-mt-1\f.setsQQll;:;Jteral Sal~ shall 
Immediately upon such relinquishment be held by the Clearing 
House on behalf of the Receiving Clearing Member; and 

(C) the Receiving Clearing Member's rights to such Associated 
AcGot.H·tt--1\s-setsCollateral Balao.ce arising as described in 
paragraph (B) above shall become, in respect of the Relevant 
SwapCiear Contracts, subject to the security arrangements 
entered into between the Receiving Clearing Member and the 
Clearing House in relation to the ~Jo&vie1e~transfer of 
seveFCollateral (such rights thereby becoming Charged 
Property within the meaning of the document creating such 
security arrangements). 

2. in respect of .any part of the Associated AGBe~RI-AssetsCollateral §alaoce 
that aH1~ not subject to security arrangements entered into between the 
Carrying Clearing Member and the Clearing House in relation to the 
~~:evfS.IeAtraosfer of AeverCollateral, such transfer shall be by novation of 
the Carrying Clearing Member's rights and obligations in respect of such 
part of the Associated A6oour~l· -AseetsCollateral Balance to the 
Receiving Clearing Member. 

3. For the avoidance of doubt, the Carrying Clearing Member shall have no 
right or entitlement to assert any claim over, or right with respect to, the 
Associated 1\BSeHH+-AssetsC..ol.lateral Balance transferred. 

4. The transfer of the Relevant SwapCiear Contracts and Associated Mset.~nt 
N..,selsCo!later.aLSalance shall be deemed to occur simultaneously, and 
the transfer of the Relevant SwapCiear Contracts shall be conditioned 
on the transfer of the Associated 1\GeetrlHI-A-ssffisCollateral Balance, and 
vice versa. 

5. If the transfer of the Relevant SwapCiear Contracts and Associated l\(;€et,Hll 

AaseU;Collateral Balance is not completed for any reason, then any 
actual transfer of any part of the Associated AGGeLIJlt AsselsCollateral 
Balance or Relevant SwapCiear Contracts that has occurred, as the 
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case may be, shall be deemed not to have occurred, and any actual 
transfer of any part of the Associated A~lunt-AsselsCollate(91 Balance 
or Relevant SwapCiear Contracts that has occurred shall be 
immediately unwound. 

6. {Al that QQpion Of aov) of the Clearing House Current Collateral Balance in 
respect of the Carrving Clearlng Member which is attrib~Jtable to tbe 
Be!eyant SWapCiear Contracts {!he "Relevant Portion") shall be 
reduced to zero• and (B) the Clearing House Current Collatara.LaaJ.aru;;e 
in respect of tbe_B.e.Qelving Cleadrul~.mlleLS.tlaJ.l be increase<i...bDm 
amount..e.gll.aUQJbe value of the Relevant Portion Immediately pf!Q[JQ 
the reduction referred to in (A) Immediately above 

Rights tJnder a SwapCiear Contract entered into by a SwapCiear Clearing 
Member in respect of SwapCiear Clearing Client Business shall not be capable 
of assignment by a SwapCiear Clearing Member. Any such purported 
assignment by a SwapCiear Clearing Member, or any purported transfer that is 
not In compliance with this Regulation 52C, shall be void. 

g If a SwapCiear Clearing Member is a defaulter, the Clearing House shall take such 
actions, subject to and in accordance with the Default Rules and Regulation 52{8) In 
relation to SwapCiear Contracts carried by such SwapCiear Clearing Member on behalf 
of SwapCiear Clearing Clients, provided always that the Clearing House shall take such 
actions as are required to meet the Clearing House's continuing regulatory obligations 
including those applicable to it as a Recognised Clearing House and a Derivatives 
Clearing Organization. 

h Subject to paragraph 0) below, but otherwise notwithstanding anything to the contrary in 
these Regulations, in making any transfer of ReleVant SwapCiear Contracts and (if 
applicable) Associated AsOOt-lffi.-.,ll~etsCollateral Balance pursuant to this Regulation 
52C, the Clearing House shall be authorised and entitled to rely conclusively on the 
instructions of and information provided by the relevant SwapCiear Clearing Member(s), 
which shall be solely responsible for all such instructions and information, including (i) 
ensuring that the transfer Is properly authorised or rejected (as the case may be), (ii) that 
the appropriate client account and Associated 1\Gsoont-AssetsCollateral Balance have 
been identified, and (iii) In the case of a partfal transfer of SwapCiear Contracts pursuant 
to Regulation 52C{d), the appropriate Relevant SwapCiear Contracts have been 
identified by the Receiving Clearing Member, and the Clearing House shall have no 
responsibility or liability therefor. 

The Clearing House shall verify that the Relevant SwapCiear Contracts identified to It by 
a SwapCiear Clearing Member as being the subject of such a transfer correspond to 
SwapCiear Contracts which, according to its records, are registered in the name of the 
Carrying SwapCiear Clearing Member on behalf of the relevant SwapCiear Clearing 
Client. In the event that the Clearing House identifies a discrepancy, it will notify the 
relevant SwapCiear Clearing Member(s) and no transfer will occur pursuant to this 
Regulation 52C until such time as the Relevant SwapCiear Contracts identified to the 
Clearing House by the relevant SwapCiear Clearing Member(s) can be verified by the 
Clearing House. 

The Carrying Clearing Member agrees to indemnify the Clearing House in respect of all 
liabilities, costs, loss, fees, damages or expenses suffered or incurred by the Clearing 
House {howsoever arising or occurring) by reason of a proposed transfer being rejected 
by the Carrying Clearing Member other than in compliance with the grounds set out in 
the final paragraph of Regulation 52C{b), {c) or {d) (as the case may be). 
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Regulation 58 Daily Margining of RepoCfear Contracts and RepoCiear GC Contracts 

(a) This Regulation 58 shall be without prejudice to the Clearing House's rights to require 
rtGver,.CollateraJ to be provid<:~dtransferred to it under Regulation 12. 

(b) The Net Present Value of each RepoCiear Contract and each RepoCiear GC Contract 
shall be calculated by the Clearing House in such manner and at such times as may be 
provided in the Procedures. Except as prescribed in the Procedures, the Net Present 
Value calculated by the Clearing House may in no circumstances be challenged. 

(c) Subject to paragraph (d), the Clearing House shall require pay+"Aentthe transfru, In 
accordance with the Procedures, at least daily, of cash saver - for -va+~a\1011 
I"MfgiFIColl~ from a RepoCiear Clearing Member, or will be required to ,~aytransfer 
cash G0Ver- rorCollateral in respect of its variation margin obligations to such RepoCiear 
Clearing Member, representing the change in the Net Present Value of all RepoCiear 
Contracts and RepoCiear GC Contracts registered in the RepoCiear Clearing Member's 
name for a particular currency from the preceding RepoCiear Opening Day (as defined 
in the Procedures), in an amount calculated in accordance with the Procedures. 
PayrnootAoy transfec of cash GEWefCollateral shall be made in accordance with and by 
the time or times stated in the Procedures. 

(d) Interest shall be paid by the Clearing House on cash 6BVeF-paidCollateral (.Qfuer..Jban 
Clearing Member Returned Collateral) transferred to the Clearing House by such 
RepoCiear Member and shall be calculated on the basis set out in the Procedures. A 
RepoCiear Clearing Member shall pay interest to the Clearing House on cash eeveF 
f*ii<:ICQllateral (other thar Clearing House Returned Collale.calL.tr.a.o.s.f.ewm by the 
Clearing House to the RepoCiear Clearing Member in respect of variation maroin as 
calculated by the Clearing HoLJse on the basis set out in the Procedures. 
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Regulation 59 Delivery (or Other) Failures 

(a} Without prejudice to the Default Rules, if a RepoCiear Clearing Member as seller fails to 
deliver securities to the Clearing House under a RepoCiear Contract or RepoCiear GC 
Contract by the due time therefore, the Clearing House shall issue directions, in 
accordance with the Procedures, to the seller and to a RepoCiear Clearing Member as 
buyer under a corresponding RepoCiear Contract or RepoCiear GC Contract regarding 
the performance of such contracts and such directions shall be binding on such 
members. 

(b) The Clearing House shall be entitled to cr~ ll-ft:)r-Heva~for.demand Collateral in respect of a 
Member's margin..Q.bllgatlons in such amounts and in such form as it may require in 
accordance with the Procedures from the selling RepoCiear Clearing Member who has 
failed to deliver ·securities under a RepoCiear Contract or RepoCiear GC Contract by the 
due time therefore and from the buying RepoCiear Clearing Member under the 
corresponding RepoCiear Contract or RepoCiear GC Contract. 

(c) Without prejudice to the Default Rules, if a selling RepoCiear Clearing Member acts in 
such a manner (which could, without limit, include persistent failure to deliver securities 
to the Clearing House under RepoCiear Contracts or RepoCiear GC Contract (other than 
in circumstances where Regulations 26 and/or 27 apply)) , and the Clearing House in its 
reasonable opinion determines that the reputation of the RepoCiear Service is being, or 
has been, undermined, the Clearing House shall be entitled to terminate, on wrrtten 
notice, either summarily or at the expiry of the period specified in the notice, the 
RepoCiear Member's ability to have RepoCiear Contracts and/or RepoCiear GC 
Contracts registered in his name and to require him to liquidate or transfer under 
Regulation 11 open contracts, being RepoCiear Contracts and/or RepoCiear GC 
Contracts registered in his name. 
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Regulation 60 Withdrawal of RepoCiear Service by the Clearing House 

(a) If at any time the Clearing House decides to withdraw the RepoCiear service, it shaH give 
not less than six months' notice to all RepoCiear Participants of the date on which the 
service will be withdrawn ("the RepoCiear Withdrawal Date"). The accidental omission 
by the Clearing House to give notice under this Regulation to, or the non-receipt of 
notice under this Regulation by, one or more RepoCiear Participants shall not invalidate 
the RepoCiear Withdrawal Date. 

(b) Without prejudice to tts rights under the Default Rules, any notice given under paragraph 
(a) shall specify the nature of the service which the Clearing House will provide until the 
RepoCiear Withdrawal Date. 

(c) lf, at the RepoCiear Withdrawal Date, a RepoCiear Clearing Member has open 
Contracts, being RepoCiear Contracts and/or RepoCiear GC Contracts, registered In its 
name, the Clearing House shall , at its sole discretion, be entitled to liquidate any such 
RepoCiear Contracts and/or RepoCiear GC Contracts and effect cash settlement In 
respect of them with the RepoCiear Clearing Member. 

(d) The Clearing House shall have the right to postpone the RepoCiear Withdrawal Date 
until such time as the Clearing House determines. 
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The provisions set out in the General Regulations and the Procedures In relation to margin and 
oovef-f€H:Collateral in respect of margin oblig.at.i.Qns shall be applicable to this RepoCiear Contract. 
Any oove-r-fmCollateral transferred in respect of variation margin I*Jl'!IIJtyobliga.1i.o.ns. will be in the 
form of cash only. 

2.3. Income Payments 

If this RepoCiear Contract has arisen form a RepoCiear Repo lransaction In accordance wlth the 
provisions of Regulation 55 or from a Repo Trade In accordance with the provisions of Regulation 
56 or Regulation 56A, where the Term of this RepoCiear Contract extends over any Income 
Payment Date in respect of any Purchased Securities subject to this RepoCiear Contract, Buyer 
shall make payment of such amounts in respect of such fncome Payment Date in accordance with 
the RepoCiear Procedures. 

2.4. Payment and Transfer 

(a) Each of the following insofar as it is applicable to this RepoCiear Contract shall be 
paid or transferred, as the case may be, in accordance with the provisions set out 
in the RepoCiear Procedures: the Purchase Price, the Repurchase Price, the 
Purchased Securities, the Equivalent Securities. 

(b) In accordance with the RepoCiear Procedures, either party may appoint another 
person to make any payments and/or to make any transfers of securities on its 
behalf. Notwithstanding any such appointment, each of the parties agree that it 
shall remain liable under this RepoCiear Contract as principal. 

(c) The parties shall execute and deliver all necessary documents and take all 
necessary steps to procure that all right, title and interest in any Purchased 
Securities, and if this RepoCiear Contract has arisen from a RepoCiear Repo 
Transaction in accordance with the provisions of Regulation 55 or from a Repo 
Trade in accordance with the provisions of Regulation 56 or Regulation 56A, in any 
Equivalent Securities, shall pass to the party to which transfer is being made upon 
transfer of the same in accordance with these Standard Terms, free from all liens, 
claims, charges and encumbrances. 

2.5. Withholding Tax Provisions 

(a) All money payable by the RepoCiear Clearing Member to the Clearing House in 
respect of this RepoCiear Contract shall be paid free and clear of any deduction. 
Where however, <:~ RepoCiear Clearing Member is required by any applicable law 
or any taxation authority properly acting within the scope of its authority or power, 
to withhold or deduct any tax or duty from any payment due in respect of this 
RepoCiear Contract, the RepoCiear Clearing Member shall be entitled to withhold 
or deduct such tax or duty, and shall pay to the Clearing House such additional 
amounts as will result in the net amounts receivable by the Clearing House (after 
taking account of such withholding or deduction) being equal to such amounts as 
would have been received by the Clearing House had no such taxes or duties 
been required to be withheld or deducted. 

(b) All money payable by the Clearing House to the RepoCiear Clearing Member in 
respect of this RepoCiear Contract shall be paid free and clear of any deduction. 
Where however, the Clearing House is required by any applicable law or any 
taxation authority properly acting within the scope of its authority or power, to 
withhold or deduct any tax or duty from any payment due in respect of this 
RepoCiear Contract, the Clearing House shall be entitled to withhold or deduct 
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Terminology 

2.6 Notwithstanding the use of expressions such as "margln", ''Equivalent Securities'', 

Interest 

"Opening Cash Amount", "Purchased Securities", "Daily Casl1 Amount", "Daily Return 
Amount", "Daily Purchased Securities" and "Daily Equivalent Securities" which are used 
to reflect terminology used in the market for transactions of the kinds provided for in 
these RepoCiear SGC Contract Terms, all right, title and interest in and to Daily 
Purchased Securities, Daily Cash Amount and Daily Return Amount transferred or paid 
under these RepoCiear SGC Contract Terms and, all right, title and interest in Daily 
Equivalent Securities, shall pass to the transferee on transfer or payment. and the 
obligation of the party receiving Daily Purchased Securities on any SGC Day shall be an 
obligation to transfer Dally Equivalent SecuritJes on the next following day, at such time 
as is set out in the RepoCiear Procedures. 

2.7 Seller shall pay the Interest to Buyer on the End Date in accordance with these RepoCiear 
SGC Contract Terms and the RepoCiear Procedures. 

2.8 Subject to the Default Rules, Interest payable under this RepoCiear SGC Contract and 
Interest payable by either party to the other under any other RepoCiear SGC Contract 
with the same End Date shall be combined in a single calculation of a net cash amount 
payable by one party to the other and the obligation to pay that sum shall be the only 
obligation of either party in respect of those amounts. 

Payment and Transfer 

2.9 Each of the following insofar as it is applicable to this RepoCiear SGC Contract, shall be 
paid or transferred in accordance with the provisions set out in the RepoCiear 
Procedures: Daily Purchased Securities; Daily Equivalent Securities; Daily Cash 
Amount; Daily Return Amount; Interest. 

2.10 In accordance with the RepoCiear Procedures, either party may appoint another person to 
make any payments and to make any transfers of securities on Its behalf. 
Notwithstanding any such appointment, each of the parties agrees that it shall remain 
liable under this RepoCiear SGC Contract as principal. 

2 11 The parties shall execute and deliver all necessary documents and take all necessary 
-steps to procure that all right, title and interest in any Purchased Securities, and in any 
Equivalent Securities, shall pass to the party to which transfer is being made upon 
transfer of the same in accordance with these Standard Terms, free from all liens, 
claims, charges and encumbrances. 

3. General 

Margin Maintenance 

3.1 The provisions set out in the General Regulations and the Procedures in relation to 
margin and oovet-: fG~Collateral 10 respect of margin obtigatlops shall be applicable to this 
RepoCiear SGC Contract. Any ~~·N<*- fefCo!lateral transferred in respecLQf variation 
margin liaeilityobligations will be in the form of cash only. 

Withholding Tax Provisions 
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2.1 0 The parties shall execute and deliver all necessary documents and take all necessary 
steps to procure that all right, title and Interest in any Purchased Securities and in any 
Equivalent Securities shall pass to the party to which transfer is being made upon 
transfer of the same in accordance with these Standard Terms, free from all liens. 
claims, charges and encumbrances. 

3. General 

Margin Maintenance 

3.1 The provisions set out in the General Regulations and the Procedures ln relation to 
margin and st.wer f()rCollateral in respecl.Qf margin_obliqations. shall be applicable to this 
RepoCiear €GC Contract. Any Govet·-forCollateral transferred in respect of variation 
margin Hal'7~i\VQJiligatjQ.O.S. will be in the form of cash only and will be denominated in 
Euro. 

Withholding Tax Provisions 

3.2 All money payable by a RepoCiear Clearing Member to the Clearing House in respect of 
this RepoCiear €GC Contract shall be paid free and clear of, and without withholding or 
deduction for, any taxes or duties of whatsoever nature imposed, levied, collected, 
withheld or assessed by any authority having the power to tax, unless the withholding or 
deduction of such taxes or duties is required by law. In that event. the RepoCiear 
Clearing Member shall pay such additional amounts as will result in the net amounts 
receivable by the Clearing House (after taking account of such withholding or deduction) 
being equal to such amounts as would have been received by it had no such taxes or 
duties been required to be withheld or deducted. 

3.3 All money payable by the Clearing House to a RepoCiear Clearing Member in respect of 
this RepoCiear €GC Contract shall be paid free and clear of, and without withholding or 
deduction for, any taxes or duties of whatsoever nature imposed, levied, collected, 
Withheld or assessed by any authority having the power to tax, unless the withholding or 
deduction of such taxes or duties is required by law, In that event, the Clearing House 
shall pay such additional amounts as will result in the net amounts receivable by the 
RepoCiear Clearing Member (after taking account of such withholding or deduction) 
being equal to such amounts as would have been received by it had no such taxes or 
duties been required to be withheld or deducted; PROVIDED, however, that the Clearing 
House shall only be under an obligation to pay such additional amounts to the extent 
that the Clearing House determines, in its sole and absolute discretion, that it is entitled 
to recover the amount payable by it from a RepoCiear Clearing Member in respect of 
any related RepoCiear €GC Contract. 

Regulations 

3.4 Thls RepoCiear €GC Contract shall be subject to the Regulations, Which shall form a part 
of its terms. 

Governing Law 

3.5 This RepoCiear €GC Contract shall be governed by, and construed in accordance with 
English law and the parties hereby submit to the exclusive jurisdiction of the English 
courts. 

Third Party Rights 
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Regulation 64 Delivery (or Other) Failures 

(a) Without prejudice to the Default Rules and the Procedures, If an EquityCiear Clearing 
Member as seller fails to deliver financial instruments to the Clearing House under an 
EquityCiear Contract by the due time therefor, the Clearing House may issue directions, 
in accordance with the Procedures, to the seller and to an EquityCiear Clearing Member 
as buyer under a corresponding EquityCiear Contract regarding the performance of such 
contracts and such directions shall be binding on such members. 

(b) The Clearing House shall be entitled to c-..all fer oovar foFdemand Collateral in respect of a 
Member's margin obligations in such amounts and In such form as it may require In 
accordance with the Procedures from the selling EquityCiear Clearing Member who has 
failed to deliver securities under an EquityCiear Contract by the due time therefor and 
from the buying EquityClear Clearing Member under the corresponding EqultyCiear 
Contract. 

(c) Without prejudice to the Default Rules, If a selling EquityCiear Clearing Member acts in 
such a manner (which could, without limit, include persistent failure to deliver securities 
to the Clearing House under EquityCiear Contracts (other than in clrcumstances where 
Regulations 26 and/or 27 apply)}, and the Clearing House in its reasonable opinion 
determines that the reputation of the EqultyCiear Service is being, or has been, 
undermined, the Clearing House shall be entitled to terminate, on written notice, either 
summarily or at the expiry of the period specified in the notice, the EquityCiear Clearing 
Member's ability to have EquityCiear Contracts registered in his name and to require him 
to liquidate or transfer under Regulation 11 open contracts, being EquityCiear Contracts 
registered In his name. 
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Regulation 78 Delivery (or Other) Failures 

(a) Without prejudice to the Default Rules and the Procedures, if a Clearing Member as 
seller fails to deliver securities or other instruments to the Cleaiing House under a 
Turquoise Derivatives Cleared Exchange Contract by the due time therefor, the Clearing 
House may issue directions, in accordance with the Procedures, to that CleClring 
Member and to a Clearing Member as buyer under a corresponding Turquoise 
Derivatives Cleared Exchange Contract regarding the performance of such Contracts 
and take such steps, as it may determine, in accordance with the Procedures and any 
such steps or directions shall be binding on the Clearing Members. 

(b) The Clearing House shall be entitled to Gall-for-seve1 .ferd,emand Collateral in respect QLa 
M.emb.e.Cs margin ob!igat!QQ.S in such amounts and in such form as it. may require in 
accordance with the Procedures from a Clearing Member where it has failed to deliver 
securities or other Instruments or pay the Price under .a Turquoise Derivatives Cleared 
Exchange Contract by the due time therefor. 

(c) A Clearing Member who has failed to deliver securities or other instruments to the 
Clearing House under a Turquoise Derivatives Cleared Exchange Contract or to pay the 
Price shall indemnify the Clearing House in respect of all losses, costs, taxes and 
expenses suffered or incurred by the Clearing House in taking any steps under 
paragraph (a) of this Regulation 78. 

{d) Without prejudice to the Default Rules, If a Clearing Member acts in such a manner 
(which could, without limitation, include persistent failure to deliver securities or other 
instruments to the Clearing House under Turquoise Derivatives Cleared Exchange 
Contracts in respect of Which it is the seller (other than in circumstances where 
Regulations 26 and/or 27 apply)) and the Clearing House in its reasonable opinion and 
after consultation with TGHL determines that the reputation of the Clearing House 
Turquoise Derivatives Services is being, or has been, undermined, the Clearing House 
shall be entitled to terminClte, on written notice, either summarily or at the expiry of the 
period specified in the notice, the Clearing Member's ability to have Turquoise 
Derivatives Cleared Exchange Contracts registered in its name and to require it to 
liquidate or transfer under Regulation 11 open Turquoise Derivatives Cleared Exchange 
Contracts registered in its name. 
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Regulation 81 Cancellation, variation etc of Turquoise Derivatives Cleared Exchange 
Contracts 

(a) The Clearing House shall, In accordance with procedures agreed with TGHL, cancel, or 
vary the terms of, a Turquoise Derivatives Cleared Exchange Contract and the 
corresponding Turquoise Derivatives Cleared Exchange Contract pursuant to a 
determination to this effect made by TGHL under the Exchange Rules that such 
Contracts have been entered into in error or certain terms have been agreed in error or 
in such other circumstances as may be set out in the Exchange Rules. 

{b) If following receipt of a statement from TGHL recording the details of Turquoise 
Derivatives Cleared Exchange Contracts which have been registered on a business day 
in the name of a Clearing Member under the Regulations, the Clearing Member 
considers that there has been an •error or omission in such statement, it shall submit a 
Protest to TGHL in accordance with, and by the time required, by the Exchange Rules. 
On receipt of such Protest, TGHL will consult with the Clearing House with a view to 
determining whether the Protest is valid and, if valid, What step or steps (if any) should 
be taken In respect of such Clearing Member or any other affected Clearing Member, 
which may include registering, re-registering , cancelling or varying a Turquoise 
Derivatives Cleared Exchange Contract. The Clearing House shall take such steps as 
TGHL and the Clearing House determine to be appropriate and any other step or steps 
as may be required by the Procedures, which may include requiring ooY~rCollatei.al to be 
fHrt4tS I~eltransterred to the Clearing House as required by the Clearing House. If the 
Clearing House does not take any steps under this paragraph (b) in respect of a 
Turquoise Derivatives Cleared Exchange Contract, the Clearing Member shall remain 
bound by the terms of each such Turquoise Derivatives Cleared Exchange Contract 
registered in his name with the Clearing House. This paragraph shall not apply in the 
circumstances contemplated by paragraph {a) of this Regulation. 

(c) Turquoise Derivatives Cleared Exchange Contracts may be registered in the Turquoise 
Derivatives Account in connection with any step taken by the Clearing House under 
paragraph (b) of this Regulation 81 or in such other circumstances as may be agreed 
between TGHL and the Clearing House from time to time. 

(d) A Clearing Member whose Turquoise Derivatives Cleared Exchange Contracts have 
been varied under this Regulation 81 shall be bound by the terms of such Contracts as 
varied and any relevant provisions of the Procedures. 

(e) Upon a Turquoise Derivatives Cleared Exchange Contract being cancelled under this 
Regulation 80, the particulars of the transaction in question shall be deemed never to 
have been submitted to the Clearing House for registration. Any payment {other than 
fees) made to the Clearing House under, or in respect of, a Turquoise Derivatives 
Cleared Exchange Contract which has been cancelled under this Regulation 81 shall be 
repayable to the person who made the payment, subject to LCH's rights under 
Regulation 12 and the Default Rules. 

(f) Without prejudice to Regulation 39 and its rights and obligations set out in this 
Regulation 81, the Clearing House shall have no liability whatsoever to any person In 
respect of any step taken under paragraph (a) or (b) of this Regulation 80 . 
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HKMEX REGULATIONS 

Regulation 88 Introduction and Application 

General 

(a) The Clearing House shall provide the HKMEx Service subject to and in accordance with 
(he terms of these HKMEx Regulations and the Procedures. 

(b) Clearing Members which are HKMEx Service Clearing Members, and applicants to 
become HKMEx Service Clearing Members, shall be bound by these HKMEx 
Regulations. Other than as specified in the Regulations, the remainder of the 
Regulations shall not apply to the HKMEx Service. 

(c) Regulations 1 and 2 of the Regulations apply to the HKMEX Service. 

HKMEx Service Clearing Membership 

(d) A Clearing Member may apply to become a HKMEx Service Clearing Member In 
accordance with the Procedures. 

(e) Regulations 4(a} to 4(c) (inclusive} apply to HKMEx Service Clearing Membership and 
applications therefor asjt applies to clearing membership. 

(f) In the event of any inconsistency between HKMEx's Rules and the HKMEx Regulations. 
the HKMEx Regulations shall prevail. 

Accounts 

(g) Regulation 5 applies to the opening and operation of accounts with respect to a HKMEx 
Service Clearing Member. Such accounts shall be designated in accordance with 
Regulation 8. 

Formatioq, registration and transfers of HKMEx Contracts 

(h) HKMEx's Rules govern the formation of a HKMEx Transaction. 

(i} Regulations 89 and 90 govern the registration and formation of a HKMEx Contract. 

(j) A HKMEx Service Clearing Member may clear HKMEx Transactions for a HKMEx Non
Clearing Member in accordance with the Procedures and HKMEx's Rules. 

(K) Regulation 11 (and, insofar as relevant, Regulation 3(b)} apply to a HKMEx Contract 
which is an open contract. 

Margin and ~<<JVt~F-/?~1 ''Mf!JinCo/lateral 

(I) Regulation 12 applies to a HKMEx Service Clearing Member . 
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Daily settlement 

(m) Regulations 13, 14, 91 and 16 apply to the daily settlement to market of open HI<MEx 
Contracts. 

Options 

(n) Regulations 17 and 18 apply to HKMEx Contracts which are options. 

Physical settlement 

(o) Regulations 19 to 22 (inclusive) and 25 apply to HKMEx Contracts. 

Arbitration 

(p) Regulations 23 and 24 apply to Ht<MEx Contracts. 

Market disorders; force majeure; invoicing back; currency c(}nversion; disclosure; fees and 

other charges; records; Procedures; alteration of Regulations and Procedures; 

interpretation; waiver; validity; go''erning law and jurisdiction; exclusion of liability; netting 

(q) Regulations 25 to 398 (inclusive) apply to HKMEx Service Clearing Members and 
HKMEx Contracts. 

Default Rules and Oe{;wlt Fund Rules 

(r) The Default Rules and the Default Fund Rules apply to HKMEx Service Clearing 
Members and HKMEx Contracts. 

Clearing House Settlement Finality Regulations 

(s) The Clearing House Settlement Finality Regulations apply in relation to HKMEx Service 
Clearing Members and HKMEx Contracts. 
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Regulation 89 Presentation, allocation of HKMEx Transactions and registration of 
HKMEx Contracts 

(a) In order to utilise the HKMEx Service a HKMEx Service Clearing Member must cause 
particulars of a HKMEx Transaction to which it is party to be submitted for registration as 
a HKMEx Contract, through such means as shall be prescribed by the Procedures. 

(b) A HKMEx Transaction submitted for registration must meet the eligibility criteria 
prescribed in the Procedures at the time the particulars of such HKMEx Transaction are 
presented to the Clearing House and must continue to meet such criteria at the time 
prescribed in the Procedures ("Registration Time") in order to be registered as HKMEx 
Contracts. A HKMEx Service Clearing Member may not revoke, cancel or transfer a 
HKMEx Transaction unless permitted by HKMEx's Rules, the Regulations or the 
Procedures or with the consent of the Clearing House. 

(c) A HKMEx Service Clearing Member shall not allow the submission tor registration of a 
transaction which is not a HKMEx Transaction. 

(d) The Clearing House may require HKMEx Transactions presented for registration in the 
name of a HKMEx Service Clearing Member to be confirmed by or on behalf of such 
Member, in which case it shall specify the manner, form and time of such confirmation in 
the Procedures. 

(e) A HKMEx Transaction may, subject to the Procedures or HKMEx's Rules (as may be the 
case), be allocated (or reallocated) by or on behalf of a HKMEx Serv1ce Clearing 
Member to another HKMEx Service Clearing Member in such manner and form and by 
such time as may be prescribed by the Procedures. 

(f) Where a HKMEx Transaction is allocated (or reallocated) to a HKMEx SeNice Clearing 
Member, then unless the Clearing House receives confirrnatton of the acceptance of the 
allocation of such contract from the HKMEx Service Clearing Member to whom such 
contract is being allocated (or reallocated) within the relevant time prescribed by the 
Procedures, the Clearing House shall register such HKMEx Transaction in the name of 
the HKMEx Service Clearing Member who sought to allocate the HKMEx Transaction. 

(g) Notwithstanding paragraph (f) of this Regulation, a HKMEx Service Clearing Member 
may from time to time agree in writing with the Clearing House that he shall accept for 
registration in his name any HKMEx Transaction allocated to him. 

(h) The Clearing House rnay decline to register a HKMEx Transaction in the name of a 
HKMEx Service Clearing Member where it considers such action advisable for its own 
protection or the protection of the relevant market. The Clearing House may, without 
assigning any reason, make the registration of any HKMEx Transaction subject to any 
conditions stipulated by the Clearing House including, without limitation, the 
f8ffifB»iA&~transfer of eGVSf-fEIF-marttiHCo!latergl by both HKMEx Service Clearing 
Members in whose name any such HKMEx Transaction Is to be registered. 

(I) Without prejudice to the Clearing House's rights Under paragraph (k) of this Regulation , 
a HKMEx Service Clearing Member shall be bound by a HKMEx Contract registered in 
Its name pursuant to the presentation of particulars of a HKMEx Transaction. 

(j) The Clearing House shall be deemed to register a HKMEx Contract in relation to a 
HKMEx Transaction in the name of a HKMEx Service Clearing Member at the 
Registration Time for that type of HKMEx Contract In accordance with Regulation 90. 
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NODAL REGULATIONS 

Regulation 92 Introduction and Application 

General 

(a) The Clearing House shall provide the Nodal Service subject to and in accordance with 
the terms of these Nodal Regulations and the Procedures. 

(b) Clearing Members which are Nodal Service Clearing Members, and applicants to 
become Nodal Service Clearing Members. shall be bound by these Nodal Regulations. 
Other than as specified in the Regulations, the remainder of the Regulations shall not 
apply to the Nodal Service. 

(c) Regulations 1 and 2 of the Regulations apply to the Nodal Service. 

Nodal Service Clearing Membership 

(d) A Clearing Member may apply to become a Nodal Service Clearing Member in 
accordance with the Procedures. 

(e) Regulations 4(a) to 4(c) {Inclusive) apply to Nodal Service Clearing Membership and 
applications therefor as it applies to clearing membership. 

Nodal's Rules 

(f) In the event of any Inconsistency between Nodal's Rules and the Nodal Regulations, the 
Nodal Regulations shall prevail. 

Accounts 

(g) Regulation 5 applies to the opening and operation of accounts With respect to a Nodal 
Service Clearing Member. Such accounts shall be designated in accordance with 
Regulation 8. 

Formation, Registration and Transfers of Nodal Contracts 

(h) Nodal's Rules govern the formation of a Nodal Transaction. 

(i) Regulations 93 and 94 govern the registration and formation of a Nodal Contract. 

0) A Nodal Service Clearing Member may clear Nodal Transactions for a Nodal Non
Clearing Participant in accordance with the Procedures and Nodal's Rules. 

(k) Regulation 11 (and, insofar as relevant, Regulation 3(b)) apply to a Nodal Contract which 
is an open contract. 

Margin and ~ver-fot IV/,.,~TnCoUatera[ 

(I) Regulation 12 applies to a Nodal Service Clearing Member. 

Daily Settlement 

(m) Regulations 13, 14, 95 and 16 apply to the daily settlement to market of open Nodal 
Contracts. 

- 343 -



Clearing House: General Regulations December 2013 

Options 

(n) Regulations 17 and 18 apply to Nodal Contracts which are options. 

Physical Settlement 

(o) Regulations 19 to 22 (inclusive) and 25 apply to Nodal Contracts. 

Arbitration 

(p) Regulations 23 and 24 apply to Nodal Contracts. 

Market disordersj· force majeure; invoicing back; currency conversion; disclosure; fees and 
other charges; records; Procedures; alteration of Regulations and Procedures; 
interpretation; waiver; validity; governing law and jurisdiction; exclusion of liability; netting 

(q) Regulations 25 to 398 (inclusive) apply to Nodal Service Clearing Members and Nodal 
Contracts. 

Default Rules and Default Fund Rules 

(r) The Default Rules and the Default Fund Rules apply to Nodal Ser\lice Clearing Members 
and Nodal Contracts. 

Clearing House Settlement Finality Regulations 

(s) The Clearing House Settlement Finality Regulations apply in relation to Nodal Service 
Clearing Members and Nodal Contracts . 
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Regulation 93 Presentation, Allocation of Nodal Transactions and Registration of Nodal 
Contracts 

(a) In order to utilise the Nodal Service a Nodal Service Clearing Member must cause 
particulars of a Nodal Transaction to which it is party to be submitted for registration as a 
Nodal Contract, through such means as shall be prescribed by the Procedures. 

(b) A Nodal Transaction submitted for registration must meet the eligibility criteria prescribed 
in the Procedures at the time the particulars of such Nodal Transaction are presented to 
the Clearing House and must continue to meet such criteria at the time prescribed in the 
Procedures ("Registration Time") in order to be registered as Nodal Contracts. A Nodal 
Service Clearing Member may not revoke, cancel or transfer a Nodal Transaction unless 
permitted by Nodal's Rules, the Regulations or the Procedures or with the consent of the 
Clearing House and Nodal. 

(c) A Nodal Service Clearing Member shall not allow the submission for registration of a 
transaction which is not a Nodal Transaction. 

(d) The Clearing House may require Nodal Transactions presented for registration in the 
name of a Nodal Service Clearing Member to be confirmed by or on behalf of such 
Member, in which case it shall specify the manner, form and time of such confirmation in 
the Procedures. 

(e) The Clearing House may decline to register a Nodal Transaction in the name of a Nodal 
Service Clearing Member where it considers such action advisable for its own protection 
or the protection of the relevant market. The Clearing House may, without assigning any 
reason , make the registration of any Nodal Transaction subject to any conditions 
stipulated by the Clearing House including, without limitation, the fMFI~P.RiF~S1r.a11SW of 
savar-feHMF§ifiCollateral by both Nodal Service Clearing Members In whose name any 
such Nodal Transaction is to be registered. 

(f) Without prejudice to the Clearing House's rights under paragraph (h) of this Regulation, 
a Nodal Service Clearing Member shall be bound by a Nodal Contract registered in Its 
name pursuant to the presentation of particulars of a Nodal Transaction. 

(g) The Clearing House shall be deemed to register a Nodal Contract in relation to a Nodal 
Transaction in the name of a Nodal Service Clearing Member at the Registration Time 
for that type of Nodal Contract in accordance with Regulation 94. 

(h) For the avoidance of doubt, any transaction of which details have been submftted for 
registration as Nodal Contracts which is not so registered shall remain in effect or be 
terminated, as the case may be, according to any terms agreed between the parties 
thereto (directly or by virtue of their common participation in the Nodal Trading Facility 
through or on which the transaction was executed or by which it was registered), but 
subject in all cases to Nodal's Rules, and the Clearing House (and each other member 
of the LCH.Ciearnet Group and their respective officers, employees and agents) shall 
have no obligations or liability ln relation thereto. 

(i) If at any time after registration of a Nodal Contract the Clearing House determines that 
the corresponding transaction of which details were submitted for registration was not a 
Nodal Transaction or did not, at the Registration Time, meet the eligibility criteria for 
registration as a Nodal Contract, the Clearing House shall, as soon as practicable 
thereafter, set aside each such Nodal Contract. Upon the purported Nodal Contract 
being set aside under this Regulation 92(1), the particulars of the transaction in question 
shall be deemed never to have been registered. Any payment made under, or ln respect 
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Regulatioa 97 NYSE Liffe Clearing Membership 

(a) In order to use the NYSE Liffe Clearing Service, a person must at all times be a clearing 
member of the market administered by LIFFE and a Clearing Member of the Clearing 
House, as further set out in the NYSE LIFFE Clearing Membership Agreement. 

(b) Regulations 4(a) and 4(c) apply to NYSE Liffe Clearing Membership and applications for 
such membership, as they apply to clearing membership. 

LIFFE's Rules 

(c) In the event of any inconsistency between the LIFFE Rules and these NYSE Liffe 
Clearing Regulations, these NYSE Liffe Clearing Regulations shall prevail as between 
the NYSE Liffe Clearing Member and the Clearing House. 

Accounts 

(d) RegUlation 5 applies to the opening and operation of accounts with respect to an NYSE 
Liffe Clearing Member. Such accounts shall be designated in accordance with the LIFFE 
Rules. 

Margin and (;(:}v~H-et:-MMginCoUateral 

(e) Regulation 12 and the LIFFE Rules apply to margin and Ae>Jt: l-fBr ,n..,.'lr1;tfi\CQllateral with 
respect to an NYSE Liffe Clearing Member. 

Force Majeure; Disclosure; Procedures; Alteration of Regulations and the Procedures; 
Interpretation of these Regulations; Waiver; Validity of Regulations and Action; Governing 
Law and Jurisdiction; Exclusion of Liability 

(f) Regulations 27, 30, 33, 34, 35, 36, 37, 38, 39, 39A and 398 apply to NYSE Uffe 
Clearing Members and in respect of the NYSE Liffe Clearing Contracts of such NYSE 
Llffe Clearing Members in relation to the relationship between such NYSE Liffe Clearing 
Members and the Clearing House. 

Default Rules and Default Fund Rules 

(g) Where an NYSE Liffe Clearing Member has been declared a defaulter and its positions 
have transferred to the Clearing House in accordance with the LIFFE default rules or 
where the Clearing House has declared a Special Member of the Clearing House to be a 
defaulter, the Default Rules of the Clearing House shall apply: (i) to such NYSE Liffe 
Clearing Member; (ii) to such Special Member of the Clearing House; and (1ii) in respect 
of the NYSE Liffe Clearing Contracts of such NYSE Liffe Clearing Member or such 
Special Member of the Clearing House. 

The Default Fund Rules of the Clearing House.shall apply to NYSE Llffe Clearing Members and in 
respect of the NYSE Liffe Clearing Contracts of such NYSE Liffe Clearing Members at all times. 

Clearing House Settlement Finality Regulations 

(h) The Clearing House Settlement Finality Regulations apply In relation to NYSE Liffe 
Clearing Members and to instructions relating to NYSE Uffe Clearing Contracts to the 
extent that such instructions constitute "transfer orders" as defined in the terms of the UK 
Financial Markets and Insolvency (Settlement Finality) Regulations 1999. Settlement 
finality protection for NYSE Liffe Clearing Members and NYSE Liffe Clearing Contracts 
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under the Clearing House Settlement Finality Regulations applies subject to the terms of 
the SF Regulations including, inter alia, Regulation 20 of the SF Regulations Which ln 
¢ertain circumstances would prevent settlement finality protection from applying to 
transfer orders Issued by a NYSE Liffe Clearing Member after certain specified events 
relating to that NYSE Liffe Clearing Member's insolvency. 
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FOREXCLEAR REGULATIONS 

Regulation 103 Application of ForexCiear Regulations 

(a) The Clearing House shall provide the ForexCiear Service subject to and in accordance 
with the terms of these ForexCiear Regulations and the Procedures. 

(h) ForexCiear Clearing Members shall be bound by these ForexCiear Regulations. 
Applications to become a ForexCiear Clearing Member shall be made in accordance 
with Regulation 103(d) and (e). Other than as expressly specified in this Regulation 103, 
the remainder of the Regulations shall not apply to the ForexCiear Service. A summary 
table of those Regulations which apply to the ForexCiear Service as described in 
Regulation 103(a) to (o) is proVided at Regulation 103(p). 

(c) Regulations 1 and 2 of the Regulations apply to the ForexCiear Service. 

ForexCiear Clearing Membership 

(d) A Clearing Member may apply to become a ForexCiear Clearing Member in accordance 
with the Procedures. 

(e) Regulation 4(a) to 4(c) applies to membership of the ForexCiear Service and 
applications for such membership 

Accounts 

(f) Regulation 5 applies to the opening and operation of accounts wlth respect to a 
ForexCiear Clearing Member. Such accounts shall pe designated in accordance with 
Regulation 8. 

Formation, registration and transfers of ForexCiear Contracts 

(g) Regulations 9(b), 9(c) and 10 apply to the registration of a ForexCiear Contract. 

(h) Regulation 104 and Regulation 105 (a) govern the registration and formation of a 
ForexCiear Contract. 

(I) Regulation 3(b) of the Regulations applies to the ForexCiear Service. 

U) Regulation 11 (and, insofar as relevant. Regulation 3(b)) apply to a ForexCiear Contract 
that is an open contract. 

Margin and G·ewr-feHmn{JinCollateral 

(k) Regulation 12 applies to a ForexCiear Clearing Member. 

Reference prices and Revaluation 

(I) Regulations 14 and Regulation 108 apply to open ForexCiear Contracts. 

Other Applicable Regulations 

(m) Regulations__lll and 26 to 398 inclusive apply to ForexCiear Clearing Members and 
ForexCiear Contracts. 
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Default Rules and Default Fund Rules 

(n) The Default Rules (Including the ForexCiear DMP Annex) and the Default Fund Rules 
apply to ForexCiear Clearing Members and ForexCiear Contracts. 

Clearing House Settlement Finality Regulations 

(o) The Clearing House Settlement Finality Regulations apply in relation to ForexCiear 
Clearing Members and ForexCiear Contracts. 

Summary table of Regulations which apply to the ForexCiear Service 

(p) The Regulations listed in this Regulation 103(p) apply to the ForexC!ear Service as 
described under Regulation 103(a) to (o). 

Regulation Title 

1 Obligation to the Clearing House to each Member 

2 Performance by the Clearing House of its Obligations 
under the Terms of an Open Contract 

3(b) Novation 

4(a) to (c) Clearing Member Status of the Clearing Hol..lse 

5 Accounts 

8 Designation 

9(b), (c), Registration 

10 Trading Information 

11 Transfer 

12 Margin and Gever-fer=-Mc:rg~Ft-QQIIateral 

14 Official Quotations and Reference Price 

26 Mark Disorders, Impossibility of Performance, Trade 
Emergency 

27 Force Majeure 

28 Invoicing Back 

29 Currency Conversion 

30 Disclosure 

31 Fees and Other Charges 

32 Records 
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Regulation Title 

33 Procedures 

34 Alteration of Regulations and the Procedures 

35 Interpretation of these Regulations 

36 Waiver 

37 Validity of Regulations and Action 

38 Governing Law and Jurisdiction 

39 Exclusion of Liability 

39A and 398 Netting 

103 to 109 ForexCiear Regulations 

Default Rules Default Rules (including ForexCiear DMP Annex) 

Default Fund Rules Default Fund Rules 

Settlement Finality Settlement Finality Regulations 
Regulations 
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Regulation 104 Registration of ForexCiear Contracts 

(a) In order to use the ForexCiear Service, a ForexCiear Participant must submit the 
particulars of a ForexCiear Transaction for registration as a ForexCiear Contract In 
accordance with these ForexCiear Regulations and the Procedures. 

(b) Without prejudice to the Clearing House's rights under paragraph (c) of this Regulation, 
a ForexCiear Clearing Member shall be bound by a ForexCiear Contract registered in its 
name pursuant to the presentation of particulars of a ForexCiear Transaction by It or by 
a ForexCiear Dealer with whom the ForexCiear Clearing Member is party to a FDC 
Agreement. 

(c) Without prejudice to the Clearing House's rights under paragraph (c) of this Regulation, 
a ForexCiear Transaction, particulars of which are submitted for registration as a 
ForexCiear Contract, must meet the ForexCiear Eligibility Criteria at the time the 
particulars of the ForexCiear Transaction are presented to the Clearing House and must 
continue to meet such ForexCiear Eligibility Criteria at the Registration Time as defined 
in Regulation 104(d) below In order to be registered as a ForexCiear Contract. 

(d) The Clearing House shall be deemed to register a ForexCiear Contract, in accordance 
with Regulation 105, in the name of a ForexCiear Clearing Member at the time 
prescribed in the Procedures ("Registration Time'') 

(e) For the avoidance of doubt, any transaction of which details have been submitted by 
ForexCiear Participants for registration as a ForexCiear Contract which is not so 
registered will remain in effect between the persons party thereto in accordance with any 
terms agreed between them and the Clearing House (and each other member of the 
LCH.Ciearnet Group and their respective officers, employees and agents} shall have no 
obligations or liability in relation thereto. 

(f) Subject to Regulation 1 04(h), if at any time falling after the registration of any ForexCiear 
Contract the Clearing House determines that the corresponding transaction of which 
details were submitted for registration did not, at the Registration Time, meet the 
ForexCiear Eligibility Criteria in existence at the Registration Time (an "Ineligible 
Transaction"}, the Clearing House shall, as soon as practicable thereafter, set aside 
both ForexCiear Contracts arising from such lnelfgible Transaction in accordance with 
Regulation 1 04(g) below, 

(g) Upon a ForexCiear Contract (an "Ineligible ForexCiear Contracf) being set aside 
under Regulation 104m, the Clearing House will notify the FXCCM party to such 
Ineligible ForexCiear Contract via the ForexCiear Matcher that such Ineligible 
ForexCiear Contract has been set aside. The following shall take effect immediately 
upon the delivery of such notice: (i) such Ineligible ForexCiear Contract shall be deemed 
to be terminated at the time of the notification and shall thereafter have no force or 
effect; (ii) all Collateral in respect of variation margin obljga.tiQns_(if any} f>e:ii<.IQL~d by 
the Clearing House or by an FXCCM In respect of such Ineligible ForexCiear Contract 
shall be retained by the receiving party upon termination; (iii) where there is a difference 
between the value of the Ineligible ForexCiear Contract as at the last margin run and the 
value (as determined by the Clearing House} of that Ineligible ForexCiear Contract at the 
time of the next official settlement rate for that currency pair, then a payment shall be 
made between the FXCCMs to the original Ineligible Transaction equal to such 
difference; and (iv) these payments shall be deemed to satisfy in full the relevant party's 
obligations under the Ineligible ForexCiear Contract and shall be retained by the 
receiving party upon termination as a termination payment. 
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Regulation 106 Cancellation of ForexCiear Contracts 

(a} A ForexCiear Clearing Member may, in accordance with this Regulation 106 and the 
Procedures, cancel a ForexCiear Contract to which it is a party. 

{b) A ForexCiear Dealer may, 1n accordance with this Regulation 106 and the Procedures, 
cancel a ForexCiear Contact that arose from a ForexCiear Transaction to which it is a 
party, 

(c) A ForexCiear Clearing Member shall be bound by the cancellation of a ForexCiear 
Contract made by the relevant ForexCiear Dealer. 

(d) A ForexCiear Dealer shall have no obligation to inform, notify or seek the consent of any 
ForexCiear Clearing Member prior to initiating the cancellation of a ForexCiear Contract 
in accordance with Regulation 4(d), 

(e) Each ForexCiear Clearing Member is deemed to grant a continuing authority to the 
Clearing House to terminate any ForexCiear Contract registered in the name of that 
ForexCiear Clearing Member upon the request of a ForexCiear Dealer with whom that 
ForexCiear Clearing Member is a party to an FDC Agreement. 

(f) The Clearing House shall have no obligation to inform, notify or seek the consent of any 
ForexCiear Clearing Member prior to cancelling a ForexCiear Contract in accordance 
with this Regulation 106. 

(g) The cancellation of a ForexCiear Contract to which a ForexCiear Clearing Member is a 
party (in this Regulation, the "First ForexCiear Contract") Is contingent upon inter a/fa the 
cancellation of the corresponding ForexCiear Contract that arose from the same 
underlying ForexCiear Transaction (in this Regulation, the "Second ForexCiear 
Contract), and vice versa. 

(h) The date and time of the cancellation of a ForexCiear Contract shall be as reported by 
the Clearing House in accordance with the Procedures and shall be binding on 
ForexCiear Clearing Members. 

(I) The Clearing House may decline to cancel a ForexCiear Contract If: 

(i) In the opinion of the Clearing House acting in its sole discretion, the cancellation 
of that ForexCiear Contract is not consistent With the Regulations and 
Procedures of the Clearing House and any policies of the clearing house 
concerning risk management; 

(ii) if there is Insufficient mar~lCQ!J.ale.rat standing to the credit of a ForexCiear 
Clearing Member's account to accommodate the cancellation of the Ffrst 
ForexCiear Contract and/or the Second ForexClear Contract. 

(I) With effect from the time of the cancellation of a ForexClear Contract in accordance with 
this Regulation 106, neither the ForexCiear Clearing Member nor the Clearing House 
shall have any obligations under the terms of that ForexCiear Contract and liability In 
respect thereof. 

(k) Upon the cancellation of a ForexCiear Contract in accordance with this Regulation 106, 
the corresponding Parallel Contract (as defined in the FDC Agreement) arising by 
operation of the FDC Agreement shall also terminate. 
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Regulation 107 ForexCiear Dealers 

(a) Application for admission to the Register of ForexCiear Dealers shall be made in 
accordance with these Regulations and the Procedures. An applicant for admission to 
the Register of ForexCiear Dealers must satisfy the criteria prescribed by the Clearing 
House from time to time in order to be admitted to the Register of ForexCiear Dealers. A 
ForexCiear Dealer shall be subject to, and governed by, these Regulations, the 
Procedures and, if applicable, the FDC Agreement to which it is for the time being party. 

(b) A person adm1tted to the Register of ForexCiear Dealers shall ensure that it Will, at all 
times, satisfy the criteria prescribed by the Clearing House, from time to time, for 
admission to the Register. 

(c) The Clearing House may suspend or remove a ForexCiear Dealer from the Register of 
ForexCiear Dealers in accordance with these Regulations, the Procedures and, if 
applicable, the FDC Agreement to Which it is for the time being party. Any person who 
has been suspended from the Register of ForexCiear Dealers for a period of more than 
three months shall be removed from the Register of ForexCiear Dealers and must make 
a new application if it wishes to be readmitted to the Register. 

(d) A ForexCiear Dealer may request, by giving three months' written notice to the Clearing 
House, that its name be removed from the Register of ForexCiear Dealers. At the end of 
such notice period, the Clearing House shall remove the ForexCiear Dealer from the 
Register of ForexCiear Dealers. 

(e) A ForexCiear Dealer's suspension or removal from the Register of ForexCiear Dealers, 
under paragraph (c), shall not, where it Is a Member, affect its membership of the 
Clearing House, nor. subject to any contrary determination by the Clearing House under 
Regulation 4(b), shall it affect the categories of Contract which such a person is eligible 
to have registered in its name. 

(f) Upon the Clearing House serving a default notice in accordance with these Regulations 
to a ForexCiear Clearing Member who Is also a ForexCiear Dealer, such ForexCiear 
Clearing Member shall automatically be removed from the Register of ForexCiear 
Dealers. 

(g) Without prejudice to paragraph (f) of this Regulation, the Clearing House shall suspend 
from the Register of ForexCiear Dealers, for such period as the Clearing House may 
determine, any Member (i) whose Clearing Membership Agreement has been 
terminated; or (ii) who is no longer eligible to have ForexCiear Contracts registered in its 
name, and who is not, from the date of such termination under (i) or such Ineligibility 
under (ii), party to a FDC Agreement with another ForexCiear Clearing Member, for such 
period as the Clearing House may determine. 
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Regulation 108 Variation Margin 

(a) The Clearing House shall, ai least daily and in accordance with and at the times stated in 
the Procedures, paytransfer to, or require paymenttransfer from1 a ForexCiear Clearing 
Member ~cash eeveHC:ifCollateral in respect of variation margin. The amount 
!*JiEitransferred represents the change from the preceding business day in the net 
present value of all ForexCiear Contracts registered in that ForexCiear Clearing 
Member's name. 

(b) The net present value of each ForexCiear Contract shall be calculated by the Clearing 
House in such manner and at such times as may be provided in the Procedures. Except 
as prescribed in the Procedures, the net present vallle calculated by the Clearing House 
may in no circumstances be challenged. 

(c) The Clearing House pays to (or receives from) each ForexCiear Clearing Member 
interest on cash GErveFC,Qllal~ received (or ~a 1 r.:1provided) by the Clearing HouseJo 
respect of variation margin. calculated in accordance with the Procedures. 

(d) This Regulation is without prejudice to the Clearing House's right to require 
Go.VefCollateral to be pmvu:lefltransferred to it under Regulation 12 . 
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NLX REGULATIONS 

Regulation 110 Introduction and Application 

General 

(a) The Clearing House shall provide the NLX Service subject to and in accordance with the 
terms of these NLX Regulations and the Procedures. 

(b) Clearing Members which are NLX Service Clearing Members, and applicants to become 
NLX Service Clearing Members. shall be bound by these NLX Regulations. Other than 
as specified in the Regulations, the remainder of the Regulations shall not apply to the 
NLX Service. 

(c) Regulations 1 and 2 of the Regulations apply to the NLX Service. 

NLX Service Clearing Membership 

(d) A Clearing Member may apply to become an NLX Service Clearing Member in 
accordance with the Procedures. 

(e) Regulations 4(a) to 4(c) (inclusive) apply to NLX Service Clearing Membership and 
applications therefor as it applies to clearing membership. 

NLX's Rules 

(f) In the event of any inconsistency between NLX's Rules and the NLX Regulations, the 
NLX Regulations shall prevail. 

Accounts 

(g) Regulation 5 applies to the opening and operation of accounts with respect to an NLX 
Service Clearing Member. Such accounts shall be designated in accordance with 
Regulation 8, 

Formation, Registration and Transfers of NLX Contracts 

(h) NLX's Rules govern the formation of an NLX Transaction. 

(I) Regulations 110 and 111 govern the registration and formation of an NLX Contract. 

U) An NLX Service Clearing Member may clear NLX Transactions for an NLX Non-Clearing 
Member in accordance with the Procedures and NLX's Rules. 

(k) Regulation 11 (and, insofar as relevant, Regulation 3(b)) apply to an NLX Contract which 
is an open contract. 

Margin and (;ove#or JV/~IJfiACollatecal 

(I) Regulation 12 applies to an NLX Service Clearing Member. 

Daily Settlement 

Regulations 13, 14, 113 and 16 apply to the daily settlement to marl<et of open NLX Contracts. 
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Options 

(m) Regulations 17 and 18 apply to NLX Contracts which are options. 

Physical Settlement 

(n) Regulations 19 to 22 (inclusive) and 25 apply to NLX Contracts 

Arbitration 

(o) Regulations 23 and 24 apply to NLX Contracts. 

Market disorders; force majeure; invoicing back; currency conversion; disclosure; fees and 
other charges; records; Procedures; alteration of Regulations and Procedures; 
interpretation; waiver; validity; governing law and jurisdiction; exclusion of /lability; netting 

(p) Regulations 25 to 39A (inclusive) apply to NLX Servlce Clearing Members and NLX 
Contracts. 

Default Rules and Default Fund Rules 

(q) The Default Rules and the Default Fund Rules apply to NLX Service Clearing Members 
and NLX Contracts. 

Clearing House Settlement Finality Regulations 

The Clearing House Settlement Finality Regulations apply in relation to NLX Service Clearing 
Members and NLX Contracts. 
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Regulation 111 Presentation, Allocation of NLX Transactions and Registration of NLX 
Contracts 

(a) In order to utilise the NLX Service an NLX Service Clearing Member must cause 
particulars of an NLX Transaction to which it is party to be submitted for registration as 
an NLX Contract, through such means as shall be prescribed by the Procedures. 

(b) An NLX Transaction submitted for registration must meet the eligibility criteria prescribed 
in the Procedures at the time the particulars of such NLX Transaction are presented to 
the Clearing House and must continue to meet such criteria at the time prescribed in the 
Procedures ("Registration Time") in order to be registered as NLX Contracts. An NLX 
Service Clearing Member may not revoke, cancel or transfer an NLX Transaction unless 
permitted by NLX's Rules, the Regulations or the Procedures or with the consent of the 
Clearing House and NLX. 

(c) An NLX Service Clearing Member shall not allow the submission for registration of a 
transaction which is not an NLX Transaction. 

(d) The Clearing House may require NLX Transactions presented for registration in the 
name of an NLX Service Clearing Member to be confirmed by or on behalf of such 
Member, in which case it shall specify the manner, form and time of such confirmation in 
the Procedures. 

(e) The Clearing House may decline to register an NLX Transaction in the name of an NLX 
Service Clearing Member where it considers such action advisable for its own protection 
or the protection of the relevant market. The Clearing House may, without assigning any 
reason, make the registration of any NLX Transaction subject to any conditions 
stipulated by the Clearing House including, without limitation, the ftft=Aish{Af.Jirnn.s.WI of 
GGVer-ft>F-A~affi'iACollateral by both NLX Service Clearing Members in whose name any 
such NLX Transaction is to be registered. 

(f) Without prejudice to the Clearing House's rights under paragraph (h) of this Regulation, 
an NLX Service Clearing Member shall be bound by an NLX Contract registered tn its 
name pursuant to the presentation of particulars of an NLX Transaction. 

(g) The Clearing House shall be deemed to register an NLX Contract in relation to an NLX 
Transaction in the name of an NLX Service Clearing Member at the Registration Time 
for that type of NLX Contract in accordance with Regulation 112. 

(h) For the avoidance of doubt. any transaction of which details have been submitted for 
registration as NLX Contracts which is not so registered shall remain in effect or be 
terminated, as the case may be, according to any terms agreed between the parties 
thereto (directly or by virtue of their common participation in the NLX Trading Facility 
through or on which the transaction was executed or by Which it was registered), but 
subject in all cases to NLX's Rules, and the Clearing House (and each other member of 
the LCH.Ciearnet Group and their respective officers, employees and agents) shall have 
no obligations or liability in relation thereto. 

(1) If at any time after registration of an NLX Contract the Clearing House determines that 
the corresponding transaction of which details were submitted for registration was not an 
NLX Transaction or did not, at the Registration Time, meet the eligibility criteria for 
registration as an NLX Contract, the Clearing House shall, as soon as practicable 
thereafter, set aside each such NLX Contract. Upon the purported NLX Contract being 
set aside under this Regulation 111 (i), the particulars of the transaction in question shall 
be deemed never to have been registered. Any payment made under, or in respect of an 
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1. CLEARING MEMBER, DEALER, EQUITYCLEAR AND TURQUOISE 
DERIVATIVES NCMs (NON-CLEARING MEMBERS) 

1.1 APPLICATION PROCEDURE 

An application for Clearing Member status of the Clearing House, or for Dealer status 
(whether as a ForexClear Dealer, RepoCiear Dealer or SwapCiear Dealer, each a 
"Dealer") or tor other Non-Clearing Member status (EquityCiear or Turquoise 
Derivatives), must be made on the appropriate form which can be obtained from the 
Clearing House's Membership team. Additional information (including legal 
documents) must be supplied where necessary and submitted to the Clearing House 
with the completed form. 

An application for the status of special Clearing Member ("Special Clearing Member") 
must be Initiated by a written request to the Clearing House. The nature of the 
application procedure and the documents and information required from the applicant 
will be determined by the Clearing House by reference to the nature of the application 
and will be notified by the Clearing House to the applicant upon receipt of such 
written request. 

Applicants approved by the Clearing House for Clearing Member or Dealer status, 
("Approved Applicants") must, within six months of notification of their approval, fulfil 
all conditions attached to their approval. If an Approved Applicant does not fulfil all 
such conditions within these six months, the Clearing House may, at its sole 
discretion, consider the grant of approval to have lapsed and may notify the 
prospective Clearing Member or Dealer accordingly that they will be required to 
provide further information, following which the application will be submitted for re
approval. 

Clearing Members have the right to apply for approval to clear one or more of the 
markets cleared by the Clearing House, subject to meeting the requirements of the 
Clearing House in respect of each such market. Please note that Clearing Member 
status does not provide membership of the company LCH.Ciearnet Limited or any 
right to a shareholding therein, nor does it provide the right to any shareholding in 
LCH.Ciearnet Group Limited or any entitlement or right to participate In any way in 
LCH.Ciearnet SA or the clearing services it offers. LCH.Ciearnet SA has its own 
arrangements and admission criteria for Clearing Member status - see the 
LCH.Ciearnet SA sections of the LCH.Ciearnet website for further details. 

Applicants approved as Dealers for ForexCiear, RepoCiear and/or SwapClear will be 
admitted to the Register of ForexClear Dealers, Register of RepoCiear Dealers, 
and/or the Register of SwapCiear Dealers ("the OTC Registers"), as appropriate. 
Successful admission to one OTC Register does not confer automatic admission to 
any other OTC Register. 

I 

1 1.1 Clearing Member Status 

The terms and conditions binding on each Clearing Member are set out in the 
Clearing Membership Agreement as amended. Two copies of this document will be 
provided to the applicant who must sign both (but not date them) and return them to 
the Clearing House's Membership team along with the application documentation. 

The applicant must pay the stipulated application fee to the Clearing House. This fee 
must accompany the application for Clearing Member status and is non refundable. 
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If and when Clearing Member status is granted, new Clearing Members will receive a 
duly executed (and dated) copy of the Clearing Membership Agreement together with 
the notification of acceptance and details of any condition(s) attached to Clearing 
Member status. If granted, Clearing Member status is subject to a Contribution to the 
Default Fund of the Clearing House (OF), as determined by the Clearing House under 
the Default Fund Rules. 

1.1.2 Dealer Status 

The terms and conditions of admission to each of the OTC Registers are set out In 
the ForexCiear Dealer Clearing Agreement, the RepoCiear Dealer Clearing 
Agreement and the SwapCiear Dealer Clearing Agreement ("the OTC Agreements") 
as amended. Admission to each OTC Register requires that three copies of the 
corresponding OTC Agreement must be signed by the applicant and their proposed 
Clearing Member. 

The copies of the relevant OTC Agreement should be returned, undated, to the 
Clearing House's Membership team along with the application documentation. 

If and when admission to an OTC Register is granted, new Dealers will receive a duty 
executed and dated copy of the relevant OTC Agreement, together with the 
notification of acceptance and details of any condition(s) attached to their adm1ssion. 
The Clearing House will send, under separate cover, a copy of the duly executed and 
dated OTC Agreement to !he elected Clearing Member. 

1.1 .3 Conditions of Application 

An applicant for Clearing Member or Dealer status must accept that the Clearing 
House: 

(a) is entitled to make enquiries of any nature about the applicant and any person 
connected or associated with the applicant; 

(b) is entitled to ask the applicant to supply additional Information and take 
whatever steps are necessary to verify information; 

(c) is entitled to provide and/or disclose information to an exchange, 
governmental department, regulatory organisation, other authority, or to the 
Clearing House's insurers in connection with any form of insurance, or to any 
person pursuant to the provisions of the Financial Services and Markets Act 
2000 as amended and any rules made thereunder, or in accordance with any 
other statutory requirement, and in accordance with the terms of the Clearing 
Membership Agreement, the ForexCiear Dealer Clearing Agreement, the 
RepoCiear Deater Clearing Agreement, or the SwapCiear Dealer Clearing 
Agreement as applicable; 

(d) may disclose to any other party the name, address, registered number and 
details of any exchange or clearing memberships held or applied for; and 

(e) will endeavour to process, consider and decide upon an application in a timely 
fashion, but owes no duty or obligation to the applicant to do so. 

Conditions (a) to (e) apply equally to Clearing Members and to Dealers. 
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1.2 CRITERIA FOR CLEARING MEMBER STATUS 

1 .2.1 General 

An applicant must satisfy the criteria set out below in order to be cons1dered for 
Clearing Member status. These requirements are without prejudice to the provisions 
of the Clearing Membership Agreement which must be executed by the applicant, 
and must equally be met by Clearing Members. 

The Clearing House may, in its sole discretion, refuse an application for membership 
where it considers it appropriate to do so in accordance with its internal risk 
management policies and procedures as amended from time to time. 

The applicant must either be, or have applied to become, a RepoCiear Clearing 
Member (categories F & G), a SwapCiear Cleanng Member (category H), an 
EquityCiear Clearing Member (categories I & J), a Clearing Member of the relevant 
exchange(s) (categories 8 - D), an LCH EnCiear OTC Clearing Member (category 
B), a Special Clearing Member (category K) or a ForexCiear Clearing Member 
(category M). Clearing Member status may be granted on a conditional basis before 
any Clearing House requirements have been fully met or before related exchange 
clearing membership(s) requirements are met, but cannot be operational until such 
requirements are satisfied. 

The applicant must, if It also wishes to submit and clear RepoCiear, SwapCiear 
and/or ForexCiear trades, meet the additional criteria for such status (see sections 
1.2.2, 1.2.3 and 1.2.4 respectively). The applicant, any controller of the applicant, 
and those of its staff who exercise an executive or managerial role, must have a high 
standard of integrity and a level of knowledge, as determined by and acceptable to 
the Clearing House, of the nature, risks and obligations of trading in the markets and 
contracts they wish to clear. 

A Clearing Member of one or more markets who wishes to clear the contracts of 
another market cleared by the Clearing House, must apply to the Clearing House for 
such. extension and have the Clearing House's express written approval before 
commencing to submit trades in such other market for registration. The prescribed 
form of document for the relevant new marl<et is available from the Clearing House's 
Membership team. Clearing Members should be aware that they also need the 
appropriate additional exchange clearing membership before they can extend their 
range of activities in this way. The Clearing Member must, within six months of 
notification of their approval to extend their activities, fulfil all conditions attached to 
their approval. If the Clearing Member does not, within these six months, fulfil all 
such conditions, the Clearing House may, at its sole discretion, consider the grant of 
approval to have lapsed and may notify the Clearing Member accordingly that they 
will be required to provide further Information. following which the extension will be 
submitted for re-approvat 

The applicant must satisfy the minimum Net Capital requirements, as set out in 
section 1 .8.3 ("Net Capital Requirements") or such greater amounts as may be 
required by the Clearing House. 

The applicant must open a Protected Payments System (PPS) bank account at one 
or more of the bank branches participating in PPS;-

1) in the UK in GBP; 
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2) in the UK In each currency in which it incurs settlements; 

3) in the USA in US dollars, 

4) in Hong Kong in US dollars if clearing in certain Asian markets -please see 
Section 3 of the Procedures for further information. 

and execute all necessary documentation (see the Protected Payments System 
section of the LCH.Ciearnet website for further information) in order to manage and 
open its House and Client accounts. 

Clearing Members must ensure that they have contingency arrangements in place to 
ensure ~.effiil+~r:~il-1L&~that they continue to meet their margin pC:Jl,tmenlobligations rn the 
event of failure of their nominated PPS bank(s). 

The applicant must refrain from contravening the general prohibit(on contained In 
section 19 of the Financial Services and Markets Act 2000. 

If the applicant is a bank, it must at all times be appropriately authorised by the 
banking supervisors of its home country and additionally meet any notification or 
authorisation requirements set by banking supervisors in the United Kingdom. 

The applicant must satisfy a minimum internal credit score which is determined by the 
Clearing House based on analysis of a range of quantitative and qualitative inputs. 
These include financial analysis, external market data as well as consideration of any 
implicit or explicit support available to the applicant. The analysis is performed on a 
predetermined methodology applicable to all applicants 

The applicant must maintain a back office: 

(a} remote from both the trading floor and/or trading desks; 

(b) with adequate systems (including but not limited to computer and 
communications systems) and records; 

(c) with an adequate number of administrative staff fully conversant with 
procedures for the management of business transacted in the markets and 
contracts cleared by the Clearing House and ih which the Clearing Member 
participates; and 

(d) with such equipment (including technology and connectivity) as may be 
stipulated by the Clearing House or by the exchange(s) or EquityCiear 
Approved Trading Platform (ATP), 

or, where the Clearing House Rulebook and exchange rules (where relevant) permit, 
have executed a Clearing Services Management Agreement (as defined at Section 
2H.2.1 of the NYSE Uffe Clearing Service Procedures). 

Applicants and Clearing Members must at all times respond promptly to enquiries or 
requests for information made by the Clearing House. Such enquiries may require 
Applicants and Cleari~ Members to demonstrate compliance with the applicable 
membership criteria and/or applicable law or regulation. 

Each Clearing Member shall at all times continue to comply with the qualifications 
and requirements set forth in these Procedures and shall promptly notify the Clearing 
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House if it has breached or reasonably expects to breach any such qualifications or 
requirements. 

Each Clearing Member shall maintain current written risk management policies and 
procedures which address the risks that the relevant Clearing Member may pose to 
the Clearing House, including any policies and procedures that the Clearing House 
may reasonably request be incorporated therein. Upon the request of the Clearing 
House, a Clearing Member shall promptly provide the Clearing House with a copy of 
its current policies and procedures for review by the Clearing House. 

Clearing Members are required promptly to notify or pre-notify the Clearing House of 
any changes which may result in non-compliance with the Clearing Member status 
criteria as stated In these Procedures. 

1.2.2 Supplementary Criteria Applicable to RepoCiear Applicants 

In addition to the minimum Net Capital Requirements set out in section 1.8.3, 
applicants must satisfy the following criteria: 

(a) be authorised and supervised as either a credit Institution or an investment 
finn by the competent authorities of a member state of the European Union; or 

(b) be authorised and supervised as the equivalent of a credit institution or an 
investment firm by the competent authorities of a country outside the 
European Union and be subject to prudential rules considered to be as 
stringent as those applicable to credit institutions and investment firms. 

1 .2.3 Supplementary Criteria Applicable to SwapCiear Applicants 

In addition to the minimum Net Capital Requirements as set out in section 1.8.3, an 
applicant must satisfy the following criteria: 

(a) successfully participate, or demonstrate that it has: (i) an affiliated SwapCiear 
Clearing Member (SCM) that can successfully participate; or (ii) an LCH 
Approved Outsourcing Party that can successfully participate in a SwapCiear 
"fire drill" run by the Clearing House which shall involve submitting a bid for a 
notional portfolio of trades within a specific currency in a specified timeframe. 
Submission of a bid outside the timeframe specified by the Clearing House or 
submitting a bid that is unreasonable will constitute a failure of the •tire drill" 
and the applicant's SCM application will not be approved. 

(b) be able to participate or demonstrate that it has: (A) an affiliated SCM that can 
participate; or (B) an LCH Approved Outsourcing Party that can successfully 
participate in the Default Management Process as operated by the Clearing 
House ; 

(c) have, within its corporate group, at least one credit institution or Investment 
firm licensed by the competent authorities of a member state of the European 
Union, or the equivalent of a credit institution or an investment firm licensed 
by the competent authorities of a country outside the European Union and 
which is subject to prudential rules considered by the Clearing House to be at 
least as stringent as those applicable to credit institutions and investment 
firms within the European Union; and 

j LCH. C/earnet Limited @ 2013 6 .luly .~II 1:4 



Clearing House Procedures Clearing Member and Dealer Status 

(d) in the event of a default, be able to receive from the Clearing House and 
process SwapCiear contracts, and any associated hedge trades, in FPML 
format or, separated value electronic format. 

Membership criteria for FCM Clearing Member status are contained in the Clearing 
House's FCM Regulations. 

1.2.4 Supplementary Criteria Applicable to ForexCiear Applicants 

In addition to the minimum Net Capital Requirements as set out in section 1.9.3, an 
applicant must satisfy the following criteria: 

(a) successfully participate, or demonstrate that it has: (I) an affiliated ForexCiear 
Clearing Member (FXCCM) that can successfully participate; or (ii) an LCH 
Approved Outsourcing Party that can successfully participate, in a ForexCiear 
"fire drill" run by the Clearing House which shall involve submitting a bid for a 
notional portfolio of trades within specific currency pairs in a specified 
timeframe. Submission of a bid outside the timeframe specified by the 
Clearing House or submitting a bid that Is unreasonable will constitute a 
failure of the "fire drill" and the applicant's FXCCM application will not be 
approved; 

(b) be able to participate or demonstrate that it has: (A) an affiliated FXCCM that 
can successfully participate; or (B) an LCH Approved Outsourcing Party that 
can successfully participate, in the ForexCiear Default Management Process 
as operated by the Clearing House; 

(c) have, within its corporate group, at least one credit institution or investment 
firm licensed by the competent authorities of a member state of the European 
Union, or the equivalent of a credit institution or an investment firm licensed 
by the competent authorities of a country outside the European Union and 
which is subject to prudential rules considered by the Clearing House to be at 
least as stringent as those applicable to credit institutions and investment 
firms within the European Union; and 

(d) fn the event of a default, be able to receive from the Clearing House and 
process ForexCiear contracts, and any associated hedge trades, in FPML 
format or, separated value electronic format. 

1.2.5 Supplementary Criteria Applicable to Special Clearing Member Applicants 

The Clearing House may agree wlth an applicant for Special Clearing Member status, 
in addition to or In place of requirements set out in these Procedures, such further 
terms as it deems appropriate in the circumstances of the applicant and its business 
and these shall be reflected in the Clearing Membership Agreement. 

1.3 DEALER STATUS CRITERIA 

An applicant must satisfy the criteria set out below in order to be considered for 
admission to the OTC Registers. These requirements are withoUt prejudice to the 
provisions of the ForexCiear Dealer Clearing Agreement, the RepoCiear Dealer 
Clearing Agreement and/or the SwapCiear Dealer Clearing Agreement, and must 
equally be met by Dealers. 
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The applicant and any controller of the applicant, and those of its staff who exercise 
an executive or managerial role, must have a high standard of integrity and a level of 
knowledge, acceptable to the Clearing House, of the nature, risks and obligations of 
trading foreign exchange transactions , over-the-counter repos and swaps cleared by 
the Clearing House. 

The applicant must be a member of an Approved Trade Matching System (as 
approved by the Clearing House from time to time). 

(a) For RepoC!ear, see Section 28 of the Procedures (RepoCiear). 

(b) For SwapCiear, see Section 2C of the Procedures (SwapCiear), 

(c) For ForexCiear, see Section 2K of the Procedures (ForexCiear), 

If the applicant is a bank it must, at all times, be appropriately authorised by the 
banking supervisors of its home country an.d additionally meet any notification or 
authorisation requirements set by banking supervisors In the United Kingdom, 

The applicant must maintain a bacl< office: 

(a) remote from both the exchange floor and/or trading desks; 

(b) with adequate systems (inclUding but not limited to computer and 
communications systems) and records; 

(c) with an adequate number of administrative staff fully conversant with 
procedures for the management of business transacted in the markets and 
contracts cleared oy the Clearing House in which the applicant participates; 
and 

(d) with such technology and connectivity as may be stipulated by the Clearing 
House. 

The applicant must have executed and must maintain a ForexCiear Dealer Clearing 
Agreement, a RepoCiear Dealer Clearing Agreement and/or a SwapCiear Dealer 
Clearing Agreement in the current standard form. 

The applicant may specify any number of branches, with agreement from its 
corresponding Clearing Member, from which it proposes to submit eligible 
ForexCiear, RepoCiear and/or SwapC!ear Transactions. It is a requirement that only 
branches of the same legal entity as the Dealer may be specified. A company which 
is a different legal entity and which wishes to submit eligible ForexCiear, RepoCiear 
and/or SwapCiear Transactions for clearing must apply separately for admission to 
the relevant OTC Register. ForexCiear Dealers, RepoCiear Dealers and SwapCiear 
Dealers are entitled to remain on the relevant OTC Register for so long as a valid 
agreement remains in effect. In the event that the relevant agreement for any 
ForexCiear Dealer, RepoCiear Dealer or SwapCiear Dealer Is terminated, then that 
Dealer Will be removed from the relevant OTC Register. 

The applicant must at all times respond promptly to enquiries or requests for 
information made by the Clearing House. 
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1.3.2 ForexCiear Dealer Status 

The applicant must have a clearing arrangement for ForexCiear transactions in place 
with an existing FXCCMwithin their corporate group. 

1. 3. 3 RepoCiear Dealer Status 

The applicant must: 

(a) have minimum Net Capital (as defined in paragraph 1.9) of €1 OOmn: and 

(b) be authorised and supervised as either a credit institution or an investment 
firm by the competent authorities of a member state of the European Union; or 

(c) be authorised and supervised as the equivalent of a credit institution or an 
investment firm by the competent authorities of a country outside the 
European Union and be subject to prudential rules considered to be as 
stringent as those applicable to credit institutions and investment firms. 

1.3.4 SwapCiear Dealer Status 

The applicant must have a clearing arrangement for SwapCiear transactions in place 
with an existing SwapCiear Clearing Member within their corporate group. 

1.4 EQUITYCLEAR NON-CLEARING MEMBER STATUS 

A person who does not have Clearing Member status of the Clearing House may 
nevertheless participate indirectly in the EquityCiear Service as an EquityCiear Non
Clearing Member ("NCM"), subject to compliance with all the Clearing House 
requirements in this regard. 

In order to participate in the manner described that person ("the Applicant NCM 0
) 

must enter into the "EquityCiear NCM-GCM Agreement" with a Clearing Member 
whlch is authorised by the Clearing House to clear the relevant market. This 
agreement must be in the form prescribed by the Clearing House. It must then be 
submitted to the Clearing House, together with the relevant EquityCiear Static Data 
Form duly completed in the form prescribed by the Clearing House for that ATP. If 
the Clearing House agrees to admit the Applicant NCM to become an EquityCiear 
NCM, as the case may be, it will indicate its consent by signing the agreement and 
adding the Applicant NCM to the section relating to that ATP ln the Register of 
EquityCiear NCMs. 

An NCM is entitled to remain on the Register of NCMs for so long as a valid 
EquityCiear NCM-GCM Agreement remains in effect. In the event that the relevant 
Agreement for any NCM is terminated, then that NCM will be removed from the 
Register of NCMs. 

The rlghts and obligations of an NCM are set out in the EquityCiear NCM-GCM 
Agreement. 

The Clearing House may suspend the EquityCiear Open Offer in respect of any ATP, 
and may, at the request of its GCM, suspend an NCM. Clearing Members and NCMs 
are referred to Section 2D of the Procedures (EqultyCiear) in this regard. 

It should be noted that NCMs do not have Clearing Member status. 
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1.5 EXCHANGE NON-CLEARING MEMBERS STATUS 

A person who does not have Clearing Member status may nevertheless participate 
indirectly in the Clearing House Turquoise Derivatives Service as a Turquoise 
Derivatives Non-Clearing Member ("NCM"), subject to compliance with all the 
Clearing House requirements 

1.5.1 TURQUOISE DERIVATIVES NON-CLEARING MEMBER STATUS 

In order to participate in the manner described, that person ("the Applicant NCM") 
must enter into a Turquoise Derivatives NCM-GCM Agreement with a Clearing 
Member which is authorised by the Clearing House to clear eligible trades as a 
"GCM". If the Clearing House agrees to admit the Applicant NCM, It will indicate its 
consent by signing the agreement and adding the Applicant NCM to the Register of 
NCMs. 

An NCM is entitled to remain on the Register of NCMs tor so long as a valid 
Turquoise Derivatives NCM-GCM Agreement remains In effect. In the event that the 
Agreement for any NCM is terminated, then that NCM will be removed from the 
Register of NCMs. 

The rights and obligations of an NCM are set out in the Turquoise Derivatives NCM
GCM Agreement. 

It should be noted that NCMs do not have Clearing Member status. 

1.5.2 NLX Non-Clearing Member Status 

All Clearing Members may clear for one or more NCMs. In order to do so, the 
following conditions must be satisfied at all times: 

(I) the NCM is a participant of NLX and; 

(ii) the Clearing Member and the NCM are party to a valid and enforceable 
agreement under which tne Clearing Member agrees to clear transactions on behalf 
of such person. 

Such agreement must confer the right on the Clearing Member, and the Clearing 
Member must lawfully be entitled at all times to pass to the Clearing House, in 
accordance with Regulation 30, such information and data relating to the NCM as 
the Clearing House may in its sole discretion deem appropriate. 

The static data form executed by both the NCM and the Clearing Member shall be 
definitive proof of the Clearing Member clearing for an NCM, 

The Clearing House contracts with the Clearing Member alone and, to the fullest 
extent permitted by law, disclaims any duties or obligations to an NCM. 
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The Clearing Member may terminate Its agreement with the NCM at any time but 
must provide written notice to both the relelvant exchange and the Clearing House no 
less than 21 days in advance of the termination date. 

For the avoidance of doubt, termination by the Clearing Member of its agreement with 
an NCM wtll be without prejudice to the Clearing Member 's obligations arising from 
or in relation to any NLX Transaction or NLX Contacts arising prior to such 
termination. 

1.6 EXTENSION OF CLEARING ACTIVITIES 

1.6.1 Extension to Exchange clearing 

A Clearing Member must hold the appropriate category of Clearing Member ste~tus for 
the exchange(s) it wishes to clear. 

A Clearing Member is approved to clear only the exchange(s) stipulated in Its 
application. Subject to the Clearing House's consent, this approval may be extended 
to include clearing on another exchange(s). Such approval must be given in writing 
by the Clearing House in the form prescribed from time to time. In determining such 
extension the Clearing House will have regard to, inter alia: 

(a) The Clearing Member having the appropriate category of exchange Clearing 
Member status applicable to the extension of its activities; 

(b) The Clearing Member demonstrably having sufficient staff resources and 
expertise in the new market that It wishes to clear; and 

(c) The Clearing Member having sufficient Net Capital to meet the additional 
requirement as set out in section 1.8.3. 

1.6.2 Extension to LCH EnCiear OTC Servlces/EquityCiear/RepoCieariSwapCiear/ 
ForexCiear Clearing 

In addition to the requirements noted above, a Clearing Member wishing to 
commence clearing on each of the LCH EnCiear OTC services (Freight , OTC 
Emissions and/or Precious Metals divisions), the EqultyCiear markets and/or clearing 
or dealing on ForexCiear, RepoCiear and/or SwapCiear, must complete additional 
documentation and be approved by the Clearing House. Clearing Members who 
wish to either clear directly or to submit for clearlng EquftyCiear ATP Matches. 
RepoCiear Transactions and/or Bond/Repo Trades, ForexCiear Transactions and/or 
SwapCiear Transactions originating from an NCM or Dealer for clearing, shoUld 
contact the Clearing House's Membership team. 

Dealers or NCMs who wish to clear their own transactions must apply for Clearing 
Member status. Potential applicants should contact the Clearing House's 
Membership team. 

1.6.3 Extension for SwapCiear Clearing Members to clear for clients 

Subject to obtaining approval from the Clearing House's Membership team a 
SwapCiear Clearing Member C'SCM") may offer certain SwapCiear clearing services 
to its clients (SwapCiear Clearing Clients). SCMs should contact the Clearing 
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House's Membership team for further details of the SwapCiear Client Clearing 
service. 

1.6.4 Special Clearing Members 

A Special Clearlng Member is only approved to clear the types of contract on the 
Clearing House service(s) and/or on the market(s) stipulated in its Clearing 
Membership Agreement, subject to the terms of that Agreement. 

1.7 TERMINATION OF CLEARING MEMBER STATUS 

1. 7.1 In the event that a Clearing Member wishes to terminate its Clearing Member status, 
it may do so by giving notice of not less than three months ahead of its termination 
date. By the close of business on the termination date, the Clearing Member shall 
ensure that all Registered Contracts in its name have been closed-out or transferred 
so as to ensure that there are no open Registered Contracts to which they are party 
to at the termination date. A resigning Clearing Member should note that any and all 
exchange NCMs or Dealers will be required to find alternative clearing arrangements 
by this date or will be unable to trade on the relevant exchange or cleared market. 
Clearing Members will need to give the Clearing House notice of termination in 
respect of all such NCM/Dealer agreements in accordance with the terms of those 
agreements and the relevant section of the Rulebook. For further Information on the 
resignation process, Clearing Members should contact the Membership team. 

1.7.2 If a Clearing Member has not been active on any exchange or market for a 
continuous period of three months, they will be asked to confirm that they Intend to 
utilise their Clearing Member status and failing a satisfactory response, they will be 
asked to resign their Clearing Member status. 

1.8 NET CAPITAL REQUIREMENTS 

1.8.1 Categories of Clearing Member Status 

There are ten categories of Clearing Member status currently ln use. These are as 
follows: 
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Category 8 

NYSE- Llffe 

Turquoise Derivatives 

LCH EnCiear OTC Services 

Nodal Exchange 

NLX Exchange 

Category C 

NYSE Litfe 

Turquoise Derivatives 

Nodal Exchange 

NLX Exchange 

Category D 

LME 

Category E 

Category no longer in use. 

Category F 

Clearing Member and Dealer Status 

Individual Clearing Member (clearing own business) 

Individual Clearing Member (clearing own business) 

LCH EnCiear Clearing Member being an OTC Participant 
for OTC Services: OTC Emissions. Freight and/or Precious 
Metals divisions (see Section 2E) 

Individual Cieanng Member (cleanng own business) 

Clearing Member (Clearing own business) 

General Clearing Member (clearing own business and/or 
the business of Non-Clearing Members) 

General Clearing Member (clearing own business and/or 
the business of Non-Clearing Members) 

General Clearing Member (clearing own business and/or 
the business of Non-Clearing Members) 

(Clearing own business and/or the business of Non-Clearing 
Members) 

Associate Trade Clearing Member 

Associate Broker Clearing Member 

Ring Dealing Member 

RepoCiear Clearing Member: clearing own business. 

Category G 

RepoCiear Clearing Member: clearing own business, and the business of unrelated RepoCiear 
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Dealers. 

Category H 

SwapCiear Clearing Member. 

Category I 

EquityCiear Individual Clearing Member: clearing own business on EquityCiear. 

Category J 

EquityCiear General Clearing Member: clearing own business, and the business of EquityCiear 
Non-Clearing Members (NCMs) on EquityCiear. 

Category K 

Special Clearing Member. 

Category L 

SwapCiear FCM Clearing Member (refer to FCM Rulebook) 

Category M 

ForexCiear Clearing Member 

Category N 

Not in use 

Category 0 

LCH EnCiear: OTC Services FCM Clearing Member (refer to FCM Rulebook) 
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NOTES: 

1.8.2 'Own business' is defined as trades transacted solely for the benefit of that Clearing 
Member or another wholly-owned company or other wholly-owned companies with 
the same ultimate parent company. These other companies must not in turn be 
trading on behalf of clients in relation to these trades. 

1 .8.3 Net Capital Requirements 

The requirements set out below are the minimum requirements applicable to Clearing 
Members whose clearing relationship with the Clearing House is confined to the 
clearing of one market, subject, in relation to categories B to D, to an absolute 
minimum Net Capital requirement of £5mn sterling. The requirements may be 
satisfied in the currencies indicated or in foreign currency equivalents. 

The requirements for Clearing Members who clear more than one market are detailed 
in section 1.8.4. The definition of Net Capital is given in section 1.9 (subject to a 
minimum of £5mn sterling). 

Category A 

Category no longer in use. 

Category B 

Net Capital 

Category C 

Net Capital 

Category D 

£1 .0mn 

£2.0mn 

(i) LME Associate Trade Clearing Members 

Net Capital £2.5mn 

(il) LME Associate Broker Clearing and Ring Dealing Members 

Net Capital 

Category E 

Category no longer in use. 

Category F 

Net Capital 

Category G 

Net Capital 

Category H 

j LCH. Cleamet Limitecl © 2013 

£5.0mn 

€100.0mn 

€400.0mn 
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Net Capital 

Category I 

Net Capital 

Category J 

Net Capital 

Category K 

See section 1.9.5 

Category L 

Net Capital 

Category M 

Net Capital 

Category N 

Not in use 

Category 0 

Net Capital 

Clearjnq Member and Dealer Status 

US $50mn 

£5.0mn 

£10.0mn 

Refer to FCM Rulebook 

US$50mn 

Refer to FCM Rulebook 

1.8.4 Cross-Market Net Capital Requirement for categories 8-D and 1-J, 

Subject to the absolute minimum requirement of £5mn sterling, Clearing Members 
who clear more than one exchange (categories B - D) or have LCH EnCiear OTC 
Services Clearing Member status and/or EquityCiear Clearing Member Status 
(categories 1- J), are required to meet a minimum Net Capital Requirement which is 
the sum of their specific requirements. For example, a Clearing Member acting as a 
General Clearing Member on NYSE Liffe (Category C - £2mn sterling) and as an 
EquityCiear Individual Clearing Member (category I - £5mn sterling) has a minimum 
requirement of £7mn sterling. A Clearing Member acting as a General Clearing 
Member on NYSE Liffe only (Category C - £2mn sterling) has a minimum 
requirement of £5mn sterling. 

Clearing Members for ForexCiear, RepoCiear and/or SwapCiear (including those who 
clear on other exchanges or markets through the Clearing House) are required to 
meet the applicable Category F, G, H or M minimum Net Capital Requirement only. 

1.8.5 Capital Requirements for Category K 

The minimum capital requirements for a Special Clearing Member will be established 
at the discretion of the Clearing House with reference to (i) the requirements set out 
in section 1.8.3 which would be applicable to a Clearing Member carrying on 
comparable business 1n the same service(s) and/or market(s) of the Clearing House 
as that which is to be carried on by the Special Clearing Member pursuant to its 
Clearing Membership Agreement and (ii} any other factors which the Clearing House 
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deems to be relevant in establishing such requirements for a Special Clearing 
Member. 

1.8.6 Additional Net Capital Requirements 

Additional resources will be required when, in the Clearing House's assessment, a 
Clearing Member's Net Capital is not commensurate with its level of business. 

The Clearing House shall, on a daily basis, compare the market risk associated With 
each Clearing Member's level of business with their level of Net Capital as reported 
to the Clearing House in order to ascertain whether, in the Clearing House's opinion, 
such Clearing Member is sufficiently capitalised to support the level of risk associated 
with the Contracts to which they are counterparty. In determining whether a Clearing 
Member is sufficiently capitalised, the Clearing House may also consider: 

(a) the Clearing Member's aggregate exposure to other clearing providers and 
other entities; and 

(b) the total amount of f:t:)VefCollateral deposited with, transferred to or otherwise 
delivered to the Clearing House by the Clearing Member. 

ln the event that the Clearing House considers that the Clearing Member is not 
sufficiently capitalised to support the level of risk associated with its open Contracts, 
action may be taken, which could include, but is not limited to, a request for addltlonal 
GG¥9fCollateral. 

1.9 CALCULATION OF NET CAPITAL 

Net Capital ("Net Capital") is broadly defined as: 

Permanent Capital plus Additional Capital less Intangible Fixed Assets (including 
goodwill, development costs, etc ("Intangible Fixed Assets")). 

Clearing Members must comply with the Net Capital minimum requirements at all 
times (see section 1.8.3). 

The Clearing House may varY the definitions below to include forms of capital or to 
exclude assets, other than those stated. An applicant wishing to determine the 
acceptability of specific forms of capital or the treatment of particular categories of 
assets should contact the Clearing House's Membership team 

1.9.1 Definition of Permanent Capital ("Permanent Capital") 

The definition of Permanent Capital includes: 

• issued and fully-paid ordinary share capital: 

• issued and fully-paid preference share capital; and 

• share premium account and reserves not available for distribution. 

Accumulated profit and loss and reserves available for distribution will not be taken 
into account when calculating permanent capital. A deficit in reserves will, however, 
be deducted from permanent capital. 
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1.9.2 Definition of Additional Capital (''Additional Capital") 

The definition of Additfonal Capital Includes: 

• other equity reserves (distributable or otherwise); 

• profit and loss reserve; 

• redeemable shares; and 

• subordinated loans. 

Where loans, subordinated or otherwise, are allowed in a Clearing Member's Net 
Capital calculation, the Clearing House may require Clearing Members to provide the 
Clearing House with details of the terms and conditions of the loan(s) ('see section 
1.9.3). The Clearing House may, at its discretion, recognise other long-term loans in 
the calculation of additional capital. 

1.9.3 Acceptability of Subordinated Loans 

The Clearing House will, in the Net Capital Requirement, allow subordinated loans 
from a parent company/ies as an acceptable form of capital. Where a Clearing 
Member is reliant upon subordinated loans to meet its minimum requirement, the 
Clearing House will require assurances that the loan(s) will not be repaid without the 
prior consent of the Clearing House. 

Clearing Members who wish to re-structure their Net Capital In a way that 
subordinated loans become key to their meeting the minimum Net Capital 
Requirement, should contact the Clearing House's Membership tearn. Clearing 
Members wfll be required to enter into an agreement with the Clearing House In the 
standard form prescribed by the Clearing House for these purposes. 

1.9.4 Recognition of Irrevocable Letters of Credit 

In cases where the Net Capital Requirement is significantly greater than a Clearing 
Member's regulatory capital requirement, the Clearing House may, at its discretion, 
but in any case up to a maximum of 50% of the minimum capital requirement, 
recognise funds committed to the Clearing House under an Irrevocable Letter of 
Credit from a third party bank in determining whether the minimum requirement is 
met. 

Clearing Members falling into this category and interested in meeting the 
requirements In this way will be required to enter into a standard form agreement with 
the Clearing House. That agreement is available from the Clearing House's 
Membership team. 

1.10 REPORTING 

Clearing Members must provide the information detailed below. 

1.1 0.1 All Members 

(a) All Clearing Members must, within six months from the date on which their 
annual accounts are made up, provide the Clearing House with an English
language copy of their profit and loss account and balance sheet, together 
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with a statement that their auditors have reviewed and approved them, drawn 
up either in accordance with Companies Act requirements or otherwise in 
accordance with the requirements of the Clearing House. In addition, the 
Clearing House may at its discretion require the provision of financial 
accounts for the ultimate or immediate parent of the Clearing Member. 

(b) All Clearing Members must provide the Clearing House in a prompt and timely 
manner with: 

(I) any information concerning any financial or business development that 
the Clearing Member reasonably considers may materially affect the 
Clearing Member's ability to comply with the applicable membership 
criteria or applicable laws or regulations ~ 

(ii) information and documents regarding the Clearing Member's risk 
management policies and practices as requested by the Clearing 
House. Such information shall include, without limitation, information 
and documents relating to the liquidity of that Clearing Member's 
financial resources and settlement procedures; 

(iii) any other financial information that the Clearing House determines is 
necessary to assess whether membership criteria are being met on an 
ongoing basis; and 

(iv) notice if the Clearing Member becomes the subject of a bankruptcy 
petition, receivership proceeding, or the equivalent, or any other event 
to which it ls required to notify the Clearing House under the Clearing 
Membership Agreement or the Rulebook. 

In addition, and upon request from the Clearing House, each Clearing 
Member shall promptly provide the information detailed in (II) above directly to 
the any of the Clearing House's regulators (including the CFTC and the 
Financial Services Authority). 

1.1 0.2 Regulated Clearing Members 

Regulated Clearing Members must provide the Clearing House with copies of all 
returns made to their regulator. The Clearing House will, in respect of firms regulated 
by the Financial Services Authority ("FSA"), take returns direct from the FSA. This 
arrangement is for administrative convenience and the Clearing House reserves the 
right to require that financial returns are submitted direct by the Clearing Member to 
the Clearing House. Clearing Members must provide the Clearing House with copies 
of all reports that are required to be filed with the CFTC pursuant to parts 17 and 20 
of the CFTC Regulations. 

1.1 0.3 Non-Regulated Clearing Members 

Non-regulated Clearing Members must provide the Clearing House with a quarterly 
balance sheet and profit and loss statement within 30 days of their quarter-end date. 
This must be signed by two directors, a director and the company secretary, or two 
Authorised Signatories. Where the Clearing Member is a partnership the balance 
sheet and profit and loss statement must be signed by two partners of the firm. 
Please provide evidence of signing authority together with specimen signatures. 
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1.1 0.4 Category K 

Must provide the Clearing House with such financial Information as is stipulated ln 
their Clearing Membership Agreement. 

1.10.5 Reduction in Net Capital 

All Clearing Members must immediately notify the Clearing House of any significant 
reduction (usually 10% or more), from the figures shown in their last financial retums, 
in· 

(a) shareholders' funds; 

(b) Net Capital. 

1.11 ADDITIONAL REQUIREMENTS 

1.11.1 Notification of Changes of Ownership 

Clearing Members (other than Special Clearing Members, who shall be subject to 
such specific terms as set out in their Clearing Membership Agreement) are required, 
under the terms of their Clearing Membership Agreement, to notify or pre-notify the 
Clearing House of changes In controlling holdings (defined as the exercise or control 
of 20% or more of the voting power of the firm). The Clearing House recognises that, 
in the case of Clearing Members which are part of large financial groups, changes in 
controllers may occur with relative frequency, may only be known after the event and 
are unlikely to be significant to the Clearing House. However in cases of changes in 
ownership, and particularly where those potentially acquiring a dominant stake in a 
Clearing Member are not known to the Clearing House, Clearing Members are 
required to pre-notify the Clearing House of their plans. The proposed change of 
ownership may be subject to an approval process involving the Risk Committee and 
Board of the Clearing House. 

1.12 OTHER CONDITIONS 

The Clearing House may, at any time, impose additional conditions relative to 
continued Clearing Member status, and at any time vary or withdraw any such 
conditions. These conditions may include, but are not limited to, a requirement to 
Elef.!es+ttransfer additional sa~filcy-~H-cash or seUater-alnon-cash Collateral to the 
Clearing House, as determined by the 9fearing House. 
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2C, SWAPCLEAR 

2C.1 THE CLEARING PROCESS 

2C.1 .1 

The SwapCiear Service is an interface that processes and stores all SWapCiear 
Transactions received from an Approved Trade Source System. 

Those authorised by the Clearing House to submit trades for clearing in the SwapCiear 
Service fall into two categories - SwapCiear Clearing Members (SCMs) and swapCiear 
Dealers (SDs). SCMs are clearing members who have applied and have been accepted 
by the Clearing House to clear in the SwapClear Service. SDs are not clearing members 
but have met the criteria for registration as a SwapCiear Dealer and have entered into a 
SwapCiear Dealer Clearing Agreement with an SCM and the Clearing House. Subject to 
obtaining approval from the Clearing House's Membership Department an SCM may offer 
certain SwapCiear Clearing Services to its clients (SwapCiear Clearing Clients). 
SwapClear Clearing Services are provided to SwapCiear Clearing Clients through an 
Individual Segregated Account or Omnibus Net Segregated Account. SCMs should 
contact the Clearing House's Membership Department for further details of the SwapCiear 
Client Clearing Service and the Clearing House's approval process (+44 (0)20 7426 7949; 
membership@lchclearnet.com) . 

Only SwapCiear Clearing Members are authorised by the Clearing House to submit trades 
for clearing in the SwapCiear Clearing System. 

An SCM Branch must always be the same legal entity as the SCM and, subject to 
authorisation by the Clearing House, It may present SwapCiear Transactions to the 
Clearing House, for registration as SwapCiear Contracts in the name of the SCM. using jts 
own BIC code. 

Therefore, where a SwapCiear Transaction ls presented for clearing by an SCM Branch, tl 
is deemed to have been presented by, and In the name of, the SCM of which II is part for 
registration. 

SwapCiear Service Functions 

The following functions are performed within the SwapClear Serv1ce: 

processing and settlement of coupon payments: 

processing and settlement of consideration (fee) payments; 

calculation of initial and variation margin requirements; 

calculation of MER requirements and SwapCiear Tolerance Limits; 

calculation of Price Alignment Interest; 

adjustment of cash payments to conform with Opening Days and the SwapCiear 
Calendars; 

allocation and designation of trades to a position-keeping account; and 

reporting of registered trades. 

SwapCiear Transactions presented via an Approved Trade Source System (i.e. new 
trades presented for intra-day registration or existing trades presented for overnight 
registration) will, subject to meeting ail requirements prescribed by the Clearing House, be 
processed and stored within the SwapCiear clearing system. Information regarding 
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2C 1.2 

2C.1.3 

2C.2 

2C.2.1 

2C.2.2 

2C.2.3 

SwapCiear Contracts and margin reporting will be disseminated via the SwapCiear 
Clearing Member reporting system (see section 2C, 1 ,3) . 

Clearing House System Requirements 

A SwapCiear Clearing Member must, in order to submit SwapCiear Transactions to the 
Clearing House, be a user of an Approved Trade Source System. 

SwapCiear Clearing Member Reporting System 

The Clearing House has various arrangements for the notification to SCMs of SwapCiear 
Contract registrations and bther information. These make use of systems Including the 
following; 

Report 001 

Approved Trade Source Systems. 

The SwapCiear API. 

An end-user report generation and analytical capability is provided by the Clearing House 
to SCMs. All SwapCiear reports will be disseminated via the Clearing House's secure 
password access Clearing Member-only website. These reports are the definitive record 
as to registration by the Clearing House. 

The Clearing House is not liable for any corruption or alteration of messages or loss of 
data which may take place wlthin any Approved Trade Source System. 

SCMs will be able to customise and produce reports either to print locally or to download in 
machine-readable data-file format. Queries about the Clearing Member-only website 
should be directed to the Clearing House Service Desk on +44 (0)20 7426 7200. 

OPERATING TIMES AND CALENDARS 

Opening Days 

The Clearing House will publish a circular detailing the days on which SwapCiear will be 
open. 

Opening Hours 

Unless notified otherwise, the SwapCiear clearing system will be operational during the 
following hours: 

07:30 to 24:00 London time 

However, SwapCiear Clearing Members should note that Necessary Consents in relation 
to a Notification submitted during a business day shall be accepted by the Clearing House 
until 00,01. The Clearing House will notify SwapCiear Clearing Members in the event that 
the SwapCiear clearing system is scheduled for closure for operational or other reasons 
(including compression runs) . 

SwapCiear Clearing System Calendars 

The SwapCiear clearing system uses the SwapsMonitor Financial Calendar for its 
processing, This will require all SwapCiear Clearing Members to be licensees of the 
SwapsMonilor Financial Calendar. The calendars, as applicable to the SwapCiear 
clearing system, will be available online for inspection and for file download from the 
SwapCiear Clearing Member reporting system (see section 2C.1.3), 
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2C.3 

2C.3.1 

2C.3.2 

REGISTRATION 

Executing Parties and Presentation for Clearing 

A SwapCiear Transaction may be entered into by and presented for clearing by {or on 
behalf of); any of the following parties: (1) SwapCiear Clearing Members (or the SCM 
Branches of one of any such SwapCiear Clearing Members); (2) SwapCiear Dealers; (3) 
SwapCiear Clearing Clients; and (4) FCM SwapCiear Members. 

The Clearing House receives details of a new eligible SwapCiear Transaction using 
agreed format messages via an Approved Trade Source System. The Approved Trade 
Source System will send details of a SwapCiear Transaction to the Clearing House once it 
has been bi-laterally agreed by two Executing Parties , or otherwise executed by or on 
behalf of two Executing Parties on a US Trading Venue or other similar venue or facility, 
and will confirm which SwapCiear Clearing Member(s) has been elected to register the 
SwapCiear Transaction. For the avoidance of doubt, an Executing Party may appoint a 
third party to present details of a SwapCiear Transaction to the Clearing House on its 
behalf. 

Clearing House Notification 

In the case of a SwapCiear Clearing Member which has been nominated to register a 
SwapCiear Transaction on behalf of a third party Executing Party other than a SwapCiear 
Dealer, the Clearing House will (only where such SwapCiear Transaction is not a US 
Trading Venue Transaction) provide notification to such SwapCiear Clearing Member of 
the relevant SwapCiear Transaction and that it has been so nominated, vra member 
reports, the SwapCiear API or otherwise (the "Notification"). Where a SwapCiear Clearing 
Member ls nominated to clear both SwapCiear Contracts arising from the registration of a 
such SwapCiear Transaction (whether for Itself or a third party Executing Party) in the 
capacities described in this paragraph, such SwapCiear Clearing Member will receive two 
separate Notifications from the Clearing House in relation to such SwapCiear Transaction. 
In all other cases, no Notification will be provided to any SwapCiear Clearing Member. 

In respect of a SwapCiear Transaction that is not a US Trading Venue Transaction , 
following receipt of a Notification, a SwapCiear Clearing Member rnay choose to grant or 
refuse consent to register the SwapCiear Transaction. It is a condition for registration of 
such a SwapCiear Transaction that a SwapCiear Clearing Member grants a separate 
consent (each a "Necessary Consent") in respect of each Notification received by it in 
relation to the registration of such SwapCiear Transaction. The Clearing House has an 
automated system which it operates on each business day (currently at or around 8 pm 
{london time)) for the purposes of rejecting SwapCiear Transactions which have been 
presented for clearing but in respect of which any Necessary Consent has not been 
notified to the Clearing House prior to the LCH Cut-off Time. The •LcH Cut-off Time" in 
respect of a SwapCiear Transaction will be the time on the business day following the day 
when the relevant SwapCiear Transaction was presented for clearing at which the reject 
system is operated by the Clearing House and the relevant SwapCiear Transaction fs itself 
rejected by such system. If a SwapCiear Clearing Member has not notified the Clearing 
House of a Necessary Consent by the LCH Cut-off lime, it will be deemed to have 
rejected the relevant SwapCiear Transaction. Any Necessary Consent of a SwapCiear 
Transaction notified by a SwapCiear Clearing Member to the Clearing House prior to the 
LCH Cut-off Time is irrevocable. Any Necessary Consent notified by a SwapCiear Clearing 
Member to the Clearing House after the LCH Cut-off Time shall be invalid. 

In circumstances where the registration of a SwapCiear Transaction is conditional upon 
one or more Necessary Consent(s) being notified by the applicable SwapCiear Clearing 
Member(s), the relevant SwapCiear Transaction shall be deemed to have been 
''submitted" to the Clearing House by each such SwapCiear Clearing Member at the lime 
when it notifies the Clearing House of its Necessary Consent. In all other circumstances, a 
SwapCiear Transaction shall be "submitted" to the Clearing House by the applicable 
SwapCiear Clearing Member upon being presented to lhe Clearing House for clearing by 
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2C.3.3 

of on behalf of such SwapCiear Clearing Member (or its SCM Branch) or by or on behalf of 
a SwapCtear Deater (acting in such capacity with respect to the relevant SwapCiear 
Transaction) approved to clear SwapCiear Transactions through the relevant SwapCiear 
Clearing Member. 

In accordance with Section 2C.3.5 of these Procedures, it is a precondition for the 
registration of a SwapCiear Contract thai the applicable SwapCiear Clearing Member has 
complied with all requlrements to provide sufficient r.ov(tf~~ (taking into account 
MER and/or SwapCiear Tolerance, if any) to the Clearing House as of the lime of 
"submission" or "deemed submission" of the SwapCiear Transaction to which the 
SwapCiear Contract relates, except that such 1~ove 1 QQll.at.er.al shall be required to be 
ft.tFHisht~tiW:Q.\lLde.d prior to registration as a condition thereto only if such SwapCiear 
Transaction is a Block IRS Trade. For the avoidance of doubt, in respect of the 
registration of a SwapCiear Transaction that is a Block IRS Trade, both SwapCiear 
Clearing Members or the relevant SwapCiear Clearing Member and FCM Clearing 
Member must have complied with all requirements to provide sufficient r.avefCo!lateraJ 
(taking into account MER and/or SwapCiear Tolerance, if any) at the time when both 
SwapCiear Contracts, or the SwapCiear Contract and the FCM SwapCiear Contract (as 
applicable), relating to the relevant SwapCiear Transaction have been submitted or 
deemed to be submitted (as applicable). 

Trade Registration Facilitation: SwapCiear Tolerance and MER (Minimum 
Excess Requirement) 

In order to facilitate the registration of SwapCiear Contracts by SwapCiear Clearing 
Members, the Clearing House may require the delwe1:.ytransfer to tlle..Cte.ar!pg H~ of 
additional ceverQQ.\.!at~ from those SwapCiear Clearing Members participating in the 
MER Arrangements (as defined below) at the relevant time and may provide SwapCiear 
Tolerance on a daily basis. as further described below. 

The Clearing House witt set MER requirements (where applicable) and SwapCiear 
Tolerance Limits (as defined below) based on a number of factors, including a SwapCiear 
Clearing Member's credit rating, risk profile, an analysis of the incremental risk registered 
by a SwapCiear Clearing Member during a historic look-back period and, in the case of the 
overall value of the SwapCiear Tolerance which may be made available to a SwapCiear 
Clearing Member, whether the SwapCiear Clearing Member Is a participant in the MER 
Arrangements at the relevant time. However, the Clearing House sets MER requirements 
and SwapCiear Tolerance Limits in its sole discretion, and may modify its methodologies 
at any time or may vary them across different SwapCiear Clearing Members. 

SwapCiear Tolerance 

If a SwapCiear Clearing Member has not r:l~livH t·edUpnsferred sufficient t_:(lvet .CQ!!at.er.al 
(taking into account any delivered with respect to MER).Jo the Clearjn.a Hous~ to enable 
the registration of a SwapCiear Contract, then the Clearing House may provide such 
SwapCiear Clearing Member with temporary "tolerance" in the form of initial margin 
forbearance ("SwapCiear Tolerance") to enable such registration. A SwapCiear Clearfng 
Member may utilise SwapCiear Tolerance in between margin runs on a one-to-one basis 
to the value of the i»iUnl-~=naffjinCQUaleral that would have been required to cover that 
SwapCiear Clearing Member's initial margin requirements for newly registered SwapCiear 
Contracts registered in between margin runs. For the avoidance of doubt, SwapCiear 
Tolerance is provided in the form of temporary initial margin forbearance and a SwapCiear 
Clearing Member's utilisation of SwapCiear Tolerance does not give rise to any payment 
or transfer of collateral by the Clearing House or result in any use of default fund resources 
(except following a Default). 

The Clearing House will determine, in its sole discretion, the maximum value of the 
SwapCiear Tolerance (which may be zero} (the "SwapCiear Tolerance Llmil") which it will 
make available to a SwapCiear Clearing Member at any particular time. SwapCiear 
Tolerance is made available by the Clearing House to a SwapCiear Clearing Member at 
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the Clearing House's sole discretion. The Clearing House may adjust the value of a 
SwapCiear Clearing Member's SwapCiear Tolerance Limit, and/or require a SwapCiear 
Clearing Member to pr.av.J<'Ietransfer ggljgteral In respect of its initial margin#gatlgn&..JQ 
!!:u~ ••. ~J~J)ngJjg,y~~ In respect of any utilised SwapCiear Tolerance, at any time and 
without prior notice to the relevant SwapCiear Clearing Member. The Clearing House will 
provide each SwapCiear Clearing Member with information regarding its SwapCiear 
Tolerance Limit and Will, as promptly as reasonably practicable, notify it following any 
adjustment to the amount of its SwapCiear Tolerance Limit. Subject to the above, a 
SwapCiear Clearing Member will typically be required to dellveF-ini-tial- rnarglntr.aos.fei 
Colla.teralio the Cle.ru;in.q Hou~ in respect of any SwapCiear Tolerance utilised by it in the 
margin run immediately following the time of the relevant registration of a SwapCiear 
Contract where SwapCiear Tolerance was utilised. 

Any failure of a SwapCiear Clearing Member to satisfy an initial margin call relating to 
SwapCiear Tolerance may give rise to a Default by such SwapCiear Clearing Member, just 
as any failure by a SwapCiear Clearing Member to satisfy any other type of initial margin 
call may give rise to a Default. 

Minimum Excess Requirement ("MER") 

The Clearing House has put in place arrangements (the "MER Arrangements") (which will 
be optional for SwapCiear Clearing Members) under which It will be able to call from each 
relevaht SwapCiear Clearing Member an amount of Gover.C.O.Uale.r.al (the "MER Cover") in 
respect of that SwapCiear Clearing Member's potential cGVe~ requirements {With 
respect to the registration of SwapCiear Contracts) for the following day. 

The Clearing House will calculate MER for each SwapCiear Clearing Member using the 
same methodology and will publish such methodology to SwapCiear Clearing Members. 
The Clearing House will provide 30 days notice before implementing any changes to the 
methodology used for calculating MER. 

SwapCiear Clearing Members are not required to participate in the MER Arrangements 
unless and until they elect to do so. In the event that a SwapCiear Clearing Member 
wishes to change its participation status (the "Participation Status") from opting in to the 
MER Arrangements to opting out or vice versa it should contact the Clearing House to 
request applicable documentation (swapclear.clientservices@lchclearnet.com). Changes 
in Participation Status are processed at the end of each month. All relevant documentation 
must be completed and returned to the Clearing House no later than 5 Business Days 
prior to the end of the month preceding the month to which the change in Participation 
Status applies. A SwapCiear Clearing Member's Participation Status will remain 
unchanged until the Business Day following the day that the Clearlng House confirms via 
email that the change in Participation Status has been processed. The Clearing House 
shall be entitled to treat the Participation Status of a SwapCiear Clearing Member as 
continuing unchanged from month to month until such time as appropriate notice is 
received from such SwapCiear Clearing Member and processed by the Clearing House in 
accordance with the provisions of this paragraph. 

Any MER Cover delivered by a SwapCiear Clearing Member will form part of the I H~Hir~ 
in i tie~I-HHH-§ii~Ciearing Member Cun:e.nL CPIIateral Balagce in res~ of that SwapCiear 
Clearing Member:.S..inili.a.!,.,rrtar;gin.JJbligalion§. SwapCiear Clearing Members participating in 
the MER Arrangements will be called for MER Cover separately in respect of their 
Proprietary Account related to SwapCiear Clearing House Business and/or their client 
account related to SwapCiear Clearing Client Business. However, such MER Cover will 
not be regarded as Required Collateral, or form part of any Account Balance or be 
deemed to AGeo~nl As~etufoJJlLAA!l of flny SwapGI '*'I~ Clearing Clil'tnt, MembeL..C.I.l!I.e....J1J 
Q.~l_6fllance ~~~~ of any Individual Segregated Account or Omnibus Net 
Segregated Account unless such MER Cover has been attributed to any such account by 
the Clearing House in accordance with this section. 
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For the avoidance of doubt. failure to deliver MER Cover when required by the Clearing 
House will constitute a breach of these Procedures and the Regulations. 

In relation to the registration of a SwapCiear Contract on behalf of a SwapCiear Clearing 
Client, the Clearing House shall determine if there is sufficient seveFCol!atergl to enable 
such registration. If the SwapCiear Clearing Member does not have sufficient 
ooveFCollateral to enable the registration of such SwapC!ear Contract, the Clearing House 
will determine whether there is any unutilised MER Cover related to SwapCiear Clearing 
Client Business and, if so, will attribute the relevant part of such MER Cover to the relevant 
Individual Segregated Account or Omnibus Net Segregated Account. In this context, the 
attribution of the MER Cover to the relevant Individual Segregated Account or Omnibus 
Net Segregated Account means that it will be recorded as initial margin held in relation to 
such account and shall be treated as part of the Account Balance of such account. 

At each end of day margin run, the Clearing House will recalculate and call, on an account 
by account basis, required margin in respect of the MER requirements of each SwapCiear 
Clearing Member currently participating in the MER Arrangements. 

2C.3.4 Approved Trade Source Systems and US Trading Venues 

2C.3.4.'1 Approved Trade Source Systems 

Currently, the Approved Trade Source Systems designated by the Clearing House for 
SwapCiear are MarkitWire, Bloomberg, Tradeweb and TrueEx. Where the Clearing House 
approves additional Approved Trade Source Systems, II will notify SwapCiear Cleating 
Members via a member circular. 

SwapCiear Transactions presented through an Approved Trade Source System must be in 
an acceptable message format, as prescribed by the Clearing House. 

Notwithstanding the designation by the Clearing House of any system as an Approved 
Trade Source System, the Clearing House makes no warranty (and will accept no liability) 
as to the effectiveness, efficiency, performance or any other aspect of the services 
provided by any Approved Trade Source System or the timeliness or otherwise of the 
delivery of any SwapCiear Transaction details by that Approved Trade Source System to 
the Clearing House. Such matters form part of the relationship between the SwapCiear 
Clearing Members and that Approved Trade Source System. 

The Clearing House will process any SwapCiear Transaction reported to It by an Approved 
Trade Source System on an "as is" basis and, subject to the General Regulations and 
these Procedures, will register any such SwapCiear Transaction on the basis of the data 
provided to it by the Approved Trade Source System and approved by the relevant 
SwapCiear Clearing Member. The Clearing House has no obligation to verify that the 
details received properly reflect the trade entered into by the relevant Executing Parties. 

The Clearing House accepts no liability for any error within or corruption of any data sent 
by an Approved Trade Source System to the Clearing House or to a SwapCiear Clearing 
Member or any delay in or failure of the transmission of such data to the Clearing House. 
In the event that the Clearing House registers any SwapCiear Contract on the basis of 
incorrect or corrupted data sent to it by an Approved Trade Source System and consented 
to (where applicable) by a SwapCiear Clearing Member, the SwapCiear Clearing Member 
concerned shall be bound by the terms of such SwapCiear Contract The Clearing House 
shall use its reasonable endeavours to assist the relevant SwapCiear Clearing Member(s) 
in re-registering the trade on the correct basis but the Clearing House shall not be liable to 
a SwapCiear Clearing Member or to any other party with regard to the registration (or lack 
of registration or re-registration) of any such SwapCiear Contract. 

SwapCiear Clearing Members shall ensure that Necessary Consents are provided by 
appropriately authorised personnel. Apart from in respect of Necessary Consents, the 
Clearing House is not able to, and will not, verify the authorisation of the source of any 
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details of any transaction reported to it for registration by any Approved Trade Source 
System. The Clearing House shall have no liability in the event that any SwapCiear 
Clearing Member suffers any loss through the unauthorised granting of a Necessary 
Consent. 

2C.3.4.2 lJS Trading Venues 

2C.3.5 

While the Clearing House receives details of a SwapCiear Transaction via an Approved 
Trade Source System pursuant to section 2C.3.1 of these Procedures, such Approved 
Trade Source System may in providing such details to the Clearing House rely upon 
similar details delivered to it by a US Trading Venue (where such SwapCiear Transaction 
is executed on such US Trading Venue). Additionally, the Clearing House may rely on 
details relating to a SwapCiear Transaction obtained from a US Trading Venue for 
verification purposes or in order to generate reports or to exercise Its rights or discretion 
under Regulation 47. In this regard. the Clearing House may direct the US Trading Venues 
to use prescribed format messages or classifications. 

Notwithstanding the approval by the Clearing House of any US Trading Venue. the 
Clearing House makes no warranty (and will accept no liability) as to the effectiveness, 
efficiency, performance or any other aspect of the services provided by any US Trading 
Venue or the timeliness or otherwise of the delivery of any SwapCiear Transaction details 
by that US Trading Venue to the Clearing House. Such matters form part of the 
relationship between the SwapCiear Clearing Members and that US Trading Venue. 

The Clearing House will process any SwapCiear Transaction reported to it by a US 
Trading Venue on an "as is" basis and, subject to the General Regulations and these 
Procedures, will register any such SwapCiear Transaction on the basis of the data 
provided to It by the Approved Trade Source System and the relevant US Trading Venue. 
The Clearing House has no obligation to verify that the details received properly reflect the 
trade entered into by the relevant Executing Parties or that the US Trading Venue is 
correctly applying the format messages or classifications that the Clearing House has 
prescribed. 

The Clearing House accepts no liability for any error within or corruption of any data sent 
by a US Trading Venue to the Clearing House or to a SwapCiear Clearing Member or any 
delay In or failure of the transmission of such data to the Clearing House. In the event that 
the Clearing House registers any SwapCiear Contract on the basis of Incorrect or 
corrupted data sent to it by a US Trading Venue and accepted (whether automatically or 
manually. as applicable) by a SwapCiear Clearing Member, the SwapCiear Clearing 
Member concerned shall be bound by the terms of such SwapCiear Contract. The 
Clearing House shall use its reasonable endeavours to assist the relevant SwapCiear 
Clearing Member(s) In r&registering the trade on the correct basis but the Clearing House 
shall not be liable to a SwapCiear Clearing Member or to any other party with regard to the 
registration (or lack of registration or re-registration) of any such SwapCiear Contract. 

Registration of New Trades 

The following section does not apply to Backloaded Trades. which are dealt with ln section 
2C.3.6 below. 

Prior to it registering a SwapCiear Contract resulting from a SwapCiear Transaction that is 
a Block IRS Trade, the Clearing House will require the SwapCiear Clearing Member In 
whose name such SwapCiear Contract is to be registered to l}~vid<.+ 4 tl-wilh-t.nVfll 

lnFLCarlj,tru.lo the CleaJirul House adequate Collat.ecai in res~ initial and variation 
margin in-t=e&f7eal-efr~ements reJatingJQ such contract as a precondition to registration 
(taking into account any MER and/or SwapCiear Tolerance, if any). In accordance with 
Regulation 47(d)(iv), a SwapCiear Clearing Member becomes obligated to flHJVido tams_f.er 
such ~;(~verCollatelil.l (taking into account~ MER and/or SwapCiear Tolerance, if any) to 
the Clearing House at the time when both SwapCiear Contracts. or the SwapCiear 
Contract and the FCM SwapCiear Contract (as applicable). relating to the relevant 
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2C.3.6 

SwapCiear Transaction thai is a Block IRS Trade have been submitted or deemed to be 
submitted (as applicable) by the relevant SwapCiear Clearing Member(s) or the relevant 
SwapCiear Clearing Member and FCM Clearing Member (as the case may be) and such 
SwapCiear Clearing Member(s) or such SwapCiear Clearing Member and such FCM 
Clearing Member shall f31-GVi~etransfer such G<Wef.Q.Qllal.e.ral to the Clearing.Hpus_~ prior to 
registration upon request of the Clearing House. In respect of a SwapCiear Contract 
resulting from a SwapCiear Transaction that is not a Block IRS Trade, the SwapCiear 
Clearing Member in whose name such SwapCiear Contract is registered shall 
f{~ rnif.htraosfer..Jg the Clearing House with- sufficient GGver};ollgteraJ in respect of such 
SwapCiear Contract at such time after the registration of such SwapCiear Contract as the 
Clearing House shall require. 

Notwithstanding the foregoing! (i) if the Clearing House registers a Block IRS Trade where 
one or both of the relevant SwapCiear Clearing Members has not h·fr nishecf~d. 
sufficient r.ov•~rCpllateral prior to registration. the SwapCiear Clearing Members shall be 
bound by the terms of the SwapCiear Contract relating thereto arising under Regulation 47 
(and in particular by paragraphs (c), (ib) and OD thereoO and any other applicable provision 
of the Rulebook; and (ii) if the Clearing House rejects a SwapCiear Transaction that is not 
a Block IRS Trade for masons otinsufficient GaVefQ_ollateral, the Clearing House shall use 
its reasonable €nc~ea-versendeayouf.A to assist the relevant SwapCiear Clearing Member in 
re-registering the SwapCiear Transaction on the correct basis but the Clearing House shall 
not be liable to any SwapCiear Clearing Member or anyone else with regard to the 
registration (or lack of registration or re-registration) of any such SwapCiear Transaction. 

Upon a SwapCiear Transaction being submitted to the Clearing House for registration and 
the conditions to registration specified in Regulation 4 7 having been satisfied in respect of 
the related SwapCiear Contracl(s), the SwapCiear clearing system will respond. after 
processing. with a message confirming the registration . The registration notification 
message will be sent using the SwapCiear Clearing Member reporting system (including 
by way of the originating Approved Trade Source System). The definitive report of a 
registered SwapCiear Contract will be shown within the SwapCiear Clearing Member 
reporting system (see section 2C.1 .3) on the SwapC!ear Clearing Member reporting 
account. 

Backloading of Existing Trades 

A SwapCiear Transaction that has a Trade Dale of greater than ten calendar days prior to 
the date of submission is considered a Backloaded Trade by the Clearing House (a 
"Backloaded Trade"). Due to the nature of Backloaded Trades, SwapCiear Clearing 
Members should note that a relatively large amount of seveF~ is required to 
register such trades . The Clearing House provides the facility for SwapCiear Clearing 
Members to load such eligible existing SwapCiear nansactlons, through an Approved 
Trade Source System (currently, MarkltWire, Bloomberg and Tradeweb). Where the 
Clearing House approves additional Approved Trade Source Systems for these purposes, 
it will notify SwapCiear Clearing Members via a member circular. Backloadjng requires 
bilateral agreement between the relevant Executing Parties and acceptance by the 
SwapCiear Clearing Member(s) or the SwapCiear Clearing Member and the FCM Clearing 
Member (as the case may be) of the full particulars required by the Clearing House for 
each such SwapCiear Transaction. 

At least once every Business Day, the Clearing House will carry out a process for the 
registration of Backloaded Trades (each a "Backload Registration Cycle") which have 
been presented for clearing or with respect to which the Clearing House has received the 
one or more Necessary Consents, if any. Following each Backload Registration Cycle, the 
Clearing House will calculate the increase In Incremental cover required to register the 
Backloaded Trade(s) and will notify each relevant SwapCiear Clearing Member (the 
•sackload Margin Caii").The Baokload Margin Call will be for the entire amount of 
incremental cover required in connection with the Backloaded Trade(s). an~ the Backload 
Margin Call cannot be satisfied by and will not take into account SwapCiear Tolerance 
(i.e., SwapCiear Tolerance is not available for this purpose), or any available MER Cover 
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or any form of excess cover (other than that which has been expressly allocated for that 
purpose, as described in the paragraph below). In connection w1th a Backload Margin Call, 
following the time that a SwapCiear Clearing Member is required to deliver to the Clearing 
House the cover associated with such Backload Margin Call (the "Backload Margin Call 
Deadline"), the Clearing House will issue such SwapCiear Clearing Member a subsequent 
margin call to deliver cover in respect of any increase in SwapCiear Tolerance utilisation 
as of the time or the Backload Margin Call Deadline (if any). 

Where an individual SwapCiear Clearing Memoer determines that the Backloaded 
Trade(s) that it is submitting for registration will lead to an aggregate change (be It either 
an increase or decrease) in the net present value of its portfolio of SwapCiear Contracts in 
excess of a threshold amount {the "Individual Backload Value Threshold") as published 
by the Clearing House from time to time, it shall notify the Clearing House before the end 
of the Business Day preceding the Backload Registration Cycle. In the event that the 
Clearing House does not receive such notification and the change in net present value of 
the SwapCiear Clearing Member's portfolio of SwapCJear Contracts is in excess of the 
Individual Backload Value Threshold the Clearing House rnay1 in its sole discretion, 
exclude that SwapCiear Clearing Member from the Backload Registration Cycle or 
postpone or cancel the entire Backload Registration Cycle. 

Where a SwapCiear Clearing Member notifies the Clearing House of a change in net 
present value in excess of the Individual Backload Value Threshold, the Clearing House 
shall inform the SwapCiear Clearing Member whether it will be required to pre-fund the 
Backload Margin Call and, if so, how it should be delivered such that it will be made 
available for a Backload Registration Cycle. 

In the event that the aggregate Backload Margin Call required from all SwapCiear Clearing 
Members participating in a Backload Registration Cycle is in excess of a pre-determined 
threshold amount (the • Aggregate Backload Margin Threshold") as published by the 
Clearing House from timeto time, the Clearing House may postpone or cancel the relevant 
Backload Registration Cycle. 

Where the Clearing House postpones or cancels a Backload Registration Cycle it shall 
notify those SwapCiear Clearing Members that were Intending to participate in the 
Backload Registration Cycle. 

Backloaded Trades received by the Clearing House in advance of a Backload Registration 
Cycle will be 'parked' until the next Backload Registration Cycle (whether that Backtoad 
Registration Cycle is on the same Buslr19ss Day or the following Business Day). 

In order for the registration of the Backloaded Trades included in a Backload Registration 
Cycle to complete, cover for margin from each SwapCiear Clearing Member (and each 
FCM Clearing Member, if applicable) which is party to a Backloaded Trade within that 
Backload Registration Cycle must be provided as required to the Clearing House in 
advance. 

A Backloaded Trade which has been presented for clearing {or with respect to which the 
Clearing House has received the one or more Necessary Consents, if any) shall be 
deemed to have been submitted by the SwapCiear Clearing Member(s) or the SwapCiear 
Clearing Member and the FCM Clearing Member (as the case may be) for registration by 
the Clearing Houseal such time that the Clearing House determines that sufficient cover 
has been provided to register that Backloaded Trade. 

For any SwapCiear Transaction which is a Backloaded Trade, where one leg Is to be 
registered as an FCM SwapCiear Contract, the FCM Rulebook will apply with respect to 
such registration of an FCM SwapCiear Contract. 

The Clearing House shall publish the following via member circular: 

(i) times of Backload Registration Cycles; 
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2C.3.7 

2C.3.8 

2C.4 

2C.4.1 

(II) the Individual Backload Value Threshold; and 

(iii) the Aggregate Backload Margin Threshold. 

Notification 

The Clearing House will send to the originating Approved Trade Source System 
notification of registration or rejection, as the case may be, and the SwapCiear Clearing 
Members will be notified by the Approved Trade Source System or the SwapCiear API or 
otherwise of the registration or rejection of SwapCiear Transactions , or contracts purported 
as such. 

Rejected Trades 

Trades submitted for registration that do not meet the product or other eligibility criteria 
prescribed from time to time by the Clearing House (including a trade submitted by or on 
behalf of a SwapCiear Clearing Member that was executed on (i) a US Trading Venue that 
was not at the time of execution of such trade an Eligible US Trading Venue in respect of 
such SwapCiear Clearing Member or (ii) a trading venue or facility that had not at the time 
of the execution of such trade been approved by the Clearing House as a US T radlng 
Venue) or which contain invalid or incomplete message data or with respect to which the 
Clearing House has not received sufficient (,e.v,,uCo.l!.a1eral (taking Into account MER 
and/or SwapCiear Tolerance, if any) will be rejected, except that such saver-Collateral shall 
be required to be hm~isheaprovide!t prior to registration as a condition to the registration of 
such trade only if such trade Is a Block IRS Trade. If, at any time, the Clearing House 
does not register a tra.de presented for registration it wil l send to the originating Approved 
Trade Source System notification of the rejection. 

POSITION ACCOUNTS 

SCM Accounts 

For identification purposes each SCM Is assigned a unique three-character mnemonic. An 
SCM's position and financial Information are further identified by a single character code: 
C for segregated client business: and 1-1 for house business . The H account is obligatory, 
the C account is optional 

2C.4.2 Position-Keeping Accounts 

2C.4.2.1 Clearing Member Accounts 

These are identical to Clearing Member accounts as described in Regulation 5. The 
account types are: H for house business; and C for segregated client business. An SCM's 
SwapCiear positions are also recorded within the SwapCiear clearing system In 
SwapCtear Accounts. 

2C.4.2.2 SwapCiear Accounts 

The SwapCiear clearing system will provide position-keeping accounts for SCMs. A 
SwapCiear Account will be assigned a code identical to the Bank Identifier Code (BIC) of 
the SCM. Each SwapCiear Account must map to a Member Account. 

All registered SwapCiear Contracts will be identifiable to SCMs via SwapCiear Clearing 
Member reporting (see section 2C.1.3). Each SwapCiear Contract will also be assigned a 
untque trade identifier. The SwapCiear Clearing Member reporting functionality also 
allows SCMs to idenlify all SwapCiear Contracts, registered in their name, and, if 
submitted by an SO, the submitting SO. 

2C.5 FINANCIAL ACCOUNTS 
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2C.5.1 

2C.5.2 

2C,5.3 

2C.5.4 

Clearing Member accounts have financial accounts associated with them. These are, inter 
alia, used to record cash balances, and securities/ documentary credits. Information 
contained within position-keeping accounts is consolidated into financial accounts, as 
follows: 

Relationship with Position-Keeping Accounts 

Trading Account 

H 

c 

Other Financial Accounts 

Financial Account 

House 

Client 

H 

c 

At the Clearing House's discretion, further financial accounts, used only to record financial 
balances, may be opened as follows: 

Buffer accounts (House), used for holding additional cash in 
relation to House business 

Buffer account (Client), used for holding additional cash in relation 
to Client business 

SwapCiear Additional Collateral Account 

Default Fund (OF) Account 

Code 

B 

E 

A 

Each SCM's Default Fund Contribution is held on a separate financial account. The OF 
account code is "F". 

SwapCiear Additional Collateral Account 

Upon request from an SCM the Clearing House will setup a new sub-account called the 
Additional Collateral Account. 

Such requests should be submitted to the Clearing House's Treasury Operations team 
(lchoperations-treasury@lchclearnet.com; 020 7426 7505). 

SCMs are able to lodge excess collateral on behalf of their clients (the amount is at the 
SCM's discretion), into the Additional Collateral Account. 

In order to lodge collateral into the Additional Collateral Account, an SCM must adhere to 
the following pfocedure: 

(a) an SCM can lodge non-cash collateral or request that the Clearing House 
call cash directly from the SCM into the Additional Collateral Account. If 
an SCM intends to lodge non-cash collateral they must submit an 
Additional Collateral Account Lodgement Form to the Clearing House. 
(Appendix 2C.E); 

(b) an SCM can transfer non,cash or cash collateral from its Client Account 
to the Additional Collateral Account (see section 2C.9). 
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When an SCM lodges non-cash collateral at the Clearing House, the Clearing House will 
issue the SCM with a collateral lodgement number that must be provided to the Clear ing 
House whenever that SCM wishes to transfer that non-cash collateral. 

The SCM is responsible for maintaining a record of the collateral held against each 
SwapClear Clearing Client (see Additional Collateral Account Spreadsheet, Appendix 
2C.H). 

The Additional Collateral Account Spreadsheet submitted by an SCM to the Clearing 
House is the primary record of the contents of the Additional Collateral Account and an 
SCM must provide an updated version to the Clearing House whenever transfers are 
made from/to the Additional Collateral Account. 

in the event of an SCM default, the Additional Collateral Account Spreadsheet provided by 
the defaulted SCM will be used to identity the SwapClear Clearing Clients' collateral 
lodged in the Additional Collateral Account. 

2C.6 VARIATION MARGIN 

2C.6.1 

2C.6.2 

All SwapCiear Transactions will, on submission to the Clearing House, be marked-to
market,. in : · .• , '·l,r ' , '>Ill '·'• ·•td ~~~~ '" 'l:l(h), using the Clearing House·;s zero coupon 
yield curves. Tht:l!l ·'' .<~oll·ll\.,1. wtll ; ,,, \t''' ''" n 5Q .(Collataralisation of~.CJe.ar 
QQntcacts) lb.e Clearing House wm use these curves to calculate the Net-f>rec.oHt V.fllwe~ 
PLe.sJi!,~ of the SwapCiear TransactionJQjhe Clea~ ljot~AA.-9L.AS the ca~bfi. 
!o...an...s_Q41. 

This value must, subject to intra-day registration, be paid by the SCM in cash in the 
currency of the SwapCiear Transaction. Where a SwapCiear Transaction is registered 
intra-day, and ~variation margin Q.bligaliQn is covered with non-cash cellat-etai{&Jl.ateral, 
the Clearing House will , the following business day, require payment of the full cash 
amount. 

All SwapCiear Contracts will be marked-to-market daily~n aGcerdMGe-Vvllh-F<eQ ltlat~an 1 ~1 
~), using the Clearing House::s zero coupon yield curves. The daily change in the ~~~~~ 
Pre-sen~ VHiue~te. will be credited to or debited from :r.CM't; fin.tttot'11 
aoc.,eH~l lS~_Qnl pQ.Slti..AA..aQcount. 

For the avoidance of doubt, l~is ~H~Gedllfe- 6~1-;·:~ 11 Rl-11 ;;~ ppty-.lo-conlh'lcls-w~ich \)HH>r~~Jitf!d 
to- a Swaf}Clea• -Gieafin~ember-!6-CUeHl ac1:u~:ml or IG s11Ch-oll1e1 -<;(,)AIIillils-as- 1-h(t 
GleariAfJ #Guw-may aete~Hlinewv transrers of cash Collateral bv an SCM to the~ 
l:fpJ.!S.e ln respect of the ~ariation l!@"qio Qhlig.al!ons or by the ClearjngHguse !o_rul 
~~s~~w:in~~§._llarjalion___fJ,la(g i~bligalj(ms shall ~for t~ 
~1moses of collatergfisatjon and not settlement of obJigations under the releyant 
:SwapClear.-C.pn.trac1s. 

Zero Coupon Yield Curve Construction 

The Clearing House will determine, at its sole discretion, appropriate instruments, points 
and market prices for the construction of zero coupon curves and portfolio valuation. 
Details of the construction method and Instruments used are available on request from the 
Clearing House Risk Management Department on +44 {0)20 7426 7549, but may be 
subject to change without prior notification. 

Official Quotations 

Zero Coupon Yield curves will use prices and rates taken at: 
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All times quoted are London time 

AUD 12:00 

CAD 20:00 

CHF LIBOR & OIS 16:30 

CZK 16:30 

DKK 16:30 

EURO 
16:30 

LIB OR 

GBP 
16:30 

LIBOR 

HKD 12:00 

HUF 16:30 

JPY 12:00 

NOK 16:30 

NZD 12:00 

PLN 16:30 

SEK 16:30 

SGD 12:00 

USD 20:00 
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2C.6.3 

2C.6.4 

2C.7 

2C.7. 1 

UBOR&OIS 

ZAR 16:30 

EURO 

18:00 

OIS 

GBP 

18:00 

OIS 

Zero coupon yield curves used for daily marking to market will be published on the 
Clearing House's member reporting website at intervals during the day as the prices and 
rates are captured. 

Net Present Value 

The Clearing House Will calculate the net present value (NPV) of each eligible SwapCiear 
Contract using the Clearing House's zero coupon yield curves. 

II js a condition of registration that sufficient cGverCoJiateral, as determined by the Clearing 
House, is held with the Clearing House to cover both the NPV and 1 1-Htiai-MaFtltA~ 
ma!flin.. Q.bJjg<W,gns.Jn.L~.¥1 of each SwapCiear Transaction (taking Into account, for 
these purposes, any MER and/or SwapCiear Tolerance, if any), except that such 
GevetC.oUate.ral shall be required to be l~fflffillec~ p.tmt.icte.d prior to registration as a condition 
thereto only if such SwapCiear Transaction is a Block IRS Trade. 

Price Alignment Interest 

The paymoAI!ransfer oLCo.llal.er.al in respect of variation margin, or change in NPV. on a 
daily basis without adjustment would distort the pricing for SwapCiear Transactions 
cleared through the Clearing House. In order to minimise the impact of variation margin. 
the Clearing House will for each SCM either charge interest on cumulative amounts 
~~_De SCM In resw.cLQlvariatlon margin t:eseM-l<:l_q.bli~Uo.D..s. or pay Interest on 
cumulative amounts gakLb¥ the SCM in re§Qect of variation margin pa1a~~ (see 
section 3.5.2). 

COUPON PAYMENTS 

Calendars and Coupons 

Payment dates for coupon payments will be set based on the SwapsMonitor Financtal 
Calendar (see section 2C.2.3). Changes to the calendar that affect SwapCiear Contracts 
will be published and made available to SCMs by the Clearing House in a Clearing 
Member Report. The central control and publication of lhese calendars will assist the 
reconciliation of coupon payments between SCMs and the Clearing House. Coupon 
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2C.7.2 

2C.7 .3 

payments will be adjusted, in the event of a holiday amendment. in accordance with the 
Contract Terms. 

Calculation of Fixed Amount 

The Clearing House will calculate the Fixed Amount payable by a party on a Payment 
Date as either: 

(a) if an amount is specified for the SwapCiear Contract as the Fixed Amount 
payable by that party for that Payment Date or for the related Calculation 
Period, such amount; or 

(b) if an amount is not specified for the SwapCiear Contract as the Fixed 
Amount payable by that party for that Payment Date or for the related 
Calculation Period, an amount calculated on a formula basis for that 
Payment date or for the related Calculation Period as follows: 

Fixed Amount = Calculation x Fixed x 

Amount Rate 

Calculation of Floating Amount 

Fixed Rate Day 

Count Fraction 

The Clearing House will calculate the Floating Amount payable by a party on a Payment 
Date as an amount calculated on a formula basis for that Payment Date or for the related 
Calculation Period as follows: 
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2C.7.4 

n 

(+/- Spread} 

OIS coupon calculatio n 

Compounding Rate CaiClllations 

The rate used for the OIS rate is calculated according to ISDA 2006 definitions. The 
formula for these calculations is given below. 

USD-Federal Funds-H.15-0IS-COMPOUND 

[Ii( l + FEDFUNDt x 11) _1l x 360 
~1 360 J d 

Where: 

"dO" for any Calculation Period is the number of New York Banking Days in the relevant 
Calculation Period; 

"i" is a series of whole numbers from 1 to dO, each representing the relevant New York 
Banking Days in chronological order from, and including, tt'le flrst New York Banking Day 
in the relevant Calculation Period; 

"FEDFUNDi", for any day ''i" in the relevant Calculation Period. is a reference rate equal to 
the rate set forth In H.15(519) in respect of the day under the caption "EFFECT", as such 
rate is displayed on the Reuters Screen FEDFUNDS1 Page, in respect of any day "i", the 
rate for that will be agreed between the parties, acting in good faith and in a commercially 
reasonable manner. If the parties cannot agree, the rate for that day will be the rate 
displayed on the Reuters FEDFUNDS1 Page, in respect of the first preceding New York 
Banking Day; 

"ni" is the number of calendar days in the relevant Calculation Period on which the rate is 
FEDFUNDi; and 

"d" is the number of calendar days in the relevant Calculation Period . 

CHF-TOIS-OIS-COMPOUND 

[TI(t + TO~Si X lli J -1] X 360 
i""l _"160 d 

Where: 

"dO" for any Calculation Period is the number of Zurich Banking Days In the relevant 
Calculation Period; 

"i" is a series of whole numbers from 1 to dO, each representing the relevant Zurich 
Banking Days in chronological order from, and including, the first Zurich Banking Day in 
the relevant Calculation Period; 
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"TOISi", for any day "i" in the relevant Calculation Period, is a reference rate equal to the 
rate for tomorrow next deposits in Swiss Francs which appears on the Reuters Screen 
CHFTOIS:: as of 11:00 a.m., Zurich time, on the day that is one Zurich Banking Day 
preceding that day; 

"ni" is the number of calendar days In the relevant Calculation Period on which the rate is 
TOISi; and 

"d" is the number of calendar days in the relevant Calculation Period. 

GBP-WMBA-SONIA-COMPOUND 

lfi,do=t ·( l+-s_· O_Nlj\j_' _· x_lli )-l]x-3 6_5 
365 d 

Where: 

"dO" for any Calculation Period Is the number of London Banking Days in the relevant 
Calculation Period ; 

"i" is a series of whole numbers from 1 to dO. each representing the relevant London 
Banking Days in chronological order from, and including, the first London Banking Day in 
the relevant Calculation Period; 

"SONIAi", for any day "i" in the relevant Calculation Period, is a reference rate equal to the 
overnight rate as calculated by the Wholesale Market Brokers' Association and appearing 
on the Reuters Screen SONIA Page in respect of that day: 

"ni" is the number of calendar days in the relevant Calculation Period on which the rate is 
SONIA!; and 

"d" is the number of calendar days in the relevant Calculation Period. 

EUR-EONIA-OIS-COMPOUND 

[fr( I + EO~A; x lit ~- t] x 360 
i=l \ _.,60 ) d 

Where: 

"dO" for any Calculation Period is the number of TARGET Settlement Days in the relevant 
Calculation Period; 

"i'' is a series of whole numbers from 1 to dO, each representing the relevant TARGET 
Settlement Days in chronological order from. and including, the first TARGET Settlement 
Days in the relevant Calculation Period; 

"EONIAi", for any day "i" in the relevant Calculation Period, is a reference rate equal to the 
overnight rate as calculated by the European Central Bank and appearing on the Reuters 
Screen EONIA Page in respect of that day; 

"ni" is the number of calendar days in the relevant Calculation Period on which the rate Is 
EONIAi; and 
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2C.7.5 

2C.7.6 

"d" is the number of calendar days in the relevant Calculation Period. 

CAD-CORRA-OIS-COMPOUND 

[ndo( CORRAf>eni) - ] 36S 
1 + 365 

1 
d 

t=l 

Where: 

"dO" for any Calculation Period is the number of Toronto Banking Days in the relevant 
Calculation Period; 

"i" is a series of whole numbers from one to dO, each representing the relevant Toronto 
Banking Day in chronological order from, and Including, the first Toronto Banking Day in 
the relevant Calculation Period; 

"CORRAl", for any day -"i" in the relevant Calculation Period, is a reference rate equal to 
the daily fixing for Canadian Dollar overnight repurchase rate as published at 
approximately 9:00 am, Toronto time. on the day that Is one Toronto Banking Day 
following that day "I" on the Bank of Canada website page address 
http://www.bankofcanada.ca/fmdfmonmrt.htm. If such rate does not appear on such Bank 
of Canada website page in respect of any day "I" , the rate for that day will be as agreed 
between the parties, acting in good faith and in a commercially reasonable manner. If the 
parties cannot agree, the rate for that day will be the rate displayed on the Bank of 
Canada website page http:/lwww.bankofcanada.ca/fmd/monmrt.htm in respect of the first 
preceding Toronto Banking Day; 

''nl" is the number of calendar days in the relevant Calculation Period on which the rate is 
CORRAi; and 

"d" is the number of calendar days In the relevant Calculation Period. 

Calculation of Compounded Amount 

Depending on whether the SwapCiear Contract is submitted under ISDA 2000 or 2006 
Definitions the Clearing House will calculate the compounded floating amount payable by 
a SwapCiear Clearing Member on a Payment Date as an amount calculated 10 accordance 
with Articles 6.1 to 6.3 inclusive of the relevant Definitions. 

Calculation of FRA Discounting (Article 8.4 of the 2006 ISDA Definitions! 

Where FRA Discounting is specified for CAD, CHF, CZK, DKK, EUR, HUF, JPY, NOK, 
PLN, SEK, USD, ZAR the FRA Amount will be calculated in accordance with the following 
formula: 
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2C.7.7 

2C.7.8 

2C.7.9 

FRA AITlOUI1t :... 

Calculation 
Arnounl 

(Floating Rate+ 

Spread) >< 

Floating 
Rate Day 
Cotmt 

Fraction 
- Fixed Rate 

Discount 

1 + Discount Rate x Rate Day 
Count 

Fraction 

Where FRA Discounting is specified for AUD Forward Rate Transactions and NZD 
Forward Rate Transactions then FRA Yield Discounting Will be applied and the FRA 
Amount calculated In accordance with the following formula: 

FRA 
Amount 

Where: 

Ca lculatioll 
X 365 X 

Amount 

1 1 

365 +I Rl X ND 365+ 1 R1 x ND 

R1 is the sum of the Floating Rate and the Spread on the payment date, expressed as a 
decimal 

R2 is the Fixed Rate, expressed as a decimal 

ND is the actual number of days in the calculation period 

Business Day and Business Day Convention 

In determining whether a day is a Business Day the Clearing House will only apply the 
Financial Centres specified in the matched SwapCiear Transaction message. The 
Clearing House will In the event of non-business days apply the Business Day 
Conventions as specified in the matched SwapCiear Transaction message. 

Payment of Coupons 

After adjusting coupons, In accordance with the appropriate Business Day and Business 
Day Conventions, the Clearing House will credit or debit Clearing Members' Accounts with 
the appropriate Fixed or Floating Amount with a value date matching the Coupon Payment 
Date. In the event of SwapCiear being closed on a Coupon Payment Date It will pay the 
Fixed and Floating Amounts on the next business day following the Coupon Payment 
Date. 

Calculation Periods 

In respect of any Calculation Period that is a not a whole calendar month (a stub period). 
the Reset Rate for the Reset Date in respect of that Calculation Period shall be determined 
by the Clearing House with reference to the rate($) specified in the matched format 
message. 

2C. 7.10 Day Count Fractions: lSD A 2000 

L CH. Cfearnet Limited © 2013 19 December 2013 



Clearing House Procedures SwapC/ear 

Day count fractions will be applied to deal legs independently as they are communicated 
via the matched format message. 

Day count fractions wilt be applied to deal legs Independently as they are communicated 
via the matched format message. 

Where the SwapCiear Contract is submitted under the ISDA 2000 Definitions, the Clearing 
House wilt calculate Day Count Fractions in accordance with the following principles: 

(a) if "Actuat/365" or "Actual/Actual" is specified, the actual number of days in 
the Calculation Period in respect of which payment is being made divided 
by 365 (or, if any portion of that Calculation Period falls in a leap year, the 
sum of (A) the actual number of days in that portion of the Calculation 
Period falling in a leap year divided by 366 and (B) the actual number of 
days in that portion of the Calculation Period falling in a non-leap year 
divided by 365); 

(b) if "Actual/365 (Fixed)" is specified, the actual number of days 1n the 
Calculation Period in respect of which payment is being made divided by 
365; 

(c) If "Actual/360" is specified, the actual number of days in the Calculation 
Period in respect of which payment Is being made divided by 360; 

(d) if "30/360", "360/360", "Bond Basis", ''30E/360" or "Eurobond Basis" is 
specified the actual number of days in the Calculation Period in respect of 
which payment is being made will be determined in accordance with the 
following formula: 

((Y 2-Y1) "360) + ((M2 -M1) •30) t (02 -01) 

where o,, M, and Y1 are the day, month and year respectively on which the period begins 
and 02. M2 and Y2 are the day, month and year respectively on which the period ends 
(coupon payment date). 

Jn accordance with this formula the following will be applied: 

(i) if ''30/360", "360/360" or "Bond Basis'' Is specified the Clearing 
House will: 

if 01 is 31 amend it to 30, 

if 0 2 is 31 amend it to 30 only if D1 is 30 or 31 ; or 

(ii) lf "30E/360'' or "Eurobond Basis" is specified the Clearing House 
Will: 

if 01 Is 31 then amend It to 30 

if 0 2 is 31 then amend it to 30. 

(e) For Actual/Actual (ISMA); "The [Fixed/Floating) Amount Will be calculated 
In accordance with Rule 251 of the statutes, by-laws, rules and 
recommendations of the International Securities Market Association, as 
published in April 1999, as applied to straight and convertible bonds 
issued after December 31 1 1998, as though the [Fixed/Floating) Amount 
were the Interest coupon on such a bond". 
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2C.7.11 Day Count Fractions: JSDA 2006 

Day count fractions will be applied to deal legs independently as they are communicated 
via the matched format message. 

Where the SwapCiear contract is submitted under the ISDA 2006 Definitions, the Clearing 
House will calculate Day Count Fractions in accordance with the following principles: 

(a) if "Actual/Actual", Actual/Actual (ISDA)", "Act/Act", or "Act/Act-(ISDA)" is 
specified, the actual number of days in the Calculation Period in respect 
of which payment is being made divided by 365 (or, if any portion of that 
Calculation Period fc:tlls in a leap year, the sum of (A) the actual number 
of days in that portion of the Calculation Period falling in a leap year 
divided by 366 and (B) the actual number of days In that portion of the 
Calculation Pertod falling in a non-leap year divided by 365); 

(b) if "Actual/365 (Fixed)" is specified, the actual number of days in the 
Calculation Period in respect of which payment is being made divided by 
365; 

(c) If "Actual/360" is specified, the actual number of days in the Calculation 
Period in respect of which payment Is being made divided by 360; 

(d) ''30/360", ''360/360'' or "Bond Basis" is specified the number of days ln the 
Calculation Period or Compounding Period in respect of which payment is 
being made divided by 360, calculated on a formula basis as follows: 

Day Count Fraction = 

Where: 

((360 x (Y2 -Y1 )) + (30 x (M2 -M1 )) + (02 -
01)) 

360 

"Y1"" is the year, expressed as a number, In which the first day of the Calculation or 
Compounding Period falls; 

''Y2" is the year, expressed as a number, in which the day immediately following the last 
day included in the Calculation or Compounding Period falls; 

"M1 " is the calendar month, expressed as a number, in which the first day of tne 
Calculation Period or Compounding Period falls: 

"M2" is the calendar month. expressed as a number, in which the day immediately 
following the last day included in the Calculation or Compounding Period falls: 

"D1" is the first calendar day, expressed as a number, of the Calculation period or 
Compounding Period, unless such number would be 31 , in which case 01 will be 30 and 

"02" is the Calendar day, expressed as a number, Immediately following the last day 
included in the Calculation Period or Compounding Period, unless such number would be 
31 and D1 is greater than 29, in which case 02 will be 30; and 

(e) if "30/E60'' or ''Eurobond basis is specified, the number of days in the 
Calculation or Compounding Period in respect of which payment is being 
made divided by 360, calculate on a formula basis as follows: 
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Day Count Fraction = 

Where: 

Swap Clear 

((360 x (Y2 -Y1)) + (30 x (M2 -M1)) + (02-
D1)) 

360 

"Y1 " is the year, expressed as a number, In which the first day of the Calculation or 
Compounding Period falls; 

"Y2" Is the year, expressed as a number, in which the day immediately following the last 
day included in the Calculation or Compounding Period falls; 

"M1" is the calendar month, expresseu as a number, in which the first day of the 
Calculation Period or Compounding Period falls; 

"M2" is the calendar month, expressed as a number. in which the day Immediately 
following the last day included in the Calculation or Compounding Period falls; 

"01'' is the first calendar day, expressed as a number, of the Calculation period or 
Compounding Period, unless such number would be 31, in which case 01 wm be 30 and 

"02" is the calendar day, expressed as a number, immediately following the last day 
included in the Calculation or Compounding Period, unless such number would be 31, in 
which case 02 will be 30. 

(f) if 30E/360(1SOA) is specified, the number of days In the Calculation or 
Compounding period in respect of which payment is being made divided 
by 360, calculated on a formula basis as follows: 

Day Count Fraction = 

Where: 

((360 X (Y2 -Y1)) + (30 )( (M2 -M1)) + (02-
D1 )) 

360 

"Y'1" is the year, expressed as a number, in which the first day of the Calculation or 
Compounding Period falls; 

''Y2" is the year, expressed as a number, In Which the day immediately following the last 
day included in the Calculation or Compounding Period falls; 

"M1 " is the calendar month, expressed as a number, in which the first day of the 
Calculation Period or Compounding Period falls; 

•Mz" is the calendar month. expres"Sed as a number., in which the day immediately 
following the last day included in the Calculation or Compounding Period falls; 

"01" is the first calendar day, expressed as a number, of the Calculation period or 
Compounding Period, unless (i) that day is the last day of February or (ii) such number 
would be 31 , in which case 01 will be 30: and 

"02" is the calendar day, expressed as a number, immediately following the last day 
Included in the Calculation or Compounding Period, unless (i) that day is the last day of 
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February but NOT the termination date or (0) such number would be 31 , in which case 02 
will be 30. 

(g) If "Actual/Actual" (ICMA)'' or "AcUAct" (ICMA) is specified , a fraction 
equal to "number of days accrued/number of days in year", as such terms 
are used in Rule 251 of the statuses, by-laws, rules and 
recommendations of the International Capital Market Association (the 
"ICMA Rule Book"), calculated in accordance with Rule 251 of the ICMA 
Rule Book as applied to non US Dollar denominated straight and 
convertible bonds issued after December 21 , 1998, as though the Interest 
coupon on a bond were being calculated for a coupon period 
corresponding to the Calculation Period or Compounding Period in 
respect of Which payment is being made. 

2C.7.12 Reset Rates 

2C,7.12.1 Reset Rates will be published by the Clearing House via the Rate Reset reports, 

The Clearing House will apply the following principles In calculating Reset Rates: 

(a) "GBP-LIBOR-BBA" means that the rate for a Reset Date will be the rate 
for deposits in Sterling for a period of the Designated Maturity which 
appears on the Reuters Screen LIBOR01 Page as of 11:00 hours, 
London time, on that Reset Date. 

(b) "USD--LIBOR-BBA" the rate for US Dollar deposits for a period of the 
Designated Maturity which appears on Reuters Screen LIBOR01 as of 
11 :00 hours London time, on the day that is two London Banking Days 
preceding that Reset Date. 

(c) "Euro-UBOR-BBA" the rate for Euro deposits for a period of the 
Designated Maturity which appears on the Reuters Screen LIBOR01 as 
of 11:00 hours London time, on the day that is two TARGET Settlement 
Days preceding that Reset Date. 

(d) "Euro-EURIBOR-Telerate (ISDA2000) I "Euro-EURIBOR-Reuters" the 
rate for Euro deposits for a period of the Designated Maturity which 
appears on the Reuters Screen EURIBOR01 as of 11 :00 hours Brussels 
time, on the day that is two TARGET Settlement Days preceding that 
Reset Date. 

(e) ''JPY-LIBOR-BBA" the rate for Japanese Yen deposits or a period of the 
Designated Maturity which appears on the Reuters Screen LIBOR01 as 
of 11:00 hours London time, on the day thai is two London Banking Days 
preceding that Reset Date. 

(f) "CHF-LIBOR-BBA" means that the rate for a Rest Date will be the rate for 
deposits in Swiss Francs for a period of the Designated Maturity which 
appears on the Reuters Screen LIBOR02 as of 11 :00 hours, London time, 
on the day that is two London Banking Days preceding that Reset Date. 

(g) "AUD-BBR-BBSW" means that the rate for a Reset Date will be the 
average mid rate, for Australian Dollar bills of exchange having a tenor of 
the Designated Maturity, which appears on the Reuters screen BBSW 
Page at approximately 10:10 hours, Sydney time, on that Reset Date. 
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(h) "AUD-LIBOR-BBA'' means that the rate for a Reset Date will be the rate 
for deposits in Australian Dollars for a period of the Designated Maturity 
which appears .on the Reuters Screen LIBOR02 as of 11 :00 hours, 
London time, on the day that is two London Banking Days preceding that 
Reset Date. 

(I) "CAD-BA-CDOR" means that the rate for a Reset Date wHI be the 
average rate for Canadian Dollar bankers acceptances for a period of the 
Designated Maturity which appears on the Reuters Screen CDOR page 
as of 10:00 hours, Toronto time, on that Reset Date. 

U) "CAD-LIBOR-BBA" means that the rate for a Reset Date will be the rate 
for deposits in Canadian Dollars for a period of the Designated Maturity 
which appears on the Reuters Screen LIBOR01 as of 11 :00 hours, 
London time, on the day that is two London Banking Days preceding thal 
Reset Date. 

(k) "CZK-PRIBOR-PRBO" means that the rate for a Reset Date will be the 
rate for deposits in Czech Koruna for a period of the Designated Maturity 
which appears on the Reuters Screen PRBO page as of 10:00 hours, 
Prague time, on the day that Is two Prague Banking days preceding that 
Reset Date. 

(I) ''DKK-CIBOR-DKNA 13" means that the rate for a Reset Date will be the 
rate for deposits in Danish Kroner for a period of the Designated Maturity 
which appears on the Reuters Screen DKNA 13 Page as of 11;00 hours. 
Copenhagen lime, on that Reset Date. 

(m) "DKK-CIBOR2-DKNA 13" means that the rate for a Reset Date will be the 
rate for deposits in Danish Kroner for a period of the Designated Maturity 
wh ich appears on the Reuters Screen DKNA13 Page as of 11 :00 hours, 
Copenhagen time, on the day that is two Copenhagen Banking Days 
preceding that Reset Date. 

(n) "HKD-HIBOR-HIBOR=" means that the rate for a Reset Date will be the 
rate for deposits in Hong Kong Dollars for a period of the Designated 
Maturity which appears on the Reuters Screen HIBOR1=R Page (for 
Designated Maturities of one month to six months, inclusive) or the 
Reuters Screen HIBOR2=R Page (for Designated Maturities of seven 
months to one year, inclusive), in each case across from the caption 
''FIXING@11 :00" as of 11:00 hours, Hong Kong time, on that Reset Date. 

(o) ''HKD-HIBOR-HKAB" means that the rate for a Reset Date will be the 
rate for deposits In Hong Kong Dollars for a period of the Designated 
Maturity which appears on the Reuters Screen HKABHIBOR as of 11 :00 
hours, Hong Kong time, on that Reset Date. 

(p) "HKD-HIBOR-ISDC" (ISDA2000) means that the rate for a Reset Date 
will be the rate for deposits in Hong Kong Dollars for a period of the 
Designated Maturity which appears on the Reuters Screen ISDC Page as 
of 11:00 hours, Hong Kong time, on that Reset Date. 

(q) "HUF-BUBOR-Reuters" means that the rate for a Reset Date will be the 
rate for deposits in Hungarian Forint for a period of the Designated 
Maturity which appears on the Reuters Screen BUBOR= page as of 
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1 0;00 hours, Budapest time, on the day that is two Budapest Banking 
days preceding that Reset Date. 

(r) 11 NOK-NIBOR-NIBR" means that the rate for a Reset Date will be the rate 
for deposits in Norwegian Kroner for a period of the Designated Maturity 
which appears on the Reuters Screen NIBR Page as of 12:00 noon, 
Oslotime, on the day that is two Oslo Banking Days preceding that Reset 
Date. 

(s) ''NZD-BBR-Telerate" (ISDA2000) means that the rate for a Reset Date 
will be the fixed midrate for New Zealand Dollar bills of exchange for a 
period of the Designated Maturity which appears on the Telerate Page 
2484 as of 11:00 hours, Wellington time, on that Reset Date. 

(t) "NZD-BBR-FRA" means that the rate for a Reset Date will be the rate for 
the New Zealand Dollar bills of exchange for a period of designated 
maturity which appears on the Reuters Screen BKBM Page opposite the 
caption of "FRA" as of 11:00 hours, Wellington time, on that Reset Date. 

(u) "SEK-STIBOR-SIDE" means that the rate for a Reset Date will be the 
rate for deposits in Swedish Kronor for a period of the Designated 
Maturity which appears on the Reuters Screen SIDE page under the 
caption "FIXINGS" as of 11 :00 hours, Stockholm time, on the day that is 
two Stockholm Banking days preceding that Reset Date. 

(v) "SGD-SOR-Reuters" means that the rate for a Reset Date will be the rate 
for deposits in Singapore Dollars for a period of the Designated Maturity 
which appears on the Reuters Screen ABSIRFIX01 as of 11 :00 hours, 
Singapore time, on the day that is two Singapore Banking days preceding 
that Reset Date. 

(w) "SGD-SOR-VWAP" means that the rate for a Reset Date will be the 
synthetic rate for deposits in Singapore Dollars for a period of the 
Designated Maturity which appears on the Reuters Screen ABSFlX01 
Page under the heading "SGD SOR rates" as of 11:00 a.m., London time, 
on the day that is two Singapore and London Banking Days preceding 
that Reset Date. 

(x) "PLN-WIBOR-WIBO" means that the rate for a Reset Date will be the rate 
for deposits in Polish Zloty for a period of the Designated Maturity which 
appears on the Reuters Screen WIBO page under the caption "FIXINGS" 
as of 11 :00 hours, Warsaw time, on the day that is two Warsaw Banking 
days preceding that Reset Date. 

(Y) "ZAR-JIBAR-SAFEX" means that the rate for a Reset Date will be the 
mid-market rate for deposits in South African Rand for a period of the 
Designated Maturity which appears on the Reuters screen SAFEY page 
under the caption "YIELD" as of 11:00 hours, Johannesburg time, on that 
reset date. lf such rate does not appear on the Reuters screen SAFEY 
page, the rate for that Reset Date Will be determined as if the parties had 
specified "ZAR-JIBAR-Reference Banks" as the applicable Floating Rate 
Option. 

(z) "CHF~TOIS-OIS-COMPOUND" means that the rate for a Reset Date, 
calculated in accordance with the formula set forth in section 2C. 7.4, will 
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be the rate of return of a daily compound interest investment (it being 
understood that the reference rate for the calculation of interest is the 
arithmetic mean of the daily rates of the day-to-day Swiss Interbank 
money market). 

(aa) "GBP-WMBA-SONIA-COMPOUND" means that the rate for a Reset 
Date, calculated in accordance with the formula set forth in section 2C 
7.4, will be the rate of return of a daily compound interest investment (it 
being understood that the reference rate for the calculation of interest is 
the Sterling daily overnight reference rate). 

(bb) ''USD-Federal Funds-H.15-0IS-Compound" means that the rate for a 
Reset Date, calculatep in accordance with the formula set forth in section 
2C 7.4, will be the rate of return of a daily compound interest investment 
(It being understood that the reference rate for the calculation of interest 
Is the daily effective federal funds rate determined by the Federal 
Reserve as the weighted average of the rates on brokered trades). 

(cc) "EUR-EONIA-OIS-COMPOUND" means that the rate for a Reset Date, 
calculated in accordance with the formula set forth in section 2C 7.4, will 
be the rate of return of a daily compound interest investment (it being 
understood that the reference rate for the calculation of interest is the 
arithmetic mean of the dally rates of the day-to-day Euro-zone interbank 
euro money market). 

In the event of no rate being available the Clearing House will, at its sole discretion. 
determine an applicable rate. 

2C.7.12.2 Applying Reset Rate 

The Clearing House Will identify the reset dates of floating legs that require the application 
of a Reset Rate. The Reset Rate will be applied to the appropriate floating legs and the 
coupon payments calculated. 

The coupon payments will be adjusted to fall on actual business days according to the 
Calendar(s) and Business Day Convention specified. 

2C.7.12.3 Negative Interest Rate Method 

SCMs should note the provisions of section 3.3 of Part A of the Schedule to the 
SwapCiear Regulations regarding the applicability of the Negative Interest Rate Method to 
a SwapClear Contract. SwapCiear Clearing Members may, in the circumstances, wish to 
ensure that any trade submitted for registration follows that Negative interest Rate Method. 

2C.8 INITIAL MARGIN 

2C.6.1 

The Clearing House will require SCMs to pGsltraosfer Colla!.rupl jn reap.@~ initial 
margin _ _oJiliuatm. This amount will be determined by the prevailing market conditions 
and 1he expected lime to close out the portfolio. The Portfolio Approach to Interest Rate 
Scenarios (PAIRS) will be used to calculate Initial margin requirements for SwapCiear 
Contracts. 

Separate initial margin calculations are performed for an SCM's house "H'' and client "C" 
accounts. 

Margin Parameters 
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2C.6.2 

2C.8.3 

2C.8.4 

The Clearing House Risk Management Department uses appropriate yield curve 
scenarios, both in terms of shape and magnitude of movement, to capture potential losses 
based on an observed history - the primary component of the initial margin calculation. 
These scenarios will be continually monitored and reviewed periodically or on an ad hoc 
basis according to market conditions. However, in accordance with the Regulations, the 
Clearing House retains the right at its discretion to vary the rates for the whole market or 
for a specific SCM's House and/or Client accounts. 

Clearing Members will usually be notified by the Clearing House of alterations to margin 
parameters no later than the day before calls are made based on the new yield curve 
scenarios. 

Counterparty Risk Multiplier 

Where a risk multiplier is applied to an SCM that has SwapCiear Clearing Clients, that 
multiplier will be applied only to SwapCiear Clearin{l Clients that have no Backup 
SwapCiear Clearing Member. 

The Clearing House reserves the right to require additional amounts of GtiVerColl.aW.al 
from a specific SCM or from all SCMs in accordance With Regulation 12. 

liquidity Multiplier 

Risk Management apply a liquidity multiplier based on WCL exceeding certain tl'lresholds 
on the SCM's whole portfolio and individual currencies. The threshold amounts and 
multipliers are reviewed on an ongoing basis. SwapCiear Clearing Client accounts are 
treated as independent :~ccounts for purposes of liquidity and will be called only In the 
event that the individual account exceeds the relevant threshold. 

Intra-day Margin Calls 

In accordance with the Clearing House's General Regulations, the Clearing House is 
entitled to make additional margin calls for payment the same day (intra-day margin calls) 
where it is considered necessary. Intra-day margin cans can be called at any time 
throughout the business day (08:30 to 21 :00 hours London time). Intra-day margin calls 
will usually be made via the Protected Payments System (PPS) (see Section 2C.9). 

In certain circumstances the Clearing House may wish to make a call for additional funds 
after the closure of London PPS facilities at 16:00 hours London time. In this event the 
Clearing House will require payment of additional funds through PPS facilities in the USA 
(see section 3.2.2). Members must ensure, in these circumstances, that they are In a 
position to fund such calls through their nominated US PPS account within one 
hour of the call. 

2C.8.5 Calculation of Initial Margin 

2C.8.5,1 Portfolio Approach to Interest Rate Scenarios (PAIRS) 

2C.8.6 

The PAIRS calculation is a VAR based approach based on historical simulations. All 
positions in each currency are re-valued under a series of ~ross portfolio yield curve 
scenarios to estimate the highest forecast loss and therefore the initial margin 
requirement. Further details of this method are available upon request and are detailed in 
the PAIRS TIP document. The PAIRS document and further information relating to lnitfal 
Margin calculations can be obtained from the Rates team on +44 (020) 7 426 6325 or +44 
(020) 7426 7428 

Tenor Basis Risk Margin Add-on 

A margin add-on will be applied In respect of tenor basis risk. 
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2C.9 

2C.9.1 

2C.9.2 

INTRA-DAY MARGIN CALL: COLLATERAL MANAGEMENT 

General - Intra-day Margining 

Following an Intra-day margin call and unless notified otherwise by an SCM at the time of 
an intra-day margin call the Clearing House will deduct cash, In the appropriate currency, 
directly from the relevant SCM's PPS account to cover that intra-day margin call. 

Standard Clearing House rules for acceptable cash used for intra-day 
<.;ove1@Jiatera1isatiop will apply. 

It is the responsibility of the SCM to ensure that they have sufficient cash funds In place 
with their PPS Bank(s) in order to avoid any Intra-day liquidity issues. 

If the Clearing House is unable to contact the SCM ln order to arrange an alternative 
payment method for the intra-day margin call the Clearing House will automatically issue a 
PPS call to debit the SCM's PPS account in the appropriate currency. 

Please note: An SCM must notify the Clearing House of its preferred method of 
collateralisation at the time of the Clearing House's margin call. Once an SCM has chosen 
an intra-day collateraHsation method and has notified the Clearing House of ils chosen 
method, such choice is definitive and the Clearing House will not reverse any decision. 

Alternative Intra-Day Cash Collateralisation Methods 

An SCM may choose to cover its intra-day, margin calls by transferring cash frorn its 
House account or Additional Collateral Account to its Cltent Account. 

2C.9.2.1 Method 1: Transferring Cash Collateral from the House Account 

An SCM may choose to transfer excess cash collateral from Its House account to cover an 
intra-day margin call for Hs Client account. 

In the event that an SCM notifies the Clearing House that It wishes to meet its intra-day 
margin call, or part of Its intra-day margin call, by transferring excess cash collateral from 
Its House account it must follow the procedUre below. 

A transfer of excess cash collateral from its House account to its Client account must be 
completed within 1 hour of the SCM's request to the Clearing House that it intends to 
transfer House cash excess to its Client account by completing the Intra-Day House Cash 
Excess Transfer Form (Appendix 2C.D) 

In the event that an SCM does not fulfil the requirement to provide the Clearing House with 
an executed Intra-Day House Cash Excess Transfer Form withm 1 hour of notifying the 
Clearing House of its intention to transfer excess cash collateral, the Clearing House may 
at its discretion issue a PPS call to cover the requirements in cash, in the appropriate 
currency, or impose penalty charges. 

2C.9.2.2 Method 2: Transferring Cash Collateral Excess Deposited In the Additional 
Collateral Accoun1 

An SCM may choose to utilise any cash collateral held in its Additional Collateral account 
In respect of a SwapCiear Clearing Client to cover an intra-day margin call for its Client 
account. An SCM may only transfer collateral from its Additional Collateral account for the 
purposes of meeting an intra-day margin call on its Client account. 

In the event that an SCM notifies the Clearing House that it wishes to meet its intra-day 
margin call, or part of its intra-day margin call, by transferring cash collateral from its 
Additional Collateral account it rnust follow the procedure below. 
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A transfer of cash collateral from the Additional Collateral account to the Client account 
must be completed within 1 hour of the SCM's request to the Clearing House that it 
intends to transfer Additional Collateral cash excess to its Client account by completing the 
Additional Collateral Cash Excess Transfer Form (Appendix 2C.G) 

In the event that an SCM does not meet its requirement to provide the Clearing House with 
an executed Additional Collateral Cash Excess Transfer From within 1 hour of notifying the 
Clearing House of its intention to transfer cash collateral, the Clearing House may as 1ts 
discretion issue a PPS call to cover the requirement in cash, in the appropriate currency, 
or impose penally charges. 

An SCM may also transfer cash collateral from its Client account to its Additional Collateral 
account by completing an Additional Collateral Account Cash Transfer Form (Appendix 
2C.G). 

An SCM must submit an P.dditional Collateral Account Spreadsheet to the Clearing House 
whenever transfers are made from/to the Additional Collateral account. 

2C.9.3 Alternative Intra-Day Non-Cash Collateralisation Methods 

2C.9.3.1 An SCM may choose not to cover its intra-day margin calls with cash collateral. 
In such a case, an SCM may choose from one or more of the following three 
methods: 

1. Deposit intra-day non-cash collateral into the Client account, 

2. Transfer House non-cash excess from the House account to the Client 
account; 

3 Transfer Client non-cash excess deposited in the Additional Collateral 
account to the Client account 

2C.9 3.2 Method 1 -Deposit lntraday Non-Cash Collateral 

An SCM may choose to lodge non-cash collateral to cover any intra-day margin call for 
their Client account 

In the event that an SCM notifies the Clearing House that it wishes to meet Its intra-day 
margin call, or part of 1ts Intra-day margin call, by d~positing non-cash collateral il must 
follow the procedure below; 

Within 30 minutes of the SCM's notification of its intention to deposit non-cash collateral it 
must: 

(a) complete the Intra-Day Collateral Lodgement Form and provide a copy to 
the Clearing House (Appendix 2C.B); 

(b) input instructions for matching with the relevant Custodian account. 

Any lodgement of non-cash collateral must be settled in the Clearing House's account at 
the relevant Custodian within 1 hour of the SCM's notification to the Clearing House of its 
intention to lodge non-cash collateral. 

The Clearing House will charge accommodation fees as notified to SCMs for any non-cash 
collateral lodged as intra-day Aovui'Collateral (see section 3 of the Clearing House 
Procedures), This charge will be invoiced to SCMs separately from the standard monthly 
interest and accommodation charge statement. 
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In the event that non-cash collateral is not settled in the Clearing House's account within 1 
hour of the SCM notifying the Clearing House of its intention to lodge non-cash collateral, 
the Clearing House may at its discretion issue a PPS call to cover the intra-day 
requirement in cash, in the appropriate currency, or impose penalty charges. 

When an SCM lodges non-cash collateral, the Clearing House will issue the SCM w1th a 
collateral lodgement reference number 

2C.9.3.3 Method 2- Transfer Non-Cash House Excess 

An SCM may choose to utilise any excess non-cash collateral held in its House account to 
cover an intra-day margin call on its Client account. 

In the event that an SCM notifies the Clearing House that it wishes to meet its intra-day 
margin call, or part of its Intra-day margin call, by transferring excess non-cash collateral 
from its House account it must follow the procedure below: 

A transfer of excess non-cash collateral from the House account to the Client account 
must be completed within 1 hour of the SCM's request to t11e Clearing House that it 
intends to transfer House excess to its Client account by completing the House Excess 
Transfer Form (Appendix 2C.C). 

The House Excess Transfer Form submitted by the SCM to the Clearing House must 
contain the collateral lodgement reference number as provided by the Clearing House to 
the SCM at the time the non-cash collateral was lodged. 

In the event that an SCM transfers non-cash collateral to its Client account, the Clearing 
House will apply accommodation charges for any non-cash collateral lodged as intra-day 
cevefCol!ateral. This charge will be invoiced to members separately from the standard 
monthly interest and accommodation charge statement. 

In the event that an SCM does not fulfil its requirement to provide the Clearing House with 
an executed House Excess Transfer Form within 1 hour of notifying the Clearing House of 
its intention to transfer non-cash conateral, the Clearing House may at its discretion issue 
a PPS call to cover the requirement in cash. in the appropriate currency. or Impose penalty 
charges. 

Transfers from the Client Account to the House account are not permitted under any 
circumstances. 

2C.9.3.4 Method 3 -Transfer Non~Cash Collateral deposited in the Additional Collateral 
Account 

An SCM may choose to transfer non-cash collateral held in its Additional Collateral 
account in respect of a SwapCiear Clearing Client to cover any intra~day margin call on its 
Client account. 

In the event that an SCM notifies the Clearing House that it wishes to meet its intra-day 
margin call, or part of its intra-day margin call. by transferring non-cash n1arwnCollaleral 
held in its Additional Collateral account it must follow the procedure below: 

Within 30 minutes of the SCM's notification of its intention to transfer non-cash collateral 
from the Additional Collateral Account: 

(a) submit an Additional Collateral Account Non-Cash Transfer Form 
(AppendiX 2C.F); 
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2C.10 

2C.10.1 

(b) provide the Clearing House with a revised Additional Collateral Account 
Spreadsheet (Appendix 2C.H) that takes into account the transfer from 
the Additional Collateral-account to the Client account 

The Clearing House will apply accommodation charges for any Non-cash collateral lodged 
as intra-day sevel'CQJlateral (see section 3 of the Clearing House Procedures). This 
charge will be invoiced to members separately from the monthly interest and 
accommodation charge statement. 

If an SCM does not fulfil its requirement to provide the Clearing House with an executed 
Additional Collateral Account Non-Cash Transfer Form within 1 hour of the SCM's 
notification to the Clearing House that it wishes to transfer non-cash collateral from the 
Additional Collateral account, the Clearing House may at its discre1ion issue a PPS call to 
cover the margin requirement in cash, in the appropriate currency, or impose penalty 
charges. 

An SCM may also transfer non-cash collateral from its Client account to its Additional 
Collateral account by completing an Additional Collateral Account Transfer Form, 

All Additional Collateral Account Non-Cash Transfer Forms submitted by the SCM to the 
Clearing House must contain the collateral lodgement reference number as provided by 
the Clearing House to the SCM at the time the non-cash collateral was initially lodged. 

An SCM must submit an Additional Collateral Account Spreadsheet to the Clearing House 
whenever transfers are made from/to the Additional Collateral account. 

TRANSFER OF SWAPCLEAR CONTRACTS BETWEEN CLIENT ACCOUNTS 
AND PROPRIETARY ACCOUNTS 

If at any time an early termination date (howsoever described) occurs in 
respect of one or more of the transactions between a SwapCiear Clearing 
Member and a SwapCiear Clearing Client in respect of which such 
SwapCiear Clearing Member is a party to Related SwapCiear Contracts and, 
at the time of such early termination date, the relevant SwapCiear Clearing 
Member is not a Defaulting SCM, the relevant SwapCiear Clearing Member 
may instruct the Clearing House to transfer the relevant Related SwapCiear 
Contracts from its client account to its Proprietary Account. 

For the purposes of this section 2C.10.1 a "Related SwapCiear Contract" means, in 
respect of a transaction between a SwapCiear Clearing Member and a SwapCiear 
Clearing Client which has been terminated on an early termination date, the open position 
represented by the SwapCiear Contract entered into with the Clearing House by such 
SwapCiear Clearing Member on behalf of the relevant SwapClear Clearing Client on equal 
and opposite terms to such transaction. 

A transfer pursuant to this section 2C.10.1 will be subject to receipt by the Clearing House 
of the following: 

(a} a copy of the notice from the refevant SwapCiear Clearing Member to the 
relevant SwapCiear Clearing Client designating the relevant early 
termination date or, if such early termination date has occurred 
automatically, evidence of the relevant event of default or termination 
event; 

{b) a copy of a notice served by the relevant SwapCiear Clearing Member on 
the relevant SwapCiear Clearing Client alerting that SwapCiear Clearing 
Client of its intention to request a transfer of the relevant Related 
SwapCiear Contracts pursuant to this section 2C.1 o: and 
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(c) an indemnity from the relevant SwapCiear Clearing Member in a form 
suitable to the Clearing House 

The Clearing House will usually arrange a transfer of Related SwapClear 
Contracts within 24 hours of receipt (to the extent applicable) of the 
documents listed in paragraphs (a) to (c) above, unless such transfer is 
contested by the relevant SwapCiear Clearing Client. 

2C.10.2 In any other circumstance not covered by 2C.10.1, a SwapCiear Clearing 
Member may only instruct the Clearing House to transfer a SwapCiear 
Contract from its client account to its Proprietary Account In circumstances 
where the Clearing House has received from the SwapCiear Clearing 
Member: 

(a) evidence of the relevant SwapCiear Clearing Client's consent to such 
transfer in a form suitable to the Clearing House; and 

(b) an indemnity in a form suitable to the Clearing House. 

The Clear"lng House will usually arrange a transfer of any SwapCiear Contract to be 
transferred pursuant to this 2C.10.2 within 24 hours of receipt (to the extent applicable} of 
the documents listed In paragraphs (a) and (b) above, unless such transfer is contested by 
the relevant SwapCiear Clearing Client. 

2C.10.3 In the event that all of the SwapCiear Contracts entered Into by a· SwapCiear 
Clearing Member on behalf of a SwapCiear Clearing Client are: 

2C.11 

2C.1·1.1 

(a) Related SwapCiear Contracts transferred in accordance with section 
2C.10.1; or 

(b) transferred pursuant to section 2C.1 0.2, 

the relevant SwapCiear Clearing Member shalf be entitled to any collateral lodged in the 
Additional Collateral Account with the Clearing House and held in respect of the relevant 
SwapCiear Clearing Client. 

POSITION TRANSFERS 

The SwapCiear Clearing System provides functionality for transfer of positions between 
SCMs. Other than transfers conducted pursuant to Regulation 52C and Procedure 
2C.15.5, an SCM who Wishes to effect a position transfer to another SCM should contact 
the Clearing House Risk Management Department. 

SwapCiear Dealers who wish to change their SCM will be required to execute a new 
SwapCiear Dealer Clearing Agreement with their intended new SCM. The Clearing House 
will, if all parties are in agreement, effect a transfer of positions from one SCM to the other. 

Other than in respect of a transfer to a Backup SwapCiear .Clearing Member following a 
default of their existing SwapCiear Clearing Member, transfers will only be effected once 
adequate Gaver·C.cJiale,Laj (which, In the case of transfers conducted pursuant to 
Regulation 52C(b), may include ~ssociated AcGoun!-- ,b,.<..;.f..els~~~~ has 
been provided by both parties to the transfer. 

legal Documentation 
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The Clearing House will provide standard legal documentation for the transfer of positions. 
The transfer must be authorised by both parties and by individuals with appropriate signing 
authority. 

2C. 11 2 Position Transfer Notice Period 

2C.12 

2C.13 

2C.14 

2C.14.1 

The Clearing House will usually require five business days notice ahead of an intended 
transfer. 

TERMINATION BY AUTOMATED SERVICE 

Termination by automated service is no longer available. SwapCiear Contracts may be 
decleared from SwapCiear in line with section 2C.1 0. In the event that an SCM wishes to 
remove a SwapCiear Contract submitted through the SWIFT trade source it should 
complete a Cleared Trade Removal Agreement as set out in Appendix 2C.M and a 
corresponding Cleared Trade Removal Agreement should also be submitted to the 
Clearing House by the Counterparty SCM (as defined in the Agreement). 

AMENDMENT OF TRADE REFERENCES 

Sometimes SwapCiear Clearing Members wish to change their own trade references 
numbers/codes by which they identify trades registered in the SwapCiear Service. Subject 
to that SwapC!ear Clearing Member meeting all the Clearing House's requirements and 
these Procedures, the Clearing House will, as part of its service to SwapCiear Clearing 
Members, amend its records in order to reflect this change. Such change has no effect 
whatsoever on the terms of any registered SwapCiear contract or any other obligations of 
the SCMs party to those contracts. 

TRADE REFERENCE AMENDMENT REQUEST FORM 

The Clearing House requires a completed Trade Amendment Request Form (in the form 
prescribed by the Clearing House) to be submitted by any SwapCiear Clearing Member 
wishing to amend a trade reference. The form must be signed by two persons from within 
the SwapCiear Clearing Member with appropriate signing authority and must set out the 
required full details of each registered trade in respect of which the SwapCiear Clearing 
Member wishes to change its trade reference. Evidence of such signing authority may be 
required by the Clearing House. All parts of the form must be properly and fully 
completed, including the requested date tor trade reference amendment, and, in respect of 
each trade identified therein, details of the current trade reference and the new trade 
reference and the Clearing House trade reference number. 

The requested date for trade reference amendment must be no earlier than two business 
days ("the Trade Reference Amendment Notice Period"} after the date upon which the 
form is received by the Clearing House. While the Clearing House will do what ll 
reasonably can to meet the requested date for the amendment it cannot promise to do so. 
The date for the amendment in the Clearing House's records and SwapCiear clearing 
system is a matter entirely within the discretion of the Clearing House and SCMs will be 
advised in due course of the date set by the Clearing House. 

Multi-trade Amendments 

If a SwapCiear Clearing Member requests amendment to several trades il must (in 
addition to the hard copy Trade Reference Amendment Request Form} provide to the 
Clearing House an electronic text file containing all the relevant details required by the 
Trade Reference Amendment Request Form. De-tail of the required formats of the file can 
be obtained from SwapCiear Operations (Tel: +44 (0) 20 7426 7697). If the file is not 
submitted in the correct format and containing all the required details, the request for 
deletion will be rejected by the Clearing House and the SwapCiear Clearing Member 
advised accordingly. 
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2C.14.2 Processing 

The Clearing House will usually agree to process any request for amendment of trade 
reference properly submitted; however the Clearing House will reject any such request if: 

(a) lt is not made in accordance with these Procedures; 

(b} any trade reference notified to the Clearing House in the Trade Reference 
Amendment Request Form does not match the SwapClear Clearing 
Member trade reference which the Clearing House has recorded; 

(c) any the Clearing House trade reference number notified in the Trade; 

(d) Reference Amendment Request Form does not refer to a trade registered 
in the SwapCiear clearing system; 

(e) any trade referred to in the Trade Reference Amendment Request Form 
Is not already registered in the SwapCiear Clearing system or is not 
recorded by the Clearing House against the SIC code of the SwapCiear 
Clearing Member requesting the amendment; 

(f) it would not be practical in all the circumstances or would put the Clearing 
House to unacceptable cost if the Clearing House were to make the 
requested amendments or the Clearing House forms the view that to do 
so would adversely affect its risk. 

Following notification of agreement to make the requested amendments, the Clearing 
House will use its reasonable endeavours to process the amendments on the anticipated 
date of amendments; if, for whatever reason the Clearing House is unable to do so, it will 
notify the SwapCiear Clearing Member and process the amendment as soon as 
reasonably practicable thereafter. 

After close of business of the day of processing, the Clearing House will produce a report 
setting out details of the time and date that it has amended its records in accordance with 
the request, details of the old and new SwapCiear Clearing Member trade references and 
the status of the amendment in respect of each trade set out In the Trade Reference 
Amendment Request- namely "amended" or "rejected". All records of the Clearing House 
and data held in the SwapCiear clearing system will then be updated overnight following 
the close of business on that day. 

2C.14.3 Legal Documentation 

The Clearing House will provide the requesting SwapCiear Clearing Member with legal 
documentation in Clearing House standard form for that SwapCiear Clearing Member to 
sign. No trade reference will be amended unless such documentation is completed and 
signed. The documentation must be signed by a person within the SCM with appropriate 
signing authority. Evidence of such authority may be required by the Clearing House. No 
amendment to such documentation will be accepted by the Clearing House. 

2C.14.4 Notification 

Subject to the requesting SwapCiear Clearing Member meeting all the Clearing House's 
requirements (including completion and submission of all documentation and such other 
additional requirements as the Clearing House may be set by the Clearing House in its 
discretion), the Clearing House will notify the SwapCiear Clearing Member of 1ts 
agreement to the amendment of its records of the SwapCiear Clearing Member's trade 
reference in respect of the trades identified in the Trade Reference Amendment Request 
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2C.15 

2C.15.1 

Form, and advise of the anticipated date of amendment ("the anticipated date of 
amendment"). 

SWAPCLEAR CLIENT CLEARING 

SwapCiear Client Clearing allows a SwapCiear Clearing Member to provide certain 
clearing services to SwapCiear Clearing Clients. 

Deed of Assignment 

Unless otherwise specified by the Clearing House, SwapCiear Clearing Members and 
SwapCiear Clearing Clients must enter into a Deed of Assignment with the Clearing House 
before such SwapCiear Clearing Members provide clearing services to SwapCiear 
Clearing Clients. The deed of assignment must be executed substantially in the form set 
out in Appendix 2C.I. 

A slightly amended Deed of Assignment is required for SwapCiear Clearing Members 
incorporated in Ireland and Is available from the Clearing House's Membership 
Department (membershipteam@!chclearnet.com). 

As an alternative to entering an individual Deed of Assignment with each SCM and their 
individual SwapCiear Clearing Client, the Clearing House also operates a Security Trustee 
Model whereby the Clearing House holds those assets assigned under the Deed of 
Assignment on trust for SwapCiear Clearing Clients. The Security Trustee Model Deed of 
Assignment is shown at Appendix 2C.J. Further details are available from the Clearing 
House's Membership Department (membershipteam@lchclearnet.com). 

The Security Trustee Deed of Assi_gnment is currently only available to UK incorporated 
SwapCiear Clearing Members and UK branches of overseas incorporated SwapCiear 
Clearing Members. 

2C.15.2 Prescribed language 

Pursuant to the Clearing House's General Regulations, each SwapCiear Clearing Member 
Is required to ehsure that it Includes certain language in its agreement with its SwapCiear 
Clearing Clien1 (the ·clearing House Prescribed Language"). The Clearing House 
Prescribed Language is shown at Appendix 2C.L. 

2C.15.3 Other legal Documentation 

2C.15.3.1 From time to time, the Clearing House may make available on its website 
template documents that a SwapCiear Clearing Member and a SwapCiear 
Clearing Client may find useful when agreeing the terms between them for the 
provision of clearing services by such SwapCiear Clearing Member to a 
SwapCiear Clearing Client. The Clearing House makes no representations in 
respect of any documentation, including without limitation, those provided by the 
Clearing House or otherwise. 

SwapCiear Clearing Clients should. of course, make their own independent decisions in 
relation to the SwapCiear Client Clearing Service based upon their own judgmen1 and 
upon such advice frorn such advisers as those clients deem necessary. 

SwapCiear Clearing Clients' attention is drawn to the SwapCiear Clearing End-User Notice 
which is published on the Clearing House's website 
(http:l/www.lchcleamet.com/swaps/swapclear for clients/default.asp) 

2C'rc~hi~-Certain template versions of client clearing documentation are made 
available on the Clearing House's website. 
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2C.15.4 Withholding Taxes 

Please note that where SCMs are not beneficially entitled to securities that they lodge with 
the Clearing House as non-cash collateral, the Clearing House may require certain tax 
documents from the relevant beneficial owner of such securities (see section 4 of the LCH 
procedures). 

2C.15.5 Transfer of SwapCfear Contracts held by a Carrying Clearing Member on 
behalf of SwapCiear Clearing Clients 

In certain circumstances, the Clearing House Will transfer SwapCiear Contracts registered 
with a Carrying Clearing Member on behalf of a SwapCiear Clearing Client from such 
Carrying Clearing Member to a Receiving Clearing Member on behalf of a SwapCiear 
Clearing Client, pursuant to Regulation 52(C). 

2C.15.5.1 Partial Transfers 

Where, pursuant to paragraph (d) of Regulation 52C, a Receiving Clearing Member 
wishes, on behalf of (I) an Individual Segregated Account Clearing Client to receive a 
transfer of a portion of such SwapCiear Clearing Client's portfolio of SwapCiear Contracts 
held with a Carrying Clearing Member; or (i) an Omnibus Net Segregated Clearing Client 
to receive a transfer of some of all of such SwapCiear Clearing Client's portfolio of 
SwapCiear Contracts held with a Carrying Clearing Member, it shall provide the Clearing 
House with a SwapCiear Clearing Client Partial Transfer Form (see Appendix 2C.K1), 
signed by or on behalf of the relevant SwapClear Clearing Client. Such form shall list all of 
the Relevant SwapCiear Contracts that are to be transferred pursuant to this Procedure. 
Following receipt of a SwapCiear Clearing Client Partial Transfer Form. the Clearing 
House shall notify the Carrying Clearing Member that a request has been received to 
transfer SwapCiear Contracts. All partial transfers shall take place in accordance with the 
timing and notice requirements set out in Procedure 2C.15.5.4. In the event that such 
timing and notice requirements are not complied with, and unless agreed otherwise 
between the Clearing House and the relevant Clearing Members, the relevant partial 
transfer shall not take effect. 

In the event that any of the conditions set forth in paragraph (d) of Regulation 52C are not 
satisfied, including where the Carrying Clearing Member notifies the Clearing House that 
certain of the conditions have not been satisfied using the Carrying Member Response 
Form, the Clearing House shall not proceed with the transfer of the Relevant SwapCiear 
Contracts and shall promptly notify the Receiving Clearing Member of such outcome. If the 
Receiving Clearing Member wishes to proceed with such transfer, it shall be required to 
submit a new request to transfer in accordance with these Procedures. 

2C.15.6.2 Full Transfers 

Where. pursuant to: (i) paragraph (b) of Regulation 52C. a Receiving Clearing Member 
wishes, on behalf of an Individual Segregated Account Clearing Client to receive a transfer 
of all of the SwapCiear Contracts registered In the Individual Segregated Account of such 
Individual Segregated Account Clearing Client with a Carrying Clearing Member; or (ii) 
paragraph (c) of Regulation 52C, a Receiving Clearing Member wishes, on behalf of each 
Omnibus Net Segregated Clearing Client on behalf of whom the same Omnibus Net 
Segregated Account is held by a Carrying Clearing Member to receive a transfer of all of 
the SwapCiear Contracts held In such Omnibus Net Segregated Account, such Receiving 
Clearing Member shall provide the Clearing House with a SwapCiear Clearing Client Full 
Transfer Form {see Appendix 2C.K.2), In respect of (and signed by or on behalf of) each 
SwapCiear Clearing Client on behalf of whom the relevant transfer would be made. Each 
such form shall confirm that all SwapCiear Contracts attributable to the applicable 
SwapCiear Clearing Client shall be transferred pursuant to this Procedure. Where a 
Receiving Clearing Member submits a SwapClear Clearing Client Full Transfer Form, it 
must confirm whethe" or not the SwapCiear Clearing Client(§). also winhefi lp-lra t~::(N 
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AsseGiRie(~ Ar.ceunhL\ssel-&--iiHespeGt-Gf-the AcOOl iHt 1\M..ek> n! the- felevant-, wnpGINU 
GleaFiAg-Giienlwjsh(esl to transfer tne 8 ssociated Collateral Balance. Following receipt of 
a SwapCiear Clearing Client Full Transfer Form, the Clearing House shall notify the 
Carrying Clearing Member that a request has been received to transfer SWapCiear 
Contracts. All full transfers shall take place in accordance with the timing and notice 
requirements set out in Procedure 2C.15.5.4. In the event that such timing and notice 
requirements are not complied with, and unless agreed otherwise between the Clearing 
House and the relevant Clearing Members, the relevant transfer shall not take effect. 

In the event that any of the conditions set forth in Regulation 52C(b) are not satisfied, 
including where the Carrying Clearing Member notifies the Clearing House that certain 
conditions have not been satisfied using the Carrying Member Response Form, the 
Clearing House shall not proceed with the transfer of the Relevant SwapCiear Contracts or 
the transfer of ~ssociated AI7Go~mi-As~t.s~al ~ (when applicable) and 
shall promptly notify the Receiving Clearing Member of such outcome. If the Receiving 
Clearing Member wishes to proceed With such transfer or any other transfer of the 
Relevant SwapCiear Contracts of the SwapCiear Clearing Clients referred to In (I) or (ii} in 
the preceding paragraph, it shall be required to submit a new request to transfer in 
accordance with these Procedures. 

Following receipt by the Carrying Clearing Member of the notice that a SwapCiear 
Clearing Client Full Transfer Form has been received, the Carrying Clearing Member shall 
not be permitted to submit additional SwapCtear Contracts on behalf of the SwapCiear 
Clearing Clients whose SwapCiear Contracts are to be subject to transfer during the 
period commencing at the end of the SwapCiear service operating hours on the day on 
which the relevant SWapCiear Clearing Member received such notice and ending at the 
time at which the relevant transfer (including the transfer of the relevant Associated 
AG<Juunt A~set"SCQ)Iateral Balanc~. if applicable} is actually effected, fails or is rejected in 
accordance with Regulation 52C and these Procedures. 

2C.15.5.3 Collateral Transfers 

Where a Receiving Clearlng Member notifies the Clearing House that a SwapCiear 
Clearing Client wishes to transfer ~ssociated Assel:ffil Af,.t;,t)fs-iH-respoc~-o~-ils-Aoootml 
AsselSCollateral Balance from the Carrying Clearing Member to the Receiving Clearing 
Member, the Clearing House shall notify the Carrying Clearing Member of such request in 
accordance with the timetable below. 

Following such notification, the Carrying Clearing Member shall confirm to the Clearing 
House (using the Carrying Member Response form at Appendix 2C.K.3) which as.se.ts 
compdse the Associated AsGeunt A&&els-amCOllate.ral Balance attributable to the 
SwapCiear Clearing Client(s) and the Relevant SwapCiear Contracts. In the event that the 
Carrying Clearing Member fails to do so in accordance wi th the timetable below, the 
Clearing House shall determine (in its sole discretion) the Associated ,ti.(;'.CHHFI{ 4sot~; th::~1 
areCollaterat 6alam;~ to be transferred from the Carrying Clearing Member's client 
account with LCH. The Clearing House shall notify the Carrying Clearing Member and the 
Receiving Clearing Member of ~1:\e~ Associated /\G6aw'lt-Assel&Collateral a.alallidi that 
will be transferred in accordance with the timetable below. Following receipt of such 
notification by the Clearing House, the Receiving Clearing Member may elect to reject the 
transfer of some or all of the relevant Associated /\Gcaunl Assel:s{&Jiateral ,ealance in 
accordance with paragraph (e) of Regulation 52C. The Clearing House shall transfer the 
Associated 1-\CGOUAI-A·sse.t-s~ollgteral Balance that l'la veb.a~ been identified to and 
consented by the Receiving Clearing Member, In the event that, for whatever reason, the 
Clearing House is unable to transfer such Associated />,c3f:el:t~lt-A-swl-~>C.Ql!il!erat Balance, 
the Clearing House will not proceed with the transfer of the Relevant SwapCiear 
Contracts. 

In the event that any of the conditions set forth In Regulation 52(b) or 52C{c) (as 
applicable} are not satisfied, Including where the Carrying Clearing Member notifies the 
Clearing House that certain conditions have not been satisfied using the Carrying Member 
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Response Form, such that the related SwapCiear Contracts will not be transferred, the 
Clearing House shall not proceed with the transfer of the relevant Associated .l\.GGOIIOI 
Af,setsQ.Qlla1eral §alagce. 

In the event that the Clearing House transfers ~ssociated A6sel:ll~~6ls.Gollaterat 
Balance pursuant to these Procedures and the General Regulations, it will also transfer 
the aggregate_D.alance held in resp§ct of variation margin and next day settlement 
coupons and fees associated with the transferring Relevant SwapCiear Contracts. 

2C. 15.5.4 Timetable for SwapCiear Clearing Client Transfer 

nme Partial Transfer Full Transfer (with Full Iransfer (without 
collateral) collateral} 

(all references 
below are to 
London Time) 

Day 0; 17:00 Deadline for. receipt from Deadline for receipt Deadline for receipt 
Receiving Clearing from Receiving from Receiving 
Member of SwapCiear Clearing Member of Clearing Member of 
Clearing Client Partial SwapCiear Clearing SwapCiear Clearing 
Transfer Form. Client Full Transfer Client Full Transfer 

Form and confirmation Form. 
that Associated 
Asse~:JAI-I\&sal-6 

areCgllatecal Ba!ggce 
!§. to be transferred. 

Day 0: 19:00 Deadline for Clearing Deadline for Clearing Deadline for Clearing 
House to notify Carrying House to notify House to notify 
Clearing Member of Carrying Clearing Carrying Clearing 
receipt by Clearing Member of receipt by Member of receipt by 
House of SWapCiear Clearing House of Clearing House of 
Clearing Client Partial SwapCiear Clearing SwapCiear Clearing 
Transfer Form. Client Full Transfer Client Full Transfer 

Form. Form. 

Day 1: 10:00 Deadline for: (I) Deadline for: (i) Deadline for: (i) 
notification by the notification by the notification by the 
Clearing House to the Clearing House to the Clearing House to 
Carrying Clearing Carrying Clearing the Carrying Clearing 
Member and the Member and the Member and the 
Receiving Clearing Receiving Clearing Receiving Clearing 
Member that it intends Member that it intends Member that it 
to transfer the Relevant to transfer the intends to transfer 
SwapCiear Contracts of Relevant SwapCiear the Relevant 
the relevant SwapCiear Contracts of the SwapCiear Contracts 
Clearing Client pursuant relevant SwapCiear of the relevant 
to a request from the Clearing Client SwapCiear Clearing 
Receiving Clearing pursuant to a request Client pursuant to a 
Member; and (ii) from the Receiving request from the 
provision by the Clearing Member; and Receiving Clearing 
Clearing House of (II) provision of details Member; and (ii) 
details to the Carrying to the Carrying provision of details to 
Clearing Member and Clearing Member and the Carrying Clearing 
the Receiving Clearing the Receiving Clearing Member and the 
Member of the Relevant Member of the Receiving Clearing 
SwapCiear Contracts to Relevant SwapCiear Member of the 
be transferred. Contracts to be Relevant SwapCiear 

transferred. Contracts to be 
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Time Partial Transfer Full Transfer (with Full Transfer {without 
collateral) collateral) 

(an references 
below are to 
Londonnme) 

transferred. 

Day 2: 12:00 Deadline for notification Deadline for Deadline for 
(if any) from Carrying notification (if any) notification (if any) 
Clearing Member that it from Carrying Clearing from Carrying 
is rejecting the transfer Member that it is Clearing Member 
(In accordance with rejecting the transfer that it is rejecting the 
Regulation 52C{d)(v)). (in accordance with transfer (in 

Regulation 52C(b)(v} accordance with 
or 52C(c)(v) (as Regulation 52C(b)(v} 
applicable)). or (c)(v) (as 

applicable)) . 

Deadline for 
confirmation from 
Carrying Clearing 
Member of the 
Associated A<.<;OI rn l 
Asse 1-&CQIIateraJ 
~e which <'ffn~ 
available to be 
transferred to the 
Receiving Clearing 
Member. 

Day 2: 12:00 LCH notifies the 
to 14:00 Receiving Clearing 

Member of the 
Associated AGGOliAI 

AG&ct£.G.oJlaleral 
!3~~ that would be 
transferred. 

Day 2: 17:00 Deadline for receipt by Deadline for receipt by Deadline for receipt 
the Clearing House of the Clearing House of by the Clearing 
consent to transfer of consent to transfer of House of consent to 
the Relevant SwapCfear the Relevant transfer of the 
Contracts from the SwapCiear Contracts Relevant SwapCiear 
Receiving Clearing and (if applicable) Contracts from the 
Member. some or all of the Receiving Clearing 

Associated Ascol~HI Member. 
Asr,ei<>Collateral 
fullap.,c_e. from the 
Receiving Clearing 
Member. 

Day 3:08:00 Target deadline for Target deadline for Target deadline for 
notification by Clearing notification by Clearing notification by 
House to the Carrying House to the Clearing House to 
Clearing Member andfor Receiving Clearing the Receiving 
the Receiving Clearing Member of whether Clearing Member of 
Member of whether any any additional whether any 
additional ooverCQ11ale.r.al is additional 
sovc•"C.ollateral is required to enable the GOVt:r:CQ.lla.lml is 
required to enable the transfer. required to enable 
transfer. the transfer. 
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2C.16 

2C.17 

2C.17.1 

Time Partial Transfer Full Transfer (with Full Transfer (without 
collateral) collateral) 

{all references 
below are to 
london Time) 

Day 3:09:00 Deadline for receipt by Deadline for receipt by Deadline for receipt 
Clearing House of any Clearing House of any by Clearing House of 
additional additional any additional 
I:GverGallateral from the oove~Collatet:at from GeVerC.QllaleraJ from 
Carrying Clearing the Receiving Clearing the Receiving 
Member and/or the Member required to Clearing Member 
Receiving Clearing enable the transfer. required to enable 
Member required to the transfer. 
enable the transfer. 

Day 3: 09:00 Clearing House Clearing House Clearing House 
transfers the Relevant transfers the Relevant transfers the 
SwapCiear Contracts. SwapCiear Contracts Relevant SwapCiear 

and (if applicable) Contracts. 
some or all of the 
Associated /\cco1 1111 

Asscl&,CQJ!aleraJ 
eii! l !i!oc~. 

The timings and processes listed in the table above may be amended from time to time by 
the Clearing House in its full discretion via Member Circular. 

EARLY TERMINATION EVENTS 

SwapCiear Clearing Members using MarkitWire, Tradeweb and Bloomberg may, if they so 
wish, use the Early Termination Provision FpML block to include details of any terms 
relating to optional early termination agreed between the parties to that SwapCiear 
Transaction. 

The Clearing House has agreed, in order to assist SwapCiear Clearing Members, that 
SwapCiear Clearing Members may use these fields for their own administrative 
convenience as a record of a term of the underlying SwapCiear Transaction between 
them. but any data populating these fields will not under any circumstances constitute any 
part of or any term of the SwapCiear Contracts which arise between the Clearing House 
and the SCMs in whose name such trades are registered. SCMs have no right to elect 
early termination of any SWapCiear Contract. The full terms of any such SwapCiear 
Contract are as set ou1 in Part A of the Schedule to the SwapCiear Regulations. 

The Clearing House does not store or record any data populating these fields or blocks or 
any other fields or blocks in the trade confirmation message which are ignored by the 
SwapCiear system (see Information documents provided by SwapCiear entitled: 

"The FpML Validation Rules for SwapCJear•. 

TERMINATION OF SWAPCLEAR CLEARING MEMBER AND SWAPCLEAR 
DEALER STATUS 

Termination of SwapCiear Clearing Member Status 

Clearing Members should contact the Clearing House Membership Department (+44 (0)20 
7426 7949; membership@lchclearnel.com) for details of how to resign from the 
SwapCiear service. 
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2C.17.2 Termination of SwapCiear Dealer status 

2C,18 

2C.19 

The SwapCJear Dealer Agreement sets out how that relationship may be terminated. 

In particular, a SwapCiear Dealer may terminate the agreement by giving no less than 
twenty one (21) days' written notice in the same terms to the SCM and to the Clearing 
House. Before the expiry of such twenty one (21) days (the "Term ination Date"), the 
Clearing House Will notify all SwapCiear Clearing Members and SwapCiear Dealers that 
the relevant SO is no longer able, from such Termination Date to submit SwapCiear 
Transactions for registration. It may only resume registration of SwapCiear Transactions if 
it enters into another SwapCiear Dealer Clearing Agreement and resumes its place in the 
Register of SwapCiear Dealers. The Clearing House may give such notification by letter. 
email, fax, internet or telephone. 

An SCM may terminate the agreement, Inter alia, at any time by giving written notice to the 
SO and to the Clearing House in accordance with the provisions of the agreement. 
Following receipt of that notice, the Clearing House will confirm receipt to the SCM and SO 
and such termination will become effective 3 hours after the Clearing House's confirmation 
has been sent out. Confirmation may be given by the Clearing House by letter, email, fax, 
Internet or telephone. Where notice is given to the Clearing House on a day which Is not a 
business day for the SwapCiear Service, It will become effective three (3) hours after the 
commencement of the SwapCiear Service on the next following business day. 

Following the receipt of a notice to terminate given by the SCM, the Clearing House will 
notify all SwapCiear Clearing Members and SwapCiear Dealers that the relevant SO is no 
longer able to submit SwapCiear Transactions for registration until that SO enters into 
another SwapCiear Dealer Clearing Agreement and resumes its place in the Register of 
SwapCiear Dealers. 

PAYMENT OF STAMP TAX 

Each SwapCiear Clearing Member shall pay any Stamp Tax or duty levied or imposed 
upon It or In respect of its execution or performance of the Clearing Membership 
Agreement, the Regulations and the Procedures {including any registration of a 
SwapCiear Contract) by a jurisdiction in which it is incorporated, organised, managed and 
controlled, or considered to have Its seat, or in which a branch or office through which it is 
acting is located ("Stamp Tax Jurisdiction'') or by any other jurisdiction and shall indemnify 
the Clearing House against any Stamp Tax or duty levied or imposed upon the Clearing 
House or in respect of the Clearing House's execution or performance of the Clearing 
Membership Agreement, the Regulations and the Procedures (including any registration of 
a SwapCiear Contract) by any such Stamp Tax Jurisdiction or by any other jurisdiction. 

SECTION 168, FINANCE ACT 1994 

Under section 696 Corporation Tax Act 2009 ("CT A 2009''), net payments In relation to 
certain derivative contracts (as defined in Section 576 CTA 2009) by any company 
(company "A") to a non-UK resident are denied UK tax relief unless one or more of the 
following conditions in section 697 CT A 2009 are met: 

Company A is a banK, building society, financial trader or recognised clearing house acting 
as principal who has entered into the qualifying contract for the purposes of a UK trade, 

The non-UK resident holds the qualifying contract (as principal) for the purposes of its UK 
trade. 

A double tax treaty, that makes provision for Interest, Is in force between the UK and the 
counlry of residence of the non-UK resident (or, if different, the country of residence of the 
beneficial counterparty to the contract), 
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2C.20 

2C.20.1 

The Clearing House Is considered a "recognised clearing house" as defined in section 285 
of'FSMA 2000. 

Any contract which would otherwise fall within section 696 CT A 2009 must not be 
submitted to the Clearing House for clearing nor should any SwapCiear Clearing Member 
knowingly permit any such contract to be submitted . Should this occur the SwapCiear 
Clearing Member in whose name the contract is to be or has been registered must 
promptly notify the Clearing House and, in any event, within 30 days of that Clearing 
Member becoming aware of the situation. Having investigated the circumstances, the 
Clearing House has an obligation to notify the HM Revenue & Customs of the event and 
the Clearing House may in its absolute discretion suspend any SwapCiear Dealer 
submitting such a contract for registration for the Register of SwapCiear Dealers. The 
Clearing House may also in its absolute discretion take such action in respect of the 
SwapCiear Clearing Member as It deems fit in accordance with the Regulations. The 
SwapCiear Clearing Member shall indemnify the Clearing House against any Corporation 
Tax or any other tax levied or imposed upon the Clearing House in respect of any such 
contract. and any other costs and expenses incurred by the Clearing House in connection 
therewith. 

If in doubt, Clearing Members should consult their professional advisers as to the potentfal 
application of sections 696 and 697 CT A 2009 to their transaction. 

DEFAULT MANAGEMENT 

Portfolio Splitting 

As part of the SwapCiear DMP. the Clearing House may divide an Auction portfolio into 
two or more individual Auction Portfolios. In circumstances where such portfolio splitting is 
adopted, the Clearing house will, in consultation with the SwapCiear DMG, seek to create: 

(a) one or more individual Sub-portfolios which have comparatively greater 
levels of risk associated with them, thereby isolating such Sub portfolfos 
from those which are more risk neutral; and 

(b) one or more individual Sub portfolios which are more risk neutral. 

2C.20.2 Acceptance of Bids 

In deciding whether to accept a bid, the Clearing House will generally accept lhe best bid 
in respect of any individual Auction. However, the Clearing House is entitled to reject a bid 
in the event that it considers, In Its reasonable discretion that accepting the bid may; 

(a) cause the Clearing House to breach any legal or regulatory requirement 
applicable to it by virtue of its being a Recognised Clearing House or a 
Derivatives Clearing Organization; 

(b) cause the Clearjng House or its membership any reputational harm; 

(c) cause legal action or proceedings to be taken against the Clearing 
House; or 

(d) endanger the Clearing House, any of its clearing members or the financial 
markets in which the Clearing House operates. 

Where the Clearing House receives more than one bid from the same SwapCiear Clearing 
Member and in respect of the same Auction the Clearing House Is entitled to accept the 
last bid received by it in respect of that Auction. Where the Clearing House does not 
receive a bid that was made by a SwapCiear Clearing Member for operational, 
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technological or other similar reasons and as a result of which a bid does not reach the 
Clearing House, the Clearing House will be unable to accept a bid and shall not be liable 
for any failure to accept such bid. 

2C.20.3 Affiliate Bidding 

SwapCiear Clearing Members are entitled to bid for an Auction Portfolio on behalf of an 
affiliated SwapCiear Clearing Member or affiliated FCM Clearing Member. Where a 
SwapCiear Clearing Member makes a bid and that SwapCiear Clearing Member has an 
affiliated SwapCiear Clearing Member or FCM Clearing Member that does not make a bid, 
the Clearing House shall not (unless instructed otherwise in accordance with the 
paragraph below) assume that the bidding SwapCiear Clearing Member has made the 
relevant bid on behalf of a non-bidding, affiliated SwapCfear Clearing Member or affiliated 
FCM Clearing Member. 

A SwapCiear Clearing Member may notify the Clearing House, in advance of an Auction, 
that it wishes to bid on behalf of an affiliated SwapCiear Clearing Member or affiliated FCM 
Clearing Member, Where it Wishes to do so, the SwapCiear Clearing Member should 
contact the Clearing House's Membership Department (tnembership@lohclearnet.com: 
+44 (0)207 426 7949). 

2C.20.4 Backup SwapCiear Clearing Members 

SwapCiear Clearing Members may nominate a Backup SwapCiear Clearing Member In 
respect of a SwapCiear Clearing Client. 

Where a SwapCiear Clearing Member nominates a Backup SwapCiear Clearing Member, 
the Clearing House is entitled; in accordance with the SwapCiear DMP and following the 
default of the relev~nt SwapCiear Clearing Member, to immediately and without notice to 
any person, send details of the Relevant Contracts and Account Balances to that pre
nominated Backup SwapCiear Clearing Member; the Clearing House shall not require 
consent form any person in advance of sending these details. 

Note: Nomination of a Backup Clearing Member does not mean that SwapCiear Contracts 
will always be transferred to that Backup Clearing Member. Porting of SwapCiear 
Contracts, following a SwapCiear Clearing Member's default is always subject to the 
Clearing House's receipt of consent from the relevant Backup SwapCiear Clearing 
Member. 

A SwapCiear Clearing Member that wishes to nominate a Backup SwapCiear Clearing 
Member on behalf of a SwaJ')Ciear Clearing Client should contact the Clearing House's 
Membership Department (membership@lchclearnet.com; +44 (0)207 426 7949). 

2C.20.5 Default Fund: SwapCiear Contributions 

SwapCiear Contributions (as defined In the Default Fund Rules) will be called via PPS on 
the fourth working day of each month or more frequently pursuant to a determinatlbn of the 
SwapCiear Contribution under S2(k) of the Default Fund Rules (each a "SwapClear Reset 
Day"). SwapCiear Contribution requirements will be notified to SwapCiear Clearing 
Members at least two working days prior to each SwapCiear Reset Day on Member 
Intranet Report 000032. 

Excess SwapCiear Contribution amounts due to SwapCiear Clearing Members following 
the adjustment to the SwapCiear Contribution will be repaid to SwapCiear Clearing 
Members' PPS accounts on the SwapCiear Reset Day immediately following the 
adjustment to the SwapClear Contribution. 

Interest on SwapCiear Contributions will be paid to SwapCiear Clearing Members' PPS 
accounts on the first working day after the SwapClear Reset Day following the end of the 
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relevant "fnterest accrual period". Interest is calculated in respect of each "interest accrual 
period", which commences on (and includes) a SwapCiear Reset Day and ends on (and 
includes) the calendar day immediately before the next SwapCiear Reset Day. 
Notwithstanding the preceding paragraphs, if the rate of interest payable on SwapCiear 
Contributions is negative, Jnterest shall be payable by SwapCiear Clearing Members to the 
Clearing House. 

2C.20.6 Quantifying SwapCiear Contributions 

For the purposes of calculating the SwapCiear Margin Weight under Rule S2(c) of the 
SwapCiear Default Fund Supplement. the average dally requirement for initial margin 
applied to an SCM shall be determined by reference to the SwapCie~r Contracts 
comprising the SwapCiear House Business of that SCM only. Nothing In the foregoing 
sentence shall prevent the Clearing House from introducing changes to the methodology 
used for calculating the SwapCiear Margin Weight and, in particular, with effect from 28 
September 2012, the average daily requirement for initial margin applied to an SCM for the 
purposes of such calculation shall be determined by reference to the SwapCiear Contracts 
comprising both the SwapCiear House Business and the SwapCiear Clearing Client 
Business of that SCM. 

2C.20. 7 Outsourcing 

Pursuant to Section 1 (Membership) of the Procedures, an SCM may appoint a third party 
to fulfil one or both of the Clearing House's Membership requirements to: (I) participate in a 
SwapCiear "fire drill" run by the Clearing House; and (ii) participate in the SwapCiear DMP 
operated by the Clearing House. Where an SCM chooses to outsource one or both of 
these functions it must appoint and maintain at least three LCH Approved Outsourcing 
Agents. 

The followin9 entities are eligible for appointment as an LCH Approved Outsourcing Agent; 

(a) a SwapCiear Clearing Member; 

(b) an FCM Clearing Member; 

(c) an FCM Client or SwapCiear Clearing Client; 

(d) any other entity that the Clearing House deems appropriate in its sole 
discretion. 

Where an SCM wishes to appoint a third party to carry out any obligation on its behalf, It 
should contact the Clearing House's Membership Department with the: 

(a) details of the third party entity that the SCM wishes to appoint as an LCH 
Approved Outsourcing Agent. Such information should include details of 
the applicant's regulatory status; 

(b) evidence of the existence of a legally binding agreement between the 
SCM Clearing Member and the third party; and 

(c) such other information that the Clearing House reasonably considers 
necessary for the purposes of determining whether an entity should be 
approved as an LCH Approved Outsourcing Agent. 

Following the receipt of all of the information above, the Clearing House shall determine in 
its sole discretion, whether to approve the third party as an LCH Approved Outsourcing 
Agent. In making Its determination, the Clearing House shall consider the third party's 
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abllity to demonstrate that It has the necessary operational infrastructure and appropriate 
asset class expertise. 

Where an SCM successfully appoints an LCH Approved Outsourcing Agent. that SCMs 
may be subject io increased margin requirements to cater for the additional time required 
to Invoke an outsourcing process fn the event of a default. 

SCMs should note that LCH Approved Outsourcing Agents may be subject to a more 
rigorous driving test and fire-drill than SCM (i.e, required to demonstrate an ability to price 
and bid a greater number of trades at tighter pricing tolerances and within more onerous 
timeframes). In addition, the Clearing House may require an SCM, that has appointed an 
LCH Approved Outsourcing Agent, to participate in an ad-hoc fire-drill or driving test with 
such notice as the Clearing House deems appropriate ln its sole discretion. 

The Clearing House reserves the right to revoke an entity's status as an LCH Approved 
Outsourcing Agent, in its sole discretion and without notice. In the event of such a 
revocation, the relevant SCM shall be required to assume those responsibilities that were 
previously outsourced. Such revocation may occur where the Clearing House considers 
that there is an insufficient number of third party entities that are providing outsourced 
default management services (usually a minimum of five providers at any one time), 

Other than in exceptional circumstances and in the Clearing House's sole discretion, an 
LCH Approved Outsourcing Agent may not act on behalf of more than three clearing 
members. 

The appointment of an LCH Approved Outsourcing Agent does not SwapCiear DMP 
(including its obligation to participate in an Auction) and an LCH Approved Outsourcing 
Agent's participation in the SwapCiear DMP on behalf of an SCM. in the event of a default , 
shall not extend beyond the provision of operational and other ancillary support to that 
SCM. 

2C.20.8 SwapCiear OMG 

The necessary involvement of SCMs and the SwapCiear DMG in the SwapCiear DMP 
entails the assessment and dissemination of information that could give rise to conflicts of 
interest. To ensure that such potential conflicts are demonstrably contained, Appendix 
2C.N establishes binding obligations of confidentiality, anonymity and the extent of 
dissemination of information on SCMs (and their executives or directors who participate 
from time to time in the SwapCiear DMG) and on the Clearing House. 

Each SCM who makes available a representative to serve on the SwapCiear DMG agrees, 
and shall procure that, to the extent applicable, its representatives agree to be bound by 
and to ensure that it and any of its executives or directors serving on the SwapCiear DMG 
complies with Appendix 2C.N covering confidentiality, non-disclosure and other terms. 
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APPENDIX 2C.A 

SWAPCLEAR PROCESSING SCHEDULE 

This table outlines the daily processes and timetable of the SwapCiear operation. Clearing 
Members will be informed of changes to this timetable via member circular. All time shown is 
London time. 

SWAPCLEAR PROCESSING SCHEDULE 
- -. ' ·. 

- '. -
Time -

- -
. - !' - ~·.- -

07:30 SwapCiear Opens 

by 09:30 
Registration of Backloaded trades and confirmation of deleted trades from 

T-1 (see section 2C.3.6) 

16:00 Deadline for PPS calls in London 

22:00 SwapCiear Closes 
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APPENDIX 2C.B 

INTRA-DAY COLLATERAL LODGEMENT FORM 

C II. C L E .~RNC T 

Version 1: Oct 2009 

LCH.Ciearnet Limited Ref No: XX?? 

To: LCH.Ciearnet Limited (the "Clearing House"), Treasury Department 
(scmcollateral@lchclearnet.com) 

From: Clearing Member (full name): 

Client Account• Mnemonic: 

We confirm that (i) we are the sole and beneficial owner of these securities; or (ii) these 
securities are furnished or deposited with the legal and beneficial owner's unconditional 
consent and free of such owner's interesl 

We acknowledge that these securities may be held by any custodian in any depository, 
securities clearing or settlement system (in the United Kingdom or elsewhere) which may for 
the time being be customarily used in connection with securities of similar kinds on a 
fungible basis and subject to the rules of the relative system and the terms and conditions of 
its operator. and the Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the 
Euroclear clearance system subject to the fungibility regime organised by the Belgian Royal 
Decree No. 62 of 1 o November 1967 promoting the circulation of securities as amended 
from time to time. 

-
Security Settlement .AmountJN~mlnal 

Description of 

Code Nu111ber ' Date Trade Date 
Value 

Security_ (Issue -
" C_oupon - Maturity) 

. . ~ ':" 

Delivery from: Depository/Agent: -··-·--------
(for US Securities, Broker Code) 

Account Holder 

Account Number 

Delivery to (please Indicate) 
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Euroclear 
Citibank Citibank 

Depository Euroclear (ITL tax CRESTCo 
(US owners) (non-US owners) 

exempt) 

Clearing House 91205 91737 5165 090401 090372 Account No 

Signatories tor and on behalf 
of lhe Clearing Member: 1. 

(Signature) (Prlnl Name) (Position) 

2. 

(Signature) (Print Name} (Position) 

Date: 

To: THE ABOVE-NAMED CLEARING HOUSE 

We accept the above-mentioned securities for inclusion in The Schedule of "Specified 
Securities" charged to us under your above-mentioned charge. 

For and on behalf of LCH 
Ctearnet Limited Dale: Time: 

(Authorised Signatory): 
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APPENDIX 2C.C 

INTRA-DAY HOUSE NON-CASH EXCESS TRANSFER FORM 

(}Lei! . CL fARN ET 

Version 1: Oct2009 

Completed forms should be sent to the Clearing House Treasury Department 
(scmcollateral@lcl?cleamet. com). 

From: Clearing Member (full name) House Account: 

To: Client Account Mnemonic: 

Lodgme11t Ref: 

We confirm that (i) we are the sole and beneficial owner of these securities; or (ii) these 
securities are furnished or deposited with the legal and beneficial owner's unconditional 
consent and free of such owner's interest. 

We acknowledge that these securities may be held by any custodian in any depository, 
securities clearing or settlement system (in the United Kingdom or elsewhere) which may for 
the time being be customarily used in connection with securities of similar kinds on a 
fungible basis and subject to the rules of the relative system and the terms and conditions of 
its operator. and the Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the 
Euroclear clearance system subject to the fungibility regime organised by the Belgian Royal 
Decree No. 62 of 1 0 November 1967 promoting the circulation of securities as amended 
from time to time. 

Security Code Amount/Nominal 
Description of Security 

Settlement Date (Issue ~ Coupon -
Number Value 

Maturity) 

Signatories for and on behalf 
of the Clearing Member: 1. 

(Signature) (Print Name) (Position) 

2. 

(Signature) (Print Name) (Position) 

Date: 
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APPENDIX 2C.D 

INTRA-DAY HOUSE CASH EXCESS TRANSFER FORM 

~ \,1 LC II, C LEARN ET 

Version 1: Oct 2009 

Completed forms should be sent to the Clearing House Treasury Department 
(scmcollateral@lchcleamet. com). 

From: Clearing Member (full name) House Account: 

To: Client Account Mnemonic: 

We wish to transfer the following amount of cash collateral from our House account to the 
Additional Collateral Account as detailed above. We confirm that we are duly authorised, on 
behalf of the Clearing Member detailed above, to instruct the Clearing House to make this 
transfer. 

Amount 

Signatories fQ( and on behalf 
of the Clearing Member: 

2. 

Date: 

LCH. Cleamet Limited@ 2013 
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(Signature) (Print Name) (Position) 
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APPENDIX 2C.E 

ADDITIONAL COLLATERAL ACCOUNT LODGEMENT FORM 

~ '\,, LCH. Cl fP•.RNr 1 

Version 1: Oct 2009 

LCH.Cieamet Umited Ref No: XX?? 

Completed forms should be sent to the Clearing House Treasury Department 
(scmcollateral@/chc/eamet. com) 

To: LCH.Ciearnet Limited (the "Clearing House") 

From: Clearing Member (full name): 

Additional Collateral Account Mnemonic: 

•please de1ete 11 1pproprtato 

We confirm that (I) we are the sole and beneficial owner of these securities; or (ii) these 
securities are furnished or deposited with the legal and beneficial owner's unconditional 
consent and free of such owner's interest. 

We acknowledge that these securities may be held by any custodian in any depository, 
securities clearing or settlement system (in the United Kingdom or elsewhere) which may for 
the time being be customarily used in connection with securities of similar kinds on a 
fungible basis and subject to the rules of the relative system and the terms and conditions of 
its operator. and the Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the 
Euroclear clearance system subject to the fungibility regime organised by the Belgian Royal 
Decree No. 62 of 10 November 1967 promoting the circulation of securities as amended 
from time to time. 

Security Settlement Amount/Nomi11a1 
Description of 

Code Number Date 
Trade Date 

Value 
Security (Issue -

- Coupon -Maturity) -
: -

Delivery from: Depository/Agent: 

(for US Securities, Broker Code) 

Account Holder 

Account Number 

Delivery to (please indicate) 
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-
Euroclear 

Citibank Citibank 
Depository Euroclear (ITL tax CRESTCo 

(US owners) (non-US owners) 
exempt) 

Clearing House 91205 91737 5165 090401 090372 
Account No 

Signatories for and on behalf 
of the Clearing Member: 1. 

(Signature) (Print Name) (Position) 

2. 

(Signature) (Print Name) (Position} 

Date: 

To: THE ABOVE-NAMED CLEARING HOUSE 

We accept the above-mentioned securities for inclusion in The Schedule of "Specified 
Securities" charged to us under your above-mentioned charge. 

For and on behalf of LCH 
Ciearnet Limited Date: llme: 

(Authorised Signatory): 
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APPENDIX 2C.F 

INTRA-DAY ADDITIONAL COLLATERAL ACCOUNT NON-CASH TRANSFER FORM 

OI CH, t l f ARNrJ 

Version 1: Oct 2009 

Completed forms should be sent to the Clearing House Treasury Department 
(scmcollateral@lchclearnet. com) 

Clearing Member (full name): 

Mnemonic: 

Lodgment Ref: 

From: Additional Collateral Account or Client Account• 

To. Additional Collateral Account or Client Account* 

We confirm that (i) we are the sole and beneficial owner of these securities; or (ii) these 
securities are furnished or deposited with the legal and beneficial owner's unconditional 
consent and free of such owner's interest. 

We acknowledge that these securities may be held by any custodian in any depository. 
securities clearing or settlement system (in the United Kingdom or elsewhere) which may for 
the time being be customarily used in connection with securities of similar klnds on a 
fungible basis and subject to the rules of the relative system and the terms and conditions of 
its operator. and the Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the 
Euroclear clearance system subject to the fungibility regime organised by the Belgian Royal 
Decree No. 62 of 1 0 November 1967 promoting the circulation of securities as amended 
from time to time. 
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-

Security Code- Sett.lement 
Number 

Signatories for and on 
behalf of the Clearing 
Member: 1-

2. 

Date 

(Signature) 

(Signature) 

Date: 

LCH.Ciearnet Limited© 2013 

Swap Clear 

Amount/Nominal Description of Security 
Value (Issue - Coupon - Maturity) 

(Print Name) (Position) 

(Print Name) (Position) 
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APPENDIX 2C.G 

INTRA-DAY ADDITIONAL COLLATERAL ACCOUNT CASH TRANSFER FORM 

0 LCH, Cl EARIH T 

Version 1; Oct 2009 

Completed forms should be sent to the Clearing House Treasury Department 
(scmcollateral@lchcleamet. com) 

Clearing Member (full name): 

Mnemonic: 

Lodgment Ref: 

From: Additional Collateral Account or Client Account 'Please delete as appropriate 

To: Additional Collateral Account or Client Account 

We wish to transfer the following amount of cash collateral from the account specified above 
to the account specified above. We confirm that we are duly authorised, on behalf of the 
Clearing Member detailed above, to instruct the Clearing House to make this transfer. 

Amount 

Signatories for and on behalf 
of the Clearing Member. 

2. 

Date: 

LCH. Clearnel Limited© 2013 

(Signature) (Print Name) (Position) 

(Signature) (Print Name) (Position) 
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APPENDIX 2C.H 

ADDITIONAL COLLATERAL ACCOUNT SPREADSHEET 

Additional CoRateral (Client) Account Sprtadsheet Issue Oate 

!x.at!ylt 
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Total "A" account holdings m 
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LCH.Ciearnet Limited@ 2013 

APPENDIX 2C.I 

CLEARING DEED OF ASSIGNMENT 

[Insert Date] 

[CLEARING MEMBER] 

and 

[CLIEN1] 

and 

LCH.CLEARNET LIMITED 

DEED OF ASSIGNMENT 

57 
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THIS DEED is dated (Insert Dale] and made between: 

(1) [CLEARING MEMBER] in its capacity as assignor (the ''Assignor"); 

(2) [CLIENT] in its capacity as assignee (the r'Assignee''); and 

(3) LCH.CLEARNET LIMITED In its capacity as recipient of the notice of assignment 
pursuant to Clause 4.2 ("LCH.Ciearner). 

WHEREAS: 

(A) In order to facilitate the clearing of certain transactions with LCH.Ciearnet, the 
Assignor and Assignee have entered into the Client Clearing Agreement dated [Insert 
Date] (the "Client Clearing Agreement") pursuant to which they will have entered 
into as of such date the Clearing ISDA Master Agreement (as defined in the Client 
Clearing Agreement). In addition, the parties have. pursuant to the Client Clearing 
Agreement, entered into a Credit Support Annex in respect of, and which forms part 
of, the Clearing ISDA Master Agreement (the Clearing ISDA Master Agreement 
together with such Credit Support Annex and the Client Clearing Agreement, the 
''Swap Agreement"). 

(B) The Assignor and Assignee, for commercial and economic reasons. desire to 
maximise the ability to move positions represented by Transactions under the Swap 
Agreement to a Backup SwapCiear Clearing Member upon an Enforcement Event 
(defined below) and to deliver certain receivables from LCH.Clearnet to the Assignee 
directly, 

(C) LCH.Ciearnet has agreed to be a party to this Deed solely for the purpose of Clause 
4.2 {and Clause 4.4]. 

It is agreed as follows: 

1. Definitions and Interpretation 

Definitions: 

1 1 Capitalised terms used but not defined in this Deed shall have the meaning given to 
them in the Swap Agreement. In addition, the following expressions shall have the 
following meanings: 

"Assigned Assets" means the assets subject, or expressed to be subject, to the 
Assignment or any part of those assets. 

"Assignment" means the assignment created or expressed to be created by this 
Deed. 

•client Clearing Agreement" has the meaning given to it in Recital (A) to this Deed. 

~Enforcement Event" means the occurrence of an Early Termination Date under the 
Swap Agreement as a result of a Clearing Default. 

"Insolvency Act" means the Insolvency Act 1986. 

"liabilitiesH means all present and future obligations. moneys, debts and liabilities 
due, owing or incurred by the Assignor to the Assignee under or in connection with 
the Swap Agreement. 
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"LPA" means the Law of Property Act 1925. 

''Relevant Account Balance" means the Account Balance (as defined in the LCH 
Rules) relating to the Assignee and the Associated LCH Transactions determined by 
LCH.Ciearnet following a Clearing Default in accordance with the LCH Rules. 

"Relevant SwapCiear Clearing Client Entitlement" means the SwapCiear Clearing 
Client Entitlement (as defined in the LCH Rules) relating to the Assignee and the 
Associated LCH Transactions determined by LCH.Ctearnet following a Clearing 
Default in accordance wlth ihe LCH Rules. 

"Security" means a mortgage, charge, pledge, lien or other security Interest securing 
any obligation of any person or any other agreement or arrangement having a similar 
effect. 

"Swap Agreement" has the meaning given to It in Recital (A) to this Deed. 

"Transaction Documents" means this Deed and the Swap Agreement. 

"UCC" means the Uniform Commercial Code as In effect in any applicable 
jurisdiction. 

1.2 Construction: 

1.2. 1 Unless a contrary indication appears, any reference in this Deed to: 

(i) "assets" includes present and future properties, revenues and rights of 
every description; 

(11) the ''Assignor" , the "Assignee• or any "party" shall be construed so 
as to include its successors in title and permitted transferees; 

(iii) an agreement, confirmation or instrument is to a reference to that 
agreement or instrument as amended, novated, supplemented, 
extended, restated (however fUndamentally and whether or not more 
onerous) or replaced; 

(iv) a "personn includes any Individual, firm, company, corporation, 
government, state or agency of a state or any association, trust, joint 
venture, consortium or partnership (whether or not having separate 
legal personality); 

(v) a ''regulation" includes any regulation, rule, official directive, request 
or guideline (whether or not having the force of law) of any 
governmental, intergovernmental or supranational body, agency, 
department or of any regulatory, self-regulatory or other authority or 
organisation; and 

{vi) a provision of law is a reference to that provision as amended or re
enacted. 

1 .2.2 Clause and Schedule headings are for ease of reference only. 
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2 . Undertaking to pay 

The Assignor undertakes to pay each of its Liabilities when due in accordance with 
its terms. 

3. Security 

The Assi~nor, with full title guarantee [and as security for the payment of all 
liabilities) , assigns absolutely to the Assignee all its present and future right, title 
and interest in and to the Relevant SwapCiear Clearing Client Entitlement and the 
Relevant Account Balance. 

4. Restrictions and Further Assurance 

4.1 Security: The Assignor agrees that it shall not create or permit to subsist any 
Security over any Assigned Assets except for the Assignment. 

4.2 Notice of Assignment and Undertaking: The Assignor hereby gives notice of the 
Assignment to LCH.Ciearnet. LCH.Ciearnet hereby acknowledges receipt of such 
notice and undertakes to the other parties hereto that it shall, following the 
occurrence of a Clearing Default, act in accordance with the LCH Rules and any 
other laws and regulatior.s applicable to it in determining how the Assigned Assets 
are to be distributed. 

The parties hereto acknowledge and agree that LCH.Ciearnet has agreed to be a 
party to this Deed solely for the purposes of this Clause 4.2 [and to receive the 
written evidence referred to in Clause 4.4] and shall have no other obligation or 
liability save as expressly provided in Clause 4.2 [and Clause 4.4]. In particular, the 
parties agree that the undertaking given by LCH.Ciearnet in this Clause 4.2 shall be 
without prejudice to .any protections afforded to it pursuant to the LCH Rules or any 
other laws and regulations applicable to it. 

4.3 Margining: The Assignor agrees that, prior to the operation of Clause 9.1, it shall 
provide margin in respect of any Associated LCH Transactions to LCH.Ciearnet on 
[an Individual Segregated Account basis]/[an Omnibus Net Segregated Account 
basis]2 in accordance with {and as defined in) the LCH Rules. 

4.4 (UCC Financing Statement: The Assignor hereby authorises the filing of a financing 
statement describing the Assigned Assets in the filing office of Assignor's location as 
determined by Section 9-307 of the UCC and the Assignee hereby agrees to (a) file 
such financing statement within [10 Business Days] of the date hereof and {b) 
provide the Assignor and LCH.Ciearnet with a copy of the relevant filed Form UCC-
1.)a 

4.5 Assignor's Undertaking: The Assignor undertakes to the Assignee that it shall not, 
without the prior written consent of the Assignee to such amendment, vote in favour 
of any amendment to Regulation 528 of the LCH Rules or the SwapCiear DMP 
Annex to the Default Rules of LCH.Ciearnet (to the extent any such vote is required) 
in either case the effect of which amendment would be to (a) amend the terms of the 

Tile language in brackets shoutd not be Included where the relevant Cleatlng Member 1s organi~ed under the laws of 
Germany. 

Delete as applicable. 

This covenant must be Included if the Assignor is organised under the laws of the United States of America or any stale 
thereof or located In any such jurisdiction for purposes of Section 9-307 of the UCC. 
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Assigned Assets hereunder or thereunder or (b) amend the terms on which the 
Assigned Assets may be dealt with following the occurrence of a Clearing Default. 

5. Payments 

5.1 No Enforcement Event Subject as otherw1se provided in this Deed, and for so long 
as no Enforcement Event has occurred, the Assignor shall be entitled to receive and 
retain all payments or transfers made to It in respect of the relevant [Individual 
Segregated Account}I[Omnibus Net Segregated Account]4 in accordance with the 
LCH Rules. For the avoidance of doubt the Assignor shall not be entitled to deal with 
the Assigned Assets at any time while the Assignment is in effect. 

5.2 Post Enforcement Event Following the occurrence of an Enforcement Event, the 
Assignee shall be entitled to receive directly from LCH.Ciearnet all Assigned Assets 
and payments or transfers made in respect of an Assigned Asset. 

6. Enforcement and Remedies 

6.1 Enforcement Event: As between the Assignor and the Assignee, the Security 
created on the date hereof shall only be enforceable, and the powers conferred by 
Section 101 of the LPA as varied and extended by this Deed shall only be 
exercisable, following the occurrence of an Enforcement Event. 

6.2 Power of Sale: The statutory power of sale and the other statutory powers conferred 
on mortgagees by Section 101 of the LPA as varied and extended by this Deed shall 
arise on the date of this Deed. 

6.3 Section 103 LPA: Section 103 of the LPA shall not apply to this Deed. 

7. Provisions Relating to Assignee 

7.1 Assignee's Rights : At any time after the occurrence of an Enforcement Event, the 
Assignee shall have the rights set out in the Schedule hereto. 

7.2 Application of Proceeds: Subject to Clause 9.1, all amounts or assets received or 
recovered by the Assignee in the exercise of its rights under this Deed shall be 
applied in the following order: {i) in or towards the payment of the Liabilities in such 
order as the Assignee thinks fit, but in any case acting in good faith and in a 
commercially reasonable manner, and {ii) in payment of any surplus to the Assignor. 

7,3 Power of Attorney: The Assignor by way of security irrevocably appoints the 
Assignee as its attorney (with full power of substitution), on its behalf and in its name 
or otherwise, in such manner as the attorney thinks fit, but in any case acting in good 
faith and in a commercially reasonable manner, to exercise {following the occurrence 
of an Enforcement Event only) any of the rights conferred on the Assignee in relation 
to the Assigned Assets or under the LPA or the Insolvency Act. The Assignor ratifies 
and confirms and agrees to ratify and confirm whatever any such attorney shall do In 
the exercise or purported exercise of the power of attorney granted by it in this 
Clause 7.3. 

8 Saving Provisions 

Delete as applicable, 
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8.1 Continuing Security: Subject to Clause 9, the Assignment ts continuing security and 
wiU extend to the ultimate balance of the Liabilities, regardless of any intermediate 
payment or discharge in whole or in part. 

8.2 Reinstatement: If any discharge, release or arrangement (whether in respect of the 
obligations of the Assignor or any security for those obligations or otherwise) is made 
by the Assignee in whole or in part on the basis of any payment. security or other 
disposition which is avoided or must be restored in insolvency, liquidation or 
otherwise, without limitation, then the liability of the Assignor and the Assignment 
shall continue or be reinstated as if the discharge, release or arrangement had not 
occurred. 

8.3 Waiver of Defences: Neither the obligations of the Assignor under this Deed nor the 
Assignment will be affected by an act, omission, matter or thing which, but for this 
Clause 8, would reduce, release or prejudice any of its obligations under any 
Transaction Document or the Assignment (without limitation and whether or not 
known to it or the Assignee) including: 

8.3.1 any time, waiver or consent granted to, or composition with, the Assignor or 
other person; 

8.3.2 the release of the Assignor or any other person under the terms of any 
composition or arrangement with any creditor of any affiliate; 

8.3.3 the taking , variation, compromtse, exchange, renewal or release of, or refusal 
or neglect to perfect, take up or enforce, any rights against, or security over 
assets of, the Assignor or other person or any non-presentation or non
observance of any formality or other requirement in respect of any Instrument 
or any failure to realise the full value of any security; 

8.3.4 any amendment, novation, supplement, extension, restatement (however 
fundamental and whether or not more onerous) or replacement of any 
Transaction Document or any other document or security; or 

8.3.5 any insolvency or similar proceedings. 

8.4 Immediate Recourse: The Assignor waives any right it may have of first requiring 
the Assignee (or any trustee or agent on Its behalf) to proceed against or enforce any 
other rights or security or claim payment from any person before claiming from the 
Assignor under this Deed. This waiver applies irrespective of any law or any 
provision of a Transact1on Document to the contrary. 

8.5 Additional Security: The Assignment is in addition to and is not in any way 
prejudiced by any other guarantees or security now or subsequently held by the 
Assignee. 

9. Discharge of Security 

9.1 Final Redemption: Immediately upon there no longer being any liabilities remaining 
(or, if earlier, immediately upon it no longer being possible for an Enforcement Event 
to occur), the Assignee shall be deemed to have immediately released, reassigned or 
discharged (as appro;>riate) the Assigned Assets from the Assignment and therefore: 

9.1.1 the Assignor may retain for its own account; and 

LCH. C/eamet Umlted © 2013 62 



Clearing House Procedures Swap Clear 

9 1.2 the Assignee shall therefore promptly pay or transfer to the Assignor, 

any amounts or other assets received by such party from LCH.Ciearnet in respect of 
the Assigned Assets. For the avoidance of doubt, it is acknowledged that the 
Assignor's rights under this Clause 9 shall constitute an equity of redemption (and 
therefore a proprietary interest to the extent of such equity of redemption) in the 
Assigned Assets and any amounts or other assets the subject of such rights shall be 
returned by the Assignee to the Assignor, 

9.2 Consolidation: Section 93 of the LPA shall not apply to the Assignment. 

1 0. Miscellaneous Provisions 

10.1 Payments: All payments by the Assignor under this Deed (including damages for Its 
breach) shall be made to such account, with such financial institution and in such 
other manner as the Assignee may direct. 

10.2 Remedies and Waivers: No failure to exercise, nor any delay in exercismg, on the 
part of the Assignee any right or remedy under this Deed shall operate as a waiver, 
nor shall any single or partial exercise of any right or remedy prevent any further or 
other exercise or the exercise of any other right or remedy. The rights and remedies 
provided in this Deed are cumulative and not exclusive of any rights or remedies 
provided by law. 

10.3 Amendments and Waivers: Any term of this Deed may be amended or waived only 
with the consent of the Assignee and the Assignor. 

1 0.4 Assignment: Subject to the extent permitted by applicable law, neither this Deed nor 
any interest or obligation in or under it may be assigned or otherwise transferred 
(whether by way of security or otherwise) by either party without the prior written 
consent of the other party. 

10.5 Partial Invalidity~ If, at any time, any provision of this Deed is or becomes illegal, 
invalid or unenforceable in any respect under any law of any jurisdiction, neither the 
legality, validity or enforceability of the remaining provisions nor the legality, validity 
or enforceability of such provision under the law of any other jurisdiction will In any 
way be affected or impaired. 

10.6 Third Party Rights: A person who is not a party to this Deed has no right under the 
Contracts (Rights of Third Parties) Act 1999 to enforce or enjoy the benefit of any 
term of this Deed. 

1 0. 7 Counterparts: This Deed may be executed In any number of counterparts, and thts 
has the same effect as if the signatures on the counterparts were on a single copy of 
this Deed. 

10.8 Governing Law: This Deed and any non-contractual obligations arising out of or in 
connection with it are governed by English law. 

10.9 Jurisdiction: In relation to any proceedings, each party to this Deed irrevocably 
submits to the exclusive jurisdiction of the courts of England and waives any 
objection to proceedings in such courts on the grounds of venue or on the grounds 
that the proceedings have been brought in an inconvenient forum. Each such 
submission is made for the benefit of the other party and shall not affect the right of 
any party to take proceedings in any other court of competent jurisdiction nor shall 
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the taking of proceedings in any court of competent jurisdiction preclude any party 
from taking proceedings in any other court of competent jurisdiction (whether 
concurrently or not) unless precluded by law. 

10.10 [Agent for Service of Process; Assignor: The Assignor hereby Irrevocably 
appoints [Name of Agent] of [Address in Englandj to receive service of process on Its 
behalf as its authorised agent for service of process in England. If for any reason 
such agent ceases to be such agent for service of process, the Assignor shall 
forthwith appoint a new agent for service of process in England and deliver to the 
Assignee a copy of the new agent's acceptance of appointment within 30 days, 
Nothing in this Deed shall affect the right to serve process in any other matter 
permitted by law.] 

10.11 [Agent for Service of Process; Assignee: The Assignee hereby irrevocably 
appoints (Name of Agent] of [Address in Englandj to receive service of process on its 
behalf as its authorised agent for service of process in England. If for any reason 
such agent ceases to be such agent for service of process, the Assignee shall 
forthwith appoint a new agent for service of process in England and deliver to the 
Assignor a copy of the 11ew agent's acceptance of appointment within 30 days, 
Nothing in this Deed shall affect the right to serve process in any other matter 
permitted by law.] 
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Schedule 

Rights of Assignee 

Following the occurrence of an Enforcement Event, the Assignee shall have the right, 
either in its own name or in the name of the Assignor or otherwise and in such manner and 
upon such terms and conditions as the Assignee thinks fit, but in any case, acting in good 
faith and in a commercially reasonable manner, and either alone or jointly with any other 
person: 

1. Take possession: to take possession of, get in and collect the Assigned Assets and 
to require payment to it of revenues deriving therefrom; 

2. Deal with Assigned Assets: to sell, transfer, assign, exchange or otherwise dispose 
of or realise the Assigned Assets to any person either by public offer or auction, 
tender or private contract and for a consideration of any kind {which may be payable 
or delivered in one amount or by instalments spread over a period or deferred); 

3. Borrow money: to borrow or raise money either unsecured or on the security of the 
Assigned Assets (either in priority to the Assignment or otherwise); 

4. Rights of ownership: to manage and use the Assigned Assets and to exercise and 
do (or permit the Assignor or any nominee of it to exercise and do) all such rights and 
things as the Assignee would be capable of exercising or doing if it were the absolute 
beneficial owner of the Assigned Assets; 

5. Claims: to settle, adjus~ refer to arbitration, compromise and arrange any claims, 
accounts, disputes, questions and demands with or by any person relating to the 
Assigned Assets; 

6. Legal actions: to bring, prosecute, enforce, defend and abandon actions, suits and 
proceedings in relation to the Assigned Assets; 

7. Redemption of Security: to redeem any Security (whether or not having priority to 
the Assignment) over the Assigned Assets and to settle the accounts of any person 
with an interest in the Assigned Assets; and 

8. Other powers: to do anything else it may think fit for the realisation of the Assigned 
Assets or incidental to the exercise of any of the rights conferred on the Assignee 
under or by virtue of any Transaction Document, the LPA or the Insolvency Act, 

This Deed has been delivered on the date stated at the beginning of this Deed. 

[ASSIGNOR) 

[INSERT APPROPRIATE SIGNATURE BLOCK] 

[ASSIGNEE] 

[INSERT APPROPRIATE SIGNATURE BLOCK]' 

1 
Parties should ensure !hat suitable signature blocks are inserted, which will depend on the legal identity, jurisdiction of 

incorpOration and constitutional dOcUments relating to the parties 
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[Signed as a deed by 

LCH.CLEARNET LIMITED 

acting by its attorney 

[NAME OF ASSIGNOR (ATTORNEY)} 

in the presence of: 

[signature of witness] 

[name and address of wilness]2 

[Executed as a deed by 

LCH.CLEARNET LIMITED 

(signature of attorney] 

By: [Director] By: [Director/Company Secretary])3 

2 Use if !he Assignor has a power of attorney to s1gn on behalf or LCH. Ctearnet 

3 Use If LCH.Ctearnet Intend to execute the Deed tt1emselves 
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CLEARING DEED OF ASSIGNMENT 

[Insert Date) 

[CLEARING MEMBER] 

and 

LCH.CLEARNET LIMITED 

DEED OF ASSIGNMENT 
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THIS DEED is dated [Insert Date) and made between· 

(1) [CLEARING MEMBER] in its capacity as assignor (the ''Assignor''); and 

(2) LCH.CLEARNET LIMITED In its capacity as the clearing house (in such capacity, 
the "Clearing House'') and in its capacity as the assignee and security trustee under 
this Deed (in such capacity, the "Security Trustee"). 

WHEREAS: 

(A) In order to facilitate the clearing of certain transactions with the Clearing House, the 
Assignor has entered into agreements with one or more of its clients (each a "Client" 
and each such agreement a 11Ciient Clearing Agreement") pursuant to which the 
Assignor and the relevant Client will l1ave entered into as of the date of such Client 
Clearing Agreement a Clearing ISDA Master Agreement (as defined In the relevant 
Client Clearing Agreement). In addition, the Assignor and the relevant Client have, 
pursuant to the relevant CHent Clearing Agreement, entered into a Credit Support 
Annex in respect of, and which forms part of, the relevant Clearing ISDA Master 
Agreement (each such Clearing ISDA Master Agreement together with the related 
Credit Support Annex and the related Client Clearing Agreement, a "SWap 
Agreement"). 

(B) The Assignor and each Client, for commercial and economic reasons, desire to 
maximise the ability to move cleared posltiohs representing Transactions under the 
relevant Swap Agreement to a Backup SwapCiear Clearing Member upon the 
occurrence of an Enforcement Event (as defined below) or to deliver certain 
receivables from the Clearing House to the relevant Client directly. 

(C) The Security Trustee has agreed to act as the security trustee in accordance with the 
provisions of this Deed. 

IT IS AGREED as follows: 

1. Definitions and Interpretation 

1 1 Definitions 

Capitalised terms used but not defined in this Deed shall have the meaning given to 
them in the LCH Rules. In addition, the following expressions shall have the following 
meanings: 

"Assigned Assets" means the assets subJect, or expressed to be subject, to the 
Assignment or any part of those assets. 

''Assignment" means the assignment created or expressed to be created by this 
Deed. 

"Associated LCH Transaction" means the SwapCiear Contract, as defined in the 
LCH Rules, entered into between the Assignor and the Clearing House. 

"Clearing Default" means the Assignor becoming a defaulter for the purposes of 
Rule 4 of the LCH Default Rules. 
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"Client• has the meaning given to it in Recital (A) to this Deed, save that a person 
shall not be a "Client'' for the purposes of this Deed unless the notification provided 
for in Clause 7.2 has been made and has not been withdrawn. 

"Client Clearing Agreement" has the meaning given to it in Recital (A) to this Deed, 

''Enforcement Event'' means the occurrence of a Clearing Default in relation to the 
Assignor in accordance with the LCH Rules. 

"Insolvency Act" means the Insolvency Act 1986. 

"Liabilities" means all present and future obligations, moneys, debts and liabilities 
due, owing or incurred by· the Assignor to the Secured Parties under or In connection 
with the Transaction Documents. 

"LCH Rules" means the rules, regulations, procedures or agreements (including the 
LCH General Regu lations and the LCH Default Rules), applicable to the Assignor 
and/or an Associated LCH Transaction, in each case as published by the Clearing 
House and as the same may be amended from time to time. 

"LPA" means the Law of Property Act 1925. 

"Relevant Account Balance" means the Account Balance relating to a Client and 
the relevant Associated LCH Transactions as calculated by the Clearing House in 
accordance with the LCH RUles following an Enforcement Event. 

"Relevant SwapCiear Clearing Client Entitlement" means the SwapCiear Clearing 
Client Entitlement relating to a Client and the relevant Associated LCH Transactions 
as calculated by the Clearing House in accordance with the LCH Rules following an 
Enforcement Event. 

"Secured Parties" means each Client from time to time. 

''Security" means a mortgage, charge, pledge, lien or other security interest securing 
any obligation of any person or any other agreement or arrangement having a similar 
effect. 

"Swap Agreement" has the meaning given to it in Recital (A) to this Deed. 

''Transaction Documents" means this Deed and each Swap Agreement outstanding 
from time to time. 

''UCC" means the Uniform Commercial Code as in effect in any applicable 
jurisdiction. 

1.2 Construction 

1.2.1 Unless a contrary indication appears, any reference in this Deed to: 

(i) uassets" includes present and future properties, revenues and rights of 
every description; 

(ii) the "Assignor'', the "Security Trustee" or any "party" shall be 
construed so as to include its successors in title and permitted 
transferees; 
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(iii) an agreement, confirmation or instrument is to a reference to that 
agreement or instrument as amended, novated, supplemented, 
extended, restated (however fundamentally and whether or not more 
onerous) or replaced; 

(iv) a "person" includes any individual, firm, company, corporation, 
government, state or agency of a state or any association, trust, joint 
venture, consortium or partnership (whether or not having separate 
legal personality); 

(v) a "regulation" Includes any regulation, rule, official directive, request 
or guideline (whether or not having the force of law) of any 
governmental, intergovernmental or supranational body, agency, 
department or of any regulatory, self-regulatory or other authority or 
organisation; and 

(vi) a provision of law is a reference to that provision as amended or re
enacted. 

1.2.2 Clause and Schedule headings are for ease of reference only. 

2. Undertaking to Pay 

The Assignor undertakes to pay each of its Liabilities When due in accordance with 
Its terms. 

3. Security 

The Assignor, with full title guarantee (and as security for the payment of all 
Liabilities4

, assigns absolutely to the Security Trustee all its present and future right, 
title and interest in and to each Relevant SwapCiear Clearing Client Entitlement and 
each Relevant Account Balance. The Security Trustee shall hold the benefit of the 
Assignment on trust for the Secured Parties on the terms of this Deed. 

4. Restrictions and Further Assurance 

Security 

4.1 The Assignor agrees that it shall not create or permit to subsist any Security over any 
Assigned Assets except for the Assignment 

4.2 Notice of Assignment and Undertaking: The Assignor hereby gives notice of the 
Assignment to the Clearing House. The Clearing House hereby acknowledges 
receipt of such notice and undertakes to the Security Trustee (on behalf of the 
Secured Parties) that it shall, following the occurrence of a Clearing Default, act in 
accordance with the LCH Rules and any other laws and regulations applicable to it in 
determining how the Assigned Assets are to be distributed. The parties hereto 
acknowledge and agree that the Clearing House (acting fn such capacity and not in 
Its capacity as Security Trustee) has agreed to be a party to this Deed solely for the 
purposes of this Clause 4.3 [and to receive the written evidence referred to in Clause 
4.4) and shall have no other obligation or liability save as expressly provided in this 
Clause 4.3 [and Clause 4.4]. In particular, the parties agree that the undertaking 

The language in brackets should not be included where the relevant Clearing Member Is organised under the laws of 
Germany 
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4.3 

4.4 

4.5 

5. 

5.1 

5.2 

6. 

6.1 

5 

given by the Clearing House in this Clause 4.3 shall be without prejudice to any 
protections afforded to it pursuant to the LCH Rules or any other laws and 
regulations applicable to rt. 

Margining: The Assignor agrees that, prior to the operation of Clause 9.1, it shall 
provide margin in respect of any Associated LCH Transactions to the Clearing House 
on an Individual Segregated Account basis or, as may be agreed between the 
Assignor and the relevant Client, an Omnibus Net Segregated Account basis in 
accordance with the LCH Rules. 

[UCC Financing Statement: The Assignor hereby authorises the filing of a financing 
statement describing the Assigned Assets in the filing office of the Assignor's location 
as determined by Section 9-307 of the UCC and hereby agrees to (a) file such 
financing statement within (10 Business Days] of the date hereof and (b) provide the 
Security Trustee and the Clearing House with a copy of the relevant filed Form 
UCC-1]5

. 

Assignor's Undertaking: The Assignor undertakes to the Security Trustee that it shall 
not, without the prior written consent of the Security Trustee (acting upon the 
instructions of the relevant Client) to such amendment, make any amendment to the 
SwapCiear Default Management Process Agreement to which the Assignor is a party 
the effect of which amendment would be to (a) amend the terms of the Assigned 
Assets hereunder or thereunder or (b) amend the terms on which the Assigned 
Assets may be dealt with following the occurrence of a Clearing Default, unless such 
amendment is of a formal, minor or technical nature or1 in the reasonable opinion of 
the Security Trustee, is not materially prejUdicial to the interests of any Secured 
Party. 

Payments 

No Enforcement Event: Subject as otherwise provided in this Deed, and for so long 
as no Enforcement Event has occurred, the Assignor shall be entitled to receive and 
retain all payments or transfers made to it in respect of each Individual Segregated 
Account and each Omnibus Net Segregated Account relating to each Client from 
time to time in accordance with the LCH Rules. For the avoidance of doubt the 
Assignor shall not be entitled to deal with the Assigned Assets at any time while the 
Assignment is in effect. 

Post Enforcement Event: Following the occurrence of an Enforcement Evenl, the 
Security Trustee shall be entitled to receive directly from the Clearing House all 
Assigned Assets and payments or transfers made In respect of such Assigned 
Assets. 

Enforcement and Remedies 

Enforcement Event: The Security created on the date hereof shall only be 
enforceable, and the powers conferred by Section 101 of the LPA as varied and 
extended by this Deed shall only be exercisable, following the occurrence of an 
Enforcement Event. 

This covenant must be included if the Assignor is organised under the laws of the lJnlled States of Amenca or any state 
thereof or located in any such Jurisdiction lor purposes of Section 9-307 of the UCC 
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6.2 Power of Sale: The statutory power of sale and the other statutory powers conferred 
on mortgagees by Section 101 of the LPA as varied and extended by this Deed shall 
arise on the date of this Deed. 

6.3 Section 103 LPA: Section 103 of the LPA shall not apply to this Deed. 

7. Declaration of Trust 

7.1 The Security Trustee declares that It shall hold the benefit of this Deed and the 
Assignment on trust for the Secured Parties on the terms set out herein. The parties 
agree that the provisions set out in Schedule 1 hereto shall apply to the appointment 
of the Security Trustee. 

7.2 The Assignor shall notify the Security Trustee of the identity of each person with 
whom it has entered into a Client Clearing Agreement, and whom it is Intended shall 
take the benefit of this Deed ( which includes, without limitation, the declaration of 
trust at Clause 7) and the Security Trustee shall, on request, confirm to such person 
or to the Assignor that it has received such notification. Such notification, once given, 
may be withdrawn at any time, but any such withdrawal shall take effect only when 
notification of withdrawal ts received by the Security Trustee. 

8. Saving Provisions 

8.1 Continuing Security: Subject to Clause 9, the Assignment Is continuing security and 
will extend to the ultimate balance of the Liabilities, regardless of any Intermediate 
payment or discharge in whole or in part. 

8.2 Reinstatement If any discharge, release or arrangement (whether in respect of the 
obligations of the Assignor or any security for those obligations or otherwise) is made 
by any Secured Party in whole or in part on the basis of any payment, security or 
other disposition which is avoided or must be restored in insolvency, liquidation or 
otherwise, without limitation, then the liability of the Assignor and the Assignment 
shalf continue or be reinstated as if the discharge, release or arrangement had not 
occurred. 

8.3 Waiver of Defences: Neither the obligations of the Assignor under this Deed nor the 
Assignment will be affected by an act, omission, matter or thing which, but for this 
Clause 8, would reduce, release or prejudice any of its obligations under any 
Transaction Document or the Assignment (without limitation and whether or not 
known to it or any Secured Party) including: 

8.3.1 any time, waiver or consent granted to, or composition with, the Assignor or 
other person; 

8.3.2 the release of the Assignor or any other person under the terms of any 
composition or arrangement with any creditor of any affiliate; 

8.3.3 the taking, variation, compromise, exchange, renewal or release of, or refusal 
or neglect to perfect, take up or enforce, any rights against, or security over 
assets of, the Assignor or other person or any non-presentation or non
observance of any formality or other requirement in respect of any instrument 
or any failure to realise the full value of any security; 
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8.3.4 any amendment, novation, supplement, extension, restatement (however 
fundamental and wnether or not more onerous) or replacement of any 
Transaction Document or any other document or security; or 

8.3.5 any insolvency or similar proceedings. 

8.4 Immediate Recourse: The Assignor waives any right It may have of first requiring a 
Secured Party (or any trustee or agent on its behalf) to proceed against or enforce 
any other rights or security or claim payment from any person before claiming from 
the Assignor under this Deed. This waiver applies irrespective of any law or any 
provision of a Transaction Document to the contrary. 

8.5 Additional Security: The Assignment Is in addition to and is not In any way prejudiced 
by any other guarantees or security now or subsequently held by any Secured Party, 

9. Discharge of Security 

9.1 Final Redemption: Immediately upon there no longer being any Liabilities remaining 
in relation to a Client (or, if earlier, immediately upon it no longer being possible for 
an Enfomement Event to occur), the Security Trustee shall be deemed to have 
immediately released, reassigned or discharged (as appropriate) the Assigned 
Assets relating to such Client from the Assignment and therefore: 

9.1.1 the Assignor may retain for its own account; and 

9.1.2 the Security Trustee shall therefore promptly pay or transfer to the Assignor, 

any amounts or other assets received by such party from the Clearing House in 
respect of the relevant Assigned Assets. For the avoidance of doubt, 1t is 
acknowledged that the Assignor's rights under this Clause 9 shall constitute an equity 
of redemption (and therefore a proprietary interest to the extent of such equity of 
redemption) In the Assigned Assets and any amounts or other assets the subject of 
such rights shall be retumed by the Security Trustee to the Assignor. 

9.2 Consolidation: Section 93 of the LPA shall not apply to the Assignment. 

1 0. Miscellaneous Provisions 

1 0. 1 Payments: All payments by the Assignor under this Deed (including damages for its 
breach) shall be made to such account, with such financial institution and in such 
other manner as the Security Trustee may direct. 

10.2 Remedies and Waivers: No failure to exercise, nor any delay In exercising, on the 
part of the Security Trustee any right or remedy under this Deed shall operate as a 
waiver, nor shall any single or partial exercise of any right or remedy prevent any 
further or other exercise or the exercise of any other right or remedy. The rights and 
remedies provided in this Deed are cumulative and not exclusive of any rights or 
remedies provided by law. 

10.3 Amendments and Waivers: Any term of this Deed may be amended or waived only 
with the consent of the Security Trustee and the Assignor. 

1 0.4 Assignment: Subject to the extent permitted by applicable law, neither this Deed nor 
any interest or obligation ln or under it may be assigned or otherwise transferred 
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(whether by way of security or otherwise) by either party without the prior written 
consent of the other party. 

10.5 Disclosure to Clients: The Clearing House agrees that the Assignor may provide a 
copy of this Deed to any Client or prospective Client. 

10.6 Partial Invalidity: lf1 at any time, any provision of this Deed is or becomes illegal, 
invalid or unenforceable in any respect under any law of any jurisdiction, neither the 
legality, validity or enforceability of the remaining provisions nor the legality, validity 
or enforceability of such provision under the law of any other jurisdiction Will in any 
way be affected or impaired. 

10.7 Third Party Rights: A person who is not a party to this Deed has no right under the 
Contracts (Rights of Third Parties) Act 1999 to enforce or enjoy the benefit of any 
term of this Deed. 

1 0.8 Counterparts: This Deed may be executed in any number of counterparts, and this 
has the same effect as If the signatures on the counterparts were on a single copy of 
this Deed. 

10.9 Governing Law: This Deed and any non-contractual obligations arising out of or in 
connection with it are governed by English law. 

1 0.1 0 Jurisdiction: In relation to any proceedings, each party to this Deed irrevocably 
submits to the exclusive jurisdiction of the courts of England and waives any 
objection to proceedings in such courts on the grounds of venue or on the grounds 
that the proceedings have been brought In an inconvenient forum. Each such 
submission is made for the benefit of the other party and shall not affect the right of 
any party to take proceedings in any other court of competent jurisdiction nor shall 
the taking of proceedings in any court of competent jurisdiction preclude any party 
from taking proceedings in any other court of competent jurisdiction (whether 
concurrently or not) unless precluded by law. 

10.11 [Agent for Service of Process: The Assignor hereby irrevocably appoints [Name of 
Agent] of [Address in England] to receive service of process on its behalf as its 
authorised agent for service of process in England. If for any reason such agent 
ceases to be such agent for service of process, the Assignor shall forthwith appoint a 
new agent for service of process in England and deliver to the Security Trustee a 
copy of the new agent's acceptance of appointment within 30 days. Nothing in this 
Deed shall affect the right to serve process in any other matter permitted by law.] 
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SCHEDULE 1 

PROVISIONS RELATING TO THE APPOINTMENT OF THE SECURITY TRUSTEE 

Trust 

The Security Trustee declares that it shall hold the benefit of this Deed and the 
Assignment on trust for the Secured Parties on the terms contained in this Deed. All 
moneys from time to time received or recovered by the Security Trustee in 
connection with the realisation or enforcement of all or any part of the Assignment in 
respect of the Assigned Assets relating to any Client shall be held by the Security 
Trustee on trust to apply them as soon as reasonably practicable, to the extent 
permitted by applicable law and subject to the provisions of this Deed in the following 
order of priority: 

(a) In payment to such Client of all sums due and payable by the Assignor to 
such Client in respect of Liabilities; and 

(b) the balance, if any, in payment to the Assignor. 

The Security Trustee shall not apply any moneys realised by it under this Deed in 
respect of the Assigned Assets relating to one Client in discharge of any sums due 
and payable by the Assignor to another Client. 

No Independent Power 

The Secured Parties shall not have any independent power to enforce, or have 
recourse to, any of the Assigned Assets or to exercise any rights or powers arising 
under this Deed. 

Security Trustee's Actions 

1.1 The Security Trustee shall have only those duties, obligations and responsibilities 
expressly specified in this Deed (and no others shall be implied). Subject to the other 
provisions of this Deed, the Security Trustee may take such action in the exercise of 
any of its powers and duties under this Deed which in its absolute discretion it 
considers to be for the protection and benefit of all the Secured Parties. 

1.2 The duties, obligations and responsibilities of the Security Trustee specified in this 
Deed shalf be subject to the duties, obligations and responsibilities, Imposed from 
time to time by or pursuant to any law or instrument made thereunder, to which the 
Security Trustee is subject when it acts in its capacity as clearing house (''RCH 
Duty"). 

1.3 The Security Trustee may exercise any right, power or discretion in the discharge of 
any RCH Duty, whether under its default rules or otherwise, independently of Its 
obligations as Security Trustee under this Deed ("RCH Power''). The exercise of any 
RCH Power shall take precedence over any duty, obligation or responsibility of the 
Security Trustee specified in this Deed, The Security Trustee shall not be liable to 
any person as a result of its proper exercise of (or proper omission to exercise) any 
RCH Power, including where the exercise of such power has the effect of varying the 
amount to Which any beneficiary would otherwise be entitled under this Deed. 

1 4 The Assignor shall, notwithstanding any release or discharge of all or any part of the 
Assignment, indemnify the Security Trustee against all charges and expenses, and 
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any action, proceeding, claims, losses, liabilities and costs ("Loss") properly incurred 
by it, or which it may sustain as a consequence of any breach by the Assignor of the 
provisions of this Deed, or in the proper exercise or purported exercise of any of the 
rights and powers conferred on the Security Trustee by, or in respect of any matter or 
thing property done or omitted in any respect in connection with, thls Deed or 
otherwise relating to the Assigned Assets, but only to the extent that such Loss has 
not been incurred by any fraud, wilful default or gross negligence of the Security 
Trustee or, in the case of the exercise of an RCH Power, any act or omission in 
respect of which it would not be subject to the exemption from liability in section 291 
of the Financial Services and Markets Act 2000 or any other statutory exclusion of 
liability enacted from time to time. 

Security Trustee's Discretions 

1.5 The Security Trustee may assume (unless it has actual knowledge to the contrary or 
has received express notice to the contrary from any Secured Party) that: 

{a) the Assignor is not in breach of its obligations under Clause 2 of this Deed; 
and 

(b) any right, power, authority or discretion vested in any person has not been 
exercised. 

1 6 The Security Trustee may engage, pay for and rely In good faith on lhe advice or 
services of any lawyers, accountants, or other experts (Whether obtained by the 
Security Trustee or by any Secured Party) in connection with the performance of its 
obligations under this Deed. 

1. 7 The Security Trustee may rely upon any communication or document reasonably 
believed by it to be genuine and, as to any matters of tact which might reasonably be 
expected to be within the knowledge of a Secured Party or the Assignor, upon a 
certificate signed by or on behalf of that person. 

Security Trustee's Rights and Obligations 

1.8 At any time after the occurrence of an Enforcement Event, the Security Trustee shall 
have the rights set out in Schedule 2 to this Deed. 

1.9 The Security Trustee shall promptly inform the Secured Parties of (a) the contents of 
any notice or document received by it in its capacity as Security Trustee from the 
Assignor; and (b) the occurrence of any breach of any term of this Deed of which the 
Security Trustee has received notice from any Secured Party. 

Excluded Obligations 

The Security Trustee shall not: 

(a) 

(b) 

(c) 

be bound to enquire as to the occurrence or otherwise of any breach by the 
Assignor of any of its obligations under this Deed; 

be bound to account to any Secured Party for any sum or the profit element of 
any sum received by it for Its own account; 

be bound to disclose to any other person (including any Secured Party): 
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(I) any confidential information, or 

(ii) any other information if disclosure would constitute a breach of any 
law or be a breach of fiduciary duty; 

(d) be under any obligation, the discharge of which would constitute a breach of 
any RCH Duty; 

(e) be under any obligation other than those which are specifically provided for In 
this Deed; or 

(f) have or be deemed to have any duty, obligation or responsibility to, or 
relationship of trust or agency with, the Assignor. 

Exclusion of Liability 

1.1 0 Unless caused directly by Its own fraud, wilful defEIUit or gross negligence, the 
Security Trustee shall not accept responsibility or be liable for; 

(a) the proper exercise of (or proper omission to exercise) any RCH Power; 

(b) the adequacy, accuracy and/or completeness of any information supplied by 
the Security Trustee or any other person In connection with this Deed, or any 
other agreement, arrangement or document entered into, made or executed 
in anticipation of, pursuant to or in connection with this Deed; 

(c) the legality, validity, effectiveness, adequacy or enforceability of this Deed or 
any other agreement, arrangement or document entered into, made or 
executed 1n anticipation of, pursuant to or in connection with this Deed; 

(d) any losses to any person or any liability arising as a result of taking or 
refraining from taking any action in relation to this Deed or otherwise; 

(e) the exercise of, or the failure to exercise, any judgment, discretion or power 
given to it by or in connection with this Deed or any other agreement, 
arrangement or document entered into, made or executed in anticipation of, 
pursuant to or in connection with this Deed; or 

(f) any shortfall which arises on the enforcement of the Assignment. 

No Proceedings 

No Secured Party or party to this Deed may take any proceedings against any 
officer, employee or agent of the Security Trustee in respect of any claim it might 
have against the Security Trustee or in respect of any act or omission of any kind by 
that officer, employee or agent in relation to this Deed and any officer, employee or 
agent of the Security Trustee may rely on this clause. 

No Responsibility to Perfect Assignment 

1.11 The Security Trustee shall have no obligation to, and shall not be liable for any failure 
to: 

(a) require the deposit With it of any deed or document certifying, representing or 
constituting the title of the Assignor to any of the Assigned Assets; 

LCH. C/earnet Limited© 2013 77 Oolel>et J)e.Q.ftcnbflr 2013 



Clearing House Procedures SwapC/ear 

(b) obtain any licence, consent or other authority for the execution, delivery, 
legality, validity, enforceability or admissibility in evidence of any of this Deed 
or the Assignment; 

(c) register, file or record or otherwise protect the Assignment (or the priority of 
the Assignment) under any applicable laws in any jurisdiction or to give Aotice 
to any person of the execution of this Deed or of the Assignment: 

(d) take, or to require the Assignor to take, any steps to perfect its title to any of 
the Assigned Assets or to render the Assignment effective or to secure the 
creation of any ancillary security under the laws of any jurisdiction; or 

(e) require any further assurances in relation to this Deed. 

Insurance by Security Trustee 

The Security Trustee shall be under no obligation to insure any of the Assigned 
Assets or to require any other person to maintain any insurance. The Security 
Trustee shall not be responsible for any loss which may be suffered by any person 
solely as a result of the lack of or inadequacy of any such insurance. 

Acceptance of Title 

The Security Trustee shall be entitled to accept without enquiry, and shall not be 
obliged to Investigate, such right and title as the Assignor may have to any of the 
Assigned Assets and shall not be liable for or bound to require the Assignor to 
remedy any defect in l ts right or title. 

Refrain from Illegality 

The Security Trustee may refrain from doing anything Which in its reasonable opinion 
will or may be contrary to any relevant law, directive or regulation of any jurisdiction 
which would or might otherwise render it liable to any person, and may do anything 
Which is, in its reasonable opinion, necessary to comply with any law, directive or 
regulation. 

Business with the Assignor 

1, 12 The Security Trustee may 

(a) provide clearing services to the Assignor both for itself and on account of any 
other person and do all things incidental to the provision of clearing services 
as they Involve the Assignor in whatever capacity; and 

(b) deal with, accept deposits from, lend money to, and generally engage in any 
kind of treasury or other business with the Assignor. 

Authorisation of Release 

Upon a disposal of any of the Assigned Assets pursuant to the enforcement of the 
Assignment by the Securfty Trustee, the Security Trustee is authorised to execute, 
without the need for any further authority from the Secured Parties, any release of 
the Assignment or other claim over that part of the Assigned Assets. 

Winding up of Trust 
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After the Security Trustee, with the approval of the Secured Parties, has determined 
that all of the Liabilities and all other obligations secured by this Deed have been fully 
and finally discharged, and all relevant certifications and other documents have been 
transferred to the Assignor, the trusts set out In this Deed shall be wound up. 

Perpetuity Period 

The perpetuity period under the rule against perpetuities, if applicable to this Deed, 
shall be the period of eighty years from the date of this Deed. 

Powers Supplemental 

The rights, powers and discretions conferred upon the Security Trustee by this Deed 
shall be supplemen1al to the Trustee Acts 1925 and 2000 and in addition to any 
Which may be vested in the Security Trustee by general law or otherwise. 

Dis-application 

Section 1 of the Trustee Act 2000 shall not apply to the duties of the Security Trustee 
in relation to the trusts constituted by this Deed. Where there are any 
inconsistencies between the Trustee Acts 1925 and 2000 and the provisions of thls 
Deed, the provisions of this Deed shall, to the extent allowed by law, prevail and, In 
the case of any inconsistency with the Trustee Act 2000, the provisions of this Deed 
shalf constitute a restriction or exclusion for the purposes of that Act. 

Resignation of Security Trustee 

1.13 Where: 

(a) the Security Trustee so agrees with the Secured Parties or 

(b) without prejudice to the generality of Clause 12 of this Schedule One, the 
Security Trustee is required to resign as a result of a change in its exempt 
status, its regulatory status or it otherwise becoming unable to exercise its 
duties and functions as Security Trustee because of a change in any law, 
regulation, rule or other regulatory measure, 

the Security Trustee may resign by giving such notice to the Assignor as is 
reasonable in the circumstances gfving rise to the resignation. 

1.14 Where the Security Trustee gives notice of its resignation, it may together with the 
Secured Parties, appoint a successor Security Trustee, unless any change in its 
exempt status, its regulatory status, law, regulation rule, or other regulatory measure 
prevents the Security Trustee from taking any step to appoint a successor Security 
Trustee, In which case the Secured Parties may themselves appoint such successor 
Security Trustee, subject to any regulatory requirement to do so in consultation or 
after consultation with any relevant regulatory, governmental or similar authority. 

1.15 The retiring Security Trustee shall, at its own cost, make available to the successor 
Security Trustee such documents and records and provide such assistance as the 
successor Security Trustee may reasonably request and any regulation rule, or other 
regulatory measure permits for the purposes of performing its functions as Security 
Trustee under this Deed. 
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1.16 The Security Trustee's resignation notice shall only take effect upon the appointment 
of a successor. Upon the appointment of a successor, the retiring Security Trustee 
shall be discharged from any further obligation in respect of this Deed but shall 
t'emain entitled to the benefit of this Schedule. Its successor and each of the other 
parties shall have the same rights and obligations amongst themselves as they would 
have had if such successor had been an original party. 

Power of Attorney 

The Assignor by way of security Irrevocably appoints the Security Trustee as its 
attorney (with full power of substitution), on its behalf and in its name or otherwise, In 
such manner as the attorney thinks fit, but in any case acting in good faith and in a 
commercially reasonable manner, to exercise (following the occurrence of an 
enforcement event only) any of the rights conferred on the Security Trustee 1n 
relation to the Assigned Assets or under the LPA or the Insolvency Act. The Assignor 
ratifies and confirms and agrees to ratify and confirm whatever any such attorney 
shall do in the exercise or purported exercise of this power of attorney. 
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SCHEDULE 2 

RIGHTS OF THE SECURITY TRUSTEE 

Following the occurrence of an Enforcement Event, the Security Trustee shall have the right, 
either in its own name or in the name of the Assignor or otherwise and in such manner and 
upon such terms and conditions as the Security Trustee thinks fit, but in any case, acting In 
good faith in and a commercially reasonable manner, and eitller alone or jointly with any 
other person: 

1. Take possession: to take possession of, get in and collect the Assigned Assets and 
to require payment to it of revenues deriving therefrom; 

2. Deal with Assigned Assets: to sell, transfer, assign, exchange or otherwise dispose 
of or realise the Assigned Assets to any person either by public offer or auction, 
tender or private contract and for a consideration of any kind (which may be payable 
or delivered in one amount or by Instalments spread over a period or deferred); 

3. Borrow money: to borrow or raise money either unsecured or on the security of the 
Assigned Assets (either in priority to the Assignment or otherwise); 

4, Rights of ownership: to manage and use the Assigned Assets and to exercise and do 
(or permit the Assignor or any nominee of it to exercise and do) all such rights and 
things as the Security Trustee would be capable of exercising or doing if it were the 
absolute beneficial owner of the Assigned Assets; 

5. Claims: to settle, adjust, refer to arbitration, compromise and arrange any claims, 
accounts, disputes, questions and demands with or by any person relating to the 
Assigned Assets; 

6. Legal actions: to bring, prosecute, enforce, defend and abandon actions, suits and 
proceedings in relation to the Assigned Assets; 

7. Redemption of Security: to redeem any Security (whether or not having priority to the 
Assignment) over the Assigned Assets and to settle the accounts of any person with 
an Interest in the Assigned Assets; and 

8. Other powers: to do anything else It may think fit tor the realisation of the Assigned 
Assets or incidental to the exercise of any of the rights conferred on the Assignee 
under or by virtue of any Transaction Document, the LPA or the Insolvency Act. 

THIS DEED has been delivered on the date stated at the beginning of this Deed. 

[ASSIGNOR) 

[INSERT APPROPR/A TE SIGNATURE BLOCK] 

[EXECUTED as a Deed by 
LCH.CLEARNET LIMITED 

By: [Director) By· [Director/Company SecretaryJ] 
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APPENDIX 2C.K1 

SWAPCLEAR CLEARING CLIENT - ;; PARTIAL TRANSFER FORM 

Q LCH.CLEARNET SWAPCLEAR CLEARING CLIENT 

PARTIAL TRANSFER FORM 

V.[•]:[ • ] 
201 [•]] 

Terms used In this form are as defined in LCH.Cieamet Limited's Rulebook unless defined hen ·n 

To: I LCH.Ciearnet limited 

J 
From: Receiving Clearing Member 

Date: 

We, ...................... ........ [insert name of ReceiVing Clearing Member] (the "Receiving Clearing 
Member") have received a request from ........................................ . , .... ......... [insert name of 
transferring SwapCiear Clearing Client] (the •swapCiear Clearing Clienn to transfer (i) in the 
case of a SwapCiear Clearing Client which is an Individual Segregated Account Clearing 
Client, part of Its portfolio of SWapCfear Contracts; and (ii) the case of a SwapCiear Clearing 
Client which is an Omnibus Net Segregated Clearing Client, part or all of its portfolio of 
SwapCfear Contracts, from .... [Insert name of Carrying Clearing Member] to us. We hereby 
request the transfer of the SwapCiear Contracts as Identified below pursuant to Regulation 
52C(d) and the Procedures. 

Please insert the LCH trade IDs of the transferring SwapCiear Contracts, using the Schedule 
below: 

.. Please insert the L CH trade /D and Approved Trade Source (A TS) /D of t11e transferring 
SwapCiear Contracts. 

~·Please append a list of additional Swap Clear Contracts to this form, if required 
r ......................................... LCH .. :r~~·d·~ .. io ......................................... T .............. .. ...................... .A:r·5·:r·;;d;·i·o ......................... . 
: : 
) OIII OOO OtooHIII!IItoto! Otll tt ll""'"'"lltooooo OO O!IIOOO i t U OIII II+O•"HII"oO oo o tot oo Oj U .. oo oohOOIOooo .. o ootO IIO oooooooo i< OO i oo oo ttl tf H ott Oi oo oO I IOI"OOoo i U"•IOO oooH .. IIooo ooo l o OOOI I OIOO oto llliiiOOooO! 

~ ~ 

r:::: : ::::: : :::::::::: : : : : ::: : ::: : :::::::::: :::::::~:::::::: :::::::: : :::: :: ::::::::::::::::::: : :: ::::::: :: : ::::r:::::: : : : : :: : :: : : :: :: : : : :: : : :: ::: : ::::: : : : : ::: : : :: :: : ::::::::::::: : :: : : : : :::::::: : ::: ::::: :: :: 
: ! 
, ....... ..... ..... ...... .............. ............ .. "'"'""'" ''""''' '"'''' "''"''""'"'"" .. '""'""""f"'"" "'" '"' .. '''' ' ' .. '""''""' ' '''"' '"" '""'""'''"'""'"" ""'" '"'''''"''"! 

f j f OOOOoo o oo o i\ I OOOOooo oo jjlto000000000 .. 0 f OOOOOOOOto0 0 00"00011!00 0000o OOOIIOO OO OOO o OOtOOOjOOO oo ooooHt0000000000 0t"000000 0 1H o•OO .... OOHOj f0000 0 0 o llt1 1 0000000 0I IIOHoooo oo!O .... oo .. OOO ! IO jiOOOoooto iOIIO OO OOOO 

I : 
I ! 

~"''' ' "' "' '''''"' "' '" '"' " "'' " '"'"'"'' ' ' "'""''"'"'"""'u••"" "''""''"""'""'"'"'"''~'"'""''"""""''''" ""'''""' "'"" "''"""'""'''" "'""""'"'"""H"'""'' 

~ ~ t., ............................ ......................... .. ............................ , ......................... ... c-....... ............ ., .... ......... .... ........... .............. ........ ....... ................ . 
! : 
~ ~ l ...... ............................................................................................... H . ..... .. ... r ............... ................. ,., ............ ,. ............ , ................................. . 
! i 
\.,,,, .,.,, ,,, ,..,,.,..,.,.,,.,, .,,, ,, ,, , ,,,,., ,.,, .,,,,,.,,H,,,.,.,, ,, ...... .... ,.,,., ,., .,,.,, ,, .. .. ,.,., , ,Io .. ,.,,., .. , .,.,,, ,, ,,.,,, .. .,,,uuoooo••••oo•oo••"•••"•'''" " '" " il""'"'' ''''" ' '''"''' 

Signatories for and on behalf of the Receiving Clearing Member: 

We acknowledge and confirm the above and are authorised to sign for and on behalf of the 
Receiving Clearing Member 

I I I I I I 
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(Authorised Signatory) Name Position Date 

2. 

(Authorised Signatory) Name Position Date 

Signatories for and on behalf of the t ransferring SwapCiear Clearing Client: 

To: Receiving Clearing Member 

We acknowledge and confirm: 

i. the request to transfer as detailed above; 

H. that LCH.Ciearnet Limited will contact our Carrying Clearing Member in relation to 
this transfer and will disclose our identity to such Carrying Clearing Member; 

iii. that, in accordance with the Clearing House's Rulebook, LCH.Ciearnet Limited is 
entitled to rely conclusively on the instructions and Information received from the Receiving 
Clearing Member and the Carrying Clearing Member and shall have no liability or 
responsibility therefor; 

iv. that the transfer detailed above may require that additional sove•=Co!lateral be 
paiatransferre.d to LCH.Clearnet Limited (andfor by us to the Receiving Clearing Member 
listed above and/or by us to our Carrying Clearing Member}, and that LCH.Ciearnet Limited 
is not required to effect the transfer If it has not received adequate SEWef,CQU,ater§U in 
respect of the transfer or If any of the other conditions set forth in the Clearing House's 
Rulebook applicable to the transfer are unsatisfied; 

v. that in order for the transfer detailed above to be effected, we will be required to 
satisfY any requirements as between ourselves and the Carrying Clearing Member and/or 
its Affiliates at the time of, or arising as a result of, such transfer, to the extent the Clearing 
House's Rulebook states \hat such requirements must be satisfied in order for the transfer 
to be effected, including, without limitation, any outstanding obligations that are due and 
payable to the Garrying Clearing Member and/or its Affiliates at the time of, or arising as a 
result of. such transfer, as provided for in sub-paragraph (v) of Regulation 52C(d}; and 

vi. that we are authorised to make these acknowledgements and confirmations and do 
so on behalf of the SwapCiear Clearing Client listed above in accordance with the 
Regulations. 

For and on behalf of the SwapCiear Clearing Client 

Authorised signatory Authorised siQnatol) 

Date Date 

All forms should be returned to LCH.Cieamet Limited for the attention of Client Services. 
Email: swaQclearclientservices@IQhcle§!rnet.com 
Telephone: +44 (0) 207 426 7651 or +1 212 513 8265 

SwapCiear Client Services SwapCiear Client Services 

Aldgate House 17 State Street 

33 Aldgate High Street New York NY 10004 

London EC3N 1EA USA 
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APPENDIX 2C.K2 

SWAPCLEAR CLEARING CLIENT- FULL TRANSFER FORM 

() LCH.CLEARNET SWAPCLEAR CLEARING CLIENT-

FULL TRANSFER FORM 

l V.[ ]: [] 20[] 

Terms used in this form are as defined in LCH.Cieamet Urn/led's Ru/ebook unless defined herein 

To: I LCH.Ciearnet limited I 
From: Receiving Clearing Member 

Date : 

We, .............. ................. [insert name of Receiving Clearing Member] (the "Receiving Clearing 
Member") have received a request from ...................................................................... [insert name of 
transferring SwapCiear Clearing Client] (the "SwapCiear Clearing Client") to transfer its entire portfolio 
of SwapCiear Contracts from ......... ..... [insert name of Carrying Clearing Member] to us. We hereby 
request the transfer of all SwapCiear Contracts registered in the name of the Carrying Clearing 
Member on behalf of the relevant SwapCiear Clearing Client pursuant to Regulation 52C(b) or (c) (as 
applicable) and the Procedures. 

Please insert: 

Name of Carrying Clearing Member: 

......................... ...... .. ... .................... .... ..................................... .... ... ... .. ;., ..... 
in order to enable LCH.Ciearnet to identify the relevant SwapCiear Contracts that are to be 
transferred. 

Please tlck the relevant box below to confirm whether the SWapCiear Clearing Client wishes to 
transfer the Associated Accounts Assets in accordance with Regulation 52C(b) or (c) (as applicable). 

0 The SwapCiear Clearing Client wishes to transfer !btLAssociated AGoount .AsaetsColla.t~ 
j3alam;e 

0 The SwapCiear Clearing Client does NOT wish to transfer ~Associated Ancoun1~9llal!lli!l 
Ass.eH>~a l ill!2.e. 

Signatories for and on behalf of the Receiving Clearing Member: 

We acknowledge and confirm the above and are authorised to sign for and on behalf of the Receiving 
Clearing Member 

1. 

(Authorised Signatory) Name Position date 

2. 

(Authorised Signatory) Name Position date 

LCH.Ciearnet Limited© 2013 84 



Clearing House Procedures Swap Clear 

Signatories for and on behalf of the transferring SwapCiear Clearing Client : 

To: Receiving Clearing Member 

We acknowledge and confirm: 

i. the request to transfer as detailed herein; 

ii. that our Carrying Clearing Member shall not be permitted to register additional SwapCiear 
Contracts on our behalf during the period commencing at the end of the SwapClear seNice operating 
hours on the day on which it received notice that a SwapClear Clearing Client Full Transfer Form has 
been received and ending at the time at which the relevant transfer (including the transfer of the relevant 
Associated AGGeoot-A&.>Gtskollateral Balance, if applicable) is actually effected or is rejected; 

iii. that LCH.Ciearnet Limited will contact our Carrying Clearing Member in relation to this transfer 
and will disclose our identity to such Carrying Clearing Member; 

iv. that, In accordance with the Clearing House's Rulebook, LCH.Clearnet Limited is entitled to rely 
conclusively on the instructions and Information received from the Receiving Clearing Member and the 
Carrying Clearing Member and shall have no liability or responsibility therefor; 

v. that the transfer detailed above may require that additional GeV9f.C0Ua1erq! be jHlll'iQtOYi.d.e.d to 
LCH.Ciearnet Limited (and/or by us to the Receiving Clearing Member) even where tM,.Associated 
Acsoklnl-Assetlraw,C.QIIateraj Balance is. transferred, and that LCH.Ciearnet Limited is not required to 
effect the transfer if it has not received adequate Gc:wor.CQ!Jat.eral in respect of the transfer or if any of the 
other conditions set forth in the Clearing House's Rulebook applicable to the transfer are unsatisfied; 

vi. that, where we have requested the transfer of Ule-Assoclated AGGGHR"-A&St'ls~J)alllli!lfu!l~_e. 
(x) we should contact our Carrying Clearing Member to ensure that they contact LCH.Clearnet Limited to 
identify the correct ~~mQ!islnQ..Jbe _Associated AGGoYnt-Ase.etsCQ!LatetaL Bala~ available for 
transfer, and (y) where our Carrying Clearing Member flot~~ not so identify the correct a§.S.ets 
~~ssociated AG£OllA I- Ass&l fl~latecel Bal<ulAA available for transfer .. LCH.Ciearnet 
Limited is permitted to transfer alternative collateral as it deems appropriate in accordance with the 
Clearing House's Rulebook; 

vii. in order for the transfer detailed above to be effected, we will be required to satisfY any 
requirements as between ourselves and the Carrying Clearing Member and/or Its Affiliates at the time of, 
or arising as a result of, such transfer, to the extent the Clearing House's Rulebook states that such 
requirements must be satisfied in order for the transfer to be effected, including, without limitation, any 
outstanding obligations that are due and payable to the Carrying Clearing Member and/or its Affiliates at 
the time of, or arising as a result of, such transfer, as provided for in sub-paragraph (v) of Regulation 
52C(b) or 52C(c) (as applicable); 

viii. that we are authorised to make these acknowledgements and confirmations and do so on behalf 
of the SwapCiear Clearing Client listed above in accordance with the Regulations. 

Cl Cl For d b h If f h S an on e a o t e wap< ear eannQ cr 1ent: 

Authorised signatory Authorised signatory 

Date Date 

All forms should be returned to LCH.Ciearnet Limited for the attention of Client Services. 
Insert email: swapclearclientseNices@lchclearnet.com 
Insert telephone number: +44 (0) 207 426 7651 

SwapCiear Client SeNices SwapCiear Client SeNices 
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Aldgate House 17 State Street 

33 Aldgate High Street New York NY 10004 

London EC3N 1 EA USA 

UNITED KINGDOM 
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APPENDIX 2C.K3 

SWAPCLEAR CLEARING CLIENT TRANSFER- CARRYING CLEARING MEMBER 
REPONSE FORM 

0 LCH.CLEARNET SWAPCLEAR CLEARING CLIENT TRANSFER -

CARRYING 

CLEARING MEMBER RESPONSE FORM 
[V[] : [] 

Terms used in /his form are as defined In LCH.Ciearnet Limited's Rulebook unless defined herein 

To: LCH.Ciearnet Limited 

From: Carrying Clearing Member 

Date: 

We, ... ................................................ pnsert name of Carrying Clearing Member] (the "Carrying Clearing 
Member") have received a request from LCH.Ciearnet Limited In relation to 
............... ................................................. .. .'s [insert name of transferring SwapCiear Clearing Client) (the 
"SwapCiear Clearing Client") request to transfer [[its entire]/[part of its)*] portfolio of SwapCiear Contracts 
held by us. We are writing to inform you that: 

• Oejete as appropriate 

0 The transferring SwapCiear Clearing Client has become insolvent and no 
{Please tick If applicable) SwapCiear Contracts should therefore be transferred in accordance with 

-Regulation 52(b)(i), Regulation 52C(c)(i) or Regulation 52C(d)(i) as 

0 
applicable. 
The transferring SwapCiear Clearing Client has, or would have as a 

(Please lick If 8pplicable} consequence of the occurrence of the requested transfer, unsatisfied 
requirements which the Clearing House's Rulebook states must be satisfied in 
order for the transfer to be effected as between itself and us and/or our Affiliates 
at the time of, or arising as a result of, such transfer, including, without 
limitation, outstanding obligations as described in sub-paragraph (v) of 
Regulation 52C(b), Regulation 52C(c) or Regulation 52C(d) (as applicable) 

0 
and therefore no SwapCiear Contracts should not be transferred. 
The transferring SwapCiear Clearing Client has asked that llle_Associated 

(Please tlclt If appUcabte) Asoounl-AGsa!GCQl!!lteral Ba~ be transferred and the relevant ~ 
s;_omprisioa the Associated AGs~uHt-Mtets.C.QUateralBjkmce are described 
in the schedule below. 

Schedule of assets comprising the Associated J\(7{-;.et;tf.l~/\ss~ts.C.o.Uateral Balance: 

0 The Associated AGoouni-A£f',e.tsCo.[la.te.raLB.alaru;.e of the SwapCiear Clearing Client 
GGI-lsistco.nsls1s solely of cash in the following amount and currency: 

I I 
0 The Associated AsGowtt Assets~SJ_~e of the SwapCiear Clearing Client 

r.ensistconsl~ of the following cash and non-cash collateral: 
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I 

7'·•••••••••u•••••"•••·•to•••••••••to•••••·--••••n••·••••n••••-•••.,.,, ........ ,,_., ... ,,,,.,,, .. ,,,., •• ,,,,,, ,, ...... ,,,,,,0, 111,,,,, ,, 1110,,,,,,,1111,,,,,,,111, ,,,,,,,,,.,..,,, ,,,,,1,u1, 1,0001111,,,,.,,,,11,,,,,,,,,1,1,,,,,,,,,,01 ,,,,,,,10000 '1 

I ' • 
i ISIN i Notional Value i 
i i ! 
I"*•••••••••••-•••••••U•·••••••••••••• • ••• •• •••••• • ••• ••••••'''''''''"''''''''' '''''''.,._,., ,,,.,,,,,,,, ,,,,,,,,,,,.,,,,,~oooooootoouooooo••••••••••••••"''''''''''''''''''''''""''''''''''''''''''·oooooo o ooouuo• .. ••••Htooo•••••••••••••••••· ~ 

t ... ,,.,,,...,,,,...,.,,,.uo••-.u-oooo·ooooo·••••••~•••••••••••••••••••••••••ooo•oo•oooooooooo ooooooH'OoUoooo,.•oOOoooooooootoftoooooouootooooooot lt••••••••••••••••••••l•o• •••••••l•ltooooOoooott oo ••••• • ••••••••••••oooo o o ooooooooo.oooooooooo oo ooooool 

!:=~~ ~:::~-=~:=--- -~~:~:~ ~--~ ==:~:::::=::1 : :: : :: ~-~·: ~ ··:~ :::: : = :. j 
I 1 I 
i i i 
:••oooooo..-ooo--••-•ooo.ooooo o...,o.ooooooo...,oooo.o .. oooo.ooooooooooooooooo ... oo...,•••••••o'"""''"'"'"·'*"''''·'''~'*"*" ... " !uoo ooooooooooooooooooooouooooooO oOOOOoooooooooooooooooo olltooooo• ••otooo ooooohooooooooooo•IIO oooooooooooooooooooo t oo••: 

1:~.:== :==:=::~:~=:=::~~-~:.~ : ~ : ::.J:: .. : ::. ·:~. :: .. : ·::::: :::.: : : ::: .. : : j 
All forms should be returned to LCH.Clearnet Limited for the attention of Client Services. 
Email: swapclearcllentservices@lchclearnet.com 
Telephone: +44 (0) 207 426 7651 or +1 212 513 8265 
Fax: +1 212 513 8290 

SwapCiear Client Services 

Aldgate House 

33 Aldgate High Street 

London 

EC3N 1EA 

UNITED KINGDOM 

SwapCiear Client Services 

17 State Street 
New York NY 10004 

USA 

Signatories for and on behalf of the Carrying Clearing Member: 

We acknowledge and confirm the above and that we are authorised to sign for and on behalf of the 
Carrying Clearing Member: 

1. 

(Authorised Signatory) Name Position Date 

2. 

(Authorised Signatory) Name Position Date 
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APPENDIX 2C.L 

CLEARING HOUSE PRESCRIBED LANGUAGE 

Capitalised terms used in this Annex and shall have the meaning specified in the LCH Rules. 

[SwapCiear Clearing Client] hereby acknowledges and agrees that: 

(a) the services provided by the Clearing House with regard to the SwapCiear Clearing 
Services Wlll be subject to and governed by the rules in the Clearing House's Rulebook, 
and the SwapCiear Clearing Client wlll not act so as to cause - whether directly or 
indirectly - any breach of such rules or agreement by any person. The provisions of the 
amended text of Regulation 39 (Exclusion of Liability) of the Clearing House's Rulebook 
set out below shall apply mutatis mutandis as though entered into by the SwapCiear 
Clearing Client directly with the Clearing House: 

(b) in the event that the SwapCiear Clearing Client has failed to appoint a Backup 
SwapCiear Clearing Member or the Clearing House does not receive the necessary 
confirmation from the SwapCiear Clearing Client of its wish to have its positions 
transferred (including by way of termination. close-out and establishment of new 
replacement transactions to replicate such positions) or the Backup SwapCiear Clearing 
Member declines to act as such. on the default of the relevant SwapCiear Clearing 
Member. the Clearing House will close out and terminate the SwapCiear Contracts 
entered into by that SwapCiear Clearing Member in respect of the SwapCiear Clearing 
Client and will not transfer or otherwise re-establish such positions: 

(c) the SwapCiear Clearing Client will not be entitled to instruct the Clearing House to 
act or omit to act in any manner at any time prior to the default of the relevant SwapCiear 
Clearing Member but the Clearing House shall accept instructions from the SwapCiear 
Clearing Client following a default of the relevant SwapCiear Clearing Member, provided 
that sych instructions are in accordance with the rules of the Clearing House's Rulebook: 

(d) the SwapCiear Clearing Client will not be entitled to any information from the 
Clearing House as to any balance held by the Clearing House for any person at any time 
prior to the default of the relevant SwapCiear Clearing Member but the Clearing House 
shall provide such information to the SwapCiear Clearing Client following a default of the 
relevant SwapCiear Clearing Member: 

(e) the Clearing House will not hold any assets transferred to it on trust for any person: 
and 

(Q Where the SwapCiear Clearing Member provides securities to the Clearing House 
as collateral (the "Securities''}, the SwapCiear Clearing Client will not be entitled to 
assert any equitable or other claim to any such Securities in circumstances where the 
assertjon of such a claim would delay or inhibit the disposal by the Clearing House of 
such Securities and/or the application of the proceeds of sale of such Securities in 
accordance With the rules of tile Clearing House's Rule book. 
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Regulation 39: Exclusion of Liability 

(This has been extracted from the Clearing House's Rulebook) 

(g) Neither the Clearing House nor any other member of the LCH.Ciearnet Group shall 
have any liability whatsoever to any SwapCiear Clearing Member or to any other person 
(including. without limitation, any SwapCiear Clearing Client) in contract, tort (including. 
without limitation. negligence). trust. as a fiduciary or under any other cause of action in 
respect of any damage, loss. cost or expense of whatsoever nature suffered or incurred 
by a SwapCiear Clearing Member or any other person. as the case may be. as a result 
of: any suspension. restriction or closure of any market. whether for a temporary period 
or otherwise or as a result of a decision taken on the occurrence of a market emergency; 
any failure by the Clearing House or a SwapClear Clearing Member to supply each other 
with data or information in accordance with arrangements from time to time established 
between such persons: the failure of any systems. communication facilities or technology 
supplied, operated or used by the Clearing House. a SwapCiear Clearing Member or 
other relevant person; any event which is outside the control of the Clearing House; any 
act or omission of a SwapCiear Clearing Member in connection with the provision of 
SwapCiear Clearing Services or the entering into of SwapCiear Contracts. including. 
without limitation, any error i11 the establishment of a price; any act or omission of the 
Clearing House; or any determination made in connection with SwapCiear Clearing 
Services or SwapCiear Contracts. 

{h) Neither the Clearing House nor any other member of the LCH.Ciearnet Group shall 
have any liability to a SwapCiear Clearing Member or any other person (including. 
without limitation. any SwapCiear Clearing Client) ln respect of any dispute arising from 
or in relation to any SwapCiear Contract including. but not limited to. any dispute as to 
the validity or otherwise of such transaction. the terms of such transaction. or whether 
any alleged agreement or arrangement constitutes a SwapCiear Contract. 

(i) Without preludice to the provlsions of Regulation 1 and Regulation 39(e). neither 
the Clearing House nor anv other member of the LCH.Ciearnet Group shall have any 
liability whatsoever to any SwapCiear Clearing Member or to any other person 
(including, without limitation, a SwapCiear Clearing Client) in contract. tort (including 
without limitation, negligence). trust. as a fiduciary or under any other cause of action in 
respect of any damage. loss, cost or expense of whatsoever nature suffered or incurred 
as a result of any suspension of any service, a step taken by the Clearing House under 
Regulations 26, 27, 47(f), 54(0 or 67, or any failure or malfunction of any systems. 
communication lines or facilities. software or technology supplied, operated or used by 
the Clearing House or the relevant approved agent; the occurrence of any event which is 
outside the control of the Clearing House; or any exercise by the Clearing House of its 
discretion under the Regulations, or any decision by the Clearing House not to exercise 
any such discretion. 

{I) Without prejudice to Regulation 39(c} and 39(e). unless otherwise expressly 
provided in the Regulations or in any other agreement to which the Clearing House is 
party, neither the Clearing House nor any other member of the LCH.Ciearnet Group shall 
have any liability under any circumstances (including, without limitation, as a result of any 
negligence by the Clearing House, or any other member of the LCH.Ciearnet Group 
Limited, or their respective officers. employees, agents or representatives), be liable to 
any SwapCiear Clearing Member or any SwapCiear Clearing Client for any indirect or 
consequential loss or damage, or loss of anticipated profit (whether direct or indirect) or 
loss of bargain, suffered or incurred by any such SwapCiear Clearing Member or 
SwapCiear Clearing Client and shall not in any circumstances be liable for any loss. cost. 
damage or expense suffered or incurred by any person as a result of any negligence on 
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the part of the Clearing House. or any other member of the LCH.Ciearnet Group limited. 
or their respective officers. employees. agents or representatives. 

(k) Nothing in this Regulation 39 shall be construed as an attempt by the Clearing 
House to exclude any liability for any fraud, fraudulent misrepresentation or wilful default 
on the part of the Clearing House. The Clearing House accepts liability for any personal 
injury or death caused by the negligence of the Clearing House and for any fraud or 
wilful default on the part of the Clearing House. 

(I) Without prejudice to the provisions of Regulations 1 and 22 and 39(a) neither the 
Clearing House, nor any other member of the LCH.Ciearnet Group shall have any 
liability whatsoever to any SwapCiear Clearing Member or to any other person 
{including, without limitation. any SwapCiear Clearing Client) in contract, tort {including, 
without limitation, negligence), trust. as a fiduciary or under any other cause of action in 
respect of any damage. loss. cost or expense of whatsoever nature suffered or incurred 
by a SwapCiear Clearing Member or any other person. as the case may be. as a result 
of the failure of any systems, communication facilities or technology or as a result of any 
negligence, wrongdoing. or other act. error. failure or omission on the part of any 
technology supplier in supplying any services to the Clearing House with regard to the 
Clearing House services or as a result of or in connection with any Inconsistency or 
conflict between any provision contained in any Default Management Process 
Amendment Agreement or other agreement related to SwapCiear between the Clearing 
House and a SwapCiear Clearing Member on the one hand and any provision of the 
Clearing House Regulations, Default Rules and Procedures and any other Clearing 
House documentation on the other hand. 

(m) For the purposes of the Contracts (Rights of Third Parties) Act 1999, save: (i) as Is 
expressly set out herein; and/or (il) for rights conveyed to any SwapCiear Clearing Client 
under a Deed of Assignment. these Regulations, Default Rules and Procedures do not 
create any rights in any persons who are not SwapCiear Clearing Member. 
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APPENDIX 2C.M 

CLEARED TRADE REMOVAL AGREEMENT 

Removal of registered SwapCiear Contracts 

SCM's Requested Removal Date: DD/MM/YYYY 

BElWEEN 

LCH.CLEARNET LIMITED (the "Clearing House") 

Swap Clear 

whose registered office is Aldgate House, 33 Aid gate High Street, London EC3N 1 EA; 

and 

[SWAPCLEAR CLEARING MEMBER] ("SCM")) 

each a "Party" and jointly the "Parties". 

WHEREAS 

(A) The Clearing House, a Recognised Clearing House under the Financial Services and 
Markets Act 2000 runs a service known as SwapCiear for the clearing of certain OTC 
derivatives transactions. 

(B) SCM is a member of the Clearing House authorised by the Clearing House to 
participate In the SwapClear service as a SwapCiear Clearing Member. 

(C) SCM wishes to withdraw certain SwapCiear Contracts from the SwapCiear Service 
which were previously registered by the Clearing House 

(D) The Clearing House agrees to remove from the service certain SwapCiear Contracts 
subject to and In accordance with the terms and conditions of this Agreement. 

(E) The Parties acknowledge that the removal of a trade from clearing pursuant 1o this 
Agreement (and the Clearing House Rulebook) is primarily for the removal of trades 
that were originally submitted from SWIFT and in respect of which automated trade 
deletion and termination is no longer available. 

THE PARTIES agree as follows: 

1. Definitions 

Words and phrases not otherwise defined in this Agreement shall have the same 
meaning as in the General Regulations, Default Rules and Procedures of the 
Clearing House ('the "Clearing House Rulebook"). 

2. Contracts for Removal from Service 

SCM requests that the SwapClear Contract(s), particulars of which are set out in 
Schedule A hereto, registered by the Clearing House on the date(s) set out in that 
Schedule, and to which SCM and the Clearing House are party (the "Registered 
SwapCiear Contract(s)"}, be removed from service by mutual consent In accordance 
with the provisions of this Agreement and the Clearing House Rutebook. 
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3. Contingent Event 

The removal of service of the Registered SwapCiear Contract(s) requested herein is 
contingent, inter alia, upon the simultaneous removal (such time being the time set 
by the Clearing House in its absolute discretion) of each of the SwapCiear 
Contract(s) which relate to the same SwapCiear Transaction which was submitted to 
the Clearing House for clearing as two SwapCiear Contracts ('the "Offsetting 
Contract(s)") to which the Clearing House is party together with the corresponding 
SwapCiear Clearing Members (the "Counterparty SCMs"). 

4. Administrative and Other Arrangements 

4.1 In order to facilitate the requested removal of service of the Registered SwapCiear 
Contract(s) and the Offsetting Contract(s) the Clearing House may: 

4.1 1 make whatever changes, adjustments and alterations to information and 
records relating to the SCM and the Counterparty SCM(s) held by the 
Clearing House on Its internal systems (other than data constituting the 
economic terms of any such Registered SwapCiear Contract or Offsetting 
Contract) and to the Clearing House's normal processes and procedures as 
the Clearing House in its sole discretion considers necessary; and 

4.1.2 take whatever other steps and actions as the Clearing House in i ts sole 
discretion determines as necessary and appropriate. 

5. Margin 

5.1 ln accordance with the Clearing House Rulebook, the Clearing House may, for so 
long as the Clearing House deems appropriate, retain all t'Amgin- or ·COV<:r ...fot 
mar'§IACol!ateral or other sums that the Clearing House may hold in connection with 
the Registered SwapCiear Contract(s) or Offsetting Contract(s), and any cash or 
collateral provided to the Clearing House by or on behalf of SCM in respect of that 
SCM's margin obligations to the Clearing House in connection with the Registered 
SwapCiear Contract(s) shall be available to the Clearing House to meet any 
obligations or liabilities whatsoever which are or which may become due to the 
Clearing House, notwithstanding any administrative change(s) that may have been 
made or administrative action that may have been taken by the Clearing House, 

5.2 SCM agrees to advise its relevant PPS Bank of any additional margin requirements, 
in line with the Clearing House Rulebook, which may arise as a result of the 
requested termination and deletion and shall ensure that the Clearing House is 
sufficiently funded in order to meet any additional margin requirements, 

6. Costs and Expenses 

Unless agreed otherwise by the Clearing House, the SCM shall be responsible for 
and agrees to pay all costs and expenses associated' witll tl1e requested removal 
from service. 

7. Provision of Particulars 

If so requested by the Clearing House, SCM shall promptly provide to the Clearing 
House such reasonable particulars in respect of any or all of the registered 
SwapCiear Contracts as the Clearing House may request, in such electronic form as 
the Clearing House may require. 
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8. Time and Date of Termination 

8. 1 Unless specified otherwise by the Clearing House, the date of termination of each 
registered SwapCiear Contract shall be the date set out at the head of this 
Agreement as the "Requested Removal Date'1 ("Removal Date"), unless the Parties 
otherwise agree, provided always that the Clearing House may amend the Removal 
Date by notice to the SCM. 

8.2 SCM acknowledges and accepts that the time of removal on the Removal Date of the 
registered SwapCiear Contract(s) shall not in any circumstances be the time at which 
the Clearing House effects any administrative change(s} or administrative action(s) 
but shall instead be the time which the Clearing House notifies SCM as being the 
time when removal has taken place. 

8,3 The termination of any registered SwapCiear Contract shall have no effect upon 
accrued rights and obligations of the SCM in respect of that registered SwapCiear 
Contract, Which rights and obligations shall survive termination. 

8.4 The Clearing House may, by notice to the SCM given at any time up to the Removal 
Date, revoke its agreement to the removal of service of any registered SwapCiear 
Contract in the event that: 

8.4.1 the Counterparty SCM has not consented or has withdrawn Its consent to the 
re of the Offsetting Contract or 

8.4.2 the Clearing House takes the view that to terminate that registered 
swapCiear Contract(s) would adversely and materially adversely affect its risk 
or the risk of the market as a whole. 

8.4.3 the Clearing House takes the view that to terminate that registered 
SwapCiear Contract(s) would adversely and materially adVersely affect its risk 
or the risk of the market as a whole. 

8.5 SCM or any Counterparty SCM may, at any time up to the start of the day which is 
one clear London Business Day prior to the Removal Date, by notice in writing to the 
Clearing House and the Counterparty SCM, withdraw its agreement for the trade 
removal of any of the Registered SwapCiear Contracts or Offsetting Contract (as the 
case may be) and the Clearing House shall use its reasonable endeavours to ensure 
that the Registered SwapCiear Contract(s) and/or the Offsetting Contract Is not 
removed from seNice. 

9. Moneys Due to the Clearing House 

SCM acknowledges and agrees that the Cleartng House may in its sole discretion 
debit the relevant PPS account In respect of any moneys due from SCM to the 
Clearing House in connection with the requested removal. 

10. Agreement to Prevail 

In the event of any inconsistency between the provisions of this Agreement and the 
Clearing House Rulebook, the provisions of the Clearing House Rulebook shall 
prevail. 
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11. Confirmation of Consents etc. 

SCM confirms that all requisite consents and approvals, regulatory or otherwise, 
have been obtained in connection with the removal from servlce requested herein. 

12, Law and Jurisdiction 

This Agreement shall be governed by English law and the Parties irrevocably submit 
to the exclusive jurisdiction of the English courts. 

13. Liability 

All matters of liability arising in connection with this Agreement shall be determined in 
accordance with the provisions of the Clearing House Rulebook as if the terms of this 
Agreement formed part of the Clearing House Rulebook. 

For and on behalf of SCM 

Authorised Signatory Authorised Signatory 

Name Name 

For and on behalf of the CLEARING HOUSE 

Signatory 

Name 
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SCHEDULE A 

THE REGISTERED SWAPCLEAR CONTRACTS 

Contract parties: {SwapCiear Clearing Member} and LCH.Ciearnet Limited (the "Clearing 
House''). 

Contract LCH Reference Contract SCM Reference Date of Registration 
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APPENDIX 2C.N 

CONFIDENTIALITY, NON-DISCLOSURE AND PARTICIPATION IN THE DEFAULT 
MANAGEMENT GROUP 

1. Definitions 

1.1 "Confidential Material" means data (including but not limited to portfolio 
data} and documents, which are not in the public domain and which are 
disclosed to the SCM, its associated companies and advisers, or to which the 
SCM, Its associated companies and advisers obtains or otherwise has access 
as a result of participation in the SwapCiear DMP, (Which, for the avoidance 
of doubt, does not include any information, data or documents provided to the 
Clearing House by the SCM). 

1.2 "DMG Member" means an individual appointed by a Nominating SCM. 

1 3 "Nominating SCM" means a SwapCiear Member who, through their 
obligations under the SwapCiear DMP, makes available a representative to 
serve on the DMG. 

1.4 "Permitted Purpose" means proper fulfilment by the SCM of its duties under 
the SwapCiear DMP and includes, after the completion of the Auction, the 
use by the SCM, its associated companies and advisers (to be determined by 
It at its discretion} of any data or documents related to portfolios successfully 
won through the Auction for the purposes of its own ongoing portfolio 
management and to enable it to comply with ongoing legal or regulatory 
requirements. 

1.5 References denoting the masculine (Including "his" and "he"} shall be 
construed as the feminine if the DMG Member is female. 

1.6 All other terms have the meaning ascribed to them in the Default Rules 
(including the SwapCiear DMP Annex). 

Confidentiality and Non-Disclosure: General Obligations of the SCM 

2. Confidentiality 

2.1 The SCM agrees that, in consideration of being given Confidential Material, it 
will keep all such Confidential Material in the strictest confidence, adhere to 
the provisions of th;s Agreement in respect thereof and, subject to Clause 2.3, 
will not disclose it to any person without the prior written permission of the 
Managing Director, Risk of the Clearing House or a Director of Risk 
Management of the Clearing House, providing always that the SCM shall be 
relieved of such an obligation of confidentiality in respect of any Confidential 
Material if:· 

2.1.1 it comes into the public domain other than through a breach by the 
SCM of this Agreement; or 

2.1.2 the SCM is expressly obliged to do so by order of a court of competent 
jurisdiction upon the application of a third party, or as a result of any 
request tc disclose such part or parts of the Confidential Material in 



connection With any inquiry or other request by a regulatory authority 
or self-regulatory authority asserting jurisdiction over the SCM. 

2.2 The SCM further agrees that it will not use any Confidential Material for any 
purpose other than the Permitted Purpose. In this regard the SCM expressly 
acknowledges and agrees that the Confidential Material may contain 
commercially sensitive information which if used inappropriately or otherwise 
than in accordance with this Agreement might result in the gaining of an unfair 
commercial advantage by the SCM over other members of the Clearing 
House SwapCiear Service. 

2.3 Subject to paragraph 2.5, the SCM may disclose any Confidential Material to 
any of its employees, representatives, associated companies and advisers on 
a "strictly need to know" basis, in the event that any such person needs that 
Confidential Material for the Permitted Purpose (and to that extent only). 

2 4 The SCM agrees to establish and adhere to adequate procedures (including, 
without limitation, the establishment of appropriate Chinese walls) to ensure 
that any employee or representative to whom any Confidential Material is 
disclosed shall not use any part or all of that Confidential Material for any 
proprietary purpose outside the scope of the Permitted Purpose. 

2.5 This paragraph and Ire duties hereunder shall survive the termination of this 
Agreement and, in relation to any Confidential Material, shall expire on the 
second anniversary of the date the Confidential Material was first provided to 
the SCM. 

3. Secrecy 

3.1 Except in accordance Wlth the terms of this Appendix, the SCM agrees that it 
shall treat as strictly confidential and shall not disclose or allow to be divulged 
to any person: 

3.2 Confidential Material· 

3.2. 1 the fact that it has received any Confidential Material; 

3.2.2 the existence of any discussions or negotiations between the parties 
in this matter; 

3.2.3 details of the Permitted Purpose and any of the proposals, terms, 
conditions, facts or other matters relating to any of the forgoing. 
Subject only to the SCM being relieved of such an obligation because 
of the circumstances covered in paragraphs 2.1.1 and 2.1.2. 

4. Property 

The parties acknowledge that the property in the Confidential Material (or any 
part of it) shall not pass to the SCM or any SCM, and the property in the 
media on Which it is conveyed to the receiving party shall not pass to the 
SCM or any SCM unless expressly so agreed by the Clearing House in 
writing. 

5. Return of Confidential Material 



Upon request by the Clearing House, and in any event upon fulfilment of the 
Permitted Purpose, the SCM shall promptly return to the Clearing House by a 
secure method of transportation all or any part of the Confidential Material 
and all copies thereof in its possession or control or that of its employees or 
representatives, including all other papers, programs and records 
incorporating any of that Confidential Material, or shall destroy such 
information and shall certify to the Clearing House In writing that it has done 
so provided that the SCM is permitted to retain copies of any Confidential 
Material which it requires as part of its portfolio management or otherwise for 
legal or regulatory reasons. 

6. No Representations or Warranties; No Conflict of Interest 

6.1 Subject to references made In paragraph 7, the Confidential Material is 
disclosed by the Clearing House Without any representation or warranty 
whatsoever as to its accuracy or completeness or otherwise. 

6.2 The Clearing House acknowledges and agrees that. subject to compliance 
with the terms of this Appendix by the SCM and any of Its employees or 
representatives to whom Confidential Material is provided in accordance with 
this Appendix, the SCM's participation in the SwapCiear DMP shall not 
prevent the SCM from carrying out any transaction, or otherwise provrding 
investment services in respect of, investments that the SCM may 
subsequently learn are the subject of Confidential Material and, furthermore, 
the Clearing House agrees that it shall not be able to assert that the SCM has 
a conflict of interest in doing so nor shall the Clearing House have a claim or 
action in respect of the foregoing against the SCM or any of its directors, 
employees or other representatives 

7. liability 

7.1 Subject to General Regulation 39, the parties agree and acknowledge that 
neither the Clearing House nor any of its employees or representatives shall 
have any liability whatsoever to the SCM or any of employees or 
representatives, for any loss or damage of whatsoever kind howsoever 
arising directly or indirectly out of or in connection with the disclosed 
Confidential Material or its use. 

7.2 The Clearing House accepts liability for any personal injury or death caused 
by the negligence of the Clearing House and any fraud or wilful default on the 
part of the Clearing House, for any actions that it may take on the basis of 
advice given to it by the DMG, and for the accuracy of the information 
(confidential material as defined in the Appendix to this Agreement) that It 
distributes to the SCM in connection with the SwapClear DMP. 

7.3 Under no circumstances shall the Clearing House have any liability to the 
SCM for (a) any consequential loss or other indirect loss of whatsoever kind 
or (b) loss of anticipated profit (whether dir"Sct or indirect). 

8. Remedies 

Without affecting any other rights or remedies that the Clearing House may 
have, the SCM acknowledges that the Clearing House may be irreparably 
harmed by any breach of the terms of this Agreement and that damages 
alone may not necessarily be an adequate remedy. Accordingly, the Clearing 



House will be entitled to the remedies of injunction, specific performance and 
other equitable relief, or any combination of these remedies, for any 
threatened or actual breach of its terms, and not proof of special damages will 
be necessary to enforc.e this Agreement. 

Confidentiality and Non-Disclosure and General Terms of Participation In 
SwapCiear DMG 

9. Conflict of Interest 

The SCM shall procure that, in the event that a DMG Member takes the view 
that a possible conflict of interest may arise with regard to any matter forming 
part of the business of the DMG, he shall promptly report his view to the 
Chairman of the DMG, who shall act accordingly, taking the advice of other 
DMG Members as appropriate. 

10. Confidentiality 

10.1 Subject to paragraph 10.3 below, the SCM shall procure that the DMG 
Member shall keep all Confidential Material strictly confidential to himself and 
will not disclose it to any person who is not a DMG Member (including, for the 
avoidance of doubt, the SCM who recommended his appointment to the DMG 
("the Nominating SCM") or his employer (if different) or any other employee, 
adviser, officer or fellow worker of that SCM or his employer) without the prior 
written permission of the Managing Director, Risk of the Clearing House or his 
properly authorised aelegate, providing always that the DMG Member shall 
be relieved of such an obligation of confidentiality in respect of any 
Confidential Material if it comes into the public domain in the circumstances 
covered in paragraphs 2, 1.1 and 2.1, 2. 

10.2 Subject to paragraph 10.3 below, the SCM shall procure that the DMG 
Member shall not use any Confidential Material for any purpose other than 
the proper fulfilment of his duties as a DMG Member. 

1 0. 3 The parties acknowledge that, in the event that a Default Notice is issued by 
the Clearing House in respect of any SwapCiear Clearing Member, the DMG 
Member may be required by the Nominating SCM and/or his employer (if 
different) to provide certain services to the Clearing House in the 
management of the default. In such event, and only In such event, the parties 
acknowledge that the DMG Member shall be entitled to disclose any part or 
parts of the Confidential Material as may be agreed by the Clearing House, in 
such manner and form and in accordance with such procedures as may 
prescribed by the Clearing House and/or the DMG with regard to the 
management of that default. 

10.4 Upon request by the Clearing House, and in any event upon termination of 
the membership of the DMG Member of the DMG, the SCM shall procure that 
the DMG Member shall promptly return to the Clearing House by a secure 
method of transportation all or any part of the Confidential Material and all 
copies thereof in his possession or control, including all abstracts, notes, 
drawings and other papers, programs and records incorporating any of that 
Confidential Material, or shall destroy such information and shall certify to the 
Clearing House in writing that it has done so, provided that the DMG Member 
is permitted to retain a copy thereof to comply with applicable legal or 
regulatory requirements. 



11 , Warranty and Representation 

11 .1 The SCM represents and warrants that it will procure that: 

11 .1. 1 the Nominating SCM and the DMG Member's employer (if different) 
are aware of the obligations of confidentiality arising out of this 
Agreement; and 

11 1.2 nothing in this Agreement will cause the DMG Member to breach any 
duty or obligation (whether arising pursuant to contract or otherwise) 
which he owes to the Nominating SCM or to his employer, if different, 
or any other contract counterparty of the DMG Member. 

12. Confidentiality and Non·Disclosure : General Obligations of the Clearing 
House 

The Clearing House 'Mil treat all Confidential Material in the terms envisaged 
in this Appendix, confining use to the SwapCiear DMP, restricting its 
availability on a "strictly need to know basis", and exercising every duty of 
care required of it as a Recognised Clearing House and as a Derivatives 
Clearing Organization 

13. Third Party Rights 

A person who is not a party to this Annex shall have no rights under the 
Contracts (Rights of Third Parties) Act 1999 to enforce any of Its terms. 
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Clearing House Procedures LCH EnG/ear OTC Services 

2E. 

2E.1 

2E.1.1 

2E.1 .2 

LCH ENCLEAR OTC SERVICES 

GENERAL MATTERS 

Introduction 

These Procedures form part of the Rulebook (the General Regulations, 
Default Rules, Settlement Finality Regulations and Procedures of the Clearing 
House) and must be read in conjunction with the other parts of the Rulebook. 
Clearing Members must inform themselves fully of their obligations under the 
Rulebook and other relevant documentation, such as the Clearing 
Membership Agreement, and the terms of any approval by the Clearing 
House to extend clearing activities. It is to be noted that the Rulebook 
(including these Procedures) is subject to change from time to time. 

LCH EnCiear OTC Services are provided to Clearing Members authorised by 
the Clearing House to participate in it ("LCH EnCiear OTC Clearing Members" 
or "GCMs") in respect of "Eligible OTC Trades" executed by GCMs. Such 
transactions must comply with the Clearing House's requirements (see the 
LCH EnCiear OTC Regulat.ions). 

These Procedures apply to all LCH EnCiear OTC Contracts on ECS or 
Synapse (as set out hereafter) and consist of: 

• A general section (2E. 1) applicable across the three divisions of the 
LCH EnCiear OTC Services; 

• Sections specific to the Freight Division (2E.2), the Energy Division 
(2E.3) and the Precious Metals Division (2E.4); 

• A section describing option exercise and expiry (2E 5); and 

• Sections specific to Emissions Deliveries (2E.6) and Precious Metals 
Deliveries (2E. 7). 

In the event of any conHict between any provision of these Procedures and 
any requirement, rule or provision of any other documentation, these 
Procedures shall prevail. 

Except where otherwise stated, all times shown are London time and the 
twenty four hour clock is used. 

Def initions 

The following terms shall have the meanings below for the purposes of these 
Procedures: 

GCM An LCH EnCiear OTC Clearing Member that has entered into 
a Clearing Extension Agreement with the Clearing House for 
the purpose of participating in LCH EnCiear OTC Services 

ECS The Extensible Clearing System, made available by the 
Clearing House for position management in the Freight and 
Energy Divisions of the LCH EnCiear OTC Service 
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2E.1.3 

2E.1.3.1 

2E.1.4 

Synapse The Cleartng System, made available by the Clearing House 
for the purpose of registering trades In the LCH OTC Precious 
Metals Division 

ClearWay A user interface made available by the Clearing House for the 
purpose of entering and confirming Eligible OTC Trades for 
the EnCiear market and for submission of Eligible OTC trades 
into ECS for clearing 

Approved Broker A broker that has entered Into an LCH EnCiear OTC Services 
Approved Broker Agreement 

i 
OTP OTC EnCiear Trading Platform 

Agreements 

Clearing Approval 

Only Clearing Members may clear LCH EnCiear OTC Contracts. 

Details of how to obtain Clearing Member status at the Clearing House or how 
to become approved by the Clearing House as a GCM of the Freight, Energy 
and/or Precious Metals Divisions can be obtained from the Clearing House 
Membership department on +44 (0)207 426 7627/7521/7968. 

Clearing Members seeking approval from the Clearing House to clear Eligible 
OTC Trades in any one of the Freight, Energy or Precious Metals Divisions 
must submit to the Clearing House the appropriate signed Clearing Extension 
Agreement{s) which can be obtained from the Membership department. 

Where a Clearing Member already has approval to clear LCH EnCiear OTC 
Contracts in one Division of the LCH EnCiear OTC Services and wishes to 
submit trades for registration in another Division, that Clearing Member must 
seek further approval from tile Clearing House in respect of that other 
Division. 

Customers 

Parties ("Customers'') who are not GCMs may not directly clear trades 
through the LCt-J EnCiear OTC Service. However, any such Customer may 
enter into an agreement with a GCM who has been approved (on such terms 
as may be agreed between them) to clear that Customer's trades. Particulars 
of such a trade, if it is an Eligible OTC Trade - that is, it meets all the relevant 
criteria published by the Clearing House from time to time - may be submitted 
for registration ro the Clearing House by the GCM in accordance with the 
Regulations and these Procedures. For the Freight and Energy Divisions, a 
clearing arrangement is entered into if particulars relating to that trade are 
"accepted" by two relevant GCMs who each agree to become counterparty to 
the qppropriate LCH EnCiear OTC Contract with the Clearing House, in 
accordance with the Regulations and these Procedures. 

However, there is no relationship between the Clearing House and any 
Customer and no Customer has any rights against the Clearing House in 
respect of any LCH EnCiear OTC Contract. 
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2E.1.5 Approved Brokers 

Only brokers who are expressly authorised by the Clearing House ("Approved 
Broker") may access ClearWay and submit Eligible OTC Trades for 
registration. These brokers need to seek permission from the Clearing House 
to submit eligible trades under each product type separately: 

• Freight (FFAs, Options and Containers) 

• Iron Ore (Swaps and Options) 

• Steel 

• Coal (Swaps and Options) 

• Fertilizer 

• Emissions (physical Swaps and Options) 

The Rules of the Broker Scheme, which bind each Approved Broker and a 
copy of the Freight and Energy Agreements to be signed between the 
Clearing House and the Approved Broker, are available from the Clearing 
House. 

Details of how to obtain Approved Broker status at the Clearing House of the 
Freight and/or Energy Division can be obtained from the Clearing House 
Membership department on +44 (0)207 426 7627/7521/7968. 

Where a broker who is not an Approved Broker purports to input particulars of 
a trade via ClearWay, that trade will not be registered by the Clearing House 
and will be rejected by the Clearing House. 

PLEASE NOTE: If the two relevant GCMs accept an Eligible OTC Trade 
which has been brol<ered, within the timeframe laid down by these 
Procedures, it will be registered by the Clearing House in the names of those 
GCMs, whether or not those GCMs have appointed or authorised that broker 
to submit such a trade. 

In the event that a trade is submitted to the Clearing House for registration by 
an Approved Broker and such trade is accepted for registration by that GCM, 
that GCM shall be bound by an LCH EnCiear OTC Contract arising there
from, notwithstanding that any trade particulars submitted by that Approved 
Broker In respect of such trade are erroneous or tncorrect. A GCM shall 
accept full responsibility to the Clearing House for any trade notified to the 
Clearing House by an Approved Broker. 

The Clearing House shall not be liable for any errors or omissions on the part 
of an Approved Broker who Inputs a trade via ClearWay and which is 
registered by the Clearing House. 

Approved Brokers do not act as agents for the Clearing House in participating 
in the services offered by the Clearing House In the LCH EnCiear OTC 
Services. 
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2E. 1.6 

The Clearing House, in adding a broker to the list of Approved Brokers, 
makes no warranty or promise regarding the competence, ability, experience 
or professional skills of any Approved Broker, or at all, notwithstanding that 
such broker shall have been authorised by the Clearing House to submit 
trades under the relevant product types. The authorisation of such brokers as 
Approved Brokers is purely to assist GCMs to submit trades to the Clearing 
House for registration in the names of those GCMs. No check is made 
regarding the skills, professionalism or competence of those brokers, nor is 
any consideration paid by any such, in return for authorisation or at all. 

OTPs 

OTPs may submit Eligible OTC Trades for registration via the ClearWay ticl<et 
entry system. 

LCH.Ciearnet has signed agreements with the following OTPs: 

• Baltic Exchange Derivatives Trading Limited (BEDT). BEDT 
submit trades for clearing via ClearWay. Tickets therefore pass 
through the ClearWay Lot Limit Credit Filter and are automatically 
accepted by the GCMs (STP facility) and registered for clearing in 
ECS 1f they are within the parameters set. Transactions which 
are not within the parameters set, or where no limit has been set 
by the GCMs, will remain in ClearWay as pending transactions 
for GCMs to accept manually. 

• Cleartrade (CT). CT connects directly to ECS and has its own 
Credit Filter, monitored by CT itself. Trades are sent to the 
Clearing House pre-confirmed by the GCMs in the CT Credit 
Filter, meaning GCMs will not have to accept the trades in either 
ECS or ClearWay and they will be registered as soon as received 
in ECS. On occasion, CT may manually enter details of trades 
transacted on their screen into ClearWay. These tickets will 
therefore pass through the ClearWay Lot Limit Credit Filter and 
be automatically accepted by the GCMs and registered for 
clearing in ECS if they are within the parameters set 
Transactions which are not within the parameters set, or where 
no credit limit has been set by the GCMs, will remain in ClearWay 
as pending transactions for GCMs to accept manually. 

PLEASE NOTE: If a GCM accepts an Eligible OTC Trade which has been 
matched on BEDT, within the timeframe laid down by these Procedures, it will 
be registered by the Clearing House in the name of that GCM, whether or it is 
a participant of BEDT. 

In the event that a trade is submitted to the Clearing House for registration by 
an OTP and such trade is "accepted" for registration by that GCM, that GCM 
.shall be bound by an LCH EnCiear OTC Contract arising there-from, 
notwithstanding that any trade particulars submitted by that OTP In respect of 
such trade are erroneous or incorrect. 

The Clearing House shall not be liable for any errors or omissions on the part 
of an OTP who inputs a trade directly to ECS or via ClearWay and which Is 
registered by the Clearing House. 
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2E.1.7 

2E.1.8 

2E.1.8.1 

2E.1.8.2 

2E.1 .8.2.1 

Contract Terms 

The LCH EnCiear OTC Contract Terms for contracts cleared in the Energy 
Division are set out in Section 3.3 of Part A of the Schedule to the LCH 
EnCiear OTC Regulations. 

The LCH EnCiear OTC Contract Terms for contracts cleared in the Freight 
Division are set out in Section 3.4 of Part A of the Schedule to the LCH 
EnCieat OTC Regulations. 

The LCH EnCiear OTC Contract Terms for contracts cleared in the Precious 
Metals Division are set out In Section 3. 5 of Part A of the Schedule to the LCH 
EnCiear OTC Regulations. 

The Eligibility Criteria for each LCH EnCiear OTC Conttact are set out in Part 
B of the Schedule to the LCH EnCiear OTC Regulations. 

Registration 

General 

Eligible OTC Trades in the Freight and Energy Divisions must be submitted to 
the Clearing House either via ClearWay or by an OTP for processing in the 
ECS System. 

Eligible OTC Trades in the Precious Metals Division must be submitted to the 
Clearing House via LMESmart for processing in Synapse. 

The Clearing House may require a GCM in whose name an LCH EnCiear 
OTC Contract is to be registered to t=>~lWide 11- with-F;evej:-fm.transfer to the 
Clearing House Collateral In respect of the initial and variation margin 
obligations as a condition of registration. 

EnCiear Market User Systems 

ClearWay 

ClearWay is an application used by GCMs, Approved Brokers and OTPs 
to enter eligible OTC trades, which once confirmed by both GCM's, will be 
registered for clearing in ECS. 

ClearWay contains a Lot Limit Credit Filter which enables GCMs to set 
limits for their position accounts. If a ticket is entered whfch falls within a 
GCM's set parameters, it's side of the trade w111 be automatically 
confirmed. 

Transactions which breach the parameters set, or where no credit limit 
has been set by the GCMs, will remain in ClearWay as pending 
transactions, for GCMs to accept manually. 

In the event that a trade is submitted to the Clearing House for 
registration by an OTP, Broker or GCM and such trade is accepted for 
registration by the GCM, the GCM shall be bound by the terms set in LCH 
EnCiear OTC Contract. 

2E.1 .8.2.2 ECS 
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2E.1.8.2.3 

2E.1.8.3 

2E.1 .9 

2E.1 . 10 

ECS Is the clearing system Which registers trades within the LCH EnCiear 
OTC Services: Freight and Energy Divisions. The following functionality is 
available to GCMs: 

• position keeping 

• positlon adjustments 

• position transfers (LCH,Ciearnet will perform the transfers on the 
request of GCMs) 

• manual exercise/aband'onment of Coal Options 

Synapse 

The Synapse system will be used to process Eligible OTC Precious Metals 
Trades submitted for clearing via LMESmart. 

Clearing Members should refer to the "Synapse Member User Guide" for 
operating instructions, full details of enquiries and report facilities and the 
Synapse Licence Agreement and Terms of Use. 

Details of registered LCH EnCiear OTC Precious Metal Contracts Will be 
disseminated to GCMs via Synapse GUI and the Clearing House Member 
Reporting site (private member-only site). 

Clearing House System Requirements 

GCMs and Approved Brokers must maintain an acceptable network 
connection from a location acceptable to the Clearing House for connecting to 
the ECS system, ClearWay and/or Synapse in order to carry out their 
Clearing Member responsibilities within the clearing systems and to review 
their trades and positions as necessary. 

Submission and Acceptance of Eligible OTC Trades for Registration in 
the Freight and Energy Divisions 

For registration of Eligible OTC Trades, GCMs must comply with all the 
requirements of the Clearing House as set out in the Rulebook and other 
relevant documentation issued by the Clearing House in this regard. 

An Eligible OTC Trade submitted to the Clearing House, which complies with 
the Clearing House requirements for registration, will be deemed to be 
registered by the Clearing House immediately upon receipt by ECS, after the 
acceptance by both GCMs, whether the acceptance is explicit or is given via 
the parameters of a credit filter. 

Submission and Acceptance of Eligible OTC Trades for Registration in 
the Precious Metals Division 

Matched trading data is presented for registration to the Clearing House in the 
name of the Clearlng Member submitting them to the LMESmart Matching 
System (evidenced by the use of the system security password}. Trades that 
exceed pre-set trade limits are held within Synapse, pending confirmation of 
acceptance for registration by the Clearing House. 
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2E.1.10,1 

2E.1.10.2 

Eligible OTC Preciqus Metal transactions which are not held in the pending 
queue will be registered upon acceptance in Synapse. Trades held in the 
pending queue will be registered upon release from the pending queue. 

Eligible OTC trades can be submitted on any London business day. 

Risk Pending Trades 

The traded price and lot size of all trades presented to the Clearing House for 
registration are validated against a price range and lots limit file. 

For each value date the price range above and below the previous day's 
closing price is calculated each day by reference to a pre-determined price 
limit for each Precious Metal (refer to 2E4.5). 

The price limit is normally set to be identical to the prevailing scanning range 
for each contract; however1 during periods of high price volatility this may 
temporarily be increased to avoid the suspension of trades which are within 
the day's trading range. Lot and price limits may be changed, by member 
circular, from time-to-time. 

Trades input, where either the price range or the lot size limit is exceeded, will 
be matched in the usual manner, but will be written to a separate 'matched 
trade file' for subsequent acceptance or rejection by the Clearing House. 

The Clearing House may alter the price and lots limits to cater for volatile 
price conditions. This will allow trades transacted at 'current' market prices to 
be Input, matched and presented to the Clearing House for registration 
without requiring acceptance. 

Conditions for Acceptance of Risk Trades 

Registration of trades held in the Risk Pending Queue is conditional on the 
provision of ,:narglR-~ever-, sufficrent CorlateraL The Clearing House will first 
consider any surplus ooverCollateral held, surplus credit variation margin, and 
any net credit variation margin in respect of new business, before requesting 
additional GQ~FCollateral from a Clearing Member. Margin in this case is net 
debit variation margin in respect of the pending trades, calculated 
automatically by the system with reference to the previous day's closing price. 

If the Clearing House decides that additional e-.QvefCollateral is 
Aesessar:yrequired, it will advise the Clearing Member as soon as possible. 
The Member so advised should contact the counterparty to the pending trade 
in order to notify thern that there may be some delay prior to acceptance of 
the trade. At the same time, the currency and method of funds transfer, or 
type of collateral to be provided, will be agreed between the Clearing House 
and the Clearing Member. Only when the Clearing House has received 
cQollateral or confirmation frorn the transferring PPS bank that the funds have 
been transferred will it accept the pending trades. 

The Clearing House will carry out the process of accepting pending trades on 
an hourly basis throughout the day, or more frequently where possible. The 
acceptance process will apply to both sides of a trade at the same time. 
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2E.1.11 

2E.1.12 

2E.1 .14 

2E.1 .14.1 

2E.1.14.2 

It is the responsibility of each Clearing Member to ensure that any trades 
likely to require acceptance are input and matched as early as possible In the 
day; and that either sufficient surplus oovrn:Collateral is maintained with the 
Clearing House (to meet debit variation margin obligations arising from 
pending trades) or arrangements are in place to meet additional calls for 
GGIIefCollateral. Matched trades not accepted by the Clearing House will not 
be registered. In order to achieve registration the trade must be re-submitted 
the next business day, when the same process will apply. 

Novation 

Once a trade has been registered in ECS, novation replaces each Eligible 
OTC Trade submitted through the LCH EnCiear OTC SeNices with two 
separate LCH EnCiear OTC Contracts: one between the selling GCM and the 
Clearing House and the other between the buying GCM and the Clearing 
House. 

Rejection 

If the Clearing House does not register a trade presented for registration It will 
notify the relevant GCMs concerned within a reasonable time, indicating the 
reasons for rejection. 

Notification 

For the Freight and Energy Divisions, all LCH EnCiear OTC Contracts arising 
from registered Eligible OTC Trades are listed on ECS and in the daily Trade 
report available through the Clearing House's Member reporting extranet site. 

For the Precious Metals Division, all LCH EnCiear OTC Contracts arising from 
registered Eligible OTC Trades are listed on the Clearing Member 
Registration Statement available on Synapse. 

Position Keeping Accounts 

Types of Accounts for the Freight and Energy Divisions 

Positions with regard to LCH.Ciearnet Freight and Energy Contracts are 
recorded within the ECS system in position-keeping accounts. For the 
avoidance of doubt, these position-keeping accounts in ECS are not "Member 
accounts" as described in Regulation 5 of the General Regulations. 

GCMs may open and utilise position accounts at their discretion. For example, 
a GCM may wish to have a separate account for each customer, several 
accounts for one customer or one account for several customers. 

There is no restriction on the number of individual position accounts a GCM 
may open. The account reference for each position account within the 
Clearing House systems will be a free format alphanumeric code, as 
prescribed by the GCM. 

Types of Accounts for the Precious Metals Divisions 

Positions with regard to LCH Precious Metals OTC Contracts are recorded 
within the GCM's House account within Synapse. 
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2E.1.14.3 

2E.1 .14.4 

2E.1.14.5 

2E.1 .14.6 

2E. 1.14.7 

2E.1 .15 

2E.1. 15.1 

Basis of Position Keeping for the Freight and Energy Divisions 

Position Accounts can be held net or gross, as required by the GCM. GCMs 
must notify the Clearing House of their requirements rn this regard. 

Basis of Position Keeping for the Precious Metals Divisions 

Positions within a GCM's House account are held net. 

Position Settlement (Gross Accounts) for Freight and Energy Divisions 

Where a position account is held gross, the GCM may, if it so wishes, carry 
out a closeout by the manual settlement of open positions, using the position 
adjustment facility in the ECS system. 

Financial Accounts 

Position accounts have financial accounts associated with them. These are, 
inter alia, used to record cash balances, securities/documentary credits and 
non-realised margin obligations. 

Where appropriate, GCMs' financial accounts are identified by a single 
character code: "C" for segregated client business; "H" for house and non
segregated business. 

Position accounts will map to either a GCM's "C" account or "H" account, as 
specified by that Member 

For the Precious Metals Division GCMs' House accounts will map to "H" 
financial account. 

At the Clearing House"s discretion, further financial accounts, used only to 
record financial balances, may be opened as follows: 

Code 

Buffer account (House), used for holding additional B 
cash in relation to House business 

Buffer account (Client), used for holding additional E 
cash in relation to Client business 

Default Fund (OF) Account 

Each Clearing Member's Default Fund Contribution is held in a separate 
financial account. In accordance with the Default Fund Rules this account 
attracts a higher rate of interest at 3 month LIBOR + 1%. The Default Fund 
account code is "F". 

Margins 

Initial Margins 

I LCH.Ciearnel Limited© 2013 10 



Clearing House Procedures LCH EnC/ear OTC Services 

2E.1.15.2 

2E.1.15.3 

2E.1.15.4 

2E.115.5 

Separate initial margin calculations are performed for a GCM's house "H" and 
client "C" accounts; no offset between these accounts is allowed. Accounts 
are margined net, meaning that if long and short positions are held in the 
same delivery month initial margin is charged on the net position. 

Initial Margins Parameters 

Initial margin parameters are set by the Clearing House. However, in 
accordance with the Regulations, the Clearing House retains the right at its 
discretion to vary the rates for the whole market or for an individual GCM's 
house and/or client accounts. 

GCMs will be notified by the Clearing House of alterations to initial margin 
parameters no later than the day before calls are made based on the new 
rates. 

Calculation of Initial Margins 

london SPAN 

Initial margins are re-calculated at the close of each business day using the 
London SPAN algorithm, which is an adaptation of the SPAN method 
developed by the Chicago Mercantile Exchange 1. 

For full details of how London SPAN calculates margins, reference should be 
made to the SPAN technical information package available from the Clearing 
House Service Desk +44 (0}20 7426 7200. Technical questions should be 
directed to the Clearing House Risk Management department on +44 (0)20 
7426 7620. 

Realised Variation Margin 

The majority of LCH EnCiear OTC Contracts are settled to market daily by the 
Clearing House in accordance with the relevant LCH EnCiear OTC Contract 
Terms, Profits or losses are either credited to or debited from GCMs' relevant 
financial accounts (realised margin). 

Realised margin is the calculated profit or loss arising from a comparison 
between the values of open positions at the relevant Reference Price with t11e 
value of positions recorded I.e. the Fixed Price for new trades and the 
previous day's Reference Price for other positions. 

Contingent Variation Margin 

Certain types of LCH EnCiear OTC Contracts (World Scale Wet Freight) are 
marked to market daily by the Clearing House 1n accordance with the relevant 
LCH EnCiear OTC Contract Terms. Un-realised margin is the calculated 
contingent profit or loss arising from a comparison between the values of 
open positions at the relevant Reference Price with the value of positions 
recorded i.e. the original traded price. 

1 The Ctllcago Mercantile Exchange (CMEj permitted the Clearing House to adapt the CME specifications for SPAN to produce 
London SPAN, which meets the particular requirements of the London futures and options markets. 'SPAN [TM) ®' is a 
registered tractemar1< of the CME. The CME assumes no liabil[ty in connection with the use of SPAN Of London SPAN by any 
person or entity. 
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2E.1.15.6 

2 E.1 .15.7 

2E.1.16 

2E.1.16.1 

Option Variation Margin 

As premium is paid up front, option variation margin is the value of unexpired 
option, calculated with reference to the official quotation. Bought and sold 
options generate credit and debit NLV (Net Liquidation Value) margin 
respectively. 

Intra Day Margin Calls 

In accordance with the Regulations the Clearing House is entitled to make 
additional margin calls for payment the same day (intra-day margin calls) 
where it considers it necessary. Intra-day margin calls will be rnade through 
the Protected Payments System in London or the USA (USD). 

Trade Management for the Freight and Energy Divisions 

Trade Entry 

Eligible OTC Trades for the Freight and Energy Divisions may be submitted 
for clearing either directly by the GCM or by an Approved Broker via 
ClearWay, or through an OTP. A list of Approved Brokers Is available from 
the Clearing House. 

BEDT trades will be submitted via the Baltex screen, which is linked directly to 
ClearWay. Cleartrade trades may be entered via the Cleartrade screen, 
which is linked directly to ECS, or manually (by Cleartrade staff) via 
ClearWay, 

The following particulars of Eligible OTC Trades must be entered in ClearWay 
via its Ticket Entry screen: 

• Product 

• Series (Spot, Month, Quarter, Season or Calendar) 

• Contract Type (Forward, Call or Put) 

• Prompt (contract day, month, quarter, season or calendar) 

• Strike (select from the dropdown llst) 

• Seller Ref (a sequential number) 

• Buyer Ref (same as the Seller Ref) 

• Seller Account (obtained from the customer or its GCM) 

• Buyer Account (obtained from the customer or Its GCM) 

• Lots (per month (or day In the case of spot)) 

• Price 

The following particulars of Eligible OTC Trades must be entered in ClearWay 
via an Upload file: 
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2E.1 ,16.2 

2E.1.16.3 

• Type (always TICKET) 

• Sell Trader {always LCH1 ) 

• Sell Account (obtained from the customer or its GCM) 

• Sell Broker (their 3 letter mnemonic) 

• BuyTrader(always LCH1) 

• Buy Account (obtained from the customer or Its GCM) 

• Buy Broker (their 3 letter mnemonic) 

• Contract (combination of the product, series, contract type, 
prompt and strike) 

• Quantity (in lots) 

• Price 

• Buy Client Ref (a sequential number) 

• Sell Client Ref (same as the Buy Client Ref) 

• Anonymous Trade (always Y) 

In certain circumstances the Clearing House may enter trades upon request 
from a GCM, Approved Broker, OTP or other party. In such circumstances, 
the Clearing House shall have no liability to the GCM, Approved Broker, OTP 
or any other party for any failure to Input trades or for inputting trade details 
incorrectly. 

Trades between persons who are not GCMs 

Where an Eligible OTC Trade is executed directly between two parties who 
are not GCMs, or between a GCM and another party, the trade may be 
submitted for clearing provided that each party to that trade has a GCM who 
is prepared to "accept" that trade for clearing. Such Eligible OTC Trades will 
then be submitted to the relevant GCMs via ClearWay for acceptance. 

Acceptance of Trades 

Energy and Freight Trades must be accepted by GCMs in order to be cleared. 

When details o' an Eligible OTC Trade are input via ClearWay, such trade 
details will be sent to the GCMs identified In such particulars, who may then 
accept or reject their side of that trade. 

GCMs can accept and reject trades in ClearWay manually, but can also set lot 
limit parameters for their customers. such that trades which fall within those 
parameters are automatically deemed as accepted by those GCMs. Trades 
which do not pass the lot limit validation criteria set by a GCM will go to a 
pending state. and will not be cleared unless they are manually accepted on 
the same day oy the GCM. If a GCM has a credit limit set up for an account 
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2E.1.16.4 

and a trade is entered which is within that limit, that GCM will not have an 
opportunity to reject that trade. 

Once a trade has been accepted by both GCMs 1n ClearWay, either manually 
or automatically via the credit filter, it is submitted to ECS for registration. 
where the trade is novated and a subsequent LCH OTC Contract arises 
between each GCM and LCH.Ciearnet. 

Cleartrade trades need to be confirmed in Cleartrade's credit filter prior to 
being accepted by ECS for registration. GCMs can set credit limit parameters 
for their clients in Cleartrade and should refer to Cleartrade's procedures for 
further details of this. 

If a trade IS neither accepted nor rejected by both GCMs by close of business 
at the end of any business day, it shall cease to be eligible for registration in 
the name of that GCM or any other GCM and the trade will either remain open 
as a bi-lateral uncleared trade or be terminated, dependent upon what the 
trading parties have agreed in the event of non-registration and will 
automatically be deleted from the CtearWay system. 

Acceptance by a GCM of any Eligible OTC Trade means that the GCM so 
accepting agrees to be bound by an LCH EnCiear OTC Contract arising in 
respect of that OTC trade in accordance with the Regulations and these 
Procedures, and other applicable documentation. Once a trade has been 
accepted In accordance with the requirements of the Clearing House, as 
notified from time to time to GCMs. the trade may not be withdrawn, recalled 
or amended. 

Contra Trades 

Where incorrect details of a trade have been accepted by both GCMs in 
accordance with the Regulations and these Procedures, the only available 
method to correct that trade will be by the entry of a contra trade. 

A contra trade will not be required if the trade has a status of "pending" and 
has not been accepted by both counterparties, as the trade can be cancelled 
via CtearWay by the GCM or Approved Broker and input again with the 
correct details. 

An accepted trade may need to be corrected by a contra trade for the 
fottowing reasons: 

• incorrect price; 

• inco·rect expiry month; 

• incorrect product; 

• Incorrect lots (only where too many lots have been entered), 

• incorrect buyer/seller. 

GCMs will be able to view and confirm all contra trades in ClearWay. Contra 
trades will appear in CtearWay as new trades and it wilt be the responsibility 
of the GCMs to confirm the trades as appropriate. Where a contra trade is 
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2E.1 .17 

2E.1 .17 1 

2E.1 .17.2 

2E 118 

2E.1 19 

entered via ClearWay and passes the lot limit validation criteria set by a GCM. 
lt will be automatically accepted by that GCM. Where a trade does not meet 
the validation criteria, it will pend and need to be manually confirmed by that 
GCM. 

Contra trades will attract the same clearing fees as a normal trade unless 
Commercial Services are notified of the trade details on +44 (0}20 7426 
7027/6311 . 

Trade Management for the Precious Metals Division 

Registration of Trades 

Matched trades will be received from LMESmart in Synapse. They are then 
immediately registered by the Clearing House (unless the trades are pending 
LCH.Ciearnet Business Operations or Risk approval) 

Contra Trades 

Where a trade has been erroneously matched ln LMESmart, the only 
available method to correct that trade will be by matched entries of a contra 
trade into LMESmart by the same Clearing Members. 

A registered trade may need to be corrected by a contra trade for the 
following reasons: 

• incorrect price; 

• incorrect value date; 

• incorrect lots (only where too many lots have been entered); 

• incorrect buyer/seller. 

Position Transfers 

GCMs wishing to affect a position transfer from one GCM to another GCM 
should submit a request to the Clearing House Membership Team by email to 
MembershipTeam@lchclearnet.com. Confirmation of a position transfer is 
required from both the transferor GCM and the transferee GCM. 

GCMs are requested to forward the Position Transfer Request as early as 
possible, but no later than 12:00 hours, on a business day, to ensure timely 
input of the details into ECS/Synapse. 

Provided that adequate oovet:Collateral is available from both GCMs, the 
transfer will normally be authorised. Should insufficient oove~Collateral be 
available, the transfer may not be authorised until additional G.werCollateral is 
provided. 

Reports 

ECS 
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The ECS system will generate reports at the end of each business day 
detailing registered LCH EnCiear OTC Contracts in the Freight and Energy 
Divisions, margin requirements and positions. These reports are available to 
GCMs and some to Approved Brokers via the Clearing House Member 
Reporting site (a private member-only site). 

It is the responsibility of each GCM and Approved Broker to preserve any 
report required for historic, audit or legal purposes, including, but not limited 
to, any margin reports. 

ClearWay 

ClearWay will retain 90 days of trade data only, showing details of all trades 
entered and whether or not they cleared, which can be accessed by GCMs 
and Approved Brokers through the ClearWay GUI and downloaded as a 
report. 

Synapse 

Synapse will (as part of end-of-day processing) generate reports, which will 
be available via the Synapse GUI and the Clearing House Member Reporting 
site (a private merrber-only site). 

It is the responsioi!ity of each GCM to preserve any report required for 
historic, audit or legal purposes, including. but not limited to, any margin 
reports. 

2E.1.20 Fees 

Fees arising for the provision of LCH EnCiear OTC Services Will be collected 
from the GCMs monthly through the Members' accounts. 

Detans of tariffs and any changes thereto will be notified to GCMs by means 
of Member circulars. 

For further details regarding fees (including details of how information 
regarding charges made for LCH EnCiear OTC Contracts registered by the 
Clearing House is communicated to GCMs), please see Section 3.6 (Financial 
Transactions, Fees) of these Procedures. Members should also have regard 
for the individual sections of these LCH EnCiear OTC Services Procedures 
which may contain further information regarding fees. 

2E.1 21 Tax 

GCMs should take their own legal and accounting advice regarding any 
taxation liabilities in any country In which a liability to pay tax may arise. 

In the event t,at the Clearing House incurs any liability to pay any tax in 
respect of or In connection with any LCH EnCiear OTC Contract, it shall have 
the right to require reimbursement of such tax liability, together with any costs 
or expenses incurred by the Clearing House in connection with the 
administration and processing of such tax liability, from the GCM who is or 
was party to that LCH EnCiear OTC Contract and whom, in the Clearing 
House's reasonable opinion, should be responsible for meeting such tax 
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liability, costs and expenses. The Clearing House will collect such payments 
through the Clearing House Protected Payments System. 

2E.2 TO THE EXTENT THAT VAT, OR ANY EQUIVALENT TRANSACTION TAX, 
IS DUE OR BECOMES DUE IN RESPECT OF A TRANSACTION UNDER 
ANY LCH ENCLEAR OTC CONTRACT, THE CONSIDERATION WHICH 
THE PARTIES HAVE AGREED IS DUE UNDER THE CONTRACT WILL BE 
REGARDED AS EXCLUSIVE OF VAT OR ANY EQUIVALENT 
TRANSACTION TAX. ANY VAT OR EQUIVALENT TRANSACTION TAX 
WILl BE CHARGED IN ADDITION TO THIS AMOUNT. 
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2E.2.1 

2 E.2.2 

2E.2.2.1 

2E.2.2.2 

2£,2.2.3 

FREIGHT DIVISION 

Introduction 

This Section 2E.2 only applies to the Freight Division of the LCH EnCiear 
OTC Services. 

References to "LCH EnClear OTC Clearing Members" or "GCMs" in this 
section, means those GCMs Who are party to, or accept, Eligible OTC Trades 
in the Freight Division for clearing by the Clearing House. See Section 2E.1.3 
for further details about obtaining approval to clear within the Freight Division. 

OTC Freight Division Products Eligible for Clearing 

Only trades in products approved by the Clearing House for the LCH EnCiear 
OTC Freight Division (''Eligible Products") may be submitted for registration. 
The contract terms of Eligible Products for the Freight Division are set out In 
Section 3.4 of Part A of the Schedule to the LCH EnCiear OTC Regulations 
and may be amended from time to time. 

Below is a list of Eligible Products in the Freight Division; this list is split into 
three categories of products within Freight Division. The list may change from 
time to time. 

FFA (Forward Freight Agreement) Products 

Dry Timecharter Basket Routes - Forwards (CTC, PTC, STC, HTC) 

Dry Timecharter Trip & Basket Routes - Options (CTO, PTO, STO, HTO, 
P20) 

Dry Voyage Routes (C3E, C4E, C5E, C7E} 

Dry Trip Timecharter Routes (P1 E, P2E, P3E, P1A, P2A, P3A) 

Dry Timecharter Voyage Route (S7) 

$per Tonne Tanker Voyage Routes (D0 3, 005, OD7, D19, OC2, DC6, 014) 

Baltic Exchange Dry Index (BDI} 

CFSA (Container Freight Swap Agreement) Products 

CNW (Shanghai - North West Europe) 

CMO (Shanghai- Mediterranean) 

CSW (Shanghai - US West Coast) 

CSE {Shanghai- US East Coast) 

WCI Container Products 

WRS (Rotterdam - Shanghai) 

WLS (Los Angeles -Shanghai) 
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2E.2.2.4 

2E.2.3 

2E.2.3.1 

2E.2.3.2 

Commodities 

Iron Ore Swaps (TSI) 

Iron Ore Options (TSO) 

Steel Swaps (SCN, SCS, SST, SBC, SCC) 

Fertilizer Swaps (UNO, UYZ, DTA, DNO, UAN, UNE) 

Fertilizer Options (ONO) 

Coal Swaps (API 2 and API 4)2 

Coal Options (API 2 and API 4)3 

Operating Times 

Opening Days 

The Clearing House will publish details of the business days on which the 
LCH EnCiear OTC Service is operational to receive Eligible OTC Trades in its 
Freight Division by Member Circular. 

Opening Hours 

Eligible OTC Trades in the Freight Division may be notified during the 
following UK times: 

Products Trade Entry Times Trade Confirmation Times 

FFAs 07:00- 18:00 07:00 - 18:30 

Containers 07:00 - 18:00 07:00-18:30 
' 

rron Ore 07:00- 18:00 07:00-18:30 

Steel 07:00-18:00 07:00- 18:30 

Fertilizer 07:00- 18:00 07:00- 18:30 

Coal SWaps 07:00- 18:00 07:00 - 18:30 

Coal Options I o1:oo - 1a:oo 07:00- 18:30 

2 
API2 and API4 are trademarks and are used under license from Argus Media Limited and IHS Global limited. All 

copyrights and database rights in the API 2 and API 4 indices belong exclu.sively to Argus Media limited and lHS Global 
limited and are used herein under ll<:ense. LCH.Ciearnet Ltd is solely responsible for the API 2 elf ARA and API 4 fob 
Richards Bay (Argus/McCioskey) Coal Swap Contracts. Argus and IHS take no position on the purchase or sale of such API 2 
elf ARA and AP14 fob Richards Bay (Argus/McCioskey) Coal Swap Contracts. 

3 See footnote 2, above. LCH.Ciearnel Ltd Is solely responsible for the API 2 cif ARA and API 4 fob Richards Bay 
(Argus/McCioskey) Coal Option Contracts. Argus and IHS take no position on the purchase or sale of such API 2 cif ARA and 
/\PI 4 rob Richards Bay (Argus/ McCloskey) Coal Option Contracts. 
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2E.2.4 

2E.2.5 

2E.2.6 

On expiry date - 07:00 - 17:00 On expiry date- 07:00- 17:30 

Any trade which has not been accepted within the time specified above, on 
the day on which particulars of that trade are input into ClearWay, will be 
deleted from ClearWay automatically during the end of day run. It will cease 
to be an Eligible OTC Trade and will not be registrable that day. It may, 
however, be re-submitted on another day. 

Note: GCMs are asked to note that where trades are executed or 
originated outside the Opening Hours, no registration can take 
place until the relevant registration time on the following Opening 
Day. Where a weekend and/or public holiday Intervenes, 
registration may be delayed for more than a day. 

Trade Acceptance: Cleartrade Credit Filter 

GCMs may elect to use Cleartrade Exchange Pte Ltd's credit filter. If a GCM 
does so elect, then, when a trade is submitted through the filter, submission of 
the trade through the filter constitutes a deemed "acceptance" of the trade on 
behalf of the GCM. If a GCM wishes to allow for trades to be submitted in its 
name, through the Cleartrade credit filter, it should contact the Membership 
Department of LCH.Ciearnet for the requisite variation agreement, amending 
the Clearing Extension Agreement. GCMs shall be bound by the LCH 
EnCiear OTC Contract which arises subsequently, upon registration of the 
trade in ECS. 

Correspondingly, where a trade has been submitted to via the Cleartrade 
credit filter, a pre-matched contra trade in respect of that trade may only be 
submitted via the Cleartrade credit filter. 

Settlement 

All LCH EnCiear OTC Contracts arising from Eligible OTC Trades in the 
Freight Division are subject to cash settlement unless closed out prior to 
expiry of the relevant contract series (not permissible for World Scale wet 
contracts). No phys1cal settlement is permissible. 

Reference Prices for Daily Settlement and Marking to Market 

The Clearing House will use a variety of data from market participants, price 
reporting agencies and brokers for the purposes of producing reference prices 
each Business Day for daily settlement purposes and for the final settlement 
prices. See Part B of the Schedule to the LCH EnCiear OTC Regulations for 
details of the reference prices for each eligible product in the Freight Division 
listed therein. The reference price will be the "Floating Price" for the purposes 
of the Contract Terms (see the Schedule to LCH EnCiear OTC Regulations) 
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2E.3 

2E.3.1 

2E.3.2 

2E.3.2.1 

2E.3.3 

2E.3.3.1 

2E.3.3.2 

ENERGY DIVISION 

Introduction 

This Section 2E.3 only applies to the Energy Division of the LCit En Clear 
OTC Services. 

References to "LCH EnCiear OTC Clearing Members" or "GCMs" in this 
section, means those GCMs, being OTC Participants, who are party to, or 
accept, Eligible OTC Trades in the Energy Division for clearing by the 
Clearing House. See Section 2E.1.3 for further details about obtaining 
approval to clear the Energy D.ivision. 

OTC Energy Division Products Eligible for Clearing 

Only trades in products approved by the Clearing House for the Energy 
Division of the LCH EnCiear OTC Services ("Eligible Products") may be 
submitted for registration . The contract terms of Eligible Products for the 
Energy Division are set out in Section 3.3 of Part A of the Schedule to the 
LCH EnCiear OTC Regulations and may be amended from time to time. 

Below is a list of Eligible Products in the Energy Division. This list may change 
from time to time. 

Emissions contracts 

EUA Forward Contract (EUA) 

CER Forward Contract (CER) 

EUA Spot Contract (EUS) 

CER Spot Contract (CES) 

EUA Option Contract (EUO) 

CER Option Contract (CEO) 

Operating Times 

Opening Days 

The Clearing House will publish deta11s of the busihess days Oh which the 
LCH EnCiear OTC Service is operational to receive Eligible OTC Trades in its 
Energy Division by Member Circular. 

Opening Hours 

Eligible OTC Trades tn the Energy Division may be notified during the 
following UK times: 

Products Trade Entry Times Trade Confirmation Times 

Emissions 07:00 -18:00 07:00 - 18:30 
Contracts 
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2£.3.4 

2E.3.5 

Any OTC trade which has not been accepted within the time specified above, 
on the day on which particulars of that trade are input via C'learWay. will be 
deleted from ClearWay automatically during the end of day run. It will cease 
to be an Eligible OTC Trade and will not be registrable that day. It may, 
however, be re-submitted on another day. 

Note: GCMs are asl<ed to note that where trades are executed or 
originated outside the Opening Hours, no registration can take 
place until the relevant registration time on the followlng Opening 
Day. Where a weekend and/or public holiday intervenes, 
registratlon may be delayed for more than a day. 

Settlement 

All LCH EnCiear OTC Contracts arising from Eligible OTC Emission Trades 
are subject to physical delivery, unless closed out prior to commencement of 
the relevant delivery period. 

GCMs should refer to Section 2E.6 of these Procedures (Emissions Delivery 
Procedures) for full details of the delivery process. 

Reference Prices for Daily Settlement and Marking to Market 

The Clearing House will use a variety· of data from market participants, price 
reporting agencies and brokers for the purposes of producing reference prices 
each Business Day for daily settlement purposes and for the final settlement 
prices. See Part B of the Schedule to the LCH EnCiear Regulations for details 
of the reference prices for each eligible product in the Energy Division listed 
therein. 
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2E.4 

2E.4.1 

2E.4.1.1 

2E.4.2 

2E.4.3 

2E.4.3.1 

2E.4.3.2 

PRECIOUS METALS DIVISION 

Introduction 

This Section 2E.4 only applies to the Precious Metals Division of the 
LCH EnCiear OTC Services. 

References to "LCH EnCiear OTC Clearing Members" or "GCMs" in this 
section, means those GCMs who are party to Eligible OTC Trades in the 
Precious Metals Division. See Section 2E.1.3 for further details about 
obtaining approval to clear the Precious Metals Division. 

OTC 'precious Metals Division Products Eligible for Clearing 

Only trades in products approved by the Clearing House for the LCH EnCiear 
OTC Precious Metals Division ('(Eligible Products") may be submitted for 
registration. The contract terms of Eligible Products for the Precious Metals 
Division are set out in Section 3.5 of Part A of the Schedule to the LCH 
EnCiear OTC Regulations as may be amended from time to time. 

Below is a list of Eligible Products in the Precious Metal Division: 

OTC Gold Forward (OGD) 

OTC Silver Forward (AGO) 

The OTC Gold Forward and OTC Silver Forward contracts are referred to in 
this Section 2E.4 and Section 2E. 7 as the "Precious Metal Contracts'' or as 
gold and silver respectively. 

Operating Times 

Opening'Days 

The Clearing House will publish details of the business days on which the 
LCH EnCiear OTC Service is operational to receive Eligible OTC Trades ln Its 
Precious Metals Division by Member Circular. 

Opening Hours 

Eligible OTC Trades in the Precious Metals Division may be notified during 
the following UK times: 

Products Trade Acceptance Times 

OGD (Gold) and 07:30- 20:00 for forwards 
AGO (Silver) 

07:30- 15:00 for next valid value date 

Any trade which has not been accepted within t11e time specified above on the 
day, on which particulars of that trade are input into Synapse, will be rejected 
by Synopse. It will cease to be an Eligible OTC Trade and will not be 
registered that day. GCMs may, however, elect to re-submit on another day. 
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2E.4.3.3 

2E.4.4 

Note: GCMs are asked to note that where trades are executed or 
originated outside Trade Acceptance times, no registration c~n 
take place until the relevant registration time on the following 
Business Day. Where a weekend and/or public holiday intervenes, 
registration may be delayed for more than a day 

Settlement by Delivery: 

(a) The net Lots covered by Precious Metal Contracts remaining open on 
expiry of the contract shall be settled on their Value Date by payment. 

(b) The Clearing House shall raise invoices or credit notes for the contract 
weight of the net Lots covered by such Precious Metal Contracts at the 
Settlement Price and shall deliver the same to the relevant Clearing 
Members. Such invoices and credit notes shall be for the contract 
weight. 

(c) Payments and receipts in respect of the Invoices and credit notes 
raised by the Clearing House under (b) above shall be effected 
through PPS. 

(d) The net Lots covered by Precious Metal Contracts open on expiry of 
the contract shall be settled by delivery between Unallocated Precious 
Metal accounts as set out below at 2E. 7. Once the settlement 
instructions have been matched with LCH.Ciearnet, the settlement is 
irrevocable. 

Re.ference Prices for Daily Settlement to Market of Precious Metal 
Contracts 

The Clearing House will use the LBMA Gold Forward Curve and LBMA Silver 
Forward CUrve anchored onto the spot gold and silver prices, respectively, 
for the purposes of producing reference prices each business day for daily 
settlement to market of contracts. 

In the event that the LBMA Gold Forward Curve and/or LBMA Silver Forward 
Curve is not availab1e or is deemed to not be an accurate reflection of current 
market prices, the Gold and/or Silver prices would be based on either: 

• brol<er quotes for spot gold or silver and a previous LBMA Gold 
Forward Curve or LBMA Silver Forward Curve adjusted to reflect 
changes in US interest rates; or 

• gold or silver forward prices that LCH.Ciearnet Risk Department 
deems to be an accurate reflection of current market prices .. 

The Clearing House will use the London Gold Fixing PM price for the final 
settlement price. In the event that the London Gold Fixing PM price is not 
available (for example Christmas eve) or deemed to not be an accurate 
re.flection of the current market price either the London Gold Fixing AM price 
or broker quotes for spot gold or a price that LCH.Ciearnet Risk Department 
deems to be an accurate reflection of the current market price will be used for 
the final settlement price. 
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The Clearing House will use the London Silver Fixing price for the final 
settlement price. In the event that the Silver Fixing price fs not available (for 
example Christmas eve) or deemed to not be an accurate reflectton of the 
current market price either the broker quotes for spot silver or a price that 
LCH.Ciearnet Risk Department deems to be an accurate reflection of the 
current market price will be used for the final settlement price. 

The London Bullion Market Association is the owner of the LBMA Gold 
Forward Curve and the LBMA Silver Forward Curve. The London Gold Market 
Fixing Ltd is the owner of the London Gold Fixing price data and The London 
Silver Market Fixing Ltd is the owner of the London Silver Fixing price data. 
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2E.5 

2E.5.1 

2E.5.1 .1 

2E.5.1.2 

2E.5.1 .3 

OPTION EXERCISE AND EXPIRY 

The OTC EnCiear service provides option contracts that are exercised 
through the Clearing System. 

Freight, Fertilizer and Iron Ore Options 

Freight, Fertilizer and Iron Ore options are European style. Automatic exercise 
will occur if the option contract is one tick or more in the money on expiry day 
With reference to the relevant Final Settlement Price. Upon exercise or 
assignment an open futures position wfll be created in the underlying contract 
at the strike price which will be immediately cash settled. Clearing Members 
cannot make any adjustments to the automatic exercise settings. Option 
contracts not automatically exercised against the Final Settlement Price will 
expire worthless. 

Emissions Options 

Emission options are European style. Automatic exercise will occur If the 
option contract is one tick or more in the money on expiry day with reference 
to the relevant Final Settlement Price. Upon exercise or assignment an open 
futures position will be created in the underlying contract at the strike pr1ce. 
Clearing Members cannot make any adjustments to the automatic exercise 
settings. Option contracts not automatically exercised against the Flnal 
Settlement Price will expire worthless. 

Coal Options 

Coal options are European style. Coal options will be automatically exercised 
or expired, unless manually exercised or cancelled, as described below. 

Automatic Exercise 

Automatic exercise will occur if the option contract is one tick or more in the 
money on expiry day with reference to the relevant Final Settlement Price. 

Upon exercise or assignment an open futures position will be created in the 
underlying contract at the strike price. Option contracts not automatically 
exercised against the Final Settlement Price will expire worthless. 

Manual Exercise or Cancellation 

On expiry day and before 17:30 hours, Clearing Members can override the 
automatic exercise of a coal option by using the ECS EnCiear Trade GUI to 
perform a manual exercise or cancellation of the option contract. Upon 
exercise or assignment, an open futures position will be created in the 
underlying contract at the strike price. 

It is not possible for Clearing Members to input exercise or exercise 
cancellation instructions after the option expiry deadlfne has dropped. 
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2E.5.1A Exercise by the Clearing House 

When exercised against, the Clearing House will select sellers against which 
to assign, based on their open position at the end of the last trading day 

Notice of Assignment/Allocation 

The Clearing House will use reasonable endeavours to notify the relevant 
seller of its allocation as soon as is possible on the day the options expire. 

Notification will be sent via the MBREXR report on the Memberlive reporting 
site. Members must have a valfd account and password to access this secure 
site. 
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2E.6 

2E.6.1 

2E.6.1.1 

2E.6.1.2 

2E.6. t 3 

2E.6.1.4 

2E.6.1,5 

2E.6.1 .6 

2E.6.2 

2E.6.2.1 

EMISSIONS DELIVERY PROCEDURES 

General Information 

Additional Definitions 

Additional definitions relevant to the LCH EnCiear OTC Services: Energy 
Division are set out at Section 3.3C of the Schedule to the EnCiear OTC 
Regulations. 

Delivery of Documentation to the Clearing House 

Clearing Members must submit the required delivery documentation by email 
to LCHOperations-Commodities@lchclearnet.com or by hand to 
LCH. Clearnet Limited, Aldgate House, 33 Aid gate High. Street, London EC3N 
1 EA, United Kingdom in both cases marked "Urgent, for the attention of 
Operations and Client Servicing", 

Authorised Signatories 

Prior to making or taking any delivery, Clearing Members must submit a list of 
authorised signatories to the Clearing House (Appendices 2E.A). It is the 
Clearing Member's responsibillty to ensure that details of authorised 
signatories held at the Clearing House are updated as appropriate. 

"Buyers" and "Sellers" 

Throughout these delivery procedures the term "Buyer" or ''buyer" is used to 
refer to the buying Clearing Member and "Seller'' or "seller" to the selling 
Clearing Member. 

Member Accounts 

No offset is allowed for either physical delivery or financial settlement between 
Clearing Members' house and client accoLmts. 

Clearing House Account 

The Clearing House shall maintain Accounts in the Registry for the purposes 
of making and tal<ing delivery Under LCH EnCiear OTC Contracts. Deliveries 
to the Clearing House must. be made to the Clearing House's Account as 
follows: 

Account Number: EU-100-5016892-0-62 

OTC Emissions Delivery for Forward Contracts 

Introduction 

T his Section 2E.6.2 (plus Appendices 2E.A-E) applies to deliveries under 
Forward EUA and CER Emissions Contracts within the OTC Emissions 
Service of the LCH EnCiear OTC Services (Energy Division). The following 
terms shall have the following meanings for the purposes of the same 
provisions. 

I Authorised I A natural person authorised for the purposes of the I 
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2E.6.2.2 

Representative Registry Regulation to initiate Transfer Requests 

Additional A natural person authorised for the purposes of the 
Authorised Registry Regulation to authorise Transfer Requests 
Representative 

Buyer A GCM who is the buyer under an LCH EnCiear OTC 
Contract. 

CER A certified emissions reduction that conforms to the 
contract terms and eligibility criteria contained in the 
Schedule to the LCH EnCiear OTC Regulations 

GCM An LCH EnCiear OTC Clearing Member who has 
entered into a clearing extension agreement with the 
Clearing House for the purpose of participating in the 
OTC Emissions Service 

EUA An EU allowance that conforms to the contract terms 
and eligibility criteria contained in the Schedule to the 
LCH EnCiear OTC Regulations 

Forward An LCH EnCiear OTC Contract, being a forward EUA or 
Contract CER emissions contract 

Instruments EUAs or CERs, as the case may be, to be delivered in 
accordance. with the terms of an LCH EnCiear OTC 
Contract. 

OTC Emissions That part of the LCH EnCiear OTC Services (Energy 
Service Division) which relates to OTC Emissions Products. 

PPS Protected Payment System to debit or credit payments 
from GCMs' accounts. 

Registry The Union registry established pursuant to the Registry 
Regulation. 

Registry As defined at Section 3,3C of the Schedule to the 
Regulation EnCiear OTC Regulations 

Seller A GCM who is the seller under an LCH EnCiear OTC 
Contract. 

Trading Account An Account that is a trading account. 

Transfer A request made in accordance with the Registry 
Request Regulation for the transfer of Instruments. 

Compliance Registry Regulation and other requirements 

Each GCM shall at all times comply with any applicable provisions of the 
Registry Regulation, any other applicable legislation and any applicable 
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2E.6.2.3 

2E.6.2.3.1 

2E.6.2.4 

2E.6.2.5 

2E.6.2.6 

2E.6.2.7 

requirements, terms, conditions and procedures of the Registry in performing 
its obligations under LCH EnCiear OTC Contracts and otherwise when 
participating in the OTC Emissions Service. Each GCM shall additionally 
obtain and at all times adequately maintain such systems and technology as 
may be necessary in order to comply with such provisions. 

Delivery Specification 

Delivery 

Delivery under an LCH EnCiear OTC Contract is effected by the transfer of 
Instruments in accordance with the terms of that LCH EnCiear OTC Contract 
from the Trading Account of the Seller to the relevant Trading Account of the 
Clearing House and from the relevant Trading Account of the Clearing House 
to the Trading Account of the Buyer. 

Requirement to have a Trading Account and ''trusted account list" 

To participate in the OTC Emissions Service, each GCM must maintain an 
operational Trading Account from which it is possible to make delivery under 
that LCH EnCiear OTC Contract into the relevant Trading Account of the 
Clearing House or, as the case may be, into which it is possible to take 
delivery under that LCH EnCiear OTC Contract from the relevant Trading 
Account of the Clearing House. Each Clearing Member must link to the 
Clearing House's designated Trading Account and maintain that link in its 
"trusted account list'' to enable deliveries to progress in accordance with the 
timetable at Section 2E.6.2.7. 

Nature of the Instruments to be delivered 

Instruments to be delivered shall meet the relevant eligibility criteria set out in 
the Schedule to the LCH EnCiear OTC Regulations. Each GCM shall ensure 
that any Instruments it delivers In performing its obligations under an LCH 
EnCiear OTC Contract within the OTC Emissions Service are free and clear 
of all and any encumbrances. 

Days and Times 

Unless otherwlse stated, references to "day" mean "business day'1• All 
"timings" or "times of day" are London times. 

Delivery timetable for Forward Contracts 

The following is the UK timetable governs the delivery of Instruments under 
Forward Contracts in the OTC Emissions Service. For the avoidance of doubt 
the timetable applies whether the Instruments to be delivered under the 
particular Forward Contract are EUAs or CERs. 
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. . ..... ~· .. 
DAY. ·'TIME ACTION 

~ . • ..;:- ch .. . . . 

Cessation of At 18:00 Trading ceases Trading ceases 
trading day 

(D -1) By 18:30 Trade confirmation Trade confirmation 
only only 

After19:15 HIT report available HIT report available 

Invoice and Account Invoice and Account 
Sales report Sales report 
available available 

Delivery Day By 09:00 Pays contract value 

(D) 
to the Clearing 
House (via PPS) 
against the 
Instruments to be 
transferred to the 
Buyer by the 
Clearing House 

By 10:00 Submit appropriate Submit appropriate 
Seller's Delivery Buyer's Delivery 
Cont;rmation Form Confirmation Form 

By 14:30 Sellers must ensure 
that the necessary 
Transfer Requests 
have been effected 
and that the 
necessary 
Instruments have 
been Transferred 
into the Trading 
Account of the 
Clearing House 

After 14:30 Receives contract On receipt from the 
value (via PPS) Sellers of the 
against Instruments Instruments into the 
received by the Trading Account of 
Clearing House the Clearing House, 

the Clearing House 
will randomly select 
the order in which 
the Clearing House 
will make Transfer 
Requests. 

At 14:30 Buying-in notice Invoice amounts 
presented to Selling returned in respect 
Clearing Member in of the Late Delivery 
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2E.6.2.8 

2E.6.2.8.1 

2E.6.2.8.2 

Delivery Procedure 

respect of Late 
Delivery of 
Instruments 
requiring them to 
transfer the 
necessary 
Instruments by 
11 :00 hours on the 
Delivery Day + 1. A 
failure to do so will 
be deemed a Failed 
Delivery and will 
prompt Buying-in. 

of Instruments. 

Contracts will expire at 18:00 on the last Monday of the contract month. 
Where the last Monday of the contract month is not a business day, or there is 
a non-business day in the four days following the last Monday of the contract 
month, then the expiry day will be the second last Monday of the contract 
month. In cases where there is a non-business day in the four days following 
the second last Monday of the contract month, then the expiry day will be the 
third last Monday of the contract month. 

Cessation of Trading Day (D - 1) 

At 18:00 hours 

Trading ceases. 

By 18:30 hours 

GCMs must ensure that all settlements and transfers are performed vta ECS 
by 18:30 hours. 

N,B; Upon contract expiry the delivery positions are calculated for each 
product with individual long and short positions in each Settlement Account 
being netted for delivery to or from either the house or the client account of 
the Clearing Member. 

The delivery position will be the number of contracts that are deliverable into 
or out of the Trading Account of the Clearing House. 

End of day 

At end of day, open contracts in the expiring contract month become open 
delivery contracts; GCMs are obliged to make or take delivery. 

Delivery Day (D) 

By 09:00 hours 

Buyers pay, via PPS, full contract value against the Instruments to be 
transferred to the Buyer from the Clearing House Trading Account. 

LCH.Cieamel Limited© 2013 32 



Clearing House Procedures LCH EnG/ear OTC Services 

2E.6.2.8.3 

By 1 0:00 hours 

Sellers must submit the appropriate Seller's Delivery Confirmation Form to 
LCH.Ciearnet. 

Buyers must submit the appropriate Buyer's Delivery Confirmation Form to 
LCH. Clearnet. 

By 14:30 hours 

Sellers must ensure that the necessary Transfer Requests (as described in 
the appropriate Seller's Delivery Confirmation Form) have been made so as to 
allow the Instruments to be transferred from the Trading Account of the Seller 
to the Trading Account of the Clearing House. 

After 14:30 hours 

On receipt from Sellers of the Instruments into the Trading Account of the 
Clearing House, the Clearing House will randomly select the order in which 
the Clearing House will make the Transfer Requests (as contained in the 
Buyer's Delivery Confirmation Form) for the Instruments to be transferred 
from the Trading Account of the Clearing House to the Trading Account of the 
Buyer. 

After 14:30 hours 

Sellers are credited full contract value against the Instruments received by the 
Clearing House. 

At 14:30 hours 

Sellers that fail to deliver Instruments by this Time will be issued with a 
Buying-in Notice Warning, requesting the delivery of Instruments by 11 :00 
hours on the Delivery Day (D) + 1. 

Instruments received from Sellers by the Clearing House after 14:30 will be 
deemed a Late Delivery and will not be passed to the Buyers until D + 1 by 
approximately 13:00. Sellers wlll not be paid for these instruments until 
approximately 13:00 on D + 1. Invoice amounts will be returned to Buyers in 
respect of the Late Delivery of the Instruments. 

Delivery Day +1 

By 09:00 hours 

In respect of Late Deliveries, Buyers pay, via PPS, full contract value against 
the Instruments to be transferred to the Buyer from the Clearing House 
Trading Account. 

At 11 :DO hours 

Sellers must ensure that the necessary Transfer Requests (as described in 
the appropriate Seller's instructions) have been made In respect of a Late 
Delivery so as to allow the Instruments to be transferred from the Trading 
Account of the Seller to the Trading Account of the Clearing House. The 
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2E.6.2.9 

2E.6.2.9.1 

Clearing House must receive the Instruments into .its Trading Account from 
the Seller. 

Buying-in will be executed in respect of a failure by the Selling Clearing 
Member to make a Transfer Request that results in the receipt of the 
necessary Instruments into the Trading Account of the Clearing House. 

By Approx 13:00 hours 

On receipt from Sellers of the Instruments In respect of the Late Dellvery into 
the Trading Account of the Clearing House, the Clearing House will randomly 
select the order in which the Clearing House will make the Transfer Requests 
(as contained in the Buyer's Delivery Confirmation Form) for the Instruments 
to be transferred from the Trading Account of the Clearing House to the 
Trading Account of the Buyers effected by the Late Delivery. 

By Approx 13:00 hours 

Sellers recefve full contract value against the Instruments received by the 
Clearing House in respect of the Late Delivery. 

Failed Delivery 

Delivery Day +1 

After 11:00 howrs D+ 1 

Where any Transfer Request in respect of an Instrument has not been made 
by the Seller prior to 11:00 on the Delivery Day + 1, such that the Clearing 
House is in receipt of these Instruments in lts Trading Account, as required by 
these Procedures, the Clearing House shall declare this a Failed Delivery and 
wtll invoke Buying-in. 

The Clearing House will continue to sn.afgeimpose inittal margin teobligations 
and require Collateral from both the Buyer and the Seller until deliVery of the 
necessary Instruments is complete under the Buying-in Process, or the 
position has been closed through Cash Settlement where Buying~in has been 
unsuccessful. 

2E.6.2.1 0 Failure to perform Obligation under a Contract 

2E.6.2.1 0.1 Buying-in process 

11:00 Delivery Day + 1 

If the Seller falls to transfer the necessary Instruments to the Trading Account 
of the Clearing House by 11 :00 on D+1 as stated on the relevant Buying-in 
Notice the Clearing House will instigate the B'uyrng-in and use its reasonable 
endeavours to obtain the relevant Instruments by 11 :00 on Delivery Day +2 
(N.B. Delivery may take longer than this). Once the Clearing House has 
placed an order with its Buying-in agent, the Clearing House will not accept 
any Instruments from the failed Seller" 

Timetable of Events (in UK Times) 
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Functions Timescales 

Buying-in proposed by the Clearing 14:30 hours on Delivery Day 
House by issuing the Warning 
Notice to the Seller 

Buying-in instigated by the Clearing If failing selling member fails transfer 
House allowances by 11 :00 hours on the 

Delivery Day + 1 

Close of Buying-in period 11 :00 on the Delivery Day + 2 

Cash Settlement Occur By 09:00 on the Delivery Day + 3 if 
Buying-In fails 

2E.6.2.1 0.2 Cash Settlement 

If the Clearing House is unable or for any reason fails to execute the Buying-in 
of the full amount of relevant instruments by 11:00 on D+2, the Clearing 
House will ''Cash Settle" the relevant Forward ContracUs on D+3 by 09;00 
hours at a price calculated at COB on D+2 at the discretion of the Clearing 
House. Both the Buyer and Seller will be informed of the price at which the 
remaining position will be Cash Settled. 

2E.6.2.10.3 Late Delivery/Buying-in Charges 

The Clearing House will charge an administration fee of €1 00 plus any 
applicable VAT for each instance of Late Delivery by the Member. 

Where a Buying-in Notice is Issued, the Seller concerned will be liable to pay 
the Clearing House for all costs and expenses incurred by the Clearing House 
in issuing such Notice and/or carrying out the buying-in pursuant to that 
Notice. Such costs and expenses will include any dealing and other charges 
Incurred by the Clearing House to its buying-in agent. The Clearing House 
will also charge an administration fee of €200 plus any applicable VAT per 
Buying-In Notice issued to a Seller. This administration fee will be charged to 
the Clearing Member in accordance with standard Clearing House procedures 
at the beginning of each calendar month (for the previous month's charges). 
The Clearing House is entitled to collect such costs, expenses, administration 
fee and VAT through the PPS and debit the appropriate PPS account of that 
Seller accordingly. 

The Clearing House shall under no circumstances be liable for any indirect or 
consequential loss or loss of profits. 

2E.6.2.1 0.4 liability 

(a) Without prejudice to the prov1s1ons of the Forward Contract, the 
Procedures and any other steps or sanctions which may be taken or 
applied under the General Regulations, Default Rules and Procedures: 

(b) If, in respect of a Forward Contract where the Clearing House is party 
as the Buyer there is a Failed Delivery as a result of any failure on the 
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part of the Seller to comply with the applicable obligations under sucl1 
Contract, then the Seller shall indemnify the Clearing House in respect 
of any costs directly attributable to that Failed Delivery. 

(c) If, in respect of a Forward Contract where the Clearing House is party 
as the Seller, there is a Failed Delivery result of any failure on the part 
of the Buyer to comply with the applicable obligations under a 
Contract, then the Buyer shall indemnify the Clearing House in respect 
of any costs directly attributable to that Failed Delivery. 

(d) The Clearing House shall have absolute discretion in determining the 
costs arising pursuant to (a) or (b). For the purposes of calculating 
either such costs, the relevant consequences of the Failed Delivery 
shall be considered in isolation from other notifications not made under 
a Forward Contract in respect of the Buyer's or Seller's Trading 
Accounts. 

(e) Without prejudice to (a) above, the Seller shall tndemnlfy the Clearing 
House against all costs and expenses Incurred by the Clearing House 
in taking steps to mrtigate the losses, charges, expenses or penaltfes 
which would otherwise be incurred as a result of the Seller's failure to 
comply with its obHgations under a Forward Contract. 

(f) Without prejudice to (b) above, the Buyer shall 1ndemnffy the Clearing 
House against all costs and expenses incurred the Clearing House in 
taking steps to mitigate the losses, charges, expenses or penalties 
which would otherwise be incurred as a result of the Buyer's failure to 
comply with its obligations under a Forward Contract. 

(g) The Buyer and the Seller acknowledge that the right to be indemnified 
under this clause shall be their sole remedy in respect of any fai lure by 
any other party to comply with its obligations in respect of a Forward 
Contract. 

2E.6.2.11 Payments 

2E.6.2.11.1 Cessation of trading day+ 1 

After 10:30 hours 

Invoices will be available as a report on Member Reporting website. 

2E.6.2.11 .2 Cessation oftrading day+ 2 

After 10:30 hours 

Account sales will be available as a report on Member Reporting website. 

2E.6.2.12 Invoices 

2E.6.2, 12.1 Invoice Calculation 

The Invoice and Account Sale Report gives details of all deliveries and 
amounts due to Sellers and payable by the Buyers. These amounts are 
calculated as follows: 
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Contract EUAs 
CERs 

2E.6.2.12.2 Confirmed Deliveries 

LCH EnG/ear OTC Services 

x official quotation on last trading day for the 
relevant delivery month (Final Settlement 
Price or FSP) 

The value of EUAs and CERs is calculated as follows: 

EUAs I CERs x FSP 

Where 

EUAs I CERs = The number of instruments delivered 

2E.6.2. 13 Delivery Documentation Summary 

2E.6.2.13. 1 Seller's Delivery Confirmation Form 

Sellers submit this form to the Clearing House. It shall include the following 
details·-

(a) The number of lots that are to be specified in each Transfer Request; 

{b) Details of each Trading Account from which each Transfer Request 
will be made; 

(c) Name and contact details of the Authorised Representative and, if 
relevant, Additional Authorised Representative in respect of each 
Trading Account specific to each Transfer Request; 

(d) Confirmation that the member will maintain the relevant Trading 
Accounts listed in (b) during the delivery period at and is not for any 
reason prevented from processing Transfer Requests as required for 
the purposes of the relevant Forward Contract; 

(e) Such other details as are required by the Clearing House from time to 
time. 

2E.6.2.13. 1.2 Buyer's Delivery Confirmation Form 

Buyers submit this form to the Clearing House. It shall include the following 
details:-

(a) The number of tots that are to be specified In each Transfer Request, 

(b) Details of each Trading Account to which each transfer is to be made 
by the Clearing House; 

(c) Name and contact details of the Authorised Representative and, if 
relevant, Additional Authorised Representative in respect of each 
Trading Account specific to each Transfer Request; 

(d) Confirmation that the Member will maintain the relevant Trading 
Account or Trading Accounts listed in (b) during the delivery period 
and is not for any reason prevented from processing Transfer 
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2E.6.3 

2E.6.3.1 

Requests as required for the purposes of the relevant Forward 
Contract; 

(e) Such other details as are required by the Clearing House from time to 
time. 

Appended to these Procedures are forms for Buyers and Sellers for CERs 
and EUAs. 

OTC Emissions Delivery for Spot Contracts 

Introduction 

This Section 2E.6.3 applies to deliveries under spot contracts within the OTC 
Emissions Service of the LCH EnCiear OTC Services (Energy Division). The 
following terms shall have the following meanings for the purposes of the 
same provisions. 

Authorised A natural person authorised for the purposes of 
Representative the Registry Regulation to initiate Transfer 

Requests 

Additiona l Authorised A natural person authorised for the purposes of 
Representative the Registry Regulation to authorise Transfer 

Requests 

Buyer A GCM who is the buyer under an LCH EnCiear 
OTC Contract 

CER A certified emissions reduction that conforms to 
the contract terms and eligibility criteria 
contained in the Schedule to the LCH EnCiear 
OTC Regulations 

GCM An LCH EnCiear OTC Clearing Member Who 
has entered into a clearing extension agreement 
with the Clearing House for the purpose of 
participating in the OTC Emissions Service 

EUA An EU allowance that conforms to the contract 
terms and eligibility criteria contained in the 
Schedule to the LCH EnCiear OTC Regulations 

Forward Contract An LCH EnCiear OTC Contract, being a forward 
EUA or CER emissions contract 

Instruments EUAs or CERs, as the case may be, to be 
delivered in accordance with the terms of an 
LCH EnCiear OTC Contract. 

OTC Emissions Service That part of the LCH EnCiear OTC Services 
(Energy Division) which relates to OTC 
Emissions Products. 
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2E.6.3.2 

2E.6.3.3 

2E.6.3.3.1 

2E.6.3.3.2 

PPS Protected Payment System to debit or credit 
payments from GCMs' accounts. 

Registry The Union registry established pursuant to the 
Registry Regulation. 

Registry Regulation As defined at Section 3.3C of the Schedule to 
the EnCiear OTC Regulations 

Seller A GCM who is the seller under an LCH EnCiear 
OTC Contract. 

Trading Account An Account that is a trading account. 

Transfer Request A request made In accordance with the Registry 
Regulation for the transfer of Instruments. 

Compliance w ith Registry Regulation and other Requirements 

Each GCM shall at all times comply with any applicable provisions of the 
Registry Regulation, any other applicable legislation and any applicable 
requirements, terms, conditions and procedures of the Registry in performing 
its obligations under LCH EnCiear OTC Contracts and otherwise when 
participating in the OTC Emissions Service. Each GCM shall additionally 
obtain and at all times adequately maintain such systems and technology as 
may be necessary in order to comply with such provisions. 

Delivery Specification 

Delivery 

Delivery under an LCH EnCiear OTC Contract is effected by the transfer of 
Instruments in accordance with the terms of that LCH EnCiear OTC Contract 
from the Trading Account of the Seller to the relevant Trading Account of the 
Clearing House and from the relevant Trading Account of the Clearing House 
to the Trading Account of the Buyer. 

Requirement to have a Trading Account and " trusted account list" 

To participate in the OTC Emissions Service, each GCM must maintain an 
operational Trading Account from which it Is possible to make delivery under 
that LCH EnCiear OTC Contract into the relevant Trading Account of the 
Clearing House or, as the case may be, into which it is possible to take 
delivery under that LCH EnCiear OTC Contract from the relevant Trading 
Account of the Clearing House. Each Clearing Member must link to the 
Clearing House's designated Trading Account and maintain that link in its 
'' trusted account list" to enable deliveries to progress in accordance With the 
timetable at Section 2E.6.3.3.5. Each GCM shall identify that Trading Account 
on the Static Data Form. The Clearing house will only accept the allowances 
from that specified Trading Account. 

The Clearing House will reject any delivery from an account other than the 
GCM's Account as specifled on the Static Data Form. The rejection will be an 
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2E.6.3.3.3 

2E.6.3.3.4 

2E.6.3,3.5 

equivalent amount of instruments as the attempted delivery, but Will not 
necessarily be the identical instruments (although they will be of the same 
type). 

Nature of the Instruments to be delivered 

Instruments to be delivered shall meet the relevant eligibility criteria set out In 
the Schedule to the LCH EnCiear OTC Regulations. Each GCM shall ensure 
that any Instruments it delivers in performing its obligations under an LCH 
EnCiear OTC Contract within the OTC Emissions Service are free and clear 
of all and any encumbrances. 

Days and Times 

Unless otherwise stated, references to "day" mean "business day". All 
"timings" or "times of day'' are London times. 

Delivery Timetable for Spot Emissions Contracts 

The following is the UK timetable governs the delivery of Instruments under 
LCH EnCiear OTC Contracts in the OTC Spot Emissions Service. For the 
avoidance of doubt the timetable applies whether the Instruments to be 
delivered under the particular LCH EnCiear OTC Contract are EUAs or CERs. 
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DAY TIME 

Cessation of At '18:00 
trading day 

(CTD) D-1 

Cessation of By '18:30 
trading day 

(CTD) D-1 

Cessation of After 19:'1 5 
trading day 
(D-1) 

Delivery Day By 09:00 
(D) 

At '1 '1:00 

By Approx '13:00 
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ACTION 

SELLERS BUYERS 

Trading ceases Trading ceases 

Trade confirmation Trade confirmation 
only only 

HIT report 
available 

HIT report 
available 

Invoice and Invoice and 
Account Sales Account Sales 
report available report available 

Sellers must 
ensure that the 
necessary Transfer 
Requests have 
been effected and 
that the necessary 
Instruments have 
been transferred 
into the Trading 
Account of the 
Clearing House. 
Any Instruments 
received after this 
time will be 
deemed a Late 
Delivery. 

Receives contract 
value (via PPS) for 
Instruments 
received by the 
Clearing House 

Pays contract 
value to the 
Clearing House via 
PPS for the 
Instruments to be 
transferred to the 
Buyer by the 
Clearing House 

On receipt from the 
Sellers of the 
Instruments into 
the Trading 
Account of the 
Clearing House, 
the Clearing House 
will randomly select 
the order in which it 



Clearing House Procedures LCH EnG/ear OTC Services 

2E.6.3.4 

2E.6.3.4.1 

Delivery Day By 14:30 
(D) 

Delivery Procedures 

Cessation of Trading Day 

At 18:00 hours on each business day 

Trading ceases. 

By 18:30 hours 

Buying-in notice 
presented to the 
Selling Clearing 
Member in respect 
of Late Delivery of 
Instruments 
requiring them to 
transfer the 
necessary 
Instruments by 
11 :00 hours on the 
Delivery Day + 1. A 
failure to do so will 
deemed a Failed 
Delivery and will 
prompt Buying-in. 

will make Transfer 
Requests. 

Buyer receives 
Instruments into its 
Trading Account 

Invoice amounts 
returned in respect 
of the Late Delivery 
of Instruments. 

l'he window will remain open until 18:30 for the members to complete the 
confirmation of any outstanding trades in ClearWay. 

End of day 

At end of day, open contracts on each expiry day will become open delivery 
positions; GCMs are obliged to make or take delivery. 

Delivery Day D 

By 09:00 hours 

Buyers pay full contract value against the Instruments to be transferred to the 
Buyer from the Clearing House Trading Account via PPS payment method. 

At 11:00 hours 

Sellers must have ensured that the necessary Transfer Requests (as 
described in the appropriate Seller's instructions) have been made so as to 
allow the Instruments to be transferred from the Trading Account of the Seller 
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2E.6.3.5 

to the Trading Account of the Clearing House The Clearing House must 
receive the Instruments into its Trading Account from the Seller. 

Instruments received from Sellers by the Clearing House after this time will be 
deemed a Late Delivery and will incur an administration charge In accordance 
with these Procedures. 

By Approx 13:00 hours 

On receipt from Sellers of the Instruments into the Trading Account of the 
Clearing House, the Clearing House will randomly select the order in which it 
will make the Transfer Requests (as contained in the Buyer's Delivery 
instruction) for the Instruments from the Trading Account of the Clearing 
House to the Trading Account of the Buyer. 

By Approx 13:00 hours 

Sellers receive full contract value against the Instruments received by the 
Clearing House. 

At 14:30 hours 

Sellers that fail to deliver Instruments by this time will be issued with a Buying
in Notice requesting the delivery of Instruments by 11 ;00 hours on the delivery 
day D+1 . 

Instruments received from Sellers by the Clearing House after 14:30 will be 
deemed a Late Dehvery and will not be passed to the Buyers until D+1 by 
approx 13:00. Sellers will not be paid for these instruments until approx 13:00 
on 0+1 . Invoice amounts will be returned to the buyers in respect of the Late 
Delivery of the Instruments. 

Delivery Day + 1 

At 11 :OO hours 

Sellers must ensure that the necessary Transfer Requests (as described in 
the appropriate Seller's Instructions) have been made in respect of Late 
Delivery so as to allow the Instruments to be transferred from the Trading 
Account of the Seller to the Trading Account of the Clearing House. The 
Clearing House must receive the Instruments into its Trading Account from 
the Seller. 

Buying-in will be executed in respect of a failure by the Selling Clearing 
Member to make a Transfer Request that results in the receipt of the 
necessary Instruments Into the Trading Account of the Clearing House. 

By Approx 13:00 hours 

On receipt from Sellers of the Instruments in respect of Late Delivery into the 
Trading Account of the Clearing House, the Clearing House will randomly 
select the order in which the Clearing House will make the Transfer Requests 
(as contained in the Buyer's Delivery instruction) for the Instruments to be 
transferred from the Tradrng Account of the Clearing House to the Trading 
Account of the Buyers effected by the Late Delivery. 
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2E.6.3.6 

2E.6.3.6.1 

By Approx 13:00 hours 

Sellers receive full contract value against the Instruments received by the 
Clearing House in respect of the Late Delivery. 

Failed Delivery 

Delivery Day + 1 

After 11:00 hours 0+1 

Where any Transfer Request in respect of an Instrument has not been made 
by the Selling Member prior to 11:00 on the Delivery Day + 1, such that the 
Clearing House is in receipt of these Instruments in its Trading Account, as 
required by these Procedures, the Clearing House shall declare this a Failed 
Delivery and will invoke Buying-in. 

Clearing House will continue to GAa~eimpose initial margin k3obligations on 
both the Buying Member and the Selling Member until delivery of the 
necessary Instruments is complete under the Buying-in Procedures, or the 
position has been closed through Cash Settlement where Buying-in has been 
unsuccessful. 

Failure to Perform Obligations under a Contract 

Without prejudice to the provisions of the Contract, the Procedures and any 
other steps or sanctions which may be taken or applied under the General 
Regulations, Defal.lll Rules and Procedures: 

(a) If, in respect of a Contract where the Clearing House is party as the 
Buyer, there is a Transfer Request Failure as a result of any failure on 
the part of the Seller to comply With the applicable obligations under 
such Contract, then the Seller shall Indemnify the Clearing House in 
respect of any Delivery Costs directly attributable to that Transfer 
Request Failure. 

(b) If, in respect of a Contract where the Clearing House is party as the 
Seller, there is a Transfer Request Failure as a result of any failure on 
the part of the Buyer to comply with the applicable obligations under a 
Contract, then the Buyer shall indemnify the Clearing House in respect 
of any Delivery Costs directly attributable to that Transfer Request 
Failure. 

(c) The Clearing House shall have absolute discretion in determinfng the 
Delivery Costs arising Pursuant to (a) or (b). For the purposes of 
calculating either such Delivery Costs, the relevant consequences of 
the Transfer Request Failure shall be considered in Isolation from 
other notifications not made under a Contract in respect of the Buyer's 
or Seller's Trading Accounts. 

(d) Without prejudice to (a) above, the Seller shall indemnify the Clearing 
House against all costs and expenses incurred by the Clearing House 
in taking steps to mitigate the losses, charges, expenses or penalties 
which would otherwise be incurred as a result of the Seller's failure to 
comply with Its obligations under a Contract. 
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(e) Without prejudice to (b) above, the Buyer shall indemnify the Cleartng 
House against all costs and expenses incurred the Clearing House in 
taking steps to mitigate the losses, charges, expenses or penalties 
which would otherwise be incurred as a result of the Buyer's failure to 
comply with its obligations under a Contract. 

2E.6.3.6.2 The Clearing House shall under no circumstances be liable for any 
indirect or consequential loss or loss of profits. 

2E.6.3.7 Buying-In 

2E.6.3.7.1 Buying-in notice 

2E.6.3.8 

After 14:30 on the Delivery Day the Clearing House will issue a notice (a 
"Buying-in Notice") to the Selling Member who has failed to deliver informing it 
that buying-in will be instigated by 11:00 on the day following the Delivery Day 
(D+1) if the Selling Member does not transfer the necessary Instruments to 
the Trading Account of the Clearing House prior to this time. 

Buying-in Process 

11:00 Delivery Day + 1 

If the Selling Clearing member fails to transfer the necessary Instruments to 
the Trading Account of the Clearing House by 11 :00 on D+1 as stated on the 
relevant Buying-in Notice the Clearing House will execute Buying-in and use 
its reasonable endeavours to obtain the relevant Instruments by 11 :00 on 
Delivery Day +2. Once the Clearing House has placed an order with its 
Buying in agent, the Clearing House will not accept any Instruments from the 
failed Selling Clearing member. 

If the Clearing House is unable or for any reason falls to buy-in the full amount 
of relevant Instruments by 11:00 on D+2, the Clearing House will "Cash 
Settle" the relevant Spot Emissions Contract/s pursuant to Section 2E.6.3.9. 

Timetable of Events (in UK Times) 

Functions Timescales 

Buying In initiated by the Clearing 14:30 hours on Delivery Day 
House by issuing the notice to the 
Selling Clearing Member 

Buying In executed by the Clearing If fai ling selling member fails transfer 
House allowances by 11 :00 hours on the 

Delivery Day + 1 , 

Close of Buying-in period 11 :00 on the Delivery Day+ 2 

Cash Settlement Occurs By 09:00 on the Delivery Day + 3 if 
buying in fails 

I f_.CH, Clearnet Limited© 2013 45 



Clearing House Procedures LCH EnCiear OTC SeNices 

2E.6.3.9 Cash Settlement 

In the event that buying-in cannot be achieved as described in 2E.6.3. 7 then 
the Clearing House will cash settle on 0+3 by 09:00 hours any outstanding 
positions at a price calculated at COB on 0+2, at the discretion of the 
Clearing House. Both the Buying and Selling Member will be informed of the 
time at which the remaining position will be Cash Settled. 

2E.6.3.1 0 Payment 

2E.6.3. '1 0.1 Cessation of Trading D-1 

2E.6.3.11 

2E.6.3.12 

2E.6.3.13 

After 19:15 hours 

Invoices and account sales will be available as a report on Member Reporting 
website. 

Settlement Day 0 

By 09:00 hours 

The Buyers will debited the full contract value via PPS. 

By Approx 13:00 hours 

The Sellers will receive full contract value against the Instruments received by 
the Clearing House. 

Late Delivery/Buying-In Charges 

The Clearing House will charge an administration fee of €1 00 plus any 
applicable VAT for each instance of Late Delivery by the Member. 

Where a Buying-in Notice Is issued, the Selling Member concerned will be 
liable to pay the Clearing House for all costs and expenses incurred by the 
Clearing House in issuing such Notice and/or carrying out the buying-In 
pursuant to that Notice. Such costs and expenses will include any dealing 
and other charges incurred by the Clearing House to its buying-in agent. The 
Clearing House will also charge an administration fee of €200 plus any 
applicable VAT for per Buying-In Notice issued to a Selling Member. This 
administration fee will be charged to the Clearing Member in accordance with 
standard Clearing House procedures at the beginning of each calendar month 
(for the previous month's charges). The Clearing House is entitled to collect 
such costs, expenses, administration fee and VAT through the PPS and debit 
the appropriate PPS account of that Selling Member accordingly. 

The Clearing House shall under no circumstances be liable for any indirect or 
consequential loss or loss of profits. 

Invoice 

Invoice Calculation 

The Invoice and Account Sale Report gives details of all deliveries and 
amounts due to Sellers and payable by the Buyers. These amounts are 
calculated as follows: 
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Contract EUAs I CERs x official quotation on trading day for the 
relevant Instrument (Final Settlement Price 
or FSP) 

Value Added Tax will account for on the Invoice and Account Sale Report. 
VAT amounts due from the Buyer and due to the Seller will be included with 
contract payments via the PPS. 
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2E.7 

2E.7.1 

2E,7.1.1 

2E.7.1.2 

2E.7.2 

2E. 7.2.1 

PRECIOUS METALS: DELIVERY PROCEDURES 

General Information 

Delivery 

The following terms shall have the following meanings in this section: 

Unallocated Account An account held with one of the members of the 
LPMCL for the purposes of holding Unallocated 
Precious Metal. 

Settlement Agent One of the six commercial bank members of the 
LPMCL. 

LPMCL London Precious Metals ClearinQ Limited 
Transfer Request An instruction from a GCM's Settlement Agent in 

AURUM to make or take delivery of Unallocated 
Precious Metal 

Delivery Is affected by transferring Precious Metal between members' 
Unallocated Accounts held with one of the Settlement Agents who are 
members of the LPMCL. 

Settlement Agent and Unallocated Account details 

Clearing Members must ensure they have an Unallocated Account with a 
Settlement Agent member of the LPMCL. It is the Clearing Member's 
responsibility to ensure that the Clearing House holds accurate up to date 
details of their Unallocated Account via submission of updated Stattc Data 
forms. 

Clearing Members must submit their transfer Instructions to their Settlement 
Agents, to be matched with the Clearing House, no later than 16:00 on the 
day of settlement. 

The Clearing House Unallocated Account is managed by its settlement Bank 
Barclays Bank PLC. For matching with the Clearing House the following are 
its Unallocated Account and Settlement bank details: 

Barclays Bank pic (SWIFT BARCGB22PMD) 

ale LCH.Ciearnet Ltd, London 

a/c 20193 

Precious Metal Forwards Delivery 

Compliance with LPMCL and other Req1.1irements 

Each GCM shall at all times comply with any applicable provisions of the 
LPMCL, any other applicable legislation and any applicable requirements, 
terms, conditions and procedures of any relevant Settlement Agent in 
performing its obligations under LCH EnCiear OTC Contracts and otherwise 
when participating in the OTC Precious Metals Service. Each GCM shall 
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2E.7.2.2 

2E.7.2.2. 1 

2E.7.2.2.2 

2E.7.2.2.3 

2E.7.2.2.4 

2E.7.2.2.5 

additionally obtain and at all times adequately maintain such systems and 
technology as may be necessary in order to comply with such provisions. 

Delivery Specification 

Nature of the Precious Metal delivery 

The eligibility criteria for the Precious Metal Contract are set out in the 
Schedule to the LCH EnCiear OTC Regulations. Each GCM shall ensure that 
all Unallocated Precious Metal it delivers in performing its obligations under a 
Precious Metal Contract Is free and clear of all and any encumbrances. 

Unallocated Accounts 

The Clearing House shall maintain an Unallocated Account with Its Settlement 
Agent for the purposes of making and taking delivery of Precious Metal 
Contracts. The account is held on the terms stipulated by the LPMCL on its 
website at: 

http://www, lpmcl.com/F inai%20Unallocated%20Agreement%2020061 OOS.pdf 

Each GCM approved to clear trades in the Precious Metals Division shall 
maintain an Unallocated Account from which it is possible to make or take 
delivery into or from the relevant Unallocated Account of the Clearff")g House. 
Each GCM shall identify its Unallocated Account on the Static Data Form. The 
Clearing House will only accept or deliver the Unallocated Precious Metal 
from or to that specified Unallocated Account. (i.e. The Clearing House will 
reject any delivery from an account other than the GCM's Unallocated 
Account as specified on the Static Data Form.) 

Delivery 

Delivery under a Precious Metal Contract is effected by the transfer of 
Unallocated Preciol!s Metal in accordance with the terms of that contract from 
the Unallocated Account of the Seller to the relevant Unallocated Account of 
the Clearing House and from the relevant Unallocated Account of the Clearing 
'House to the Unallocated Account of the Buyer. 

It should be noted that, In accordance with the terms stipulated by the 
LPMCL, referred to above at 2E.7.2.2.2, the Settlement Agent acting for the 
Clearing House has reserved the power to reverse provisional or erroneous 
entries credited to the account of the Clearing House. In such event, the 
Clearing House reserves the right to reverse or adjust any payments made in 
respect of such entries and to give such directions as it considers appropriate 
to the Clearing Members who are party to the corresponding Precious Metal 
Contracts in order that settlement and delivery may be achieved at the earliest 
opportunity. 

Days and Times 

Unless otherwise stated, references to "day" mean "business day". All 
"timings" or "times of day'' are London times. 

Delivery Timetable for Precious Metal 
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The following is the timetable governing the delivery of Unallocated Gold and 
Silver pursuant to Precious Metal Contracts. 
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-. -. 

DAY TIME ACTION 
-

SELLERS BUYERS 

D-1 At 15:00 Trade acceptance ceases Trading ceases for next valid 
for next valid value date value date 

After Delivery instructions sent Delivery instructions sent for 
16;15 far matching with matching with LCH.Cieamet 

LCH.Ciearnet Settlement Settlement Agent. 
Agent. 

Invoice & Account Sales Invoice & Account Sales 
Synapse screens will reflect Synapse screens will reflect 
delivery amounts delivery amounts 

After Member Synapse reports Member Synapse reports will 
20:00 Will be made available to be made available to confirm 

confirm the delivery the delivery 

Value Date By 09:00 Pay contract value to the 
(D) Clearing House via USD PPS 

The Clearing House will 
authorise Precious Metal 
transfers to buyers 
Unallocated Accounts on 
receipt of payments. 

Buyers must ensure that the 
necessary Transfer Request 
has been effected to receive 
Precious Metal into their 
Unallocated Account from that 
of the Clearing House. 

By 16:00 Sellers must ensure that the 
necessary Transfer 
Request has been effected ' 
and that the necessary 
Precious Metal has been 
delivered into the 
Unallocated Account of the 
Clearing House. 

Once transfers have been 
matched with the Clearing 
House and delivery has 
been confirmed the 
Clearing House will 
authorise payments to the 
Seller via their UK USD 
PPS account. If delivery to 
the Clearing House occurs 
after 15:30, sellers will be 
paid via their US USD PPS 
accounts. 

After Any unresolved transfer 
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2E.7.2.3 

2E.7.2.4 

2E.7.2.4.1 

2E.7.2.4.2 

2E.7.2,5 

16:00 instructions after this time 
Will be a delivery transfer 
request failure. 

Delivery Procedures 

Determination of Delivery Positions 

At 16:00 on the day before Value Day open sold and bought lots are netted. 
The result will be an uncovered sold or bought position for the settlement day, 
This is the delivery position 

Value Date (D) 

By 09:00 hours 

Buyers pay full contract value via PPS payment method. 

Transfer Requests have been made to receive Precious Metal Into their 
Unallocated Account from the Unallocated Account of the Clearing House. 

LCH.Ciearnet Operations and Client Serviclng will authorise transfers of 
Precious Metal Contracts from the Clearing House Unallocated Account to 
Buyers upon receipt of payment from the Buyers. 

LCH.Ciearnet Operations and Client Servicing will authorise all Transfers to 
Sellers by 09:30 in readiness to be matched by Seller. 

As soon as possible by no later than 16:00 Sellers must have ensured that the 
necessary Transfer Requests have been made so as to allow Precious Metal 
to be transferred from their Unallocated Account to that of the Clearing House. 
The Clearing House must receive the Precious Metal Into its account before 
payment will be made to the Seller. 

Precious Metal received from Sellers by the Clearing House after this time will 
be deemed a Late Delivery and may incur administration charges In 
accordance with these Procedures. 

Once delivery has been made into the account of the Clearing House, the 
Clearing House will authorise payments to the relevant Seller via UK PPS. If 
confirmation of delivery into the account of the Clearing House occurs after 
15:30, the relevant Seller will be paid via its US PPS accounts. 

Payment 

Buyers must pay the Clearing House by 09:00 on the value date via PPS. 

Sellers will be paid by the Clearing House on receipt of Precious Metal on the 
value date. 

Lnvoice 

Invoice Calculation 
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2E.7.3 

The Invoice and Account Sale Report gives details of all delivery transfers and 
amounts due to Sellers and payable by the Buyers. These amounts are 
calculated as follows: 

Lots X Fine troy 
ounces of 
gold/silver 

Delivery Failure 

X quotation on trading day for the relevant 
gold/silver contract delivery settlement 
price 

It is the responsibility of the GCM to ensure that any Precious Metal Contract 
settles on the intended value date. 

Sellers/buyers must ensure that the necessary Transfer Requests are made 
so as to allow Unallocated Precious Metal to be transferred between their 
account and that of the Clearing House. 

The Clearing House must receive the Precious Metal into its Unallocated 
Account from the Seller before any payments are made to the Seller. 

Without prejudice to the provisions of the Contract. the Procedures and any 
other steps or sanctions which may be taken or applied under the General 
Regulations, Default Rules and Procedures: 

(a) if there is a Delivery Failure as a result ot any failure on the part of the 
Seller/Buyer to comply with the applicable obligations under such Contract, 
then that party shall indemnify the Clearing House in respect of any costs 
directly attributable to that Delivery Failure; 

(b) the Clearing House shall have absolute discretion in determining the 
costs arising Pursuant to (a); 

(c) without prejudice to (a) above, the Seller/Buyer shall indemnify the 
Clearing House against all costs and expenses Incurred by the Clearing 
House in taking steps to mitigate the losses, charges, expenses or penalties 
Which would otherwise be incurred as a result of the Seller's/Buyer's failure to 
comply with its obligations under a Contract; 

(d) in the event of a further delivery failure subsequently taking place and 
a further cost being incurred by the Clearing House, the Selling/Buying 
Member will be liable to reimburse the Clearing House for all costs incurred. · 

(e) the Clearing House is entitled to collect such costs through the PPS 
and debit the appropriate PPS account of that Selling/Buying Member 
accordingly. 

The Clearing House shall under no circumstances be liable for any indirect or 
consequential loss or loss of profits. 

In the event of a failure on the part of the Seller to deliver, the Clearing House 
will continue to 6Hargeimpose initial margin teobligations on the Selling 
Member until settlement of the Precious Metal contract is complete or the 
position has been closed out by the Clearing House. 
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2E.7.3.1 

2E.7.3.2 

If any GCM is unable to fulfil their delivery obligation they must inform the 
Clearing House immediately. 

Delivery Failure on Value Date (D) 

In the case of a failure to deliver by the time specified under section 2E 
6.2.4.1, the Clearing House will declare a Delivery Failure. 

The declaration will be in the form of a Closeout Notification being sent out to 
the GCM on value date (D). 

The Clearing House may, at its absolute discretion, take such steps as It 
deems appropriate to facilitate a mutually acceptable resolution of the 
Delivery Failure at any stage. 

Upon the declaration of a Delivery Failure the Clearing House will organise a 
back to back trade to cover the position, by instructing its Settlement Agent to 
execute a swap trade to cover any overnight exposure caused by the Seller's 
failure to deliver. The swap will comprise of two trades: a purchase by the 
Clearing House for the value date of the amount that the Seller failed to 
deliver; a sale by the Clearing House for the next value date of the same 
amount. 

The Seller will be required to pay to the Clearing House the full contractual 
amount of the purchase side of the swap trade on the value day (D) of the 
failure. The Clearing House will pay to the Seller the full contractual amount of 
the sell side on the next value date (minus administration costs, charges and 
any penalties) by 09:30hrs. All amounts will be processed via PPS Calls/Pays 
to the Seller's PPS account. 

The Clearing House will cancel its Delivery Transfer Request instruction to its 
Settlement Agent in respect of the failed delivery for that value date (D) and 
will instruct a Delivery Transfer Request against the GCM for the next value 
date (D+1). Despite the swap trade, the GCM remains responsible to deliver 
on the next value date (D+ 1) and must ensure delivery no later than 14:00 
hours on that day. 

Delivery Transfer Request Failure on the day after Value Date (0+1) 

The GCM will remain obliged to fulfil the original delivery on D and must 
match with the new Delivery Transfer Request of the Clearing House by 
14:00hours on 0+1 . 

If the delivery remains unsettled by such time, the Clearing House will 
purchase the contract amount of the Precious Metal on behalf of the Seller In 
accordance with the terms of the Closeout Notification which was sent to the 
Seller on value date. 

The Clearing House will instruct Its Settlement Agent to purchase the full 
contract amount of the Precious Metal on behalf of the Clearing House to 
close out the outstanding failed delivery, for delivery on the same day. 

Once the Clearing House has placed an order with its Settlement Agent, the 
Clearing House will not accept any Precious Metal delivery from the failing 
GCM. The Clearing House will use its reasonable endeavours to execute the 
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relevant contract b) close of business on the day after the original delivery 
failure (D+ 1 ). 

Where a the Clearing House purchases Precious Metal pursuant to a 
Closeout Notification, the Seller will indemnify the Clearing House against all 
costs and expenses incurred In taking steps to mitigate the losses, charges, 
expenses or penalties which would otherwise be incurred as a result of the 
Seller's failure to deliver under a Contract and those attributed to the 
purchase following the Closeout Notification. 

The Clearing House will also charge an administration fee of $200 plus any 
applicable VAT for any Closeout Notification issued to a GCM. This fee will 
be charged to the GCM in accordance with standard Clearing House 
procedures at the beginning of each calendar month (for the previous month's 
charges). The Clearing House will debit the appropriate PPS account of that 
Selling Member accordingly. 

The Clearing House will continue to Gh::lf§eimpose initial margin tnobligations 
on the Seller until the position has been closed out fully. 

The Clearing House shall under no circumstances be liable for any indirect or 
consequential loss or loss of profits. 
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APPENDICES 2E.A 

EMISSIONS DELIVERIES 

LCH EnCiear Delivery Documentation 

LC.H EnCiear DELIVERY DOCUMENTATION 

AUTHORISED SIGNATORIES 

Name of Clearing Member: 

Member Address: 

Corporate Registration 
Number: 

Company Stamp 

Date: 

Name Specimen Signature Position in Company 

The person(s) listed above is/are authorised to sign such delivery documentation on our 
behalf 

(Director) for and on behalf of 

Company Name 

LCH.Ciearnet Limited must be informed immediately of any amendments/changes to the 
information specified in this form; failure to do so may result in delivery 
documents/notifications being rejected. 
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APPENDICES 2E.B 

SELLER'S EUA FORWARD CONTRACTS DELIVERY CONFIRMATION FORM 

To: LCH.Ciearnet Limited 

Aldgate House 

33 Aldgate High Street 

London EC3N1 EA 

(} LCH.CLEARNET 

Email LCHOperations-Commoditles@lchclearnet.com 

Seller's OTC EUA Forward Contracts Delivery Confirmation Form 

Member: 
I 

Delivery Month: I Date 

Lots 

From: 

Margin Trading 
Additional 

Authorised Authorised Email Telephone 
Account Account Representative Representative 

(member) 

We confirm that, as the above mentioned Clearing Member of LCH.Ciearnet Ltd, 
we wi ll continue to have the relevant Trading Accounts listed on this form during 
the Delivery Period and will ensure that we are not prevented from having those 
Trading Accounts updated pursuant to Transfer Requests, in accordance with 
the General Regulations of the Clearing House. 

for (member- authorised signatory) 

Must be completed on all occasions 

The following members of staff may be contacted , out of office hours, in the 
event of delivery problems 

1st Tel 
Contact No 

2nd Tel 
Contact No 
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APPENDICES 2E.C 

SELLER'S CER FORWARD CONTRACTS DELIVERY CONFIRMATION FORM 

To: LCH.Ciearnet Limited 

Aldgate House 

33 Aldgate High Street 

London EC3N1 EA 

Q LCH.CLEARNET 

Email LCHOperations-Commodities@lchclearnet.com 

Member; 

Delivery 
Month: 

Lots 

From: 

for 

Seller's OTC CER Forward Contracts Delivery Confirmation Form 

I 

I 
Date 

Margin Trading 
Additional 

Authorised Authorised Email Telephone 
Account Account Representative Representative 

(member) 

We confirm that, as the above mentioned Clearing Member of LCH.Ciearnet Ltd, 
we will continue to have the relevant Trading Accounts listed on this form during 
the Delivery Period and will ensure that we are not prevented from having those 
Trading Accounts updated pursuant to Transfer Requests, in accordance with 
the General Regulations of the Clearing House. 

(member- authorised signatory) 

Must be completed on all occasions 

The following members of staff may be contacted, out of office hours, In the 
event of delivery problems 

1st Tel 
Contact No 

2~ Tel 
Contact No 
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APPENDICES 2E.D 

BUYER'S EUA FORWARD CONTRACTS DELIVERY CONFIRMATION FORM 

To: 

Email: 

Member: 

Delivery 
Month: 

Lots 

From: 

LCH.Ciearnet Limited 

Aldgate House 

33 Aldgate High Street 

London EC3N1 EA 

() LCH.CLEARNET 

LCHOperations-Commodities@lchclearnet.com 

Buyer's OTC EUA Forward Contracts Delivery Confirmation Form 

I 

I 
Date 

Margin Trading Additional 
Authorised Authorised Email Telephone 

Account Account Representative Representative 

(member) 

We confirm that, as the above mentioned Clearing Member of LCH.Ciearnet Ltd, 
we will continue to have the relevant Trading Accounts listed on this form during 
the Delivery Period and will ensure that we are not prevented from having those 
Trading Accounts updated pursuant to Transfer Requests, in accordance with 
the General Regulations of the Clearing House. 

for (member- authorised signatory) 

Must be completed on all occasions 

The following members of staff may be contacted, out of office hours, in the 
event of delivery problems 

1st Tel 
Contact No 

2nd Tel 
Contact No 
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APPENDICES 2E.E 

BUYER'S CER FORWARD CONTRACTS DELIVERY CONFIRMATION FORM 

To: LCH.Ciearnet Limited 

Aldgate House 

33 Aldgate High Street 

London EC3N 1 EA 

QLCH.CLEARNET 

Email LCHOperations-Commodities@lchclearnet.com 

Member: 

Delivery 
Month: 

Lots 

From: 

for 

Buyer's OTC CER Forward Contracts Delivery Confirmation Form 

I 

I 
Date 

Margin Trading Additional 
Authorised Authorised Email Teiephone 

Account Account Representative Representative 

(member) 

We confirm that, as the above mentioned Clearing Member of LCH.Ciearnet ltd, 
we will continue to have the relevant Trading Accounts during the Delivery 
Period listed on this form and will ensure that we are not prevented from having 
those Trading Accounts updated pursuant to Transfer Requests. in accordance 
with the General Regulations of the Clearing House. 

(member- authorised signatory) 

Must be completed on all occasions 

The following members of staff may be contacted, out of office hours, in the 
event of delivery problems 

1st Tel 
Contact No 

2nd Tel 
Co~act No 
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2G. THE NODAL SERVICE 

2G.1 INTRODUCTION 

2G.1.1 Background 

These NODAL Service procedures apply to the clearing of NODAL Eligible 
Derivative Products listed on NODAL Exchange. 

NODAL Service Clearing Members ("CMs") must inform themselves fully of 
their obligations under the Clearing House Rulebook (the "Rulebook") and 
other relevant documentation, such as the Clearing Membership 
Agreement and the terms of any approval by the Clearing House to extend 
clearing activities. NODAL Service CMs should also familiarise themselves 
with NODAL's Rules. 

The Clearing House provides the NODAL Service in respect of cash 
settled futures contracts only. Hence, it does not cover options contracts 
and there are no physical deliveries under this service. There is no 
provision for allocation or give-ups. 

Please note that both the Rulebook (Including these Procedures) and 
NODAL's Rules are subject to change from time to time. Enquiries 
regarding these Procedures or any other aspects of the operation of the 
NODAL Service should be directed to the Clearing House Business 
Operations Department on +44 (0)20 7 426 7689. Enquiries regarding CM 
status should be directed to the Membership Department on +44 (0)20 
7426 7627/7063. Enquiries relating to NODAL's Rules should be directed 
to NODAL 

Full details of contact points may be found on the Clearing House website 
(http://www.lchclearnet.com) and NODAL's website 
(http://www. nodalexchange. com). 

2G.1.2 Interpretation 

Capitalised terms used in these Procedures have the meaning set out in 
the NODAL Regulations unless otherwise specified. 

Except where otherwise stated, all times shown are London time and 
the twenty four hour clock is used. 

2G.2 MEMBERSHIP 

NODAL Service CMs may submit NODAL Transactions for registration by 
the Clearing House. NODAL Transactions may also be submitted for 
registration on behalf of a NODAL Service CM by a NODAL Non-Clearing 
Participant ("NODAL NCP") as set out at Section 2G.4.1. 

A NODAL Service CM must comply with all Clearing House requirements 
and with any NODAL requirements relating to participation in the relevant 
NODAL Trading System. 



It is the responsibili ty of each NODAL Service CM to keep any report, 
including, but not limited to, the NODAL Service CM Report, required for its 
own historic, audit or legal purposes. 

Details of how to be approved as a NODAL Service CM can be obtained 
from the Clearing House Membership Department on +44 (0)20 7 426 7627 
11063. 

2G.2.1 Submission of NODAL Transactions for registration 

NODAL Service CMs who wish a NODAL Transaction to be registered by 
the Clearing House must comply with all requirements or the NODAL 
Exchange, as relevant. 

2G.3 GENERAL 

2G.3.1 Operating Times 

2G.3.1.1 Opening Days 

Details of the days on which the NODAL Service Is operational will be 
published by the Clearing House by Clearing Member circular. Details of 
the days on which NODAL is operational is available from NODAL. 

2G.3.1.2 Opening Hours 

The NODAL Service will be operational from 02:00 to 18:00 hours, Eastern 
Prevailing Time (the 'Opening Hours"). 

2G.4 NODAL TRANSACTIONS 

2G.4.1 Eligible Transactions 

Only the transactions in this 2G.4 in NODAL Eligible Derivative Products 
executed or registered through a NODAL Trading System in accordance 
with NODAL's Rules will be designated as NODAL Transactions eligible for 
registration by the Clearing House. 

Any sucH transactions must satisfy the Clearing House's requirements as 
set out in these Procedures and in the NODAL RegLtlations, and NODAL's 
requirements as set out in its Rules. 

(a) Parties to Transactions presented for Registration 

The Clearing House only registers NODAL Contracts ansmg 
from NODAL Transactions between NODAL Service CMs. 

Such NODAL Transactions may arise through trades executed 
or registered through a NODAL Trading System by NODAL 
Service CMs, or by NODAL NCPs. 

(i) The NODAL Transaction may have been entered into 
by two NODAL Service CMs, each acting as principal. 

(li) One side (or both sides) of the NODAL Transaction 
may arise through a NODAL NCP executing or 



registering a trade on the NODAL Trading System. In 
such case, the trade will immediately be replaced with: 

• a trade between the NODAL NCP and its 
NODAL Service CM, and 

• a NODAL Transaction between its NODAL 
Service CM and the counterparty NODAL 
Service CM. 

(b) Presentation for Registration 

Under A (1) or (.2) above, the NODAL Transaction will be 
presented to the Clearing House for registration as two NODAL 
Contracts, with the Clearing House as seller to the buying· 
NODAL Service CM and as buyer to the selling NODAL Service 
CM. 

(Where two NODAL NCPs both have the same NODAL Service 
CM, then each side of the trade will b~ presented to the Clearing 
House for registration as a separate NODAL Contract: 

• with one In which that NODAL Service CM is buyer and 
the Clearing House Is the seller: 

• and the other in which that NODAL Service CM is the 
seller and the Clearing House is the buyer.) 

2G.4 . .2 NODAL Contracts - Eligibility Criteria 

It is part of the eligibility criteria for registration as a NODAL Contract that 
the particulars of a NODAL Transaction presented to the Clearing House 
must include matched information in respect of the following: 

(a) Seller and the Buyer: 

(b) the NODAL Ellg fble Derivatives Product which is the subject of 
the NODAL Transaction (this should be changed to a relevant 
contract for Nodal) and 

(c) the transaction specific information in respect of the NODAL 
Eligible Derivative Product. 

2G.5 CLEARING FOR NODAL NON-CLEARING PARTICIPANTS 

2G.5.1 NODAL NCPs 

Certain NODAL Service CMs may clear for one or more NCPs ("NODAL 
NCPs"). In order to do so, the following conditions must be satisfied at all 
times: 

(a) the NODAL NCP is a participant of the NODAL Exchange; and 

(b) the NODAL Service CM and the NODAL NCP are party to a 
valid and enforceable agreement under which the NODAL 



Service CM agrees to clear NODAL Transactions on behalf of 
such person. Such agreement must confer rights on the NODAL 
Service CM and the NODAL Service CM must lawfully be 
entitled at all times to pass to the Clearing House , in 
accordance with Regulation 30, such information and data 
relating to the NODAL NCP as the Clearing House may in its 
sole discretion deem appropriate . 

The static data form executed by both the NODAL NCP and the NODAL 
Service CM shall be definitive proof of the NODAL Service CM clearing for 
a NODAL NCP. 

The Clearing House contracts with the NODAL Service CM alone and, to 
the fullest extent permitted by law, disclaims any duties or obligations to a 
NODAL NCP. 

Further details regarding clearing for NODAL NCPs can be obtained from 
the Clearing House Membership Department on +44 (0) 207426 7627 I 
7063. 

2G.5.2 Termination 

The NODAL Service CM rnay terminate its agreement with a NODAL NCP 
at any time by giving 21 days written notice to NODAL and the Clearing 
House. For the avoidance of doubt, the Clearing House need not receive 
any notice of or any confirmation of such termination from the NODAL 
NCP 

For the avoidance o' doubt, termination by the NODAL Service CM of its 
agreement with a NODAL NCP will be without prejudice to the NODAL 
Service CM's obligations arising from or in relation to any NODAL 
Transaction or NODAL Contracts arising prior to such termination. 

2G.6 REGISTRATION OF NODAL TRANSACTIONS 

2G.6.1 General 

The Clearing House may require a NODAL Service CM in whose name a 
NODAL Transaction is to be registered to pJ:e~Jkl8-it-wl#l-covel:...fBI'transfer 
Collateral in respect of initial and variation margin obligations to the 
Clearing House as a condition of registration as a NODAL Contract. 

2G.6.2 Registration 

All matched transactions which haVe been presented for registration and 
comply with the Clearing House requirements for registration of a NODAL 
Transaction, are deemed to have been registered by the Clearing House 
immediately upon receipt by TRS/CPS. 

2G.6.3 Novation 

With effect from registration, novation operates to replace each NODAL 
Transaction with two separate NODAL Contracts, one between the selling 
NODAL Service CM and the Clearing House and the other between the 



buying NODAL Service CM and the Clearing House. Novation is described 
In more detail In the NODAL Regulations. 

2G.6.4 Notification 

All NODAL Contracts arising from registered NODAL Transactions are 
listed on the NODAL Service CM Report available through TRS. 

2G.7 POSITION AND FINANCIAL ACCOUNTS 

2G. 7.1 Position-Keeping Accounts 

2G, 7.1, 1 Types of Account 

Positions with regard to NODAL Contracts are recorded within CPS in 
position-keeping accounts at Individual Trader Mnemonic (ITM) level , 
which are not CM accounts as described in Regulation 5. The account 
types are as follows: 

H House [excluding Clients]' 

N Non-segregated client 

S Segregated client 

Z Default account, only to be used in the event of a CM default 

D Default "transactions" which have not been assigned to one of the 
above account codes 

The requirement to open H and D accounts is compulsory, Other position
keeping accounts may be opened by agreement with the Clearing House. 

The "house position-keeping account" represents a Member's principal business; the 
"house financial account" (see 2G.8.2.1 below) also includes non-segregated clients' 
posi tions. 

2G.7: 1.2 Basis of Position Keeping 

(a) Net Accounts 

The following position-keeping accounts are held net at ITM 
level, e.g. a position of bought one lot and sold two lots Will be 
reported as sold one:-. 

H House 

N Non-segregated client 

S Segregated client 

(b) Gross Accounts 

The following position-keeping accounts are held gross at ITM 
level e.g. a position of bought one lot and sold two lots will show 
both bought and sold positions:-



D Default "transactions" which have not been assigned to 
one of the above account codes 

2G..7.2 Financial Accounts 

NODAL Service CM position-keeping accounts have financial accounts 
associated with them. These are, amongst other things, used to record 
cash balances, securities/documentary credits and non-realised margin 
obligations. 

Where appropriate, a NODAL Service CM's financial accounts are 
identified by a single character code: C for segregated client business 
(recorded as S within CPS); H for house and non-segregated business 
(recorded asH within CPS). Only the H financial account is obligatory. 

Information contained within position-keeping accounts Is consolidated Into 
financial accounts, as follows: 

2G. 7.2.1 Relationship with Position-keeping accounts 

Position-keeping accounts 

H House 

N Non-segregated client 

S Segregated client 

D Default "transactions" whfch have not been 
assigned to one of the above account 
codes 

Financial account 

H 

H 

c 

H 

By permitting a transaction to be allocated to a position-keeping account, a 
NODAL Service CM is also deemed to be designating that transaction for 
the associated financial account. 

2G,7,2.2 Other Financial Accounts 

Subject to approval by the Clearing House, further financial accounts, used 
only to record financial balances, may be opened as follows: 

Code 

Buffer account (House), used for holding additional cash in B 
relation to House business 

Buffer account (Client), used for holding additional cash in E 
relation to Client business 

Resources account, used for holding supplementary Q 
Financial resources 

Buyers' and Sellers' security account (segregated X 



business) used for certain delivery contracts 

2G.7.2.3 Default Fund (OF) Account 

Each NODAL Serv·ce CM's Default Fund Contribution is held on a 
separate financial account. In accordance wlth the Default Fund Rules this 
account attracts a rate of interest at 3 month LIBOR +1%. The Default 
Fund account code is F. 

2G.8 FEES 

2G.8.1 General 

Fees arising for the provision of NODAL Services will be collected monthly 
from the NODAL Service CMs' financial accounts. 

Details of tariffs and any changes thereto will be notified to NODAL Service 
CMs by means of Clearing Member circular. 

For further details (including details of how information regarding charges 
made for NODAL Contracts registered by the Clearing House Is 
communicated to NODAL Service CMs) please see Section 3.6 ("Fees") of 
these Procedures. 

2G.8.2 Execution Fees 

Members are asked to note that, in respect of NODAL Contracts. fees 
charged to NODAL Service CMs by the Clearing House will include 
execution fees which the Clearing House will collect on behalf of NODAL in 
respect of the underlying trades executed through the NODAL Trading 
System. 

Details of execution fees and any changes thereto Will be notified to 
NODAL Service CMs by NODAL. 

2G.9 MARGIN 

For the purposes of the NODAL Service only, a "Reference Price" includes 
daily Settlement Price and final Settlement Prlce as used in the NODAL 
Rules. 

2G.9.1 Variation Margin 

Certain NODAL Contracts are settled to market daily by the Clearing 
House. Profits or losses are either credited to or debited from NODAL 
Service CMs' relevant financial accounts (realised margin). 

2G.9.1.1 Realised Margin 

Realised margin is the calculated profit or loss arising from a comparison 
between the value of open positions at the relevant daily Settlement Price 
with the value of positions recorded i.e. the Traded Price for new trades 
and the previous day's daily Settlement Price for other positions. The 
currency of this margin amount will be the same as the currency 
denomination of the contract's reference price. 



2G.9.2 Initial Margin 

Separate Initial Margin calculations are performed for a NODAL Service 
CM's house "H" and client "C" accounts; no offset between these 
accounts is allowed. "H'1 accounts are margined net, meaning that if long 
and short positions are held in the same delivery month/prompt date, hlit~al 
MarfJ+A-~s-GRa~efl-eAthe initial margin requirement Js calculated in the 
basis of the net position. "C" accounts are margined gross on an client-by
client basis, meaning that if long and short positions with the same Delivery 
Month/Prompt Date are attributable to the same clieht, Initial Margin is 
charged on the net position, whereas no netting of positions may occur 
between positions attributable to distinct clients, Qollateral transferred to 
the Clearing House in respect of .Initial marain obligations need not be in 
the same currency as the contracts traded. A list of acceptable 
oollat.ero+CoJlateral to cover initial margin requirements can be found at the 
following location: 

http://www.lchclearnet.com/risk managemenUitd/acceptable collateraLasp 

2G.9.2.1 Initial Margin Parameters 

Initial margin parameters are set by the Clearing House. However, In 
accordance with the NODAL Regulations, the Clearing House retains the 
discretion to vary the rates for the whole market or for a NODAL SeNice 
CM's house and/or client accounts. 

NODAL Service CMs will be notified by the Clearing House of alterations to 
initial margin parameters no later than the day before calls are made based 
on the new rates. 

2G.9.2.2 Intra-day Margin Calls 

In accordance with the Regulations, the Clearing House is entitled to make 
additional margin calls for ~'lrJymenttransfer of Collateral to the Clearing 
l::im.Ls..e._on the same day (intra-day margin calls) where it considers it 
necessary. Intra-day margin calls will be made through the protected 
payments system ("PPS") in London ("London PPS") or the USA (''US 
PPS'') (see section 3.2 of these Procec;fures - "Protected Payments 
System"). 

2G.9.2.3 Calculation of Initial Marg in 

VaR 

lnitial rH-af§fl4snlarain obligation§ are re-calculated at the close of each 
business day using a VaR algorithm developed to margin Nodal exchange 
contracts. 

Technical questions about this algorithm should be directed to the Clearing 
House Risk Management Department on +44 (0)20 7426 7520 

2G.10 TAX 

NODAL SeNlce CMs should take their own advice regarding any taxation 
!labilities in any country in which a liability to pay tax may arise. 



In the event that the Clearing House incurs any liability to pay any tax in 
respect of or in connection with any NODAL Contract, it shall have the right 
to require reimbursement of such tax liability, together with any costs and 
expenses incurred by the Clearing House In connection with the 
administration and processing of such tax liability, from the NODAL Service 
CM who is or was party to that NODAL Contract, and whom, in the 
Clearing House's opinion should be responsible for meeting such tax 
liability, costs and expenses. The Clearing House will collect such 
payments through PPS. 

2G.11 SETTLEMENT OF NODAL CONTRACTS 

NODAL Contracts are settled depending upon their terms, as set out in the 
relevant NODAL Contract Terms. 

2G.11.1 Cash Settlement 

Cash settlement is a final settlement derived from the difference between 
the final Settlement Price and the previous trading day's dally Settlement 
Price or such other quotation as is specified in NODAL's Rules. This is 
debited from or credited to the NODAL Service CMs' financial accounts. 

2G.11 .2 Reference Prices for daily settlement to market 

Should NODAL fail to determine Reference Prices, the Clearing House will 
itself determine these as necessary. This will be done at the Clearing 
House's discretion and be announced as soon as possible following such 
determination. 

2G.12 POSITION TRANSFERS 

NODAL Service CMs will not have the functionality to affect a position 
transfer to another NODAL Service CM or between internal accounts. 
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2K. INTRODUCTION AND INTERPRETATION 

These Procedures govern the ForexCiear Service, form part of the Rulebook 
and must be read in conjunction with the other parts of the Rulebook. 

Any terms not defined in these Procedures have the definitions given to them in 
th~ Rulebook. 

References to "Sections" shall mean Sections in these Procedures. 

References to ''Business Day", "Calculation Agent", "Currency Pair", "Disruption 
Fallback'', "Notional Amount", "Reference Currency", ''Scheduled Valuation 
Date", "Settlement Currency'', "Settlement Currency Amount", "Settlement 
Date", "Settlement Rate", "Settlement Rate Option", "Trade Date", "Valuation 
Date", "Valuation Postponement" shall carry the meanings given to them In the 
Schedule to the ForexCiear Regulations with respect to the relevant Currency 
Pair. 

References to "business day" shall carry the meaning given to it in the 
Rulebook. 

Unless otherwise specified, all ttmes are in local London time. 

The liability of the Clearing House is as set out in Regulation 39, which applies 
to these Procedures in its entirety unless provided otherwise. 

2K.1 USERS OF FOREXCLEAR 

2K.1. 1 

2K. 1,2 

The ForexClear SeNice 1s an interface that processes and stores all 
ForexCiear Transactions. Those authorised by the Clearing House to submit 
trades (as defined below) for clearing in the ForexCiear Service fall into two 
categories - ForexCiear Clearing Members ("FXCCMs") and ForexCiear 
Dealers ("FXDs"). FXCCMs are clearing members who have applied and have 
been accepted by the Clearing House to clear in the ForexCiear Service. FXDs 
are not FXCCMs, but have met the criteria for registration as a ForexCiear 
Dealer and have entered into a ForexCiear Dealer Clearing Agreement with an 
FXCCM and the Clearing House. FXCCMs and FXDs are collectively known as 
ForexCiear Participants ("FXPs"). For membership procedures, please see 
Section 1 of the Procedures. 

For identification purposes each FXCCM is assigned a Uhique three-character 
mnemonic. 

Termination of FXCCM Status 

Clearing Members should contact the Clearing House Membership Department 
(+44 (0)207 426 7891/7627/7063; membership@lchclearnet.com) for details of 
how to resign from the ForexCiear Service. 

Termination of FXD Status 

The ForexCiear Dealer Agreement and Regulation 107 set out how the FXD 
relationship may be terminated. 

I LCH.Ciearnet Limited© 2013 2 Alt~/U~1November 2013 



Clearing House Procedures ForexC/ear 

2K.2 

2K.2.1 

2K.2.2 

2K.2.2.1 

2K.2.2.2 

2K.2.3 

2K.2.3.1 

2K.2.3.2 

SERVICE SCOPE 

Eligibility 

Non-Deliverable FX Transactions as defined in Schedule A to the ForexCie.ar 
Regulations ("NDFs") may be submitted for clearing through the ForexCiear 
Service. To be eligible to be registered as a ForeXCiear Contract, a trade must 
meet the ForexCiear Eligibility Criteria (as set out in Part 8 of the Schedule to 
the ForexCiear Regulations). 

Service Operating Hours 

Opening Days 

The ForexCiear Service will be ,apen each day, except weekends, Christmas 
Day and New Year's Day. 

Opening Hours 

The ForexCiear Service will be open between 20:00 local London time Sunday 
night and 01:00 local London time Saturday morning ("Opening Hours''). The 
ForexCiear Service vlill not accept ForexCiear Transactions outside of these 
hours. 

Account Structure 

FXCCMs 

(a) The ForexCiear Servtce provides each FXCCM with (i) a single house 
position-keeping account with the account code "H"; (ii) a financial 
account associated w1th the house position-keeping account; and (iii) a 
separate financial account for each FXCCM's ForexCiear Default Fund 
Contribution with the account code "F". 

(b) The FXCCM's single financial account is used to record cash 
balances, liabilities, and securities/documentary credits. 

(c) The FXCCM's house position-keeping account, as described In 
Regulation 5 and Regulation 103(f), is for house business. 

(d) Sub-accounts within the FXCCM's house position~keeping account 
may be set up (e.g .. for branches or FXDs). Each such sub~account Will 
carry the un1que Bank Identifier Code ("BIC") of the relevant branch/ 
FXD (please see Section 2.3.2 below) . 

(e) Sub-accounts within the FXCCM's house position-keeping account will 
be associated with the single financial account of the FXCCM and 
information contained across the house position-keeping sub-accounts 
is consolidated into the single financial account of each FXCCM. 

FXDs and Branches 

(a) Where an FXCCM enters into a ForexCiear Dealer Clearing 
Agreement with an FXD, submission of a static data form to LCH will 
allow it to be provided with one or more sub-accounts for that FXD (for 
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2K.2.3.3 

position-keeping purposes) within that FXCCM's house position
keeping account. The ForexCiear Dealer Clearing Agreement enables 
an FXD to nominate the "Designated Offices" (i.e. SICs) through which 
it may submit ForexCiear Transactions. 

(b) Submission of a static data form to LCH's membership department by 
an FXCCM will also allow an FXCCM to be provided wlth one or more 
sub-accounts for any branch of that FXCCM (for position-keeping 
purposes) within that FXCCM's house position-keeping account. 

(c) Because the single financial account reflects the consolidated 
balances and liabilities of the FXCCM, the balances and liabilities 
associated with ForexCiear Transactions submitted by FXDs and/or 
per branch -Mil be provided as an estimate (if applicable) . 

Novation and Registration 

(a) An NDF is a ForexCiear Transaction (i.e. eligible for registration as a 
ForexCiear Contract) if it satisfies the ForexCiear Eligibility Criteria (set 
out at Part B of the Schedule to the ForexCiear Regulations) at the 
Registration Time. The Clearing House will register (or reject) a 
ForexCiear Contract in respect of a ForexCiear Transaction presented 
for registration as quickly as would be technologically practicable if 
fully automated systems were used. 

(b) Prior to registering a ForexCiear Contract, the Cl'earing House will 
require the FXCCM in whose name such ForexCiear Contract is to be 
registered to f*eviEietransfer and maintain sufficient GGVefCollateral for 
its Liabilities (as defined in Section 2K.6.2(c}) (or its estimated 
Liabilities) (taking into account any MER Buffer (as defined at Section 
2K.5.6.5) and any MCE (as defined at Section 2K.5.7) made available 
by the Clearing House, if any) as a precondition to registration. This 
eever:CollateraJ check process is referred to as the "Incremental Risk 
Check'' (as defined at Section 2K.3.3.2) 

(c) If any FXCCM does not have sufficient GeveFCollateral for its liabilities 
or estimated Liabilities (taking into account any MER Buffer and MCE 
provided by the Clearing House, if any) at the time of the relevant 
Incremental Risk Check, then any submitted and unregistered 
ForexC1ear Transaction to which it is a party and that is subject to such 
Incremental Risk Check will be rejected. 

(d) Once the ForexCiear Transaction has passed the Validatfon Checks 
(as defined in Section 3.3, 1 ), the Clearing House will send, via the 
ForexCiear Matcher, a message confirming the registration of the 
ForexCiear Transaction as two ForexCiear Contracts and Including a 
datestamp of the relevant registration time. For the purpose of the 
ForexCiear Regulations, the time of dispatch of such message shall be 
the "Registration Time" of such ForexCiear Contracts. 

(e) The definitive report of a registered ForexCiear Contract Will be shown 
on the "All Open Contracts" report issued by ForexCiear Reporting (as 
defined ln Section 7). 

I LCH. C/earnet Limited © 2013 4 1\uf.J~~olNovember 2013 



Clearing House Procedures ForexC/ear 

2K.3 

2K.3.1 

2K.3.2 

(f) If an FXCCM is declared a defaulter, the Clearing House will not 
register any ForexCiear Transactions to which the defaulter was a 
party. ForexCJear Transactions between non-defaulting FXCCMs will 
continue to be registered (assuming .sufficient eevel:.....f.or.Collateral in 
respect of their Liabilities or estimated Liabilities has been provided). 

TRADE MANAGEMENT 

Trade Capture 

After the execution of an NDF (a 1'trade"), each FXP who is a party to the trade 
will submit individual instructions to the ForexCiear Matcher for matching and 
clear·ing of the trade. FXPs are not required to submit a confirmation of any 
trade submitted to the Clearing House for registration. Submission of the 
matched trade terms through the ForeXCiear Matcher will ensure that the 
agreed terms of the trade are recorded . 

Once the ForexCiear Matcher receives the trade instructions from the FXPs 
who are parties to the trade, the ForexCiear Matcher matches both instructions. 
The ForexCiear Matcher validates the trade using the ForexCiear Eligibility 
Criteria and will, If appropriate, submit a single message containing the names 
of the FXPs who are parties to the trade and the terms of the trade to the 
Clearing House for registration and clearing, such matched trade being known 
as a "ForexCiear Transaction". Once the Clearing House receives the 
ForexCiear Transaction message, it will send a message of acknowledgement 
back via the ForexCiear Matcher to each FXP that the trade has been matched 
and accepted for clearing. Instructions which show that one or both sides of the 
trade do not meet the ForexCiear Eligibility Criteria (as per Section 3.3) are 
rejected. Rejections are reported back to the counterparties through the 
ForexCiear Matcher. 

The Clearing House will provide ForexCiear Transaction/ForexCiear Contract 
(as applicable) updates as and when these change e.g. for acceptance, 
rejection and novation. 

The ForexCiear Matcher 

FXCCMs must not submit instructions to the Clearing House for trades which 
will not meet the ForexCiear Eligibility Criteria. The Clearing House will reg ister 
a ForexCiear Transaction on the basis of the data provided to it by the 
ForexCiear Matcher and has no obligation to verify that the details received 
from the ForexCiear Matcher in respect of a ForexCJear Transaction properly 
reflect the trade entered into by the relevant FXCCMs. 

The Clearing House js not able to, and will not, verify the authorisation of the 
source of any details of any ForexCiear Transaction reported to it for 
registration by the ForexCiear Matcher. The Clearing House shall have no 
liability In the event that any FXCCM suffers any loss through the unauthorised 
input of details into a system of a ForexCiear Matcher. 

Notwithstanding the designation by the Clearing House of a system as a 
ForexCiear Matcher, the Clearing House makes no warranty (and will accept 
no liability) as to the effectiveness, efficiency, performance or any other aspect 
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2K.3.3 

2K.3.3.1 

of the services provided by any ForexCiear Matcher or the timeliness or 
otherwise of the delivery of any· ForexClear Transactlon details by that 
ForexCiear Matcher to the Clearing House. Such matters form part of the 
relationship between the FXCCM and the ForexCie.ar Matcher and the terms of 
such relationship may entitle the ForexCiear Matcher to suspend the ability of 
an FXCCM to make submissions from time to time. 

The Clearing House accepts no liability for any error within or corruption of any 
data sent by the ForexCiear Matcher to the Clearing House or to an FXCCM or 
any delay in or failure of the transmission of such data to the Clearing House. 
In the event that the Clearing House registers any ForexCiear Contract(s) on 
the basis of incorrect or corrupted data sent to it by a ForexCiear Matcher, the 
FXCCM(s) concerned shall be bound by the terms of such ForexCiear 
Contract(s), unless the ForexCiear Contract is subsequently cancelled in 
accordance with Regulation 1 04 or 1 06. 

Trade Validation and Registration 

Process Flow Description 

(a) The Clearing House performs a validation check on each trade 
submitted by FXPs to ensure that each such trade meets t-he 
ForexCiear Eligibility Criteria and the Counterparty Technical 
Validation Check (as defined below) and Incremental Risk Checks (as 
defined at Section 2K.3.3.2) required for ForexCiear Transactions 
(together the "Validation Checks''), 

(b) The fields checked are as follows: 

(i) Counterparties: (a) are both parties submitting trade 
particulars FXPs and (b) has each FXCCM In whose name 
the ForexCiear Contract fs to be registered not been declared 
a defaulter by the Clearing House? (together, the 
"Counterparty Technical Validation Check"); 

(ii) Trade type: is the instrument type an NDF? 

(Hi) Economic Terms: does the trade Include all the Economic 
Terms (as defined in the Schedule to the ForexCiear 
Regulations)? 

(iv) Currency Pairs: are the Reference Currency and the 
SeWement Currency a Currency Pair (as defined in the 
Schedule to the ForexCfear Regulations)? 

(v) Settlement Currency: is the Settlement Currency USD? 

(vi) 'Trade tenor eligibility: does the scheduled Settlement Date 
fall on a date: (a) not earlier than three business days 
immediately following the date on which the trade is submitted 
to the Clearing House for registration (the "Submission 
Date") and (b) not later than the date falling two calendar 
years plus two business days immediately following the 
Submission Date? If the ForexCiear Transaction arrives after 
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the ForexCiear date roll (22.00 local London time), the 
Submission Date is defined as the next good business day. 

(vii) Valuation Date and Settlement Date: do the Valuation Date 
and Settlement Date for the ForexCiear Transaction fall on a 
valid Business Day for the Currency Pair to which the 
ForexCiear Transaction relates? Does the Settlement Date 
fall on a Business Day after the Valuation Date? The table 
below shows the relevant Business Days for determining the 
Valuation Date and the Settlement Date: • 

Currency Business Relevant Business Relevant City 
Pair Days for City/Cities for Days for for Business 

Valuation Business Day for Settlemen Day for 
Date Valuation Date t Date Settlement 

Date 

USD·BRL BRL&USO Ar\y of Rio de USD New York City 
Janeiro, Brasilia or 
Sao Paulo and 
New York City 

USD-CLP USO& CLP New York and uso New York City 
Santiago 

USD·CNY CNY Beijing USD New York Clly 

USD-COP USO&COP New York and uso New York Cily 
Bogota 

~ 

USD-IDR lOR &SGO Jakarta and uso New York. City 
Singapore 

USD·INR INR Mumbal uso 'New York Ciry 

USD·KRW KRW Seoul uso New York Clly 

USD·MYR MYR Kuala Lumpur uso New York City 

USD-PHP PHP Manila uso New York Clly 

USD·RUB USD & RUB New York and uso New York Clly 
Moscow 

USO-TWD TWO Taipei uso New York City 

(c) Trades that pass the Validation Checks are accepted and two trade 
records are created for the ForexCiear Transaction: one for the 
ForexCiear Contract between the Clearing House and the first FXCCM 
to the ForexCiear Transaction and the other for the ForexCiear 
Contract between the Clearing House and the second FXCCM to the 
ForexCiear Transaction. 

(d) Provided each FXCCM has sufficient sove>rCollateral, the Clearing 
House will send a message via the ForexCiear Matcher confirming the 
registration or, where the trade fails a Validation Check, the trade will 
be rejected and a status message will be sent to the ForexCiear 
Matcher giving a reason for rejection. 

(e) As provided in Section 2.3.3, in respect of messages confirming 
registration, the time of dispatch of such message shall be the 
Registration Time of that ForexCiear Contract. 

(f) The internal sub-account (i.e. FXCCM, branch, or FXD) into which 
each trade record is booked is derived from the SIC code within the 

1 As amended from lime to lime as per relevant EMTA Template, 
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2K.3.3.2 

2K.3.3.3 

2K.3.4 

message from the ForexCiear Matcher. The BIC links to the FXCCM 
reference data. 

(g) Both new trade records arising out of the ForexCiear Transaction have 
the same unique ForexCiear ID (the "ForexCiear ID"). Any further 
events or actions are applied on the basis of this ForexCiear ID, to 
ensure consistency 

Incremental Risk Checks 

(a) The Clearing House Will apply an "Incremental Risk Check'' to each 
individual ForexCiear Transaction. The Incremental Risk Check uses 
a suitable approximation methodology to estimate an FXCCM's 
Liabilities (including the new ForexCiear Transaction) against available 
ooveFCollateral (taking into account any MER Buffer and MCE made 
available by the Clearing House, if any). However, any ForexCiear 
Transaction submitted by that FXCCM that is risk reducing (i.e. results 
in a reduction of that FXCCM's Liabilities) will always pass the 
Incremental Risk Check, even if the FXCCM Eleeshas not 
l:levetransferred sufficient savGt-fei:Collateral in respect of its Liabilities 
to the Clearing House. 

(b) Both FXCCMs to the ForexCiear Transaction must pass the 
Incremental Risk Check in order for the Clearing House to register two 
ForexCiear Contracts in those FXCCM's names. 

(c) If either (or both) FXCCM(s) to a ForexCiear Transaction fail(s) the 
Incremental Risk Check(s) , then the ForexCiear Transaction will be 
rejected immediately, and a rejection message will be issued to the 
ForexCiear Matcher indicating which (or both) FXCCM(s) has failed 
the Incremental Risk Check(s). 

Registration 

(a) Once it is confirmed that the transaction has passed the Validation 
Checks for the relevant FXCCMs, the Clearing House: 

(i) registers each ForexCiear Transaction as two ForexC!ear 
Contracts and changes the status for each ForexCiear 
Transaction to ''NOVATED~' and informs the ForexCiear 
Matcher: and 

(II) in respect of relevant ForexCiear Contracts being cancelled, 
cancels the relevant ForexCiear Contracts and changes the 
ForexCiear Contract status of each relevant ForexCiear 
Contract to "CANCELLED". 

(b) The Clearing House acknowledges the ForexCiear Contract status and 
sends a message to the ForexCiear Matcher that the ForexCiear 
Transaction/ForexCiear Contract (as the case may be) is either 
"NOVATED" or "CANCELLED" as appropriate. 

Manual Trade Rejection, Novation and Cancellation (Exceptional Event) 
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2K.3.5 

2K.3.5.1 

2K.3.5.2 

(a) From time to time, as an exceptional event. it may be necessary for 
the Clearing House to: (i) reject a trade submitted for registration; (ii) 
register a ForexCiear Transaction: or (iii) accept or reject a 
cancellation request for a ForexCiear Contract or a ForexCiear 
Transaction, in each case manually prior to a Margin Run, (e.g. in the 
case of a default event, when a ForexCiear Transaction needs to be 
registered immediately to expedite the hedging and auction process or 
to reject a ForexCiear Transaction received from a defaulted FXCCM). 

(b) The Clearing House acknowledges the action and sends a status 
message to the ForexCiear Matcher of either "REJECTED" In respect 
of trades being manually rejected; "NOVATED" in respect of trades 
being manually registered; and "CANCELLED" in respect of a 
ForexCiear Contract or a ForexClear Transaction being manually 
cancelled, as appropriate. 

Trade Cancellation 

(a) The Clearing House accepts cancellation messages from FXPs 
against both non-novated trades (ForexCiear Transactions) and 
novated trades (ForexCiear Contracts). 

(b) With respect to any ForexCiear Contract, cancellation messages may 
be submitted via the ForexCiear Matcher until sUch ForexCiear 
Contract is "fixed" - i.e. when its Settlement Rate has been determined 
on the relevant Valuation Date. 

(c) A successful cancellation message results in a "CANCELLED" status 
message if the ForexCiear Transaction or the ForexCiear Contract (as 
the case may be) is cancelled during the Opening Hours. The status 
messages are sent from the Clearing House to the FXCCM via the 
ForexCiear Matcher. 

(d) There is no ForexCiear Contract or ForexCiear Transaction 
amendment functionality. 

Process Flow Description 

(a) The Clearing House accepts trade cancellation instructions from the 
ForexCiear Matcher for ForexCiear Transactions or ForexCiear 
Contracts (as the case may be) that have previously been submitted to 
the ForexClear Service. Cancellation instructions must Include the 
ForexCiear lD. 

(b) The Clearing House checks that the cancellation instruction contains a 
valid ForexCiear ID which relates to: (a) a ForexCiear Transaction or 
ForexCiear Contract (as the case may be) that has not been 
previously cancelled; and (b) in the case of a ForexCiear Contract 
only, a ForexCiear Contract with respect to which the relevant 
Valuation Date has not yet occurred. 

(c) Where a trade has already been rejected (as a result of having failed a 
Couhterparty Technical Validation Check), the ForexCiear Service 
sends a "CANCEL REJECTED" message to the ForexCiear Matcher 
for the relevant FXPs. 

LCH. C/earnet Limited© 2013 9 AuuuctNovember 2013 



Clearing House Procedures ForexC!ear 

2K.3.6 

(d) All trade cancellation Instructions must pass the Incremental Risk 
Check. If any FXCCM Goe£has not J:lavetransferred sufficient 00\let: 
fefCollateral in respect of its Liabilities or estimated Liabilities to the 
Clearing House (taking into account any MER Buffer and MCE 
provided by the Clearing House, if any) at the time of the relevant 
Incremental Risk Check, then any ForexCiear trade cancellation 
instruction to which it is a party will be rejected immediately. However, 
any ForexCiear trade cancellation instruction that is risk reducing (i.e. 
results in a reduction of that FXCCM's Liabilities) will always pass the 
Incremental Risk Check, even if the FXCCM f1ae6has not 
Ravetransferred sufficient £".evej: forCollateral in respect of its Liabilities 
to the Clearing House. 

Valuation Date Event Management 

The Clearing House is the Calculation Agent and will store and apply the 
Settlement Rate Option and the Valuation Date for each ForexCiear Contract. 

On the Valuation Date with respect to each ForexCiear Contract, the 
Settlement Rate will be retrieved from the Settlement Rate Option per Currency 
Pair in accordance with the relevant EMTA Templates (as referenced in the 
Schedule to the ForexCiear Regulations). The Market Data provider for 
Settlement Rates is Reuters. 

ForexCiear applies the relevant Settlement Rate to ForexCiear Contracts using 
the following criteria: 

(a) Settlement Rate Option source code (as below)~ 

(b) Valuation Date. 

The table below gives the source codes of the Settlement Rate Options to be 
used as per the relevant EMTA Template: 

Currency Pair Settlement Rate Option (or as per the relevant EMTA 
Template as amehded from time to time) 

USD-BRL BRL PTAX (BRL09) 

USD-CLP CLP DOLAR OBS (CLP1 0) 

USD-CNY CNY SAEC (CNY01 ) 

USD-COP COP TRM (COP2) 

USD-IDR lOR IVWAP (IDR03) 

USD-INR INR RBIS (INR01) 

USD-KRW KRW KFTC18 (KRW02) 

USD-MYR MYR PPKM (MYR03) 

USD-PHP PHP PDSPESO (PHP06) 

US D-RUB RUB CME-EMTA {RUB03) 
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2K.3.6.2 

2K.3.7 

I USD-TWD I TWO TAIFX1 (TWD03) 

The Clearing House applies the Settlement Rate to all relevant ForexCiear 
Contracts at a predefined time (see Section 4.3 below) following its publication. 

The Clearing House calculates the Settlement Currency Amount In the 
Settlement Currency per ForexCiear Contract. FXCCMs can retrieve the 
Settlement Rate and Settlement Currency Amount in the Settlement Currency 
via ForexCiear Reporting (as defined in Section 7) on the ForexCiear Service 
Portal and on MemWeb, which are internet services onto which information is 
loaded and can be accessed by FXCCMs. 

Process Flow Description 

(a) After the Registration lime for a ForexCiear Contract, the ForexCiear 
Service links a Settlement Rate Option to it in accordance with the 
relevant EMTA Template for the Currency Pair. 

(b) On the Valuation Date, the Clearing House uses the Settlement Rate 
for the Currency Pair for the ForexCiear Contract when It is published 
by Reuters, and calculates the Settlement Currency Amount for each 
ForexCiear Contract in the Settlement Currency by applying the 
relevant Settlement Rate Option as published. 

(c) If the Settlement Rate Option set out in the relevant EMTA Template is 
unavailable at the relevant time, Disruption Fallback alternatives for 
the determination of the Settlement Rate will apply as set out [n the 
relevant EMTA Template. 

Settlement 

Wlth respect to each ForexCiear Contract, the Settlement Currency Amount is 
calculated by the application of the Settlement Rate to the Notional Amount in 
accordance with the ForexCiear Contract Terms. 

From (and including) the Registration Time to (and including) the Business Day 
immediately preceding the Settlement Date, changes in the daily value of open 
ForexCiear Contracts will have resulted in variation margin (''VM") credits and 
debits between the parties (as set out at Section 5.2). With respect to each 
ForexCiear Contract, on the Business Day immediately preceding the 
Settlement Date, the Clearing House nets the Settlement Currency Amount 
against the aggregate net VM which has been paid/received through the term 
of the ForexCiear Contract, the result of which is a Net Settlement Amount 
("NSA"), which will be reflected in the FXCCMs' cash accounts with the 
Clearing House on the Settlement Date. As such, with respect to each 
ForexCiear Contract, the payment-iH--fHIItransfer to, or receipt from. the Clearing 
House of ail the VMCollateral In respect of the variation margin required during 
the term of such ForexCiear Contract shall satisfy the relevant party's obligatfoh 
to pay the Settlement Currency Amount on the Settlement Date of such 
ForexCiear Contract. For the purpose of providing Nostro reconciliations, to the 
relevant parties, the Clearing House will provide Reporting (as defined in 
Section 7) which will reflect an entry for the "Settlement Currency Amount" and 
a separate entry for the reversal of the aggregate net VM which has been 
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paid/received through the term of the ForexCiear Contract. This paragraph 
applies even if the Settlement Date has been adjusted in accordance with the 
ForexCiear Contract Terms. 

Portfolio Management 

The Clearing House allows portfolios of ForexCiear Contracts to be transferred 
between FXCCMs e.g. in the event of merger, or where agreed between the 
relevant FXPs. 

The portfolio transfer capability allows the transfer of: 

(a) A sing le ForexCiear Contract. 

(b) Part of an FXCCM's portfolio (which includes the ability to transfer 
ForeXCiear Contracts to various other FXCCMs, e.g. Bani~ A to Bank B 
for USD/RUB, Bank A to Bank C for USD/KRW and Bank A to Bank D 
for USD/BRL). 

(c) Portfolio transfer (i.e. the transfer of all or just one of the portfolios 
belonging to an FXCCM). 

(d) Multiple portfolio transfers (i.e. the transfer of several portfolios of an 
FXCCM). 

The Clearing House wifl carry out tl1e portfolio transfer. For transfers under 2, 3 
and 4, this can be on a ForexCiear Contract by ForexCiear Contract or on a 
Currency Pair basis. 

Before the completion of a portfolio transfer, the Clearing House will perform a 
margin impact analysis of the transfer to the source and destination portfolios. 
The Clearing House will advise the relevant FXCCM regarding any additional 
collateral that may be required in order to complete the portfolio transfer. 

Legal Documentation 

The Transfer of ForexCiear Contracts will be documented in accordance with 
the standard legal documentation for the transfer of ForexCiear Contracts 
provided by the Clearing House to FXPs. Any such transfer must be authorised 
by all relevant parties and executed by individuals with appropriate signing 
authori ty. 

Reference Data 

Holiday Event Calendar 

For the ForexCiear Service the Clearing House uses the SwapsMonitor 
Financial Calendar (as published by Swaps Monitor Publications, INC.) tne 
("SwapsMonitor Financial Calendar'') in order to determine holidays. This 
requires all ForexCiear Participants to be licensees of the SwapsMonitor 
Financial Calendar. The calendars, as applicable to the ForexCiear Service, will 
be available online for inspection and for tile download from Clearing Member 
Reporting. SwapsMonitor is used on a daily basis across all calendars. 

Date Adjustment 
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When a new holiday is declared in a particular jurisdiction, an update to tile 
holiday calendar is required, 

The Valuation Date and/or the Settlement Date of the affected ForexCiear 
Contracts will automatically be adjusted in accordance with the provisions of 
the EMTA Template for the relevant Currency Pair. 

The Clearing House may accede to a request from FXCCMs to suspend 
processing of adjustments to the relevant affected Valuation Oates and 
Settlement Oates so as to allow FXCCMs to cancel and rebook any ForexCiear 
Contracts following any such adjustment. In such case, the Clearing House will 
inform FXCCMs as to the timing and duration of any such suspension. 

MARKET DATA 

Sources used by ForexCiear Service 

The ForexCiear Service collates instrument quotes for the following from 
multiple market sources (as detailed in Section 4.2 ) in relation to each 
Currency Pair: 

(a) FX spot rates ("FX Spot Rates"); 

(b) FX swap points ("FX Swap Points''); 

(c) Settlement Rate Option; 

(d) Interest rate curves (see Section 4.5.2 below) ("Interest Rate 
Curves"); 

(e) USD LIBOR Curve; 

(f) PAl rates ("PAl Rates"); and 

(g) Country credit spreads (see Section 4.6 below) (''Country Credit 
Spreads"), 

together, ''Market Data'' 

FX Spot Rates and FX Swap Points are received by the Clearing House via a 
live link from all eligible FXCCMs during the Opening Hours (as defined in 
Section 2.2.2). 

Market Data Sources and Frequencies 

The Clearing House receives the following updated raw prices: 

~a) FX Spot Rates: 

(i) Source- contributing FXCCMs. 

(ii) Frequency - every time updated by contributing FXCCMs up 
to a maximum rate of once every five minutes. 

(b) FX Swap Points: 
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(i) Source- contributing FXCCMs. 

(ii) Frequency - every time updated by contributing FXCCMs up 
to a maximum rate of once every five minutes. 

(iii) Tenors- as shown in the table below. 

Tenor 

S/N 

1 week 

1 month 

2 months 

3 months 

6 months 

12 months 

24 months 

(c) Settlement Rate Options: 

(i) Source - Reuters. 

(II) Frequency - when published (at the times shown In the table 
at Section 4.3 below). 

(d) Interest Rate Curves: 

(I) Source - internal Clearing House. 

(li) Frequency- at each SwapCiear margin run. 

(e) Country Credit Spreads: 

(i) Source - Bloomberg. 

(li} Frequency - when published. 

(f) USD LIBOR Curve: 

(i) Source - SwapCiear. 

(ii) Frequency - at each SwapCiear margin run. 

(g) PAl rates: 

(i) Source- LCH Treasury. 

(ii) Frequency - Daily. 

Market Data 
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Reference Settlement Rate Option (or as Settlement Rate Publication 
Currency per the relevant EMTA Local Time (or as per the 

Template as amended from relevant EMTA Template as 
time to time) amended from time to time) - ·..- ·- ... -: ~ X""' -

BRL BRL PT AX (BRL09) 13:15 (Sao Paolo) 

CLP CLP D6LAR OBS (CLP1 0) 10:30 (Santiago) 

CNY CNY SAEC (CNY01 ) 09:15 (Beijing) 

COP COP TRM {COP02) 10.30 (Bogota) 

IDR IDR IVWAP (IDR03) 11 :30 (Singapore) 

INR INR RBIB (INR01) 12:30 (Mumbai) 

KRW KRW KFTC18 (KRW02) 15:30 (Seoul) 

MYR MYR PPKM (MYR03) 11 :1 0 (Kuala Lumpur) 

PHP PHP PDSPESO (PHP06) 11 :30 (Manila) 

RUB RUB CME-EMTA (RUB03) 13:30 (Moscow) 

TWD TWD TAIFX1 (TWD03) 11:00- 12:00 (Taipei) 

Market Data Provision to FXCCMs 

Market Data used in a Margin Run is made available to FXCCMs via 
ForexCiear Reporting (as defined in Section 7). 

Curve Building in ForexCiear 

FX Curve (Zero Coupon/Market Rate Curve) 

The Clearing House builds for each Currency Pair an FX curve (zero 
coupon/market rate curve) using the FX Spot Rates, FX Swap Points and the 
USD LIBOR Curve based on interpolation techniques agreed through the 
ForexCiear Risk & Trading Working Group (a group comprising the Clearing 
House and FXCCM's risk and trading representatives) ("RTWG"). The USD 
LIBOR Curve is used for discounting; the FX curve is used for capitalisation of 
forward cash flows. 

Interest Rate Curve 

The Clearing House applies the linear interpolation method to build the Interest 
Rate Curve. Linear interpolation is applied on zero coupon curves. 

Curve Use 

End of day is defined as 22.00 local London time ("EOD"). The following EOD 
data is used in the calculation of risk analytics for an EOD Margin Run (as 
defined in Section 6.1.2): 

(a) FX Spot Rates; and 

(b) FX Swap Points. 

Country Credit Spreads 
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The Clearing House takes country credit spreads (in relation to Brazil, Russia, 
India, China, Chile, South Korea, Colombia, Indonesia, Malaysia, Philippines 
and Taiwan) from Bloomberg for use in risk multiplier calculations. 

VALUATION AND MARGIN 

Product Valuation 

Net Present Value ("NPV") 

From (and including) the Registration Time to the EOD Margin Run on the 
business day preceding the Valuation Date, each ForexCiear Contract is 
valued in USD using the current market rates and discounted from the future 
Settlement Date to its present value (being valued using the data submitted by 
FXCCMs, in accordance with Sections 4.2). 

At EOD on the Valuation Date, the Settlement Rate is used to value the 
ForexCiear Contract. 

If Valuation Postponement applies, the ForexCiear Contract is valued using the 
current forward price (based on the data submitted by FXCCMs, in accordance 
with Sections 4.2) to (and including) the date on wh1ch the Settlement Rate is 
determined in accordance with the ForexCiear Contract Terms. 

Variation Margin ("VM") 

VM for each ForexCiear Contract is calculated at EOD as the change from the 
preceding business day in its NPV. With respect to each FXCCM, the net sum 
of the VM for all open ForexCiear Contracts is credited to or debited from such 
FXCCM once a day, following the EOD Margin Run. 

Gev~feF-\JMCollateral In respect of variation margin obligations (adjusted by 
PAl, as set out below) will be ~aietransferred each business day by or to each 
FXCCM in respect of all of Its open ForexCiear Contracts. The VMvariation 
margin obligation will be calculated in, and must be paid in, USD, 

With respect to each ForexCiear Contract, VM is calculated every business day 
from (and including) the Registration Time to (and including) the EOD on the 
business day Immediately preceding the Settlement Date. 

Reporting Breakdown 

ForexCiear margin reports show the portfolio of open ForexCiear Contracts of 
each FXCCM and of each FXD by Currency Pairs and in the Settlement 
Currency (i.e. USD). 

Price Alignment Interest ("PAl") 

The effect of daily cash VM movements results in the need for PAl. Without this 
adjustment, the pricing of ForexCiear Contracts would differ from Identical 
uncleared trades, as cash earned from favourable daily price moves would be 
priced into the product. 

PAl Calculation Methodology 
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PAl is calculated at EOD on each business day from (and Including) the first 
business day after the Trade Date to (and including) ' the business day 
immediately preceding the Settlement Date. 

In this Section 5.4 , 'T' means any given business day; "T-1'' means the 
business day immediately preceding T; "T+1" means the business day 
immediately following T; and ''MTM" means the total value (expressed in 
USD)of an FXCCM's portfolio open of ForexCiear Contracts after valuation ln 
accordance with Section 5.2 at close of business on any business day. The 
Clearing House calculates PAl in USD once a day at EOD. 

(a) Principles: 

(i) MTM is calculated at EOD on T" 1, 

(ii) Change in MTM (net VM in respect of an FXCCM's portfolio 
of open ForexCiear Contracts) is paid/ received on the 
morning ofT. 

(iii) PAl Rate forT to be applied is known at EOD T. 

(iv) PAl is calculated on the night of T , for MTM of T-1 for 
ForexCiear Contracts up to the business day before their 
Settlement Date. 

(v) PAl is paid I received on morning ofT +1 via PPS. 

(b) Componehts: 

(i) PAl Rate (annualised Interest applied to an FXCCM's MTM) 

(il) MTM; 

(iii) Accrual Factor (factor used to convert the PAl Rate from an 
annual rate to a daily rate, on a basis of a year of 360 days). 

(c) So: 

(I) PAl T = PAIT Rate x MTMT-1 x Accrual Factor. 

The Clearing House uses the PAl Rate from the relevant EOD overnight index 
swap curves, Which is sourced from the Clearing House. 

VM/PAI Adjustment 

With respect to each FXCCM, the Clearing House makes the following 
adjustment to the EOD VM: 

(a) if, with respect to its portfolio of open ForexCiear Contracts, such 
FXCCM has (to but excluding the relevant EOD) paid an amount In VM 
greater than the amount of VM it has received , such FXCCM will 
receive PAl; and 

(b) if, with respect to its portfolio of open ForexCiear Contracts, such 
FXCCM has (to but excluding the relevant EOD) received an amount 
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in VM greater than the amount of VM it has paid, such FXCCM will pay 
PAl. 

Initial Margin (''IM") 

The Clearing House will require FXCCMs to flOSt-IMtransfer to the Clearing 
House Collateral in respect of their IM obligations. 

Calculation of Initial Margin 

IM will be calculated within the day and at EOD on each business day as part 
of each Margin Run. With respect to each FXCCM, it is calculated for the 
portfolio of open ForexCiear Contracts and ForexCiear Transactions using 
ForexCiear's Portfolio Analysis and Risk ("FxPAR") margining model, FxPAR is 
based on a modified historical simulation value--at-risk methodology. All open 
ForexCiear Contracts and ForexCiear Transactions in each Currency Pair are 
re-valued under a series of cross portfolio yield curve scenarios to estimate the 
potential portfolio profit and loss and therefore the IM requirement. 

These scenarios will be continually monitored and reviewed periodically or on 
an ad hoc basis according to market conditions. ForexCiear Clearing Members 
will usually be notified by the Clearing House of alterations to margin 
parameters no later than the day before calls are made based on the new 
parameters. Further details of this method are available upon request from the 
ForexCiear Risk team. 

FxPAR uses the market data submitted by FXCCMs pursuant to Section 4. 

Initial Margin Risk Multipliers 

Credit risk, liquidity risk and sovereign risk are measured and applied to 
FXCCMs as part of the IM calculation. 

Credit Risk Multiplier ("CRIM") 

The GRiM applied will consider the FXCCM's credit worthiness. initial margin 
level and/or stress testing exposures In accordance with LCH.Ciearnet Credit 
Risk Policy. 

Liquidity Risk multiplier ( 'LRMM") . 

(a) Where an FXCCM has an exposure above set thresholds in a 
particular Currency Pair or tenor of ForexCiear Contracts, the LRMM is 
applied and additional IM is charged. The LRMM is calculated in 
accordance with parameters set by the ForexCiear Default 
Management Group (the "FXDMG") according to tenor and notional 
concentration. The thresholds are reviewed quarterly and use 
prevailing perceptions of market conditions as seen by the FXDMG. 

(b) LRMM increases IM called due to concentrated Currency Pair 
exposure by tenor of ForexCiear Contracts. Additional IM is called to 
mitigate the risk of a position not being closed out in five days and/or 
the extra hedging costs that may be incurred. 
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(c) The Clearing House calculates and applies LRMM as part of each 
Margin Run, based on the LRMM for each Currency Pair in the 
FXCCM's house position-keeping account. 

Sovereign Risk multiplier ("SRM"), 

(a) An SRM Is applied when there is a perceived risk of sovereign default 
or a change in a country's currency regime which would impact 
ForexCiear Contracts transacted in certain Reference Currencies. The 
SRM takes into account: 

(i) the probability of sovereign default or a regime change event 
occurring; and 

(ii) the depreciation or appreciation risk of the Reference 
Currencies. 

(b) The SRM sovereign default probability is calculated by assessing the 
three month probability of default for the different sovereign countries, 
based on the country's 5-year credit default swap (CDS) spread. The 
probability of a regime change event is estimated based on historical 
events and publicly available data for the different sovereign countries. 
The county CDS spreads are reviewed and updated weekly. 

(c) The Clearing House calculates and applies the SRM as part of each 
Margin Run, for each Currency Pair in the FXCCM's house position
keeping account. 

Additional Margin 

The Clearing House may require an FXCCM to ~ytransfer additional flnl9'flll•~ 
Collateral to the Clearing House (in addition to amounts of Collateral already 
transferred to the Clearing House in respect of initial margin and variation 
margin obligations) as security for the performance by an FXCCM of its 
obligations to the Clearing House in respect of ForexCiear Contracts to which 
such FXCCM is a party in accordance with Regulation 12. This may be 
required from time to time where, in the opinion of the Clearing House, the risk 
inherent in ForexCiear Contracts to which such FXCCM is a party not 
adequately covered by ~ef-V.M.:the Collateral transferred in respect of the 
initial margin or variation margin obligations. This may cover instances where 
stress testing losses under various scenarios provided in the ForexCiear 
Default FuAcl Rules have increased 

Minimum Excess Requirement Buffer ("MER Buffer") 

To facilitate the intraday registration of ForexCiear Contracts, at each EOD 
Margin Run, the Clearing Hol.lse will call from each FXCCM an amount of IM 
referred to as "Minimum Excess Requirement Buffer" ("MER Buffer") in respect 
of that FXCCM's potential intraday Liabilities (as defined below at Section 
2K.6.2) for the following day. 

The required amount of MER Buffer for an FXCCM is expressed as a 
percentage of the FXCCM's start-of-day portfolio IM, and is calibrated daily 
based on recent member activity such that higher levels of lntraday trade 
volumes lead to a proportionally higher MER Buffer requirement and vice 
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versa. The MER Buffer percentage is calculated as a given percentile of 
intraday peak relative IM changes over a given number of historical business 
days. 

The parameters of the MER model are: MER percen~le, MER lookback period, 
relative MER cap and absolute MER floor. The values of these parameters are 
calibrated based on the quantitative analysis of the FXCCMs' IM history across 
the ForexCiear Service. 

As ForexCiear Contracts are registered in an FXCCM's name, the Clearing 
House will, ln accordance with the Margin Run process, calculate an FXCCM's 
lntraday Liabilities (or, in the case of an Incremental Risk Check, the FXCCM's 
estimated Liabilities), taking into account any MER Buffer. 

At each EOD Margin Run, the Clearing House will recalculate and call the 
FXCCM's MER Buffer for the following day. 

Mutualised Credit Extension ("!\'ICE") 

If an FXCCM has insufficient soverCollateral to enable the registration of further 
ForexCiear Contracts in its name, then the Clearing House may make available 
to an FXCCM intraday credit by way of a Mutualised Credit Extension ("MCE") 
to enable the FXCCM to register further ForexCiear Contracts. An FXCCM 
may utilise MCE intraday on a one-to-one basis to the value of the IM that 
would have been required to cover that FXCCM's Liabilities (or, in the case of 
Incremental Risk Checks, the FXCCM's estimated Liabilities). The amount of 
the MCE made available to an FXCCM In aggregate during any one day must 
not exceed an amount that is the lesser of: (a) 50% of the ForexCiear MCE 
Default Fund Buffer; or (b) the sum of the FXCCM's IM and ForexCiear 
Contribution. The amount of the "ForexCiear MCE Default Fund Buffer" is 
currently zero and therefore the Clearing House will not provide MCE to any 
FXCCM until further notice. 

For the avoidance of doubt, MCE is provided in the form of intraday initial 
margin forbearance and an FXCCM's utilisation of MCE does not give rise to 
any payment or transfer of s.Q.ollateral by the Clearing House nor does it result 
in any use of the ForexCiear Fund Amount (except in events of default). 

All MCE credit extended on any given day shall be revoked at the close of 
business on such day (unless revoked earlier in accordance with the following 
paragraph). As part of each EOD Margin Run, the Clearing House will call IM 
from each FXCCM to replace any utilised MCE and that FXCCM's MCE will be 
reset for the following day (assuming such FXCCM has satisfied any margin 
calls). Any failure of an FXCCM to satisfy an IM call relating to the replacement 
of MCE constitutes a default by such FXCCM - just as any failure by an 
FXCCM to satisfy any other type of initial margin call constitutes a default. 

The MCE Is made available at the Clearing House's sole discretion. In 
particular (but without limitation), the Clearing House may refuse to extend 
MCE to any or all FXCCMs on risk management grounds, and may at any time 
require an FXCCM to provide IM in place of any utilised MCE. 

Initial Margin Management Events Service ("IMMES") 
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IMMES aims to find risk and IM reducing ForexCiear Contracts amongst 
participating FXCCMs. IMMES can be run on all Currency Pairs that are 
cleared through the ForexCiear Service, although the primary focus will be on 
those Currency Pairs that contribute to the largest lM requirement. 

FXCCMs who wish to obtain further information about, or to participate in, 
IMMES should contact ForexCiear Business Operations on 0207 426 7627 To 
be eligible to participate in IMMES, an FXXCM must enter into an IMMES 
agreement with the Clearing House (the "IMMES Agreement''). 

Step-By-Step Details 

(a) The Clearing House usually conducts the IMMES at least monthly. 

(b) A reminder that there is an IMMES run taking place is sent out the 
week before to each FXCCM which Is a party to an IMMES Agreement 
with LCH and each FXCCM is asked to confirm their participation. 

(c) On the day of the scheduled IMMES run, the Clearing House analyses 
all participating FXCCMs' profiles to find ForexCiear Contracts with 
equivalent and opposite delta values by tenor and Currency Pair to 
compile a list of offsetting suggested trades that are mutually beneficial 
in terms of IM reduction (the "IMMES Trades") . 

(d) The Clearing House then analyses the relevant FXCCM ForexCiear 
Contract portfolios with the IMMES Trades and determines the change 
in NPV, IM, delta and zero yield sensitivity from the IMMES Trades. 

(e) The FXCCMs on either side of the trades are advised of the economic 
details of the IMMES Trades. 

(f) If the two FXCCMs agree to undertake the IMMES Trades, the 
Clearing House will then put them in touch with each other. The 
FXCCMs will enter into the bilateral IMMES Trades and submit them to 
the Clearing House through the ForexCiear Matcher for registration. 

2K.6 GENERAL MARGINING PROCESS 

2K.6.1 

2K.6.11 

A "Margin Run" is the process by which the Clearing House calculates an 
FXCCM's IM requirement (if any) and, during an EOD Margin Run, its VM 
requirement and PAt adjustment (if required) (together its "Margin 
Requirements") and applies that FXCCM's eevefCollateral to satisfy the 
Margin Requirements for that FXCCM in respect of the ForexCiear Contracts 
within that FXCCM's portfolio. 

Types of Margin Runs 

There are three types of Margin Run: 

lTD/Ad Hoc- Day Margin Run 

(a) ITO/Ad-hoc London daytime Margin Runs are initiated as and when 
dictated by the schedule published by the Clearing House and notified 
to FXCCMs from time to time (the "Schedule'') or as necessary, and 
are performed in the time period during which a PPS call can be made 
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(the "ITO/Ad-hoc Day Margin Run"), PPS times are published on the 
Clearing House's website at: http://www.lchclearnet.com/ 
risk_managemenVItd/pps/. 

(b) lTD/Ad-hoc Margin Runs are calls in respect of IM only. VM and PAl 
are not included in lTD/Ad-hoc Margin Runs. 

EOD Margin Run 

(a) The EOD Margin Run is the final lTD/Ad-hoc Day Margin Run that 
completes by 24:00 local London time on that business day (the ''EOD 
Margin Run"). 

(b) EOD Margin Runs are calls in respect of IM as well as VM obligations 
and PAl. 

lTD I Ad Hoc - Night Margin Run 

(a) lTD/Ad-hoc London overnight Margin Runs are Initiated as and when 
dictated by the Schedule or as necessary, and are performed in the 
time period during which a PPS call cannot be made (the "ITO/Ad-hoc 
Night Margin Run"). 

(b) lTD/Ad-hoc Night Margin Runs are calls in respect of IM only . VM and 
PAl are not included in lTD/Ad-hoc Night Margin Runs. 

Margin Run Process 

(a) Margin Runs cover all registered ForexCiear Contracts with the status 
"NOVATED". 

(b) Margin runs will be carried out for each ForexCiear Contract and 
ForexCiear Transaction (as the case maybe) until (and including) the 
later of: 

(i) EOD Margin Run on the Settlement Date; or 

(II) EOD Margin Run after the Settlement Rate is published. 

(c) _During every Margin Run the Clearing House calculates the 
IMCollateral required in respect of the initial margin obligations and 
(where applicable) the \tMCollateral required in respect of the variation 
margin obligations and PAl required to cover each FXCCM':s relevant 
open ForexCiear Contracts and ForexCiear Transactions _(each a 
"Liability" and together the "Liabilities''), 

(d) Each FXCCM's Liability is offset against that FXCCM's non-cash 
collateral account (being a sub-account of the FXCCM's financial 
account) (for IM only) or funds in that FXCCM's cash account (being a 
sub-account of the FXCCM's financial account) (for VM/PAI/IM). IM will 
always be a Liability (payable to the Clearing House) and VM and PAl 
may be a cash posting or a Liability (payable by, or to, the Clearing 
House, respectively). 
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(e) FXCCMs are informed via email of their Liabilities as a percentage of 
their current total se:verCollaterat (such percentage being shown as a 
percentage of the aggregate ooverCollateral in their cash and non
cash collateral account(s)) and are directed to the ForexCiear Service 
portal (being a secure website made available to FXCCMs) (the 
"ForexCiear Service Portal") which provides reports (at the times 
specified in Section 7.1) informing FXCCMs of their (i) total Liabilities 
under the ForexCiear Service; (ii) current total Gever-Collateral posted 
with the Clearing House for the ForexCiear Service (including any 
MCE, if any); and (iii) Liabilities as a percentage of their current total 
<*Wer-Collateral (such percentage being shown as a percentage of the 
aggregate GevefCollateral in their cash and non-cash collateral 
account(s)). 

(f) If following a Margin Run an FXCCM Is required to ~FE>Vkletransfer 
additional Gellater.aiCollateral to the Clearing House, this is also 
indicated by email and via the ForexCiear Service Portal. In the case 
of lTD/Ad-hoc Margin Runs, where an FXCCM's Liabilities exceed its 
available ooveFCollateral and any MCE, then the Clearing House will 
issue a margin call for the amount of the shortfall plus 50% of the 
FXCCM's MER Buffer. 

2K. 7 FOREXCLEAR REPORTING 

2K.7.1 

2K.7.2 

The Clearing House produces a suite of treasury reports for members across 
each of the Clearing House services. Some of these reports are cross-seNice 
reports and others are specific to the ForexCiear Service, thus an FXCCM will 
receive reports in respect of ForexCiear and may also receive cross-service 
reports where it is a member of another service. Follow this lint< to the 
information available from the LCH.Ciearnet website: Banking Reports. ~. 

In respect of the ForexCiear Service, on each business day the Clearing House 
will provide two sets of reports to FXCCMs: (1) Banking Reports; and (2) 
reports direct from the ForexCiear Service (together "ForexCiear Reporting"), 
These Procedures reference the ForexCiear Service specific reports. Each 
day's report will remain available for download by FXCCMs from the 
ForexCiear Service Portal for five days. 

Margin Liability Reports 

Reports detailing Liabilities are provided to FXCCMs following every scheduled 
Margin Run in accordance with Section 6.2 and where additional ee+later'f!l 
GsverCollateral has been called by the Clearing House. Additionally, a report, 
Including sensitivities, is provided at ForexCiear Contracts level at 22.00 local 
London time. If the EOD Margin Run has not completed by 22:00 local London 
time on a particular business day, the report generated at EOD will reflect that 
not all the Liabilities of all FXCCMs as covered by G.Qollateral by 22:00 local 
London time. A report will also be provided detailing an FXCCM's 
GGVeFCollateral utilisation level. If an FXCCM's Liabilities exceed its total 
available r:;everCollateral, ForexCiear will alert the FXCCM. 

Market Data Reports 

2 hl!p./fwww lehclearnet.com/lmages/banking teoort tcmG-4801 1 pdt 
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2K.7.3 

2K.7.4 

2K.7.5 

2K.7.6 

2K.7.7 

2K.8 

2K.8.1 

Reports detailing Market Data are provided to FXCCMs following every 
scheduled Margin Run. They include reports of Market Data and Settlement 
Rate used in the valuation of ForexCiear Contracts and reports of Market Data 
shifts for each historic scenario used in IM calculations. 

Trade Reports 

Reports are provided that enable FXCCMs to monitor their firms' trading events 
and positions in respect of ForexCiear. Reports on open ForexCiear Contracts 
and on cancelled ForexCiear Transactions and ForexCiear Contracts are 
generated at EOD and reports on transferred ForexCiear Contracts are made 
on an ad hoc basis. 

Trade Fixing and Settlement Reports 

Reports are published on each business day detailing the ForexCiear Contracts 
to which the Settlement Rate has been applied on that business day (the ''NDF 
Fixings" report}, ForexCiear Contracts that have been settled during that 
current business day (the ''Settlements Today" report) and Fore><Ciear 
Contracts that will settle the next business day (the "NDF's Fixed with 
Settlement Tomorrow" report). 

Fees Reports 

Reports on trading volumes on a daily and monthly basis are provided to 
FXCCMs. Monthly reports are provided on the last business day of each 
month. They Include the full trading volumes on which the monthly transaction 
fees will be charged to those FXCCMs choosing to have tariffs levied per 
transaction. 

Banking Reports 

Follow this link for a fulllfst of Banking reports? 

Real-time Reporting 

A near real.;time view of member liabilities, collateral pledged, collateral and 
credit utilisation will be available from the ForexCiear Service Portal (referred to 
in Section 2K.6.2(e)) 

TREASURY OPERATIONS & COLLATERAL MANAGEMENT 

Cover Distribution 

The Clearing House nets each FXCCM's Liabilities (i.e. mdcgi11:.>margin 
obligations and multipliers) and then the total of cash e.Qollateral and non-cash 
G.Qollateral are applied to offset those net Liabilities. This process Is known as 
cover distribution ("Cover Distribution"). FXCCMs can choose whether cash 
or non-cash G.Qollateral should be applied first. At the end of this process, if an 
FXCCM has a shortfall, a PPS (as defined in Section 8.2 below} call for 
additional GQollateral is made. Conversely, any excess cash remaining after the 
final overnight Margin Run can, if requested before 09:30 local London time, be 
repaid to the FXCCM. 

I hllp.//WWW.Ichcleamet com/membershipllfdllralnlng and education/banking 1e00Jts feference pack.asp 
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2K.8.1.1 

2K.8.2 

2K.8.3 

2K.8.4 

Cover Distribution Notification 

(a} FXCCMs are informed via email of their: Liabilities as a percentage of 
their current total GG~eFCollateral (such percentage being shown as a 
percentage of the aggregate ooveFCollateral in their cash and non
cash collateral account(s)) and are directed to the ForexCiear Service 
Portal which provides reports (at the times specified in Section 7. 1) 
Informing FXCCMs of their (i) total Liabilities under the ForexCiear 
Service; (ii) current total wve1:Collateral posted with the Clearing 
House for the ForexCiear~ Service (including any MCE. If any); and (iii) 
Liabilities as a percentage of their current total severCollateral (such 
percentage being shown as a percentage of the aggregate 
r,;<:Wer.Collateral In their cash and non-cash collateral account(s)). 

(b) The reports accessed Via the ForexCiear Service Portal will enable 
FXCCMs to log in and examine the underlying data. 

Protected Payment System 

The Clearing House operates the Protected Payments System ("PPS") for 
transferring funds to and from its FXCCMs to cover their Margin Requirements. 
This is similar to a direct debit arrangement where the PPS bank confirms that 
any Clearing House-specified call is met. 

FXCCMs are obliged to hold an account with a London PPS bank in USD, as 
well as a USD account with a PPS bank In the USA. 

Follow the link below for a list of PPS banks operating in the UK and US: 

List of PPS Banl<s4
. 

Acceptable Forms of Collateral Cover 

Follow the link below for a detailed description of acceptable collateral and 
processes applicable from time to time: 

Risk Manaqernent!LCH.Ciearnet Ltd/Acceptable Collateral5' .. 

Interest and Accommodation 

Interest is paid to FXCCMs on cash collateral held by the Clearing House. The 
London Deposit Rate ("LOR") is applied. 

A utilisation fee, known as an accommodation charge, is charged on securities 
lodged at the Clearing House to cover liabilities. For an overview of Interest and 
accommodation charges, please contact the Clearing House's Treasury 
Operations or follow the link below: 

Overview of interest and charges6
. 

4 hllp:/lwww.lchcleamelcorn/risk_management/ltd/pps/ 

s nllp:/lwww.lchclearnet.com/lmages/Sectlon4_tcm6·43748.pdf 

f, hltp'//www.lchctearnet.com/risk_managemenUitd/acceptable_cotlateral.asp 
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2K.9 PAYMENT OF STAMP TAX 

2K.10 

2K.10.1 

Each FXCCM shall pay any Stamp Tax or duty levied or imposed upon it or in 
respect of its execution or performance of the Clearing Membership 
Agreement, the Regulations and the Procedures (Including any registration of a 
ForexCiear Contract) by a jurisdiction in which it is Incorporated, organised, 
managed and controlled, or considered to have its seat, or In which a branch or 
office through which it is acting is located ("Stamp Tax Jurisdiction") or by any 
other jurisdiction and shall indemnify the Clearing House against any Stamp 
Tax or duty levied or imposed upon the Clearing House or in respect of the 
Clearing House's execution or performance of the Clearing Membership 
Agreement, the Regulations and the Procedures (including any registration of a 
ForexCiear Contract) by any such Stamp Tax Jurisdiction or by any other 
jurisdiction. 

DEFAULT MANAGEMENT 

Portfolio Splitting: 

As part of the ForexCiear Default Management Process, the Clearing House 
may divide an Auction Portfolio into two or more individual Auction Portfolios. In 
circumstances where such portfolio splitting is adopted, the Clearing House will, 
in consultation with the ForexCiear Default Management Group, seek to create: 

(a) one or more individual Auction Portfolios which have comparatively 
greater levels of risk associated with them, thereby isolating such 
Auction Portfolios from those which are more risk neutral; and 

(b) one or more individual Auction Portfolios which are more risk neutral. 

2K. 10.2 Acceptance of Bids 

In deciding whether to accept a bid, the Clearing House will generally accept the 
best bid in respect of any individual Auction. However, the Clearing House is 
entitled to reject a bid in the event that it considers, in its reasonable discretion 
that accepting the bid may: 

(a) cause the Clearing House to breach any legal or regulatory 
requirement applicable to it by virtue of its being a Recognised 
Clearing House or a Derivatives Clearing Organization; 

(b) cause the Clearing House or its membership any reputational harm; 

(c) cause legal action or proceedings to be taken against the Clearing 
House; or 

(d) endanger the Clearing House, any of its clearing members or the 
financial markets in which the Clearing House operates. 

Where the Clearing House receives more than one bid from the same 
ForexCiear Clearing Member and in respect of the same Auction the Clearing 
House is entitled to accept the last bid received by it in respect of that Auction. 
Where the Clearing House does not receive a bid that was made by a 
ForexCiear Clearing Member for operational. technological or other similar 
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reasons and as a result of which a bid does not reach the Clearing House, the 
Clearing House will be unable to accept a bid and shall not be liable for any 
failure to accept such bid, 

2K.1 0.3 Affiliate Bidding 

ForexCiear Clearing Members are entitled to bid for an Auction Portfolio on 
behalf of an affiliated ForexCiear Clearing Member. Where a ForexCiear 
Clearing Member makes a bid and that ForexCiear Clearing Member has an 
affiliated ForexCiear Clearing Member that does not make a bid, the Clearing 
House shall not (unless instructed otherwise in accordance with the paragraph 
below) assume that the bidding ForexCiear Clearing Member has made the 
relevant bid on behalf of a non-bidding, affiliated ForexCiear Clearing Member. 

A ForexCiear Clearing Member may notify the Clearing House, in advance of an 
Auction, that it wishes to bid on behalf of an affiliated ForexCiear Clearing 
Member. Where it wishes to do so, the ForexCiear Clearing Member should 
contact the Clearing House's Membership Department 
(membership@lchclearnet.com; +44 (0)207 426 7949). 

2K.10.4 Default Fund: ForexCiear Contributtons 

ForexCiear Contributions (as defined in the Default Fund Rules) will be called via 
PPS on the fourth working day of each month or more frequently pursuant to a 
determination of the ForexCiear Contribution under F2(a) of the Default Fund 
Rules (each a "ForexCiear Reset Day"). ForexCiear Contribution requirements 
will be notified to ForexCiear Clearing Members at least two working days prior 
to each ForexCiear Reset Day on Member Intranet Report 000032. 

Excess ForexCiear Contribution amounts due to ForexCiear Clearing Members 
following the adjustment to the ForexCiear Contribution will be repaid to 
ForexCiear Clearing Members' PPS accounts on the ForexCiear Reset Day 
immediately following the adjustment to the ForexCiear Contribution. 

Interest on ForexCiear Contributions will be paid to ForexCiear Clearing 
Members' PPS accounts on the first worKing day after the ForexCiear Reset Day 
following the end of the relevant "interest accrual period". Interest is calculated 
in respect of each "interest accrual period", which commences on (and includes) 
a ForexCiear Reset Day and ends on (and includes) the calendar day 
Immediately before the next ForexCiear Reset Day. 

2K.1 0.5 Quantifying ForexCiear Contributions 

For the purposes of calculating the ForexCiear Margin Weight under Rule F2(d) 
of the ForexCiear Default Fund Supplement, the average daily requirement for 
initial margin applied to an FXCCM shall be determined by reference to the 
ForexCiear Contracts comprising the ForexCiear House Business of that 
FXCCM only. 

2K.1 0.6 Outsourc ing 

Pursuant to Section 1 (Membership) of the Procedures, an FXCCM may appoint 
a third party to fulfil one or both of the the Clearing House's Membership 
requirements to: (i) participate in a ForexCiear "frre drill" run by the Clearing 
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House; and (li) participate in the ForexCiear Default Management Process 
operated by the Clearing House. Where an FXCCM chooses to outsource one or 
both of these functions it must appoint and maintain at least three LCH Approved 
Outsourcing Agents. 

The following entitles are eligible for appointment as an LCH Approved 
Outsourcing Agent: 

• A ForexCiear Clearing Member 

• any other entity that the Clearing House deems appropriate in its 
sole discretion, 

Where an FXCCM wishes to appoint a third party to carry out any obligation on 
its behalf, it should contact the Clearing House's Membership Department with 
the: 

(a) details of the third party entity that the FXCCM wishes to appoint as an 
LCH Approved Outsourcing Agent. Such Information should include 
details of the applicant's regulatory status; 

(b) evidence of the existence of a legally binding agreement between the 
FXCCM Clearing Member and the third party; and 

(c) such other information that the Clearing House reasonably considers 
necessary for the purposes of determining whether an entity should be 
approved as an LCH Approved Outsourcing Agent. 

Following the receipt of all of the information above, the Clearing ·House shall 
determine in its sole discretion, whether to approve the third party as an LCH 
Approved Outsourcing Agent. In making its determination, the Clearing House 
shall consider the third party's ability to demonstrate that it has the necessary 
operational infrastructure and appropriate asset class expertise. 

Where an FXCCM successfully appoints an LCH Approved Outsourcing Agent, 
that FXCCM may be subject to increased margin requirements to cater for the 
additional time required to invoke an outsourcing process in the event of a 
default 

FXCCMs should note that LCH Approved Outsourcing Agents may be subject to 
a more rigorous driving test and fire-drill than FXCCM (i.e. required to 
demonstrate an ability to price and bid a greater number of trades at tighter 
pricing tolerances and within more onerous timeframes). In addition, the Clearing 
House may require an FXCCM, that has appointed an LCH Approved 
Outsourcing Agent, to participate In an ad-hoc fire-drill or driving test with such 
notice as the Clearing House deems appropriate in its sole discretion. 

The Clearing House reserves the right to revoke an entity's status as an LCH 
Approved Outsourcing Agent, in its sole discretion and without notice. In the 
event of such a revocation, the relevant FXCCM shall be required to assume 
those responsibilities that were previously outsourced, Such revocation may 
occur Where the Clearing House considers that there is an insufficient number of 
third party entities that are providing outsourced default management services 
(usually a minimum of five providers at any one time). 
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Other than in exceptional circumstances and in the Clearing House's sole 
discretion, an LCH Approved Outsourcing Agent may not act on behalf of more 
than three clearing members. 

The appointment of an LCH Approved Outsourcing Agent does not absolve an 
FXCCM of its obligations under the ForexCiear DMP (including its obligation to 
participate in an Auction) and an LCH Approved Outsourcing Agent's 
participation in the ForexCiear DMP on behalf of an FXCCM, in the event of a 
default, shall not extend beyond the provision of operational and other ancillary 
support to that FXCCM 

2K.10.7 ForexCiear DMG 

The necessary involvement of FXCCMs and the ForexCiear DMG in tile 
ForexCiear DMP entails the assessment and dissemination of information that 
could give rise to conflicts of interest. To ensure that such potential conflicts are 
demonstrably contained, Appendix 2K.A establishes binding obligations of 
confidentiality, anonymity and the extent of dissemination of information on 
FXCCMs (and their executives or directors who participate from time to time in 
the ForexCiear DMG) and on the Clearing House. 

Each FXCCM who makes available a representative to serve on the ForexCiear 
DMG agrees, and shall procure that, to the extent applicable, its representatives 
agree to be bound by and to ensure that it and any of its executives or directors 
serving on the ForexCiear DMG complies with Appendix 2K.A covering 
confidentiality, non-disclosure and other terms. 
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APPENDIX 2K.A 

Confidentiality, non-disclosure and participation in the ForexCJear Default 
Management Group 

1. Definitions 

1.1 "Confidential Material'' means data (including but not limited to portfolio data) and 
documents, which are not in the public domain and which are disclosed to the 
FXCCM, its associated companies and advisers, or to which the FXCCM, its 
associated companies and advisers obtains or otherwise has access as a result of 
participation in the ForexCiear Default Management Process, (which, for the 
avoidance of doubt, does not include any information, data or documents provided to 
the Clearing House by the FXCCM). 

1 .2 "FXDMG Member'' means an individual appointed by a Nominating FXCCM. 

1.3 "Nominating FXCCM" means a ForexCiear Member who, through their obligations 
under the ForexCiear DMP Annex, makes available a representative to serve on the 
FXDMG. 

1.4 "Permitted Purpose" means proper fulfilment by the FXCCM of its duties under the 
ForexCiear DMP Annex and includes, after the completion of the Auction, the use by 
the FXCCM its associated companies and advisers (to be determined by It at its 
discretion) of any data or documents related to portfolios successfully won through 
the Auction, for the purposes of its own ongoing portfolio management and to enable 
it to comply with ongoing legal or regulatory requirements. 

1.5 References denoting the masculine (including "his" and "he") shall be construed as 
the feminine lf the FXDMG Member is female. 

1.6 All other terms have the meaning ascribed to them in the Default Rules (including the 
ForexCiear DMP Annex). 

Confidentiality and Non-Disclosure: General Obligations of the FXCCM 

2. Confidentiality 

2.1 The FXCCM agrees that, in consideration of being given Confidential Material, it will 
keep all such Confidential Material in the strictest confidence, adhere to the 
provisions of this Agreement in respect thereof and, subject to paragraph 2.3, will not 
disclose it to any person without the prior written permission of the Managing 
Director, Risk of the Clearing House or a Director of Risk Management of the 
Clearing House, providing always that the FXCCM shall be relieved of such an 
obligation of confidentiality in respect of any Confidential Material if : 

(a) it comes into the public domain other than through a breach by the FXCCM of 
this Agreement; or 

(b) b) the FXCCM is expressly obliged to do so by order of a court of competent 
jurisdiction upon the application of a third party, or as a result of any request 
to disclose such part or parts of the Confidential Material in connection with 
any inquiry or other request by a regulatory authority or self-regulatory 
authority asserting jurisdiction over the FXCCM. 
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2.2 The FXCCM further agrees that it will not use any Confidential Material for any 
purpose other than the Permitted Purpose. In this regard the FXCCM expressly 
acknowledges and agrees that the Confidential Material may contain commercially 
sensitive information which if used inappropriately or otherwise than in accordance 
with this Appendix 2K.A might result in the gaining of an unfair commercial 
advantage by the FXCCM over other members of the Clearing House ForexCiear 
Service. 

2.3 Subject to paragraph 2.5 the FXCCM may disclose any Confidential Material to any 
of its employees, representatives, associated companies and advisers on a "strictly 
need to know" basis, in the event that any such person needs that Confidential 
Material for the Permitted Purpose (and to that extent only) . 

2.4 The FXCCM agrees to establish and adhere to adequate procedures (including, 
without Hmitatlon. the establishment of appropriate Chinese walls) to ensure that any 
employee or representative to whom any Confidential Material is disclosed shall not 
use any part or all of that Confidential Material for any proprietary purpose outside 
the scope of the Permitted Purpose. 

2.5 This paragraph and the duties hereunder shall survive the termination of this 
Appendix 2K.A and, 1n relation to any Confidential Material, shall expire on the 
second anniversary of the date the Confidential Material was first provided to the 
FXCCM. 

3. Secrecy 

3.1 Except in accordance with the terms of thls Appendix 2K.A, the FXCCM agrees that it 
shall treat as strictly confidential and shall not disclose or allow to be divulged to any 
person: 

(a) Confidential Material; 

(b) the fact that it has received any Confidential Material; 

(c) the existence of an•y discussions or negotiations between the parties in this 
matter. 

(d) details of the Permitted Purpose and any of the proposals, terms, conditions, 
facts or other matters relating to any of the forgoing . Subject only to the 
FXCCM being relieved of such an obligation because of the circumstances 
covered in paragraphs 2.1a) and 2.1b). 

3.2 The Clearing House undertakes to ensure that the FXCCM is fulfy appraised of 
information on the ForexClear Default Management Process that it makes public and 
which is accordingly of relevance to the FXCCM's obligations. 

4. Property 

4.1 The parties acknowledge that the property In the Confidential Material (or any part of 
it) shall not pass to the FXCCM or any ·FXCCM, and the property in the media on 
which it Is conveyed to the receiving party shall not pass to the FXCCM or any 
FXCCM unless expressly so agreed by the Clearing House In writing, 
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5. Return of Confidential Material 

5.1 Upon request by the Clearing House, and in any event upon fUlfilment of the 
Permitted Purpose, the FXCCM shall promptly return to the Clearing House by a 
secure method of transportation all or any part of the Confidential Material and all 
copies thereof in its possession or control or that of its employees or representatives, 
including all other papers, programs and records incorporating any of that 
Confidential Material, or shall destroy such information and shall certify to the 
Clearing House in writing that it has done so provided that the FXCCM is permitted to 
retain copies of any Confidential Material which it requires as part of its portfolio 
management or otherwise for legal or regulatory reasons . 

6. No Representations or Warranties; No Conflict of Interest 

6.1 Subject to references made in paragraph 7, the Confidential Material is disclosed by 
the Clearing House without any representation or warranty whatsoever as to its 
accuracy or completeness or otherwise. 

6.2 The Clearing House acknowledges and agrees that, subject to compliance with the 
terms of this Appendix 2K.A by the FXCCM and any of its employees or 
representatives to whom Confidential Material is provided in accordance with this 
Appendix 2K.A, the FXCCM's participation in the ForexCiear Default Management 
Process shall not prevent the FXCCM from carrying out any transaction, or otherwise 
providing investment serv1ces in respect of, investments that the FXCCM may 
subsequently learn are the subject of Confidential Material and, furthermore, the 
Clearing House agrees that it shall not be able to assert that the FXCCM has a 
conflict of interest in doing so nor shall the Clearing House have a claim or action in 
respect of the foregoing against the FXCCM or any of Its directors, employees or 
other representatives. 

7. Liabil ity 

7,1 Subject to Regulation 39, the parties agree and acknowledge that neither the 
Clearing House nor any ot its employees or representatives shall have any liability 
whatsoever to the FXCCM or any of employees or representatives, for any loss or 
damage of whatsoever kind howsoever arising directly or indirectly out of or in 
connection with the disclosed Confidential Material or its use. 

7-2 The Clearing House accepts liability for any personal injury or death caused by the 
negligence of the Clearing House and any fraud or wilful default. on the part of the 
Clearing House, for any actions that it may take on the basis of advice given to it by 
the FXDMG, and for the accuracy of the information (confidential material as defined 
in this Appendix 2K.A) that it distributes to the FXCCM in connection with the 
ForexCiear Default Management Process. 

7.3 Under no circumstances shall the Clearing House have any liability to the FXCCM for 
(a) any consequential loss or other indirect loss of whatsoever kind or (b) loss of 
anticipated profit (whether direct or lndfrect). 

8. Remedies 

8. 'I Without affecting any other rights or remedies that the Clearing House may have, the 
FXCCM acknowledges that the Clearing House may be irreparably harmed by any 
breach of the terms of this Appendix 2K.A and that damage.s alone may not 
necessarily be an adequate remedy. Accordingly, the Clearing House will be entitled 
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to the remedies of injunction, specific performance and other equitable relief, or any 
combination of these remedies, for any threatened or actual breach of its terms, and 
not proof of special damages will be necessary to enforce this Agreement. 

Confidentiality and Non-Disclosure and General Terms of Participation in ForexCiear 
Default Management Group 

9. Conflict of Interest 

9.1 The FXCCM shall procure that. in the event that a FXDMG Member takes the view 
that a possible conflict of interest may arise with regard to any matter forming part of 
the business of the FXDMG, he shall promptly report his view to the Chairman of the 
FXDMG, who shall act accordingly, taking the advice of other FXDMG Members as 
appropriate. 

1 0. Confidentiality 

10.1 Subject to paragraph 10.3 below, the FXCCM shall procure that the FXDMG Member 
shall keep all Confidential Material strictly confidential to himself and will not disclose 
It to any person who is not a FXDMG Member (Including, for the avoidance of doubt, 
the FXCCM who recommended his appointment to the FXDMG (the Nominating 
FXCCM) or his employer (if different) or any other employee, adviser, officer or fellow 
worker of that FXCCM or his employer) without the prior written permission of the 
Managing Director, Risk of the Clearing House or his properly authorised delegate. 
providing always that the FXDMG Member shall be relieved of such an obligation of 
confidentiality in respect of any Confidential Material if it comes into the public 
domain in the circumstances covered in paragraphs 2.1 a) and 2.1 b) 

10.2 Subject to paragraph 10.3 below, the FXCCM shall procure that the FXDMG Member 
shall not use any Confidential Material for any purpose other than the proper 
fulfilment of his duties as a FXDMG Member. 

10.3 The parties acknowledge that, in the event that a Default Notice is issued by the 
Clearing House in respect of any ForexCiear Clearing Member, the FXDMG Member 
may be required by the Nominating FXCCM and/or his employer (if different) to 
provide certain services to the Clearing House in the management of the default. In 
such event, and only in such event, the parties acknowledge that the FXDMG 
Member shall be entitled to disclose any part or parts of the Confidential Material as 
may be agreed by the Clearing House, in such manner and form and In accordance 
with such procedures as may prescribed by the Clearing House and/or the FXDMG 
with regard to the management of that default. 

10.4 Upon request by the Clearing House, and in any event upon termination of the 
membership of the FXDMG Member of the FXDMG, the FXCCM shall procure that 
the FXDMG Member shall promptly return to the Clearing House by a secure method 
of transportation all or any part of the Confidential Material and all copies thereof in 
his possession or control, including all abstracts, notes, drawings and other papers, 
programs and records incorporating any of that Confidential Material, or shall destroy 
such information and shall certify to the Clearing House in writing that it has done so, 
provided that the FXDMG Member is permitted to retain a copy thereof to comply 
with applicable legal or regulatory requirements. 

11 . Warranty and Representation 

11. 1 The FXCCM represents and warrants that 1! will procure that: 
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(a) the Nominating FXCCM and the FXDMG Member's employer (if different) are 
aware of the obligations of confidentiality arislng out of this Agreement; and 

(b) nothing in this Appendix 2K.A will cause the FXDMG Member to breach any 
duty or obligation (whether arising pursuant to contract or otherwise) which he 
owes to the Nominating FXCCM or to his employer, If different, or any other 
contract counterparty of the FXDMG Member. 

12. Confidentiality and Non-Disclosure: General Obligations of the Clearing House 

12. 1 The Clearing House will treat all Confidential Material in the terms envisaged in this 
Appendix 2K.A, confining use to the ForexCiear Default Management Process, 
restricting its availability on a "strictly need to know basis", and exercising every duty 
of care required of it as a Recognised Clearing House and as a Derivatives Cle?ring 
Organization. 
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3. FINANCIAL TRANSACTIONS 

3. 1. ACCOUNTS 

3. 1.1. Overview 

Clearing Members are usually provided with two financial accounts that reflect 
their House and Client business; other financial accounts may be provided 
depending upon their participation in certain markets. All Clearing Members will 
also have a Default Fund (DF) account. 

Each financial account will in turn have at least one sub account: 

• GGVeF.C.OIIateral account: and other sub accounts depending on the 
marl<et and <:;~ollateral provided, for example: 

• Tender account 

• Coupon account (for payment of coupons on securities held as collateral); 
and 

• Buffer account (where additional s~ollateral may be provided). 

Liabilities arising from trading activity are recorded against the Gevercollateraj 
account only. Sub accounts are used to record cash movements between the 
Clearing House and the Clearing Member. Postings may be applied to 
Geve~collateral, Tender and other sub accounts. 

3.1.2. Gtl¥9-l:Collateral Account Postings 

Transactions posted to the ~:eve~collatecal account include but are not limited to: 

• PPS calls and pays; 

• option premiums; 

• prompt day delivery amounts; 

• interest and accommodation charges; 

• Clearing House fees, charges and rebates; 

• exchange fees, levtes and rebates; and 

• Variation margin, Price Alignment Interest, NPV, coupons 

3.1.3. Tender Account Postings 

Transactions posted to the Tender account include but are not limited to: 

• PPS calls and pays; 

• delivery amounts; 

• settlement differences: and 
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• Coupon Payments relating to member G,Q,ollateral. 

3.1.4. Financial Transaction Reporting 

Banking reports are generated each day that provide members with data relating 
to but not limited to: liabilities by market, cash balances, non-cash balances, 
cash posting and interest rates. 

All reports are available via the Member Reporting Web Site (Member Live site) 
and can be downloaded via the user interface or directly to Member back-office 
systems via an SFTP connection. 

A "Banking Reports Reference Pack" can be requested from the LCH.Ciearnet 
Client Training Team, this contains definitions and examples of each of the 
available reports. 

3.2. PROTECTED PAYMENTS SYSTEM (PPS) 

The Clearing House operates a direct debit system, known as the Protected 
Payments System (PPS), for the transfer of funds to and from Clearing 
Members. PPS is a recognised interbank payments system overseen by the 
Bank of England. 

PPS is operated in both London ("London PPS") and in the United States (where 
it is known as ''US PPS"). In this Section 3, a day on which PPS is open is 
referred to as a ''working day". The Clearing House also operates accounts in 
Hong Kong where Clearing Members will be mandated to hold accounts for the 
operation of certain Asian markets. 

Clearing Members should note that the PPS (both in London and in the US) is a 
system for facilitating payment to the Clearing House of moneys due from 
Clearing Members to the Clearing House and vice versa. The giving of a 
commitment by a participating Bank through PPS to make any payment, and the 
receipt of that commitment by the Clearing House is not to be regarded as 
satisfaction of any payment due to the Clearing House. 

Each Clearing Member remains fully responsible for the payment to the Clearing 
House of all moneys due to the Clearing House as required, inter alia, by the 
Clearing Membership Agreement, clearing extension documentation and these 
General Regulations, Default Rules and Procedures. Payment is only completed 
when the funds have been credited for value to the relevant Clearing House 
bank account, and any time permitted by the relevant payment settlement 
system for the recall of any such payment has expired. 

3.2.1. PPS 

3.2.1.1. Introduction 

A Clearing Member is required to maintain a PPS bank account(s) in London in 
GBP and in each currency in which it incurs settlements, at one or more of the 
bank branches participating in the PPS system in London. Different banks may 
be used for different currencies. 
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Each Clearing Member is required to maintain at least one US dollar PPS 
account with at least one of the US PPS Banks (please refer to the following link 
for details: 

www.lchclearnet. com/risk manaqement/ltd/pps/ 

Clearing Members are responsible at all times for ensuring that their PPS banks 
accounts have sufficient funds or credit lines to be able to meet margin calls from 
the Clearing House. 

Any bank charges connected with the holding of any PPS bank accounts or 
related to any activity on that account must be paid by the Clearing Member 
holding the relevant account. PPS Mandates 

Each Clearing Member is required to complete a standard form London and US 
PPS Mandate(s) (copies are available from membershipteam@lchclearnet.corn) 
for each bank branch at which they wish to operate an account before clearing 
can commence. The original of the mandate must be signed by a person with the 
appropriate authority within the Clearing Member institution and then forwarded 
to the relevant bank. A copy must also be forwarded at the same time to the 
Clearing House Membership Department. 

3.2.1.2. Currency Conversion 

3.2.1.3. 

The Clearing House supports cross currency collateral, this allows the Clearing 
Member to elect to have initial and contingent margin liabilities covered fh a 
currency other than that in which the liability is calculated. Clearing Members 
must nominate the currency in which they wish to cover margin liabilities by prior 
arrangement with LCH.Ciearnet Limited Treasury Operations. 

Morning PPS Calls 

Clearing Members' liabilities are calculated overnight. Should the relevant 
liability not be covered by acceptable forms of Ge'.'e~Collateral held by the 
Clearing House (see section 3.3) any shortfall is called through London PPS with 
separate calls made for each currency. It is the responsibility of each Clearing 
Member to ensure that its London PPS bank(s) meets all payment instructions 
received from the Clearing House. Confirmation of payments, as notified, must 
be received by the Clearing House from the relevant PPS bank(s) by 09:00, or 
within one hour of a subsequent call, on the day on which the PPS Call is made. 
Payments will only be recognized for this purpose if the relevant PPS bank (i) 
has performed its concentration function (being the transfer of net funds from the 
PPS bank to a central account in the name of the Clearing House) (ii) has made 
such payments, and (i ii) any time permitted by the relevant payment settlement 
system for the recall of any such payment has expired. 

Where payments are due to a Clearing Member, Payments will be recognized as 
soon as payment instructions in respect to that payment have been given to a 
PPA bank. For this purpose, a payment instruction will only be recognised to the 
extent that the Clearing House has taken steps to transfer to the PPS bank any 
such sums as may be necessary to enable that payment instruction to be 
performed by the PPS Bank. 
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3.2.1.4. lntraday PPS Calls 

The intra-day margin call by the Clearing House is for Intra-day Gover 
f'li11Jl+le~'~Collateral transfers GBP, EUR or USD can be used to 
G9Ver~teralise margin Qbliqatjons intraday. Between 14.30 - 16.00 (London 
time) only USD will be called in London. 

Normally the Clearing House will call Collateral In respect oUntra-day margin 
obligations through London PPS accounts. However where the Clearing House 
wishes to make such an intra-day call after London PPS closes (16:00 London 
time), such a call will be made upon the Clearing Member's nominated US PPS 
account. 

Clearing Members must designate a currency (GBP, EUR or USD) that will be 
called by default during the hours of London PPS for each mnemonic/sub
account Clearing Members may request a change to the default currency no 
later than 09.30 am London time in order for the change to be undertaken the 
following day. Member can submit a request to change their currency at the 
following link: 

www.lchclearnet.com/risk management/ltd/preferential currency for intraday 
margin calls form.aso 

The Clearing House has the ability to call US dollars in respect of an Intra-day 
margin call up until16:00 hours New York Time (21 :00 hours London Time). 

The Clearing House must receive confirmation of payment from the Clearing 
Member's nominated PPS bank(s) within one hour of receipt of the lntraday call 
by the relevant bank branch. 

Failure of a bank to confirm a PPS call within one hour may result in the Clearing 
Member being declared in default. Late confirmation of PPS calls are reported to 
the regulators of LCH.Ciearnet. 

3.2.1 .5. Auto repay 

Clearing Members may request that they are automatically repaid any excess 
cash balances that remain on their accounts at the end of each day. Clearing 
Members must contact Treasury Operations in order to have auto-repay applied 
to their accounts. (LCHOperations-Treasury@lchclearnelcom or Tel +44 (0)20 
7426 7505) 

3.2.1.6. Value Date 

3.2.1.7. 

Although confirmation from the banks that PPS payments will be made must be 
received within the deadlines set out in sections 3.2.1.4, subject to section 
3.2.1.8, all currency transactions are processed by PPS with next business day 
value with the exception of the following currencies: CAD, EUR. GBP and USD 
which are processed with value for the same business day. 

Foreign Bank Holidays 

The Clearing House has made arrangements with London PPS banks to operate 
the PPS on all UK banking days including foreign bank holidays. 
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3.2.1.8. 

3.2.1 .9. 

Confirmation that PPS payments will be made must be received within the 
deadlines set out in section 3.2.1.4. However the value date for any PPS 
transactions made on a day which is a bank or public holiday in the country of 
that currency will be for the next business day on which both the foreign currency 
centre and the Clearing House are open for business. This applies to GBP, 
CAD, EUR and USD. 

Example: 20 August is a public holiday in the USA but not in the UK. 21 August 
is a normal banking day in the USA. 

On the 20 August, the Clearing House will issue its normal USD instructions to 
PPS banks, and receive confirmation in response to the PPS Call, for value 21 
August. 

Please refer to Clearing Member Circulars for details of Clearing House opening 
days and currency holidays at the following link: 

www.lchclearnet.com/member notices/ 

UK Bank Holidays 

The Clearing House does not give value to any currency on a UK bank holiday, if 
the Clearing House is closed for business on that bank holiday. PPS Calls will 
be made on the next following business day, for the relevant currency. 

However, the Clearing House may sometimes be open for business on a UK 
bank holiday - in such circumstances PPS Calls will be made as normal that 
day. Value wlll be given the same day providing that the relevant currency 
centre Is open for business. It should be noted, however, that value for GBP Is 
given on the next GBP business day. 

Use of London PPS and US PPS 

These Procedures indicate which part of the PPS system Will be used in the 
normal course of events for making PPS Calls. Generally London PPS will be 
used for Morning PPS Calls (Including contribUtions to the Default Fund), 
remitting surplus cash balances to a Clearing Member, and for making Intra-day 
margin calls up to 16:00 hours London time. However Clearing Members should 
be aware that the Clearing House reserves the right to direct a Morning PPS Call 
or intra-day margin calls before 16:00 hours London time to a Clearing Member's 
US PPS account in exceptional circumstances (an "Exceptional PPS Call"). The 
Clearing House will use all reasonable commercial endeavours to notify the 
Clearing Member in advance of issuing any such Exceptional PPS Call. 

3.2.1. 10. Contingency Payment Arrangements 

Clearing members must ensure that they have contingency arrangements to 
ensure continuity of tfle>t~iACo!lateral payment in the event of failure of their 
nominated PPS Bank. From time to time the Clearing House may require the 
Clearing Member to provide evidence of these arrangements. 

3.2.1 .11. Recovery from Insolvent PPS Banks 

In the event that payment is not completed by the relevant PPS Bank. due to 
insolvency and not a technical failure, and the affected Clearing Member(s) 
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3.2.2. 

3.2.2.1 . 

3.2.2.2. 

3.2.2.3. 

3.2.2.4. 

make alternative payments, the Clearing House, should It make a recovery from 
the estate of the PPS bank, will credit such recovery, net of cost, to the accounts 
of the affected Clearing Members in proportion to the amount of the original 
missed payment. 

Hong Kong Payments 

Introduction 

In order to facilftate clearing serv1ces for the As1an/Paclftc Markets, the ability to 
call funds to cover margin requirements during the Asian day is required, 

The Clearing House mandates that Clearing Members clearing in certain Asian 
markets maintain bank accounts in Hong Kong to facilitate margin calls during 
the Hong Kong day. 

Currently only USD accounts are operated In Hong Kong. 

Where the Clearing House has mandated that Clearing Members must operate 
an account in Hong Kong, each Clearing Member Is required to maintain one US 
dollar account at a bank in Hong Kong where the Clearing House also operates 
an account - a list of the banks used by the Clearing House in Hong Kong 
appears in Appendix 3A. 

Intra-Day Margin Call in Hong Kong (overnight UK) 

The intra-day margin call by the Clearing House is for 1ntra-day sever 
!'>ayrnen~sCollateral transfers. 

The Clearing Member will be requested to H'k*e -e.t-P3YffieAI~ 
Collateral to the Clearfng House's account at their nominated bank. 

A ~aymeAUransfer to the Clearing House's account in Hong Kong may be 
requested between the hours of 08:00 and 16:00 Hong Kong time. 

Confirmations 

The Clearing House must receive confirmation of payment from the Clearing 
House's bank within o1e hour of the Clearing House requesting funds from the 
Clearing Member. 

Operating days and Bank Holidays 

USD payments are supported during Hong Kong public holidays when the US is 
open. 

Members may be ·Ge>Uoo rBrrequired to traqsfe.r: additional n~r.rg iH.c.ash Collateral 
on any day that the markets and the Clearing House are open. 

Therefore the Clearing House can instruct a USD payment on a public holiday in 
Hong Kong and receive good value (except on a US currency holiday when 
margin will be collected once UK PPS opens in Ul< business hours or if the 
Clearing House consider that internal measures of credit tolerance may be 
breached additional r r'lfltgln~tfllill can be requested ahead of US bank 
holidays). 
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Value Date 

Clearing Members must meet these margin calls for all USD working days even 
if it is a Hong Kong holiday, if the markets are open. 

Each Clearing Member remains fully responsible for the payment to the Clearing 
House of all moneys due to the Clearing House as required, inter alia, by the 
Clearing Membership Agreement, clearing extension documentation and these 
General Regulations, Default Rules and Procedures. 

Payment is only completed when the funds have been credited for the full value 
to the Clearing House bank account, at the nominated Hong Kong bank, and at 
the point in time when the Clearing House is able to verify that the funds are 
within the account. 

3.3. ACCEPT ABLE FORMS OF CO\l@.RCOLLATERAL 

The Clearing House accepts certain types of r,;~ollateral in the Clearing House's 
prescribed form against liabilities. Please refer to the following link for further 
details: 

http://www.lchclearnet. com/risl< management/ltd/acceptable collateral. asp 

The Clearing House may vary, at its discretion, the standard requirements 
and valuation procedures set out in this section, either generally or in a 
particular case, without giving prior written notice to Clearing Members. 
Further, the Clearing House may vary the types of GOV{>'~Collatera l acceptable 
to it. 

3.3.1. Cash 

In order not to fall within the scope of deposit-taking regulations applying to 
banks and similar Institutions, the Clearing House can accept cash from Clearing 
Members only in relation to current or anticipated obligations. 

Cash l4£R~~evet:Callateral need not be provided in the same currency as that 
of the liability. In such cases, currencies will be notionally converted with 
reference to quoted exchange rates determined at approximately 16:45 hours 
the previous business day. 

Clearing Members must give LCH.Ciearnet Limited Treasury Operations no less 
than two (2) business days notice of their intention to request withdrawal of cash 
used as ooveFCollateral for margin and its replacement by the lodgement of 
GeUaterakoon-cash Collateral In the event that a Clearing Member seeks to 
withdraw such cash GEM 3FCollateral without giving such notice, the Cleartng 
House may decline to release such cash SGVeFCollateral until the end of the 
required notice period. 

3.3.2. Performance Bonds 

Certain banks are approved by the Clearing House to issue performance bonds 
on behalf of Clearing Members. Performance Bonds forms are available from 
LCH.Ciearnet Limited Treasury Operations for use by the London branches of 
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approved banks. Approved banks which are also Clearing Members may not 
issue performance bonds on their own behalf. Nor may approved banks issue 
performance bonds on behalf of Clearing Members of which they are the parent, 
immediate or ultimate, or which belong to the same corporate group, or in which 
they have a shareholding greater than 20%. 

It is essential that Clearing Members agree their proposed arrangements 
with LCH.Ciearnet limited Treasury Operations in advance of making 
arrangements to lodge a performance bonds. 

3.3.3. Securities and Precious Metals 

Please refer to the following pages on our website for both prevailing haircuts 
and notes on collateral acceptable for margin purposes: 

http://www.lchclearnet.com/risk manaqemenVItd/acceptable collateral.asp 

3.3.4. Value Notification 

Clearing Members may obtain details on the Gevef-value ef.ascribed to non-cash 
e~ollateral on their account for the puroose of calculating their current coii~Jrua.! 
~Lu.e by viewing the relevant reports available on the Member Reporting 
Website. 

3.3.5. Use of Credits as f_QverC.QlJ~ 

The following sontu~gent- n'lar~it'lBcredtt amounts are not paid in cashl but may 
wit-h (subject to the restrictions described below,l be Hsetl dS coveroffset again.s! 
certain specific marain obligations. with the result that the relevant Clearing 
Member will peed to proyjde less CollateraLlru:.~pect of those margin 
obligations: 

NYSE-LIFFE Commodity Products delivery credit margin may be used to offset 
NYSE-LIFFE Commodity Products delivery debit margin within the same 
currency; 

NYSE-LIFFE equity delivery credit margin and credit Net Liquidating Value (NLV) 
may be used to offset NYSE-LIFFE equity initial margin, NYSE-LIFFE equity 
delivery debit margin and NYSE-LIFFE equity debit NLVacross currencies; 

LME credit variation margin may be used to offset LME debit variation margin 
and initial margin across currency; 

EquityCiear credit contingent margin may be used to offset EquityCiear initial 
and debit contingent margin across currencies; 

Turquoise Derivatives credit contingent variation margin (for forwards) and credit 
Net Liquidating Value may be used to offset Turquoise Derivatives debit initial 
margin. debit contingent variation margin and debit NLV across currency; and 

EnCiear credit variation margin may be used to offset EnCiear debit variation 
margin and initial margin across currency, 

3.4. DISTRIBUTION OF GGWERCOLLATERAL 
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3.4.1. Overview 

As different types of eeverCollaternl attract different utilisation fees and different 
contracts are assessed for VAT in different ways (see section 3.5.4), the 
Clearing House identifies the liQVG~.ral applied to liabilities in order to allow 
utilisation fees and VAT to be calculated correctly. 

This is done by establishing a specified order for both types of liabilities and 
types of c,ever-Collateral and applying ooverCollateral sequentially; such that 
ooveFCollatergl type 1 is applied first to liability type 1, cnve~Collateral type 2 to 
liability type 1 if there is a deficiency when ooverColletecal type 1 has been 
exhausted and so on. 

The following procedures are not in any way intended to restrict, vary, or 
alter the Clearing House's rights to apply ~:.i'Q.V&t=Collateral held (including 
any described in LCH.Ciearnet Limited reports/records as " unutilised" or 
"excess") to meet the Clearing Member's liabilities/obligations to 
LCH.Ciearnet Limited. 

3.4.2. Liability Order 

Note: The following provision applies solely for the purpose of calculating fees. 
In case of default by a Clearing Member, please see section 3.4.7 below. 

Liabilities will be covered in the order: 

1 Secured debit cash balances (see section 3.2.1.1 0); 

2. Variation and initial margin including offset of contingent credits (see 
section 3.4.6). 

3.4.3. ~~Collateral Application 

Note: The following provision applies solely for the purpose of calculating fees 
during the overnight offsetting of Clearing Members collateral against 
liabilities. In case of default by a Clearing Member, please see section 
3.4.7 below. 

The order In which G(:WerCollateral will be applied (in turn) to each liability is as 
follows: 

1. Same currency ooHaler.alvnon-cash Collatecal(performance bonds and 
securities), in the Collateral Order; 

2. Different currency cel lateFC~Inon-cash Coliater.al (performance bonds 
and securities), In the Collateral Order ar~d in the Currency Order; 

3 Cash Collateral in the same currency as the liability; 

4. Cash Collateral in a different currency from the liability, in the Currency 
Order. 

Clearing Members may make the following choices: 
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• whether to have cash Collateral applied before or after r.;g llateralnoo-cash 
Collaternl~ 

• whether to apply eellr.t4erall1Qn-cash Collateral to liabilities In a different 
currency; 

• whether to apply cash Collater.al. to liabilities in a different ·currency. 

3.4.4. Currency Order 

3.4.5. 

Note: The following provision applies solely for the purpose of calculating fees. 
In case of default by a Clearing Member, please see section 3.4.7 below. 

This defines the order in which different currency liabilities will be covered, as 
well' as the order in which cashiGGUate-ral and goo-cash Collateral In different 
currencies will be used as cover. The order is: 

1. GBP; 

2 . USD; 

3. CHF; 

4 . EUR; 

5. JPY; 

6. SEK; 

7. CAD; 

8. NOK; 

9. DKK; 

Collateral Order 

Note: The following provision applies solely for the purpose of calculating fees. 
In case of default by a Clearing Member, please see section 3.4.6 below. 

A Clearing Member may override this sequence with its own, on request to 
LCH.Ciearoel Limited Treasury Operations. 

1, Performance Bonds; 

2. Treasury bills; 

3. European (and other international) Government Debt Securities 
(excluding Gilts); 

4. US Treasury Government Debt Securities; 

5. UK Gilts; 

6. Triparty collateral; 
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7. Precious metals. 

3.4.6. Record of GaWlF-~f!O~£:h:fiCollatera l Transferred 

Members can obtain details in the relevant reports available on the Member 
Reporting Website. 

The order of priority (in which cash and sell~!e1 alnon-cash Collateral are applied 
to cover Clearing Members' liabilities), set out elsewhere in this section, does not 
necessarily reflect the order of priority of realisation or application of 
ceve~Collateral which the Clearing House may follow in the case of default by a 
Clearing Member. Post-default the Clearing House is entitled to realise and/or 
apply ooveFCol!ateml in whatever order it deems appropriate. 

3.5. INTEREST AND ACCOMMODATION CHARGE STRUCTURE 

3.5.1 . Interest rates 

The Clearing House applies interest to Clearing Member's cleared cash 
balances. 

The following rates are applied: 

LDR - London Deposit Rate-the rate at which the Clearing House will pay or 
charge interest on credit cash balances (excluding DF Contributions and 
SwapCiear Client Financial account). 

CDR - Client Deposit Rate - the rate at Which the Clearing House will pay or 
charge interest on credit cash balances on SwapClear Client financial accounts. 

Default Fund - The rate at which the Clearing House will pay or charge interest 
on default fund contributions. 

Rates are available from the Member Reporting Website. 

The Clearing House reserves the right to alter the basis of calculating interest 
rates. Any alteration will be effective on the date notified. 

3.5.2. Price Alignment Interest (PAl) Rate 

To minimise the impact of daily cash Collateral pavmeots jp respect of variation 
margin f38YJ;!!l91-l~sob!iaations on the pricing of interest rate swaps, the Clearing 
House will charge interest on cumulative cash Collateral received .hy way of 
Variation margin j:SGeivaEI by the clearing member and pay interest on cumulative 
cash Collateral paid in by way of variation margin fJtiiG-it-1 by the clearing member 
In respect of these instruments. This interest element is known as price 
alignment interest (''PAl"). 

The calculation of PAl shall use the interest rates specified as below. The 
amount of PAl for each currency shall be calculated as: 

The amount of NPV in such currency from the previous day's COB, multiplied by 
the relevant interest rate in effect for that day; divided by 360 or in the case of 
AUD, CAD, GBP, HKD, JPY, NZD, PLN, SGD and ZAR, 365, 
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In the case of the currencies marked below with an asterisk, the Clearing House, 
as provided in Regulation 34(b), specifies that it will not change the PAl rate 
without the consent of all SwapCiear members holding open contracts in such 
currencies. 

Currency PAl Rate 

USD The rate used shall be the Effective Federal Funds rate, the rate 
published by the Board of Governors of the Federal Reserve System 
as such rate appears on Reuters page ''FEDFUNDS1" or Telerate 
120 or on any successor page(s} thereto. 

EUR The rate used shall be the EONIA rate, the rate published by the 
European Banking Federation and ACI - The Financial Marl<et 
Association as such rate appears on Reuters page "EONIA" or 
Telerate 247 or on any successor page(s) thereto .. 

GBP The rate used shall be the SONIA rate, the rate published by the 
Wholesale Markets Broker Association as such rate appears on 
Reuters page "SONIA" or on any successor page(s) thereto. 

JPY The rate used shall be the Mutan call rate, the rate published by the 
Bank of Japan as such rate appears on Reuters page "TONAR" or 
on any successor page(s) thereto. 

CHF The rate used shall be the TOIS rate, the TIN interbank fixing as 
such rate appears on Reuters page "CHFTOIS" or Telerate 3450 or 
any successor page(s) thereto. 

AUD The rate used shall be the "AONIA" rate, the rate published by the 
Reserve Bank of Australia -as such rate appears on Reuters page 
"RBA30'' or any successor page(s) thereto. 

CAD The rate used shall be the "CORRA" rate, the rate published by the 
Bank of Canada website -as such rate appears on Reuters page 
"CORRA" or any successor page(s} thereto. 

DKK The rate used shall be the "DKKOIS" rate, the rate published by the 
Danish Central Bank -as such rate appears on Reuters page 
"DKNA14" or any successor page(s) thereto. 

HKD The rate used shall be the "HONIX" rate, the rate published by the 
Hong Kong Brokers Association - as such rate appears on Reuters 
page "HONIX" or any successor page(s} thereto. 

NZD The rate used shall be the "NZIONA" rate, the rate published by the 
Reserve bank of New Zealand - as such rate appears on Reuters 
page "RBNZ02" or any successor page(s) thereto. 
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Currency PAl Rate 

PLN The rate used shall be the "POLONIA" rate, the rate published by 
the National Bank of Poland - as such rate appears on Reuters 
page "NBPS" or any successor page(s) thereto. 

SEK The rate used shall be the "SIOR" rate, the rate published by the 
OMX Exchange -as such rate appears on Reuters page "SIOR" or 
any successor page(s) thereto. 

ZAR The rate used shall be the SFX ZAR OND rate, the rate published 
by SAFEX JIBAR -as such rate appears on Reuters page 
"SFXROD" or any successor page(s) thereto. 

CZK The rate used shall be the "CZEONIA" rate, the rate published by 
the Czech National Bank - as such rate appears on Reuters page 
"CZEONIA" or any successor page(s) thereto. 

HUF The rate used shall be the "HUFONIA" rate, the rate published by 
the National Bank of Hungary - as such rate appears on Reuters 
page "HUFONIA" or any successor page(s) thereto. 

SGD The rate used shall be the "SONAR" rate, the rate published by t11e 
Association of Banks in Singapore - as such rate appears on 
Reuters page "ABSIRFIX01" or any successor page(s) thereto. 

NOK The rate used shall be the NOK sight deposit rate, the rate 
published by Norges Bank - as such rate appears on Reuters page 
''NOINTR=ECI" or any successor page(s) thereto 

3.5.3. Interest/Accommodation Structure 

Application of 
I 

~~·Collateral - Type of-t.GVeFCollaler.a! -

Credit. 0 
-

' 
V~riatlon Performance 

.· 
Foreign Cast'! Forw ard 

Margin .Bohds ·. Securities :Cash ·--=- Cash -

Initial& No Charge Charge Pay/Charge Pay/Charge No 
Variation margin charge or 0.10% 0.10% relevant relevant rate of charge 
after offset payme1t rate SGverCoJiateral or 

- currency payment 

E)(cess ~~- No No charge or No charge Pay/Charge Pay/Charge No 
Surplus charge or payment or relevant relevant rate charge 

payment payment rate or 
payment 

Note: 
1. "Foreign Cash'' means cash in a currency other than that of the liability. 
2. "Forward Cash" means cash which has been credited to an account for later value. e.g. an 
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Appllc,atlon of -
C:~=w-erQollateral type of C<tv~FQollaUual 

Credit 
Variation Performance Foreign Cash Forward 
Margl[l Bonds .Securities Cash - Cash 

amount called via PPS for next-day value. 

3.5.4. Payment of Interest and Charges 

Interest and accommodation charges are calculated on a daily basis and the 
resultant monthly total is posted to Clearing Members' eeve~accounts at the 
beginning of the following calendar month. A VAT invoice is issued monthly 
detailing the interest and accommodation charges applicable for the previous 
month. Separate invoices are issued for each currency. 

VAT is charged, dependent on contract, on accommodation charges and 
collateral utilisation fees at current rates. On foreign currency amounts VAT is 
charged in sterling on the converted value of any relevant charges. The sterling 
6€}\19-fCQJlatera! account shows separate postings for sterling VAT amounts 
arising from foreign currency charges. 

The net invoice value for each currency is posted to the relevant GfWe-Fcollateral 
account for value on the second working day of the month succeeding the month 
in which the charges arose. 

The invoice provides detail in respect of: 

• Interest due to be credited or debited; and 

• Accommodation charges. 

VAT on accommodation charges is subject to the standard rate, some markets 
may be excluded. 

3.6. FEES 

Details of fees and refunds pending are collated during the month. 

An invoice or credit note is produced detailing the fees to be posted to the house 
oovercollateral account. 

The invoice/credit note displays the type of fee, contract, future or option type, 
currency, fee rate, volume, fee amount, VAT amount, sub totals for each fee 
class and the overall total posted to the seveFcollateral account. 

Monthly postings are processed via the GG-Vefcollateral account at the beginning 
of the following month, on the third working day. Other postings, such as various 
Market Maker Scheme rebates, are processed by the Clearing House following 
receipt of data from the relevant exchange. 

3.6.1. VAT Status 

By default a member will be charged VAT for transactions on applicable markets. 
If the member's registered address is outside of the UK, or the member is acting 
out of their non-UK operations, they will be required to provide a written 
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declaration that their place of operations is also outside the UK for VAT 
purposes. 

If a member extends to a VAT applicable market the member will be requested 
to provide written confirmation that the operations address is the same as that 
stated on their application form. If the address is different, and is outside the UK 
the member will also be asked to confirm that in writing so they wi ll not be 
charged VAT on transactions on that market. 

3.7. PARTICIPATION MONIES 

3. 7, 1. Share Subscriptions 

Clearing Member share subscriptions will be called via PPS on a date advised by 
the Clearing House. They will be called from Clearing Members' house PPS 
account and subscriptions will be debited from the house G0VfJ I collateral 
account. 

3.7.2. OF Contributions 

For all market with the exception of ForexCiear OF contributions will be called via 
PPS normally on the fourth working day ("Reset Day") of the quarter (i.e. early 
February, May, August and November). Contribution requirements will be 
notified to Clearing Members at least two working days prior to each Reset Day 
on Member Reporting Website. For ForexCiear - contributions are reset 
monthly and paid in USD, 

Excess OF amounts due to Clearing Members following the adjustment to OF 
accounts and the crediting or debiting of interest will be repaid to Clearing 
Members' PPS accounts on the Reset Days. 
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APPENDIX 3A 

LCH.CLEARNET BANK ACCOUNTS IN HONG KONG 

Note: accounts are operated in USD only. 

The Clearing Member will be mandated to hold an account with one of the following banks in 
order to facilitate margin calls during the Hong Kong day for certain markets. 

When requested the Clearing Member must make a payment to the Clearing House's 
account at the same bank. 

Clearing House bank in Hong Kong LCH.Ciearnet account details to which 
payments must be made. 

Bank of America NA 84936018 

Citibank NA 1168383025 

HSBC ltd 808 692818 201 

For more information on Hong Kong PPS Banks please contact LCH.Ciearnet Limited 
Treasury Operations on +44 (0)20 7426 7505 or lf.jwpHratisflf:
treasur:.y@IGhGieamet-:ee~·H!choperations-treasury@lchclearnet.com. 
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4. COLLATERAL 

4.1 General Information 

The Clearing House is, at its sole discretion, entitled to determine what will be 
acceptable to lt as s~ollateral and to determine when collateral will cease to be 
acceptable as G~ollateral . 

If any instrument or security, lodged in accordance with any of the following procedures, 
is in any way found to be unacceptable, it will immediately be given a zero value i~+for 
the purooses of calculating the value of the Clearing Met~oe~....-ooveF--aceow~l-wiU:Hhe 
Member Current Collateral Balance (the "Current Collateral Yalue'') in respect of the 
relevant Clearing ~etlWMember. Replacement liffi/eFCollateral may be required 
immediately from the Clearing Member. 

4.1 .1 Instructions 

The Clearing House accepts instructions to lodge, release and transfer cash, securities 
and l 1rlparty collateral via the online Collateral Management sys!e+-"A~System l"CMS"). 
Instructions for other types of c~ollateral must be sent via fax using the appropriate 
form in the annex. The lodgement/release forms must be sent in by fax and email to: 

Email to; team01:)11a!l:lh9lcollateral.ops.4k@lchclearnet.com 

Fax: +44 (0)20 7375 3518 

+feasw.yCollateral Operations can be contacted on +44 (0)20 7426 7593 

Originals of faxed instructions need to be sent into the Clearing House within fourteen 
days. 

The Clearing House is entitled to act upon Gellaterai---Malta§eA~enl- sysl-ei-BCMS 
instructions and faxed Instructions or communications appearing to have been issued 
by, on behalf of, or have come from, a Clearing Member. These will be accepted by the 
Clearing House as genuine, even if, for example, they are later found: 

(a) to be Inaccurate, whether in whole or in part; or 

(b) not to have been given by the Clearing Member or a client or with the 
authority of the Clearing Member or client. 

The Clearing House will only accept delivery of non-cash G~ollateral in accordance with 
these procedures, and will not seiLor purchase or encash non-cash G~ollateral for 
Clearing Members, except in so far as lt is acting under its Default Rules and related 
Guneral-Regulations or in relation to exchc-~Rge-f!:iles.Exc;hange Rules. 

The Clearing House reserves the right to require a Clearing Member to execute revised 
versions of the Form of Charge and Client Consent documentation whenever the 
Clearing House, at its sole discretion, considers that it would be appropriate to do so. 

The Clearing House reserves the right to change the information required on 
instructions received via the GeHater-a i-MaBa~oH~t-ml -sy&t-e~B~, whenever the 
Clearing House, at its sole discretion, considers that it would be appropriate to do so. 

4.1 .2 Excess Collateral 
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The Clearing House shall at least once on each business day, notify each Clearing 
Member of its Required Margin Amount 

If a Clearing Member's Current Collateral Value §X&eeds that Clearing Member's 
Re.gujred Margin Amount (such ex.cess being referred to in this Rule A. 1 ,2 as the 
"excess collateral value") then thpt Clearing Member may In accordance with Rules 
4.3 and 4.4 reauest that some or all of the Collateral comprising its Clearjng Member 
Current Collateral Balance having a value not exceeding.Jhe excess collateral value 
LsL1Ch Collateral being referred to in thi.s Rule 4~1.2 as "excess collaterAL) be 1eturned 
or repaid by the Clearing House to, or to the order of. that Clearing Member. 

In the event that the Clearing House a~ ar-ty- time--€1eteFA11HPs- expressly notifies the 
Clearing Member that it ~s-l:leiEitR§~ excess collateral (Hs dei!A!':!€1-Belew) ~rom-<:~ 
Gleann~-MemeeF;-yalue c:md that the Clearing House A:tay--flf>tlly-tfla~JeaHRU·MelnBef 
ef-tl=ie-il'}let'IOOAiotends to levy a charge in respect of that excess collateral with effect 
from sHGJ::l,g date as-is-notified t&lt\e-bleafiR@-MeR19er,-in U~e-eve~ that notification 
~the Clearing Member does not ~make a request for the return of the excess 
collateral before the date so notified, the Clearing House may, in its discretion but only 
from the date so nQ!ifieQ,, charge the Clearing Member jg respe..c.LQf.....s_u,c~e~ 
collateral at the rate of 1 basis point ~y__untillbe_excess collateral is rorHGvm:l-by·-U'le 
(',ieariAg-NleFAher-tl~~=el:l@fl-·blse-ef-a --release -instrtr~H<31'lefiminated, Payment of this 
charge shall be collected on a monthly basis through that Clearing Member's PPS 
sterling account 

~el'-fhc.~JI::Ir·f:}esee;....of-t~i~estier~X:Ge&s-mllal-er~moons-tllat-Gellatefal-iAt:! ll~i-lieEI-By 
t-l!e-Gle;.x~n~-t-4eusc-as-l'l~i H§-GeHal er-ai---AVef--aRGI-above--t:t~al -wl1tsl+-is. fB€1-"' '' ee -.f.Jy-tt1e 
Glear-i+1§ Hew;e. in Elrder:-te-Gev.er-LAe-ebli~liHHs-t~1-l he-GieaFinSJ-IriBHse of tl1<ll' ~~~noo~· 
+l'le-blearir~§~=IGL.OO-shoii-Aave-,39sOilclte-fUSGfet~a~:~esisc~wholt.!et:..an9-IH-wh<'ll ·~-ll 
it4s-flel€1ing~Aolla\et=al-at-arty-time~ 

bocJ@eHleRt-~-:f- lf the Clearing House haue.oolYe.d a request to reluro exc.ess collateral, 
~Clearing House sball promptly take such steps as are necessary in accordance with 
Rule 4 4 to transfer the amount of excess collateral specified in that request to or to tb§l 

order of the relevant Clearing Member. provided that m the Clearing House shall only 
be obliged to talse such steps with respect to apy Collateral oursuant to this Rule 4, 1.~ 
to the extent that lt constitutes excess collateral and (l[) w.tl§re the Clearing Member has 
tequested that Collateral of a particular type be transferred tbe Clearing House shall 
transfer such Collateral unless il determines. acting In a commercially reasonable 
manner that transferring such Collateral would result in the Clearing House being 
unaQle to satisfv its policies on co,ncentration l!mjts in re_soect Qf the vario_us types of 
Collateral held by it from ttme to time in which case it shall transfer Collateral of a 
different type which has the same value as the req.Yested Collateral and which, in the 
case of oon-cash Collateral has been transferred to the Clearing House by that 
ClearinauMember 

Whether or not an excess collateral value exists in respect of a Clearing Member: a 
Clearing Member may request that any cash Collateral that is s.u.bject to the Deed of 
Charge to which that Clearing Member is a party be released from such charge and 
1ran.sferred to the Clearing House to be held as cash Collateral in respect of that 
Clearing Member (a "Cash Transf~r Request"), 

If the Clearing House has receiYed a Cash Transfer B.e.q.l.lli..S1,Jhe Clearing House rna~, 
in its sole discretiQQ. release the cash amount to which that Cash Transfer Request 
relates from the charge referred to in Rule 4.2.1 and treat that cash as haying been 
transferred to the Clearing House by the relevant Clearing Member as cash Collateral 
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4.1 3 Substitution of nap-cash Collateral 

At any time a Clearing Member may notify the Clearjng House in accordance with 
Rules 4.3 and 4 4 that it wishes to substitute any non-cash Collateral that is subiect 
to the Deed of Charge to which that Clearing Member is a pa[ty (the. "Ociqimil 
Collaterf!l") for replacement Collateral having a value not less than the Original 
Collateral (the "New Collateral"\ (such request being a "Substitution Request"\. 

If the Clearing Heyse has received a Substitution Request. it shall. promptly following 
the Cleadnq House beinq,.aatisfled that the New Collateral has been transferred or 
paid to the Clearing House 10 accordance with Rules 4.3 and 4.4 take s.uch steps as 
are necessary to transfer such Original Collateral to or to the order of th~Ciearinq 
Member, provided that, if the Clearing House determines acting in a cmecclally 
reasonable man~. that following such substitution..Jhe Clearing House wo_Ul.d....b.e 
unable to satisfy its policies on concentration limits in respect of the va.riQus types Qf 
Collateral held by it from time to time. It shall notify the Clearing Member thereof abd 
shall not be obliged to transfer the Original Collateral 

4-=1-~4 . 1 4 Lodgement of Non-Cash Collateral as Replacement for Cash G-eve_F-.feF 
MafE!ifiCollateral 

Clearing Members should note that they must give Treasury Operations no less than 
two (2) business days notice of their intention to l(~d!Je--E;ellate-r-altransfer non:.c.asll 
Collateral to the Clearing House with a value of £50 million sterling or more. and which 
is reasonably likely to have the effect that cash le~llateral of a similar value is 
repayable by the Clearing House to that Clearing_ Member as a result of such 
leEI§emeAltraosfer. Treasury e.Qperations must be advised no later than 15:30 two 
business days prior to -leElgeffieAithe transfer. In the event that a Clearing Member 
seel<-s-le-wl~l-1dfawrequests the return of such cash eevE-!FCollateral without giving such 
notice, the Clearing House will decline to release such cash 6f>VBr-Collateral until the 
end of the required notice period. 

4A-4:~<4-.,!,1 ~·5b::=o!..F~o~rc~e:...!M~a~j~eu~r~e 

The Clearing House will not be liable for any failure, hindrance or delay in the 
performance (in whole or in part) of any of its obligations to Clearing Members with 
regard to non-cash ool-imeFal-aG<>eptefl-as-c--ell3l~ICollateral where such failure, 
hindrance or delay arises from causes beyond the control of the Clearing House, such 
as but not limited to the failure {whether partial or total,~ interruption or suspension of 
any Collateral Agent, depository or custodian or other service ("depository") that the 
Clearing House is using, the termination or suspension of the Clearing House's 
membership or use of the depository or any variation of the depository's operational 
timetable, whether or not occasioned by action of the depository operator or other party, 
or any embargo, unavailability or restriction of bank transfer systems or wires, 
malfunction or overload of the depository or ~other emergency. This provision is 
without prejudice to the force majeure provisions of Clearing Members' agreements with 
the Clearing House. 

!h+.-54,1 6 Regulatory and Supervisory Information 

In every case, the Clearing House will be entitled to supply a depository or Collateral 
Agent with all the information it requires for any purposes relating to a Clearing Member, 
or relatingJo non-cash G~llateral received by the Clearing House from a Clearing 
Member which aFe~ or may at any time have been held by the depository or Collateral 
Agent. Non-cash e~ollateral will be lodged and held within such depository or other 
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systems as the Clearing House may select or allow, subject to the conditions of such 
systems and to any applicable law and subordinate rules relating thereto as well as to 
the terms of bGM~eameWm~s--te~H~af--sAaR¥l-at~4-Gharge-6ootlt-ooti~~lifmlh~ 
of Charae and these procedures. 

4.-:k.S4 1 7 Interest Payments (coupons) 

The Clearing House will remit Interest amounts, taking Into account any withheld tax, to 
Clearing Members' PPS banks on the appropriate value date. These are processed 
using "Tender' sub-accounts designated "I" for house or "L" for segregated client. 

4--1 f1.1.8 Other Charges 

The Clearing House will collect any other charges incurred as deemed necessary using 
PPS. Examples of such charges may include a Collateral Agent's overnight custody 
charge, transfer charges or any charges relating to the movement of non-cash 
c~~ollateraJ. For a list of the Clearing House's Custody services fees. please set> 
Rere,refer to http://www.lchdearnet.com/fees/ltdfdefault.asp. 

-1.,. 1 g4.1.9 Insurance 

It is the Clearing Member's responsibility to have appropriate insurance for any 
Collateral in the form of a precious metal GGIIate):.af-lee~ee~ with the Clearing House. 

4.2 Documentation 

4.2.1 ~F-ffi~ of Charge 

Clearing Members wishing to le~:~el!:aosf.er non-cash oollale~~~wit-l-lG..9llaWai.JQ the 
Clearing House must first complete a ;;em;Deed of Charge-4:lGL-unenl k-lr-ll-1~ rBinv-.Htl 
l-yFJe-eke!lat€1-al <T.trseew#ier..r,-preGteHs--meta!&.-= This document establishes a fixed 
charge over the Clearing Member's interests pursuant to tb.e custody relatlonship which 
arises upon specified non-cash GS!lat€*a1Collateral beipg transferred into an account 
with the Clearing House by the Clearing Member. The document is required to be 
executed in accordance with the instructions which accompany it. The r.om~Deed of 
Charge deGUI-BOf.lt- covers non-cash e~ollateral that ls transferred to the Clearing House 
via bilateral settlement, Precious Metals Settlement Agents or via +1riparty 
arrangements. To operate T!fiparty arrangements with the Clearing House an 
additional Collateral Services Agreement-{-G?JA) must also be executed with the relevant 
ICSD. 

The Deed oLCharge-4eGW=JlaAia~ien is available from the Clearing House Risk 
Department and should be returned on completion to that ci,Q_epartment. 

4.2.2 Segregation Rules 

Where a Clearing Member -oogf!~011ateral-transfers non-cash~CollateraUo cover both 
house and client accounts it must execute two separate Gl'laFgesDeeds of Charge. 
Forms relating to IGflfJ9mer4stransfe(S and Fel<*lses-of c0llat€Falrequests for the return 
of Collateral must indicate the particular account to which they relate. Any wllal-B~! 
lee:lf:JC.uG-Wti-Rrum:.cash Collaleral transferred to the Clearing House will be applied as 
Ga~against the Clearing Member's (f:lfl"-'GeR.rQprietarx or client) margin !labilities as per 
the relevant documentation. 
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Non-cash Collateral G~1a~etltransferred to the C!§arlng House in respect of a Clearing 
Member's client account will not be applied by the Clearing House to his liabilities on a 
AeHS&aGGGt~AtEroorietary Account (see regulation S(d)). 

Non-cash Collateral sl:!argeatransterred to the Clearingl:l.m!.s.e. in respect of a Clearing 
Member's RGt~se-aesmlntErQprlelarv Account may be applied by the Clearing House 
towards the ~ayme~"ltdiscbarae. of any sum whatsoever duewbJch is secured by the 
Gleatii~~-Meml3er-le-tHe-Giea~u~g-HoLH~erelevant Qe.ed of Charge, save that no 
Gell~emCollateral (o~an House Excess) charged in respect of a Clearing 
Member's Ael-iSe-aGcoL-mlProprlelary Account shall be applied on or towards payment or 
satisfaction of any of the Clearing Member's liabilities to the Clearing House on any of 
the Clearing Member's client accounts. 

4.2.3 Clfent Collateral 

Where a Clearing Member wishes to ~asstransfe[ a client's oollateral~ 
Collateral to the Clearing House, the Clearing Member must. inter alia, ensure that at all 
times it remains expressly agreed with the client that the Clearing Member may charge 
the sallater~lnon-casb Collateral to the Clearing House, on the Clearing House's terms 
and free of the client's or other owner's interest, to secure the Clearing Member's 
obligations to the Clearing House. 

Where a client's oollale~=alnon-casb Collateral is to be pasS0El- to~erre.d___o the 
Clearing House, the Clearing Member must ensure that a Client Consent Form is 
completed by the beneficial owner (see Appendix 4C). 

The Clearing House gives no undertaking that, on the default of a Clearing Member, it 
will not utilise clients' sellateralnon-cash Collateral which bas been passedtransferred to 
it by a Clearing Member, before utilising any other form of eeverCollater.at the Clearing 
House may hold. 

Clause l § of the GhargeDeed of Charae prohibits the existence of any other charge or 
security interest, whether created before or after the Clearing House's interest, without 
the Clearing House's prior written consent (except a deferred charge in favour of the 
Clearing Member himself). The Clearing House consents to certain such other charges 
as follows. 

Where a Clearing Member accepts business from a non-clearing broker and 
61-1a~estransfers to the Clearing House, as GeveF-for-m~ACollateral , securities 
belonging to a client of that broker with the client's express agreement, clause 7~(2) of 
the GAaf§eDeed of Chat.® will allow the Clearing Member to have a security interest in 
the securities deferred to that of the Clearing House. In addition, by the notification 
issued under clause l-f!l~) of ll'le-e-i:lBF~eDeed of Cbame. the Clearing House 
consents to the non-clearing broker also obtaining or retaining a security interest in the 
same securities, provided always that: 

(a) the broker's interest Is expressly deferred to that of the Clearing House; and 

(b) the broker is an authorised person within the meaning of the Financial 
Services and Markets Act 2000. 

The consent given above allows a security Interest only In favour of a broker from whom 
a Clearing Member accepts business. Where there is a chain of transactions involving 
other brokers, those other brokers may not hold security interests in reliance on this 
notification. If such brokers wish to hold security interests in wl!ater~~~et:tCollateral 
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transferred to the Clearing House, the Clearing Member should apply to the Clearing 
House under clause -7~(1 1-fJiii) of the Deed of Charge for written consent in their 
particular case. 

Clearing Members are warned that the taking of G~ollateral is a complex legal 
matter. These procedures, and any communication with the Clearing House, 
whether of an oral or written nature, are not to be taken as containing legal 
advice. A Clearing Member or broker who contemplates taking an interest in 
securities belonging to a client should seek independent professional advice 
on the matter. 

Instructions for cash, securities and triparty instructions may be entered using the 
GellatBral Maflage~=t~er~l-systemCMS. The Clearing House will action instructions that 
haye been input and authorised via the ~GIIatel:e~MaHagemeRl-system,CMS. The 
details input on Collate~al MaRaf}elt1ont -syst-emthe CMS will form the basis of the 
matching instruction sent to the relevant CSD/custodian. Clearing Members must 
ensure that the details are input correctly In order to avoid unmatched transactions. 

It is the responsibili ty of the Clearing Member to Input a cancellation request of any 
incorrectly input instruction and then subsequently input the correct details in a new 
instruction. Please note that it may not be possible to cancel an instruction, please see 
section 4 .4. 7 below for further details. 

The Clearing House will update the status of the instruction in the Ge"ata-al 
MaAa§ement~/&teffiCMS in relation to the status of the instruction at the 
CSD/Custodian. On settlement of the transaction the Clearing House will reflect the 
balance of the securities on the Clearing Member's account and pr-evi~fe--w)~l:letake them 
into accoJ.ill.l: for the purposes of sevet=calculatinq the Clearing Member's Current 
Collateral Value. 

The Clearing House will notify Clearing Members of the relevant account details for 
matching. Clearing Members should refer to Appendix 41 to establish the correct 
place(s) of settlement for a particular security. 

The Clearing House will not be liable for any tosses eftQ Clearing Members or third 
parties caused by non-settlement or~ a delay in settlement as a result of the actions or 
omissions of a CSO/custodian or the Clearing Member (save for any liability which by 
law may not be excluded). 

4.4 Settlement Procedures- Securities 

All transactions to dep0sil-c:H- WltRQJ'-awtransfer securjlies Collateral to or from the 
Clearing House will be executed free of payment. 

4.4.1 Instruction Deadlines 

Clearing Members may input security instruction via the Gal!at:erai -M:Jnag~erner·ll 
s.ystemCMS at any time. Instructions will only be actioned by the Clearing House 
during operational hours. 

The Collateral Team operational hours are: Monday- to Friday 08:00- 20;00hrs UK 
time. 
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Instruction deadlines for same day settlement: 

CSD/custodian Deadline for instructions 

Euroclear UK/IE (CREST) 14.00 

Euroclear internal 16:30 

Fedwire - Citi and fJeN¥ 
19:00 

MelleAEH~ftMell~t:l 

The Clearing House will input matching instructions to the relevant CSD/custodian for 
same day settlement when the instructions are received prior to the deadlines above. 

4.4.2 Deliveries to and from Local Markets 

The Clearing House is bound by the settlement deadlines of the relevant 
CSD/custodian, Clearing Members should refer to the relevant CSD/custodian for these 
deadlines. Nole that for transactions from local markets the settlement deadline may be 
earlier than the Clearing House hours of operation and should therefore be instructed 
the day before the settlement date I.e. on S-1 . Instructions to the Clearing House must 
be provided at least one hour before the market deadline for same day settlement. 

For example: 

Deliveries from Local Market Custodian Deadline Instruction Deadlihe to 
Clearing House 

Japan 02.45 16.30 on S-1 

Belgium 14.50 13.50 on S 

Italy 15.00 14.00 on S 

'' 4.4.3 ba€1qm€!In:msfer of Secunhes to the Cleanng House 

·b:GEI§e-~nstH.JstierlSipstructions for the transfer of securities to the Clearing Hoyse must 
be input via the Cellatefai-Manageme~~-eystemCM.S prior to the deadlines above for 
same day settlement. Settled transactions will be adfle.;l.-to-Clem:iA!;')-Member~ 001101 

t:>alanGestaken into account for the purooses of calculating the Clearing Memb§~ 
Current Collateral Val@ following settlement. 

boEJgl!lDansfer instructions for future settlement dates will be Instructed same day if 
received prior to the deadlines. Instructions received after the deadlines will be 
instructed the following day. 

4.4.4 _B_!>IeasiB~lir,ansfer of Securities from 'the Cle.anog House 

4.4.4. 1 Release where m~UIGJel1k;GV<3¥-§..ufficient Collate.raUs ~vailable 

-Relea~-8000Rs-iflf;te~llnstructions to tra.n~any Collateral comprised io-.lllli 
Clearing Member Current Collateral Balance in respect of a Clearing Memb.erJ~Lthat 
Clearing Member via the GetlaleFai-M.::tfla§el'fleAktystBfH~ prior to the deadlines 
above for same day settlement will be FemoveEI--fren-1-il..le-Gieal'ifl!}--Membelcs-.c::.ever 
balaRse-eA-iAstr*lsliaAactiooed (subject to Rule 4 1 2.) on confirmation of those 
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instructions by the Cleado.a Youse and., once transferred. the relevant Collateral will l)o 

longer be included when calculating the Clearing Member's Current Collateral Value. 

4.4.4.2 Release where suu.!Gtont oeve1 iG-HAfWatlableSuffic!ent Collateral is Ungyailable 

Releil%'-il'!ffifl:tstieFIP~ .l.a§,tructions to transfer any Collateral comorised in the Clearl!:!,g. 
Member Current Collateral Balance In respect of a Clearing Member to Jbat Clearing 
Member must be input vfa the GE:>Uaterai -Mar-~"tgcnK.!nl-Byste,nCMS before 09:30 UK 
time. The Clearing Member will then be ealled foFreguested to transf§!r additional cash 
G~ollateral. Following confirmation of receipt of the !AA~_ted_cash sai!Collateral the 
settlement instruction will (sub!ect to Rule 4.1 .2) be sent to the CSD/custodian atl{l 
~emavea-fl:effl-Y~e-Gle."''FIR9-Meml:lCf!c-GeveF-f381aAeeby the Clearino.House. and the 
Collateral specified in those instructions will (subject to Rule 4.1 ,2) be transferred to that 
Cle.aring Member aod.._once transferred will no longer lle. included when calculating the 
.c.IAArinq Member's Curr_ent Collateral Value. 

4.4 .5 Substitutions 

Substitution instructions may be input via the Gnllale~-ai-MCIAa§eFAent s~ei-ACMS , and 
will. subject to Rule 4 1.3 and to copfirmation of those instructions bv the Clearing 
House. be actioned ~same day if input prior to the deadlines above. 

Clearing Member's must first Input the relevant lodge instruction(s) first and then link the 
associated release instructlon(s) to the lodge instruction(s). 

4.4.6 Transfers 

Transfer instructions may be input via the G<;JIIC~tcr~I-Mantlgef:nent .cyr,tcmCMS and will 
be actioned~ same day during operational hours. 

Note: transfers are only permitted between mnemonics of the same Clearing Member 
and are subject to client segregation rules. 

4 4. 7 Settlement Cancellations 

Clearing Members may request ~cancellation of an instruction via the Cellatek:ll 
Mafla§lei:.JleRi--s-y-stelr:t~. The Clearing House will cancel any instruction that has not 
yet been processed. The Clearing House will fflakeseek using its best endeavours" to 
cancel any settlement instructions already sent to the CSD/custodian but cannot 
guarantee that the transaction will not settle. 

4.4.8 Instruction Statuses 

The status of an instruction can be monitored via the GeHateFal- l\ilaF-la§et'fiB14t 
tryst-em,CMS. Statuses reflect the status of the instruction at the Clearlng House and 
not at the CSD/custodian. Please refer to the Gellal-er-al M~;tna~emHRI-<'.,.Yste~"ACMS User 
Guide for status definitions. 

4.5 Tax Arrangements 

4.5.1 US Securities 

For tax reasons, the Clearing House is required to segregate foreign (i.e. non-US) 
owners' securities from US owners' securities. Clearing Members must deliver 
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securities to the correct account. The Clearing House operates accounts with Citibank 
N.A and Bank of New York Mellon. See annex 41 for account details. 

In order to reduce or eliminate US withholding tax, the correct tax documentation must 
have been provided in respect of each owner. To this end, Clearing Members will be 
expected to provide one of the forms noted below to the Clearing House. A current 
form will be required for each owner (i.e. the Clearing Member or the person named in 
the Client Consent Form). 

The relevant forms will normally be one ot. 

(a) 'W-9 (Request for Taxpayer Identification Number and Certification)' Applle~ 
which appliAA to a US corporation including a foreign branch of a US 
corporation and is valid indefinitely; or 

{-&} - 'W-8BEN (Certificate of Foreign Status)' .. 

(b) AppH~ which applies to non-resident alien individuals, foreign corporations. 
partnerships and estates;.~ valid for three calendar years. 

Clearing Members may obtain originals of forms W-8BEN and W-9 from Treasury 
Operations. 

Note: The Clearing House's arrangements with its G~ustodians only allow for 
securities holdings of US corporations or foreign (i.e. non-US) entities or 
individuals. Clearing Members who wish to discuss the possibility of lodging 
securities belonging to owners excluded from this arrangement should contact 
Treasury Operations. 

Unless the Clearing House has already received the appropriate tax form, 
IGfi§Jflmefl~transfer§ into Ale #090401 or #735136 must be accompanied by form W-9 
and le8~mentstransfers into Ale #090372 or #735137 normally by form W-8BEN. 

The Clearing House's acceptance of US securities does not indicate any 
responsibility for the adequacy or otherwise of tax documentation. Any queries 
in relation to these tax forms should be referred to your company accountant or 
professional advisers. 

Completed tax forms should be returned to Treasury Operations for onward 
transmission to tts~ Custodians. 

4.5.2 Italian Securities 

For tax purposes the Clearing House operates an account with Euroclear Bank 
specifically for deliveries of Italian securities- account 91737. 

This account is operated by the Clearing House in accordance with "Euroclear 
Procedures to Obtain Exemption from Italian Withholding Tax on Italian Domestic Debt 
Securities". 

Beneficial owners are entitled to exemption at source from Italian Withholding Tax on 
Italian securities if they are: 
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(a) resident in a country that has entered into a double taxation agreement With 
Italy (except B~lack list countries/countries that do not have a tax treaty with 
Italy); or 

(b) a corporation resident 1n Italy; or 

(c) a supranational organisation recognised by Italian .b-,IWlaw. 

Beneficial owners are required to supply duly completed and executed official forms as 
proof of eligibility teQf exemption, and where applicable supply additional 
documentation, before a delivery can be made Into this account. 

Official forms are available on request from ~Treasury Operations Department. 

Original forms are to be received by the Clearing House before Italian securities can be 
accepted within the gross account 91737. 

The effective date depends on the type and terms of the security: 

• Coupon o g.ebt securities (BTPsj CCTs and CTOs) 

The new regime applies to the interest on these securities that starts to run on 
or after 1 January 1997, regardless of the issue date. 

• Zero coupon debt securities with a maturity of less than one year (SOTs) 

The regime applies to all securities issued on or after 1 January 1997. 

Clearing Members should consult their own tax advisers before lodging 
Collateral to the Clearing House or submitting any tax documentation. 

4.5.3 Withholding tax- CSDs/Custodians 

CSDs/G~ustodians may offer a recovery service for overseas taxes on Government 
Bonds. The Clearing House will assist in the recovery process and remit to Clearing 
Members any recovery in withholding tax credited to the Clearing House's account by 
CSDs/custodians. 

In certain cases the CSDs/custodian and Clearing House will withhold tax on a 
coupon if the correct documentation is not lodged with either CSDs/Custodian and 
the Clearing House at the time when a coupon is due. 

4.6 References 

These procedures should be read in conjunction with the relevant user guides and/or 
manuals of the relevant CSD/custodian. Please also refer the each CSD/custodian 
for the relevant settlement deadlines in particular those for deliveries from local 
markets to Clearing House accounts. 

4.7 Contingency Arrangements 

In the event of an outage of the Go~!ateF;OI I-Managen·1~A t-sy-stemCMS., Clearing 
Members will be able to send instructions by fax{efax to the Clearing House. 

Clearing Member will be notified of a G01latera~ MaHaEJP.~~nl-sy::;tem.c.MS outage via 
Member Circular that will notiry Clearing Members of the switch to contingency 
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arrangements. Clearing member should then revert to the fax forms for securities 
found in the annex. 

Normal service hours and deadlines will apply to faxed Instructions. 

Clearing Members will be notified via Member Circular when normal service 
resumes. 

4.8 Performance Bonds 

Clearing Members must first consult LCH.Ciearnet Limited Treasury Operations 
(''Treasury Operations") about which issuing bank(s) they intend to use for the provision 
of a performance bond(s). Treasury Operations will advise on whether the proposed 
arrangements (bank(s) and size of performance bond) are acceptable or not. 

When the arrangements have been agreed, a standard form available from Treasury 
Operations (Appendix 4A) should be completed by the issuing bank and returned to 
Treasury Operations. 

If a Clearing Member chooses to cover house and client liabilities using performance 
bonds, separate performance bonds must be provided for each account. Each 
performance bond must state the type of account it covers. 

The Clearing House gives no undertaking that on the default of a Clearing Member it 
will not call and utilise a performance bond provided to it before utilising any other form 
of cover the Clearing House may hold. 

The Clearing House only accepts Performance Bonds from a limited range of issuers 
and limits are applied to the total accepted from any single issuer, 

4.9 Lodgement Procedure 

By 16:30 hours the Issuing bank delivers the performance bond to Treasury 
Operations. 

If it Is in an acceptable form, the performance bond will be entered into the Clearing 
Member's cover account. 

If it is unacceptable, Treasury Operations will contact the issuing bank and the 
Clearing Member (beneficiary) to inform them that the performance bond has been 
rejected. The performance bond will not be entered into the Clearing Member's cover 
account in the banking sys1em. 

4.10 Amendment Procedure 

Amendment letters (see Appendix 48) must be delivered to Treasury Operations before 
16:30 hours on any business day. They can be sent by fax to the following number: 
+44 (0)20 7375 3518 or scanned and emailed to 
teamco llateFai@1~11GieaFAet.ron1teamoollateral@lchclearoet.com . 

Issuing banks should submit amendment letters, in duplicate, on their headed paper. 
Originals must be forwarded to the Clearing House within two business days of the fax 
transmission. The Clearing House will sign and return one original. 
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4.11 Increase In Value of Performance Bonds 

Any Clearing Member wishing to increase the value of a performance bond must first 
establish whether the increase is within limits and is acceptable to Treasury Operations. 
If it is, the relevant amendment letters have to be completed and submitted to Treasury 
Operations by the issuing bank. Upon receipt of these letters (completed to the 
satisfaction of the Clearing House) increases in the value of the Clearing Member's 
performance bond (s) will be put into effect. 

4.12 Decrease In Value of a Performance Bond 

If the proposed decrease in the value of a performance bond leaves the Clearing 
Member with sufficient cover for liabilities and the relevant amendment letters are in 
acceptable form, the decrease in value will become effective. If the proposed decrease 
leaves the Clearing Member with insufficient cover, the cover balance will be reduced 
accordingly and the overnight cover calculation will assume the smaller amount. The 
Clearing House will not sign the amendment letter until the next morning's margin call is 
complete. 

4.13 Amendment of Term 

An amendment to the term will become effective when the Clearing House signs the 
amendment letter. 

4.14 Release Procedure 

By 16:30 hours the Issuing bank should contact Treasury Operations to arrange for 
the release of the performance bond. 

Under normal circumstances, fourteen calendar days' notice will be required in order 
to release the performance bond. However, if the performance bond is not being 
used to cover margins, it may, at the sole discretion of the Oleartng House, be 
released earlier. 

The performance bond will be amended in the Clearing Member's cover account to 
expire ln fourteen calendar days, or at an earlier date if the Clearing House so 
permits. 

On expiry or cancellation, the performance bond Is returned to the issuing bank by 
the Clearing House. 

4.15 ~ 

Overnight before the Termination Date of the performance bond its value will be 
deducted from the amount of cover available in the relevant Clearing Member's 
account. 

4.16 Triparty Service with Euroclear and Clearstream 

4.16. 1 General Information 

In order to laGfjetransfer securities at the Clearing House using an ICSD Triparty 
arrangement, Clearing Members, the ICSD and the Clearing House must have 
completed and signed the relevant documentation. Please contact Treasury 
Operations on +44 (0)207 426 7237 for more information. 
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Clearing FflMembers may execute a 'Triparty' trade denominated in Euro, Sterling or 
United States Dollars to cover initial margin requirements at the Clearing House. 
Triparty instructions must be provided to the Clearing House via the Gellaleral 
Mar.ta~nt-sy-s-tel'\1~. 

Under the triparty arrangement beneficial ownership for all securities must belong to t11e 
clearing member. 

The Clearing House recommends mnmher-sthat Clearing Members prioritise Clearing 
House trades avoiding any Qa.lls_fQr_cash Galls~ Gas~sallsCollateraL Calls for....cas.b 
1&1l.at.ernl in relation to deficits wfll be made on a separate buffer account within the 
Clearing House, this account will be set up for automatic repayment and will be interest 
bearing. 

Clearing Members must use the relevant triparty forms found in the Appendices to this 
Section 4 

Note: In these procedures, "S" refers to the settlement day, ''S-1" l2,.the working day 
before settlement day. 

4.16.2 Lodgement and Increase Procedure 

Last Instruction deadline to the Clearing House for (London 
Time): 

Euroclear Bank Clearstream 

Same day settlement 16.00 15.00 

Next day settlement 16 00* (S-1) 15.00* (S-1) 

*The Clearing House will assume settlement of the transaction and include the amount 
iAfor the purpose of calculating the Clearing Member's GEWeF-aGG€H·:-t~ICurrent Collateral 
~ for next day value only if the settlement instructions are matched by 17.30 
{london time). The Clearing House wHI check that the transaction has been fulfilled by 
08.00 on SeWemeA~Date,settlemeot date, Any shortfall will be called in cash via the 
PPS system and will not be returned the same day. 

4.16.3 Decrease and Closing Procedure 

Last instruction deadline to the Clearing House for (London 
Time): 

Euroclear Bank Clearstream 

Same day settlement 16.00 15.00 

Next day settlement 16.00 (S-1) 15.00 (S-1) 

Sufficient oover.Collateral: 

Where the Clearing Member has sufficient GGverCQIIatera1 available the release or 
closure of the triparty transaction will be processed S2[bthe same day and the 
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ooverreduction will be taken into account balaRsefor the puroose of calculating the 
Clearing Men ll?eF-Will-l:fP.-rleGFeaseek.tGGGttURgl-yMember's Curr:ent Collateral value. 

Insufficient GavefCQIIateral: 

Where the Clearing Member has insufficient ec:>Va1 Collateral to release the triparty 
transaction the GOV9F--CIGSG~RlCiearing Member's current Collateral Value will b.e 
deemed to be decreased overnight. The following morning the Clearing House will only 
release the triparty transaction after 09.00 When any PPS cash calls have been 
confirmed. 

4.17 Precious Metals 

4.17.1 General information 

Only Clearing Members who have been approved to Gle-ai'LGF-!clear LCH EnCiear OTC 
Contracts in the Precious Metals Division and/or HKMEx Service Clearing Members are 
eligible to provide Precious Metals as G~ollateral to cover liabilities. 

Clearing Members may lodge Precious Metals in unallocated form via a London 
Precious Metals Clearing Ltd (LPMCL) Clearing Member (referred to as Collateral 
Agents in this procedure) by transferring to the LCH.Ciearnet Ltd Unallocated Precious 
Metals account: 

• Barclays Bani~ pic (SWIFT BARCGB22PMD) 

• ale LCH Collateral Account 

• ale 32989 

Once the Clearing House has converted it into allocated form, the Precious Metals can 
then be used as G<:.!Vt3t:Collateral. The Clearing House Collateral Agent may allocate the 
Precious Metals to more than one vault and the value of the Precious Metals shall be 
determined by the Clearing House upon allocation. 

In these procedures, "S" refers to settlement day, "S-1" f.Q__the business day pnor to 
settlement day, "S+1" .tQthe business day after ~settlement day. 

This service will not be operational on UK Bank Holidays. 

Please refer Appendix 4M and 4N for information on Lodgement and Release forms. 

4.17 .2 Lodgement Procedure 

The Clearing Member should complete a separate Lodgement Form for each traosfet of 
s;~_precious metaiiGflgP.J~tentlo the Cl.e.aring House. 

4.17. 3 Lodgement Form submitted on S 

(a) By 11 :00 hours (London time) on S. 

The Clearing Member must submit to the Clearing House a completed Lodgement 
Form (AppendiX 4M) and ensure that a '1pay" transfer instruction has been given to 
lneif@ Collateral Agent to credit the Clearing House's Unallocated Precious Metals 
account with its Collateral Agent 
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Lodgement forms wlll not be accepted after 11:00 hours (London time) on S for 
lodgement that day. 

(b) By 16:00 hours. 

If the lodgement is approved the Clearing House will enter an unallocated precious metals 
transfer instruction to the Clearing House Collateral Agent to receive the Unallocated 
Precious Metal. 

Upon approval of the lodgement 1t is the Clearing Member's responsibility to ensure that 
llce~r.iis. Collateral Agent has entered a transfer instruction to pay the Clearing House. 

The cut off time to match the unallocated gold bullion is 16:00 hours. 

(i) If the Clearing Member's transfer instruction fails to match the 
Clearing House's transfer instruction by 16:00, the Clearing House will 
withdraw its transfer Instruction. 

(c) Once the transfer instructions have been matched and the Precious Metal 
credited to the Clearing House's account its Collateral Agent will, by the end 
of the day, allocate the Precious Metal. 

(i) Only upon completion of the allocation of the precious metal ~~will 
value ~iven overnight te-eever-mm~H':I-~ia~B~tiesso that the pc.ec!Q.us 
metal will be taken iuto account fou:alcul.ating the Clearlng,Mem~ 
Current Collateral Value on the following business day. 

4.17.4 Release Procedure 

The Clearing Member should complete a separate Release Form for each reguesl..fur...a 
transfer of precious met.a~ease-r~estmeta ls from the Clearing House. 

4.17.4.1 

(a) 

(b) 

Release Form submitted on S-1 

By 15:30 hours (London time) the day prior to release date (S-1 ), the Clearing 
Member must submit to Treasury Operations a completed Release Form 
(Appendix 4N) and ensure that a "receipt" transfer instructron has been given 
to t110 ifi.ts Collateral Agent to receive Precious Metal from the Clearing 
House's Unallocated Precious Metals account for the next value date (S); 

The Clearing House will adjust the member's. cellateralcalculat!oo of the 
Cleanog Member's Current Collateral Value based on their utilisation: 

(i) Where the Precious Metal is utilised asto cover exis.tin_g margin 
coverobligations, it may be released on S, provided that: 

• The Clearing Member has submitted a completed Release Form 
to the Collateral teams by 15:30 hours S-1 day; and 

• The Clearing House has received confirmation of any PPS Calls 
for cover from the PPS Banks and that all calls are met on S at 
09:00. 

LCH. C/earnet Umited © 2013 15150209-3-3Q-v0.14 70-40§60876 November 2013 
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4.17.4.2 

(a) 

(b) 

On S (Release day) 

After 09:00 when any necessary overnight margin liabilities have been met, 
the Clearing House will submit transfer instructions to its Collateral Agent to 
credit the member's unallocated precious metals account :~a--[i)er.o.o the basis 
oLtlliL details submitted in the Release form. 

It Is the Clearing Member's responsibility to ensure that its Collateral Agent 
matches this transfer as soon as possible. 

(i) If mf¥;1embers fail to subm1t their transfer instructions and match with 
the Clearing House by 16:00, the Unallocated Gold Bullion will remC!in 
in the Clearing House's Unallocated account. 

4.17.5 Precious Metal Substitutions 

Clearing Members wishing to substitute their utilised Precious Metal for alternative 
G~ollateral types should follow the standard Ljodgemeot procedures for the new 
G~ollateral types. The new l-~ollateral should be of equal or greater value than the 
Precious Metal the Clearing Member is wishing to w}tl•flrr.-Nm b.aYre returne_d. Following a 
successful ber:l9e111CHIJodgement the of the alternative CollatetaL the Clearing House 
will wtlhdt.awtransfer the requested Precious MetaiJQJhe Clearing Member. 

4.17.6 Deliveries 

Clearing Members Wishing to deliver for settlement precious metals, which have been 
leageatraosferred to the Clearing House as G~ollateral, for a delivery will have to 
release the Precious Metals or perform a G~oltateral substitution (cash or non-cash), as 
set out above. Clearing Members must familiarise themselves with the various options 
available and the timings that must be adhered too. Collateral Release Forms should be 
submitted by latest 15:30 hours (London time) on the day prior to delivery and 
RJ;elease. Failure to do so may result in the Clearing House being unable to release the 
Precious Metal in order for the Clearing Member to make delivery. 

4.17 ,7 Transfer and Custody fees 

Clearing Members remain liable for any transfer and custody fees owed on the 
allocated precious metals held on the Clearing House account, as r.~ollateral with the 
Clearing House. 

The Clearing House wllllnvoice the custody fees associated with holding and allocating 
the unallocated prec1ous metal to the Clearing member on a quarterly basis together 
with the unallocated precious metal transfer fees for both delivery and receipt. 

The Clearing House invoices will be sent to members each quarter and will be called by 
PPS on the next business day. 

4.17.8 Special cases 

4.17.8.1 Suspension of Precious Metal: 

The Clearing House may choose to limit the acceptance of certain types of Precious 
Metal from time to time as margin eellat-efZICollateral In respect of Clearing Members' 
margin obligations at its discretion. Such limits may be based on precious metal source, 
type, location, brand or any other quality or characteristic that the Clearing House 

LCH. Clearnel Limited © 2013 16150209-3-30-vO .1470-40500.87...6 November 2013 
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deems appropriate, which Includes any characteristics of ~Clearing Member,§ 
themselves. 

If necessary the Clearing House will post a notice of the suspension/rejection on Its 
website and the same procedure with regards to calling G0Vel'-eellatera1Collateml as per 
Collateral substitution will be followed. 

4 .17.9 lntraday margin calls 

lntraday Margin calls will continue to be fulfilled using cash v1a PPS within 1 hour. 

LCH. Clearnel Limited© 2013 17.150209-3-30-v0.147QA.QQ.Q.0876 November 2013 
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From: 

APPENDIX 4A 

PERFORMANCE BOND FORM 

Date: -------------------

On behalf of: 

Account: 

To. LCH.Ciearnet Limited 
Aldgate House 
33 Aldgate High Street 
London EC3N 1 EA 

Attention: LCH.Ciearnet Limited Treasury Operations 

Dear Sirs 

PERFORMANCE BOND NO ................. . 

1. At the request of { .... .... .... , ... .. ..................... . .... .. ...................... ] ("Clearing 
Member") and in consideration of LCH.Ciearnet Limited ("the Clearing House") 
confirming or continuing the membership of the Clearing Member on such basis as 
the Clearing House may determine we hereby undertake to pay to the Clearing 
House on the Clearing House's written demand or demands from time to time without 
set-off or counterclaim or deduction such sum or sums (not exceeding in aggregate 
the amount and in the currency specified in the proviso below) as the Clearing House 
may certify in such demand as being any one or more of: 

1, 1 a sum owed to the Clearing House by the Clearing Member and unpaid 
and/or the amount of any loss, damage, expense or cost of whatsoever 
nature suffered or Incurred by the Clearing House as a result of the failure 
by the Clearing Member to pay any amounts due to the Clearing House, or 

1.2 the Clearing House's estimate of the amount likely to become due 
following any default by the Clearing Member, or 

1.3 the balance finally established by the Clearing House as being due from 
the Clearing Member to the Clearing House and which is in excess of any 
principal amount already paid to the Clearing House by us together with 
(but without prejudice to our obligation to make prompt payment) interest at 
the Specified Rate from the date of receipt by us of demand until the date 
of payment. 

2 Any demand or demands hereunder shall be In the form of the Schedule. as nearly 
as circumstances admit and amended as appropriate. 
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3 Any demand of the nature set out in paragraph 1.2 above must state that it is an 
estimate and incorporate an undertaking to repay to us the excess (if any) of the 
amount paid by us over the amount of the liability of the Clearing Member when 
finally established together with interest on such excess from receipt thereof by the 
Clearing House until repayment to us. Such Interest shall be calculated at the 
consecutive monthly depostt rates offered by HSBC Bank pic for equivalent amounts 
throughout the period in question. 

4 Any such demands as aforesaid shall be conclusive evidence as between the 
Clearing House and us of our liability to the Clearing House for the amount stated 
therein, PROVIDED ALWAYS that:-

4.1 Our maximum aggregate liability in respect of all demands hereunder shall 
not exceed [currency .. .... ..... ... ] [amount ........ ... . .. . .. , ...... .. ... ....... ....... ... ) 
exclusive of interest due in respect of late payment by us. 

4.2 This undertaking shall remain in force until the Termination Date, which shall 
be the earlier of: 

4.2.1 [ ....... ..... , .. .. .... ... ..... ... .... ]'; or 

4.2.2 14.00 hours in London immediately following the expiry of 14 clear 
days' notice (disregarding the day of service itself) by us to the 
Clearing House in writing to that effect. We agree that any such 
notice to the Clearing House, marked for the attention of 
LCH.Ciearnet Limited Treasury Operations, will be delivered by us 
to the Clearing House during Its normal business hours for the 
conduct of such business at the Clearing House's address stated 
above (or at such address notified to us by the Clearing House in 
writing) . 

4.3 After the Termination Date we shall not be liable except that ln respect of a 
Clearing Member in relation to which a demand shall have been received by 
us (not being expressly described as a final demand pursuant to paragraph 
1.3 above) prior to the Termination Date the Clearing House shall be entitled 
to make further demands (but not so as to cause our maximum aggregate 
liability hereunder to be exceeded) not later than 3 months from the 
Termination Date. 

4.4 Any demand must be received by us during our normal business hours for the 
conduct of such business and at [., ...... ..... .. ........... .. ...... .. ...... ..... ..... .. 

](or such other address in London as we may from time to time notify you for 
the purpose and which you accept in writing) prior to the Termination Date or 
the expiry of the 3 month period mentioned in paragraph 3.3, where 
applicable. 

5 For avoidance of doubt our liability hereunder shall not be affected by any time or 
indulgence given to or compounding with the Clearing Member or any illegality or 
invalidity in relation to the purported obligations to the Clearing House of the Clearing 
Member or by any changes from time to time in relation to any rules or regulations 
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from time to time affecting the Clearing House's relations with the Clearing Member 
or by any act matter or thing which but for this provision might have operated to 
exonerate us as a surety. 

6 The expression "Specified Rate" shall mean:-

6.1 in relation to an amount expressed in Sterling, the Base Rate for the time 
being of HSBC Bank Pic. and 

6.2 In relation to an amount expressed in another currency, the day to day Bid 
Rate quoted by HSBC Bank Pic at or about 11 .00 hours in London for 
overnight deposits of such currency in the London Interbank Market. 

7 This undertaking shall be governed by and construed in accordance with English 
Law. The International 'Standby Practices ('ICC Publication ISP 98) apply except to 
the extent of any inconsistency wlth the terms of this letter. 

Full Name: 

Position: 
Signed: 

Insert 14.00 hours in London on specific termination date, if required. If no date 
is stated, the guarantee will remain in force until determined at 14.00 hours in 
London immediately after the expiry of 14 clear days' notice by us to the Clearing 
House in writing to that effect in accordance with paragraph 4.2.2 above. 
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SCHEDULE 

[On Clearing House Notepaper) 

To: [NAME OF BANK] 

[ADDRESS PER PARA 4.4 OF BOND] 

Dear Sirs 

[NAME OF CLEARING MEMBER] (the ''Clearing Member") 

PERFORMANCE BOND NO [ .. .. ........ ] 

t We refer to your Performance Bond referenced above. Terms defined in the 
Performance Bond have the same meanings where used in this letter. 

2 . [WHERE DEMAND MADE UNDER PARAGRAPH 1.1 OF BOND] 

We now demand payment of [currency/amount]. We certify thai this represents a 
sum owing to the Clearing House by the Clearing Member which remains unpaid 
and/or the amount of any loss, damage, expense or cost of whatsoever nature 
suffered or incurred by the Clearing House as a result of the failure by the Clearing 
Member to pay any amounts due to the Clearing House. 

AND/OR 

[WHERE DEMAND MADE UNDER PARAGRAPH 1.2 OF BOND] 

We now demand payment of [currency/amount]. This represents our estimate of the 
amount likely to become due following a default by the Clearing Member. We 
confirm that this amount represents an estimate and we undertake to repay to you 
the excess (if any) of the amount paid by you over the amount of the liability of the 
Clearing Member when finally established. Any such refund shall be paid together 
with interest in compliance with the terms of paragraph 3 of the Performance Bond. 

AND/OR 

[WHERE DEMAND MADE UNDER PARAGRAPH 1.3 OF BOND] 

We now demand payment of [currency/amount]. We certify that this represents the 
balance finally established by the Clearing House as the amount due from the 
Clearing Member to the Clearing House which is in excess of any amount paid by 
you to the Clearing House pursuant to paragraph 1.2 of the Performance Bond. 

3. Payment should be made lo our account as follows: 

Bank: 

Address: 

Clearing Code: 

Account Number: 

[Other details as appropriate) 
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Yours faithfully 

For and on behalf of 

LCH Clearnet Limited 

Collateral 
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Date: 

APPENDIX 48 

GUARANTEE ("PERFORMANCE BOND") AMENDMENT FORM 

[Bank's Headed Paper] 

To: LCH.Ciearnet Limited 
Aldgate House 
33 Aldgate High Street 
London EC3N 1EA 

Re: Guarantee No: 
Date of Issue: 
Amount: 
On behalf of: 
Account: 

l 
J 

[ l 
[Insert the Clearing Member's Name] 
[State "House" or "Client"] 

Collateral 

In consideration of your continuing the membership of [ l (the "Clearing Member"} 
on such basis as you may determine, we hereby agree to amendments to the terms of the 
above mentioned guarantee (the "Performance Bond") as set out in this letter. 

* Our maximum aggregate liability In respect of all demands under the Performance 
Bond, previously stated in the Performance Bond as [ ), shall be 
[increased] [decreased] to [ ), exclusive of interest due In respect 
of late payment by us. The period of our undertaking under the Performance Bond 
previously stated in the Performance Bond to terminate on [ J shall 
be extended and such undertaking shall remain in force until [ ] 
unless otherwise terminated by notice as provided in the Performance Bond. 

* The period of our undertaking under the Performance Bond previously stated in the 
Performance Bond to remain in force until 14 days' notice by us shall terminate on 
the earlier of ( ] or upon 14 days notice by us as provided in ttle 
Performance Bond. 

* The period of our undertaking under the Performance Bond previously stated in the 
Performance Bond to terminate on [ ] shall continue until the expiry of 14 
days' notice by us to you in writing to the effect that the Performance· Bond shall 
expire upon the date specified in such notice. 

The amendments agreed between us and set out in this letter shall come into effect upon the 
date of your signing and returning the attached copy letter to us. This letter amends, 
supplements and shall be construed as part of the Performance Bond. Subject to the 
amendments set out in this letter, the Performance Bond shall remain in full force and effect. 

This letter shall be governed by and construed in accordance with English law 

(*) One or more of these paragraphs to be included as applicable. 

Signed. 
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Guarantee ("Performance Bond'') Amendment Form 

!Bank's Headed Paper) 

Date: 

To: LCH.Ciearnet Limited 
Aldgate House 

Re: 

33 Afdgate High Street 
London EC3N 1 EA 

Guarantee No: 
Date of Issue: 
Amount: 
On behalf of: 
Account: 

I 
1 

[ J 
[Insert the Clearing Member's Name] 
[State •JHouse" or "Client") 

Collateral 

In consideration of your continuing the membership of [ 1 (the "Clearing Member") on such 
basis as you may determine, we hereby agree to amendments to the terms of the above mentioned 
guarantee (the "Performance Bond") as set out In this letter. 

* Our maximum aggregate liability in respect of all demands under the Performance Bond, 
previously stated in the Performance Bond as[ ], shall be [Increased) {decreased) 
to [ ], exclusive of Interest due In respect of late payment by us. 

The period of our undertaking under 
Performance Bond to terminate on [ 
shall remain in force until [ 
provided in the Performance Bond. 

the Performance Bond previously stated in the 
] shall be extended and such undertaking 

] unless otherwise terminated by notice as 

* The period of our undertaking under the Performance Bond previously stated in the 
Performance Bond to remain 1n force until 14 days' notice by us shall terminate on the earlier 
of [ 1 or upon 14 days notice by us as provided In the Performance Bond. 

* The period of our undertaking under the Perfonmance Bond previously stated in the 
Performance Bond to terminate on [ 1 shall continue until the expiry of 14 days' 
notice by us to you in writing to the effect that the Performance Bond shall expire upon the 
date specified in such notice. The amendments agreed between us and set out in this letter 
shall come into effect upon the date of your signing and returning the attached copy letter to 
us. This letter amends, supplements and shall be construed as part of the Performance 
Bond. Subject to the amendments set out In this letter, the Perfonmance Bond shall remain in 
full force and effect. 

This letter shall be governed by and construed in accordance with English law. 

(*) One or more of these paragraphs to be included as applicable. 

Signed; 
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ON DUPLICATE 

We have read the above letter and agree to its terms. 

For and on behalf of LCH.Ciearnet Limited 

Signature: 

Name/Position: 

Date: 

Collateral 
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APPENDIX 4C 

CLIENT CONSENT FORM 

Client Consent Form can be found at the following link: 

http://www.lchclearnet. com/1 mages!Cilent%20Consent%20F orm tcm6-60957 .pdf 

Coffateraf 
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APPENDIX 4DF 

CONTINGENCY MEMBER TRIP ARTY LODGEMENT FORM 

0 I Ul . C l E 1\ R N r 1 MEMBER TRIPARTY LODGEMENT FORM 

EUROCLEAR 

Version 1: July 2007 
Tu LCH.Cie•n.c:t L1nuted ("tho Cl<arin~ llome'1 

I.CII.Cienrnet Limited RerNo· 0000 I A TS 

From Clearing Memb~r (full noone) 

Jlouse/CHent• Mnemonic 

We are entitled to the entire beneficial interest in these securities. 

We acknowledge that these securities may be held by any custodian in any depository, 
securities clearing or settlement system (in the United Kingdom or elsewhere) which may for 
the time being be customarily used in connection with securities of similar kinds on a 
fungible basis and subject to the rules of the relative system and the terms and conditions of 
its operator, and the Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the 
Euroclear clearance system subject to fungibility regime organised by the Belgian Royal 
Decree No.62 of 10 November 1967 promoting the circulation of securities as amended from 
time to time. 

Execution Date 

Signatories for and on behalf of 
The Clearing Member 

Currency Nominal Amount 

1. ___ _ _ _ _ 

(Signature) 

2 ______ _ 

(Signature) 

Date: 

Collateral Giver Collateral Taker 
Account Number Account Number 

(Prinl Name) (Position) 

(Print Name) (Position) 
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APPENDIX 4EG 

CONTINGENCY MEMBER TRIPARTY AMENDMENT FORM 

0 LCII. CLL/\ RN E'I MEMBER TRIPARTY AMENDMENT FORM 

EUROCLEAR 

VersiOn 1; May 2007 
To LCILCI~amer Limned ("I he Clearm~ House''} 

Prom Clenrlnll Member (fullnamo) 

Huu></Ciieol' Mne-tnonie • Please dtlolc as appropriore 

We are entitled to the entire beneficial interest in these securities. 

We acknowledge that these securities may be held by any custodian in any depository, 
securities clearing or settlement system (in the United Kingdom or elsewhere) which may for 
the time being be customarily used in connection with securities of similar kinds on a 
fungible basis and subject to the rules of the relative system and the terms and conditions of 
its operator, and the Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the 
Euroclear clearance system subject to fungibility regime organised by the Belgian Royal 
Decree No.62 of 10 November 1967 promoting the circulation of securities as amended from 
time to time. 

Execution Lodgement 
Date Number 

Signatories for and on behalf of 
The Clealing Member 

Increase/ 
Amount of 
Increase/ Currency 

Decrease 
Decrease 

1. _ _____ _ 

(Signature) 

2 ______ _ 

(Signature) 

Date: 

New Collateral Giver Collateral 
Nominal Account Taker Account 
Amount Number Number 

(Print Name) (Position) 

(Prlnt Name) (Position) 
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APPENDlX 4FH 

CONTINGENCY MEMBER TRIP ARTY CLOSING FORM 

O LCII . CI EAH Nf l MEMBER TRIP ARTY CLOSING FORM 

l'o LCH.Clo:omel !.united ("lhe Cltarmy Bouse") 

f'rom Clearing Member (full oamc) 

Mnemonic Houso/Cilent• 
--~---·------ --·---

Lodgement Closing Date & 
Number Execution Date 

Signatories for and on behalf of 
The Clearing Member 

Currency Nominal Collateral Giver 
Amount Account Number 

1. ---------------
(Signature) (Print Name) 

2 ----- - -------
(Signature) (Print Name) 

Date: 

EUROCLEAR 

Vorslon 1: May 2007 

•Please deiCie es appropriate 

- Collateral Taker 
-Account Number 

(Position) 

(Position) 
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APPENDIX4G 

CONTINGENCY MEMBER TRIPARTY LODGEMENT FORM 

0 I. C If . C L E t\ R N L'l MEMBER TRIPARTY LODGEMENT FORM 

CLEARSTREAM 

version 1: July 2.007 
To LCILCI<3mct Lonutod ("the. Clcanna House") 

LCH Cloamcl L111uted Ref No 

From Clcorins Member (full nnmu) 

House/Client• Mncmonjc •Pieate delete as approptoste 

We are entitled to the entire beneficial interest in these securities. 

We acknowledge that these securities may be held by any custodian in any depository, 
securities clearing or settlement system (in the United Kingdom or elsewhere) which may for 
the time being be customarily used in connection with securities of similar kinds on a 
fungible basis and subject to the rules of the relative system and the terms and conditions of 
its operator, and the Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the 
Clearstream clearance system subject to the fungibility regime organised by the Luxembourg 
Law of 1 August 2001 on the circulation of securities and other financial instruments as 
amended from time to time. 

Execution Date 

Signatories tor and on behalf of 
The Clearing Member 

Currency Nominal Amount 

1. ______ _ 

(Signature) 

2 _ ___ __ _ 

(Signature) 

Date; 

Collateral Giver Collateral Taker 
Account Number Account Number 

(Print Name) (Position) 

{Print Name) (Position) 
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APPENDIX4H 

CONTINGENCY MEMBER TRIPARTY AMENDMENT FORM 

MEMBER TRIPARTY AMENDMENT FORM 

CLEARSTREAM 

Version 1· May 2007 
To LCH.CI<amel L•mile<l (" the Clrarmg Hot~se") 

from Clcnnn11 Member (f~ll nnme} 

llousJCIIen c• Mne1nonoc • Please dcl<le as ~pproprl!lc 

We are entitled to the entire beneficial interest in these securities. 

We acknowledge that these securities may be held by any custodian in any depository, 
securities clearing or settlement system (in the United Kingdom or elsewhere) which may for 
the time being be customarily used in connection with securities of similar kinds on a 
fungible basis and subject to the rules of the relative system and the terms and conditions of 
its operator, and the Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the 
Clearstream clearance system subject to the fungibility regime organised by the Luxembourg 
Law of 1 August 2001 on the circulation of securities and other financial instruments as 
amended from time to time. 

Execution Lodgement 
Date Number 

Signatories for and on behalf or 
The Clearing Member 

Increase/ Amount or 

Decrease Increase/ Currency 
Decrease 

1. ______ _ 

(Signature) 

2 ______ _ 

(Signature) 

Date: 

New Collateral Giver Collateral 
Nominal Account Taker Account 
Amount Number Number 

(Print Name) (Posllion) 

(Print Name) (Position) 
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APPENDIX41 

CONTINGENCY MEMBER TRIP ARTY CLOSING FORM 

0 I Cl l. Cl Fi\HN E I MEMBER TRIPARTY CLOSING FORM 

To I.CH.Ciearnet Limited ("the Cle~ring House") 

Frorn Clcarinll Member (Citll nnmo) 

llous<ICiioot• Mnemonic ··-·------ . ,_ --- ----

Lodgement Closing Date & 
Number Execution Date 

Signatories for and on behalf of 
The Clearing Member 

-

Currency Nominal Collateral Giver 
Amount Account Number 

1. ____ _ _ _ 

(Signature) (Print Name) 

2 ______ _ 

(Signature) (Print Name) 

Date: 

CLEARSTREAM 

Version I: May 2007 

•Please delde as app<opriate 

Collateral Taker 
Account Number 

(Position) 

(Position) 
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APPENDIX 4J 

CONTINGENCY COLLATERAL LODGEMENT FORM 

\J' LCH. CI Lf\I~ N l f 

CONTINGENCY COLLATERAL LODGEMENT FORM 
Version 1: December 2011 

To: LCH.Ciearnet Limited (the "Clearing House") LCH.Ciearnet Limited Ref No: 

From: Clearing Member (full name) .................... .............................. ..... ...... .... ...................................................... .. 

House/Client/Buffer• Mnemonic: ......... ............. .......................... . •Please delete as a.pproprlato 

We are/A client is• entitled to the entire beneficial Interest in these securities. (If a client is entitled to the entire 
beneficial interest, a Client Consent Form must be completed by the client and submitted to the Clearing House.) 

Beneficial Owner Name (full 
name) 

' Please delate aa appropriate 

We acknowledge that these securities may be held by any custodian in any depository, securities clearing or 
settlement system (in the United Kingdom or elsewhere) which may for the time being be customarily used in 
connection with securities of similar kinds on a fungible basis and subject to the ru les of the relative system and the 
terms and conditions of its operator, and tne Clearing House has no responsibility for the performance of any such 
custodian, system or operator and in particular we consent to the securities being held in the Euroclear clearance 
system subject to the fungibility regime organised by the Belgian Royal Decree No. 62 of 10 November 1967 
~rQmoting the circulation of securities as amended from time to time. 

S~curity Code Nurober Settlement Date Trade Dale Amount1Nomlnal Valu& 
Description of 

Security. _ 

Delivery from: Depository/Agent 

(for US Securities, Broker Code): 

Account Holder: 

Account Number: 

Beneficial Owner Italian Tax ID: 

Delivery to: 

BONY (US 
Owners) 

BONY (Non
US Owners) 

Citibank (US 
Owners) 

735136 735137 090401 

Signatories for and on behalf of the 
Clearing Member: 1· 

Cltibank (Non
US Owners) 

090372 

(Signature) 

2. 

(Signature) 

Date: 

Euroclear 
Bank 

(Global) 

91205 

(Print Name) 

(Print Name) 

Euroclear 
Bank 

(Italian) 

91737 

Euroclear UK & 
Ireland 

(Crestco) 

5165 

(Position) 

(Position) 
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APPENDIX4K 

CONTINGENCY COLLATERAL RELEASE FORM 

0 LCH . CLE/\ RNI: T 

CONTINGENCY COLLATERAL RELEASE FORM 
Version 1: February 2011 

To: LCH.Ciearnet Limited (the "Clearing House") 

From: Clearing Member (full name) ................•.... , ........... ...................................•.................. , ..................... ........... . 

House/Client Account Mnemonic: .. , ... ... ................................... , .. ,. •please deletll as appropriate 

We hereby request_you to release the securities described below. 

Amount/Nominal -Security Code Number 
(e.g,; ISIN) Dellvery_Date Trade Date Value(lssue - Coupon -

Description of 
Security _ Maturity) -

(The Clearing House Ref No: (rrom lodgement form) 

Delivery to: Depository/Agent 

US Securities, Broker Code 

Account Holder: 

Account Number 

Signatories for and on behalf of the 
Clearing Member: 1. 

(Signature) 

2. 

(Signature) 

Date: 

To: THE ABOVE-NAMED CLEARING MEMBER 

The release of the above-mentioned securities is agreed. 

For and on behalf of LCH.Ciearnet Limited Date 

(Authorised Signatory) 

(Print !'lame) 

(Print Name) 

Registered In England No. 25932 Registered Olfico: Aid gate House, 33 Atdgate High Street, london EC3N 1 EA 
Recognised !IS a Clearing House under lho Financial SciVices and Markets Acl2000. 

(Position) 

(Position) 

Time 

LCI·i.CLEARNET LIMITED COPY 
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APPENDIX4L 

LCH.CLEARNET ACCOUNTS FOR DELIVERY OF MARGIN COLLATERAL EXCLUDING 
FCM CLIENT 

Margin Collateral 
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APPENDIX4M 

PRECIOUS METAL COLLATERAL LODGEMENT FORM 

Q LCH.CLEARNET 
Precious Metal Collateral Lodgement 
Form 

Version 11 : April 2011 
LCH. Clearnet Limited Ref No: 

To: LCH.C iearnet Limited (the "C learing House") 

From Clearing Member (full name): 
: 

Ho use/Client Account- Mnemonic; •pjooso dololo us appropriate 
·----·---- --

We are entiUed to the entire beneficial Interest in the Precious Metal described below and wish to provide it by way of security for 
the arrangements described in this Lodgment Form 

We acknowledge that (i) the Precious Metals may be held by the Clearing House in an unallocated account and/or through an 
allocated account via vault of the Clearing House held with or through an Institution ("LPMCL Precious Metals Agent') which is 
a member of London Precious Metals Clearing Limited ('LPMCL' ), (ii) the Precious Metals may be held subjecl to the terms of 
AURUM (lhe electronic matching and settlement system operated by LPMCL), (iii) the Clearing House has no responsibility for 
the performance or, or any default on the part of, any such LPMCL Precious Metals Agen~ LPMCL or any associated custodian, 
system or operator and (iv) we consent to the Precious Metals being held in or through an unallocated and/or allocated account 
on the terms just described. 

Description of Weight Oz (roun!l400oz lots, 
Lodgement date Member Ref Precious Metal minimum 10,000oz) 

AURUM Client name AURUM Client 10 AURUM Client Account Ref 
AURUM members 

Clearer ID 

AURUM account details 

To Barclays Bank pic (SWIFT BARCGB22PMD) 

Clearing House Account No a/c LCH Collateral Account 

a/ c 32989 

Signatories for and on 1. 
behalf of the Clearing 
Member: 

(Signature) (Print Name) (Position) 

2. 

(Signature) (Prini Nairie) (Positron) 

Dale: 

To~ THE ABOVE-NAMED CLEA RING MEMBER 

We accept the Precious Metal as "Charged Property• transferred to us under the Charge over Precious Metals which you have 
executed in our favour and, Where necessary or appropriate for these purposes, the Precious Meta.! shall be included in the 
Schedule to the Form of Charge over Precious Metals as Charged Property in order lo complete the collateral arrangements. 

For and on behalf of 
Dale: Time: 

LCH Clearnet Limited -·-- - .. ' . ' .... -.... -........ 
(Authorised Signatory): - ..... . --
25932 Regislered Office: Aldgate House. 33 Aldgate High Street, London EC3N 1 EA 
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APPENDIX4N 

Q LCH.CLEARNET 
Precious Metal Collateral Release Form 

Version 11: April 2011 
LCH.Ciearnet Limited Ref No: 

To: LCH.Ciearnet limited (the "Clearing House") 

From Clearing Member (full name): 

. 
House/Client Account• Mnemonic: •pteue doloto as appropriete 

.... 

We hereby request you to delete the Precious Metal described below from The Schedule of the Charge over Precious Metals 
which we have executed In your favour. 

Description of Weight Oz (round 400ozlots, 
Release date Member Ref Precious Metal minimum 10,000oz) 

AURUM Client name AURUM Client ID AURUM Client Account Ref 
AURUM members 

Clearer ID 

AURUM account details 

To Barclays Bank pic (SWIFT BARCGB22PMD) 

Clearing House Account No a/c LCH Collateral Account 

a/c 32989 

Signatories for and on 1. 
behalf of the Clearing 
Member. 

(Signature) (Print Name) (Position) 

2. 

(Signature) (Print Name) (Position) 

Date: 

To: THE ABOVE-NAMED CLEARING MEMBER 

The deletion of the above-mentioned Precious Metal from The Scnedule or the Charge over Precious Metals which you have 
executed in our favour is agreed. 

For and on behalf or 
Date: 

Time· 
LCH Clearnet Limited - . . 
(Authorised Signatory): .. ... ... ... ... . -
Registered in England No. 25932 Registered Office: Aldgate House, 33 Aid gale High Street. London EC3N 1 EA 

Recognised as a Clearing House under the Financial Services and Markets Act 2000. LCH.CLEARNET LIMITED COPY 
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8. DISCIPLINARY PROCEEDINGS 

8.1 SCOPE OF THIS PROCEDURE 

All Clearing Members are subject to Disciplinary Proceedings pursuant to Section 8 
of these Procedures (the "Disciplinary Procedures"). 

Any alleged breach by a Clearing Member of an obligation set out in the Rulebook 
(the "Alleged Breach"} may be dealt with in accordance with the provisions of these 
Disciplinary Procedures. 

These Disciplinary Procedures are without prejudice to: 

(a) any action and/or measures that may be taken by the Clearing House based 
on any other procedure set out In the Rulebook including, without limitation, 
the right of the Clearing House to issue a Default Notice under the Default 
Rules; 

(b) the Clearing House's right to take no action where it considers that taking 
action would be disproportionate or otherwise, In its discretion; 

(c) any provision of Applicable Law concerning enforcement by the Regulatory 
Body. 

8.2 INVESTIGATION PROCEDURE 

Subject to the provisions of Paragraph 8.3, the investigation of an Alleged Breach 
pursuant to these Disciplinary Proceedings shall be handled in accordance with this 
Paragraph 8.2. 

(a) Opening of the Investigation Procedure 

When the Clearing House commences proceedings to Investigate an Alleged 
Breach: 

(i) the Clearing House shall send a written notice to the Clearing 
Member, setting out details of the Alleged Breach, Including a 
summary of the facts relied on in sufficient detail for a reasonable 
person in the Clearing Member's position to properly understand and 
respond to the allegations made against it; 

(ii) the Clearing House shall identify a suitably senior representative of 
any entity of the LCH. Clearnet group organisation that shall lead the 
investigation procedure on behalf of the Clearing House and shall 
inform the Clearing Member who this representative will be in the 
written notice which is sent in accordance with sub-paragraph (i) 
above; 

(iii) Following receipt of the written notice sent in accordance with sub
paragraph (i) above, the Clearing Member shall be permitted to (x) 
raise objections in writing to the Alleged Breach of which it has been 
notified and/or (y) raise objections to the identity of the representative 
that is to lead the investigation procedure, on grounds of conflicts of 
interest, within 48 hours. Where an objection is raised, either the Chief 
Executive Officer of the Clearing House or the Chief Compliance 
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Officer shall discuss the perceived conflict of interest with the Clearing 
Member within 24 hours and shall make a decision on whether an 
alternative representative needs to be Identified for the purposes of 
sub-paragraph (ii) above; 

(iv) the Clearing Member shall be required to provide any information, 
copies or records and documents that may be reasonably requested, 
in connection with the examination of the Alleged Breach, to the 
Clearing House, save that the Clearing Member shall not be 
compelled to disclose any information which it is prohibited from 
disclosing by virtue of Applicable Law or regulation, as a result of 
agreements signed with third parties or as a result of legal 
professional privilege (in which case the Clearing Member shall 
provide the Clearing House with proof of such prohibition). The 
Clearing Member is permitted to request that the Clearing House 
provides to it copies of the documentation it relies on during the 
investigation, provided that the Clearing House shall not be required to 
reveal any information which it deems to be confidential; 

(V) the Clearing House may send a representative (being either the 
representative identified as leading the investigation procedure on 
behalf of the Clearing House or another representative) to the 
Clearing Member's offices at any time during normal business hours, 
having provided reasonable notice (being proportionate to the 
seriousness of the Alleged Breach) to the Clearing Member as part of 
the investigation procedure. The Clearing Member shall only be 
entitled to refuse access to such representative in the event of a 
substantiated conflict of interest. The Clearing Member shall make 
available all information, records, and documents kept by the Clearing 
Member, that may be reasonably required for the examination of the 
Alleged Breach, to the Clearing House's representative; and 

(vi) the Clearing Member shall exercise best endeavours to procure the 
attendance of any of its directors, officers, employees, agents and 
representatives, as may be reasonably requested, at a specified time 
on reasonable notice (at either the offices of the Clearing House or 
those of the Clearing Member) in order to answer questions or provide 
explanations that may be relevant tor the examination of the Alleged 
Breach. 

(b) Report 

Following the conclusion of the investigation procedure, the Clearing House 
shall : (i) notify the Clearing Member; and (ii) produce a written report (the 
"Report") in relation to the Alleged Breach and provide it to the Clearing 
Member, within no more than 14 days as from the notification by the Clearing 
House of the conclusion of the investigation procedure. 

The Report shall contain the findings of the Investigation, reference the 
provision of the Rulebool~ allegedly breached by the relevant Clearing 
Member and Indicate the Clearing House's Intended course of action in 
relation to the Alleged Breach, being either: 
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(i) 

(ii) 

(ii i) 

Dlsciplinarv Proceedings 

to proceed with Disciplinary Proceedings, in accordance with these 
Disciplinary Procedures, if the Clearing House believes there to be 
prima facie evidence of the Alleged Breach having been committed; 

to discontinue these Disciplinary Proceedings and refer the matter to 
the Chief Executive Officer of the Clearing House to take action in 
accordance with the provisions of the Rulebook if the Clearing House 
believes there to be prima facie evidence of the Alleged Breach 
having been committed but the sanctions set out in Paragraph 8.4 of 
these Disciplinary Procedures are, in the Clearing House's reasonable 
opinion, inadequate; or 

to take no further action 

(c) Disciplinary Committ-ee Formation 

Where the Clearing House determines that it wishes to proceed with 
Disciplinary Proceedings in accordance with Paragraph 8.2(b)(i) above, it will 
convene a "Disciplinary Committee" consisting of; 

(i) The Chairman of the Risk Committee of the Clearing House, or his 
representative; 

(ii) The Chief Compliance Officer, or his representative; 

(Iii) The Chief Risk Officer, or his representative, and 

(iv) Two members of the Executive Committee of LCH.Ciearnet Group 
Limited. 

Details of the precise composition of the Disciplinary Committee shall be 
provided to the Clearing Member as part of the Report, as appropriate. 

(d) Clearing Member Response 

The Clearing Member shall respond to the Disciplinary Committee, within 14 
days of receiving a Report which indicates that the Clearing House intends to 
proceed with Disciplinary Proceedings, providing a statement of defence 
responding to the allegations. 

If no response has been received by the Disciplinary Committee within 14 
days or such extended period as has been agreed between the Clear1ng 
Member and the Disciplinary Committee, the Clearing House shall be relieved 
of its obligations to follow the remaining steps of the investigation procedure 
(as set out in Paragraph 8.2(e) below) and the Disciplinary Committee may 
instead make a determination in respect of the Alleged Breach and issue its 
Recommendation to the Clearing House as provided for in Paragraphs 8.2(g) 
and 8.2(h) below. 

(e) Exploratory Meetings 

Once the Clearing Member has responded to the Report, either the Clearing 
Member or the Disciplinary Committee can, with1n 7 days, request a meeting 
with the other party to ask further questions and discuss the Alleged Breach 
(the "Meeting")-

LCH. Clearnet Limited© 201 r~ 4- - , !.tnuwy -20.1 ,> November . 



Procedures Disciplinary Proceedings 

Unless otherwise agreed between the Clearing Member and the Disciplinary 
Committee, the Meeting will be held at the Clearing House's offices in 
London, provided that, if appropriate, the Meeting may take place at the 
Clearing House's offices in New York, within 14 days from the request for a 
Meeting. 

The Disciplinary Committee and the relevant Clearing Member are each 
entitled to bring to the Meeting any person relevant to the Disciplinary 
Proceedings which includes but is not limited to the following: 

(i) relevant exp~rts, 

(II) legal advisors; and 

(iii) accounting advisors. 

the Clearing House and/or the Clearing Member shall only be entitled to 
object to the attendance by any of the above if there is a substantiated conflict 
of interest. 

The Disciplinary Committee shall, in addition, invite the Clearing House 
representative that led the investigation procedure to attend the Meeting. 

The Disciplinary Committee shall, subject to the provisions of these 
Disciplinary Proceedings, decide upon its own procedure for conducting the 
MeeUng and considering and determining the matters to be discussed in the 
course of the Meeting, on the basis of the Report, the Clearing Member's 
response to the Report. and such other information and documentation as tne 
Disciplinary Committee considers appropriate. A secretary will be appointed 
to keep minutes of the Meeting. 

The Disciplinary Committee may reasonably request further or other 
documentation and information from the Clearing Member, save that the 
Clearing Member shall not be compelled to disclose any information which it 
is prohibited from disclosing by virtue of Applicable Law or regulation, as a 
result of agreements signed with third parties or as a result of legal 
professional privilege (in which case the Clearing Member shall provide the 
Clearing House with proof of such prohibition). 

The matters discussed at the Meeting are confidential. The Disciplinary 
Committee and the Clearing Member must ensure that any persons attending 
the Meeting are subject to a confidentiality agreement. 

To ensure the efficiency of the Meeting, neither the Disciplinary Committee 
nor the Clearing Member shall bring more than six representatives, unless 
otherwise agreed. 

(f) Determination 

Having considered the Report, the Clearing Member's response to the 
Report, any other Information and documentation provided to the Disciplinary 
Committee in accordance with Paragraph 8.2(e) above and conducted the 
Meeting, the Disciplinary Committee must determine whether, in its view, the 
Alleged Breach has been committed. 

LCH. C/earnet Limited© 201 -1-~ 



Procedures Disciplinary Proceedings 

The Disciplinary Committee shall make its determination, in accordance With 
this Paragraph 8.2(f), by a majority of the attendees, provided that no 
determination shall be made without a quorum of three (3) Disciplinary 
Committee members being in attendance. 

In the event of a tie, the Chairman shall have a casting vote. 

For the avoidance of doubt, the Disciplinary Committee shall not be bound to 
comply with any rule of Applicable Law or court procedure In respect of the 
admissibility of evidence and may, in its discretion, accept, any finding of fact 
by: 

(i) a relevant Regulatory Body; 

(ii) a Governmental Authority; or 

(iii) the courts of England and Wales in connection with a Dispute. 

(g) Recommendation 

Within 7 days of the later of: 

(i) the Clearing Member's response to the Report; and 

(1i) the date of the Meeting, if applicable, 

the Disciplinary Committee shall communicate its determination, made in 
accordance with Paragraph 8.2(f) above, to the Clearing House (the 
"Recommendation'). 

The Disciplinary Committee shall set out in its Recommendation the grounds 
on which the Disciplinary Committee has determined that the Alleged Breach 
has or has not been committed and its proposal as to the sanctions. if any, 
that should be imposed by the Clearing House upon the Clearing Member 
pursuant to Paragraph 8.4 of these Disciplinary Procedures. 

This Paragraph 8.2(g) is without prejudice to the rights of the Disciplinary 
Committee to recommend that these Disciplinary Proceedings be 
discontinued and refer the matter to the Chief Executive Officer of the 
Clearing House to take action in accordance with the provisions of the Rules 
if the Disciplinary Committee has determined that the Alleged Breach has 
been committed but the sanctions set out in Paragraph 8.4 of these 
Disciplinary Procedures are, in the Disciplinary Committee's reasonable 
oprnion, inadequate 

(h) Decision Notice 

Following receipt of a Recommendation, pursuant to Paragraph 8.2(g) above, 
the Clearing House must decide whether or not to sanction the Clearing 
Member in accordance with Paragraph 8.4 of these Disciplinary Procedures 
or otherwise in accordance with the provisions of the Rules. 

For the avoidance of doubt, the Clearing House shall not be bound by the 
terms of the Recommendation of the Disciplinary Committee. 
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A decision by the Clearing House in accordance with this Paragrapl"' 8.2(h) 
will be made by the Chief Executive Officer of the Clearing House or another 
suitably senior executive of the Clearing House. 

Within 14 days of receiving a Recommendation , the Clearing House must 
notify the Clearing Member of its decision by registered mail to the address 
notified to the Clearing House in Its admission application (the "Decision 
Notice"). 

A Decision Notice shall include details of the grounds on which the Clearing 
House has come to its decision and the sanctlon(s), if any, to be imposed 
against the Clearing Member by the Clearing House pursuant to Paragraph 
8.4 below or otherwise in accordance with the provisions of the Rules. 

(i) Action 

Notw1thstanding any decision by the Clearing House to convene a 
Disciplinary Committee and proceed with Disciplinary Proceedings in 
accordance with Paragraphs 8.2(c) to 8.2(1) above, the Clearing House may 
at any time choose to: 

(i) discontinue the Disciplinary Proceedings; 

(ii) determine that, in light of the relevant facts and circumstances, no 
sanction should be imposed upon the relevant Clearing Member 
pursuant to Paragraph 8.4 below or otherwise in accordance with the 
provisions of the Rules; 

(Ill) take alternative action in accordance with the provisions of the Rules 
(including, without limitation, suspension or termination of the Clearing 
Member's membership of the Clearing House pursuant to the 
Rulebook and/or the issuance of a Default Notice in respect of such 
Clearing Member in respect of the Clearing Member pursuant to the 
Default Rules) , in which case the Clearing House shall be deemed to 
have institu!ed Disciplinary Proceedings in respect of the Alleged 
Breach; or 

(iv) amend the scope of matters being considered by the Disciplinary 
Committee by amending the Report to add, delete or alter any detail of 
the Alleged Breach or to add detail of an additional Alleged Breach. 
For the avoidance of doubt, where the Report is amended in this way, 
the provisions of this Paragraph 8.2 will apply (and, unless otherwise 
agreed between the Clearing Member and the Disciplinary Committee, 
any timing specified in this Paragraph 8.2 Will restart) in respect of the 
amended Report. 

8.3 IMMEDIATE MEASURE 

Where the Alleged Breach comprises a breach of: 

(a) any of a Clearing Member's obligations set out in the Rulebook when sLlch 
breach constitutes a threat to the integrity or safety of the Clearing House or 
increases the risk exposure of the Clearing House or other Clearing 
Members; 
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(b) a Clearing Member's obligation to satisfy the relevant membership criteria 
pursuant to Section 1 of the Procedures; 

(c) a Clearing Member's obligation to provide information and reporting to the 
Clearing House pursuant to Section 1 of the Procedures; 

(d) a Clearing Member's obligations to submit its clearing activity to audits and 
inspections pursuant to Section 1 of the Procedures; 

(e) a Clearing Member's obligations to satisfy its record keeping requirements 
pursuant to Section 1 of the Procedures; 

(f) a Clearing Member-:s obligation to R-IFRf&htrapsfer Collateral to the Clearing 
House-w~Ui-MafftiH by the required time in accordance with Regulation 12 of 
the Rulebook and Section 3 of the Procedures, 

the Chief Executive Officer of the Clearing House or the Chief Compliance Officer 
shall be entitled at their sole discretion to, (a) issue a letter to the relevant Clearing 
Member, reminding such member of their obligations under the Rulebook or (b) 
Impose a fine on the Clearing Member in accordance with Paragraph 8.4, without 
being required to follow the procedure set out in Paragraph 8.2 above. In such 
circumstances the Clearing House must notify the Clearing Member of lts decfsion 
and the sanction that is to be imposed by way of a Decision Notice. 

8.4 SANCTIONS 

The Clearing House shall be entitled, in its absolute discretion, to impose the 
following sanctions against a Clearing Member, pursuant to these Disciplinary 
Procedures, provided that any such sanction is proportionate and commensurate 
with the seriousness of the Alleged Breach: 

(a) to impose a fine or require the Clearing Member to make any other form of 
payment In an amount which it considers appropriate; 

(b) public censure, by way of publishing all or part of the decision taken by the 
Clearing House pursuant to Discipltnary Proceedings on the Website; 

(c) suspension for a fixed period, as determined by LCH.Ciearnet Umited In its 
sole discretion from anyone or all of the clearing services offered by the 
Clearing House; 

(d) issuance of a private warning or reprimand; 

(e) termination of the Clearing Membership Agreement; and/or 

(f) any combination of the above. 

8.5 DISPUTING A DECISION 

Where a Clearing Member wishes to dispute the Clearing House's decision to 
impose sanctions listed in Paragraph 8.3 or 8.4, a Clearing Member may, within 28 
days (or such longer period as the Chief Executive Officer of the Clearing House or 
the Chief Compliance Officer may, at their discretion, direct) of receiving the Decision 
Notice in accordance with Paragraph 8.2(h) or 8,3, file an Appeal in accordance with 
Section 11 of the Procedures. In the event that the Clearing Member does not lodge 

LCH. Ctearnet Limited© 201:1-4 8------------------- · .1<-:Jnua1 y.~O-J.r:' November. 



Procedures Dfsciplinarv Proceedings 

an appeal within the relevant timeframe. the decision rendered by the Clearing 
House in connection with the Alleged Breach shall be final and binding. In the event 
that the Clearing Member does lodge an appeal, the results of the appeal process 
shall be final and binding. 

8.6 REPORTING AND PUBLICATION 

The Clearing House shall: 

(a) report on its monitoring procedures in respect of the Rulebook, compliance 
and breaches of the Rulebook to its Regulatory Body pursuant to Applicable 
Law and/or on the basis of any arrangements between the Clearing House 
and any Regulatory Body; 

(b) immediately notify the Regulatory Body of a decision to suspend or terminate 
a Clearing Member's membership rights or declare a Clearing Member to be 
subject to an Eve11t of Default (in each case in accordance with the 
Rulebook); and 

(c) prepare and publish a general report on the application of these Disciplinary 
Proceedings, from time to time but at least once a year, provided however 
that only the details of those Clearing Members who have defaulted or whose 
membership rights have been suspended or terminated by the Clearing 
House shall be disclosed. 

8,7 INFRINGEMENT OF APPLICABLE LAW 

If the Clearing House finds, in the course of the Investigation procedure, or otherwise, 
serious indications of a possible infringement of Applicable Law, it shall report the 
matter to the relevant Regulatory Body as soon as possible 
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1 0. BUSINESS RECOVERY 

10.1 RECOVERY SITUATIONS 

10.2 

10.2.1 

10.2.2 

10.3 

10.3.1 

The Procedures set out in this section are intended to provide Clearing 
Members with a guide to the changes in working practices which would 
follow the invocation of the Clearing House's Business Continuity Plans. 

Due to the uncertain nature of the events which would lead to the need for 
Business Recovery the Clearing House reserves the right to depart from 
these Procedures to meet the characteristics of specific business recovery 
situations. 

These procedures provide for the evacuation or decommissioning of Aldgate 
House. The procedures detail the alterations to the Clearing House's operations 
and also the action to be taken on invocation of the Business Continuity Plans. 

RECOVERY SITUATIONS AFFECTING MEMBERS' OFFICES 

During Office Hours 

Clearing Members that are unable to gain access to their principal office 
accommodation and as a result require the Clearing House assistance should 
contact the Help Desk on +44 (0)20 7426 7200. 

Outside Office Hours 

Clearing Members should telephone the Clearing House on +44 (0)20 7426 
7545, leaving the following information: 

Name: 
Company Name: 
Contact Telephone Number: 
Brief Details of the Nature of the Problem: 

A member of the Clearing House operational staff will then make contact 
regarding any assistance that can be given. 

ALDGATE HOUSE EVACUATION 

Communicating with Clearing Members 

Should the Clearing House be forced to evacuate Aldgate House it will need to 
inform its Clearing Members as soon as practicable. The following sections 
detail a number of different messages that the Clearing House may wish to 
communicate. However, in al l cases the means by which information will be 
disseminated is the same. Information will be communicated to Clearing 
Members by the following methods: 

• broadcast messages on TRS/CPS, and LME Matching and Clearing; 

• facsimile transmissions to Clearing Members designated fax machines; 

• posting messages on www.lchclearnet.com; 
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10.3.2 

10.3.3 

1 0.3.4 

• posting messages on the following toll free number 0800 1 69 69 09; 

• Joint Exchange Committee (JEC) Incident Information Exchange hosted 
by Euronext Liffe. 

Some of the above communications methods can only be used to disseminate 
very short messages. However the toll free number is capable of recording a 
message of up to ten minutes duration, and handllng unlimited concurrent 
connections. It is therefore likely to be the main method used for providing 
Clearing Members with progress reports following an initial broadcast message. 

Evacuation of Aldgate House 

If it is necessary for the Clearing House to evacuate Aldgate House, and if re
entry to the building is unlikely within thirty minutes, Clearing Members will be 
informed by disseminating the following message using the methods described 
in section 10.3.1 above. 

" The Clearing House has been forced to evacuate Aldgate House. Please refer 
to Clearing House Procedures - Business Continuity Arrangements for further 
information." 

At this time all of the activities normally carried out at Aldgate House will have 
ceased, if only temporarily. Clearing Members wilt be kept informed of 
developments as further details become available. 

Please note that the reason for broadcasting the above message is to 
provide Clearing Members with early notification of an evacuation of 
Aldgate House. At this stage no decision will have been taken to invoke 
Business Continuity Plans. See section 10.3.3 below for advice on how 
Clearing Members will be notified of an invocation of the recovery plan. 

Invoking of Business Continuity Plans 

The Clearing House is contracted with a specialist provider for dedicated and 
syndicated work area recovery facilities. The agreement between the Clearing 
House and the provider stipulates that dedicated work area recovery positions 
will be available immediately. Syndicated recovery positions will be available 
within four hours of invocation. 

Depending on the severity of an incident a full or partial invocation of the service 
may be required. 

Limited Invocation 

If the Clearing House's assessment of the incident suggests that reoccupation of 
Aldgate House will be possible within two hours, then it is likely that only the 
mission critical activities (MCA) will be recovered to the recovery site. All other 
activities will cease until Aldgate House becomes available. 

The following message will be posted: 

"The Clearing House has invoked business continuity plans for Its MCA 's. 
Please refer to the Clearing House 's Procedures - Business Continuity 
Arrangements for further information. " 
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10.3.5 

10.3.6 

10.3.7 

10 3.8 

Full Invocation 

Once a decision has been taken to proceed with full invocation of business 
continuity plans Clearing Members will be informed at the earliest opportunity. 
This will be achieved by disseminating the followlng message using the methods 
described in section 1 0.3.1 above. 

"The Clearing House has invol<ed all business continuity plans. Please refer to 
the Clearing House's Procedures - Business Continuity Arrangements for further 
information." 

It is anticipated that a period of approximately two hours will elapse between the 
invocation of full business continuity plans and relocation of recovery teams. 
During this time most of the activities normally carried out at Aldgate House will 
cease. 

Please note that the Clearing House's primary data centre Is not located at 
Aldgate House and so an evacuation of the site will not affect Clearing Members' 
ability to access IT applications. 

Delivery Deadlines 

If the incident occurs close to delivery deadline(s), Clearing Members will, on a 
reasonable endeavours basis, be notified, as appropriate through TRS/CPS or 
LME Matching and Clearing, of any amendment to the deHvery procedures. 

Imminent Expiry of Options 

Clearing Members are reminded that the responsibility for exerc1smg 
options prior to their expiry deadline lies solely with them and that any 
assistance given by the Clearing House is purely on a 'reasonable 
endeavours' basis. If an evacuation of Aldgate House coincides with an 
option expiry, this assistance may cease. 

If the Clearing House's invocation of Business Continuity Plans coincides with an 
option expiry, the notification of Clearing Members' option allocations and the 
deadline for the entry of option exercises may be delayed. 

Collateral 

In order to simplify the Treasury process, it is likely that a number of routine 
Treasury Procedures may be amended or suspended. The Clearing House will 
advise Clearing Members of these changes, through TRS/CPS and LME 
Matching and Clearing as necessary. These may include but are not limited to; 

• the acceptance/release of securities and guarantees; 

• the conversion of currencies; 

• the ability to cover liabilities .using Collateral denominated ) n pther 
currencies-olhert~1an-tl:tei~=-en§ln+.l l-cu! r-en~y . 
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10.3.9 

10.3.10 

•10.3.11 

10.3.12 

10.4 

10.4.1 

Registration of Contracts 

The Clearing House will register new business in accordance with the Clearing 
House procedure in section 2A.5.3. However, the Clearing House reserves the 
right, at Its discretion, to amend the timing of registration as it deems necessary. 
In the event that registration is to be delayed the Clearing House will notify 
Clearing Members as soon as practically possible. 

New Address for Document Delivery 

Following Invocation of the business continuity plans the Clearing House will 
provide new address details for document delivery. Will arrange to have its mail 
forwarded to Its office recovery site. 

Permanent Change of Address 

The Clearing House is able to occupy the recovery site for a maximum of ninety 
consecutive days. If the incident is so serious that the Clearing House is unable 
to reoccupy Aldgate House within this time period, Clearing Members will be 
informed of the proposed new office location ahd contact numbers prior to 
occupation of the premises. This information will be communicated via the 
methods described in section 1 0.3. 1. 

Clearing Members will be informed of the date when the new arrangements will 
take effect. 

Return to Normal 

When the Clearing House is able to resume a normal service a message will be 
disseminated using the methods described in section 1 0.3.1 above. Assuming 
that it has been possible to return to Aldgate House the following message will 
be broadcast. 

"The Clearing House has returned to Aldgate House. Please revert to normal 
contact telephone numbers and procedures." 

If normal working is being resumed at a site other than Aldgate House Clearing 
Members will already have been informed of the new office location and contact 
numbers see section 10.3.11 above. The following message will be broadcast. 

"The Clearing House is resuming normal service at <insert location name>. 
Please use the new contact numbers previously supplied." 

CLEARING HOUSE DATA CENTRE 

Failure of LCH's Data Centre 

If the Clearing House's primary data centre fails during business hours, those 
Clearing House IT systems that are used by Clearing Members will be 
temporarily unavailable while processing ls transferred to the secondary data 
centre. 

10.5 COMPLIANCE WITH BUSINESS CONTINUITY TESTING 
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Clearing Members are required to participate in the Clearing House's Business 
Continuity Planning (BCP) coordination and testing programs, as required by 
CFTC Regulation § 39 18. The Clearing House will notify Clearing Members 
when it intends to carry out any such test via a member circular and via a posting 
on www.lchclearnet.com, at least 90 days in advance. The Clearing House will, 
prior to the date of any such test, provide Clearing Members with further details 
of the steps that will be required under the relevant program. 
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LCH.CLEARNET LIMITED 

(The Financial Services and Markets Act 2000 (Recognition Requirements for 
Investment Exchanges and Clearing Houses) Regulations 2001, Part IV) 

DEFAULT FUND RULES 

14. These Default Fund Rules form part of the Default Rules and the Clearing House 
Rulebook. 

The Default Fund Rules comprise: 

• these general Default Fund Rules (Rules 14 to 37 inclusive}; and 

• Supplements specific to the following Services: Commodities, Equities, 
ForexCiear, Listed Interest Rate Derivatives, RepoClear and SwapCiear. 

Each Supplement establishes a separate default fund specific to the Service to which 
the Supplement relates. The Supplements establish the size of each default fund, the 
basis for calculating Contributions to each default fund, and include supplementary 
provisions addressing cases where the relevant default fund has been utilised. The 
general default fund rules establish the mechanisms, which apply severally to each 
default fund, for utilisation of the default funds, and for other matters common to all 
default funds, 

The allocation by the Risk Committee of the Clearing House of a Contract to a 
particular Service to which a Supplement applies shall be done in accordance with 
the definitions set out in the Supplements, and each decision of the Risk Committee 
In this respect is conclusive. 

Interpretation 

15. Words and expressions assigned meanings in the Clearing House Rulebool~ shall 
have the same meanings in these Default Fund Rules. 

For the purposes of Rules i 5 to 37 (inclusive}, the following terms have the following 
meanings: 

''Aggregate Excess Loss" means, in relation to a Default, the aggregate amount of 
all Excess Losses attributable to all types of Relevant Business In which the defaulter 
was engaged; 

"Business" means any transactions, liabilities or obligations arising out of any 
contract and includes, in relation to the relevant Services, Commodities Business, 
Equities Business, ForexCiear Business, Listed Interest Rate Business, RepoClear 
Business and SwapCiear Business; 

"Capped Amounf' has the meaning assigned to it in Rule 16(c); 

"Contribution" means the contribution of a Clearing Member to a default fund of the 
Clearing House and includes, in relation to the relevant Services, a Commodities 
Contribution, an Equities Contribution, a ForexCiear Contribution, a listed Interest 
Rate Contribution, a RepoCiear Contribution and a SwapCiear Contribution; 
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"Default' means the issue, ih respect of a Clearing Member, of a Default Notice as 
provided for by Rule 3 or the occurrence, in respect of a Clearing Member, of an 
Automatic Early Termination Event; 

"Default Loss" has the meaning assigned to it in Rule 23(b); 

"Determination Date" means the date for calculation of a Contribution, as provided 
for in a Supplement, and includes a Commodities Determination Date, an Equities 
Determination Date, a ForexCiear Determination Date, a Listed Interest Rate 
Determination Date, a RepoCiear Determination Date and a SwapCiear 
Determination Date; 

"EquityC/ear Fund Amount' definition no longer in force: 

"Excess Loss" means, in relation to any R'elevant Business and any Default. the net 
sum or aggregate of net sums certified to be payable by the defaulter by a Rule 26 
Certificate in respect of the Relevant Business, less (a) the proportion of the Capped 
Amount applicable to the Relevant Business under Rule 16(c) and (b) any sums then 
immediately payable in respect of Default Losses for that Relevant Business by any 
insurer or provider of analogous services under any policy of insurance or analogous 
instrument written in favour of the Clearing House, and Includes, in relation to the 
relevant Services, a Commodities Excess Loss, an Equities Excess Loss. a 
ForexCiear Excess Loss, a Listed Interest Rate Excess Loss, a RepoCiear Excess 
Loss and a SwapCiear Excess Loss; 

"Exchange Fund Amount' definition no longer in force; 

'' Insufficient Resources Determination" has the meaning assigned to it in Rule 
C10 of the Commodities Default Fund Supplement, Rule E10 of the Equities Default 
Fund Supplement, Rule F1 1 of the ForexCiear Default Fund Supplement, Rule L 10 
of the Listed Interest Rate Default Fund Supplement, Rule R11 of the RepoCiear 
Default Fund Supplement or Rule S11 of the SwapCiear Default Fund Supplement, 
as applicable; 

"Net Recovery" means any sum received by the Clearing House from or for the 
account of a defaulter after the issue by the Clearing House of a Rule 26 Certificate 
in respect of losses arising upon the defaulter's Default less any amount payable to 
any insurer or provider of analogous services in respect of any amount due from but 
not previously paid by the defaulter; 

"New Membet' means, on the day as at which any Contribution is to be calculated, 
any Clearing Member which either has become a Clearfng Member, or has 
commenced clearing in respect of the relevant Service, slnce the Immediately 
preceding day prescribed for calculating similar Contributions; 

"Relevant Business" means Commodities Business, Equities Business, ForexCiear 
Business, Listed Interest Rate Business, RepoCiear Business or SwapCiear 
Business; 

"Relevant Service" has the meaning given to such term In Rule 33; 

"Resigning Member' has the meaning given to such term In Rule 33; 

"Retiring Member" means at any time any Clearing Member or, as the context may 
require, any former Clearing Member who has given notice to terminate Its Clearing 
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Member status to the Clearing House or in respect of whom the Clearing House has 
terminated or given notice to terminate its Clearing Member status; 

"Rule 26 Cerlificate'' has the meaning assigned to it in Rule 26; 

"Service Closure Paymenr· has the meaning given to such term at Rule R11 (c) of 
the RepoCiear Default Fund Supplement; 

"Supplement' means a supplement specific to a particular Service and includes the 
Commodities Default Fund Supplement, the Equities Default Fund Supplement, the 
ForexCiear Default Fund Supplement, the Listed Interest Rate Default Fund 
Supplement, the RepoCiear DefaUlt Fund Supplement and the SwapCiear Default 
Fund Supplement; and 

"Unfunded Contribution" means the unfunded contribution of a Clearing Member 
referable to a specific Service provided by the Clearing House. 

15A The following terms which are principally used in the Supplements have the following 
meanings: 

"Commodities Business" means any transaction, obligation or liability arising out of 
any Commodities Contract; 

"Commodities Clearing Member' means, for the purposes of these Default Fund 
Rules and the Commodities Default Fund Supplement, a Clearing Member which 
engages in Commodities Business; 

"Commodities Contracts" includes, for the purposes of these Default Fund Rules, 
all commodities contracts cleared by the Clearing House; 

"Commodities Contribution" means the amount of a Commodities Clearing 
Member's Contribution determined in accordance with the Commodities Default Fund 
Supplement and shall include any relevant Unfunded Contributions deposited and 
made by the Commodities Clearing Member with the Clearing House; 

"Commodities Default Fund Supplement' means the supplement to these Default 
Fund Rules relating to Commodities Business; 

"Commodities Determination Date" has the meaning assigned to "Determination 
Dale" in Rule C2(c); 

"Commodities Excess Loss'' means the net sum or aggregate of net sums certified 
to be payable by a defaulter by a Rule 26 Certificate in respect of Commodities 
Business, less (a) the proportion of the Capped Amount applicable to Commodities 
Business under Rule 16(c) and (b) any sums then immediately payable in respect of 
Commodities Business Default Losses owed by such defaulter by any insurer or 
provider of analogous servlces under any policy of insurance or analogous 
instrument written in favour of the Clearing House; 

"Commodities Fund Amount' means the amount of the commodities default fund 
established from time to time pursuant to the Commodities Default Fund Supplement; 

''Commodities Service" means the clearing service of the Clearing House relating to 
Commodities Business; 
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''Defaulting FXCCM" means an FXCCM who is a defaulter under Rule 4; 

"Defaulting RCM" means an RCM who is a defaulter under Rule 4; 

"Defaulting SCM' means an SCM who is a defaulter under Rule 4; 

"EON/A" means, in relation to a RepoCiear Contribution, the overnight rate as 
calculated by the European Central Bank and appearing on the Reuters Screen 
EONIA Page or, if such rate is not available, such EONIA-IInked rate as may be 
determined in light of market conditions at such time by the Clearing House and 
notified by the Clearing House to Clearing Members; 

"Equities Business" means any transaction, obligation or liability arising out of any 
Equities Contract; 

"Equities Clearing Member" includes, for the purposes of these Default Fund Rules, 
a Clearing Member which engages in Equities Business and includes an EquityCiear 
Clearing Member; 

"Equities Contracts" Includes, for the purposes of these Default Fund Rules, all 
cash equity contracts, CFDs and equity derivative contracts cleared by the Clearing 
House; 

"Equities Contribution" means the amount of an Equities Clearing Member's 
Contribution determined in accordance with the Equities Default Fund Supplement 
and shall include any relevant Unfunded Contributions deposited and made by the 
Equities Clearing Member with the Clearing House; 

"Equities Default Fund Supplement' means the supplement to these Default Fund 
Rules relating to Equities Business; 

,;Equities Determination Date" has the meaning assigned to "Determination Date" 
in Rule E2(c); 

"Equities Excess Loss" means the net sum or aggregate of net sums certified to be 
payable by a defaulter by a Rule 26 Certificate in respect of Equities Business, less 
(a) the proportion of the Capped Amount applicable to Equities Business under Rule 
16(c) and (b) any sums then immediately payable in respect of Equities Business 
Default Losses owed by such defaulter by any insurer or provider of ana.logous 
services under any policy of insurance or analogous instrument written in favour of 
the Clearing House; 

"Equities Fund Amounf' means the amount of the equities default fund established 
from time to time pursuant to the Equities Default Fund Supplement; 

"Equities Service'' means the clearing service of the Clearing House relating to 
Equities Business; 

"Fed Funds Rate" means the Federal Funds Rate as published by the Federal 
Reserve Bank of New York or, if such rate is not available, such Fed Funds-linked 
rate as may be determined in light of market conditions at such time by the Clearing 
House and notified by the Clearing House to Clearing Members; 

'
1ForexCiear Amendment' has the meaning assigned to it in Rule F12 of the 
ForexCiear Default Fund Supplement: 
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"ForexCiear Business" means any transaction , obligation or liability arising out of 
any ForexCiear Contract; 

"ForexCiear Clearing Member' or "FXCCM" means. for the purposes of these 
Default Fund Rules and the ForexCiear Default Fund Supplement, a Clearing 
Member which engages in ForexCiear Business; 

"ForexCiear Contribution" means the amount of an FXCCM's Contribution 
determined in accordance with the ForexCiear Default Fund Supplement and shall 
include any ForexCiear Unfunded Contributions deposited and made by the FXCCM 
with the Clearing House; 

"ForexCiear Default Fund Supplement' means the supplement to these Default 
Fund Rules relating to ForexCiear Business; · 

"ForexCiear Default Management Process" has the meaning assigned to It in the 
ForexCiear DMP Annex; 

"ForexCiear Default Management Process Completion Date" has the meaning 
assigned to it in the ForexCiear DMP Annex; 

"ForexCiear Default Period' has the meaning ascribed to it in Rule F2 of the 
ForexCiear Default Fund Supplement, 

"ForexCiear Determination Date" has the meaning assigned to it in Rule F2 of the 
ForexCiear Default Fund Supplement; 

"ForexCiear DMG" has the meaning assigned to it in the ForexCiear DMP Annex; 

"ForexCiear Excess Loss" means the net sum or aggregate of net sums certified to 
be payable by a defaulter in respect of ForexCiear Business by a Rule 26 Certificate 
less (a) the proportion of the Capped Amount applicable to ForexCiear Business 
under Rule 16(c) and (b) any sums then immediately payable in respect of 
ForexCiear Business Default Losses owed by such defaulter by any Insurer or 
provider of analogous services under any policy of insurance or analogous 
instrument written in favour of the Clearing House; 

"ForexCiear Fund Amount' means the amount as determined in accordance with 
Rule F2(c) of the ForexCiear Default Fund Supplement; 

"ForexCiear Loss Distribution Process" has the meaning assigned to it in Rule F9 
of the ForexCiear Default Fund Supplement; 

"ForexCiear Unfunded Contribution'' has the meaning assigned to it in Rule F8 of 
the ForexCiear Default Fund Supplement; 

"ForexCiear Unfunded Contribution Notice" has the meaning assigned to it in F8 
of the ForexCiear Default Fund Supplement; 

"ForexCiear Voluntary Payment' has the meaning assigned toil In Rule F10 of the 
ForexCiear Default Fund Supplement; 

"ForexCiear Voluntary Payment Notice" has the meaning assigned to it in Rule 
F1 0 of the ForexCiear Default Fund Supplement; 
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''Listed Interest Rate Business" means any transaction, obligation or liability arising 
out of a Listed Interest Rate Contract; 

"Listed Interest Rate Clearing Member' means, for the purposes of these Default 
Fund Rules and the Listed Interest Rate Default Fund Supplement, a Clearing 
Member which engages in Listed Interest Rate Business; 

"Listed Interest Rate Contract' Includes, for the purposes of these Default Fund 
Rules, all listed interest rate derivative contracts cleared by the Clearing House; 

"Listed Interest Rate Contribution" means the amount of a Listed Interest Rate 
Clearing Member's Contribution determined in accordance with the Listed Interest 
Rate Default Fund Supplement and shall include any relevant Unfunded 
Contributions deposited and made by the Listed Interest Rate Clearing Member with 
the Clearing House; 

"Listed Interest Rate Default Fund Supplement' means the supplement to these 
Default Fund Rules relating to the Listed Interest Rate Business; 

"Listed Interest Rate Determination Date" has the meaning assigned to 
"Determination Date'' in Rule L2(c); 

"Listed Interest Rate Excess Loss" means the net sum or aggregate of net sums 
certified to be payable by a defaulter by a Rule 26 Certificate in respect of Listed 
Interest Rate Business. less (a) the proportion of the Capped Amount applicable to 
Listed Interest Rate Business under Rule 16(c) and (b) any sums then immediately 
payable in respect of Listed Interest Rate Business Default Losses owed by such 
defaulter by any insurer or provider of analogous services under any policy of 
insurance or analogous instrument written in favour of the Clearing House; 

"Listed Interest Rate Fund Amount• means the amount of the listed interest rate 
default fund established from time to time pursuant to the Listed Interest Rate Default 
Fund Supplement; 

"Listed Interest Rate Service'' means the clearing service of the Clearing House 
relating to Listed Interest Rate Business; 

"Minimum ForexC/ear Contribution" means, subject to Rule F2 of the ForexCiear 
Default Fund Supplement, USD 5,000,000; 

"Minimum RepoC/ear Contribution" means, subject to Ruie R2 of the RepoCiear 
Default Fund Supplement, EUR 2,500,000; 

"Minimum RepoCiear Contribution Member' means an RCM in respect of which 
the Preliminary RepoCiear Contribution calculated under Rule R2 of the RepoCiear 
Default Fund Supplement is equal to or less than the Minimum RepoCiear 
Contribution for the time being; 

"Minimum SwapCiear Contribution" means, subject to Rule S2 of the SwapCiear 
Default Fund Supplement, £10,000,000; 

"Minimum SwapCiear Contribution Member' means an SCM In respect of Which 
the Preliminary SwapCiear Contribution calculated under Rule S2 of the SwapCiear 
Default Fund Supplement is equal to or less than the Minimum SwapCiear 
Contribution for the time being; 
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''Non-Defaulting FXCCM' means an FXCCM which is not a defaulter under Rule 4; 

"Non-Defaulting RCM" means an RCM which is not a defaulter under Rule 4; 

11Non-Defaultlng SCM" means an SCM which is not a defaulter under Rule 4; 

"Relevant Default' has the meaning ascribed to it in Rule S2 of the SwapCiear 
Default Fund Sl,lpplement, Rule F2 of the ForexCiear Default Fund Supplement or 
Rule R2 of the RepoCiear Default Fund Supplement, as applicable; 

"RepoC/ear Additional Payments Cap" means, in respect of an RCM on any date, 
an amount equal to the total amount of Collateral transferred by that RCM lp respect 
~initial margin obligations and in respect of additional margin-fl~:.tP.l-1-hy..ff\at-f~GM 
as at that date of the Default causing losses leading to an Insufficient Resources 
Determination (or, where such an Insufficient Resources Determination is made 
following concurrent Defaults, the date of the earliest Default); 

"RepoCiear Amendment' has the meaning assigned to it in Rule R12 of the 
RepoCiear Default Fund Supplement; 

''RepoCiear Business'' means any transaction, obligation or liability arising out of 
any Fixed Income Contract (as defined in Rule 6{d)); 

"RepoCiear Clearing Member' or "RCM" means, for the purposes of these Default 
Fund Rules and the RepoCiear Default Fund Supplement, a Clearing Member 
participating in any part of the RepoCiear Service; 

"RepoCiear Contribution" means the amount of an RCM's Contribution determined 
in accordance with the RepoCiear Default Fund Supplement and shall include any 
RepoCiear Unfunded Contributions deposited and made by the RCM with the 
Clearing House; 

"RepoCiear Default Fund Supplement' means the supplement to these Default 
Fund Rules relating to the RepoCiear Business; 

"RepoCiear Default Management Process" has the meaning assigned to It in the 
RepoCiear DMP Annex; 

"RepoCiear Default Management Process Completion Date" has the meaning 
assigned to it in the RepoCiear DMP Annex; 

"RepoCiear Determination Date'1 has the meaning assigned to it in Rule R2 of the 
RepoCiear Default Fund Supplement; 

"RepoC/ear Excess Loss" means the net sum or aggregate of net sums certified to 
be payable by a defaulter by a Rule 26 Certificate in respect of RepoCiear Business 
less (a) the proportion of the Capped Amount applicable to RepoCiear Business 
under Rule 16(c) and (b) any sums then immediately payable in respect of 
RepoClear Business Defaul t Losses owed by such defaulter by any insurer or 
provider of analogous services under any policy of insurance or analogous 
instrument written in favour of the Clearing House; 

"RepoC/ear Loss Distribution Process" has the meaning assigned to it In Rule R9 
of the RepoCiear Default Fund Supplement; 
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11RepoC/ear Segregated Fund Amount' means the amount as determined in 
accordance with Rule R2 and R3 of the RepoCiear Default Fund Supplement; 

"RepoCiear Unfunded Contribution" has the meaning assigned to it in Rule R8 of 
the RepoCiear Default Fund Supplement; 

"RepoC/ear Unfunded Contribution Notice'' has t11e meaning assigned to it in Rule 
R8 of the RepoCiear Default Fund Supplement; 

"SONIA'' means the overnight rate as calculated by the Wholesale Market Broker's 
Association and appearing on the Reuters Screen SONIA Page (or, if such a rate ls 
not available, such SONIA-linked rate as may be determined in light of market 
conditions at such time by the Clearing House and notified by the Clearing House to 
Clearing Members); 

"SwapCiear Amendment' has meaning assigned to it in Rule S12 of the SwapCiear 
Default Fund Supplement; 

"SwapCiear Business' means any transaction, obligation or liability arising out of 
any SwapCiear Contract; 

''SwapCiear Clearing Member'' or "SCM" means, for the purposes of these Default 
Fund Rules and the SwapCiear Default Fund Supplement, a Clearing Member 
participating in any part of tne SwapCiear Service; 

"SwapCiear Contribution" means the amount of an SCM's Contribution determined 
in accordance with the SwapCiear Default Fund Supplement and shall include any 
SwapCiear Unfunded Contributions deposited and made by the SCM with the 
Clearing House; 

"SwapCiear Default Fund Supplement' means the Sl.lpplement to these Default 
Fund Rules relating to the SwapCiear Business; 

"SwapC/ear DefaUlt Management Process" has the meaning assigned to it in the 
SwapCiear DMP Annex; 

"SwapCiear Default Management Process Completion Date" has the meaning 
assigned to it in the SwapCiear DMP Annex: 

"SwapCiear Default Period' has the meaning ascribed to It in Rule S2 of the 
SwapCiear Default Fund Supplement; 

"SwapC/ear Determination Date" has the meaning assigned to it in Rule S2 of the 
SwapCiear Default Fund Supplement; 

"SwapC/ear DMG" has the meaning assigned to it in the SwapCiear DMP Annex; 

"SwapCiear Excess Loss" means the net sum or aggregate of net sums certified to 
be payable by a defaulter by a Rule 26 Certificate in respect of SwapCiear Business 
less (a) the proportion of the Capped Amount applicable to SwapCiear Business 
under Rule 16(c) and (b) any sums then immediately payable in respect of 
SwapCiear Business Default Losses owed by such defaulter by any insurer or 
provider of analogous services under any policy of insurance or analogous 
instrument written in favour of the Clearing House; 
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1'SwapC/ear Loss Distribution Process" has the meaning assigned to it in Rule S9 
of the SwapCiear Default Fund Supplement; 

11 SwapC/ear Segregated Fund Amount' means the amount as determined in 
accordance with Rule S2{b} of the SwapCiear Default Fund Supplement; 

11 SwapC/ear Unfunded Contribution" has the meaning assigned to it in Rule S8 of 
the SwapCiear Default Fund Supplement; 

"SwapCiear Unfunded Contribution Notice" has the meaning assigned to it in Rule 
S8 of the SwapCiear Default Fund Supplement; 

"SwapC/ear Voluntary Payment' has the meaning assigned to it in Rule S10 of the 
SwapCiear Default Fund Supplement; and 

11SWapC/ear Voluntary Payment Notice" has the meaning assigned to it in Rule 
S1 0 of the SwapCiear Default Fund Supplement. 

158 For the purposes of a ballot under clause 9.4(c) of the Cleartng Membership 
Agreement, "Quarter Day" shall be construed as referring to a Determination Date. 

Reduction of Losses on Default 

16. Subject to any contrary provision of the Rulebook, where a defaulter fails to pay any 
sum payable to the Clearing House, the Clearing House shall reduce or bear its loss 
in the manner provided by this Rule:-

(a} first, to the extent the Clearing House determines appropriate, In applying any 
ceva-F-ra~ t.rlftfiJinCollateral held by the Clearing House in resptct of the 
defaulter and any other sum owed to the defaulter other than any Contribution 
(together, ''Margin Cover"), provided that Margin Cover related to each type 
of Business of the defaulter is to be applied first to any loss attributable to that 
type of Business until such loss is absorbed; 

{b} second, by (i) recourse to the defaulter's relevant Contribution in respect of 
the type of Business to which the loss relates, followed by (ii) recourse to any 
other Contribution made by the defaulter to the extent not utilised under (i) 
above. The Clearing House will exercise its rights of recourse under this Rule 
16(b) by set-off against the Clearing House's obligation to repay the relevant 
Contributions to the defaulter; 

(c) third, by payment from the Clearlng House's own account of an amount up to 
a maximum of £20,000,000 (or such greater amount {If any) as may be 
determined from time to time by the Board of the Clearing House) (the 
"Capped Amount'). For the avoidance of doubt, amounts wTII only be paid 
under this stage (c) if and to the extent that to do so would not result in the 
Clearing House being unable to meet all its other liabilities (taking into 
account for these purposes the obligation of the Clearing House to return 
cash Collateral transferred to it by CJearinq ,Members ln respe.QLQLtb.e.iLinitial 
margin pruvitled-if'l...f!~~~on~·I-Gt-GGfl~1Pbligatlons and to repay the Contributions 
of all Clearing Members). 

Where there are amount due from the defaulter at this stage in respect of more than 
one type of business, the Capped Amount shall be applied to these amounts pro 
rata. 
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(d) fourth, to the extent that any insurance or analogous arrangement is not 
available to the Clearing House, by recourse to the indemnities given under 
Rule 28 by Clearing Members other than the defaulter (which shall be 
satisfied by set-off against the Clearing House's obligation to repay the 
relevant Contributions of such Clearing Members). If the criteria specified in a 
relevant Supplement for calling any Unfunded Contributions have been 
satisfied, then References to the Contributions of Clearing Members other 
than the defaulter in this Rule 16( d) shall include such Unfunded 
Contributions; 

(e) fifth, by recourse to any insurance cover or analogous arrangement; 

(f) sixth, by recourse to the indemnities given under Rule 28 by Clearing 
Members other than the defaulter (which shall be satisfied by set-off against 
the Clearing House's obligation to repay the relevant Contributions of such 
Clearing Members). If the criteria specified in a relevant Supplement for 
calling any Unfunded Contributions have been satisfied, then References to 
the Contributions of Clearing Members other than the defaulter in this Rule 
16(f) shall include such Unfunded Contributions; 

(g) seventh, by recourse to any other indemnities, guarantees, undertakings or 
monies provided by Clearing Members; 

(h) eighth, in respect of RepoCiear Business only, by recourse to the Service 
Closure Payments set out in Rule R11 i and 

(1) ninth, in respect of a RepoCiear Excess Loss only, as a loss borne by the 
Clearing House for its own account. For the avoidance of doubt, amounts will 
only be paid under this stage (i) if and to the extent that to do so would not 
result in the Clearing House being unable to meet all its other liabilities (taking 
into account for these purposes the obligation of the Clearing House to return 
cash Collateral transferred to it by Clearing Members in resp§cl of their initial 
margin f*eviEle€HfHRa form of Ga&A.o.bligatiQ,n§_ and to repay the Contributions 
of all Clearing Members). 

This Rule has effect without prejudice to any rights of the Clearing House or any 
other person against the defaulter. Any Excess Loss remaining in respect of 
particular Business after application of the available resources under stages (a) to (g) 
under this Rule 16 shall be addressed as provided under the relevant Supplement, 
and without recourse to Service Closure Payments (except with regard to RepoCiear 
only) or other loss-allocation provisions under any other Supplement or (except as 
provided in stage (I) With regard to RepoCiear only) to the capital of the Clearing 
House. 

Where a defaulter is engaged In more than one type of Relevant Business, the 
completion of the default management processes in respect of such Relevant 
Businesses may occur at different times. The Clearing House may be required to 
tnake a determination in respect of one Relevant Business (including certification of a 
Default Loss under Rule 23(b), certification of a net sum payable under Rule 26(a) or 
the value of an Excess Loss) in order to manage the default at a time when (a) the 
determination is contingent on an outcome of the default management process in 
respect of some other Relevant Business, and (b) that outcome has not yet been 
reached. In the interests of efficient resolution, the Clearing House may at such point 
make assumptions about that outcome, and proceed with the relevant process on 
that basis. Where any such assumptions have been made, the Clearing House shall, 
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on the completion of the default management processes in respect of all Relevant 
Businesses, make such credits to the default funds relating to the Relevant 
Businesses and such distributions to former Clearing Members as may be necessary 
to put the default funds and those firms which had contributed to such default funds 
at the time of the relevant default in the position that they would have been in If the 
correct outcomes had been used and the relevant assumptions had not been made. 

17. - 22. Rules no longer In force 

Terms on which Contribution is held 

23. (a) Subject to Rules (b) and (c). the outstanding balance of a Clearing Member's 
Contribution (or, as appropriate, part thereof) shall be repayable to the Clearing 
Member on the earliest to occur of the following events: 

(I) if the Clearing Member is not a defaulter, {or the Clearing Member is a 
defaulter and has validly exercised its rights und.er Regulation 39A(e)) 
the effective date of termination of the Clearing Member's status as a 
Clearing Member (including a Termination Date under GeJ~t-<11 
Regulation 39A or under FCM Regulation 24A); 

(if) if the Clearing Member has become a defaulter1 the date or event 
appointed by the Clearing House for repayment of sums due to the 
Clearing Member under Rule 9; 

(iii) the amount of the Contribution being reduced 'by virtue of the 
recalculation of its amount in accordance with the provisions of a 
Supplement (in which case the Contribution shall be repayable only to 
the extent of such reduction); 

(iv) the Clearing House making an Insufficient Resources Determination in 
accordance with the provisions of the Supplement to which the 
Contribution relates; and 

(v) the expiry of a period of 50 years from the date on which the 
Contribution was paid to the Clearing House. 

(b) If a Clearing Member becomes a defaulter, the Clearing House shall as soon 
as practicable after any Margin Cover has been applied pursuant to Rule 16, 
certify one or more net sums then payable by the defaulter to the Clearing 
House in respect of each type of Business (each a "Default Loss"), 
disregarding for this purpose any of the defaulting Clearing Member's 
Contributions. If the Clearing House certifies any Default loss, the defaulter's 
Contribution in respect of the relevant Business shall immediately become 
due and repayable, but only in an amount not exceeding that Default Loss. 
Insofar as the Default Loss exceeds the defaulter's Contribution in respect of 
the relevant Business, the defaulter's Contributions (if any) made in respect of 
other types of Business shall become due and repayable, in an amount in 
aggregate not exceeding the total Default Loss remaining after deducting the 
defaulter's Contribution in respect of the Business to which the Default Loss 
relates. 

(c) If an amount becomes payable by the Clearing Member under Rule 28, the 
Clearing Member's relevant Contribution shall immediately become due and 
repayable, but only to the extent of such amount. 
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24. Interest shall accrue on the amount of a Contribution at such rate and in such 
manner as provided in the relevant Supplement. Interest shall not be regarded as 
part of a Contribution. 

25. A Clearing Member's entitlement to repayment of any of its Contributions or any part 
of them shall not be capable of assignment by the Clearing Member, nor shall 
Contributions be capable of being charged or subject to any other form of security 
whether purporting to rank tn priority over, pari passu with or subsequent to the rights 
of the Clearing House. Any purported charge or assignment by a Clearing Member 
(whether by way of security or otherwise) of its Contributions shall be void. A Clearing 
Member shall not otherwise encumber (or seek to encumber) its Contributions. 

Application of defaulter's Contribution, and Certification of Aggregate Excess losses 

26. Without prejudice to any other right of set-off or application of funds to which the 
Clearing House may be entitled, in the event of a Default and the certification by the 
Clearing House of a Default Loss under Rule 23(b) in respect thereof the Clearing 
House shall without notice set off in or towards satisfaction of any sums payable to 
the Clearing House from the defaulter any amount of any Contribution of the 
defaulter which has become due and repayable in accordance with Rule 23(b). If the 
Clearing House is to have recourse, in accordance with Rule 16, to the indemnities, 
guarantees, undertakings or monies provided by Clearing Members other than the 
defaulter, as soon as practicable the Clearing House shall certify (by a "Rule 26 
Certificate"):-

(a) the amount of the defaulter's Contribution applied under this Rule and the net 
sum (if any), or each net sutn (if more than one), then immediately payable by 
the defaulter to the Clearing House in respect of the types of Business 
undertaken by the defaulter, taking into account for this purpose the 
defaulter's Contribution; and 

(b) the extent to which any sums so payable by the defaulter to the Clearing 
House but unpaid may be claimed by the Clearing House under a policy of 
insurance or analogous instrument relating to losses arising upon a Default. 

The Clearing House may issue more than one Rule 26 Certlficate in relation to losses 
arising upon any Default. 

Where a Rule 26 Certificate is to be issued, the Clearing House may assume that no 
recoveries will be made in respect of obligations of the defaulter (beyond the value of 
its Contributions). 

27. The Clearing House may in the exercise of the right conferred by Rule 26 set off the 
amount due (in accordance with Rule 23(b)) to a defaulter in respect of the 
defaulter's Contribution or any part thereof against sums owing on any account 
whether or not it is a client account, and the Clearing House shall have unfettered 
discretion in this regard. 

Application of Fund and Indemnity 

28. By virtue of this Rule and its agreement with the Clearing House, and subject to Rule 
29, each Clearing Member (for these purposes, a "Non-Defaulting Clearing 
Member") grants a separate limited-recourse indemnity to the Clearing House in 
respect of each type of Relevant Business in which it participates. In relation to each 
type of Relevant Business. the indemnity is granted in respect of each Excess Loss 
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arising in respect of the Relevant Business upon the Default of another Clearing 
Member. The amount of an indemnity is limited to an aggregate amount. not 
exceeding the amount of the Non-Defaulting Clearing Member's Contribution in 
respect of the Relevant Business as calculated at the Determination Date 
immediately before the relevant Default, together with any amount of Unfunded 
Contribution and any Loss Distribution Charge in respect of the Relevant Business 
that the Clearing House has called or would be entitled to call from the Non
Defaulting Clearing Member in relation to that Default. 

The amount due by a Non-Defaulting Clearing Member in respect of an Excess Loss 
shall, save as otherwise provided under the ForexCiear DMP Annex, the SwapCiear 
DMP Annex or the RepoCiear DMP Annex, be the Non-Defaulting Clearing Member's 
pro rata share of such loss arising upon the relevant Default calculated as the 
proportion of such Member's relevant Contribution relative to the aggregate relevant 
Contributions of all Clearing Members engaged in the relevant Business other than 
the relevant defaulter at the time of the relevant Default. The amount so due shall 
become immediately payable automatically (without any obligation on the part of the 
Clearing House to make demand on the Clearing Member) upon the issue by the 
Clearing House of the applicable Rule 26 Certificate. Without prejudice to any other 
right of set-off or application of funds to which the Clearing House may be entitled, 
the Clearing House shall forthwith without notice set off any amount due in 
accordance with Rule 23(c) to a Clearing Member in respect of the relevant 
Contribution of such Clearing Member in or towards satisfaction of the amount 
payable by such Clearing Member under this Rule 28. 

29. This Rule applies to a defaulter (the ''First defaulter") where the Contribution of the 
First defaulter has not been repaid to the First defaulter or applied by the Clearing 
House under Rule 26, and Aggregate Excess Losses arise upon the Defaults of other 
Clearing Members. Where this Rule applies, Rule 28 shall have effect with the 
following modifications:-

(a) the balances (if any) of the First defaulter's relevant Contributions may be 
applied under Rule 28 in respect of such relevant Aggregate Excess Losses 
up to and including the date three months after the date of issue of the 
Default Notice in respect of the First defaulter's Default; and 

(b) after the date three months after the date of issue of such Default Notice, the 
balances (if any) of the First defaulter's relevant Contributions may not be 
applied under Rule 28 in respect of such relevant Aggregate Excess Losses, 
but they may be retained on account of losses arising upon the First 
defaulter's own Default and, for the purposes of Rule 28, they shall be 
disregarded. 

30. The Clearing House shall give notice to each Clearing Member as soon as 
practicable after an amount has become due in accordance with Rule 28 and of the 
manner in which it has been satisfied. 

31 . If, in relation to a Default, the Clearing House has not yet certified in any Rule 26 
Certificates issued on or before the Determination Date occurring immediately after 
the Default all sums which may be or become due to the Clearing House from the 
defaulter (because such sums will not or may not become liquidated or for any other 
reason payable until a later date), the Clearing House shall maintain a Contribution 
from each Clearing Member (other than the defaulter) as cover for the performance 
by such Clearing Member of its obligation to indemnify the Clearing House in relation 
to any Aggregate Excess Loss not yet certified. In fulfilment of this requirement the 
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Clearing House may take any step which appears to the Clearing House to be 
appropriate, and the steps so taken may include any (including a combination) of the 
followlng :-

(a) postponement of the date for adjustment of Clear1ng Members' Contributions 
under Rules C5(a), ES(a), F5, L5(a)1 S5 or R5, as applicable in the case; 

(b) reduction of the amounts payable to some or all Clearing Members under 
Rules CS(a)(i), E5(a)(i), F5(a), LS(a)(i), S5(a) or RS(a), as applicable in the 
case; and 

(c) estimation of the amount of Aggregate Excess Losses which may become 
certified after the relevant Determination Date as appropriate, and application 
of Rule 28 as if such estimated amount were already realised as an 
Aggregate Excess Loss. 

The Clearing House shall notify Clearing Members of any steps taken under this 
Rule. 

32. - 32A. Rules no longer in force 

Effect of cessation of Clearing Member status 

33. Subject to Rule 34, if a date for calcufat1on of a Clearing Member's Contribution 
occurs after the giving of notice: (i) by or 1n respect of any Retiring Member; (li) by a 
Clearing Member to the Clearing House for the purposes of resigning from a 
particular Service; or (iii) by the Clearing House to a Clearing Member for the 
purposes of requiring such Clearing Member to resign from a particular Service (the 
"Relevant Service") (a Clearing Member for the purposes of (ii) and (iii) of this 
paragraph, a "Resigning Member'), and before the termination of such Retiring 
Member's Clearing Member status or the Resigning Member's resignation from the 
Relevant Service (as the case may be):-

(a) if the Retiring Member or Resigning Member is not a defaulter, the amount of 
such Retiring Member's Contribution or such Resigning Member's 
Contrlbution in respect of the Relevant Service shall be determined by the 
Clearing House on the basis set out in the relevant Supplement without 
regard to the impending termination of such Retiring Member's Clearing 
Member status or Resigning Member's resignation (as the case may be), and 
the provisions of the relevant Supplement as to payment following adjustment 
of amounts of Contributions shall apply in respect of such Contribution 
accordingly; 

(b) if the Retiring Member or Resigning Member is a defaulter, the balance of 
such Retiring Member's Contribution or such Resigning Member's 
Contribution in respect of the Relevant Service (as the case may be) after any 
part of it has been applied under Rule 26 or Rule 28 shall not be subject to 
adjustment under the relevant Supplement, and the provisions of the relevant 
Supplement as to payment following adjustment of amounts of Contributions 
shall not apply to such Retiring Member or Resigning Member in respect of 
the Relevant Service. 

Notwithstanding the foregoing, in such circumstances, when the amounts of the 
respective Contributions of all Clearing Members other than any Retiring Member or 
any Resigning Member in respect of the Relevant Service are determfned In 
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accordance with the relevant Supplement, the Clearing House shall disregard any 
Clearing Member which is a Retiring Member or, in relation to a Relevant Servlce, 
any Resigning Member In respect of that Relevant Service, in particular disregarding 
such Clearing Member's daily margin requirement- fer-•mwgir-t and such Clearing 
Member's daily number of Contracts and treating any such Retiring Member as no 
longer being a Clearing Member or any such Resigning Member as no longer being a 
Clearing Member in respect of the Relevant Service. 

34. This Rule applies at any date for calculation of a Clearing Member's Contribution 
falling after a Retiring Member has given notice of the termination of its Clearing 
Member status, where another Clearing Member (the "Continuing Member') has 
arranged to undertake clearing on behalf of the Retiring Member. If, in the opinion of 
the Clearing House, the Contribution of the Continuing Member determined under the 
relevant Supplement does not fairly reflect the Continuing Member's share of clearing 
activity, the Clearing House may determine the Contribution of the Continuing 
Member as if the relevant Business carried on by the Retiring Member were part of 
the relevant Business carried on by the Continuing Member. If the Clearing House 
determines the amount of a Continuing Member's Contribution under this Rule, the 
Clearing House shall give notice to the Continuing Member, and the provisions of 
Rule 33 shall not apply. 

35. A Retiring Member and a Resigning Member in respect of a Relevant Service shall, 
until the completion of the process set out in Rule 8 in relation to any Default, 
continue to be liable under its Rule 28 indemnity in respect of Aggregate Excess 
Losses arising upon such Default, notwithstanding that the Clearing Member status 
of the Retiring Member has terminated or that the Resigning Member has resigned In 
respect of the Relevant Service before that time. While a Retiring Member or 
Resigning Member continues to be so liable, it shall provi<:letransfer such 
GO\IefCollateral as the Clearing House shall require in respect of its liability in relation 
to any Aggregate Excess Losses not yet certified, subject to such cover not 
exceeding the Retiring Member's Contribution at the time of the termination of its 
clearing membership, or the Resigning Member's Contribution to the Relevant 
Service at the time of its resignation. In fulfilment of this requirement, the Clearing 
House may take any step which appears to the Clearing House to be appropriate, 
including postponement of the date tor repayment of part or all of the Retiring 
Member's Contribution or Resigning Member's Contribution in respect of the 
Relevant Service (as the case may be). The Clearing House shall notify the Retiring 
Member or Resigning Member of any steps taken under this Rule. 

Recoveries from defaulters 

36. If all or part of the Contributions of any Clearing Member shall have been applied m 
accordance with Rule 28, the Clearing House shall (except as otherwise provided In 
a Supplement) account to each such Clearing Member (whether or not it remains at 
the relevant time a Clearing Member of the Clearing House) in respect of any Net 
Recovery, pro rata to the respective amounts applied in accordance with Rule 28 in 
relation to the relevant Default and in an amount not exceeding, in relation to each 
such Clearing Member, the amount of its Contributions so applied. 

37. Rules no longer in force 
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ForexCiear Default Fund Supplement 

F1 . In accordance with and subject to Rule F2, the amount of each ForexCiear Clearing 
Member's ForexCiear Contributions shall be determined by the Clearing House as 
soon as practicable after each ForexCiear Determination Date as appropriate on the 
basis of information available as at close of business on such ForexCiear 
Determination Date and notified to such FXCCM as soon as practicable after such 
determination in accordance with the Procedures. 

F2. Each FXCCM's ForexCiear Contribution (other than a ForexCtear Unfunded 
Contribution) shall be determined by the Clearing House in accordance with the 
following provisions: 

(a) determinations wtll be made by the Clearing House on the date that an 
FXCCM joins the ForexCiear Service, and at the close of business on the first 
business day of each subsequent month, and otherwise in accordance with 
paragraph (g) below, (each a "ForexC/ear Determination Date") provided, 
however, that following a Default, any such determinations and any such 
ForexCiear Determination Date which might otherwise have occurred under 
this Rule F2 shall be suspended for the duration of the period (the "ForexCiear 
Default Period') commencing on the date of such Default and terminating on 
the last to occur of the following dates: 

(i) the date which is the close of business on the day falling 30 calendar 
days after the ForexCiear Default Management Process Completion 
Date in relation to such Default (or, if such day is not a business day, 
the next succeeding business day); and 

(If) where, prior to the to the end of the period referred to in (i) above (or 
such period as has already been extended pursuant to this sub
paragraph (ii)) one or more subsequent Defaults (each a "Relevant 
Default') occur, the date Which Is the close of business on the day 
falling 30 calendar days after the ForexCiear Default Management 
Process Completion Date in relation to a Relevant Default which falls 
latest in time (or, if such day is not a business day, the next 
succeeding business day); 

(b) On each business day, the Clearing House will determine a "Combined Loss 
Value" in respect of each of the 30 preceding business days. The Combined 
Loss Value in respect of a particular day will be the sum of the largest and the 
second largest stress-testing loss incurred on that day in relation to 
ForexCiear Business (for a given scenario). 

(c) the "ForexC/ear Fund Amount' shall be calculated In United States Dollars 
("USD'~. and, for a given ForexCiear Determination Date, shall be the largest 
of the 30 Combined Loss Values determined under Rule (b) plus 10%. The 
ForexCiear Fund Amount shall not be less than USD 70 million (the 
"ForexCiear Fund Floor'); 

(d) the FXCCM's "ForexC/ear Margin Weight' shall be calculated by dividing 
the average daily re<iutfe~~el-11-fer-initial marginJeQuirellliilll (as calculated 
under the Procedures or other arrangements applicable) which has applied to 
the FXCCM during the reference period in Rule F2(b), above, in respect of all 
ForexCiear Contracts to which the FXCCM is a party by the total of such 
average daily requirements applied to all Non-Defaulting FXCCMs; 
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(e) the FXCCM's "Preliminary ForexCieat Contribution" shall be calculated by 
multiplying the ForexCiear Fund Amount by the FXCCM's ForexCiear Margin 
Weight; 

(f) if the FXCCM's Preliminary ForexCiear Contribution is below the Minimum 
ForexCiear Contribution for the time being, the FXCCM's ForexCiear 
Contribution shall be the Minimum ForexCiear Contribution; and 

(g) subject to a suspension pursuant to Rule F2(a), the Clearing House may 
recalculate the ForexCiear Fund Amount on any business day if the 
Combined Loss Value differs by more than 25% from the figure on which the 
previous ForexCiear Contribution determination was based. 

F3. For the purposes of the calculations under Rule F2 

(a) references to "ForexCiear Clearing Members" or "FXCCMs" do not include 
references to Defaulting FXCCMs (apart from any Defaulting FXCCM in 
respect of which the Clearing House permits the application of Rule F2) or 
persons which were formerly FXCCMs but are not FXCCMs at the ForexCiear 
Determination Date at which the relevant determination is made; 

(b) Contributions shall be rounded upwards, if not already such a multiple, to the 
next integral multiple of one thousand US dollars; and 

(c) no account shall be taken, in calculating tb.e_initial margin requirement or 
ForexCiear Margin Weight under Rule F2 of any offsets in the lnitial margin 
required for ForexClear Contracts from an FXCCM, which may otherwise be 
permissible under the Procedures or other arrangements applicable. 

Provided that the FXCCM is not a defaulter, the amount of its ForexCiear 
Contribution shall be calculated in accordance with and subject to Rule F2. The 
provisions of Rule F1, Rule F2, this Rule F3 and Rule F5 do not apply to a Defaulting 
FXCCM, unless the Clearing House so permits in any particular case. 

F4. Without prejudice to any other requirements which the Clearing House may impose, 
the amount of the ForexCiear Contribution of a New Member shall be the sum of (a) 
the Minimum ForexCiear Contribution and (b) any supplementary sum determined by 
the Clearing House In its discretion and notified to the New Member. The Clearing 
House shall determine the amount of such supplementary sum by reference to the 
actual or expected level of clearing activity of the New Member. 

F5, Upon determination of the amount of a ForexCiear Contribution In accordance with 
Rule F2: 

(a) if the amount of the ForexCiear Contribution of an FXCCM immediately 
before close of business on the relevant ForexCiear Determination Date 
exceeds the amount of the FXCCM's ForexCiear Contribution as determined 
under Rule F2 as at close of business on that day, the excess shall be paid 
by the Clearing House to such FXCCM in USD in accordance with the 
Procedures; 

(b) if the amount of the ForexCiear Contribution of an FXCCM immediately 
before close of business on the relevant ForexCiear Determination Date is the 
same as the amount of the FXCCM's ForexCiear Contribution as so 

484 



Default Fund Rules November 2013 

determined under Rule F2 as at close of business on that day, no sum shall 
then be payable by or to such FXCCM in respect of its Contributioni and 

(c) if the amount of the ForexCiear Contribution of an FXCCM immediately 
before close of business on the relevant ForexCiear Determination Date is 
less than the amount of the FXCCM's ForexCiear Contribution as so 
determined under Rule F2 as at close of business on that day, the shortfall 
shall be paid by such FXCCM to the Clearing House in USD in accordance 
with the Procedures 

The provisions of this Rule do not apply to a Defaulting FXCCM, unless the Clearing 
House so permits In any particular case. 

F6. On any day, interest shall accrue on the amount of each ForexCiear Contribution 
then held 'by the Clearing House, to the extent that tl has not been applied under 
Rule 26 or Rule 28, at such rate and in such manner as provided by the Procedures, 
provided that the rate of interest for any particular day shall not be less than the Fed 
Funds Rate published on that day (or, in relation to any day for which the Fed Funds 
Rate is not available, the Fed Funds Rate most recently published before such day). 
Interest shall be payable in arrear and shall be paid on the date or dates specified by 
the Procedures. In these Default Fund Rules, any interest which has accrued under 
this Rule shall not be regarded as part of the ForexCiear Contribution. 

F7. Where, after a Default. the Clearing House has applied part or all of a ForexCiear 
Contribution under Rule 26 or Rule 28, the ForexCiear Fund Amount shall be 
reduced forthwith by the aggregate amount of the ForexCiear Contributions or parts 
of ForexCiear Contributions so applied and the amount of the ForexCiear 
Contribution that each FXCCM must maintain with the Clearing House shall be 
reduced by the amount of its ForexCiear Contribution which has been applied 
pursuant to Rule 28, in each case until the next ForexCiear Determination Date. 
Unless and until the Clearing House has repaid a defaulter's ForexCiear Contribution 
(or remaining part thereof, as applicable), the ForexCiear Fund Amount shall be 
treated as having been reduced by the amount of the defaulter's ForexCiear 
Contribution (if any), regardless of whether the Clearing House has applied part or all 
of that ForexCiear Contribution under Rule 26. 

F8. Where, after a Default, the Clearing House determines that (I) by reason of a 
reduction in accordance with Rule F7, the value of the ForexCiear Fund Amount has 
been reduced by at least 25%; or (ii) by the time of the ForexCiear Default 
Management Process Completion Date in relation to the relevant Default, the value 
of the ForexCiear Fund Amount will be reduced by at least 25%, the Clearing House 
may, by notice in writing (the "ForexC/ear Unfunded Contribution Notice"), require 
each Non-Defaulting FXCCM to deposit and maintain an amount (each a 
"ForexCiear Unfunded Contribution") in accordance with the following provisions: 

(a) ForexCiear Unfunded Contributions will only be payable in circumstances 
where the relevant ForexCiear Unfunded Contribution Notice is delivered by 
the Clearing House to FXCCMs prior to the ForexCiear Default Management 
Process Completion Date in relation to the relevant Default; 

(b) the value of the ForexCiear Unfunded Contribution payable by each individual 
FXCCM shall be the product of (i) the percentage by which the value of the 
ForexCiear Fund Amount has been reduced and (ii) the value of the 
ForexCiear Contribution of such FXCCM as determined by the Clearing 
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House at the last ForexCiear Determination Date prior to the date when the 
relevant Default occurred; 

(c) the Clearing House may, by the delivery of one or more further ForexClear 
Unfunded Contribution Notices, require each Non-Defaulting FXCCM to pay 
one or more further ForexCiear Unfunded Contributions in respect of the 
same Default, provided that the total value of the ForexCiear Unfunded 
Contributions payable by an indiVidual FXCCM in respect of a particular 
Default (determined in accordance with paragraph (b) above) may not exceed 
the value of the ForexCiear Contrlbutlon of such FXCCM as at the last 
ForexCiear Determination Date prior to the date when the relevant Default 
occurred; and 

(d) following a Default in respect of which ForexCiear Unfunded Contributions 
were paid (the "First Default'), the Clearing House may require the payment 
of further ForexCiear Unfunded Contributions in respect of subsequent 
Defaults (which, for the avoidance of doubt, can never be a First Default), 
provided that ForexCiear Unfunded Contributions will not be payable in 
respect of any more than three Defaults in any six month period (commencing 
on the date of delivery of the first ForexCiear Unfunded Contribution Notice in 
respect of the First Default). 

FXCCMs will be required 1o deposit the full amount of their ForexCiear Unfunded 
Contributions (without exercising any rights of set-off or counterclaim) with the 
Clearing House on the business day following receipt of a ForexCiear Unfunded 
Contribution Notice. 

For the avoidance of doubt, references to ''FXCCMs" for the purposes of this Rule F8 
include any FXCCM (other than a Defaulting FXCCM) who is: (i) a Retiring Member 
but whose status as a Clearing Member has not yet been terminated; and (ii) a 
Resigning Member whose resignation from the ForexCiear Service is not yet 
effective. 

F9. ForexCiear Loss Distribution Process 

Where, after a Default, the Clearing House determines that the ForexCtear Excess 
Loss resulting from the Default will exceed the amounts to be applied to it under Rule 
16(a) to (g), the Clearing House may implement the process (the "ForexCiear Loss 
Distribution Process'') described in this Rule F9. 

(a) For the purposes of this Rule F9 and for Rule F11, the following definitions 
will apply: 

"Actual Base Currency Gains, Losses and Realised Cash Flows by Cash 
Payment" means, in respect of each Cash Payment and any business day, the sum 
of the Pre Haircut Base Currency Gains, Losses and Realised Cash Flows by Cash 
Payment and any Cash Gainer Base Currency Adjustment to Cash Payment or Cash 
Loser Base Currency Adjustment to Cash Payment. 

"Auction Portfolio" has the meaning assigned to it in the ForexCiear DMP Annex. 

"Available Resources" means, in respect of any Loss Distribution Period, the 
amounts available to the Clearing House for application in meeting any loss suffered 
or incurred by the Clearing House in accordance with Rule 16(a) to (g) as at the 
relevant Last Call Prior to Default. 
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"Cash Gain" means, in respect of any Cash Gainer and any Loss Distribution Day, 
the amount of positive Cumulative Pre Haircut Base Currency Gains Losses and 
Realised Cash Flows in respect of such Cash Gainer In respect of such Loss 
Distribution Day. 

"Cash Gainer" means, in respect of any Loss Distribution Day, each Margin Account 
in respect of which the value of the Cumulative Pre Haircut Base Currency Gains 
Losses and Realised Cash Flows on such Loss Distribution Day Is greater than zero. 

''Cash Gainer Payment Currency Adjustment to Cash Payment" has the 
meaning set out in paragraph (b)(i) of this Rule F9. 

"Cash Loser" means, in respect of any Loss Distribution Day, each Margin Account 
in respect of which the value of the Cumulative Pre Haircut Base Currency Gains 
Losses and Realised Cash Flows on such Loss Distribution Day is equC~I to or less 
than zero. 

"Cash Loser Base Currency Adjustment to Cash Payment" has the meaning set 
out in paragraph (b)(ii) of this Rule F9. 

"Cash Loser Payment Currency Adjustment to Cash Payment" has the meaning 
set out in paragraph (b)(ii) of this Rule F9. 

"Cash Payment" means, in respect of any business day, the aggregated amount 
which would be paid by the Clearing House to a Non-Defaulting FXCCM (expressed 
as a positive number) or by such FXCCM to the Clearing House (expressed as a 
negative number) in respect of a Cash Payment Type in a Cash Payment Currency 
on such business day. 

"Cash Payment Currency" means each of the currencies in which payments made 
between the Clearing House and an FXCCM may be denominated. 

"Cash Payment Type" means each of the Price Alignment Interest (as defined in 
the ForexCiear Procedures), consideration (fee) payments and cash Collateral in 
respe.cl...QLvariation margin pay.a~eQ.bllgations t[ansfe!IQble in respect of a Margin 
Account of a Non-Defaulting FXCCM. 

"Cumulative Actual Base Currency Gains, Losses and Realised Cash Flows" 
means in respect of each Margin Account of each Non-Defaulting FXCCM and any 
business day, the sum of the Cumulative Actual Base Currency Gains, Losses and 
Realised Cash Flows by Cash Payments payable on such Margin Account. 

"Cumulative Actual Base Currency Gains, Losses and Realised Cash Flows by 
Cash Payment" means, in respect of each Cash Payment and any business day, 
the aggregate amount, if any, paid by the Clearing House to a Non-Defaulting 
FXCCM (expressed as a positive number) or by such FXCCM to the Clearing House 
(expressed as a negative number) in respect of Actual Base Currency Gains, Losses 
and Realised Cash Flows by Cash Payment from but excluding the relevant Last Call 
Prior to Default to and Including such business day. 

"Cumulative LCH Transfer Cost" means, on any business day during any Loss 
Distribution Period, the sum of any LCH Transfer Cost for each day from but 
excluding the relevant Last Call Prior to Default to and including such business day 

487 



Default Fund Rules November 2013 

"Cumulative Pre Haircut Base Currency Gains Losses and Realised Cash 
Flows" means, in respect of each Margin Account of each Non-Defaulting FXCCM 
and any business day, the sum of the Cumulative Pre Haircut Base Currency Gains 
Losses and Realised Cash Flows by Cash Payments payable on such Margin 
Account. 

"Cumulative Pre Haircut Base Currency Gains Losses and Realised Cash 
Flows by Cash Payment" means, in respect of each Cash Payment and any 
business day, the sum of the Pre Haircut Base Currency Gains, Losses and Realised 
Cash Flows by Cash Payment for such Cash Payment for each day from but 
excluding the relevant Last Call Prior to Default to and including such business day. 

" Distribution Haircut" or "DH" means, on each Loss Distribution Day, the fraction 
determined by the Clearing House in accordance with the following formula: 

DH(t) = LUL(t) I TCG(t) 

where: 

"LUL" means the LCH Uncovered Loss; and 

"TCG" means the Total Cash Gains. 

"FXCCM Adjustment Amount" means in respect of the Margin Account(s) of any 
Non-Defaulting FXCCM and any Loss Distribution Day, an amount equal to the sum 
of the Cumulative Pre Haircut Base Currency Gains Losses and Realised Cash 
Flows in respect of such Margin Account(s) of such FXCCM less the sum of the 
Cumulative Actual Base Currency Gains, Losses and Realised Cash Flows in 
respect of such Margin Account(s) of such Clearing Member, in each case In respect 
of the Loss Distribution Penod in which such Loss Distribution Day falls. 

"Last Call Prior to Default" means the most recent business day on which 
paymeAt.flthe margin obligations of 00'./er l'€'fJblH..eEI-te-b8-l nade-~y~ FXCCMs were 
tr~afiedischaraed in full 

" LCH Transfer Cost" means the cost (converted. where applicable, Into USD at a 
rate of exchange determined by the Clearing House in its sole discretion) to the 
Clearing House of transferring the rights and obligations arising out of the Auction 
Portfolios of a Defaulting FXCCM to those FXCCMs who have successfully bid for 
such Auction Portfolios in Auctions. 

"LCH Uncovered Loss" means, in respect of the Clearing House on any business 
day in any Loss Distribution Period, the amount calculated in accordance with the 
following formula: 

LCH Uncovered Loss(t) = Max (0, (TCPH (t) + CLC(t) - TAR)) 

where: 

"TCPH" meahs the Total Cumulative Pre Halrcut Base Currency Gains losses and 
Realised Cash Flows; 

"CLC" means the Cumulative LCH Transfer Cost; 

''TAR" means the Total Available Resources; and 
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the LCH Uncovered Loss as at the Last Call Prior to Default shall be zero. 

"Loss Distribution Cap Amount" means, In respect of each Non-Defaulting 
FXCCM and any Loss Distribution Period, an amount equal to the higher of (i) USD 
100,000,000; (ii) the product of (a) 100 per cent. and (b) the ForexCiear Contribution 
of such Non-Defaulting FXCCM as at the last ForexCiear Determination Date prior to 
the date when the Default occurred at the beginning of that Loss Distribution Period: 
and (iii) any adjusted cap as may be agreed pursuant to paragraph (d) of this Rule 
F9. 

"Loss Distribution Day" means any business day in a Loss Distribution Period on 
Which the Clearing House, In consultation with the ForexCiear DMG, prior to calling 
for: (i) sever-Collateral in respect of margin obliqati.Qns in accordance with the 
provisions of the Procedures: and (ii) Required Collateral, on such business day, 
determines tha't the LCH Uncovered Loss for that business day is greater than zero. 

"Loss Distribution Period" means the period from, but excluding, the day on which 
a Default occurs with respect to an FXCCM to but excluding the earlier of: (i) the 
business day on which (a) the rights and obligations arising out of the Auction 
Portfolios of the Defaulting FXCCM are transferred to those FXCCMs which have 
successfully bid for such Auction Portfolios in Auctions, or, if any Default occurs with 
respect to any other FXCCM prior to the end of a Loss Distribution Period, the rights 
and obligations arising out of the Auction Portfolios of any subsequent Defaulting 
FXCCM are transferred to those FXCCMs who have successfully bid for such 
Auction Portfolios in Auctions and (b) all payments required to be made by such 
FXCCMs and/or the Clearing House in respect of such Auction(s) have been made in 
full; or (ii) any Loss Distribution Day in respect of which the Clearing House 
determines that the FXCCM Adjustment Amount for any FXCCM would be equal to 
or greater than the Loss Distribution Cap Amount for such Loss Distribution Day. 

"Margin Account" means each Proprietary Account and each FCM Client 
Segregated Sub-Account related to the ForexCiear Service of an FXCCM. 

"Payment Currency Adjustment to Cash Payment" means one or more Cash 
Gainer Payment Currency Adjustment to Cash Payment(s) and/or one or more Cash 
Loser Payment Currency Adjustment to Cash Payment(s). 

"Pre Haircut Base Currency Gains, Losses and Realised Cash Flows by Cash 
Payment" means, in respect of each Cash Payment and any business day, the 
amount (converted, where applicable, into USD at the Rate of Exchange which would 
be patd by the Clearing House to a Non-Defaulting FXCCM (expressed as a positive 
number) or by such FXCCM to the Clearing House (expressed as a negative 
number) on such business day in the absence of the application of the Distribution 
Haircut. 

"Rate of E>rchange" means, for any day, the applicable rate of exchange for 
converting one currency into another as determined by the Clearing House by 
reference to Reuters; 

''t" means, in respect of any determination made in relation to a business day, such 
business day. 

''t-1" means, in respect of any determination made in relation to a business day1 the 
business day immediately prior to such business day. 
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''Total Available Resources" means, on any bUsiness day during a Loss 
Distribution Period the sum of (i) the Available Resources and (ii) any Unfunded 
Contributions deposited with the Clearing House since the relevant Last Call Prior to 
Default. 

"Total Cash Gains" means, ln respect of any business day, the sum of the Cash 
Gain in respect of all Cash Gainers on such business day. 

"Total Cumulative Pre Haircut Base Currency Gains losses and Realised Cash 
Flows" means, in respect of any business day the sum of all Total Cumulative Pre 
Haircut Base Currency Gains Losses and Realised Cash Flows by Cash Payments. 

"Total Cumulative Pre Haircut Base Currency Gains Losses and Realised Cash 
Flows by Cash Payment" means, in respect of any business day, the sum of the 
Total Pre Haircut Base Currency Gains Losses and Realised Cash Flows by Cash 
Payment for each business day from but excluding the relevant Last Call Prior to 
Default to and including such business day. 

"Total Pre Haircut Base Currency Gains Losses and Realised Cash Flows by 
Cash Payment" means, in respect of any business day, the sum of the Pre Haircut 
Base Currency Gains Losses and Realised Cash Flows by Cash Payment in respect 
of all Margin Accounts of all Non-Defaulting SCMs on such business day. 

"Underlying Cash Payment" means, in respect of a Cash Gainer Base Currency 
Adjustment to Cash Payment or a Cash Loser Base Currency Adjustment to Cash 
Payment, the Cash Payment in respect of which such Cash Gainer Base Currency 
Adjustment to Cash Payment or Cash Loser Base Currency Adjustment to Cash 
Payment Is calculated. 

(b) Adjustment of Underlying Cash Payments 

(I) Cash Gainer 

On each Loss Distribution Day for each Margin Account of each Non-Defaulting 
FXCCM which is deemed to be a Cash Gainer, the relevant FXCCM shall be 
required to pay the Clearing House an amount equal to each positive amount 
determined as follows or, as applicable, the Clearing House shall be required to pay 
the relevant FXCCM the absolute value of each negative amount determined as 
follows (in each case, such amount the "Cash Gainer Payment Currency 
Adjustment to Cash Payment"): The Cash Gainer Payment Currency Adjustment 
to Cash Payment is the value of the amount determined in accordance with the 
formula below (the "Cash Gainer Base Currency Adjustment to Cash Payment") 
converted at the Rate of Exchange into the Cash Payment Currency in which the 
relevant Underlying Cash Payment is denominated: 

where: 

Cash Gainer Base Currency Adjustment to Cash Payment (t) = PHG(t) - (CHG(t) • 
Max (0, 1 - DH(t))- CAG(t·1 )) 

''PHG' means the Pre Haircut Base Currency Gains Losses and Realised Cash 
Flows by Cash Payment; 

"CHG" means the Cumulative Pre Haircut Base Currency Gains Losses and 
Realised Cash Flows by Cash Payment; 
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"DH' means the Distribution Haircut; and 

"CAG" means the Cumulative Actual Base Currency Gains, Losses and Realised 
Cash Flows by Cash Payment and where "CAG" as at the Last Call Prior to Default 
shall be zero. 

(ii) Cash Loser 

On each Loss Distribution Day for each Margin Account of each Non-Defaulting 
FXCCM which is deemed to be a Cash Loser, the Clearing House shall be required 
to pay the absolute value of each amount (the "Cash Loser Payment Currency 
Adjustment to Cash Payment'') determined as follows: The Cash Loser Payment 
Currency Adjustment to Cash Payment is the value of the amount determined in 
accordance with the formula below (the "Cash Loser Base Currency Adjustment 
to Cash Payment') converted at the Rate of Exchange into the Cash Payment 
Currency ln which the relevant Underlying Cash Payment is denominated: 

where 

Cash L,oser Base Currency Adjustment to Cash Payment(!) = PHG(t) - (CHG(t) -
CAG(t-1)) 

"PHG" Pre Haircut Base Currency Gains Losses and Realised Cash Flows by Cash 
Payment; 

''CHG" means the Cumulative Pre Haircut Base Currency Gains Losses and 
Realised Cash Flows by Cash Payment; and 

"CAG'' means the Cumulative Actual Base Currency Gains, Losses and Realised 
Cash Flows by Cash Payment and where "CAG" as at the Last Call Prior to Default 
shall be zero. 

(iii) Application of Payment Currency Adjustment to Cash Payment 

On each Loss Distribution Day, the Clearing House shall apply the payment or 
receipt of any Payment Currency Adjustment to Cash Payment as an offset against 
any payments denominated in the same Cash Payment Currency as the relevant 
Payment Currency Adjustment to Cash Payment due from or receivable by the 
relevant FXCCM. 

(c) Application of Cash Gainer Payment Currency Adjustment to Cash 
Payment 

The Clearing House shall apply all payments it receives in respect of Cash 
Gainer Payment Currency Adjustment to Cash Payments solely for the 
purposes of meeting any loss incurred by the Clearing House following, and 
in relation to. each Default, as contemplated in accordance with Rule 16(a) to 
(g). 

(d) Adjustment to Loss Distribution Cap Amount 

If, during a Loss Distribution Period, the Clearing House considers that the 
Cash Gainer Payment Currency Adjustment to Cash Payments applied to a 
particular Margin Account of an FXCCM are, or are about to be equal to or 
greater than the Loss Distribution Cap Amount, the Clearing House may 
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propose an adjustment to such Loss Distribution Cap Amount. If agreed by 
all Non-Defaulting FXCCMs, the Loss Distribution Cap Amount as adjusted 
pursuant to this paragraph (d) shall be applicable for the remainder of the 
relevant Loss Distribution Period. 

(e) No Rebate 

The payment to the Clearing House by any FXCCM of any Cash Gainer 
Payment Currency Adjustment to Cash Payment shall be final and shall not 
give rise to any obligation of the Clearing House to repay any such amount or 
to pay any interest thereon. 

(f) Application of any Recoveries 

If tlie ForexCiear Loss Distribution Process has been Invoked by the Clearing 
House in accordance with this Rule F9, the Clearing House shall reimburse 
the FXCCMs (irrespective of whether they remain FXCCMs at the time of the 
recovery) and the Clearing House on a pro rata basis by reference to the 
resources which have been applied pursuant to Rule 16(a) to (g) and 
including the net amount of any one or more FXCCM Adjustment Amounts 
paid by the relevant FXCCMs: 

(I) any amounts received from the Defaulting FXCCM as a result of the 
Clearing House being a creditor of the Defaulting FXCCM in respect of 
the ForexCiear Business of such Defaulting FXCCM in the context of 
the occurrence of any of the events under Rule 5(i) to (p) in respect of 
the Defaulting FXCCM or otherwise, other than in respect of sums due 
to the Clearing House for its own account; or 

(ii) any other amounts howsoever obtained or recovered in the course of 
the Clearing House's operation of the ForexCiear Default 
Management Process or which are otherwise referable to the 
Defaulting FXCCM, 

in each case net of any related expenses incurred by the Clearing House or 
other sums owing to the Clearing House by the Defaulting FXCCM In 
connection with the ForexCiear Service. For the avoidance of doubt, nothing 
in this paragraph (f) shall oblige the Clearing House to pursue any litigation or 
other action in order to recover the amounts contemplated above and If 
another default fund of the Clearing House has also been applied as a result 
of the FXCCM's Default, any amounts recovered shall be applied pari passu 
as between the relevant default funds 

F10. Where, after the Default of one or more FXCCMs, the Clearing House determines 
that, notwithstanding the availability of any resources remaining under Rule 16(a) to 
(g) and the availability of the ForexCiear Loss Distribution Process in accordance 
with the terms of Rule F9, it is clear that the Clearing House does not have sufficient 
resources to meet its obligations and liabilities arising in respect of those ForexCiear 
Contracts to which it is party with Non~Defaulting FXCCMs, the Clearing House will 
by notice in writing (a "ForexCiear Voluntary Payment Notice"): (i) inform all Non
Defaulting FXCCMs that It has insufficient resources and that it is likely to invoke 
Rule F11; and (ii) invite each Non-Defaulting FXCCM to make a payment of funds (a 
"ForexC/ear Voluntary Payment'), In accordance with RUle 16(g), to make up for 
the relevant shortfall. 
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ForexCiear Voluntary Payments will be made on the following terms: 

(a) no FXCCM shall be obliged to make a ForexCiear Voluntary Payment: 

(b) any ForexCiear Voluntary Payment will be made by an FXCCM by the close 
of business on the business day after receipt of the relevant ForexCiear 
Voluntary Payment Notice: 

(c) no ForexCiear Voluntary Payment may be withdrawn once made; and 

(d) the Clearing House shall have full discretion whether or not to accept a 
particular ForexCiear Voluntary Payment. 

Any failure by the Clearing House to deliver a ForexCiear Voluntary Payment Notice 
pursuant to this Rule F1 0 will not invalidate any action taken by the Clearing House 
pursuant to Rule F11 nor give rise to any liability whatsoever on the part of the 
Clearing House. 

Any ForexCiear Voluntary Payments remaining unused at the time of the expiry of 
the relevant ForexCiear Default Period will be accounted for rateably by the Clearing 
House as if they were amounts paid in respect of the ForexCiear Contributions by 
those FXCCMs from whom ForexCiear Voluntary Payments were accepted. 

F1 1. Where, following the process for inviting ForexClear Voluntary Payments In 
accordance with Rule F10, the Clearing House makes a determination (an 
"Insufficient Resources Determination") that it is clear that the Clearing House does 
not have sufficient resources to meet its obligations and liabilities arising in respect of 
those ForexCiear Contracts to which it is party with Non-Defaulting FXCCMs, the 
following provisions shall have effect: 

(a) All outstanding ForexCiear Contracts shall be closed out as of the clearing 
day following the date the Insufficient Resources Determination was made 
and any further obligations to make any payments under or in respect of such 
ForexCiear Contracts shall cease. The closing prices used shall be mid prices 
calculated by the Clearing House in accordance with the methodology used 
by it to carry out end of day margin runs in respect of the outstanding 
ForexCiear Contracts. Where such data is not available to the Clearing 
House, the closing price shall be the last price used by the Clearing House to 
calculate the variation margin requirement for the position to be closed out 

(b) On the basis of the close out values established tor each outstanding 
ForexCiear Contract, an account shall be taken (as at the time of close out) of 
what is due in respect of each FXCCM, from that FXCCM to the Clearing 
House and from the Clearing House to that FXCCM, as well as all other 
amounts owing under or in respect of ForexCiear Contracts and any other 
amounts that may be due in respect of the ForexCiear Service (including for 
these purposes, a proportionate share of any amounts owed generally to or 
from the Clearing House), and the sums due from the FXCCM shall be set off 
against the sums due from the Clearing House and only the balance of the 
account shall be payable. For the avoidance of doubt, amounts in respect of 
ForexCiear Contracts shall include, but not be limited to, returns of cash 
Q.ollateral held by the Cle,aring House in respect of the EXCCM's variation 
margln a.ssoeiateEl-ltlerewithobligatio~ and the repayment of any Net Cash 
Gainer Payment Currency Adjustment to Cash Payments made in the 
ForexCiear Default Period to which the Insufficient Resources Determination 
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relates (and in respect of which F9(e) shall be specifically disapplied), but 
shall exclude the repayment of any cash Collateral held by the Clearing 
J:lQuse in respec_LQfJhe FXCCM:.s_initlal margin obligations or any outstanding 
forexCiear Contributions. 

To the extent that the aggregate of all of the amounts owed to the Clearing 
House by FXCCMs plus all of those other resources applicable to the 
ForexCiear Clearing SerVIce under Rule 16(a) to (g) that have not been 
applied towards a ForexCiear Excess Loss is less than the aggregate of the 
amounts owed to FXCCMs by the Clearing House, each amount owed to 
FXCCMs by the Clearing House shall be reduced pro rata the shortfall. 

(c) The Clearing House shall determine any amounts due to each FXCCM in 
respect of casb Collateral held by the r8J3aytt!BA-l-Cle.winq House in respect of 
arw-easl:l~ initial margin Qbliaatlons o'f the FXCQM and outstanding 
ForexCiear Contributions to be repaid. The claim of each such FXCCM in 
respect k>Q[ the foregoing shall be reduced in proportion to an amount by 
which (i) the value of the assets available to the Clearing House to meet the 
return obligations referred to in (~ll) bears to (ii) the value of what would be 
due from the Clearing House to eas~llle Clearing Member§ in aggregate in 
respect of the return of it'lHial-mar§i»-rewive~A+-each s~o~t~hcash Collateral 
held by the Clearing Mat"flee~:~ in t~1e-feJ=t1~resoect of c:as~t-the Clearing, 
Members' lnlt1al margin obligatiQO.S_and in respect of outstanding 
Contributions. 

(d) For each FXCCM, the amount due to it or due from it as determined pursuant 
to (b) shall be aggregated with its claim determined pursuant to (c) above and 
only the net sum shall be payable. Where the result of such calculations is 
that an FXCCM owes an amount to the Clearing House, that FXCCM shall 
pay that amount to the Clearing House immediately. Where the result of such 
calculations is that an FXCCM is owed an amount by the Clearing House, the 
Clearing House shall pay that amount to the FXCCM immediately, subject to 
(f) below. 

(e) The payment of such amount to an FXCCM, pursuant to (d) above subject to 
any re-calculations performed pursuant to (f) below, shall constitute the full 
and final payment in respect of the ForexCiear Service and such FXCCM 
shall not be permitted to make any further claims on the Clearing House In 
respect of amounts relating to the ForexCiear Service, nor shall it be 
permitted to notify the Clearing House of a Termlnation Date pursuant to 
Regulation 39A for a failure to pay any amounts in relation to the ForexCiear 
Service. 

(f) The Clearing House may make the payments due under (d) above in one or 
more instalments to the FXCCMs In proportion to the value of their claims on 
the Clearing House under (b) above if some but not all of the amounts due 
under (d) or Rule 16(a) to 16(g) above have not yet been received; The 
Clearing House shall take reasonable steps to recover such amounts and 
may deduct therefrom reasonable administration costs for such recovery. To 
the extent that the Clearing House determines that any such amounts will not 
in fact be recoverable, It shall re-determine the amounts due to FXCCMs in 
accordance with this Rule F11 . 
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(g) This Rule F11 shall not be applied in the event that a Termination Date has 
been specified in relation to the Clearing House in accordance with 
Regulation 39A. 

(h) Nothing in the foregoing shall override the obligation of the Clearing House to 
return non-cash Collateral transferred to it In respect Qf initial margin t>tOVIEkxl 
~y-way-ef-see~:~fily-te-a-fx.GGM-pursuant to it:s!OO Regulations and 
Procedures. 

F12. Ballot Arrangements 

(a) Notwithstanding anything to the contrary in clauses 9.4 and 9.5 of the 
Clearing Membership Agreement, no proposal for any of the amendments set 
out fn paragraphs (i), (ii) and (iii) below (each a "ForexCiear Amendment') 
shall be capable of coming into effect unless first approved in a ballot of 
FXCCMs: 

(i) any amendment to the value of the ForexCiear Fund Floor as provided 
for in paragraph (c) of Rule F2 or as subsequently approved in a ballot 
under this Rule F12; 

(ii) any amendment providing for a change in the nature of the l iabiliti~s 
for which an FXCCM's indemnity is given by virtue of paragraph (b) of 
Rule 28; and 

(iii) any amendment which, in the opinion of the Board of Directors of the 
Clearing House would represent a significant change In the 
commitments of the FXCCMs but not in the commitments of any other 
Clearing Members, 

(b) For the purposes of a ballot conducted pursuant to this Rule F12, the 
provisions of clauses 9.4, 9.6 and 9.7 of the Clearing Membership Agreement 
shall apply with the following amendments: 

(i) the words "major amendment to the Default Fund Rules" in the first 
line of clause 9.4 of the Clearing Membership Agreement shall be 
replaced with the words "ForexCiear Amendment"; 

(II) all references to "Clearing Members" shall be replaced with references 
to "FXCCMs"; 

(iii) in paragraph (c) of clause 9.4 of the Clearing Membership Agreement, 
the reference to "Contributions" shall be replaced with a reference to 
"ForexCiear Contributions" and the reference to "Quarter Day" shall be 
replaced with a reference to "ForexCiear Determination Date''; 

(iv) references 1o "Fund Amount" in clauses 9.6 and 9,7 of the Clearing 
Membership Agreement shall be replaced with references to 
"ForexCiear Fund Amount"; 

(v) the reference to "clause 9.4'' in clause 9.6 of the Clearing Membership 
Agreement shall be replaced with a reference to "Rule F12 of the 
ForexCiear Defaul1 Fund Supplement to the Default Fund Rules"; and 
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(vi) the references to ''Contribution" in clauses 9.6 and 9. 7 of the Clearing 
Membership Agreement shall be replaced with references to 
"ForexCiear Contribution". 

(c) Only General Clearing Members shall be entitled to vote in a ballot conducted 
under clauses 9.4 and 9.5 of the Clearing Membership Agreement in relation 
to an amendment Which affects exclusively any one or combination of: (i) the 
EquityCiear Fund Amount; (ii) the Exchange Fund Amount; (iii) the nature of 
the liabilities for which a General Clearing Member's indemnity is given by 
virtue of paragraph (b) of Rule 28; or (lv) any amendment which, in the 
opinion of the Board of Directors of the Clearing House would represent a 
significant change in the commitments of the General Clearing Members but 
not in the commitments of any other Clearing Members. As a result, for the 
purposes of a ballot conducted under clauses 9.4 and 9.5 of the Clearing 
Membership Agreement other than a Cross-Service Ballot, references to 
"Clearing Members" shall not include FXCCMs who are not also General 
Clearing Members and ForexCiear Contributions shall not count as 
"Contributions". 

F13. For the purposes of this paragraph (c) of this Rule F12, a "Cross-Service Ballot" shall 
mean: (i) a ballot in relation to an amendment which represents a significant change 
in the commitments of all of the Clearing Members of the Clearing House or of a 
significant section of such Clearing Members of the Clearing House who are so 
categorised together, irrespective of and independently from, the Services which they 
clear; and, as such (ii) a ballot which falls within paragraph (c) of clause 9.5 of the 
Clearing Membership Agreement (because, in the opinion of the Board of Directors 
of the Clearing House, it is an amendment which "would represent a significant 
change in the commitments of ... a siAg.QJficiant section of the Clearing Members") but 
does not fall within paragraph (a)(iii) of this Rule F12, paragraph (a)(iii) of Rule S12 
and/or paragraph (a)(ii) of Rule R12 (because the relevant section of the Clearing 
Members Is not restricted to Clearing Members acting in the capacity of Clearing 
Members In ForexCiear, SwapClear and/or RepoGiear). 
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SwapCiear Default Fund Supplement 

S1 . On each business day, the Clearing House will determine a "Combined Loss Value" 
in respect of each of the 60 preceding business days. The Combined Loss Value in 
respect of a particular day will be the sum of the largest and the second largest 
stress-testing loss incurred on that day in relation to SwapCiear Business (for a given 
scenario). 

S2. Each SCM's SwapCiear Contribution (other than a SwapCiear Unfunded 
Contribution) shall be determined by the Clearing House in accordance With the 
following provisions: 

(a) determinations will be made by the Clearing House at the close of business 
on the first business day of each month, and otherwise in accordance with 
paragraph (p) below (each a "SwapCiear Determination Date") . In addition, 
the amount payable in respect of the SwapCiear Contribution of an SCM 
which is a New Member will determined on the date that the relevant New 
Member joins the SwapCiear Service. Notwithstanding the foregoing, 
following a Default, any determinations on a SwapCiear Determination Date 
and any such SwapCiear Determination Date which might otherwise have 
occurred under this Rule S2 shall be suspended for the duration of the period 
(the "SwapCiear Default Period') commencing on the date of such Default 
and terminating on the last to occur of the following dates: 

the date which is the close of business on the day falling 30 calendar 
days after the SwapCiear Default Management Process Compretion 
Date in relation to such Default (or, if such day is not a business day, 
the next succeeding business day); and 

II where, prior to the end of the period referred to In (i) above (or such 
period as has already been extended pursuant to this sub-paragraph 
(ii)) one or more subsequent Defaults (each a "Relevant Default ') 
occur, the date which is the close of business on the day falltng 30 
calendar days after the SwapCiear Default Management Process 
Completion Date in relation to a Relevant Default which falls latest in 
time (or, if such day is not a business day, the next succeeding 
business day); 

(b) the "SwapC/ear Segregated Fund Amount' shall be denominated in pounds 
sterlfng, and, for a given SwapCiear Determination Date, shall be the largest 
of the 60 Combined Loss Values determined under Rule S1 plus 10%. The 
SwapCiear Segregated Fund Amount shall not be less than £1 billion pounds 
(the "SwapCiear Fund Floor') and shall not be more than £5 billion pounds 
(the "SwapCiear Fund Cap"); 

(c) the 11SwapC/ear Tolerance Amounf' shall be the value of that portion of the 
SwapCiear Segregated Fund Amount which relates to those SwapCiear 
default fund resources which have been determined by the Clearing House as 
being required in relation to SwapCiear Tolerance; 

(d) the "SwapCiear Tolerance Weight' of an SCM (other than an SCM which is 
a New Member) shall be calculated by dividing (i) the average SwapCiear 
Tolerance Utilisation of the relevant SCM during the 20 business day period 
preceding the relevant SwapCiear Determination Date in respect of all 
SwapCiear Contracts to which such SCM is a party, which average shall be 
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calculated by adding together the peak SwapCiear Tolerance Utilisation of 
such SCM for each relevant business day and then dividing such sum by 20 
provided that: (x) for SCMs where the peak SwapCiear Tolerance Utilisation 
does not yet exist or is otherwise unavailable in respect of a business day, the 
Clearing House shall estimate the relevant peak SwapCiear Tolerance 
Utilisation by reference to the actual or expected level of clearing activity of 
the relevant SCM in relation to SwapCiear Contracts; by (ii) the total of such 
average SwapCiear Tolerance Utillsations of all Non-Defaulting SCMs other 
than SCMs which are New Members; 

(e) the value of the "SWapCiear Tolerance Contribution Amounf' of: (x) an 
SCM (other than an SCM which is a New Member) shall be calculated by 
multiplying the SwapCiear Tolerance Amount by the SCM's SwapCiear 
Tolerance Weight, provided that (i) where that calculation results in a value 
which is less than or equal to £3 million pounds, or in the case of a New 
Member, the value of the relevant SCM's SwapCiear Tolerance Contribution 
Amount shall be £3 million pounds; and (ii) where that calculation results tn a 
value which is greater than or equal to £30 million pounds, the value of the 
relevant SCM's SwapCiear Tolerance Contribution Amount shall be £30 
million pounds; and (y) a New Member shall be £3 million pounds PROVIDED 
FURTHER that where, as a result of the adjustments in Individual SCM 
SwapCiear Tolerance Contribution Amounts as described in this paragraph, 
the aggregate of the SwapCiear Tolerance Contribution Amounts is greater or 
less than the SwapCiear Tolerance Amount the Clearing House will adjust 
SCMs individual SwapCiear Tolerance Contribution Amounts such that the 
aggregate of the SwapCiear Tolerance Contributions equals the SwapCiear 
Tolerance Amount; 

(f) the "SwapCiear Non-Tolerance Amounf' shall be the value of that portion of 
the SwapCiear Segregated Fund Amount which relates to SwapCiear default 
fund resources other than those which have been determined by the Clearing 
House as being required in relation to SwapCiear Tolerance; 

(g) the "SwapC/ear Non-Tolerance Weighf' of an SCM (other than an SCM 
which Is a New Member) shall be calculated by dividing (i) the average daily 
tO{;tl:Jil-e+"r'}eFlt- fGF- initial margin~ (as calculated under the 
Procedures or other arrangements applicable) which has applied to the SCM 
during the 20 business day period preceding the relevant SwapCiear 
Determination Date in respect of all SwapCiear Contracts to which such SCM 
is a party by (ii) the total of such average daily requirements applied to all 
Non-Defaulting SCMs other than SCMs which are New Members; 

(h) the "SwapC/ear Non-Tolerance Contribution Amount " of an SCM other 
than an SCM which is a New Member shall be calculated by multiplying that 
SCM's SwapCiear Non-Tolerance Wetght by the SwapCiear Non-Tolerance 
Amount; 

(i) the "SwapC/ear Contribution" of: (x) an SCM (other than an SCM which is a 
New Member) shal1 be the sum of (i) that SCM's SwapCiear Non-Tolerance 
Contribution Amount adjusted, where applicable, in accordance with 
paragraph U) or (o) below; and (ii) that SCM's Tolerance Contribution Amount; 
and (y) an SCM which Is a New Member shall be calculated in accordance 
with S4. 

498 



Default Fund Rules November 2013 

(j) if an SCM's SwapCiear Non-Tolerance Contribution Amount (calculated in 
accordance with paragraph (h) above) is below the Minimum Non-Tolerance 
SwapCiear Contribution for the time being, the SCM's SwapCiear Non
Tolerance Contribut1on Amount shall be adjusted so as to the Minimum Non
Tolerance SwapCiear Contribution. Provided that where, as a result of the 
adjustments in indlvidtlal SCM SwapCiear Non-Tolerance Contributions 
Amounts as described in this paragraph, the aggregate of the SwapCiear 
Non-Tolerance Contribution Amounts is greater than the SwapCiear Non
Tolerance Amount the Clearing House will adjust individual SwapCiear Non
Tolerance Contribution Amounts such that the aggregate of the SwapCiear 
Non-Tolerance Contributions equals the SwapCiear Non-Tolerance Amount; 

(k) the "SwapCiear Actual Totaf' shall be calculated by adding together (f) the 
amount which is the product of the Minimum Non-Tolerance SwapCiear 
Contribution and the number of Minimum SwapCiear Contribution Members; 
and (ii) the aggregate SwapCiear Non-Tolerance Contribution Amounts 
(calculated in accordance with paragraph (h) above) of those SCMs which are 
not Minimum SwapCiear Contribution Members; (iii) the aggregate 
SwapCiear Tolerance Contribution Amounts of all SCMs other than SCMs 
which are New Members; and (iv) the aggregate SwapCiear Contributions of 
all SCMs which are New Members; 

(I) where the SwapCiear Actual Total is greater than the SwapCiear Fund Cap, 
the "SwapC/ear Excess" shall be the arithmetical difference between the 
SwapCiear Actual Total and the SwapCiear Fund Cap; 

(m) where the SwapCiear Actual Total is less than the SwapCiear Fund Floor, the 
"SwapC/ear Shortfall' shall be the arithmetical difference between the 
SwapCiear Fund Floor and the SwapCiear Actual Total; 

(n) for each SCM other than a Minimum SwapCiear Contribution Member or a 
New Member: (i) the SCM's "SwapCiear Discount'' (if any) shall be such 
SCM's pro rata share of the SwapCiear Excess calculated as the proportion 
of such SCM's SwapCiear Non-Tolerance Contribution Amount relative to the 
aggregate SwapCiear Non-Tolerance Contribution Amounts of all SCMs other 
than Minimum SwapCiear Contribution Members and New Members; and (li) 
the SCM's ''SwapC/ear Increase" (if any) shall be such SCM's pro rata share 
of the SwapCiear Shortfall calculated as the proportion of such SCM's 
SwapCiear Non-Tolerance Contribution Amount relative to the aggregate 
SwapCiear Non-Tolerance Contribution Amounts of all SCMs other than 
Minimum SwapCiear Contribution Members and New Members; 

(o) for each SCM other than a Minimum SwapCiear Contribution Member or a 
New Member, the SCM's SwapCiear Non~Tolerance Contribution Amount 
shall be adjusted by (i) the subtraction of any SwapCiear Discount appllcable 
to the SCM; or (ii) plus the addition of any SwapCiear Increase applicable to 
the SCM; provided that if the application of any SwapCiear Discount would 
result in a SwapCiear Non-Tolerance Contribution Amount of an SCM that Is 
less than the Minimum Non-Tolerance SwapCiear Contribution, such SCM 
shall pay the Minimum Non-Tolerance SwapCiear Gernr~eu!ler·J IHContribution 
in respect of the SwapCiear Non-Tolerance Contribution Amount applicable to 
it, notwithstanding that the arithmetical sum of SwapCiear Contributions paid 
by all SCMs may thereby exceed the SwapCiear Fund Cap; and 
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(p) the Clearing House may recalculate the SwapCiear Segregated Fund Amount 
and the SwapCiear Contributions due from each SCM on any business day if 
the largest of the 60 Combined Loss Values determined under Rule S1 on 
that day differs by more than 25% from the Combined Loss Value on whi~h 
the previous SwapCiear Contribution determination was based and, on such 
business day, the Clearing House shall be entitled to require those SCMs 
whose portfolios have caused the increase in the Combined Loss Value to 
pay an additional amount in respect of their SwapCiear Contributions. 

S3. For the purposes of the calculations under Rule S2: 

(a) references to "SwapCiear Clearing Members" or "SCMs" do not include 
references to Defaulting SCMs (apart from any Defaulting SCM in respect of 
which the Clearing House permits the application of Rule S2) or persons 
which were formerly SCMs but are not SCMs at 'the SwapCiear Determination 
Date at which the relevant determination is made; 

(b) Contributions shall be rounded upwards, If not already such a multiple, to the 
next integral multiple of one thousand pounds, notwithstanding that the 
arithmetical sum of SwapCiear Contributions paid by all SCMs may thereby 
exceed the SwapCiear Fund Cap; and 

(c) no account shall be taken, in calculating tlliLinitlal margin.J.AA.~,~.kemeot or 
SwapCiear Non-Tolerance Weight under Rule S2 of any offsets in the initial 
margin required for SwapCiear Contracts from an SCM, which may otherwise 
be permissible Under the Procedures or other arrangements applicable. 

Provided that the SCM is not a defaulter, the amount of its SwapCiear 
Contribution shall be calculated in accordance with and subject to Rule S2. 
The provisions of Rule S2 and this Rule do not apply to a Defaulting SCM, 
Unless the Clearing House so permits in any particular case. 

S4. Without prejudice to any other requirements which the Clearing House may Impose, 
the amount of the SwapCiear Contribution of a New Member shall be the sum of (a) 
the Minimum Non-Tolerance SwapCiear Contribution; (b) the SwapCiear Tolerance 
Contribution Amount; -and (c) any supplementary sum determined by the Clearing 
House in its discretion and notified to the New Member. The Clearing House shall 
determine the amount of such supplementary sum by reference to the actual or 
expected level of clearing activity of the New Member. 

S5. Upon determination of the amount of a SwapCiear Contribution in accordance with 
Rule S2: 

(a) if the amount of the SwapCiear Contribution of an SCM immediately before 
close of business on the relevant SwapCiear Determination Date exceeds the 
amount of the SCM's SwapCiear Contribution as determined under Rule S2 
as at close of business on that day, the excess shall be paid by the Clearing 
House to such SCM in accordance with the Procedures: 

(b) if the amount of the SwapCiear Contribution of an SCM immediately before 
close of business on the relevant SwapCiear Determination Date is the same 
as the amount of the SCM's SwapCiear Contribution as so determined, no 
sum shall then be payable by or to such SCM in respect of Its Contribution; 
and 
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(c) If the amount of the SwapCiear Contribution of an SCM immediately before 
close of business on the relevant SwapCiear Determination Date is less than 
the amount of the SCM's SwapCiear Contribution as so determined, the 
shortfall shall be paid by such SCM to the Clearing House in accordance with 
the Procedures. 

The provisions of this Rule do not apply to a Defaulting SCM, unless the 
Clearing House so permits in any particular case. 

S6. On any day interest shall accrue on the amount of each SwapCiear Contribution then 
held by the Clearing House, to the extent that it has not been applied under Rule 26 
or Rule 28, in such manner as provided by the Procedures and at a SONIA-linked 
rate determined, in light of market conditions at such time, by the Clearing House 
from time to time and notified by the Clearing House to SwapCiear Clearing 
Members. Interest shall be payable in arrear and shall be paid on the date or dates 
specified by the Procedures. In these Default Fund Rules any interest which has 
accrued under this Rule shall not be regarded as part of the SwapCiear Contribution. 
For the avoidance of doubt, if the rate of Interest payable on SwapCiear 
Contributions is negative, interest shall be payable by SwapCiear Clearing Members 
to the Clearing House. 

S7. Where, after a Default, the Clearing House has applied part or all of a SwapCiear 
Contribution under Rule 26 or Rule 28, the SwapCiear Segregated Fund Amount 
shall be reduced forthwith by the aggregate amount of the SwapCiear Contributions 
or parts of SwapCiear Contributions so applied and the amount of the SwapCiear 
Contribution that each SCM must maintain with the Clearing House shall be reduced 
by the amount of its SwapCiear Contribution which has been applied pursuant to 
Rule 28, in each case until the next SwapCiear Determination Date. Unless and 
until the Clearing House has repaid a defaulter's SwapCiear Contribution (or 
remaining part thereof, as applicable), the SwapCiear Segregated Fund Amount shall 
be treated as having been reduced by the amount of the defaulter's SwapCiear 
Contribution (if any); regardless of whether the Clearing House has applied part or all 
of that SwapCiear Contribution under Rule 26. 

sa. Where, after a Default, the Clearing House determines that (i) by reason of a 
reduction in accordance with Rule S7, the value of the SwapCiear Segregated Fund 
Amount has been reduced by at least 25%; or (ii) by the time of the SwapCiear 
Default Management Process Completion Date in relation to the relevant Default the 
value of the SwapCiear Segregated Fund Amount will be reduced by at least 25%, 
the Clearing House may, by notice in writing (the "Swap Clear Unfunded 
Contribution Notice"), require each Non-Defaulting SCM to deposit and maintain an 
amount (each a "SwapC/ear Unfunded Contribution") in accordance with the 
following provisions: 

(a) SwapCiear Unfunded Contributions will only be payable in circumstances 
where the relevant SwapClear Unfunded Contribution Notice is delivered by 
the Clearing House to SCMs prior to the SwapCiear Default Management 
Process Completion Date in relation to the relevant Default; 

(b) the value of the SwapCiear Unfunded Contribution payable by each Individual 
SCM shall be the product of (i) the percentage by Which the value of the 
SwapCiear Segregated Fund Amount has been reduced and (ii) the value of 
the SwapCiear Contribution of such SCM as at the last SwapCiear 
Determination Date prior to the date when the relevant Default occurred; 
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(c) the Clearing House may, by the delivery of one or more further SwapCiear 
Unfunded Contribution Notices, require each Non-Defaulting SCM to pay one 
or more further SwapCiear Unfunded Contributions in respect of the same 
Default, provtded that the total value . of the SwapCiear Unfunded 
Contributions payable by an individual SCM in respect of a· particular Default 
(determined in accordance with paragraph (b) above) may not exceed the 
value of the SwapCiear Contribution of such SCM as at the last SwapCiear 
Determination Date prior to the date when the relevant Defaul t occurred; and 

(d) following a Default in respect of which SwapCiear Unfunded Contributions 
were paid (the "First Default'), the Clearing House may require the payment 
of further SwapCiear Unfunded Contributions in respect of subsequent 
Defaults, (which, for the avoidance of doubt, can never be a First Default), 
provided that SwapCiear Unfunded Contributions will not be payable in 
respect of any more than three Defaults in any six month period (commencing 
on the date of delivery of the first SwapCiear Unfunded Contribution Notice in 
respect of the First Default). 

SCMs will be reqUired to deposit the full amount of their SwapCiear Unfunded 
Contributions (without exercising any rights of set-off or counterclaim) w1th the 
Clearing House on the business day following receipt of a SwapCiear Unfunded 
ContribUtion Notice. 

For the avoidance of doubt, references to "SCMs" for the purposes of this Rule sa 
include any SCM (other than a Defaulting SCM) who is: (i) a Retiring Member but 
whose status as a Clearing Member has not yet been terminated; and (ii) a 
Resigning Member whose resignation from the SwapCiear Service is not yet 
effective. 

59. SwapCiear Loss Distribution Process 

Where, after a Default, the Clearing House determines that the SwapCiear Excess 
Loss resulting from the Default will exceed the amounts to be applied to it under Rule 
16(a) to (g), the Clearing House may Implement the process (the "SwspC/ear Loss 
Distribution Process") described in this Rule S9. 

(a) For the purposes of this Rule S9 and for Rule S11 , the following definitions 
will apply: 

"Actual Base Currency Galns1 Losses and Realised Cash Flows by Cash 
Payment' means, in respect of each Cash Payment and any business day, the sum 
of the Pre Haircut Base Currency Gains, Losses and Realised Cash Flows by Cash 
Payment and any Cash Gainer Base Currency Adjustment to Cash Payment or Cash 
Loser Base Currency Adjustment to Cash Payment. 

"Auction Portfolio" has the meaning assigned to it in the SwapCiear DMP Annex. 

"Available Resources" means, in respect of any Loss Distribution Period, the 
amounts available to the Clearing House for application in meeting any loss suffered 
or Incurred by the Clearing House in accordance with Rule 16(a) to (g) as at the 
relevant Last Call Prior to Default. 

"Cash Gain" means, in respect of any Cash Gainer and any Loss Distribution Day, 
the amount of positive Cumulative Pre Haircut Base Currency Gains Losses and 
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Realised Cash Flows in raspect of such Cash Gainer in respect of such Loss 
Distribution Day. 

"Cash Gainer' means, in respect of any Loss Distribution Day, each Margin Account 
in respect of which the value of the Cumulative Pre Haircut Base Currency Gains 
Losses and Realised Cash Flows on such Loss Distribution Day is greater than zero. 

''Cash Gainer Base Currency Adjustment to Cash Payment'' has the meaning set 
out in paragraph (b)(i} of this Rule S9. 

Cash Gainer Payment Currency Adjustment to Cash Payment'' has the meaning 
set out in paragraph (b)(i) of this Rule S9. 

"Cash Loser' means, in respect of any Loss Distribution Day, each Margin Account 
in respect of which the value of the Cumulative Pre Haircut Base Currency Gains 
Losses and Realised Cash Flows on such Loss Distribution Day is equal to or less 
than zero. 

"Cash Loser Base Currency Adjustment to Cash Payment" has the meaning set 
out in paragraph (b)(il) of this Rule S9. 

"Cash Loser Payment Currency Adjustment to Cash Payment' has the meaning 
set out in paragraph (b)(il) of this Rule S9. 

"Cash Payment' means, in respect of any business day, the aggregated amount 
which would be paid by the Clearing House to a Non-Defaulting SCM (expressed as 
a positive number) or by such SCM to the Clearing House (expressed as a negative 
number) in respect of a Cash Payment Type in a Cash Payment Currency on such 
business day. 

"Cash Payment Currency" means each of the 17 currencies in which payments 
made between the Clearing House and an SCM may be denominated. 

"Cash Payment Type" means each of the Price Alignment Interest, coupon 
payments, consideration (fee) payments and cash Collateral transferable in respect 
~variation margin payableobliqatjons in respect of a Margin Account of a Non
Defaulting SCM, 

"Cumulative Actual Base Currency Gains, Losses and Realised Cash Flows" 
means In respect of each Margin Account of each Non-Defaulting SCM and any 
business day, the sum of the Cumulative Actual Base Currency Gains, Losses and 
Realised Cash Flows by Cash Payments payable on such Margin Account. 

"Cumulative Actual Base Currency Gains, Losses and Realised Cash Flows by 
Cash Payment' means, in respect of each Cash Payment and any business day, the 
aggregate amount, if any, paid by the Clearing House to a Non-Defaulting SCM 
(expressed as a positive number) or by such SCM to the Clearing House (expressed 
as a negative number) in respect of Actual Base Currency Gains, Losses and 
Realised Cash Flows by Cash Payment from but excluding the relevant Last Call 
Prior to Default to and including such business day. 

"Cumulative LCH Transfer Cost ' means, on any business day during any Loss 
Distribution Period, the sum of any LCH Transfer Cost for each day from but 
excluding the relevant Last Call Prior to Default to and including such business day. 
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''Cumulative Pre Haircut Base Currency Gains Losses and Realised Cash 
Flowsu means, in respect of each Margin Account of each Non·Defal.llting SCM and 
any business day, the sum of the Cumulative Pre Haircut Base Currency Gains 
Losses and Realised Cash Flows by Cash Payments payable on such Margin 
Account. 

"Cumulative Pre Haircut Base Currency Gains Losses and Realised Cash 
Flows by Cash Paymenf' means, in respect of each Cash Payment and any 
business day, the sum of the Pre Haircut Base Currency Gains, Losses and Realised 
Cash Flows by Cash Payment for such Cash Payment for each day from but 
excluding the relevant Last Call Prior to Default to and incll.lding such business day. 

"Distribution Haircut ' or ''DH' means, on each Loss Distribution Day, the fraction 
determined by the Clearing House in accordance with the following formula: 

DH(t) = LUL(t) I TCG(t} 

where: 

"LUL" means the LCH Uncovered Loss; and 

"TCG" means the Total Cash Gains. 

"Last Call Prior to Default' means the most recent business day on which 
payments1he margin obligations of G~l tequi~-be-s-naoo hyllle. SCMs were 
madedjscharaed in full. 

"LCH Transfer Cost' means the cost (converted, where appllcable1 into pounds 
sterling at a rate of exchange determined by the Clearing House in its sole discretion) 
to the Clearing House of transferring the rights and obligations arising out of the 
Auction Portfolios of a Defaulting SCM to those SCMs who have successfully bid for 
such Auction Portfolios in A.uctions. 

"LCH Uncovered Loss" means, in respect of the Clearing House on any business 
day in any Loss Distribution Period, the amount calculated in accordance with the 
following formula: 

LCH Uncovered Loss(t) =Max (0, (TCPH (t) + CLC(t)- TAR)) 

where: 

"TCPH' means the Total Cumulative Pre Haircut Base Currency Gains losses and 
Realised Cash Flows; 

"CLC' means the Cumulative LCH Transfer Cost; 

"TAR' means the Total Available Resources; and 

the LCH Uncovered Loss as at the Last Call Prior to Default shall be zero. 

"Loss Distribution Cap Amount' means, In respect of each Non-Defaulting SCM 
and any Loss Distribution Period, an amount equal to the higher of (i) £100,000,000; 
(ii) the product of (a) 100 per cent. and (b) the SwapCiear Contribution of such Non
Defaulting SCM as at the last SwapCiear Determination Date prior to the date when 
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the Default occurred at the beginning of that Loss Distribution Period; and (i1l) any 
adjusted cap as may be agreed pursuant to paragraph (d) of this Rule S9. 

11Loss Distribution Day' means any business day in a Loss Distribution Period on 
which the Clearing House, in consultation with the SwapClear DMG, prior to calling 
for: (i) GeVetG.o.!lateial in respect of margin obligations in accordance with the 
provisions of the Procedures; and (ii) Required Collateral, on such business day, 
determines that the LCH Uncovered Loss for that business day is greater than zero. 

"Loss Distribution Period' means the period from, but excluding, the day on which 
a Default occurs with respect to an SCM to but excluding the earlier of: (i) the 
business day on which (a) the rights and obligations arising out of the Auction 
Portfolios of the Defaulting SCM are transferred to those SCMs which have 
successfully bid for such Auction Portfolios in Auctions, or, If any Default occurs with 
respect to any other SCM prior to the end of a Loss Distribution Period, the rights and 
obligations arising out of the Auction Portfolios of any subsequent Defaulting SCM 
are transferred to those SCMs who have successfully bid for such Auction Portfolios 
in Auctions and (b) all payments required to be made by such SCMs and/or the 
Clearing House in respect of such Auction(s) have been made in full; or (ii) any Loss 
Distribution Day fn respect of which the Clearing House determines that the SCM 
Adjustment Amount for any SCM would be equal to or greater than the Loss 
Distribution Cap Amount for such loss Distribution Day. 

"Margin Account' means each Proprietary Account, Individual Segregated Account, 
Omnibus Net Segregated Account and each FCM Client Segregateq Sub-Acco4nt 
related to the SwapCiear Service of an SCM. 

"Payment Cun-ency Adjustment to Cash Payment' means one or more Cash 
Gainer Payment Currency Adjustment to Cash Payment(s) and/or one or more Cash 
Loser Payment Currency Adjustment to Cash Payment(s). 

"Pre Haircut Base Currency Gains, Losses and Realised Cash Flows by Cash 
Payment' means, in respect of each Cash Payment and any business day, the 
amount (converted, where applicable, into pounds sterling at the Rate of Exchange 
which would be paid by the Clearing House to a Non-Defaulting SCM (expressed as 
a positive number) or by such SCM to the Clearing House (expressed as a negative 
number) on such business day In the absence of the application of the Distribution 
Haircut. 

"Rate of Exchange'' means, for any day, the applicable rate of exchange for 
converting one currency into another as determined by the Clearing House by 
reference to Reuters; 

"SCM Adjustment Amount ' means in respect of the Margin Account(s) of any Non
Defaulting SCM and any Loss Distribution Day, an amount equal to the sum of t:he 
Cumulative Pre Haircut Base Currency Gains Losses and Realised Cash Flows In 
respect of such Margin Account(s) of such SCM less the sum of the Cumulative 
Actual Base Currency Gains, Losses and Realised Cash Flows in respect of such 
Margin Account(s) of such Clearing Member, in each case in respect of the Loss 
Distribution Period in which such Loss Distribution Day falls. 

"f' means, in respect of any determination made in relation to a business day, such 
business day. 
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"t-1'' means, in respect of any determination made in relation to a business day, the 
business day immediately prior to such business day. 

"Total Available Resources'' means, on any business day during a Loss Distribution 
Period the sum of (i) the Available Resources and (ii) any Unfunded Contributions 
deposited with the Clearing House since the relevant Last Call Prior to Default. 

"Total Cash Gains'' means, in respect of any business day, the sum of the Cash 
Gain in respect of all Cash Gainers on such business day. 

"Total Cumulative Pre Ha;rcut Base Currency Gains losses and Realised Cash 
Flows" means, in respect of any business day the sum of all Total Cumulative Pre 
Haircut Base Currency Gains Losses and Realised Cash Flows by Cash Payments. 

"Total Cumulative Pre Haircut Base Currency Gains Losses and Realised Cash 
Flows by Cash Payment' means, in respect of any business day, the sum of the 
Total Pre Haircut Base Currency Gains Losses and Realised Cash Flows by Cash 
Payment for each business day from but excluding the relevant Last Call Prior to 
Default to and including such business day. 

"Total Pre Haircut Base Currency Gains Losses and Realised Cash Flows by 
Cash Payment' means, in respect of any business day, the sum of the Pre Haircut 
Base Currency Gains Losses and Realised Cash Flows by Cash Payment In respect 
of all Margin Accounts of all Non-Defaulting SCMs on such business day. 

"Underlying Cash Payment' means, in respect of a Cash Gainer Base Currency 
Adjustment to Cash Payment or a Cash Loser Base Currency Adjustment to Cash 
Payment, the Cash Payment In respect of which such Cash Gainer Base Currency 
Adjustment to Cash Payment or Cash Loser Base Currency Adjustment to Cash 
Payment is calculated. 

(b) Adjustment of Underlying Cash Payments 

Cash Gainer 

On each Loss Distribution Day for each Margin Account of each Non
Defaulting SCM which is deemed to be a Cash Gainer, the relevant 
SCM shall be required to pay the Clearing House an amount equal to 
each positive amount determined as follows or, as applicable, the 
Clearing House shall be required to pay the relevant SCM the absolute 
value of each negative amount determined as follows (in each case, 
such amount the "Cash Gainer Payment Currency Adjustment to 
Cash Payment'): 

The Cash Gainer Payment Currency Adjustment to Cash Payment is 
the value of the amount determined in accordance with the formula 
below (the "Cash Gainer Base Currency Adjustment to Cash 
Payment') converted at the Rate of Exchange into the Cash Payment 
Currency In which the relevant Underlying Cash Payment is 
denominated 

where: 

Cash Gainer Base Currency Adjustment to Cash Payment (t) = PHG(t) 
- (CHG(t) * Max (0, 1 - DH(t))- CAG(t-1 )) 
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"PHG" means the Pre Haircut Base Currency Gains Losses and 
Realised Cash Flows by Cash Payment; 

''CHG" means the Cumulative Pre Haircut Base Currency Gains Losses 
and Realised Cash Flows by Cash Payment; 

"DH' means the Distribution Haircut; and 

"CAG" means the Cumulative Actual Base Currency Gains, Losses and 
Realised Cash Flows by Cash Payment and where "CAG" as at the 
Last Call Prior to Default shall be zero. 

ii Cash Loser 

On each Loss Distribution Day for each Margin Account of each Non
Defaulting SCM which is deemed to be a Cash Loser, the Clearing House 
shall be required to pay the absolute value of each amount (the "Cash Loser 
Payment Currency Adjustment to Cash Payment") determined as follows: 

The Cash Loser Payment Currency Adjustment to Cash Payment is the value 
of the amount determined in accordance with the formula below (the "Cash 
Loser Base Currency Adjustment to Cash Payment') converted at the 
Rate of Exchange into the Cash Payment Currency in which the relevant 
Underlying Cash Payment is denominated 

Where 

Cash Loser Base Currency Adjustment to Cash Payment(t) = PHG(t) -
(CHG(t)- CAG(t-1)) 

"PHG" Pre Haircut Base Currency Gains Losses and Realised Cash Flows by 
Cash Payment; 

"CHG" means the Cumulative Pre Haircut Base Currency Gains Losses and 
Realised Cash Flows by Cash Payment; and 

"CAG" means the Cumulative Actual Base Currency Gains, Losses and 
Realised Cash Flows by Cash Payment and where "CAG" as at the Last Call 
Prior to Default shall be zero. 

Iii Application of Payment Currency Adjustment to Cash Payment 

On each Loss Distribution Day, the Clearing House shall apply the payment 
or receipt of any Payment Currency Adjustment to Cash Payment as an offset 
against any payments denominated in the same Cash Payment Currency as 
the relevant Payment Currency Adjustment to Cash Payment due from or 
receivable by the relevant SCM. 

iv Adjustment for exchange of Notional Amounts on maturity 

an exchange of Notional Amounts is applicable to any SwapCiear Contract on 
any business day during a Loss Distribution Period, the Clearing House may, 
following consultation with its risk committee or the SwapCiear DMG, as 
appropriate, make such adjustments as are necessary to the calculation of a 
Payment Currency Adjustment to Cash Payment to reflect the payment flows 
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ansmg from such exchange of Notional Amounts, keeping in mind the 
principle that the calculation of a Payment Currency Adjustment to Cash 
Payment is designed to capture all profits and/or losses on positions during 
the relevant Loss Distribution Period. 

(c) Application of Cash Gainer Payment currency Adjustment to Cash 
Payment 

The Clearing House shall apply all payments it receives In respect of Cash 
Gainer Payment Currency Adjustment to Cash Payments solely for the 
purposes of meeting any loss incurred by the Clearing House following, and 
in relation to, each Default, as contemplated in accordance with Rule 16( a) to 
(g). 

(d) Adjustment to Loss Distribution Cap Amount 

If, during a Loss Distribution Period, the Clearing House considers that the 
Cash Gainer Payment Currency Adjustment to Cash Payments applied to a 
particular Margin Account of an SCM are, or are about to be equal to or 
greater than the Loss Distribution Cap Amount, the Clearing House may 
propose an adjustment to such Loss Distribution Cap Amount. If agreed by 
all Non-Defaulting SCMs, the Loss Distribution Cap Amount as adjusted 
pursuant to this paragraph (d) shall be applicable for the remainder of the 
relevant Loss Distribution Period. 

(e) No Rebate 

The paymeht to the Clearing House by any SCM of any Cash Gainer 
Payment Currency Adjustment to Cash Payment shall be final and shall not 
give rise to any obligation of the Clearing House to repay any such amount or 
to pay any interest thereon. 

(f) Application of any Recoveries 

If the SwapCiear Loss Distribution Process has been invoked by the Clearing 
House in accordance with this Rule S9, the Clearing House shall reimburse 
the SCMs (irrespective of whether they remain SCMs at the time of the 
recovery) and the Clearing House on a pro rata basis by reference to the 
resources which have been applied pursuant to Rule 16(a) to (g) and 
Including the net amount of any one or more paid by the relevant SCMs: 

any amounts received from the Defaulting SCM as a result of the 
Clearing House being a creditor of the Defaulting SCM in respect of 
the SwapCiear Business of such Defaulting SCM in the context of the 
occurrence of any of the events under Rule 5(i) to (p) in respect of the 
Defaulting SCM or otherwise, other than in respect of sums due to the 
Clearing House for its own account; or 

fl any other amounts howsoever obtained or recovered lh the course of 
the Clearing House's operation of the SwapCiear Default Management 
Process or which are otherwise referable to the Defaulting SCM, 

in each case net of any related expenses incurred by the Clearing House or 
other sums owing to the Clearing House by the Defaulting SCM in connection 
with the SwapCiear clearing service. For the avoidance of doubt, nothing in 
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this paragraph (f) shall oblige the Clearing House to pursue any litigation or 
other action In order to recover the amounts contemplated above and if 
another default fund of the Clearing House has also been applied as a resull 
of the SCM's Default, any amounts recovered shall be applied pari passu as 
between the relevant default funds. 

S10. Where, after the Default of one or more SCMs, the Clearing House determines that, 
notwithstanding the availability of any resources remaining under Rule 16(a) to (g) 
and the availability of the SwapCiear Loss Distribution Process In accordance with 
the terms of Rule S9, it is clear that the Clearing House does not have sufficient 
resources to meet its obligations and liabilities arising in respect of those SwapCiear 
Contracts to which it is party with Non-Defaulting SCMs, the Clearing House will by 
notice in writing (a "SwapCiear Voluntary Payment Notice"): (i} inform all Non
Defaulting SCMs that it has insufficient resources and that it is likely to invoke Rule 
S 11; and (ii) invite each Non-Defaulting SCM to make a payment of funds (a 
"SwapCiear Voluntary Payment'), In accordance with Rule 16(g), to make up for 
the relevant shortfall. 

(a) SwapCiear Voluntary Payments will be made on the following terms: 

(b) no SCM shall be obliged to make a SwapCiear Voluntary Payment: 

(c) any SwapCiear Voluntary Payment will be made by an SCM by the close of 
business on the business day after receipt of the relevant SwapCiear 
Voluntary Payment Notice: 

(d) no SwapCiear Voluntary Payment may be withdrawn once made; and 

(e) the Clearing House shall full discretion whether or not to accept a particular 
SwapCiear Voluntary Payment. 

Any failure by the Clearing House to deliver a SwapCiear Voluntary Payment Notice 
pursuant to this Rule S10 will not invalidate any action taken by the Clearing House 
pursuant to Rule S11 nor give rise to any liability whatsoever on the part of the 
Clearing House. 

Any SwapCiear Voluntary Payments remaining unused at the time of the expiry of 
the relevant SwapCiear Default Period will be accounted for rateably by the Clearing 
House as if they were amounts paid in respect of the SwapCiear Contributions of 
those SCMs from whom SwapCiear Voluntary Payments were accepted. 

S 11 . Where, following the process for inviting SwapCiear Voluntary Payments in 
accordance with Rule S1 0, the Clearing House makes a determination (an 
"Insufficient Resources Determination") that it is clear that the Clearing House 
does not have sufficient resources to meet its obligations and liabilities arising in 
respect of those SwapCiear Contracts to which it is party with Non-Defaulting SCMs, 
the following provisions shall have effect: 

(a) All outstanding SwapCiear Contracts shall be closed out as of the clearing 
day following the date the Insufficient Resources Determination was made 
and any further obligations to make any payments under or in respect of such 
SwapCiear Contracis shall cease. The closing prices used shall be mid prices 
calculated by the Clearing House in accordance with the methodology used 
by it to carry out end of day margin runs in respect of the outstanding 
SwapCiear Contracts. Where such data is not available to the Clearing 
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House, the closing price shall be the last price used by the Clearing House to 
calculate the variation margin requirement for the position to be closed out. 

(b) On 'the basis of the close out values established for each outstanding 
SwapCiear Contract, an account shall be taken (as at the time of close out) of 
what is due in respect of each SCM, from that SCM to the Clearing House 
and from the Clearing House to that SCM, as well as all other amounts owing 
under or in respect of SwapCiear Contracts and any other amounts that may 
be due in respect of the SwapCiear Service (including for these purposes, a 
proportionate share of any amounts owed generally to or from the Clearing 
House), and the sums due from the SCM shall be set off against the sums 
due from the Clearing House and only the balance of the account shall be 
payable. For the avoidance of doubt, amounts in respect of SwapCiear 
Contracts shall include, but not be limited to, returns of cash Collateralh.e!d. 
by the Clearing House in respect of the SCM's variation margin assoeiat4*1 
~ei'&Nitlioblig.ati.Qns and the repayment of any Net Cash Gainer Payment 
Currency Adjustment to Cash Payments made in the SwapCiear Default 
Period to which the Insufficient Resources Determination relates (and in 
respect of which S9(e) shall be specifically disapplled), but shall exclude the 
repayment of any cash Collateral transferred to the Clearing House in resp.ect 
.o~ SCM's initial margin obligations or any outstanding SwapCiear 
Contributions. 

To the extent that the aggregate of all of the amounts owed to the Clearing 
House by SCMs plus all of those other resources applicable to the SwapCiear 
Business under Rule 16(a) to (g) that have not been applied towards a 
SwapCiear Excess Loss is less than the aggregate of the amounts owed to 
SCMs by the Clearing House, each amount owed to SCMs by the Clearing 
House shall be reduced pro rata the shortfall. 

(c) The Clearing House shall determine any amounts due to each SCM in 
respect of the repayment of any cash Collateral held by the Clearipq House in 
respect of the SCM's initial margin obljgations and outstanding SwapCiear 
Contributions to be repaid. The claim of each such SCM in respect lGQf the 
foregoing shall be reduced in proportion to an amount by which (I) the value 
of the assets available to the Clearing House to meet the return obligations 
referred to in (ii) bears to (ii) the value of what would be due from the Clearing 
House to eaGh~ Clearing Member~ in aggregate in respect of the return of 
IRIIffil-margin reGei-vefl-lf.em ~~Ghcasb Collateral held by the Clearing 
MembefHou.s~ in tfle-fennrespect of sastl - the Clearing Members' initial 
margin obllgations_andJn_r:especLQf outstanding Contributions. 

(d) For each SCM, the amount due to it or due from it as determined pursuant to 
(b) shall be aggregated with its claim determined pursuant to (c) above and 
only the net sum shall be payable. Where the result of such calculations- is 
that an SCM owes an amount to the Clearing House, that SCM shall pay that 
amount to the Clearing House immediately. Where the result of such 
calculations is that an SCM is owed an amount by the Clearing House, the 
Clearing House shall pay that amount to the SCM immediately, subject to (f) 
below. 

(e) The payment of such amount to an SCM, pursuant to (d) above subject to any 
re-calculations performed pursuant to (f) below, shall constitute the full and 
final payment in respect of the SwapCiear SeNice and such SCM shall not be 
permitted to make any further claims on the Clearing House in respect of 
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amounts relating to the SwapCiear Service nor shall It be permitted to nottfy 
the Clearing House of a Termination Date pursuant to Regulation 39A for a 
failure to pay arw amounts in relation to the SwapCiear Service. 

(f) The Clearing House may make the payments due under (d) above in one or 
more instalments to the SCMs in proportion to the value of their claims on the 
Clearing House under (b) above if some but not all of the amounts due under 
(d) or Rule 16(a) to 16(g) above have not yet been received. The Clearing 
House shall take reasonable steps to recover such amounts and may deduct 
therefrom reasonable administration costs for such recovery. To the extent 
that the Clearing House determines that any such amounts will not In fact be 
recoverable, it shall re-determine the amounts due to SCMs in accordance 
with this Rule S 11. 

(g) This Rule S11 shall not be applied rn the event that a Termination Date has 
been specified in relation to the Clearing House in accordance wlth 
Regulation 39A 

(h) Nothing In the foregoing shall override the obligation of the Clearing House to 
return non-cash Collateral transferred to it in respect of Initial margin ~}feviEied 
~keeHFity-ts-a-SGM-pursuant to it-st:be Regulations and Procedures. 

S 12. Ballot Arrangements 

Notwithstanding anything to the contrary in clauses 9.4 and 9.5 of the Clearing 
Membership Agreement, no proposal for any of the amendments set out in 
paragraphs (1), (ii) and (iii) below (each a "SwapC/ear Amendment') shall be 
capable of coming into effect unless first approved in a ballot of SCMs: 

any amendment to the value of t11e SwapCiear Fund Floor and/or the 
value of the SwapCiear Fund Cap, in each case as provided for in 
paragraph (b) of Rule S2 or as subsequently approved In a ballot 
under this Rule S12; 

ii any amendment providing for a change in the nature of the liabilities 
for which an SCM's indemnity is given by virtue of paragraph (c) of 
Rule 28; and 

iii any amendment which, in the opinion of the Board of Directors of the 
Clearing House would represent a significant change in the 
commitments of the SCMs but not in the commitments of any other 
Clearing Members, 

(a) For the purposes of a ballot conducted pursuaht to this Rule S12, the 
provisions of clauses 9.4, 9.6 and 9.7 of the Clearing Membership Agreement 
shall apply with the following amendments: 

the words 11major amendment to the Default Fund Rules" in the first line 
of clause 9.4 of the Clearing Membership Agreement shall be replaced 
with the words "SwapCiear Amendment"; 

it all references to "Clearing Members" shall be replaced with references 
to "SCMs"; 

511 



Default Fund Rules November 2013 

iii in paragraph (c) of clause 9.4 of the Clearing Membership Agreement, 
the reference to "Contributions" shall be replaced with a reference to 
"SwapCiear Contributions" and the reference to .,Quarter Day" shall be 
replaced with a reference to "SwapCiear Determination Date"; 

lv references to "Fund Amount" in clauses 9.6 and 9. 7 of the Clearing 
Membership Agreement shall be replaced with references to 
"SwapCiear Fund Amount'; 

v the reference to "clause 9.4" in clause 9.6 of the Clearing Membership 
Agreement shall be replaced with a reference to "Rule S12 of the 
SwapCiear Default Fund Supplement to the Default Fund Rules"; and 

vi the references to "Contribution" in clauses 9.6 and 9.7 of the Clearing 
Membership Agreement shall be replaced With references to 
"SwapCiear Contribution". 

(b) Only General Clearing Members shall be entitled to vote in a ballot conducted 
under clauses 9.4 and 9.5 of the Clearing Membership Agreement in relation 
to an amendment which affects exclusively any one or combination of: (i) the 
EquityCiear Fund Amount: (ii) the Exchange Fund Amount; (iii) the nature of 
the liabilities for Which a General Clearing Member's indemnity is given by 
virtue of paragraph (b) of Rule 28; or (iv) any amendment which, in the 
opinion of the Board of Directors of the Clearing House would represent a 
significant change in the commitments of the General Clearing Members but 
not in the commitments of any other Clearing Members. As a result, for the 
purposes of a ballot conducted under clauses 9.4 and 9.5 of the Clearing 
Membership Agreement other than a Cross-Service Ballot, references to 
"Clearing Members" shall not include SCMs who are not also General 
Clearing Members and SwapCiear Contributions shall not count as 
"Contributions". 

For the purposes of this paragraph (c) of this Rule S12, a "Cross-Service 
Ballot" shall mean: (i} a ballot in relation to an amendment which represents a 
significant change ln the commitments of all of the Clearing Members of the 
Clearing House or of a significant section of such Clearing Members of the 
Clearing House who are so categorised together, Irrespective of and 
independently from, the Services which they clear; and, as such (ii) a ballot 
which falls within paragraph (c) of clause 9.5 of the Clearing Membership 
Agreement (because, in the opinion of the Board of Directors of the Clearing 
House, it is an amendment which "would represent a significant change in the 
commitments of. .. a siAgo,lflciant section of the Clearing Members") but does 
not fall within paragraph (a)(iii) of Rule F12, paragraph (a)(ili) of this Rule S12 
and/or paragraph (a)(ii) of Rule R 12 (because the relevant section of the 
Clearing Members is not restricted to Clearing Members acting in the capacity 
of Clearing Members In ForexCiear, SwapCiear and/or RepoCiear). 
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RepoCJear Default Fund Supplement 

R.1 On each business day, the Clearing House will determine the "Combined Loss 
Value" in respect of each of the 20 preceding business days. The Combined Loss 
Value in respect of a particular day will be the sum of the STLIEOMs for the RCMs 
wh ich have the largest and the second largest STLIEOM on that day. For this 
purpose, the "STLIEOM' means, in respect of each RCM and any day, the stress
tested loss in excess of the value of the Collateral transferred bv that RCM in respect 
of its initial margin requirement (determined for a given scenario determined by the 
Clearing House) which could be incurred by the Clearing House in respect of that 
RCM's RepoCiear Business if that RCM became a Defaulting RCM on that day (but 
taking into account any Collateral irt respect of additional margin called pursuant to 
R2(k) in respect of such RCM). 

R.2 Each RCM's RepoCiear Contribution (other than a RepoCiear Unfunded 
Contribution) shall be determined by the Clearing House in accordance with the 
following provisions: 

(a) determinations will be made by the Clearing House initially on a date 
determined by the Clearing House and thereafter on the date that an RCM 
joins the RepoCiear Service, and at close of business on the first business 
day of each subsequent month (each a "RepoC/ear Determination Date") 
provided, however. that, following a Default, any such determinations and any 
such RepoCiear Determination Date which might otherwise have occurred 
under this Rule R.2 shall be suspended for the duration of the period (the 
"RepoC/ear Default Period') commencing on the date of such Default and 
terminating on the last to occur of the following dates: 

the date which is the close of business on the day falling 30 calendar 
days after the RepoCiear Default Management Process Completion 
Date ln relation to such Default (or, if such day is not a business day, 
the next succeeding business day); and 

ii where, prior to the to the end of the period referred to In (i) above (or 
such period as has already been e~ended pursuant to this sub
paragraph (ii)) one or more subsequent Defaults (each a "Relevant 
Default') occur, the date which is the close of business on the day 
falling 30 calendar days after the RepoCiear Default Management 
Process Completion Date in relation to a Relevant Default which falls 
latest in time (or, if such day is not a business day, the next 
succeeding business day); 

(b) the "RepoCiear Segregated Fund Amount' shall be denominated in euro, 
and, for a given RepoCiear Determination Date, shall be the largest of the 20 
Combined Loss Values determined under Rule R.1 plus 10%. The RepoCiear 
Segregated Fund Amount shall not be less than EUR 500 million or such 
greater amount as shall be determined by the LCH Risk Committee (the 
"RepoC/ear Fund Floor'') and shall not be more than EUR 620 million or 
such greater amount as shall be determined by the LCH Risk Committee from 
time to time on the basis of the stress tests applied to current positions of 
RCMs (the "RepoC/ear Fund Current Maximum Amount') except that the 
LCH Risk Committee may not increase the RepoCiear Segregated Fund 
Amount above EUR 1 ,500 million (the "RepoCiear Fund Cap" ) without a 
ballot of RCMs pursuant to Rule R12; 
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(c) the RCM's "RepoC/ear Margin Weight ' shall be calculated by dividing the 
average daily r-eEti:Jtreme+tt-fef-initial margln_reguirement (as calculated under 
the Procedures or other arrangements applicable) which has applied to the 
RCM during the 20 business day period preceding the relevant RepoCiear 
Determination Date in respect of all Fixed Income Contracts to which such 
RCM is a party by the total of such average daily requirements applied to all 
Non-Defaulting RCMs; 

(d) the RCM's "Preliminary RepoC/ear Contribution" shall be calculated by 
multiplying the RepoCiear Segregated Fund Amount by the RCM's RepoCiear 
Margin Weight; 

(e) if the Clearing Member's Preliminary RepoCiear Contribution is below the 
Minimum RepoCiear Contribution for the time being, the Clearing Member's 
RepoCiear Contribution shall be the Minimum RepoCiear Contribution; 

(f) the "RepoC/ear Actual Totaf' shall be calculated by adding together (I) the 
amount which is the product of the Minimum RepoCiear Contribution and the 
number of Minimum RepoCiear Contribution Members; and (ii) the aggregate 
Preliminary RepoCiear Contributions of those RCMs which are not Minimum 
RepoCiear Contribution Members; 

(g) where the RepoCiear Actual Total is greater than the RepoCiear Fund 
Current Maximum Amount, the '' RepoC/ear Excess" shall be the arithmetical 
difference between the RepoCiear Actual Total and the RepoCiear Fund 
Current Maximum Amount; 

(h) where the RepoCiear Actual Total is less than the RepoCiear Fund Floor, the 
"RepoC/ear Shortfalf' shall be the arithmetical difference between the 
RepoCiear Fund Floor and the RepoCiear Actual Total; 

(i) for each RCM other than a Minimum RepoCiear Contribution Member: (i) the 
RCM's "RepoC/ear Discount' (if any) shall be such RCM's pro rata share of 
the RepoCiear Excess calculated as the proportion of such RCM's 
Preliminary RepoCiear Contribution relative to the aggregate Preliminary 
RepoCiear Contributions of all RCMs other than Minimum RepoCiear 
Contribution Members; and (ii) the RCM's "RepoC/ear Increase" (if any) shall 
be such RCM's pro rata share of the RepoCiear Shortfall calculated as the 
proportion of such RCM's Preliminary RepoCiear Contribution relative to the 
aggregate Preliminary RepoCiear Contributions of all RCMs other than 
Minimum RepoCiear Contribution Members; 

U) for each RCM other than a Minimum RepoCiear Contribution Member, the 
RCM's RepoCiear Contribution shall be the Preliminary RepoCiear 
Contribution (i) less any RepoCiear Discount applicable to the RCM or (ii) plus 
any RepoCiear Increase applicable to the RCM; provided that if the 
application of any RepoCiear Discount would result in a RepoCiear 
Contribution less than the Minimum RepoCiear Contribution, such RCM shall 
pay the Minimum RepoCiear Contribution notwithstanding that the 
arithmetical sum of RepoCiear Contributions paid by all RCMs may thereby 
exceed the RepoCiear Fund Current Maximum Amount; and 

(k) notwithstanding paragraphs (a) to (J), if any RCM has a STLIEOM which Is 
equal to or greater than 45% of the RepoCiear Segregated Fund Amount, the 
Clearing House may require such RCM to paytransfer an amount ;:JS.Q[ 
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Collateral in respect of additional margin sufficient to reduce STLIEOM for 
that RCM to less than 45% of the RepoCiear Segregated Fund Amount and 
where such RCMs STLIEOM would be less than 45% excluding any such 
Collateral in respect of additional margin that has been called, then such 
addUieAa~-HK:lJg inCollateral shall be returned. 

R.3 For the purposes of the calculations under Rules R.1 and R2: 

(a) references to "RepoCiear Clearing Members" or "RCMs" do not include 
references to Defaulting RCMs (apart from any Defaulting RCM In respect of 
Which the Clearing House permits the application of Rule R.2) or persons 
which were formerly RCMs but are not RCMs at the RepoCiear Determination 
Date at which the relevant determination is made; 

(b) no account shall be taken, in calculating the initial margi'n reqwrement or 
RepoCiear Margin Weight under Rule R.2 of any offsets in the initial margin 
required for Fixed Income Contracts from an RCM, which may otherwise be 
permissible under the Procedures or other arrangements applicable; 

(c) provided that the RCM is not a Defaulting RCM, the amount of its RepoCiear 
Contribution shall be calculated in accordance with and subject to Rule R2. 
The provisions of Rule R.2 and this Rule do not apply to a Defaulting RCM, 
unless the Clearing House so permits in any particular case; and 

(d) notwithstanding Rule 33, if a RCM notifies the Clearing House on the 
RepoCiear Default Management Process Completion Date that it wishes to 
resign from the RepoCiear Service, such RCM, assuming all other 
requirements for termination of membership have been satisfied by the next 
following RepoCiear Determination Date, shall cease to be a RCM for the 
purpose of Rule R2 on and from the date upon which its RepoCiear 
Contribution is repaid to it by the Clearing House and such payment will be 
made by the Clearing House following the subsequent RepoCiear 
Determination Date in accordance with the Procedures. 

R.4 Without prejudice to any other requirements which the Clearing House may impose, 
the amount of the RepoCiear Contribution of a New Member on becoming a New 
Member shall be the sum of (a) the Minimum RepoCiear Contribution and (b) any 
supplementary sum determined by the Clearing House in its discretion and notified to 
the New Member. The Clearing House shall determine the amount of such 
supplementary sum by reference to the actual or expected level of clearing activity of 
the New Member. 

R.5 Upon determination of the amount of a RepoClear Contribution in accordance with 
Rule R.2: 

(a) if the amount of the RepoCiear Contribution of an RCM immediately before 
close of business on the relevant RepoCiear Determination Date exceeds the 
amount of the RCM's RepoCiear Contribution as determined under Rule R.2 
as at close of business on that day, the excess shall be paid by the Clearing 
House to such RCM in accordance with the Procedures; 

(b) if the amount of the RepoCiear Contribution of an RCM immediately before 
close of bustness on the relevant RepoClear Determination Date is the same 
as the amount of the RCM's RepoCiear Contribution as so determined, no 
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sum shall then be payable by or to such RCM In respect of its Contribution; 
and 

(c) if the amount of the RepoCiear Contribution of an RCM immediately before 
close of business on the relevant RepoCiear Determination Date is less than 
the amount of the RCM's RepoCiear Contribution as so determined, the 
shortfall shall be paid by such RCM to the Clearing House in accordance with 
the Procedures. 

RepoCiear Contributions shall at all times be denominated in EUR. However, a RCM 
may pay Its RepoCiear Contribution in either EUR or GBP in accordance with the 
Procedures. 

The provisions of this Rule do not apply to a Defaulting RCM, unless the Clearing 
House so permits in any particular case. 

R.6 On any day interest shall accrue on the amount of each RepoCiear Contribution then 
held by the Clearing House, to the extent that it has not been applied under Rule 26 
or Rule 28, at such rate and in such manner as provided by the Procedures, provided 
that the rate of interest for any particular day shall not be less than the EONIA or 
SONIA rate (as applicable) published on that day (or, In relation to any day for which 
a EONIA or SONIA rate (as applicable) is not available, the EONIA or SONIA rate (as 
applicable) most recently published before such day). Interest shall be payable in 
arrear and shall be paid on the date or dates specified by the Procedures. In these 
Default Fund Rules any interest which has accrued under this Rule shall not be 
regarded as part of the RepoCiear Contribution. 

R. 7 Where, after a Default, the Clearing House has applied part or all of a RepoCiear 
Contribution under Rule 26 or Rule 28, the RepoCiear Segregated Fund Amount 
shall be reduced forthwith by the aggregate amount of the RepoCiear Contributions 
or parts of RepoCiear Contributions so applied and the amount of the RepoCiear 
Contribution that each RCM must maintain with the Clearing House shall be reduced 
by the amount of its RepoCiear Contribution which has been applied pursuant to 
Rule 28, in each case until the next RepoCiear Determination Date. Unless and until 
the Clearing House has repaid a defaulter's RepoCiear Contribution (or remaining 
part thereof, as applicable), the RepoCiear Segregated Fund Amount shall be treated 
as having been reduced by the amount of the defaulter's RepoCiear Contribution (if 
any), regardless of whether the Clearing House has applied part or all of that 
RepoCiear Contribution under Rule 26. 

R.8 Where, after a Default, the Clearing House determines that (I) by reason of a 
reduction in accordance with Rule R.7, the value of the RepoCiear Segregated Fund 
Amount has been reduced by at least 25%; or (ii) by the time of the RepoCiear 
Default Management Process Completion Date in relation to the relevant Default the 
value of the RepoCiear Segregated Fund Amount will be reduced by at least 25%, 
the Clearing House may, by notice in writing (the "RepoCiear Unfunded 
Contribution Notice"), require each Non-Defaulting RCM to deposit and maintain an 
amount (each a "RepoCfear Unfunded Contribution") in accordance with the 
following provisions: 

(a) RepoCiear Unfunded Contributions will only be payable In circumstances 
where the relevant RepoCiear Unfunded Contribution Notice is delivered by 
the Clearing House to RCMs prior to the RepoCiear Default Management 
Process Completion Date in relation to the relevant Default; 
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(b) the value of the RepoCiear Unfunded Contribution payable by each individual 
RCM shall be the product of (i) the percentage by which the value of tile 
RepoCiear Segregated Fund Amount has been reduced and (ii) the value of 
the RepoCiear Contribution of such RCM as at the last RepoCiear 
Determination Date prior to the date when the relevant Default occurred; 

(c) following the payment of a RepoCiear Unfunded Contribution in accordance 
wlth paragraphs R8(a) and (b), the Clearing House may, by the delivery of 
one or more further RepoCiear Unfunded Contribution Notices, require each 
Non-Defaulting RCM to pay one or more further RepoCiear Unfunded 
Contributions in respect of the same Default, provided that the total value of 
the RepoCiear Unfunded Contributions payable by an individual RCM in 
respect of a particular Default {determined in accordance with paragraph (b) 
above) may not exceed the value of the RepoCiear Contribution of such RCM 
as at the last RepoCiear Determination Date prior to the date when the 
relevant Default occurred; and 

(d) following a Default in respect of which RepoCiear Unfunded Contributions 
were paid (the "First Default'), the Clearing House may require the payment 
of further RepoCiear Unfunded Contributions in respect of subsequent 
Defaults, (which, for the avoidance of doubt, can never be a First Default), 
provided that RepoCiear Unfunded Contributions will not be payable in 
respect of any more than three Defaults in any six month period (commencing 
on the date of delivery of the first RepoCiear Unfunded Contribution Notice in 
respect of the First Default). 

RCMs will be required to deposit the full amount of their RepoCiear Unfunded 
Contributions (without exercising any rights of set-off or counterclaim) with the 
Clearing House on the business day following receipt of a RepoCiear 
Unfunded Contribution Notice. 

For the avoidance of doubt, references to "RCMs" for the purposes of this 
Rule R.B include any RCM (other than a Defaulting RCM) who is~ (I) a 
Retiring Member but whose status as a Clearing Member has not yet been 
terminated; and (ii) a Resigning Member whose resignation from the 
RepoCiear Service is not yet effective. 

R.9 RepoCiear Loss Distribution Process 

Where, after a Default, the Clearing House determines that the RepoCiear 
Excess Loss resulting from the Default will exceed the amounts to be applied 
to it under Rule 16(a) to (g), the Clearing House may implement the process 
(the "RepoCiear Loss Distribution Process") described in this Rule R.9. 

(a) For the purposes of this RepoCiear Default Fund Supplement, the following 
definitions will apply. 

"Additional Margin" means any R=laf§mCollateral other than Initial Margin, 
Variation Margin and Delivery Margin which is called in order to mitigate 
default risk across the life of a Contract. 

"Available Resources" means, in respect of any Loss Distribution Period or 
Service Closure Period, the aggregated amount which is available to be paid 
by the Clearing House for application in meeting any loss suffered or incurred 
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by the Clearing House in accordance with Rule 16(a) to (g) as at and 
including the relevant Last Call Prior to Default. 

"Cash Payment" means, in respect of any business day, the aggregated 
amount which would be paid by the Clearing House to a Non-Defaulting RCM 
(expressed as a positive number) or by such RCM to the Clearing House 
(expressed as a negative number) In a Cash Payment Currency on such 
business day. 

"Cash Payment Currency" means, in respect of each RCM, the Currency 1n 
which it paid its RepoCiear Contribution. 

"Cumulative LCH Transfer Cost" means, as determined on any business 
day during any Loss Distribution Period or Service Closure Period, the sum of 
any LCH Transfer Cost for each day from but excluding the relevant Last Call 
Prior to Default to and including such business day. 

11Final Determination Date" means the business day subsequent to an 
Insufficient Resources Determination Date when a Shortfall Allocation (as 
defined in R11 (c)(i)) is to be determined; 

"Insufficient Resources Determination Date" means the day on which an 
Insufficient Resources Determination (as defined in R 11) is made by the 
Clearing House; 

"Last Call Prior to Default'' means the most recent business day on which 
t3-a.y.rr-1er=t-tsib.e__margin obligatio~ of sover~~~qul~tH-l:le-madHytb.e RCMs 
Were r'llaaedischarged in full. 

"LCH Transfer Cost" means any cost (converted, where applicable, into 
EUR at a Rate of Exchange determined by the Clearing House in its sole 
discretion) to the Clearing House arising out of transferring the rights and 
obligations arising out of the Fixed Income Contracts of a Defaulting RCM to 
any other RCM or third parties 

"LCH Final Uncovered /...oss" means the aggregate of LCH Uncovered 
Losses arising on each day in a Service Closure Period. 

"LCH Uncovered Loss" means, in respect of the Clearing House, as 
determined on any business day In any Loss Distribution Period or Service 
Closure Period, the amount greater than zero calculated in accordance with 
the following formula: 

(TRCMCP + CLC) - (TAR + TLD) 

where: 

"TRCMCP'' means (he TRCM Cash Payment; 

"CLC" means the Cumulative LCH Transfer Cost; 

"TAR" means the Total Available Resources; and 

"TLD" means Total Loss Distribution; and 
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the LCH Uncovered Loss as at the Last Call Prior to Default shall be zero. 

"Loss Distribution Cap Amount" means, In respect of each Non-Defaulting 
RCM and any Loss Distribution Period, an amount equal to the product ot (i) 
100 per cent. and (li) the RepoCiear Contribution of such Non-Defaulting 
RCM as at the last RepoCiear Determination Date prior to the date when the 
Default occurred at the beginning of that Loss Distribution Period; 

"Loss Distribution Day" means any business day in a Loss Distribution 
Period on which the Clearing House, prior to calling for: (i) GGVFH'CQIJ.a1.er.a.l in 
respect of margin obliqa~ in accordance with the provisions of the 
Procedures; and (ii) Required Collateral. on such business day, determines 
that the LCH Uncovered Loss for that business day is greater than zero. 

"Loss Distribution Period' means the period from, but excluding, the day on 
Which a Default occurs with respect to an RCM to the business day on which 
all Loss Distribution Charges in respect of such Default have been paid in full. 

"Rate of Exchange' means, for any day, the applicable rate of exchange for 
converting one currency Into another as determined by the Clearing House by 
reference to Reuters; 

''RCM Cash Payment ' means, In respect of any Cash Payment (converted, 
where applicable into EUR at a Rate of Exchange determined by the Clearing 
House in its sole discretion) and any business day (a) the amount of any such 
Cash Payment which would be paid by the Clearing House to a Non~ 
Defaulting RCM in respect of the Fixed Income Contracts of a Defaulting 
RCM on such business day (expressed as a positive number) excluding any 
cash payments made by the Clearing House to such Non-Defaulting RCM in 
respect (i) of delivery versus payment transfers and (ii) all ma~in 
~ayffiefl t-stransfers of Collateral other than in respect of Variation Margin; and 
(b) the amount of any Cash Payments made by the relevant Non-Defaulting 
RCM to the Clearing House in respect of the Fixed Income Contracts of a 
Defaulting RCM on such business day (expressed as a negative number) 
excluding any cash payments made by the relevant Non-Defaulting RCM to 
the Clearing House in respect (i) of delivery versus payment transfers and (ii) 
all ~~~A-Ji)ay!!flel4ts~ters of Collateral other thanJrLLes.p,.ect of Variation 
Margin. 

11Service Closure Period" means the period from and including an 
Insufficient Resources Determination Date to, but including, a Final 
Determination Date 

"Total Available Resources" means, during a Loss Distribution Period or 
Service Closure Period the sum of (i) the Available Resources and (ii) any 
Unfunded Contributions. 

"Total Loss Distribution11 means, as determined on the day an LCH 
Uncovered Loss is being determined, the sum of any Loss Distribution 
Charges paid by Non-Defaulting RCMs from but the excluding relevant Last 
Call Prior to Default to and excluding such day. 

"TRCM Cash Payment' means the total of all cumulative RCM Cash 
Payments for each business day from but excluding the relevant Last Call 
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Prior to Default up to and including the business day upon which LCH 
Uncovered Losses are being determined. 

(b) Loss Distribution Charges 

On each Loss Distribution Day, each Non-Defaulting RCM shall be required 
to pay to the Clearing House a '' Loss Distribution Charge" which Is equal to 
the product of (x) the LCH Uncovered Loss in respect of that Loss Distribution 
Day and (Y) the proportion which that Non-Defaulting RCM's RepoCiear 
Contribution bears to the aggregate of the RepoCiear Contributions of all 
Non-Defaulting RCMs, provided that, the aggregate of all such Loss 
Distribution Charges shall not be greater than the Loss Distribution Cap 
Amount in respect of that Non-Defaulting RCM. 

Any Loss Distribution Charge shall be paid by the RCM to the Clearing House 
in accordance with the Procedures. 

(c) Application of Loss Distribution Charges to Cash Payment 

The Clearing House shall apply all payments it receives in respect of Loss 
Distribution Charges to Cash Payments solely for the purposes of meeting 
any loss incurred by t11e Clearing House following, and in relation to, each 
Default, as contemplated in accordance with Rule 16(a) to (g). 

(d) No Rebate 

The payment to the Clearing House by any RCM of any Loss Distribution 
Charge shall be final and shall not give rise to any obligation of the Clearing 
House to repay any such amount or to pay any interest thereon. 

(e) Application of any Recoveries 

If the RepoCiear loss Distribution Process has been invoked by the Clearing 
House in accordance with this Rule R.9, the Clearing House shall reimburse 
the RCMs (irrespective of whether they remain RCMs at the time of the 
recovery) and the Clearing House on a pro rata basis by reference to the 
resources which have been applied pursuant to Rule 16(a) to (g) (including 
any RepoCiear Unfunded Contributions) and including the net amount of any 
one or more paid by the relevant RCMs: 

any amounts received from the Defaulting RCM as a result of the 
Clearing House being a creditor of the Defaulting RCM in respect of 
the RepoCiear Business of such Defaulting RCM in the context of the 
occurrence of any of the events under Rule 5(i) to (p) in respect of the 
Defaulting RCM or otherwise, other than in respect of sums due to the 
Clearing House for its own account; or 

ii any other amounts howsoever obtained or recovered in the course of 
the Clearing House's operation of the RepoCiear Default Management 
Process or which are otherwise referable to the Defaulting RCM, 

in each case net of any related expenses incurred by the Clearing House or 
other sums owing to the Clearing House by the Defaulting RCM in connection 
with the RepoCiear clearing service. For the avoidance of doubt, nothing In 
this paragraph (f) shall oblige the Clearing House to pursue any litigation or 
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other action in order to recover the amounts contemplated above and tf 
another default fund of the Clearing House has also been applied as a result 
of the RCM's Default, any amounts recovered shall be applied pari passu as 
between the relevant default funds. 

R.10 Where, after the Default of one or more RCMs, the Clearing House determines that, 
notwithstanding the availability of any resources remaining under Rule 16(a) to (g) 
and the availability of the RepoCiear Loss Distribution Process in accordance with 
the terms of Rule R.9, it is clear that the Clearing House does not have sufficient 
resources to meet its obligations and liabilities arising in respect of those Fixed 
Income Contracts to which it is party with Non-Defaulting RCMs, the Clearing House 
shall conduct a ballot of Non-Defaulting RCMs to determine whether or not to repeat 
the RepoClear Loss Distribution Process in Rl.lle R.9. The quorum for such a ballot 
shall be 95% of all Non-Defaulting RCMs. and any such ballot shall only be carried if 
it all those RCMs who vote have voted in favour of repeating the procedures in Rule 
R.9. For the avoidance of doubt, where the Loss Distribution Process in Rule R.9 is 
repeated following a vote in favour of such under this Rule R.1 0, no Loss Distribution 
Charges paid by Non-Defaulting RCMs under previous applications of the Loss 
Distribution Process shall be included in determining whether the Loss Distribution 
Cap Amount for such current application of the RepoCiear Loss Distribution Process 
has been reached. 

R.11 Where, following the conclusion of the Loss Distribution Process (including any 
repeat of the RepoCiear Loss Distribution Process following a ballot pursuant to Rule 
R10), the Clearing House makes a determination (an "Insufficient Resources 
Determination") that the Clearing House would not in future have sufficient 
resources to meet its contractual obligations arising in respect of those Fixed Income 
Contracts to which it Is party with Non-Defaulting RCMs were this Rule R11 not to 
apply, the following provisions shall have effect: 

(a) All outstanding Fixed Income Contracts shall be closed out as of the clearing 
day following the date the Insufficient Resources Determination was made. 

(b) On the basis of the close out values established for each outstanding Fixed 
Income Contract by the Clearing House acting In a commercially reasonable 
manner, an account shall be taken (as at the time of close out) of what is due 
in respect of each RCM, from that RCM to the Clearing House and from the 
Clearing House to that RCM in respect of Fixed Income Contracts and any 
other amounts that may be due in respect of the RepoCiear Service (including 
for these purposes. a proportionate share of any amounts owed generally to 
or from the Clearing House), and the sums due from the RCM shall be set off 
against the sums due from the Clearing House and, subject to paragraph (c), 
below, only the balance of the account shall be payable. For the avoidance of 
doubt, amounts in respect of Fixed Income Contracts shall include, but not be 
limited to, returns of cash Collateral held by the Clearing House in respect of 
the RCM's variation margin obligatlQilS_{but shall exclude the repayment of 
any cash Collateral held by the C(earing House In respect of tbe RCM's initial 
margin obligations or additional margin) and amounts due in respect of the 
RepoCiear Service shall include, but not be limited to, any Loss Distribution 
Charges payable by that RCM pursuant to Rule R.9 (but shall exclude the 
repayment of any outstanding RepoCiear Contributions). 

(¥) To the extent that (x) the aggregate of all of the net amounts owed to the 
Clearing House by RCMs pursuant to paragraph (b), above, plus all of those 
other resources applicable to the RepoCiear Clearing Service under Rule 
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16( a) to (g) (excluding for these purposes zsset-s-fetue!-mnllfl§-iAiUul 
eFCollateral heJd by the Clearing House Jn~pect of RCMs' initial margin 
.Q.bllgations and additional margin) that have not been applied towards a 
RepoCiear Excess Loss (the '1RepoCiear Final Resources") are less than (y) 
the LCH Final Uncovered Losses, the amount by which (y) exceeds (x) shall 
be the ''LCH Closure Shortfalf': 

!::== = the LCH Closure Shortfall (as defined above) shall be allocated 
between the RCMs based upon the proportion that (i) the value of 
each RCM's RepoC!ear Additional Payments Cap bears to (ii) the 
aggregate of the RepoC!ear Additional Payments Caps of all RCMs 
(the amount allocated to each such RCM being the "Shortfall 
Allocation" in respect of that RCM); and each RCM shall (subject to 
sub-paragraph (il) and (iii) below) make a new cash payment to the 
Clearing House in respect of its Shortfall Allocation, which shall be the 
lower of its Shortfall Allocation and the RepoC!ear Additional 
Payments Cap in respect of such RCM (a "Service Closure 
Payment"); 

Jl the Service Closure Payment owed by an RCM in sub-paragraph (c)(i) 
above shall be set off against the sums owed by the Clearing House in 
sub-paragraph (b) above to that RCM and only the balance (subject to 
sub-paragraph (Iii) below) shall be payable in cash by either the RCM 
or the Cleari11g House, as applicable (the "Final Net Payment"); and 

iii the Clearing House shall determine any amounts due to each RCM in 
respect of f8j'3ay·l·HS>At.sthe repavment of aA)'·-cash Collateral held by 
the Clearing House in resp@Cl of the RCM's in itial margin obligations 
and additional margin. The Clearing House and the RCMs hereby 
agree that cash i~ i tial--aAEl-aeiGf.it ieHal-ffiaf§1A-Collatera l held by the 
Clearing House in respect of an RCM's initlal margin obligations and in 
respect of additional marain transferred by that RCM shall 
operationally net in the PPS against the cash payment of the Final Net 
Payment in accordance with the processes of the PPS. 

(SI) Where an RCM owes an amount to the Clearing House under Rule R11 (b) or 
if there is an LCH Closure Shortfall under Rule R11 (c)( iii), that RCM shall pay 
that amount to the Clearing House immediately. Where an RCM is owed an 
amount by the Clearing House under Rule R 11 (b) or if there is an LC H 
Closure Shortfall under Rule R11 (c)(ii) and/or (iii), the Clearing House shall 
pay that amount to the RCM immediately, subject to (e) below. 

(el The Clearing House may make the payments due under paragraph (d) above 
in one or more instalments to the RCMs in proportion to the value of their 
claims on the Clearing House under paragraphs (b) or (c) above if some but 
not ail of the amounts due under paragraph (d) or Rule 16(a) to 16(h) above 
'have not yet been received. No interest will be payable by the Clearing House 
on any instalments The Clearing House may take reasonable steps to recover 
such amounts and may deduct therefrom reasonable administration costs for 
such recovery. To the extent that the Clearing House determines that any 
such amounts will not in fact be recoverable, it shall re-determine the 
amounts due to RCMs in accordance with this Rule R11 . To the extent that 
the Clearing House ultimately recovers amounts in excess of the LCH 
Closure Shortfall it shall return such amounts to the relevant RCMs (other 
than a Defaulting RCM} and to the extent that such amounts have been 
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received as Service Closure Payments, it shall return such amounts to the 
RCMs (other than a Defaulting RCM) In proportion to their Shortfall 
Allocations. 

(Q This Rule R11 shall not be applied in the event that a Termination Date has 
been specified in relation to the Clearing House in accordance with 
Regulation 39A. 

Lg) Nothing in the foregoing shall override the obligation of the Clearing House to 
return non-cash Collateral transferred to it jn respect of initial margin !:)FGVIG~tl 
~-w~ty--Gf ·sooul'i~y-to-a-11GM-pursuant to 1ts1~ Regulations and Procedures, 

R12 Ballot Arrangements 

(a) Notwithstanding anything to the contrary in clauses 9.4 and 9.5 of the 
Clearing Membership Agreement, no proposal for any of the amendments set 
out in paragraphs (i) or (ii) below (each a "RepoCiear Amendment') shall be 
capable of coming into effect unless first approved in a ballot of RCMs: 

,·_ any amendment providing for a change in the nature of the liabilfties 
for which an RCM's indemnity is given by virtue of paragraph (d) of 
Rule 28; 

iii!. any amendment which, in the opinion of the Board of Directors of the 
Clearing House would represent a significant change in the 
commitments of the RCMs but not in the commitments of any other 
Clearing Members. and 

til. tii - - any Increase in the RepoCiear Fund Cap 

(b) For the purposes of a ballot conducted pursuant to this Rule R12, the 
provisions of clauses 9.4, 9.6 and 9.7 of the Clearing Membership Agreement 
shall apply with the following amendments: 

;· the words "major amendment to the Default Fund Rules" in the first 
line of clause 9.4 of the Clearing Membership Agreement shall be 
replaced with the words "RepoCiear Amendment"; 

~•ii. all references to "Clearing Members" shall be replaced with references 
to "RCMs"; 

iiiiii. in paragrapn (c) of clause 9.4 of the Clearing Membership Agreement, 
the reference to "Contributions" shall be replaced with a reference to 
"RepoCiear Contributions" and the reference to "Quarter Day'' shall be 
replaced with a reference to "RepoCiear Determination Date"; 

flfiv. references to "Fund Amount" in clauses 9,6 and 9. 7 of the Clearing 
Membership Agreement shall be replaced with references to 
"RepoCiear Fund Amount"; 

w . the reference to "clause 9.411 In clause 9.6 of the Clearing Membership 
Agreement shall be replaced with a reference to ''Rule R12 of the 
RepoCiear Default Fund Supplement to the Default Fund Rules"; and 
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viyi. the references to "Contribution" In clauses 9.6 and 9.7 of the Clearing 
Membership Agreement shall be replaced with references to 
"RepoCiear Contribution''. 

(c) Only General Clearing Members sl1all be entitled to vote in a ballot conducted 
under clauses 9.4 and 9.5 of the Clearing Membership Agreement in relation 
to an amendment which affects exclusively any one or combination of: (i) the 
EquityCiear Fund Amount; (ii) the Exchange Fund Amount; (iii) the nature of 
the liabilities for which a General Clearing Member's indemnity is given by 
virtue of paragraph (b) of Rule 28; or (iv) any amendment which, in the 
opinion of the Board of Directors of the Clearing House would represent a 
significant change in the commitments of the General Clearing Members but 
not in the commitments of any other Clearing Members. As a result, for the 
purposes of a ballot conducted under clauses 9.4 and 9.5 of the Clearing 
Membership Agreement other than a Cross-Service Ballot, references to 
"Clearing Members" shall not include RCMs who are not also General 
Clearing Members and RepoCiear Contributions shall not count as 
"Contributions". 

For the purposes of this paragraph (c) of this Rule R12, a "Cross-Service 
Ballot" shall mean: (i) a ballot in relation to an amendment which represents a 
significant change in the commitments of all of the Clearing Members of the 
Clearing House or of a significant section of such Clearing Members of the 
Clearing House who are so categorised together, irrespective of and 
Independently from, the Services which they clear; and, as such (H) a ballot 
which falls within paragraph (c) of clause 9.5 of the Clearing Membership 
Agreement (because, in the opinion of the Board of Directors of the Clearing 
House, it is an amendment which "would represent a significant change In the 
commitments of ... a siAggificiant section of the Clearing Members") but does 
not fall within paragraph (a)(iii) of Rule F12, paragraph (a)(lii) of Rule S12 
and/or paragraph (a)(ii) of this Rule R12 (because the relevant section of the 
Clearing Members is not restricted to Clearing Members acting in the capacity 
of Clearing Members in ForexCiear, SwapCiear and/or RepoCiear). 
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Commodities Default Fund Supplement 

C1 . In this Supplement, subject to any contrary indication or wl1ere the context otherwise 
requires, references to: 

the "Business" means the Commooities Business of a Member 

a "Contract' means a Commodities Contract, a contract cleared pursuant to a 
Service and such other commodities or commodity"related contract as the Clearing 
House may from time to time specify by notice to the Members 

a "Contribution" means a Commodit ies Contribution 

the "Default Fund' means the fund established by this Commodities Default Fund 
Supplement 

a "Determination Date" means a Commodities Determination Date 

the "Excess Loss'' means the Commodities Excess Loss 

the "Fund Amount' means the Commodities Fund Amount 

a 11Member' means a Commodities Clearing Member and a Clearing Member 
approved to clear a Specified Market 

a ''Minimum Contribution" means USD 750,000 

a "Non-Defaulting Clearing Member' means a Member that is not a defaulter under 
Rule 4 of the Default Rules 

"Service" means the commodities and commodity-related services provided by the 
Clearing House pursuant to its rules governing the clearing of the Specified Markets 
and includes the Commodities Service 

"Specified Markets" means Nodal, LME and any other marl<ets from time to time 
specified by the Clearing House, and includes the market in Contracts registered with 
the Clearing House pursuant to the LCH EnCiear OTC service 

and calculations of "Combined Loss Value", "End of Day Margin Weight ', "Peak 
lntra~Day Margin Weighf', "STLIEOM' and "Weight Factor' are carried out in 
accordance with this Supplement only. 

Capitalised terms not otherwise defined in this Supplement shall have the meanings 
assigned to them in the General Regulations, Rule 15 of the Default Fund Rules or 
Rule 15A of the Default Fund Rules, as applicable. 

C2. Fund Amount 

(a) The Default Fund is denominated in USD, and all amounts referable to it shall 
be denominated, calculated, called and payable in USD. 

(b) Oo each business day, the Clearing House will determine the ''Combined 
Loss Value" in respect of each of the three preceding calendar months. The 
Combined Loss Value In respect of a particular day will be the sum of the 
STLIEOMs for the Members which have the largest and the second largest 
STLIEOM on that day. For this purpose, the "STLIEOM" means, in respect of 
each Member and in respect of any day, the stress-tested loss in excess of 

525 



Default Fund Rules November 2013 

initial margin (determined for a given scenario determined by the Clearing 
House) which could be incurred by the Clearing House in respect of that 
Member's Business if that Member became a defaulter on that day. 

(c) The Fund Amount shall be determined by the Clearing House on the first 
business day of each calendar month {the "Determination Date") In 
accordance with this Rule. 

The Fund Amount is, for a given Determination Date, the largest of the 
Combined loss Values as determined during the three calendar 
month period under Rule C2(b), plus 10%, subject to the following 
provisions of this Rule. 

ii On any Determination Date, if the Fund Amount as determined under 
Rule C2(c)(i) would be lower than three times the Minimum 
Contribution, the Fund Amount will be deemed to be three times the 
Minimum Contribution (the "Fund Floor"). 

iii On any Determination Date: (a) if the Fund Amount as determined 
would exceed USD 1 ,500,000,000, the Fund Amount will be deemed 
to be USD 1,500,000,000 unless the Risk Committee of the Clearing 
House has resolved that an increase in the Fund Amount Is 
warranted, in which case the Fund Amount shall be as determined by 
the Risk Committee; (b) if the Fund Amount as determined would 
exceed USD 2,500,000,000, the Fund Amount will be deemed to be 
USD 2,500,000,000, notwithstanding any determination by the Risk 
Committee, unless an increase has been approved by ballot in 
accordance with Rule C11 , 

iv In the case of a Default in relation to which the Clearing House does 
not apply Contributions under Rule 26 or Rule 28, determinations of 
the Fund Amount under the methodology of this Rule are suspended 
from the date of the occurrence of a Default until the completion of the 
management of such Default. Where other such Defaults have 
commenced during the period 'of suspension, the suspension will end 
at the completion of the management of the last of such Defaults. 

In the case of any Default in relation to which the Clearing House applies 
Contributions under Rule 26 or Rule 28, determinations of the Fund Amount 
under the methodology of this Rule are suspended from the date of the 
occurrence of a Default until the expiry of the Cooling Off Period under Rule 
C7. Where other such Defaults have commenced during the period of 
suspension, the suspension will end at the expiry of the Cooling Off Period 
following the Default Management Completion Notice in respect of the last of 
those Defaults. 

C3. Contributions to Fund 

(a) The amount of each Member's Contribution shall be determined by the 
Clearing House on each Determination Date on the basis of information 
available as at close of business on the Immediately preceding business day 
and notified to such Member as soon as practicable after such determination 
in accordance with the Procedures. However, determinations of Contributions 
under the methodology of this Rule are suspended after the occurrence of a 
Default in accordance with Rule C2(c)(iv). 
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(b) A Member's Contribution shall be determined with reference to business 
conducted by it on the Specified Markets in Contracts as follows: 

the Member's "End of Day Margin Weight" shall be calculated by 
dividing the average dally Fe€1HirEWAefl*-fer:-initial marginJ,eauirement at 
the end of each day (as calculated under the Procedures or other 
arrangements applicable) which has applied to the Member during the 
Reference Period in respect of all Contracts by the total of such 
average daily requirements applied to all Members other than 
defaulters; 

ii the Member's "Peak Intra-Day Margin Weight" shall be calculated by 
dividing the average maximum intra-day ,:efltli~e-FAel'lt ret=-initial margin 
~uirement'arising at any point during each day during the Reference 
Period (as calculated under the Procedures or other arrangements 
applicable) which has applied to the Member in respect of all 
Contracts by the total of such average maximum intra-day 
requirements applied to all Members other than defaulters; 

iii the Member's "Weight Factor'' shall be calculated by adding one-half 
of its End of Day Margin Weight to one-half of Its Peak Intra-Day 
Margin Weight, 

and the Member's Contribution shall be the amount arrived at by multiplying 
the Fund Amount by the Member's Weight Factor, provided that (x) if the 
amount calculated for a particular Member pursuant to the foregoing would, 
when aggregated with the Contributions of all other Members, produce a 
Fund Amount that is in excess of that permitted under Rule C2(c)(iii), then 
such excess amount, as calculated by the Clearing House, shall be iteratively 
notionally allocated to such Member pro rata to its Contrlbutron as originally 
calculated and such proportionate excess shall be deducted from the amount 
originally calculated and the Member's Contribution shall be adjusted 
accordingly; and provided further that (y) in no case shall a Member's 
Contribution be less than the Minimum Contribution (notwithstanding that the 
Fund Amount may, taking Into account all Contributions as adjusted in 
accordance with the provisos to this paragraph, exceed the level specified in 
Rule C2(c)(lti)). 

For the purposes of these calculations: 

iv "Reference Period' means the period of three calendar months 
immediately before the Determination Date; 

v references to "Members" do not include references to defaulters (apart 
from any defaulter in respect of which the Clearing House permits the 
application of this Rule) or persons which were formerly Members but 
are not Members on the date on which the relevant calculation is 
made; 

vi Contributions shall be rounded upwards, if not already such a multiple, 
to the next integral multiple of one thousand dollars; and 

vii no account shall be taken, in calculating Wnitial marginJequiremeol 
or Margin Weight under this Rule C3(b) of any offsets in the initial 
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margin required for Contracts from a Member which may otherwise be 
permissible under the Procedures or other arrangements applicable. 

(c) Without prejudice to any other requirements which the Clearing House may 
impose, the amount of the Contribution of a New Member shall be the sum of: 

the Minimum Contribution; and 

ii any supplementary sum determined by the Clearing House in its 
discretion and notified to the New Member. The Clearing House shall 
determine the amount of such supplementary sum by reference to the 
actual or expected level of clearing activity of the New Member. 

(d) Except to the extent that one or other of the caps specified in Rule C2(c)(fll) 
would be exceeded, the Clearing House may recalculate the Contributions 
due from certain Members on any business day other than one falling 
between the application of a Contribution and the end of the Cooling Off 
Period, as set out at Rule C7, in the following circumstances: 

if the Combined Loss Value determined under Rule C2(b) on that day 
deviates by more than 25% upwards or downwards from the 
Combined Loss Value on which the previous Contribution 
determination was based, on such business day, the Clearing House 
shall be entitled to make an adjustment upwards or downwards to the 
Fund Amount commensurate with the deviation; 

if Where the Risk Committee considers (for any reason) that a 
recalculation is warranted between Determination Dates. 

C4. Interest on Contributions 

On each day Interest shall accrue on the amount of each Contribution then held by 
the Clearing House, to the extent that it has not been applied under Rule 26 or Rule 
28, at such rate and In such manner as provided by the Procedures, provided that 
the rate of interest for any particular day shall be based on a market-recognised 
benchmark rate plus or minus a spread. Such rate and such spread shall be 
determined, in light of market conditions at such time, by the Clearing House from 
time to time and notified by the Clearing House to Members. Interest on 
Contrfbutions shall be payable in arrear and shall be paid on the date or dates 
specified by the Procedures. Any interest which has accrued under this Rule shall not 
be regarded as part of a Contribution. 

C5. Payment of Contributions 

(a) Upon determination of the amount of a Contribution on a Determination Date: 

if the amount of the Contribution of a Member at close of business on 
the business day immediately before the Determination Date exceeds 
the amount of the Member's Contribution as determined on the 
Determination Date, the excess shall be paid by the Clearing House to 
the Member in accordance with the Procedures; 

It if the amount of the Contribution of a Member at close of business on 
the business day immediately before the Determination Date is the 
same as the amount of the Member's Contribution as determined on 
the Determination Date, no sum shall then be payable by or to the 
Member in respect of its Contribution; and 
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iii if the amount of the Contribution of a Member at close of business on 
the business day immediately before the Determination Date is less 
than the amount of the Member's Contribution as determined on the 
Determination Date, the shortfall shall be paid by the Member to the 
Clearing House in accordance with the Procedures. 

(b) The provisions of this Rule do not apply to a Member which is a defaulter, 
unless the Clearing House so requires in any particular case. 

C6. Unfunded Contributions 

(a) On any business day after the occurrence of a Default, if the Clearing House 
determines that by reason of reduction in accordance with Rule C7, (i) the 
Fund Amount (minus any Contribution of the defaulter) has been reduced by 
at least 25%, or (ii) by the tlme of issue of a Default Management Completion 
Notice in relation to that Default the Fund Amount will have been so reduced, 
the Clearing House may, by notice in writing (each an "Unfunded 
Contribution Notice''), require each Non-Defaulting Clearing Member to 
deposit and maintain an amount (each an "Unfunded Contribution") in 
accordance with this Rule. 

(b) Unfunded Contributions will only be payable in circumstances where the 
relevant Unfunded Contribution Notice Is delivered by the Clearing House to 
Members before a Default Management Completion Notice in relation to the 
relevant Default. 

(c) The amount of an Unfunded Contribution payable by a Member in respect of 
a Default shall be payable pro rata by reference to the proportion which tllat 
Member's Contribution bears to the aggregate of Contributions of al l Non
Defaulting Clearing Members, and shall not exceed the value of the 
Contribution of that Member as calculated on the last Determination Date 
prior to the date when the relevant Default occurred. 

(d) Following the payment of an Unfunded Contribution in accordance with Rule 
C6(a}, (b) an~ (c) , the Clearing House may, by the delivery of one or more 
further Unfunded Contribution Notices, require each Non-Defaulting Clearing 
Member to pay one or more further Unfunded Contributions in respect of the 
same Default, provided that the total value of the Unfunded Contributions 
payable by any Member In respect of a particular Default may not exceed the 
value of the Contribution of such Member as calculated on the last 
Determination Date prior to the date when the relevant Default occurred. 

(e) Following a Default in respect of which Unfunded Contributions were paid (the 
"First Default"), the Clearing House may require the payment of further 
Unfunded Contributions In respect of subsequent Defaults, (which, for the 
avoidance of doubt, can never be a First Default), provided that Unfunded 
Contributions will not be payable In respect of any more than three Defaults in 
any six month period (commencing on the date of delivery of the first 
Unfunded Contribution Notice in respect of the First Default). 

(f) Members shall deposit the full amount of each Unfunded Contribution (without 
exercising any rights of set-off or counterclaim) with the Clearing House on 
the business day following receipt of an Unfunded Contribution Notice. 

For the avoidance of doubt, references to "Members'' for the purposes of this Rule 
include any Member (other than a defaulter) who is: (i) a Retiring Member but whose 
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status as a Member has not yet been terminated; and {li) a Resigning Member whose 
resignation from the Service is not yet effective. 

C7. Cooling Off and Replenishment of Fund 

(a) This Rule applies where, after a Default, the Clearing House has applied part 
or all of a Contribution under Rule 26 or Rule 28. Upon such application the 
Fund Amount shall be reduced forthwith by the aggregate amount of the 
Contributions or parts of Contributions so applied, and (subject to the 
following provisions of this Rule) the amount of the Contribution that each 
Member must maintain with the Clearing House shall be reduced by the 
amount of its Contribution which has been applied pursuant to Rule 28, in 
each case until the next Determination Date. Unless and until the Clearrng 
HoUse has repaid a defaulter's Contribution, the Fund Amount shall be 
treated as having been reduced by the amount of the defaulter's Contribution 
{if any) regardless of whether the Clearing House has applied part or all of 
that Contribution under Rule 26. 

(b) If following the issuance of a notice to the effect that it has completed the 
management of a Default (a "Default Management Completion Notice") the 
aggregate amount of Fund Amount determined ih accordance with paragraph 
(a) of this Rule E? is less than the Fund Floor, the Clearing House may notify 
each Non Defaulting Clearing Member that it is required to make a 
supplementary Contribution until the next Determination Date, based on the 
proportion that the value of its Contribution as at the last Determination Date 
prior to the date wren the relevant Default occurred bears to the value of the 
aggregate Contributions of all Non-Defaulting Clearing Members as at such 
date, so as to maintain the Fund Amount at no less than the Fund Floor. 
Supplementary Contributions required hereunder shall be paid within two 
business days after notification and in accordance with the Procedures. 

(c) For a further period (a '' Cooling Off Period ') of 30 calendar days from (and 
including) any day on which the Clearing House has Issued a Default 
Management Completion Notice after an application pursuant to Rule 26 or 
Rule 28, calculation of the Fund Amount and the Contributions of Members In 
accordance with Rule C3 shall be suspended. 

(d) Each Member's Contribution during a Cooling Off Period shall be no less than 
the Minimum Contribution. 

(e) Notwithstanding Rule 33, if a Member which is not a defaulter notifies the 
Clearing House within two business days after the issue of a Default 
Management Completion Notice that it wishes to resign from the Service: 
assuming all other requirements for termination of its membership have been 
satisfied by the end of the Cooling Off Period, such Member shall cease to be 
treated as a Member for the purpose of Rule C3 on the next Determination 
Date, and its Contribution shall (unless utilised in the interim in accordance 
with Rule 28) be repaid by the Clearing House following that Determination 
Date in accordance with the Procedures. A Member which has notified its 
wish to resign remains liable under Rule C8 until the effective date of its 
resignation. 

(f) The first business day after a Cooling Off Penod shall exceptionally be a 
Determination Date; and the Fund Amount determined on such exceptional 
Determination Date shall remain in effect until the first business day of the 
next calendar month. 
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(g) There may not be more than three exceptional Determination Dates of the 
type described in (f) above in any period of six months. 

C8. Loss Allocation 

(a) At any time after a Default, the Clearing House may determine that the 
Excess Loss resulting from the Default will exceed the resources available to 
be applied to it under Rule 16(a) to (g). If the Clearing House makes such a 
determination then the Clearing House may implement the process (the "Loss 
Distribution Process") described in this Rule CB in order to mitigate the LCH 
Uncovered Loss. For these purposes, the difference between the Excess 
Loss as determined by the Clearing House on that day and such resources 
remaining available on that day shall be the "LCH Uncovered Loss". 

(b) Definitions 

In this Rule CB, the following definitions apply: 

"Loss Distribution Day ' means any business day in a Loss Drstribut1on 
Period on which the Clearing House, prior to calling for GeverCQllate.ra1 in 
respect of margin obligations in accordance with the provisions of fhe 
Procedures on such business day, determines that the LCH Uncovered Loss 
for that business day is greater than zero. 

"Loss Distribution Period' means the period from, but excluding, the day on 
which a Default occurs with respect to a Member to the business day on 
which all Loss Distribution Charges in respect of such Default have been paid 
in full. 

(c) Loss Distribution Charges 

On each Loss Distribution Day, each Non-Defaulting Clearing Member 
shall pay to the Clearing House a ''Loss Distribution Charge" which 
is equal to the product of (x) the LCH Uncovered Loss in respect of 
that Loss Distribution Day and (y) the proportion which that Member's 
Contribution bears to the aggregate of the Contributions of all Non
Defaulting Clearing Members, provided that the cumulative total of all 
such Loss Distribution Charges that a Non-Defaulting Clearing 
Member is required to pay in respect of all Loss Distribution Days 
relating to that Default shall not be greater than the Loss Distribution 
Cap Amount in respect of that Non-Defaulting Clearing Member. For 
this purpose, "Loss Distribution Cap Amount" means an amount 
equal to the Contribution of such Member as calculated at the last 
Determination Date (disregarding any Determination Date arising after 
the Default occurred) , 

ii Any Loss Distribution Charge shall be paid by the Member to the 
Clearing House in accordance with the Procedures. 

(d) Application of Loss Distribution Charges 

The Clearing House shall apply all payments it receives In· respect of Loss 
Distribution Charges solely for the purposes of meeting any loss Incurred by 
the Clearing House in relation to the defaulter's Contracts. 

(e) No Rebate 
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Subject to Rule C9 and Rule C10(c) the payment to the Clearing House by 
any Member of any Loss Distribution Charge shall be final and shall not give 
rise to any obligation of the Clearing House to repay any such amount or to 
pay any interest thereon. 

(f) Ballot 

If on a Loss Distribution Day, the LCH Uncovered Loss exceeds the 
aggregate amount of Loss Distribution Charges which the Clearing House 
may be entitled to receive under paragraph (c), the Clearing House may seek 
approval of Non-Defaulting Clearing Members for a proposal to increase the 
Loss Distribution Cap Amount for the purposes of the relevant Default to an 
amount beyond that specified in paragraph (c). Approval shall only be treated 
as given if, in a ballot: (i) at least 95% by number (rounding fractions upwards 
to the next 5%) of Members eligible to vote have voted, and no Member 
which has voted has voted against the proposal; or (ii) In the event that there 
are more than two but fewer than 20 Members, no more than one Member 
eligible to vote has voted against the proposal. 

C9. Application of Recoveries 

(a) The Clearing House will apply any recovery, first to the reimbursement of 
payers of Loss Distribution Charges, and then to reimburse any Members or 
other persons to whom recourse has been made under Rule 16(d) to (g), but 
in reverse order to that in which they appear in Rule 16. In relation to payers 
of Loss Distribution Charges, any partial recovery will be distributed pro rata 
to the aggregate payments made by those payers. For the purposes of this 
Rule, a recovery comprises: 

any amounts received from the defaulter as a result of the Clearing 
House being a creditor of the defaulter in respect of the Business of 
such defaulter in the context of the occurrence of any of the events 
under Rule 5(1) to (p) in respect of the defaulter or otherwise, other 
than In respect of sums due to the Clearing House for its own account; 
or 

II any other amounts howsoever obtained or recovered In the course of 
the management of the Default or which are otherwise referable to the 
Default or the defaulter, 

in each case net of any related expenses incurred by the Clearing House or 
other sums owing to the Clearing House by the defaulter in connection with 
the Service. 

(b) Nothing in this Rule C9 shall oblige the Clearing House to pursue any 
litigation or take other action in order to recover the amounts contemplated 
hereby. 

(c) If a Contribution made by a defaulter to another default fund of the Clearing 
House has been applied to losses in respect of Contracts registered to an 
account of the defaulter, any amounts recovered shall be applied pari passu 
as between the relevant default funds. 

C1 0. Service Closure 

(a) Where, after the Default of one or more Members, the Clearing House 
determines that, notwithstanding the avallablllty of any resources remaining 
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under Rule 16(a) to (g) and the availability of the Loss Distribution Process 
under Rule C8, the Clearing House does not have sufficient resources to 
meet its obligations and liabilities arising In respect of Contracts to which it is 
party with Non-Defaulting Clearing Members, the Clearing House shall make 
a further determination (an "Insufficient Resources Determination") that the 
Clearing House does not have sufficient available resources under Rule 16(a) 
to (g) and via the Loss Distribution Process under Rule C8 to meet its 
obligations and liabilities arising in respect of those Contracts to which it is 
party with Non-Defaulting Clearing Members, and the provisions of this Rule 
shall have effect. 

(b) All outstanding Contracts shalt be closed out as of the business day follow1ng 
the date of the Insufficient Resources Determination and any further 
obligations to make any payments under or in respect of such Contracts shall 
cease. The closing prices used shall be prices calculated by the Clearing 
House in accordance with the methodology used by it to carry out end of day 
margin runs in respect of the outstanding Contracts. Where such data is not 
available to the Clearing House, the closing price shall be the last price used 
by the Clearing House to calculate the variation margin requirement for the 
position to be closed out. 

(c) On the basis of the close out values established for each outstanding 
Contract, an account shall be taken (as at the time of close out) of what is 
due, In respect of each Member, from that Member to the Clearing House and 
from the Clearing House to that Member, as well as all other amounts owing 
under or in respect of such Contracts and any other amounts that may be due 
in respect of the Service (including for these purposes, a proportionate share 
of any amounts owed generally to or from the Clearing House), and the surns 
due from the Member shall be set off against the sums due from the Clearing 
House and only the balance of the account shall be payable. Amounts due In 
respect of such Contracts shall include, but not be limited to, returns of cash 
Collateral held by the Clearing House in respect of the Member's variation 
margin ooseGiatea- tf:tefewithobligations and returns of Loss Distribution 
Charges, but shall exclude the repayment of any cash Collateral held by the 
ClearinCLHouse in re§pect of the Member's initial margin~tions. or any 
Contributions. 

(d) To the extent that the aggregate of all of the amounts owed to the Clearing 
House by Members plus all of those other resources applicable to the Service 
under Rule 16(a) to (g) that have not been applied towards an Excess Loss is 
less than the aggregate of the amounts owed to Members by the Clearing 
House, each amount owed to Members by the Clearihg House shall be 
reduced pro rata the shortfall. 

(e) The Clearing House shall determine any amounts due to each Member in 
respect of cash Collateral held by the re~GY+1=H3f14Ciearing House in resQ.AAt of 
aA-y-BB-sR~ initial margin obligations of the Member and outstanding 
Contributions to be repaid. The claim of each such Member in respect of the 
foregoing shall be limited to a pro rata share of the assets available to the 
Clearing House to satisfy those amounts. 

(f) For each Member, the amount due to it or due from it as determined pursuant 
to (c) above shall be aggregated with its claim determined pursuant to (d) 
above and only the net sum shall be payable. Where the result of such 
calculations is that a Member owes an amount to the Clearing House, that 
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Member shall pay that amount to the Clearing House immediately. Where the 
result of such calculations is that a Member is owed an amount by the 
Clearing House, the Clearing House shall pay that amount to the Member 
immediately, subject to (g) below. 

(g) The payment of such amount to a Member pursuant to (e) above, subject to 
any re-calculations performed pursuant to (g) below, shall constitute the full 
and final payment in respect of the Service and such Member shall not be 
permitted to make any further claims on the Clearing House in respect of 
amounts relating to the Service nor shall it be permitted to notify the Clearing 
House of a Termination Date pursuant to Regulation 39A for a failure to pay 
any amounts in relation to the Service, 

(h) The Clearing House may make the payments due under (e) above in one or 
more instalments to the Members in proportion to the value of their c1aims on 
the Clearing House under (c) above if some but not all of the amounts due 
under (e) above or Rule 16(a) to 16(g) have not yet been received. The 
Clearing House shall take reasonable steps to recover such amounts and 
may deduct therefrom reasonable administration costs for such recovery. To 
the extent that the Clearing House determines that any such amounts will not 
in fact be recoverable, it shall re-determine the amounts due to Members in 
accordance with this Rule. 

(i) This Rule shall not be applied in the event that a Termination Date has been 
specified in relation to the Clearing House in accordance with Regulation 39A. 

U) Nothing in the foregoing shall override the obligation of the Clearing House to 
return non-cash Collateral transferred to it in re.~p~initial margin JSlfGVJEleEI 
'ay-way akes~:~rllY-·te-:J· MeH:liXo!f -pursuant to 1ts.tbe. Regulations and 
Procedures. 

C11 . Ballot Arrangements 

(a) No proposal for any of the amendments set out In paragraphs (i), (ii), (iii), or 
(iv) below (each a "Commodities Default Fund Amendment') shall be 
capable of coming into effect unless first approved in a ballot of Members: 

any amendment providing for a change In the nature of the liabilities 
for Which a Member's indemnity is given in respect of Commodities 
Business by virtue of Rule 28; 

II any amendment which, in the opinion of the Board of Directors of the 
Clearing House would represent a significant change in the 
commitments of the Commodities Clearing Members but not in the 
commitments of any other Members; 

iii any increase In the maximum size of the Fund Amount for the 
purposes of Rule C2 beyond USD 2,500,000,000 (or such other level 
as has been approved in a ballot); and 

iv any amendment to the amount of the Minimum Contribution or the 
definition ofthe Fund Floor. 

(b) For the purposes of a ballot conducted pursuant to this Rule, the provisions of 
clauses 9.4, 9.6 and 9. 7 of the Clearing Membership Agreement shall apply 
with the following amendments: 
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the words "major amendment to the Default Fund Rules" in the first 
line of clause 9.4 of the Clearing Membership Agreement shall be 
read as "Commodities Default Fund Amendment"; 

ii all references to "Clearing Members" shall be read as references to 
"Commodities Clearing Members"; 

iii in paragraph (c) of clause 9.4 of the Clearing Membership Agreement, 
the reference to "Quarter Day" shall be replaced with a reference to 
Determination Date, as such term is used in the Commodities Default 
Fund Supplement to the Default Fund Rules; 

IV references to "Contributions" and "Fund Amount" shall be read in 
accordance with the Commodities Default Fund Supplement to the 
Default Fund Rules; and 

v the reference to ''clause 9.4''' in clause 9.6 of the Clearing Membership 
Agreement shall be construed accordingly. 
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Equities Default Fund Supplement 

E1 . In this Supplement, subject to any contrary indication or where the context otherwise 
requires, references to: 

the "Business" means the Equities Business of a Member 

a "Contract ' means an EquityCiear Contract, an Equities Contract, a contract 
cleared pursuant to a SerVice and such other cash equity or equity derivative contract 
as the Clearing House may from time to time specify by notice to the Members 

a "Contribution" means an Equities Contribution 

the "Default Fund' means the fund established by this Equities Default Fund 
Supplement 

a "Determination Date' means an Equities Determination Date 

the ''Excess Loss" means the Equities Excess Loss 

the "Fund Amount ' means the Equities Fund Amount 

a "Member ' means an Equities Clearing Member and a Clearing Member approved 
to clear a Specified Market and except where stated otherwise, Includes a Co
operating Clearing House 

a "Minimum Contribution' means GBP 500,000 

a "Non-Defaulting Clearing Member ' means a Member that is not a defaulter under 
Rule 4 of the Default Rules 

"Service" means equities and equities-related services provided by the Clearing 
House pursuant to Its rules governing the clearing of the Specified Markets and 
includes the Equities Service 

"Specified Markets" means an EqultyCiear ATP, the TGHL market and any other 
markets from time to time specified by the Clearing House 

and calculations of "Combined Loss Value", "End of Day Margin Weight' , "Peak 
Intra-Day Margin Weighr', "STLIEOM ' and "Weight Factor' are carried out in 
accordance with this Supplement only. 

Capitalised terms not otherwise defined in this Supplement shall have the meanings 
assigned to them In the General Regulations, Rule 15 of the Default Fund Rules or 
Rule 15A of the Default Fuhd Rules, as applicable. 

E2. Fund Amount 

(a) The Default Fund is denominated in GBP, and all amounts referable to it shall 
be denominated, calculated, called and payable in GBP. 

(b) On each business day, the Clearing House wlll determine the "Combined 
Loss Value" in respect of each of the three preceding calendar months. The 
Combined Loss Value in respect of a particular day will be the sum of the 
STLIEOMs for the Members which have the largest and the second largest 
STLIEOM on that day. For this purpose, the "STLIEOM" means, in respect of 
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each Member and In respect of any day, the stress-tested loss In excess of 
initial margin (determined for a given scenario determined by the Clearing 
House) which could be Incurred by the Clearing House in respect of that 
Member's Business if that Member became a defaulter on that day. 
References in this Rule E2 to Member include a Co-operating Clearing House 
and the STLIEOM of a Co-operating Clearing House is included In the 
calculations under this Rule E2. 

(c) The Fund Amount shall be determined by the Clearing House on the first 
business day of each calendar month (the "Determination Date") in 
accordance with this Rule. 

The Fund Amount is, for a given Determination Date, the largest of the 
Combined Loss Values as determined during the three calendar 
month period under Rule E2(b), plus 10%, subject to the following 
provisions of this Rule. 

ii On any Determination Date, if the Fund Amount as determined under 
Rule E2(c)(i) would be lower than three times the Minimum 
Contribution, the Fund Amount will be deemed to be three times the 
Minimum Contribution (the "Fund F/oo;'). 

iii On any Determination Date: (a) if the Fund Amount as determined 
would exceed GBP 150,000,000, the Fund Amount will be deemed to 
be GBP 150,000,000 unless the Risk Committee of the Clearing 
House has resolved that an increase in the Fund Amount is 
warranted, in which case the Fund Amount shall be as determined by 
the Risk Committee; (b) If the Fund Amount as determined would 
exceed GBP 500,000,000, the Fund Amount will be deemed to be 
GBP 500,000,000, notwithstanding any determination by the Risk 
Committee, unless an increase has been approved by ballot in 
accordance with Rule E11 . 

IV In the case of a Default in relation to which the Clearing House does 
not apply Contributions under Rule 26 or Rule 28, determinations of 
the Fund Amount under the methodology of this Rule are suspended 
from the date of the occurrence of a Default until the completion of the 
management of such Default.. Where other such Defaults have 
commenced during the period of suspension, the suspension will end 
at the completion of the management of the last of such Defaults. 

In the case of any Default in relation to which the Clearing HoUse applies 
Contributions under Rule 26 or Rule 28, determinations of the Fund Amount 
under the methodology of this Rule are suspended from the date of the 
occurrence of a Default until the expiry of the Cooling Off Period under Rule 
E7. Where other such Defaults have commenced during the period of 
suspension, the suspension will end at the expiry of the Cooling Off Period 
following the Default Management Completion Notice in respect of the last of 
those Defaults. 

E3. Contributions to Fund 

(a) The amount of each Member's Contribution shall be determined by the 
Clearing House on each Determination Date on the basis of information 
available as at close of business on the immediately preceding business day 
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and notified to such Member as soon as practicable after such determination 
in accordance with the Procedures. However, determinations of Contributions 
under the methodology of this Rule are suspended after the occurrence of a 
Default In accordance with Rule E2(c)(iv). 

(b) A Member's Contribution shall be determmed with reference to business 
conducted by it on the Specified Markets in Contracts as follows: 

the Member's "End of Day Margin Weight' shall be calculated by 
dividing the average dally re~~irerReA{-fet=-initial margin requirement at 
the end of each day (as calculated under the Procedures or other 
arrangements applicable) which has applied to the Member during the 
Reference Period in respect of all Contracts by the total of such 
average dally requirements applied to all Members other than 
defaulters; 

ii the Member's "Peak lntra·Day Margin Weighf' shall be calculated by 
dividing the average maximum intra-day racwir-et~ent-klr- initial margin 
requirement arising at any point during each day during the Reference 
Period (as calculated under the Procedures or other arrcmgements 
applicable) which has applied to the Member in respect of all 
Contracts by the total of such average maximum intra-day 
requirements applied to all Members other than defaulters; 

iii the Membe~s "Weight Factor' shall be calculated by adding one-half 
of its End of Day Margin Weight to one-half of its Peak Intra-Day 
Margin Weight, 

and the Member's Contribution shall be the amount arrived at by multiplying 
the Fund Amount by the Member's Weight Factor, provided that (x) if the 
amount calculated for a particular Member pursuant to the foregoing would, 
when aggregated with the Contributions of all other Members, produce a 
Fund Amount that is in excess of that permitted under Rule E2(c)(iii), then 
such excess amount, as calculated by the Clearing House, shall be iteratively 
notionally allocated to such Member pro rata to its Contribution as originally 
calculated and such proportionate excess shall be deducted from the amount 
originally calculated and the Member's Contribution shall be adjusted 
accordingly; and provided further that (y) in no case shall a Member's 
Contribution be less than the Minimum Contribution (notwithstanding that the 
Fund Amount may, taking into. account all Contributions as adjusted in 
accordance with the provisos to this paragraph, exceed the level specified in 
Rule E2(c)(iii)). 

For the purposes of these calculations: 

tv ''Reference Period' means the period of three calendar months 
immediately before the Determination Date; 

y references to "Members" do not include references to defaulters 
(apart from any defaulter in respect of which the Clearing House 
permits the application of this Rule) or persons Which were formerly 
Members but are not Members on the date on which the relevant 
calculation is made; 
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vi Contributions shall be rounded upwards, if not already such a multiple, 
to the next Integral multiple of one thousand pounds; and 

viii no account shall be taken, in calculating the initial margin requirement 
or Margin Weight under this Rule E3(b) of any offsets in the initial 
margin required for Contracts from a Member which may otherwise be 
permissible Under the Procedures or other arrangements applicable, 

(c) Without prejudice to any other requirements which the Clearing House may 
impose, the amount of the Contribution of a New Member shall be the sum of: 

the Minimum Contribution; and 

il any supplemehtary sum determined by the Clearing House in its 
discretion and notified to the New Member. The Clearing House shall 
determine the amount of such supplementary sum by reference to the 
actual or expected level of clearing actiVIty of the New Member. 

(d) Except to the extent that one or other of the caps specified In Rule E2(c)(iii) 
would be exceeded, the Clearing House may recalculate the Contributions 
due from certain Members on any business day other than one falling 
between the application of a Contribution and the end of the Cooling Off 
Period, as set out at Rule E7, in the following circumstances: 

(e) 

if the Combined Loss Value determined under Rule E2(b) on that day 
deviates by more than 25% upwards or downwards from the 
Combined Loss_ Value on which the previous Contribution 
determination was based, on such business day, the Clearing HoUse 
shall be entitled to make an adjustment upwards or downwards to the 
Fund Amount commensurate with the deviBtion; 

II where the Risk Committee considers (for any reason) that a 
recalculation is warranted between Determination Dates. 

A Co-operating Clearing House Is not required to contribute to the Default 
Fund and references In thls Rule E3 to a Member do not include a Co
operating Clearing House. 

E4. Interest on Contributions 

On each day interest shall accrue on the amount of each Contribution then held by 
the Clearing House, to the extent that it has not been applied under Rule 26 or Rule 
28, at such rate and in such manner as provided by the Procedures, provided that 
the rate of interest for any particular day shall be based on a market-recognised 
benchmark rate plus or minus a spread. Such rate and such spread shall be 
determined, In 11ght of market conditions at such time, by the Clearing House from 
time to time and notified by the Clearing House to Members. Interest on 
Contributions shall be payable in arrears and shall be paid on the date or dates 
specified by the Procedures. Any interest which has accrued under this Rule shall not 
be regarded as part of a Contribution. References in this Rule E4 to a Member do not 
include a Co-operating Clearing House. 

E5. Payment of Contributions 

(a) Upon determination of the amount of a Contribution on a Determination Date.: 
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if the amount of the Contribution of a Member at close of business on 
the business day immediately before the Determination Date exceeds 
the amount of the Member's Contribution as determined on the 
Determination Date, the excess shall be paid by the Clearing House to 
the Member In accordance with the Procedures; 

II if the amount of the Contribution of a Member at close of business on 
the business day immediately before the Determination Date is the 
same as the amount of the Member's Contribution as determined on 
the Determination Date, no sum shall then be payable by or to the 
Member in respect of its Contribution; and 

iii if the amount of the Contribution of a Member at close of business on 
the business day immediately before the Determination Date is less 
than the amount of the Member's Contribution as determined on the 
Determination Date, the shortfall shall be paid by the Member to the 
Clearing House in accordance with the Procedures. 

(b) The provisions of this Rule do not apply to a Member which is a defaulter, 
unless the Clearing House so requires in any particular case. 

(c) References in this Rule E5 to a Member do not include a Co-operating 
Clearing House. 

EG. Unfunded Contributions 

(a) On any business day after the occurrence of a Default, if the Clearing House 
determines that by reason of reduction in accordance with Rule E7, (i) the 
Fund Amount (minus any Contribution of the defaulter) has been reduced by 
at least 25%, or (11) by the time of issue of a Default Management Completion 
Notice in relation to that Default the Fund Amount will have been so reduced, 
the Clearing House may, by notice in writing (each an "Unfunded 
Contribution Notice''), require each Non-Defaulting Clearing Member to 
deposit and maintain an amount (each an "Unfunded Contribution") in 
accordance with this Rule. 

(b) Unfunded Contributions will only be payable in circumstances where the 
relevant Unfunded Contribution Notice is delivered by the Clearing House to 
Members before a Default Management Completion Notice In relation to the 
relevant Default. 

(c) The amount of an Unfunded Contribution payable by a Member in respect of 
a Default shall be payable pro rata by reference to the proportion which that 
Member's Contribution bears to the aggregate of Contributions of all Non
Defaulting Clearing Members, and shall not exceed the value of the 
Contribution of that Member as calculated on the last Determination Date 
prior to the date when the relevant Default occurred. 

(d) Following the payment of an Unfunded Contribution in accordance with Rule 
E6(a}, (b) and (c), the Clearing House may, by the delivery of one or more 
further Unfunded Contribution Notices, require each Non-Defaulting Clearing 
Member to pay one or more further Unfunded Contributions in respect of the 
same Default, provided that the total value of the Unfunded Contributions 
payable by any Member in respect of a particular Default may not exceed the 
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value of the Contribution of such Member as calculated on the last 
Determination Date prior to the date when the relevant Default occurred. 

(e) Following a Default in respect of which Unfunded Contributions were paid (the 
"First Default"), the Clearing House may require the payment of further 
Unfunded Contributions in respect of subsequent Defaults, (which, for the 
avoidance of doubt, can never be a First Default), provided that Unfunded 
Contributions will not be payable In respect of any more than three Defaults in 
any six month period (commencing on the date of delivery of the first 
Unfunded Contribution Notice in respect of the First Default). 

(f) Members shall deposit the full amount of each Unfunded Contribution (without 
exercising any rights of set-off or counterclaim) with the Clearing House on 
the business day following receipt of an Unfunded Contribution Notice. 

For the avoidance of doubt, references to "Members" for the purposes of this Rule: (i) 
include any Member (other than a defaulter) who is a Retiring Member but whose 
status as a Member has not yet been terminated; (ii) include any Member (other than 
a defaulter) who is a Resigning Member whose resignation from the Service is not 
yet effective; and (iii) do not include a Co-operating Clearing House. 

E7. Cooling Off and Replenishment of Fund 

(a) This Rule applies where, after a Default, the Clearing House has applied part 
or all of a Contribution under Rule 26 or Rule 28. Upon such application the 
Fund Amount shall be reduced forthwith by the aggregate amount of the 
Contributions or parts of Contributions so applied, and (subject to the 
following provisions of this Rule) the amount of the Contribution that each 
Member must maintain with the Clearing House shall be reduced by the 
amount of its Contribution which has been applied pursuant to Rule 28, in 
each case until the next Determination Date. Unless and until the Clearing 
House has repaid a defaulter's Contribution, the Fund Amount shall be 
treated as having been reduced by the amount of the defaulter's Contribution 
(if any) regardless of whether the Clearing House has applied part or all of 
that Contribution under Rule 26. 

{b) If following the issuance of a notice to the effect that it has completed the 
management of a Default (a "Default Management Completion Notice") the 
aggregate amount of Fund Amount determined in accordance with paragraph 
(a) of this Rule E7 is less than the Fund Floor, the Clearing House may notify 
each Non-Defaulting Clearing Member that it is required to make a 
supplementary Contribution until the next Determination Date, based on the 
proportion that the value of its Contribution as at the last Determination Date 
prior to the date when the relevant Default occurred bears to the value of the 
aggregate Contributions of all Non-Defaulting Clearing Members as at such 
date, so as to matntain the Fund Amount at no less than the Fund Floor, 
Supplementary Contributions required hereunder shall be paid within two 
business days after notification and in accordance with the Procedures. 

(c) For a further period (a "Cooling Off Period ') of 30 calendar days from (and 
including) any day on which the Clearing House has Issued a Default 
Management Completion Notice after an application pursuant to Rule 26 or 
Rule 28, calculation of the Fund Amount and the Contributions of Members in 
accordance with Rule E3 shall be suspended. 

541 



Default Fund Rules November 2013 

(d) Each Member's Contribution during a Cooling Off Period shall be no less than 
the Minimum Contribution. 

(e) Notwithstanding Rule 33, if a Member which is not a defaulter notifies the 
Clearing House within two business days after the issue of a Default 
Management Completion Notice that it wishes to resign from the Service: 
assuming all other requirements for termination of its membership have been 
satisfied by the end of the Cooling Off Period, such Member shall cease to be 
treated as a Member for the purpose of Rule E3 on the next Determination 
Date, and its Contribution shall (unless utilised in the interim In accordance 
with Rule 28) be repaid by the Clearing House following that Determination 
Date in accordance with the Procedures. A Member which has notified its 
wish to resign remains liable under Rule E8 untn the effective date of its 
resignation. 

(f) The first business day after a Cooling Off Period shall exceptionally be a 
Determination Date; and the Fund Atnount determined on such exceptional 
Determination Date shall remain in effect until the first business day of the 
next calendar month. 

(g) There may not be more than three exceptional Determination Dates of the 
type described in (f) above in any period of six months. 

(h) References in this Rule E7 to a Member do not include a Co-operating 
Clearing House. 

ES. Loss Allocation 

(a) At any time after a Default, the Clearfng House may determine that the 
Excess Loss resulting from the Default will exceed the resources available to 
be applied to it under Rule 16(a) to (g). If the Clearing House makes such a 
determination then the Clearing House may implement the process (the 
"Loss Distribution Process") described In this Rule E8 in order to mitigate 
the LCH Uncovered Loss. For these purposes, the difference between the 
Excess Loss as determined by the Clearing House on that day and such 
resources remaining available on that day shall be the "LCH Uncovered 
Loss". 

(b) Definitions and interpretation 

In this Rule E8, references to a Member do not include a Co-operating 
Clearing House and the following definitions apply: 

"Loss Distribution Day' means any business day in a Loss Distribution 
Period on which the Clearing House, prior to calling for sov~fC.oJlillillill in 
respect of margin obligaHom in accordance with the provisions of the 
Procedures on such business day, determines that the LCH Uncovered Loss 
for that business day is greater than zero. 

"Loss Distribution Period ' means the period from, but excluding, the day on 
which a Default occurs with respect to a Member to the business day on 
which all Loss Distribution Charges in respect of such Default have been paid 
in full. 

(c) Loss Distribution Charges 

542 



Default Fund Rules November 2013 

On each Loss Distribution Day, each Non-Defaulting Clearing Member 
shall pay to the Clearing House a "Loss Distribution Charge ' which 
is equal to the product of (x) the LCH Uncovered Loss in respect of 
that Loss Distribution Day and (y) the proportion which that Member's 
Contribution bears to the aggregate of the Contributions of all Non
Defaulting Clearing Members, provided that the cumulative total of all 
such Loss Distribution Charges that a Non-Defaulting Clearing 
Member is required to pay in respect of all Loss Distribution Days 
relating to that Default shall not be greater than the Loss Distribution 
Cap Amount in respect of that Non-Defaulting Clearing Member, and 
provided such Loss Distribution Charge shall also include any liquidity 
amounts. For this purpose, "Loss Distribution Cap Amount" means 
an amount equal to the Contribution of such Member as calculated at 
the last Determination Date (disregarding any Determination Date 
arising after the Default occurred). For the purposes of this Rule E8, 
"liquidity amounts" means the gross amount paid or payable for 
borrowed or purchased assets solely to enable the physical settlement 
of Contracts. 

II Any Loss Distribution Charge shall be paid by the Member to the 
Clearing House in accordance with the Procedures. 

(d) Appt;cation of Loss Distribution Charges 

Apart from liquidity amounts used to effect physical settlement in accordance 
with Rule ES(c)(i); the Clearing House shall apply all other payments it 
receives in respect of Loss Distribution Charges solely for the purposes of 
meeting any loss incurred by the Clearing House in relation to the defaulter's 
Contracts. 

(e) No Rebate 

Subject to Rule ES(e)(ii), Rule E9 and Rule E1 O(c), the payment to the 
Clearing House by any Member of any Loss Distribution Charge shall 
be final and shall not give rise to any obligation of the Clearing House 
to repay any such amount or to pay any interest thereon. 

ii Following the issuance of a Default Management Completion Notice, 
surplus amounts of Loss Distribution Charges comprising liquidity 
amounts for physical settlement shall, In the case of a Retiring 
Member or a Resigning Member, be returned to such Member, and, in 
the case of other Members, be set off against a Member's Contribution 
(provided any surplus liquidity amounts in excess of the Contribution 
shall be returned to such Member), in both cases, pro rata by 
reference to the proportion which the Loss Distribution Charge paid by 
the relevant Member bears to the aggregate of Loss Distribution 
Charges paid by all Non-Defaulting Clearing Members. 

(f) Ballot 

If on a Loss Distribution Day, the LCH Uncovered Loss exceeds the 
aggregate amount of Loss Distribution Charges which the Clearing House 
may be entitled to receive under paragraph (c), the Clearing House may seek 
approval of Non-Defaulting Clearing Members for a proposal to increase the 
Loss Distribution Cap Amount for the purposes of the relevant Default to an 
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amount beyond that specified in paragraph (c), Approval shall only be treated 
as given if, in a ballot: (I) at least 95% by number (rounding fractions upwards 
to the next 5%) of Members eligible to vote have voted, and no Member 
which has voted has voted against the proposal; or (ii) in the event that there 
are more than two but fewer than 20 Members, no more than one Member 
eligible to vote has voted against the proposal. 

E9. Application of Recoveries 

(a} The Clearing House will apply any recovery, first to the reimbursement of 
payers of Loss Distribution Charges, and then to reimburse any Members or 
other persons to whom recourse has been made under Rule 16( d) to (g), but 
in reverse order to that in which they appear in Rule 16. In relation to payers 
of Loss Distribution Charges, any partial recovery will be distributed pro rata 
to the aggregate payments made by those payers. For the purposes of t_his 
Rule, a recovery comprises: 

any amounts received from the defaulter as a result of the Clearing 
House being a creditor of the defaulter In respect of the Business of 
such defaulter in the context of the occurrence of any of the events 
under Rule 5(i) to (p) in respect of the defaulter or otherwise, other 
than In respect of sums due to the Clearing House for its own account; 
or 

II any other amounts howsoever obtained or recovered in the course of 
the management of the Default or which are otherwise referable to the 
Default or the defaulter, 

1n each case net of any related expenses incurred by the Clearing House or 
other sums owing to the Clearing House by the defaulter in connection with 
the Service. 

(b) Nothing in this Rule E9 shall oblige the Clearing House to pursue any 
litigation or take other action in order to recover the amounts contemplated 
hereby. 

(c) If a Contribution made by a defaulter to another default fund of the Clearing 
House has been applied to losses in respect of Contracts registered to an 
account of the defaulter, any amounts recovered shall be applied pari passu 
as between the relevant default funds. 

(d) References in this Rule E9 to a Member do not include a Co-operating 
Clearing House. 

E10. Service Closure 

(a) Where, after the Default of one or more Members, the Clearing House 
determines that, notwithstanding the availability of any resources remaining 
under Rule 16(a) to (g) and the availability of the Loss Distribution Process 
under Rule EB, the Clearing House does not have sufficient resources to 
meet its obligations and liabilities arising in respect of Contracts to which it is 
party with Non-Defaulting Clearing Members, the Clearing House shall make 
a further determination (an "Insufficient Resources Determination") that the 
Clearing House does not have sufficient available resources under Rule 16(a) 
to (g) and via the Loss Distribution Process under Rule EB to meet its 
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obligations and liabilities arising in respect of those Contracts to which it is 
party with Non-Defaulting Clearing Members, and the provisions of this Rule 
shall have effect. 

(b) All outstanding Contracts shall be closed out as of the business day following 
the date of the Insufficient Resources Determination and any further 
obligations to make any payments under or in respect of such Contracts shall 
cease. The closing prices used shall be prices calculated by the Clearing 
House in accordance with the methodology used by lt to carry out end of day 
margin runs In respect of the outstanding Contracts. Where such data Is not 
available to the Clearing House, the closing price shall be the last price used 
by the Clearing House to calculate the variation margin requirement for the 
position to be closed out. 

(c) On the basis of the close out values established for each outstanding 
Contract, an account shall be taken (as at the time of close out) of what is 
due, fn respect of each Member, from that Member to the Clearing House and 
from the Clearing House to that Member, as well as all other amounts owing 
under or in respect of such Contracts and any other amounts that may be due 
in respect of the Service (including for these purposes, a proportionate share 
of any amounts owed generally to or from the Clearing House), and the sums 
due from the Member shall be set off against the sums due from the Clearing 
House and only the balance of the account shall be payable. Amounts due in 
respect of such Contracts shall include, but not be limited to, returns of cash 
Collateral held by the Clearjng House in respect of the Member's~variation 
margin assesiatea-tRe::ewit1-!0.b.lig.atiml.s and returns of Loss Distribution 
Charges, but shall exclude the repayment of any cash Collateralheld by the 
ClearjngHouse in respect of the Member's initial margin obligations or any 
Contributions. 

To the extent that the aggregate of all of the. amounts owed to the Clearing 
House by Members (including Co-operating Clearing Houses) plus all of 
those other resources applicable to the Service under Rule 16(a) to (g) that 
have not been applied towards an Excess Loss is less than the aggregate of 
the amounts owed to Members (including Co-operating Clearing Houses) by 
the Clearing House, each amount owed to Members by the Clearing House 
shall be reduced pro rata the shortfall. For the avoidance of doubt, no amount 
owed by the Clearing House to a Co-operating Clearing House is to be 
reduced pursuant to this Rule 1 O(c). 

(d) The Clearing House shall determine any amounts due to each Member in 
respect of the repayment of any cash Collater&held by the Clearing House in 
respect of the initial margin obligations RLthe Membec and outstanding 
Contributions to be repaid. The claim of each such Member In respect of the 
foregoing shall be limited to a pro rata share of the assets available to the 
Clearing House to satisfy those amounts. 

(e) For each Member, the amount due to it or due from it as determined pursuant 
to (c) above shall be aggregated with its claim determined pursuant to (d) 
above and only the net sum shall be payable. Where the result of such 
calculations is that a Member owes an amount to the Clearing House, that 
Member shall pay that amount to the Clearing House immediately. Where the 
result of such calculations is that a Member is owed an amount by the 
Clearing House, the Clearing House shall pay that amount to the Member 
immediately, subject to (g) below. 
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(f) The payment of such amount to a Member pursuant to (e) above, subject to 
any re-calculations performed pursuant to (g) below, shall constitute the full 
and final payment in respect of the Service and such Member shall not be 
permitted to make any further claims on the Clearing House in respect of 
amounts relating to the Service nor shall it be permitted to notify the Clearing 
House of a Termination Date pursuant to Regulation 39A for a failure to pay 
any amounts in relation to the Service. 

(g) The Clearing House may make the payments due under (e) above In one or 
more instalments to the Members in proportion to. the value of their claims on 
the Clearing House under (c) above if some but not all of the amounts due 
under (e) above or Rule 16(a) to 16(g) have not yet been received. The 
Clearing House shall take reasonable steps to recover such amounts and 
may deduct therefrom reasonable administration costs for such recovery. To 
the extent that the Clearing House determines that any such amounts wlll not 
in fact be recoverable, it shall re-determine the amounts due to Members in 
accordance with this Rule. 

(h) This Rule shall not be applied in the event that a Termination Date has been 
specified in relation to the Clearing House In accordance with Regulation 39A. 

(i) Nothing in the foregoing shall override the obligation of the Clearing House to 
return non-cash Collateral transferred to it in respect of initial margin ~H3Vide(l 
~kest!fity..--ie-a--Meffia~-pursuant to tffi.tl:le Regulations and 
Procedures. 

U) Except for references to Non Defaulting Clearing Members in Rule 10(a), and 
except where otherwise stated, references in this Rule E10 to a Member do 
not include a Co-operating Clearing House. 

E11. Ballot Arrangements 

(a) No proposal for any of the amendments set out in paragraphs (i), (li) , (ii i) or 
(iv) below (each an "Equities Default Fund Amendment') shall be capable 
of coming into effect unless first approved in a ballot of Members: 

any amendment providing for a change in the nature of the liabilities 
for which a Member's indemnity is given in respect of Equities 
Business by virtue of Rule 28; 

il any amendment which , in the opinion of the Board of Directors of the 
Clearing House would represent a significant change in the 
commitments of the Equities Clearing Members but not in the 
commitments of any other Members; 

iii any increase in the maximum size of the Fund Amount for the 
purposes of Rule E2 beyond GBP 500,000,000 (or such other level as 
has been approved in a ballot); and 

iv any amendment to the amount of the Minimum Contribution or the 
definition of the Fund Floor. 

(b) For the purposes of a ballot conducted pursuant to this Rule, the provisions of 
clauses 9.4, 9.6 and 9.7 of the Clearing Membership Agreement shall apply 
with the following amendments: 
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the words "major amendment to the Default Fund Rules" in the first 
line of clause 9.4 of the Clearing Membership Agreement shall be 
read as "Equities Default Fund Amendment"; 

II all references to "Clearing Members" shall be read as references to 
"Equities Clearing Members"; 

iii in paragraph (c) of clause 9.4 of the Clearing Membership Agreement, 
the reference to "Quarter Day" shall be replaced with a reference to 
Determination Date, as such term is used in the Equtties Default Fund 
Supplement to the Default Fund Rules; 

lv references to "Contributions" and "Fund Amount" shall be read in 
accordance with the Equities Default Fund Supplement to the Default 
Fund Rules; and 

v the referenca to "clause 9.4" in clause 9.6 of the Clearing Membership 
Agreement shall be construed accordingly. 

(c) References in this Rule E11 to a Member do not include a Co-operating 
Clearing House, 
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Listed Interest Rate Default Fund Supplement 

L 1. In this Supplement, subject to any contrary indication or where the context otherwise 
requires, references to: 

the "Business" means the Listed Interest Rate Business of a Member 

a "Contract'' means a Listed Interest Rate Contract, a contract clear.ed pursuant to a 
Service and such other listed interest rate derivative contract as the Clearing House 
may from time to time specify by notice to the Members 

a "Contribution" means a listed Interest Rate Contribution 

the "Default Fund' means the fund established by this Listed Interest Rate Default 
Fund Supplement 

a "Determination Date" means a Listed Interest Rate Determination Date 

the "Excess Loss'' means the Listed Interest Rate Excess Loss 

the "Fund Amount'' means the Listed Interest Rate Fund Amount 

.a "Member' means a Listed Interest Rate Clearing Member and a Clearing Member 
approved to clear a Specified Market 

a "Minimum Contribution'' means GBP 500,000 

a "Non-Defaulting Clearing Member' means a Member that is not a defaulter under 
Rule 4 of the Default Rules 

"Service" means the listed interest rate derivatives and listed interest rate 
derivatives-related services provided by the Clearing House pursuant to its rules 
governing the clearing of the Specified Markets and includes the Listed Interest Rate 
Service 

"Specified Markets" means NLX and any other markets from tinie to time specified 
by the Clearing House 

and calculations of "Combined Loss Value" , "End of Day Margin Weight' ', "Peak 
Intra-Day Margin Weighf', "STLIEOM" and "Weight Factor' are carried out in 
accordance with this Supplement only. 

Capitalised terms not otherwise defined in this Supplement shall have the meanings 
assigned to them in the General Regulations, Rule 15 of the Default FLmd Rules or 
Rule 15A of the Default Fund Rules, as applicable, 

l2. Fund Amount 

(a) The Default Fund is denominated in GBP, and all amounts referable to it shall 
be denominated, calculated, called and payable ln GBP. 

(b) On each business day, the Clearing House will determine the "Combined 
Loss Value" in respect of each of the three preceding calendar months. The 
Combined Loss Value in respect of a particular day will be the sum of the 
STLIEOMs for the Members which have the largest and the second largest 
STLIEOM on that day, For this purpose, the "STLIEOM" means, in respect of 
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each Member and ln respect of any day, the stress-tested loss in excess of 
initial margin (determined for a given scenario determined by the Clearing 
House) which could be incurred by the Clearing House In respect of that 
Member's Business if that Member became a defaulter on that day. 

(c) The Fund Amount shall be determined by the Clearing House on the first 
business day of each calendar month (the "Determination Date'') in 
accordance with this Rule. 

The Fund Amount is, for a given Determination Date, the largest of the 
Combined Loss Values as determined during the three calendar month 
period under Rule L2(b), plus 10%, subject to the following provisions of 
this Rule. 

ii On any Determination Date, if the Fund Amount as determined under 
Rule L2(c)(i) would be lower than three times the Minimum Contribution, 
the Fund Amount will be deemed to be three times the Minimum 
Contribution (the "Fund Floor'). 

iii On any Determination Date: (a) if the Fund Amount as determined would 
exceed GBP 500,000,000, the Fund Amount will be deemed to be GBP 
500,000,000 unless the Risk Committee of the Clearing House has 
resolved that an Increase in the Fund Amount is warranted, in which case 
the Fund Amount shall be as determined by the Risk Committee; (b) if the 
Fund Amount as determined would exceed GBP 1 ,500,000,000, the Fund 
Amount will be deemed to be GBP 1.500,000,000, notwithstanding any 
determination by the Risk Committee, unless an increase has been 
approved by ballot in accordance with Rule L 11 . 

iv In the case of a Default in relation to which the Clearing House does not 
apply Contributions under Rule 26 or Rule 28, determinations of the Fund 
Amount under the methodology of this Rule are suspended from the date 
of the occurrence of a Default until the completion of the management of 
such Default. Where other such Defaults have commenced during the 
period of suspension, the suspension will end at the completion of the 
management of the last of such Defaults. 

In the case of any Default in relation to which the Clearing House applies 
Contributions under Rule 26 or Rule 28, determinations of the Fund Amount 
under the methodology of this Rule are suspended from the date of the 
occurrence of a Default until the expiry of the Cooling Off Period under Rule 
L?. Where other such Defaults have commenced during the period of 
suspension, the suspension will end at the expiry of the Cooling Off Period 
following the Default Management Completion Notice In respect of the last of 
those Defaults. 

LJ. Contributions to Fund 

(a) The amount of each Member's Contribution shall be determined by the 
Clearing House on each Determination Date on the basis of information 
available as at close of business on the immediately preceding business day 
and notified to such Member as soon as practicable after such determination 
in accordance with the Procedures. However, determinations of Contributions 
under the methodology of this Rule are suspended after the occurrence of a 
Default in accordance with Rule L2(c)(v). 
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(b) A Member's Contribution shall be determined with reference to business 
conducted by it on the Specified Markets In Contracts as follows: 

the Member's "End of Day Margin Weighf' shall be calculated by 
dividing the average daily FeEJt-~iremefll reF-Initial margin requ jrem.ent at the 
end of each day (as calculated under the Procedures or other 
arrangements applicable) which has applied to the Member during the 
Reference Period in respect of all Contracts by the total of such average 
daily requirements applied to all Members other than defaulters; 

ii the Member's "Peak Intra-Day Margin Weight' shall be calculated by 
dividing the average maximum intra-day FeEt~if€ffienl- fer initial margin 
requirement arising at any point during each day during the Reference 
Period (as calculated under the Procedures or other arrangements 
applicable) which has applied to the Member in respect of all Contracts by 
the total of such average maximum intra-day requirements applied to all 
Members other than defaulters; 

iii the Member's "Weight Factot' shall be calculated by adding one-half of 
its End of Day Margin Weight to one-half of its Peak Intra-Day Margin 
Weight, 

and the Member's Contribution shall be the amount arrived at by multiplying 
the Fund Amount by the Member's Weight Factor, provided that (x) if the 
amount calculated for a particular Member pursuant to the foregoing would, 
when aggregated with the Contributions of all other Members, produce a 
Fund Amount that is in excess of that permitted under Rule L2(c)(iii), then 
such excess amount, as calculated by the Clearing House, shall be iteratively 
notionally allocated to such Member pro rata to its Contribution as originally 
calculated and such proportionate excess shall be deducted from the amount 
originally calculated and the Member's Contribution shall be adjusted 
accordingly; and provided further that (y) in no case shall a Member's 
Contribution be less than the Minimum Contribution (notwithstanding that the 
Fund Amount may, taking into account all Contributions as adjusted in 
accordance with the provisos to this paragraph, exceed the level specified in 
Rule L2(c)(iii)). 

For the purposes of these calculations: 

iv "Reference Period' means the period of three calendar months 
immediately before the Determination Date; 

v references to "Members" do not Include references to defaulters (apart 
from any defaulter in respect of which the Clearing House permits the 
application of this Rule) or persons which were formerly Members but are 
not Members on the date on which the relevant calculation is made; 

vi Contributions shall be rounded upwards, if not already such a multiple, to 
the next integral multiple of one thousand pounds; and 

vii no account shall be taken, in calculating 1bg,.initial margin..r.e,gulremenf or 
Margin Weight under this Rule L3(b) of any offsets in the initial margin 
required for Contracts from a Member which may otherwise be 
permissible under the Procedures or other arrangements applicable. 
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(c) Without prejudice to any other requirements which the Clearing House may 
impose, the amount of the Contribution of a New Member shall be the sum of: 

the Minimum Contribution; and 

ii any supplementary sum determined by the Clearing House in its 
discretion and notified to the New Member. The Clearing House shall 
determine the amount of such supplementary sum by reference to the 
actual or expected level of clearing activity of the New Member. 

(d) Except to the extent that one or other of the caps specified In Rule L2(c)(iii) 
would be exceeded, the Clearing House may recalculate the Contributions 
due from certain Members on any business day other than one falling 
between the application of a Contribution and the end of the Cooling Off 
Period, as set out at Rule L7, in the following circumstances: 

if the Combined Loss Value determined under Rule L2(b) on that day 
deviates by more than 25% upwards or downwards from the Combined 
Loss Value on which the previous Contribution determination was based, 
on such business day, the Clearing House shall be entitled to make an 
adjustment upwards or downwards to the Fund Amount commensurate 
with the deviation; 

H where the Risk Committee considers (for any reason) that a recalculation 
is warranted between Determination Dates. 

L4. Interest on Contributions 

On each day interest shall accrue on the amount of each Contribution then held by 
the Clearing House, to the extent that it has not been applied under Rule 26 or Rule 
28, at such rate and In such manner as provided by the Procedures, provided that 
the rate of interest for any particular day shall be based on a market-recognised 
benchmark rate plus or minus a spread. Such rate and such spread shall be 
determined, in light of market conditions at such time, by the Clearing House from 
time to time and notified by the Clearing House to Members. Interest on 
Contributions shall be payable in arrears and shall be paid on the date or dates 
specified by the Procedures. Any interest which has accrued under this Rule shall not 
be regarded as part of a Contribution. 

LS. Payment of Contributions 

(a) Upon determination of the amount of a Contribution on a Determination Date: 

If the amount of the Contribution of a Member at close of business on the 
business day immediately before the Determination Date exceeds the 
amount of the Member's Contribution as determined on the Determination 
Date, the excess shall be paid by the Clearing House to the Member in 
accordance with the procedures; 

ii If the amount of the Contribution of a Member at close of business on the 
business day immediately before the Determination Date is the same as 
the amount of the Member's Contribution as determined on the 
Determination Date, no sum shall then be payable by or to the Member in 
respect of its Contribution; and 
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iii if the amount of the Contribution of a Member at close of business on the 
business day immediately before the Determination Date is less than the 
amount of the Member's Contribution as determined on the Determination 
Date, the shortfall shall be paid by the Member to the Clearing House in 
accordance witr the Procedures. 

(b) The provisions of this Rule do not apply to a Member which is a defaulter, 
unless the Clearing House so requires In any particular case. 

LG. Unfunded Contributions 

(a) On any business day after the occurrence of a Default, if the Clearing House 
determines that by reason of reduction in accordance with Rule L7, (i) the 
Fund Amount (minus any Contribution of the defaulter) has been reduced by 
at least 25%, or (ii) by the time of issue of a Default Management Completion 
Notice in relation to that Default the Fund Amount will have been so reduced, 
the Clearing House may, by notice In writing (each an "Unfunded 
Contribution Notice"), require each Non-Defaulting Clearing Member to 
deposit and maintain an amount (each an "Unfunded Contribution") in 
accordance with this Rule. 

(b) Unfunded Contributions will only be payable in circumstances where the 
relevant Unfunded Contribution Notice is delivered by the Clearing House to 
Members before a Default Management Completion Notice in relation to the 
relevant Default. 

(c) The amount of an Unfunded Contribution payable by a Member in respect of 
a Default shall be payable pro rata by reference to the proportion which that 
Member's Contribution bears to the aggregate of Contributions of all Non
Defaulting Clearing Members, and shall not exceed the value of the 
Contribution of that Member as calculated on the last Determination Date 
prior to the date when the relevant Default occurred. 

(d) Following the payment of an Unfunded Contribution in accordance with Rule 
L6(a), (b) and (c), the Clearing House may, by the delivery of one or more 
further Unfunded Contribution Notices, require each Non-Defaulting Clearing 
Member to pay one or more further Unfunded Contributions in respect of the 
same Default, provided that the total value of the Unfunded Contributions 
payable by any Member in respect of a particular Default may not exceed the 
value of the Contribution of such Member as calculated on the last 
Determination Date prior to the date when the relevant Default occurred. 

(e) Following a Default In respect of which Unfunded Contributions were paid (the 
"First Default''), the Clearing House may require the payment of further 
Unfunded Contributions in respect of subsequent DefaUlts, (which, for the 
avoidance of doubt, can never be a First Default), provided that Unfunded 
Contributions will not be payable in respect of any more than three Defaults in 
any six month period (commencing on the date of delivery of the first 
Unfunded Contribution Notice in respect of the First Default). 

(f) Members shall deposit the full amount of each Unfunded Contribution (without 
exercising any rights of set-off or counterclaim) with the Clearing House on 
the business day following receipt of an Unfunded Contribution Notice. 

552 



Default Fund Rules November 2013 

For the avoidance of doubt, references to 11Members" for the purposes of this Rule 
include any Member (other than a defaulter) who is: (i) a Retiring Member but whose 
status as a Member has not yet been terminated; and (ii) a Resigning Member whose 
resignation from the Service is not yet effective. 

L7. Cooling Off and Replenishment of Fund 

(a) This Rule applies vmere, after a Default, the Clearing House has applied part 
or all of a Contribution under Rule 26 or Rule 28. Upon such application the 
Fund Amount shall be reduced forthwith by the aggregate amount of the 
Contributions or parts of Contributions so applied, and (subject to the 
following provisions of this Rule) the amount of the Contribution that each 
Member must maintain with the Clearing House shall be reduced by the 
amount of its Contribution which has been applied pursuant to Rule 28, In 
each case until the next Determination Date. Unless and until 'the Clearing 
House has repaid a defaulter's Contribution, the Fund Amount shall be 
treated as having been reduced by the amount of the defaulter's Contribution 
(if any) regardless of whether the Clearing House has applied part or all of 
that Contribution under Rule 26. 

(b) If following the issuance of a notice to the effect that it has completed the 
management of a Default (a "Default Management Completion Notice") the 
aggregate amount of Fund Amount determined in accordance with paragraph 
(a} of this Rule L7 is tess than the Fund Floor, the Clearing House may notify 
each Non-Defaulting Clearing Member that it is required to make a 
supplementary Contribution until the next Determination Date, based on the 
proportion that the value of its Contribution as at the last Determination Date 
prior to the date when the relevant Default occurred bears to the value of the 
aggregate Contributions of all Non-Defaulting Clearing Members as at such 
date, so as to maintain the Fund Amount at no less than the Fund Floor. 
Supplementary Contributions required hereunder shall be paid within two 
business days after notification and in accordance with the Procedures. 

(c) For a further period (a "Cooling Off Period') of 30 calendar days from (and 
including) any day on which the Clearing House has issued a Default 
Management Completion Notice after an application pursuant to Rule 26 or 
Rule 28, calculation of the Fund Amount and the Contributions of Members in 
accordance wlth Rule L3 shall be suspended. 

(d) Each Member's Contribution during a Cooling Off Period shall be no less than 
the Minimum Contribution. 

(e) Notwithstanding Rule 33, if a Member which is not a defaulter notifies the 
Clearing House within two business days after the issue of a Default 
Management Completion Notice that it wishes to resign from the Service: 
assuming all other requirements for termination of its membership have been 
satisfied by the end of the Cooling Off Period, such Member shall cease to be 
treated as a Member for the purpose of Rule L3 on the next Determination 
Date, and its Contribution shall (unless utilised in the interim in accordance 
with Rule 28) be repaid by the Clearing House following that Determination 
Date in accordance with the Procedures. A Member which has notified its 
wish to resign remains liable under Rule LB until the effective date of its 
resignation. 
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(f) The first business day after a Cooling Off Period shall exceptionally be a 
Determination Date; and the Fund Amount determined on such exceptional 
Determination Date shall remain in effect until the first business day of the 
next calendar month. 

(g) There may not be more than three exceptional Determination Dates of the 
type described in (f) above in any period of six months. 

LS. Loss Allocation 

(a) At any time after a Default, the Clearing House may determine that the 
Excess Loss resulting from the Default will exceed the resources available to 
be applied to it under Rule 16(a) to (g). If the Clearing House makes such a 
determination then the Clearing House may implement the process (the 
"Loss Distribution Process") described in this Rule L8 In order to mitigate 
the LCH Uncovered Loss. For these purposes, the difference between the 
Excess Loss as determined by the Clearing House on that day and such 
resources remaining available on that day shall be the "LCH Uncovered 
Loss". 

(b) Definitions 

In this Rule L8, the following definitions apply: 

"Loss Distribution Day" means any business day in a Loss Distribution 
Period on which the Clearing House, prior to calling for G&Vt.l.f:Collateral in 
respect of margin_Qbl[gations in accordance with the provisions of the 
Procedures on such business day, determines that the LCH Uncovered Loss 
for that business day Is greater than zero. 

''Loss Distribution Period' means the period from, but excluding, the day on 
which a Default occurs with respect to a Member to the business day on 
which all Loss Distribution Charges in respect of such Default have been paid 
in full. 

(c) Loss Distribution Charges 

On each Loss Distribution Day, each Non-Defaulting Clearing Member 
shall pay to the Clearing House a "Loss Distribution Charge" which is 
equal to the product of (x) the LCH Uncovered Loss in respect of that 
Loss Distribution Day and (y) the proportion which that Member's 
Contribution bears to the aggregate of the Contributions of all Non
Defaulting Clearing Members, provided that the cumulative total of all 
such Loss Distribution Charges that a Non-Defaulting Clearing Member is 
required to pay in respect of all Loss Distribution Days relating to that 
Default shall not be greater than the Loss Distribution Cap Amount in 
respect of that Non-Defaulting Clearing Member, and provided such Loss 
Distribution Charge shall also include any liquidity amounts. For this 
purpose, "Loss Distribution Cap Amount ' means an amount equal to 
the Contribution of such Member as calculated at the last Determination 
Date (disregarding any Determination Date arising after the Default 
occurred) . For the purposes of this Rule L8, "liquidity amounts" means 
the gross amount paid or payable for borrowed or purchased assets 
solely to enable the physical settlement of Contracts. 
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ii Any Loss Distribution Charge shall be paid by the Member to the Clearing 
House in accoroance with the Procedures. 

(d) Application of Loss Distribution Charges 

Apart from liquidity amounts used to effect physical settlement in accordance 
with Rule L8(c)(i), the Clearing House shall apply all other payments it 
receives in respect of Loss Distribution Charges solely for the purposes of 
meeting any loss incurred by the Clearing House in relation to the defaulter's 
Contracts. 

{e) No Rebate 

Subject to Rule LB(e)(ii). Rule L9 and Rule L 10(c), the payment to the 
Clearing House by any Member of any Loss Distribution Charge shall be 
final and shall not give rise to any obligation of the Clearing House to 
repay any such amount or to pay any interest thereon. 

ii Following the issuance of a Default Management Completion Notice. 
surplus amounts of Loss Distribution Charges comprising liquidity 
amounts for physical settlement shall, in the case of a Retiring Member or 
a Resigning Member, be returned to such Member, and, in the case of 
other Members, be set off against a Members Contribution (provided any 
surplus liquidity amounts In excess of the Contribution shall be returned to 
such Member), in both cases, pro rata by reference to the proportion 
which the Loss Distribution Charge paid by the relevant Member bears to 
the aggregate of Loss Distribution Charges paid by all Non-Defaulting 
Clearing Members. 

(f) Ballot 

If on a Loss Distribution Day, the LCH Uncovered Loss exceeds the 
aggregate amount of Loss Distribution Charges which the Clearing House 
may be entitled to receive under paragraph (c), the Clearing House may 
seek approval of Non-Defaulting Clearing Members for a proposal to 
increase the Loss Distribution Cap Amount for the purposes of the 
relevant Default to an amount beyond that specified in paragraph (c). 
Approval shall only be treated as given if, in a ballot: (i) at least 95% by 
number (rounding fractions upwards to the next 5%) of Members eligible 
to vote have voted, and no Member which has voted has voted against 
the proposal; or (ii) in the event that there are more than two but fewer 
than 20 Members, no more than one Member eligible to vote has voted 
against the proposal. 

L9. Application of Recoveries 

(a) The Clearing House will apply any recovery, first to the reimbursement of 
payers of Loss Distribution Charges, and then to reimburse any Members or 
other persons to whom recourse has been made under Rule 16(d) to (g), but 
in reverse order to that in which they appear in Rule 16. In relation to payers 
of Loss Distribution Charges, any partial recovery will be distributed pro rata 
to the aggregate payments made by those payers. For the purposes of this 
Rule, a recovery comprises: 
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any amounts received from the defaulter as a result of the Clearing House 
being a creditor of the defaulter in respect of the Business of such 
defaulter in the context of the occurrence of any of the events under Rule 
5(i) to (p) In respect of the defaulter or otherwise, other than in respect of 
sums due to the Clearing House for its own account; or 

ii any other amounts howsoever obtained or recovered in the course of the 
management of the Default or which are otherwise referable to the Default 
or the defaulter, 

in each case net of any related expenses incurred by the Clearing House or 
other sums owing to the Clearing House by the defaulter in connection with 
the Service. 

(b) Nothing in this Rule L9 shall oblige the Clearing House to pursue any litigation 
or take other action in order to recover the amounts contemplated hereby. 

(c) If a Contribution made by a defaulter to another default fund of the Clearing 
House has been applied to losses in respect of Contracts registered to an 
account of the defaulter, any amounts recovered shall be applied par! passu 
as between the relevant default funds. 

L 10. Service Closure 

(a) Where, after the Default of one or more Members, the Clearing House 
determines that, notwithstanding the availability of any resources remaining 
under Rule 16(a) to (g) and the availability of the Loss Distribution Process 
under Rule LB, the Clearing House does not have sufficient resources to meet 
its obligations and liabilities arising in respect of Contracts to which it is party 
with Non-Defaulting Clearing Members, the Clearing House shall make a 
further determination (an "Insufficient Resources Determination") that the 
Clearing House does not have sufficient available resources under Rule 16(a) 
to (g) and via the Loss Distribution Process under Rule L8 to meet its 
obligations and liabilities arising in respect of those Contracts to which it is 
party with Non-Defaulting Clearing Members, and the provisions of this Rule 
shall have effect. 

(b) All outstanding Contracts shall be closed out as of the business day following 
the date of the Insufficient Resources Determination and any further 
obligations to make any payments under or in respect of such Contracts shall 
cease. The closing prices used shall be prices calculated by the Clearing 
House fn accordance with the methodology used by it to carry out end of day 
margin runs in respect of the outstanding Contracts. Where such data is not 
available to the Clearing House, the closing price shall be the last price used 
by the Clearing House to calculate the variation margin requirement for the 
position to be closed out. 

(c) On the basis of the close out values established for each outstanding 
Contract, an account shall be taken (as at the time of close out) of what is 
due, in respect of each Member, from that Member to the Clearing House and 
from the Clearing House to that Member, as well as all other amounts owing 
under or in respect of such Contracts and any other amounts that may be due 
in respect of the Service (including for these purposes, a proportionate share 
of any amounts owed generally to or from the Clearing House), and the sums 
due from the Member shall be set off against the sums due from the Clearing 
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House and only the balance of the account shall be payable. Amounts due ln 
respect of such Contracts shall include, but not be limited to, returns of cash 
Coll§teral held lzy the ClearingJ:Jouse in resp_ect of the MembeCs_variation 
margin ~ssesiateEI-4heFaw4fl:lobligations and returns of Loss Distribution 
Charges, but shall exclude the repayment of any cash Collateral held by the 
Clearing House in reSQ§Ct of the Member's initial margin qg!igations or any 
Contributions. 

To the extent that the aggregate of all of the amounts owed to the Clearing 
House by Members plus all of those other resources applicable to the Service 
under Rule 16(a) to (g) that have not been applied towards an Excess Loss is 
less than the aggregate of the amounts owed to Members by the Clearing 
House, each amount owed to Members by the Clearing House shall be 
reduced pro rata the shortfall. 

(d) The Clearing House shall determine any amounts due to each Member in 
respect of cash Collateral held by the Fet3aYH"'~oot Clearing House In respect of 
tifW-Gasl-t~ initial margin obligations of the Member and outstanding 
Contributions to be repaid. The claim of each such Member in respect loQf the 
foregoing shall be limited to a pro rata share of the assets available to the 
Clearing House to satisfy those amounts. 

(e) For each Member, the amount due to it or due from it as determined pursuant 
to (c) above shall be aggregated with its claim determined pursuant to (d) 
above and only the net sum shall be payable. Where the result of such 
calculations is that a Member owes an amount to the Clearing House, that 
Member shall pay that amount to the Clearing House immediately. Where the 
result of such calculations is that a Member is owed an amount by the 
Clearing House, the Clearing House shall pay that amount to the Member 
immediately, subject to (g) below. 

(f) The payment of such amount to a Member pursuant to (e) above, subject to 
any re~calculations performed pursuant to (g) below, shall constitute the full 
and final payment in respect of the Service and such Member shall not be 
permitted to make any further claims on the Clearing House in respect of 
amounts relating to the Service nor shall it be permitted to notify the Clearing 
House of a Termination Date pursuant to Regulation 39A for a failure to pay 
any amounts in relation to the Service. 

(g) The Clearing House may make the payments due under (e) above In one or 
more instalments to the Members in proportion to the value of their claims on 
the Clearing House under (c) above if some but not all of the amounts due 
under (e) above or Rule 16(a) to 16(g) have not yet been received. The 
Clearing House shall take reasonable steps to recover such amounts and 
may deduct therefrom reasonable administration costs for such recovery. To 
the extent that the Clearing House determines that any such amounts will not 
in fact be recoverable, it shall re~determine the amounts due to Members in 
accordance with this Rule. 

(h) This Rule shall not be applied in the event that a Termination Date has been 
specified In relation to the Clearing House in accordance with Regulation 39A. 

(i) Nothing in the foregoing shall override the obligation of the Clearing House to 
return non~cas.b Collateral transferre._djo it in resp_e_m_Qfjnitial margin ~rewll¥1 
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ey--way-et-seGtt-r~ty-te-a-Met:f.ltJe-lc__pursuant to iWtb.e Regulations and 
Procedures. 

L 11. Ballot Arrangements 

(a) No proposal for any of the amendments set out in paragraphs (i) , (ii), (iii) or 
(iv) below (each a "Listed Interest Rate Default Fund Amendment') shall 
be capable of coming into effect unless first approved in a ballot of Members: 

any amendment providing for a change in the nature of the liabilities for 
which a Member's indemnity is given in respect of Listed Interest Rate 
Business by Virtue of Rule 28; 

ii any amendment which, in the opinion of the Board of Directors of the 
Clearing House would represent a significant change in the commitments 
of the Listed Interest Rate Clearing Members but not in the commitments 
of any other Members; 

iii any increase In the maximum size of the Fund Amount for the purposes of 
Rule L2 beyond GBP 1,500,000,000 (or such other level as has been 
approved tn a ballot); and 

iv any amendment to the amount of the Minimum Contribution or the 
definition of the Fund Floor 

(b) For the purposes of a ballot conducted pursuant to this Rule, the provisions of 
clauses 9.4, 9.6 and 9. 7 of the Clearing Membership Agreement shall apply 
with the following amendments: 

the words ''major amendment to the Default Fund Rules" in the first Hne of 
clause 9.4 of the Clearing Membership Agreement shall be read as 
"Listed Interest Rate Default Fund Amendment", 

ii all references to "Clearing Members" shall be read as references to 
11Listed Interest Rate Clearing Members"; 

iii in paragraph (c) of clause 9.4 of the Clearing Membersllip Agreement. the 
reference to "Quarter Day" shall be replaced with a reference to 
Determination Date, as such term is used in the Listed Interest Rate 
Default Fund Supplement to the Default Fund Rules; 

iv references to "Contributions" and "Fund Amount" shall be read in 
accordance with the Listed Interest Rate Default Fund Supplement to the 
Default Fund Rules; and 

v the reference to "clause 9.4" in clause 9.6 of the Clearing Membership 
Agreement shall be construed accordingly. 
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LCH.CLEARNET LIMITED 

The Financial Services and Markets Act 2000 (Recognition Requirements for 

Investment Exchanges and Clearing Houses) Regufatlons 2001, Part IV 

DEFAULT RULES 

1. Save where expressly stated to the contrary these Default Rules ('jRules") have 
effect with regard to the provision of clearing services for all markets cleared by the 
Clearing House. 

2. (a) Words and expressions defined in the Clearing House's Rulebook shall have 
the same meanings in these Rules, save that in relation to the provision of 
clearing services by an FCM Clearing Member, words and expressions 
defined in the Clearing House's FCM Regulations shall have the same 
meanings in these Rules and such meanings shall prevail over any other 
meaning given to the relevant word or expression in the Clearing House's 
Rule book; 

(b) A reference to a numbered Regulation in these Rules rs a reference to the 
Regulation so numbered in the Regulations section of the Rulebook and a 
reference to a numbered FCM Regulation is a reference to the FCM 
Regulation so numbered in the FCM Regulations. A reference to a numbered 
Rule is a reference to the Rule so numbered in these Rules; 

(c) The expression "relevant office-holder'' in these Rules has the meaning given 
to it by section 189 of the Companies Act 1989 and a reference to the 
defaulter shall include where the context permits a reference to the relevant 
office-holder; and 

(d) A reference to an agreement in these Rules is a reference to that agreement 
as amended, modified or varied from time to time. 

3. In the event of a Clearing Member appearing to the Clearing House to be unable, or 
to be likely to become unable, to meet its obligations in respect of one or more 
Contracts, the Clearing House may (or upon the occurrence of an Automatic Early 
Termination Event, in which case such contracts will automatically terminate, the 
Clearing House will) take such steps listed in Rule 6 as in the circumstances appear 
to it best calculated: 

(a) to discharge all the Clearing Member's rights and liabilities under or in respect 
of all Contracts to which it is party or upon which it Is or may be liable, and 

(b) to complete the process set out in Rule 8. 

Before taking any such step the Clearing House shall have regard to the interests of 
the members of any market that the Clearing Member may belong to and shall, 
where in the circumstances it is reasonably practicable to do so without prejudice to 
those interests if applicable or the interests of the Clearing House, consult any 
relevant Exchange to whose Exchange Rules open contracts registered in the name 
of the Clearing Member are subject. As soon as practicable after the Clearing House 
has elected to take any such step in relation to a Clearing Member (or in the case of an 
Automatic Early Termination Event1as described In Rule_ 5 below) as soon as 
practicable after the occurrence of such event) the Clearing House shall send to such 
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Clearing Member: (a) a not1ce of such step being taken or notice of the occurrence of 
an Automatic Early Termination Event (a "Default Notice"), and shall publish a copy of 
the Default Notice; and {b) in relation to a defaulter who is a SwapCiear Clearing 
Member, copies of any written notices received from the Individual Segregated 
Account Clearing Client(s) and/or any of the Omnibus Net Segregated Clearing 
Client(s) of that defaulter confirming their instructions for the Clearing House to arrange 
for a transfer or termination, close-out and re-establishment of their open SwapCiear 
Contracts to/with the relevant Back-up SwapCiear Clearing Member(s), provided, 
however, that the Clearing House shall have no liability for any failure to deliver such 
notices. 

4. A Clearing Member (I) in respect of whom the Clearing House has issued a Default 
Notice under Rule 3; or (ii) in respect of whom an Automatic Early Termination Event 
has occurred is in these Rules called a "defaulter". 

5. Without prejudice to the generality of Rule 3, the Clearing House may take any or all 
of the events under paragraphs 5(a) to (q) below to show that a Clearing Member is 
or is likely to become unable to meet its obligations in respect of one or more 
Contracts. Also, the Clearing House may from time to time by publication in a 
circular to Clearing Members specify criteria (including but not limited to the 
jurisdiction of incorporation of a Clearing Member) according to which an event under 
paragraphs 5(i) to (p) below will constitute an Automatic Early Termination Event: 

(a) the Clearing Member fails duly to perform i.t.s__Qbllqations uncteL or is~rwise 
In breach of the Regulations, the FCM Regulations, the Procedures, or any of 
the terms of any agreement, understanding or arrangement with the Clearing 
House or the right of the Clearing Member to receive a transfer or termination, 
close-out and re-establishment of contracts pursuant to a Link has been 
suspended under Participating Exchange Rules, or a Clearing Member is a 
Defaulter (as defined in a Member Link Agreement to which the Clearing 
Member is a party); 

(b) the Clearing Member is in breach of the terms of membership of. or is 
declared to be in default by, or is suspended or expelled from membership of, 
an Exchange, a Participating Exchange or any other recognised, designated 
or overseas investment exchange or clearing house; 

(c) the Clearing Member is in breach of any Exchange Rules, Participating 
Exchange Rules or the rules of any recognised, designated or overseas 
investment exchange or clearing house; 

(d) the Clearing Member is in breach of the terms of membership of, or is refused 
an application for or is suspended or expelled from membership of, a 
Regulatory Body or is in breach of the rules of a Regulatory Body to which it 
Is subject or its authorisation by a Regulatory Body is suspended or 
withdrawn; 

(e) a Regulatory Body takes or threatens to take action against or in respect of 
the Clearlng Member under any statutory provision or process of law; 

(f) the Clearing Member is in default in the payment of any sum whatsoever due 
and payable to the Clearing House: 
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(g) the Clearing Member is in default in making or accepting a tender pursuant to 
Regulation 19 or in performing an open contract subject to tender or a 
delivery contract; 

(h) the Clearing Member fails to pay any sum due and payable, or is otherwise in 
default under the terms of any agreement or threatens to suspend payment or 
to default under the terms of any agreement; 

(i) In respect of the Clearing Member, a bankruptcy petition is presented or 
bankruptcy order made or a voluntary arrangement is approved; 

U) in respect of the Clearing Member, a receiver, manager or administrative 
receiver is appointed or a composition or scheme of arrangement is approved 
by the court; 

(k) an assignment or composition is made by the Clearing Member for the benefit 
of creditors or any of them; 

(I) a petition is presented for the winding up of the Clearing Member; 

(m) an order is made for the winding up of the Clearing Member, or a resolution is 
passed for the winding up of the Clearing Member (save for the purpose of its 
amalgamation or reconstruction); 

(n) in respect of the Clearing Member, a petition is presented or order made for 
the appointment of an administrator; 

(o) the Clearing Member, being a partnership, is dissolved, or being a registered 
company, is dissolved or suffers its name to be struck off the register of 
companies; 

(p) any step analogous to those mentioned in paragraphs (i) to (o) is taken in 
respect of the Clearing Member in any jurisdiction; or 

(q) any distress, execution or other process is levied or enforced or served upon 
or against any property of the Clearing Member. 

6. The steps which may be taken by the Clearing House under Rule 3 in respect of the 
defaulter or otherwise are: 

(a) to register an original contract or an FCM Transaction (as the case may be) in 
the name of the defaulter or to decline to register an original contract or an 
FCM Transaction (as the case may be) in the name of the defaulter or 
otherwise to exercise the Clearing House's discretion with regard to the 
defaulter under Regulation 9(c) or, in the case of an FCM Clearing Member, 
FCM Regulations 30(1) and 40(h); 

(b) to effect a closing-out in respect of an open contract of the defaulter (whether 
by the entering into of a closing-out contract or otherwise) and at the option of 
the Clearing House to settle such contracts or to effect the transfer or 
termination, close-out and cash-settlement of an open contract of the 
defaulter by applying a price determined by the Clearing House in its 
discretion; 
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(c) to settle any open contract of which settlement might have been requested by 
the defaulter pursuant to Regulation 15(e) or 16; 

(d) to invoice a Contract, other than a SwapCiear Contract, an FCM SwapCiear 
Contract, a ForexCiear Contract, an FCM ForexCiear Contract , a RepoCiear 
Contract or a RepoCiear GC Contract (a RepoCiear Contract or RepoCiear 
GC Contract being a ''Fixed Income Contract"), of the defaulter back by way 
of compulsory settlement in accordance with Regulation 28 at a price or 
premium determined under paragraph (d) of that Regulation; 

(e) to sell any security lii~~'losltedtransferred by the defaulter to the Clearing 
~ pursuant to Regulation 12 or, in the case of a defaulter who is an FCM 
Clearing Member, FCM Regulation 9, or any agreement made between the 
defaulter and the Clearing House by public or private sale for account of the 
defaulter without being obliged to obtain the defaulter's consent or any order 
of a court of law, and to appoint any person to execute any document for such 
purpose in the name and on behalf of the defaulter; 

(f) subject to the Procedures, to exercise an option of the defaulter on its behalf 
notwithstanding that such exercise may take place on a day which is not a 
day prescribed for such exercise by any relevant Exchange Rules; 

(g) to transfer an open contract of the defaulter to the account of another 
Clearing Member or to close-out and terminate such open contract and re
establish it with another Clearing Member, being a Clearing Member entitled 
and willing to have such open contract registered in its name or to transfer an 
open contract from the account of another Clearing Member to the account of 
the defaulter for the purposes of closing out an open contract registered in an 
account of the defaulter or for any other reason which the Clearing House 
considers appropriate in the circumstances without requiring the consent of 
any relevant Exchange; 

(h) to take such steps as may be desirable, including crediting or debiting of 
accounts (including margin accounts) , entry into new contracts, transfer of 
existing contracts, reversal of contracts, or termination, close-out and re
establishment of contracts, or any other step, to preserve as far as possible 
the position of any client of the Clearing Member. Where an opeh contract is 
transferred or closed-out, terminated, and re-established under paragraph (g), 
without requiring the consent of the relevant Exchange, to transfer (whether 
by way of transfer or by way of termination, close-out and re-establishment of 
positions) to the Clearing Member to whom the open contract is transferred 
(or with whom the replacement open contract is re-established) such 
ooveFCollateral held as--6eWFit-y--k>fb.'t.Jhe Cle.arjng_jiouse in resoect of the 
defaulter's margirl obligations-~.GieariAg. Haw.;e on that account as the 
Clearing House may deem appropriate; 

(I) tender or receive a tender in the defaulter's name; 

U) to perform an open contract subject to tender or a delivery contract by either 
delivery of or accepting delivery of the commodity the subject of such contract 
to or from, as the case may be, the defaulter, Its agent or a third party in any 
manner permitted by the terms of the Contract and the Exchange Rules (if 
any); 
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(k) where the defaulter is party to an open contract subject to tender. to declare 
the defaulter's rights and liabilities in respect of performance thereof 
discharged, whereupon the provisions of Rule 7 shall apply to the defaulter in 
respect of the open contract; 

(I) to make or procure the making of one or more contracts, including (withotlt 
limitation) original contracts for the purpose of hedging market risk to which 
the defaulter is exposed, and to register the same in the defaulter's name 
under the Regulations or the FCM Regulations (as the case may be}; 

(m) to make or procure the making of one or more contracts, whether or not in the 
terms of exchange contracts, for the sale, purchase or other disposition of a 
commodity, and to register the same in the defaulter's name under the 
Regulations; 

(n) to designate a currency as a currency of account, and at the defaulter's 
expense to convert any sum payable by or to the defaulter in another 
currency into the currency of account; 

(o} to take any step which in the circumstances is open to the Clearing House 
under any applicable Exchange Rules including, without limitation, to transfer 
(whether by way of transfer or by way of termination, close-out and re
establishment) an open contract of the defaulter to a Participating Exchange 
to be registered at the Participating Exchange in accordance with its rules; 

(p) without prejudice to any other right of the Clearing House under the 
Regulations, to take such action as the Clearing House may deem necessary 
for its protection in the name and at the expense of the defaulter with regard 
to any open contract standing in its name; 

(q) in respect of Contracts standing fn the defaulter's name, to charge to its 
account the amount (or, if the amount is not finally l<nown, the estimated 
amount) of any expenses incurred by the Clearing House with regard to or in 
consequence of the circumstances mentioned in Rule 3 or the steps which 
are or may be taken under this Rule, the Regulations or the FCM Regulations 
(as the case may be) and any expenses incurred with regard thereto under 
Rule 11 and the amount of any tosses, costs or expenses incurred or suffered 
by the Clearing House referred to in paragraph (g) of Regulation 42 and any 
other amounts referred to in such paragraph; 

(r) any other step calculated by the Clearing House to complete the process set 
out in Rule 8; and 

(s) to obtain such advice or assistance, whether legal advice or otherwise, as the 
Clearing House may deem necessary and at the expense of the defaulter for 
any matter arising out of or in connection with the default, 

PROVIDED that: 

(i) in the case of SwapCiear Contracts,~ertaln-stops-wl=tistJ~holl ho-take+l 
13-y_re!ated to SwapCiear Cl§adng_cjj_ent Business. the Clearing House 
s~1a ll be: (A) shall act in accordance with the provisions of Regulation 
528 (which deals amongst other things with certaJn specific 
arrangements procedures and steps for the transfer. termination. 
close-out and re-establishment or the close-out and/or settlement of 
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7. (a) 

such SwapCiear Contracts pursuant to this Rule 6): and (8) may also 
take any of the other step_s set out in this Rule 6 to the extent that they 
do not conflict wlth the steps set out in Regulation 52B: 

(jj) in the case of FCM SwapCiear Contracts related to ECM SwaoCiear 
Client Business. (A) the SwapCiear DMP sb,all be conducted in 
accordance with the provjslons of FCM Regulation 8(0: and (8) the 
Cle.adrla House may tak§..any of the Qther step§ set out in this Rule q 
to the extent that they go not confliG.I with the provisions of FCM 
R~ulatlon am: 

(-t)(i iD in the case of Swa0Ciear Contracts. related to SwapCiear Clearing 
House B..uclne.£5. FCM SwaQ_Ciear Contracts related to FC..M 
SwapCiear House Business and SwapCiear Conttgcts which are 
HcieY.ant Contracts. the Clearing House· (A) shall act in accordance 
with the provisioos..._QL_the SwapCiear DMP Annex to these Default 
Rules, (which deals amongst other things with certain specific 
arrangements, procedures and steQL_{Qr_thEL-QJ~ut and/or 
settlement of such SwapCiear Contracts pursuant to this Rule 6): and 
(B) may also take any of the other steps set out in this Rule 6 to the 
extent that they do not conmct with the steps set out jn the SwapCiear 
DMP Annex to these Default Rules: 

(il)~in the case of ForexCiear Contracts, certain steps which shall be 
taken by the Clearing House shall be set out in the EorexCiear DMP 
Annex to these Default Rules; and 

~·~ij~in the case of Fixed Income Contracts, the steps which shall be taken 
by the Clearing House shall be set out in the RepoCiear DMP Annex 
to these Default Rules. 

Where the Clearing House declares the defaulter's rights and liabilities under 
an open contract subject to tender discharged under Rule 6(k): 

(i) those rights and liabilities and the rights and liabilities of the Clearing 
House under the open contract shall be discharged, and, 

(ii) there shall arise between the defaulter and the Clearing House in 
respect of the open contract an obligation to account, as directed by 
the Clearing House, for a settlement amount determined by the 
relevant Board under this Rule. 

(b) The settlement amount referred to In paragraph (a) shall be an amount which, 
at the request of the Clearing House, the relevant Board determines to 
represent adequate compensation (in the circumstances known to the Board) 
for the discharge of the mutual rights and liabilities of the defaulter and the 
Clearing House under the open contract. The Board's determination shall be 
conclusive. The Clearing House shall direct how the settlement amount is to 
be accounted for between the defaulter and itself. 

(c) Neither the Clearing House nor any relevant Board or Exchange shall have 
any liability whatsoever for anything done or omitted in the determination of a 
settlement amount under this Rule. 
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8. Upon the ENs6Aar-gedetermination of the GefabtHeR;oUt§tandinq rights and liabilities .of 
the defaulter under or in respect of all Contracts to which it is party or upon which iUs 
QLJilay be liable (iJ:Laccordaoc.a...wllb_&!le_6_,...1be . .-S.w.a.pCiear D.M.E...Ann..e&Jhe 
ForexCiear DMP Annex. the RepoCiear DMP Annex and Regulation 52B (~ 
.aoplicableU. the following process shall~st+Sjest-l~AY -oo~lH'a~-evif.ieJ..l-ftl-~tiG--4-S; 
be completed by the Clearing Housed rLorder to determine any net..arnol!Dts which 
remain payable between the defaulter and the ClearlngH~n respect of each 
"kind of account" as described in Rule 1 O.(Q} 

(a) there shall be brought into account all sums payable: 

(i) by or to a defaulter in respect of Contracts (other than FCM Contracts); 
any other sum due under the Regulations; any sum due in respect of 
any breach of the Regulations; (except, if the Clearing House so 
determines at its discretion, any sum payable under a Contract as the 
price for the commodity the subject of such Contract delivered or to be 
delivered to the Clearing House by or on behalf of the defaulter); 
and/or any amount due from the defaulter to the Clearing House in 
respect of any Treasury Contract; 

(ii) by or to a defaulter in respect of FCM Contracts; any other sum due 
under the FCM Regulations; and/or any sum due in respect of any 
breach of the FCM Regulations; 

(b) the sums so payable shall be aggregated or set off so as to produce a net 
sum or as many net sums as required by Rule 1 0; 

(-i)- --it-pay.al:lle--Sy-t4:1e-flefattHe~te-t.t=te-any cash Co_llateral formtng part of 
the Clearing House; Current Collateral Balance in respect of the 
relevant kind of account shall be set off against any Gover-st;,mfi!OCJ to 
t-Re-e;~eoitcash Collateral forming pan of the defaulter's Clearlnq 
Member Current Collateral Balance in respect of the 
tlefaulter'srelevant kind of account-sa--as-10 pmoose->:~-h.Jrther ne~sum 
E>F, and the resulting amount shall be aggregated with aAv-~1el0t l 
9alant,e uf-tl1e-deh1UHC7Fs-assount;-er 

ti ~!£Lil-fx'l)'.al31e--l:.>y-tltle-G iear~l-1@-l:j.€JHSG-Ia-tl'lf.KJe-f.a Hiler, i'fl.aU-be eiQ§feg.ated--wlt I t 
any--sever-standiA§--tO tl1e.-(:;r-eEiil-cuf-t.he-~le-fau l !e(&-ssseYnl , ·Gr s-hall-Be QLset 
off against any-Bef>it-b~4 1ar:~oe--ef-tl1e defattUrn:'s acset~~Has the case may be) 
ggy,. net sum pa~~Rule 8(b) above so as to produce a further net 
sum; 

(d) where an amount is payable by the Clearing House to the defaulter In respect 
of a balance on its Proprietary Account(s), and there are amounts due to the 
Clearing House in respect of any client account with LCH, including any FCM 
Omnibus Clearing Product Client Account with LCH (and any FCM Client 
Segregated Sub-Accounts therein) operated by It, the balance on the 
Proprietary Account(s) may be applied to meet the shortfall on the client 
account(s) with LCH, including any FCM Omnibus Clearing Product Client 
Account with LCH (and any FCM Client Segregated Sub-Accounts therein) in 
any way in which the Clearing House may determine; 
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(e) notwithstanding anything to the contrary in the foregoing, in the case where 
the defaulter is an FCM Clearing Member, a net sum shall be calculated in 
respect of each applicable FCM Client Segregated Sub-Account, and with 
regards to any amount due to the Clearing House from the defaulter in 
respect of net sums attributable to FCM Client Segregated Sub-Accounts 
where there is inadequate severCollateral (on a sub-account by sub-account 
basis) to fully set off such amount payable, the Clearing House shall have 
sole discretion with respect to the allocation of any available FCM Buffer or 
the reallocation of any Applied FCM Buffer in setting off any such amounts 
payable to the Clearing House; 

(f) in the event that the Clearing House elects to close out and liquidate FCM 
SwapCiear Contracts attributable to FCM Clients of the defaulter (in 
accordance with the SwapCiear DMP Annex), the Clearing House shall 
allocate any costs associated with such closing out and liquidation process 
(including hedging costs (including the gains and losses associated with 
hedging transactions) and liquidation/auction costs and losses) among the 
FCM Clients whose positions were liquidated, by allocation to such FCM 
Clients' FCM Client Segregated Sub-Accounts that are held in the defaulter's 
FCM Omnibus SwapCiear Client Account with LCH, in the manner set out in 
Section 2A.15.6 of the FCM Procedures and fn accordance with Part 22 and 
Part 190 of the CFTC Regulations; 

(g) in the event that the Clearing House elects to close out and liquidate FCM 
ForexCiear Contracts attributable to FCM Clients of the defaulter (ln 
accordance with the ForexCiear DMP Annex) , the Clearing House shall 
allocate any costs associated with such closing out and liquidation process 
(including hedging costs (including the gains and losses associated with 
hedging transactions) and liquidation/auction costs and losses) among the 
FCM Clients whose positions were liquidated, by allocation to such FCM 
Clients' FCM Client Segregated Sub-Accounts that are held In the defaulter's 
FCM Omnibus ForexCiear Client Account with LCH, in the manner set out In 
Section 28.23.6 of the FCM Procedures and in accordance with Part 22 and 
Part 190 of the CFTC Regulations; and 

(h) in the event that the Clearing House elects to ·close out and liquidate FCM 
EnCiear Contracts attributable to FCM Clients of the defaulter, the Clearing 
House shall allocate any costs associated with such closing out and 
liquidation process (including hedging costs (including the gains and losses 
associated with hedging transactions) and liquidation/auction costs and 
losses) among the FCM Clients whose positions were liquidated, by allocation 
to such FCM Clients' FCM Client Segregated Sub-Accounts that are held In 
the defaulter's FCM Omnibus EnCiear Client Account with LCH, in the 
manner set out in Section 2C.1.20 of the FCM Procedures and in accordance 
with Part 22 and Part 190 of the CFTC Regulations. 

For the purposes of paragraph (a) of this Rule the Clearing House may assess the 
sum payable by or to the defaulter in respect of any breach of the Regulations or the 
FCM Regulations (as the case may be) in such reasonable manner as It thinks fit; 
provided, that in the case of breaches of the FCM Regulations, the assessment by 
the Clearing House shall not be in violation of the CFTC Regulations (including Part 
22 thereof). 

With respect to any Unallocated Excess deposited in the Unallocated Excess Sub
Account of the defaulter, the Clearing House shall not be permitted to apply any such 
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Unallocated Excess to the obligations of the defaulter to the Clearing House (on 
behalf of the defaulter's FCM Clients or otherwise) or take any such Unallocated 
Excess into account for purposes of determining net sums under this Rule 8, except 
to the extent required by applicable law or directed by the applicable. bankruptcy 
trustee or Regulatory Body in accordance with applicable law. 

9. The sum, or each sum, finally payable by the defaulter to the Clearing House or by 
the Clearing House to the defaulter (including any sums payable to the defaulter for 
the benefit of one or more of its FCM Clients), or the fact that no sum is finally 
payable by either such party to the other, as the case may be upon completion of the 
process set out in Rule 8, shall be forthwith certified by the Clearing House. The 
certificate of the Clearing House under this Rule shall be conclusive as to the 
discharge of the defaulter's rights and liabilities in respect of the Contracts to which It 
relates. The Clearing House shall, as soon as practicable after issuing a Default Notice 
in respect of a Clearing Member, appoint a day on which any net sums certified under 
this Rule to be due to the defaulter are to be paid by the Clearing House. The day so 
appointed may fall before or after the effective date of termination of the defaulter's 
Clearing Membership Agreement but shall not fall on a day before the process 
specified in Rule 8 can be completed. 

9A This Rule 9A pertains to certain treatment of Variation Margin In connection with FCM 
Contracts attributable to FCM Clients of a defaulter (which is an FCM Clearing 
Member). 

(a) Where an FCM Contract held on behalf of an FCM Client is transferred to a 
transferee FCM Clearing Member (In accordance with FCM Regulation 8(t) 
and these Default Rules) for such FCM Client, the Clearing House shall, 
subject to the limitations of Rule 9A(c) below, ensure that an amount equal to 
the net Variation Margin that has accrued in favor of the FCM Client under 
such FCM Contract (including before and after the relevant default) through 
the time such FCM Contract is transferred, but which has not yet been paid 
by the Clearing House, is credited (but not yet paid or transferred to the 
defaulter, the FCM Client or any other person) by the Clearing House on its 
books for the benefit of the relevant FCM Client. Upon the transfer of all 
relevant FCM Contracts of an FCM Client to a transferee FCM Clearing 
Member, the Clearing House shall attribute any amounts (in respect of 
Variation Margin) so credited on the books of the Clearing House to the 
relevant FCM Client Segregated Sub-Account(s) of such FCM Client with the 
applicable transferee FCM Clearing Member; provided that the FCM Client 
has provided instructions, in form and substance reasonably satisfactory to 
the Clearing House, for payment and completed or supplied any agreement, 
form, representation or other Information that the Clearing House may 
reasonably require in its sole discretion. 

(b) Where an FCM Contract held on behalf of an FCM Client is closed out and 
liquidated in accordance with the FCM Rulebook (including the Default Rules 
and Sections 2A.15.6, 28.23.6 and 2C.1.20 of the FCM Procedures, as 
applicable), the Clearing House shall, subject to the limitations of Rule 9A(c) 
below, ensure that an amount equal to the net Variation Margin that has 
accrued in favour of the FCM Client under such FCM Contract (including 
before and after the relevant default) through the time the relevant FCM 
Contract is closed out and liquidated, but which has not yet been paid by the 
Clearing House, js credited (but not yet paid or transferred to the defaulter, 
the FCM Client or any other person) by the Clearing House on its books for 
the benefit of such FCM Client. Following certification pursuant to Rule 9 of 
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the net sum payable in respect of the relevant FCM Client Segregated Sub
Account of such FCM Client in which some or all of the FCM Contracts are 
closed out and liquidated, where (i) such FCM Client is not in default as 
described in Rule 9A(c)(i) below, and (ii) the Clearing House has credited, In 
the aggregate (netting all payments due or payable in respect of such FCM 
Client's Segregated Sub-Account and any Variation Margin accrued but not 
paid in respect of such FCM Client), a positive value (i.e., payable by the 
Clearing House) of accrued but unpaid Variation Margin on Its books for the 
benefit of the FCM Client pursuant to this Rule 9A(b), the Clearing House 
shall, subject to the limitations of Rule 9A(c) below, pay an amount equal to 
any Variation Margin so credited for the benefit of the FCM Client directly to 
such FCM Client; provided, that the FCM Client has provided instructions. in 
form and substance reasonably satisfactory to the Clearing House, for 
payment and completed or supplied any agreement, form, representation or 
other information that the Clearing House may reasonably require in its sole 
discretion. 

(c) Certain Limitations: 

(i) Where an FCM Client has defaulted with respect to its obligations to 
the defaulter, the Clearing House rnay determine, in its sole discretion, 
to make, or to refuse to make, any payments or credits to or on behalf 
of such FCM Client in respect of Variation Margin pursuant to this 
Rule 9A, or may retain such amounts to the extent necessary to offset 
any unsatisfied obligations of such FCM Client to the defaulter or of 
the defaulter to the Clearing House in respect of such FCM Client, or 
any other obligations in respect of FCM Clients of the defaulter to the 
extent permitted by applicable law. 

(ii) For the avoidance of doubt, where FCM Contracts In respect of an 
FCM Client are closed out and liquidated andfor are transferred to a 
Hedged Account, and the gains and losses (including hedging costs 
(including the gains and losses associated with hedging transactions) 
and liquidation/auction costs and losses) that are allocated to such 
FCM Client in connection therewith (pursuant to the FCM Rulebook, 
including Sections 2A.15.6, 28.23.6 and 2C.1 .20 of the FCM 
Procedures and Including Rule 8 of the Default Rules) exceed the 
amount of eever-ttepesit~€1--wlti=ICollateral held by the Clearing House 
on behalf of such FCM Client, the Clearing House shall be permitted 
to set off (in whole or in part, as applicable) any payments or credits in 
respect of Variation Margin owed by the Clearing House in respect of 
such FCM Client under this Rule 9A against any such excess costs. 

(d) Notwithstanding anything to the contrary in the FCM Rulebook, each FCM 
Client of a defaulter is hereby expressly made a third-party beneficiary of the 
provisions of this Rule 9A, solely for purposes of the Clearing House's 
obligations to such FCM Clients under this Rule 9A. 

(a) Where the defaulter has more than one account with the Clearing House, the 
defaulter's accounts shall be combined for the purpose of Rules 8 and 9 as 
follows: 

(i) no account which is an FCM Client Segregated Sub-Account of an 
FCM Client may be combined with any other account, including any 
FCM Client Segregated Sub-Account of another FCM Client, any FCM 

-463-



Default Rules ./t:NWiJP!November 2013 

Omnibus Clearing Product Client Account with LCH or any Proprietary 
Account; provided, that in the event that an FCM Client were to have 
two FCM Client Segregated Sub-Accounts with the same defaulter, 
and both such accounts cleared the same Product, then such FCM 
Client Segregated Sub-Accounts may be combined; 

(ii) no account which is an FCM Omnibus Clearing Product Client 
Account with LCH of the defaulter may be combined with any other 
account, including any other FCM Omnibus Clearing Product Client 
Account with LCH or any Proprietary Account, except as provided in 
paragraph (iii) below; 

(iii) an account which is a Proprietary Account of the defaulter may be 
combined \IIIith any other Proprietary Accounts of the defaulter and (if 
the Clearing House so elects) Treasury Accounts of the defaulter 
(subject to Rule 8(d) and 10(d) of the Default Rules); and 

(lv) an account which is a Treasury Account of the defaulter may only be 
combined \IIIith other Treasury Accounts and (if the Clearing House so 
elects) Proprietary Accounts of the defaulter. 

Notwithstanding the foregoing, in no circumstances may an account which is 
an Individual Segregated Account of the defaulter or an Omnibus Net 
Segregated Account of the defaulter be combined with any other account of 
the defaulter. 

(b) For the purposes of this Rule 10, each Individual Segregated Account of the 
defaulter, each Omnibus Net Segregated Account of the defaulter and the 
FCM Client Segregated Sub-Account(s) of a particular FCM Client within a 
particular FCM Omnibus Clearing Product Client Account with LCH of the 
defaulter shall constitute a separate ''kind of account". Where the defaulter 
has more than one kind of account with the Clearing House, the process set 
out in Rule 8 shall be separately completed in respect of each kind of account. 
In the case of each kind of account of the defaulter which is not an Omnibus 
Net Segregated Account, the sum finally payable in respect of that kind of 
account following completion of the process set out in Rule 8 shall be 
separately certified under Rule 9. In the case of each kind of account of the 
defaulter which is an Omnibus Net Segregated Account, the sum finally 
payable in respect of that kind of account following completion of the process 
set out in Rule 8 will be allocated by the Clearing House (pro rata as it sees fit 
in its sole discretion) between the Omnibus Net Segregated Clearing Clients 
sharing In that Omnibus Net Segregated Account. Each sum so allocated to 
an Omnibus Net Segregated Clearing Client shall be separately certified 
under Rule 9. 

(c) In Rule 8(c) the "defaulter's account" means: 

(I) with regard to a net sum produced by reference to Contracts 
registered in an Individual Segregated Account of the defaulter, that 
Individual Segregated Account; 

(ii) with regard to a net sum produced by reference to Contracts 
registered in an Omnibus Net Segregated Account of the defaulter, 
that Omnibus Net Segregated Account; 
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(iii) with regard to a net sum produced by reference to FCM SwapCiear 
Contracts registered in one or more FCM Client Segregated Sub~ 
Accounts of the defaulter held in the name of one particular FCM 
Client, that FCM Client Segregated Sub-Account, or (if there is more 
than one) all such FCM Client Segregated Sub-Accounts (containing 
FCM SwapCiear Contracts) combined; 

(tv) with regard to a net sum produced by reference to FCM ForexCiear 
Contracts registered in one or more FCM Client Segregated Sub
Accounts of the defaulter held in the name of one particular FCM 
Client, that FCM Client Segregated Sub-Account, or (if there is more 
than one) all such FCM Client Segregated Sub-Accounts (containing 
FCM ForexCiear Contracts) combined; 

(v) with regard to a net sum produced by reference to FCM EnCiear 
Contracts registered in one or more FCM Client Segregated Sub
Accounts of the defaulter held in the name of one particular FCM 
Client, that FCM Client Segregated Sub-Account, or (if there is more 
than one) all such FCM Client Segregated Sub-Accounts (containing 
FCM EnCiear Contracts) combined; 

(vt) with regard to a net sum produced by reference to Contracts 
registered in one or more Proprietary Accounts of the defaulter, that 
Proprietary Account or those Proprietary Accounts combined and (if 
the Clearing House has elected in accordance with Rule 1 O(a)) any 
Treasury Accounts of the defaulter; and 

(vii) with regard to a net sum produced by reference to one or more 
Treasury Accounts of the defaulter, that Treasury Account or those 
Treasury Accounts combined, and (if the Clearing House has elected 
in accordance with Rule 10(a)) Proprietary Accounts. 

(d) Notwithstanding any provision of the Rulebook to the contrary , any loss which 
relates to a Treasury Account may not be treated as a Default Loss (as 
defined in Rule 23(b)), whether or not eoveFCollaterat has been applied in 
respect of such loss. Nothing in this Rule 1 O(d) requires the ClearJng House 
to apply GeverCollateral in respect of any such loss instead of any other 
amount referred to in Rule 8(a), except that the Clearing House may not apply 
Ge.veFCollateraJ in respect of any such loss to the extent that doing so would 
give rise to an Excess Loss (as defined in Rule 15). 

11. Without further authorisation, permission or cooperation from the defaulter, the 
Clearing House may appoint any person to take or assist it in taking any step under 
these Rules or to complete or assist it in completing the process set out In Rule 8. 

12. The Clearing House may co-operate, by the sharing of information and otherwise, 
with any Regulatory Body or relevant Exchange, any relevant office-holder acting in 
relation to the defaulter or its estate and any other authority or body having 
responsibility for, or any Clearing Member having an interest in, any matter arising 
out of or connected with the circumstances mentioned in Rule 3. 

13 In addition to such copy report as it supplies under section 162{3) of the Companies 
Act 1989, the Clearing House shall report to the defaulter, or any relevant office
holder acting in relation to the defaulter or its estate, on steps taken in relation to the 
defaulter under Rule 6. 
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SWAPCLEAR DMP ANNEX 

1. Scope and Interpretation 

1.1 The Clearing House has established a SwapCiear DMP wl1ich will apply to 
SwapCiear Contracts following the Issue of a Default Notice relating to a SwapCiear 
Clearing Member and in respect of which, for the avoidance of doubt, the Clearing 
House will have no recourse to the process of invoicing-back. The fundamental 
principles of the SwapCiear DMP are elaborated to the fullest extent possible in this 
Annex. Where exhaustive detail cannot be laid out in the provisions of this Annex, the 
SwapCiear DMP will be undertaken on the basis of the principles contained herein. 

1.2 The Clearing House has an obligation to ensure the on-going integrity of the 
SwapCiear service and SwapCiear Contracts In the interests of the Non-Defaulting 
SCMs. When a SwapCiear Clearing Member defaults, Non-Defaulting SCMs are 
required to supply impartial expertise through the SwapCiear DMG and to bid for the 
Auction Portfolios of a Defaulting SCM, as laid out in this Annex. In addition, most 
SCMs or their parent companies or subsidiaries or fellow subsidiaries, have direct 
interests in that integrity, notably as contributors to the various default funds of the 
Clearing House. Each SCM shall take all steps and execute all docl.(ments necessary 
or required by the Clearing House to comply with Its obligations as a SCM arising out 
of this SwapCiear DMP Annex. 

1 3 The initial mat=§•RiA~marain requirements in respect of SwapCiear Contracts will be 
such so as to ensure that the acceptance of bids for the Auction Portfolios of a 
Defaulting SCM will recognise risk premiums, and that equivalent premiums will be 
paid by the Clearing House in closing-out large positions in other Contracts traded on 
exchange or A TS-organised markets. 

1.4 In thts Annex: 

"AlP" has the meaning given in Rule 2.4 of this Annex; 

"Auction" means the process of bidding by SwapCiear Clearing Members for an 
Auction Portfolio prescribed by the Clearing House following consultation with the 
SwapCiear DMG from time to time in accordance with Rule 2.3 of this Annex; 

"Auction Currency'' means in relation to an Auction, the currency of an Auction 
Portfolio which is the subject of that Auction; 

"Auction Losses" has the meaning given In Rule 2.5.2 of this Annex; 

"Auction Portfolio" means (i) a Portfolio; or (il) a group of SwapCiear Contracts 
resulting from the splitting of a Portfolio pursuant Rule 2.1 of this Annex including any 
connected hedging trades concluded by the Clearing House through Risk 
Neutralisation; 

"Bankruptcy Code" means the U.S. Bankruptcy Code, as amended; 

"CEA" means the U.S. Commodity Exchange Act, as amended; 

•tcFTC" means the U.S. Commodity Futures Trading Commission; 
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"Currency Participant" means, in respect of a specific SwapCiear currency, a Non
Defaulting SCM who at the time the Clearing House declares a Default has 
SwapCiear Contracts for that SwapCiear currency registered in Its name; 

"Derivatives Clearing Organization" means an organisation designated and 
registered as such by way of United States Code Title 7, Chapter 1, paragraph 7a-1 ; 

"Equal Bid" has the meaning given in Rule 2.3.5 of this Annex; 

"FCM SwapCiear Client Business" means the provision of FCM SwapCiear 
Clearing Services by an FCM Clearing Member to Its FCM Clients; 

11FCM SwapCiear House Business" means the FCM SwapCiear Contracts entered 
into by an FCM Clearing Member for Its own account or for tne account of an Affiliate; 

"Guidance" means guidance, in the form of one or more written notices, issued from 
time to time pursuant to Rule 1.2 of this Annex by or on behalf of the Clearing House 
to SwapCiear Clearing Members, supplementing the detail or conduct of any aspect 
of the SwapCiear DMP; 

""Higher Bid" and "Higher Bidder" have the meanings given in Rule 2.5.3 of this 
Annex; 

"Initial Resources" has the meanlng given in Rule 2.5.2 of this Annex; 

"Losing Currency" has the meaning given in Rule 2.5.4 of this Annex; 

"Losing Currency Original SCM" has the meaning given in Rule 2.5.4 of this Annex; 

"Losing Currency Unfunded SCM" has the meaning given in Rule 2.5. 7 of this 
Annex; 

"Margin Cover" has the meaning given in Rule 16( 1) of the Default Fund Rules; 

"Non-defaulters' Contributions'' means the SwapCiear Contributions made by Non
Defaulting SCMs to the SwapCiear Default Fund; 

"Original Contributions" has the meaning given in Rule 2.5.3 of this Annex; 

"Portfolios" means, in respect of each SwapCiear currency, the SwapCiear 
Contracts in such currency registered in the name of a Defaulting SCM, and, where 
relevant, includes any connected hedging trades concluded by the Clearing House 
through Risk Neutralisation; 

"Potential Unfunded Contributions" has the meaning given in Rule 2.4 .2 of this 
Annex; 

"Recognised Clearing House" mean an organisation which is declared to be a 
recognised clearing house by a recognition order (that is for the time being in force) 
made under section 290(1)(b) of the Financial Services and Markets Act 2000; 

"Relevant Original Contributions" has the meaning given to it in Rule 2.5.3 of this 
Annex; 

"Relevant Unfunded Contributions" has the meaning given to It in Rule 2.5.6 of this 
Annex; 
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"Remaining Original Short Bidder" has the meaning given in Rule 2.5.3 of this 
Annex; 

"Remaining Unfunded Short Bidder" has the meaning given to it in Rule 2.5.6 of 
this Annex; 

"Risk Neutralisation" mea'1s the process of reducing the market risk associated with 
a Defaulting SCM's obligations to the Clearing House under SwapCiear Contracts by 
hedging the exposure prior to the auction process as described in Rule 2.2 of this 
Annex; 

'' Short Bidder" has the meaning given in Rule 2.5.3 of this Annex; 

"SwapCiear Default Management Process Completion Date" means the date 
when the SwapCiear Default Management Process in relation to a Default has been 
completed as determined by the Clearing House in consultation with the SwapCiear 
DMG and notified to all SCMs; 

"SwapCiear DMG" means the advisory Default Management Group established by 
the Clearing House pursuant to the terms of this Annex; 

"SwapCiear DMP or SwapCiear Default Management Process" means the 
processes of the Clearing House outlined in this Annex, as the same may be 
supplemented and/or amended from time to time in accordance with this Annex; and 

"Worst Case Loss" means, in respect of an Auction Portfolio or all of the SwapCiear 
Contracts of a Non-Defaulting SCM denominated in a particular currency, the largest 
loss which could be incurred by the Clearing House in respect of the relevant group 
of SwapCiear Contracts, as determined by the Clearing House using the SwapCiear 
PAIRS margining algorithm based on 1250 historical scenarios (5 years history) and 
a holding period of 5 days. 

1.5 Terms used in this Annex which are not defined herein shall have the meanings 
given to them in the Regulations and in the FCM Regulations. 

2. SwapCiear Clearing House Business and FCM SwapCiear House Business 

The SwapCiear Default Management Process in respect of SwapCiear Clearing 
House Business and FCM SwapCiear House Business shall involve the stages 
described in this Rule 2. 

2.1 Portfolio Splitting 

The Clearing House, in consultation with and the assistance of the SwapCiear DMG, 
shall determine the composition of each Auction Portfolio and shall have the 
discretion to divide a Portfolio into two or more individual Auction Portfolios with the 
aim of facilitating the efficiency of, and reducing the risk associated with, the auction 
process provided for in Rule 2.3 of this Annex. The overriding principle is that the 
Clearing House will structure Auction Portfolios with the intention of ensuring a 
SwapCiear DMP which best protects the resources of the Clearing House, subject to 
compliance with applicable provisions of the CEA and the CFTC Regulations 
regarding segregation of client assets. Therefore, nothing in this Rule 2. 1 shall be 
deemed to Tmply: (a) that the Clearing House is under any obligation to split a 
particular Portfolio of a Defaulting SCM (regardless of the number of SwapCiear 
Contracts that such Portfolio contains); or (b) any particular requirements as to the 
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composition of an Individual Auction Portfolio, except that, subject to overriding risk 
procedures it is broadly anticipated that the parameters of any Auction Portfolio shall 
not be materially different to those set out in the Clearing House's fire drill. 

2.2 Risk Neutralisation 

The Clearing House will, in consultation with and with the assistance of the 
SwapCiear DMG, reduce the market risk associated with a Defaulting SCM's 
obligations to the Clearing House so far as Is reasonably practicable by hedging the 
Clearing House's exposure in open SwapCiear Contracts to which the Defaulting 
SCM is party. All such hedging shall be undertaken by the Clearing House with 
SCMs, on the basis of separate agreements between the Clearing House and each 
such SCM. The aim of Risk Neutralisation is to reduce market exposure to within 
defined tolerance limits expressed as deltas or other measures of market risk and as 
established from time to time by the Clearing House in consultation with the 
SwapCiear DMG or as may reasonably be determined by the Clearing House in 
consultation with the SwapCiear DMG once a Default has been declared under the 
Default Rules. For the avoidance of doubt, Risk Neutralisation may happen prior to, 
concurrently with and/or subsequently to the splitting of a Portfolio pursuant to Rule 
2.1 above. 

2.3 Auction 

2.3.1 Following the completion of Risk Neutralisation, the Clearing House shall 
auction each Auction Portfolio to Non-Defaulting SCMs~ in order to_se.e.k to re. 
establish the positions it had with the Defaulting SCM under the SwapCiear 
Contracts in each Auction Portfolio with Non·Defaultinq SCMs and to seek to 
determine the net value of those SwapCiear Contracts for the puroos~ 
determining the extenLof any losses to the Clearing House wh.i.c.b_am_to_be. 
reduced or borne in the manner provided by Rule 16 (Reduction of Loss~ 
pefault) of the Default Fund Rules or as the case may be, the extent of any 
gains to the Clearing House which the Clearing House must pay to the 
~ The Clearing House, In consultation with the SwapCiear 
DMG, shall prescribe such procedures (in addition to those set out herein) for 
the conduct of the auction process as 1t considers reasonably appropriate 
from time to time. 

2.3.2 The Clearing House shall notify each SCM of all details that may be 
reasonably required in relation to an Auction Portfolio prior to the relevant 
Auction. 

2.3.3 The auction process may take place over a number of days and Auctions of 
different Auction Portfolios may take place at different times. 

2.3.4 SCMs will submit bids to the Clearing House representatives on the 
SwapCiear DMG, who will ensure that the identities of the bidders are not 
revealed to the SCM representatives on the SwapCiear DMG, For the 
avoidance of doubt, an SCM shall be entitled to submit a bid on behalf of one 
or more affiliated SCMs. The SwapCiear DMG will oversee the bidding 
process in a manner which it considers best protects the resources of the 
Clearing House and ensures an orderly process. 

2.3.5 The Clearing House in consultation with the SwapCiear DMG will have full 
discretion in deciding whether or not to accept a particular bid in an Auction 
and, in so deciding, will take into account the relevant factors that determine 
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risk premiums. as ~veil as the range of bids received relative to the amount of 
C_ollateral held by the Clearing House in respect of initial margin-held and, 
subject to their availability, the Clearing House resources as set out In Rule 
16 of the Clearing House's Default Fund Rules. In the event that more than 
one SCM submits a bid of the same value (each an "Equal Bid"), the Clearing 
House will, subject to its discretion to reject all such Equal Bids, select the bid 
which was received first In time. 

2.3.6 In the case of an Auction In which no bid is accepted or received (as the case 
may be}, one or more further Auctions will be held in relation to the relevant 
Auction Portfolio. As soon as practicable following an Auction: 

(a) in the event that a bid was accepted, the Clearing House will notify 
those Currency Participants in the relevant Auction Currency together 
with any other SCMs who participated in the Auction that a bid was 
accepted and shall notify the SCM who submitted the accepted bid 
that Its bid was accepted; 

(b) in the event that no bid was accepted, the Clearing House will notify 
all SCMs of the details of any further Auction. 

2.3. 7 The SCM agrees to use all reasonable efforts to make a bid in an Auction for 
an Auction Portfolio in respect of which such SCM is a Currency Participant. 

2.4 Auction Incentive Pools 

2.4.1 Before commencing the auction process, the Clearing House will calculate an 
auction incentive pool (each an "AlP") for each individual Auction Portfolio for 
the purposes of providing an initial allocation of the resources potentially 
available to it to satisfy any loss incurred in the Auction of each such Auction 
Portfolio, Notwithstanding such initial allocation, any resources utilised by the 
Clearing House will be allocated in accordance with Rule 2.5 below. 

2.4.2 For each AlP, the resources shall be allocated as follows: 

(a) the resources of the Defaulting SCM (in the form of: (i) that part of the 
Margin Cover for the SwapCiear Contracts of the Defaulting SCM 
pursuant to Rule 16(4-g} of the Default Fund Rules and (ii) the 
SwapCiear Contribution made by the Defaulting SCM to the 
SwapCiear Default Fund) available pursuant to Rule 16(~~) of the 
Default Fund Rules at the time of the auction process will be allocated 
to the AlPs based on the proportion that (a) the risk of the relevant 
Auction Portfolio bears to (b) the aggregate of the risks (on an 
absolute basis) for all Auction Portfolios;,)he portion of the Capped 
Amount applied to the SwapCiear Business of the Defaulting SCM 
pursuant to Rule 16(3g) of the Default Fund Rules will be allocated to 
the AlPs based on the proportion that (a) the risk of the relevant 
Auction Portfolio bears to (b) the aggregate of the risks (on an 
absolute basis) for all Auction Portfolios; and 

(b) the Non-defaulters' Contribution of each SCM and the total value of 
the SwapCiear Unfunded Contributions which would be callable but 
have not been called by the Clearing House from the relevant SCM in 
respect of the relevant Default in accordance with Rule S8 of the 
Default Fund Rules (the "Potential Unfunded Contributions") will, 
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subject to Rule 2.4.3 below, be allocated between the AlPs relating to 
the Auction Portfolios in which the relevant SCM is a Currency 
Participant based on the proportion that: (a) the risk of the SwapCiear 
Contracts o( such SCM denominated in the relevant currency bears to 
(b) the aggregate of the amounts calculated in (a) in respect of each 
currency in which the relevant SCM is a Currency Participant. 

2.4.3 Where a Portfolio for a particular Swapclear currency has been split into two 
or more Auction Portfolios, the Non-defaulters' Contributions and Potential 
Unfunded Contributions allocated to the AlP related to the relevant Portfolio 
will be further divided for the purposes of allocation into AlPs relating to the 
relevant Auction Portfolios based on the proportion that (a) the risk of the 
SwapCiear Contracts in each such Auction Portfolio bears to (b) the 
aggregate of the amounts calculated in (a) for each of the Auction Portfolios 
in the relevant currency. 

2.5 Loss Attribution 

2.5.1 Following the completion of all Auctions of all Auction Portfolios of the 
Defaulting SCM, the Clearing House will determine whether losses incur(ed 
by it as a result of such Auctions are such that the Non-defaulters' 
Contributions must be utilised, Where applicable, such losses wlll be 
allocated to Non-defaulters' Contributions in accordance with the loss 
attribution process described in Rules 2.5.2 to 2.5.8 of this Annex. 

2.5.2 For each Auction Portfolio, losses to the Clearing House will be met using the 
resources as set out in Rule 16. In applying those resources, the Clearing 
House will allocate the losses in respect of each Auction Portfolio (the 
"Auction Losses") by reference to the resources allocated to the AlPs 
related to such Auction Portfolios in accordance with Rule 2.4 of this Annex. 
Where there are no Auction Losses in respect of an Auction Portfolio or the 
Auction Losses in respect of an Auction Portfolio do not require the full 
amount of the resources referred to in sub-paragraphs (a) and {b) of Rule 
2.4.2 of this Annex allocated to the AlP related to the relevant Auction 
Portfolio {the "Initial Resources'') to be fully utilised, the relevant surplus 
Initial Resources will be allocated pro rata between those AlPs relating to 
Auction Portfolios in respect of which there are Auction Losses requiring the 
utilisation of resources beyond the Initial Resources available in the relevant 
AlP in accordance with Rule 16(1 ), 16(2) and 16(3) until such time as alllnltial 
Resources have been fully utilised. 

2.5.3 In the case of each Auction for which there are Auction Losses in respect of 
which the Non-defaulters' Contributions must be utilised, those Non
defaulter's Contributions, not including, for these purposes, any part of such 
Non-defaulters' Contributions that reflect any SwapCiear Unfunded 
Contribution deposited with the Clearing House pursuant to the Default In 
respect of which the relevant Auction was held (the "Original Contributions") 
and which have been allocated to the AlP relating to the relevant Auction 
Portfolio (the "Relevant Original Contributions") will be used first in the 
following order: 

(a) The Auction Losses will be attributed to the Relevant Original 
Contributions of those SCMs who are Currency Participants in the 
Auction Currency and who did not bid in the relevant Auction. Auction 
Losses will be attributed to the Relevant Original Contribution of an 

- 459 -



Default Rules JaouaryNoyember 2013 

individual SCM pursuant to this sub-paragraph (i) based upon the 
proportion that: (a) the value of the Relevant Original Contribution of 
such SCM bears to (b) the total value of the Relevant Original 
Contributions of all SCMs who are Currency Participants in the 
Auction Currency and who did not bid In the relevant Auction; 

(b) If and to the extent that there are Auction Losses outstanding after the 
attribution process referred to in sub-paragraph (I) above, those 
Auction Losses will be attributed to the Relevant Original Contributions 
of the Short Bidders. For the purposes of this sub-paragraph (ii) and 
sub-paragraph (ii} of Rule 2.5.6 of this Annex the term "Short Bidder" 
means any SCM who is a Currency Participant in the Auction 
Currency and who submitted an unsuccessful bid in the relevant 
Auction save for any SCM who submitted a higher bid in an Auction 
than the bid accepted by the Clearing House in accordance with Rule 
2.3.4 of this Annex (each such SCM, a "Higher Bidder" and each such 
bid, a "Higher Bid"). 

Auction Losses will be attributed to an individual Short Bidder 
pursuant to this sub-paragraph (ii) based upon the proportion that (a) 
the variance of the bid of such Short Bidder from the winning bid 
(denominated in units of the relevant Auction Currency) bears to (b) 
the sum of the variances of the bids of all Short Bidders from the 
winning bid (denominated in units of the relevant Auction Currency); 

Where the value of the Auction Losses attributed to an individual Short 
Bidder pursuant to this sub-paragraph (ii) is greater than the value of 
the Relevant Original Contribution of such Short Bidder, the relevant 
excess Auction Losses will be attributed to each Short Bidder whose 
Relevant Original Contrlbutioh exceeds the value of the Auction 
Losses which have been attributed to it pursuant to this sub-paragraph 
(ii) (each a "Remaining Original Short Bidder") by (a) calculating the 
amount which is the bid of the relevant Remaining Original Short 
Bidder divided by the sum of the bids of all Remaining Original Short 
Bidders; and (b) multiplying such amount by the value of the relevant 
excess Auction Losses; 

The Clearing House will repeat the loss attribution process described 
in this sub-paragraph (ii) until the first to occur of (a) the Auction 
Losses being fully met; and {b) the Relevant Original Contributions of 
all Short Bidders being fully attributed; and 

(c) If and to the extent that there are Auction Losses outstanding after the 
attribution process referred to in sub-paragraph (ii) above, those 
Auction Losses will be attributed to the Relevant Original Contribution 
of the SCM who submitted the winning bid, together with, where 
applicable, the Relevant Original Contribution of any SCM who 
submitted a bid which is an Equal Bid or a Higher Bid in relation to that 
winning b1d The outstanding Auction Losses will be attributed to the 
Relevant Original Contribution of an individual SCM pursuant to this 
sub-paragraph (iii) based upon the proportion that {a) the value of the 
Relevant Original Contribution of such SCM bears to (b) the total 
value of the Relevant Original Contributions of (i) the SCM who 
submitted the winning bid; (ii) any SCMs who submitted an Equal Bid 
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to such winning bid; and (iii) any SCMs who were Higher Bidders, in 
the relevant Auction. 

If, for an Auction Portfolio, there remain Auction Losses outstanding 
after the attribution process referenced to in sub-paragraph (iii) above, 
and there are AlPs relating to other Auction Portfolios in the same 
Auction Currency in which the Relevant Original Contributions have 
not been fully utilised, the Clearing House shall attribute the remaining 
Auctions Losses amongst such Remaining Original Contributions 
through the attribution process set out in sub-paragraphs (i) to (iii) 
above. 

2.5.4 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2,5.3 above, those Auction Losses will 
be attributed to the Original Contributions of those SCMs who are Currency 
Participants in any other Auction Currency in relation to which Auction Losses 
have arisen to the extent that Non-defaulters' Contributions must be utilised 
(each a "Losing Currency") and whose Original Contributions have not yet 
been fully utilised (each a "Losing Currency Original SCM"). Such 
remaining Auction Losses will be attributed to any remaining Original 
Contribution of each such SCM pursuant to this Rule 2.5.4 based upon the 
proportion that: (a) the risk of all of the SwapCiear Contracts of such SCM 
denominated in each of the Losing Currencies bears to (b) the aggregate of 
the amounts calculated in (a) for all Losing Currency Original SCMs. The 
Clearing House will repeat the loss attribution process described in this Rule 
2.5.4 until the first to occur of (a) the Auction Losses being fully mel; and (b) 
the Original Contributions of all Losing Currency Original SCMs being fully 
attributed. 

2.5.5 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5.4 above, those remaining Auction 
Losses will be allocated to the Original Contributions of each SCM who is not 
a Currency Participant in any of the Losing Currencies based upon the 
proportion that (a) the value of each such Original Contribution bears to (b) 
the aggregate of the amounts calculated in (a) for each of such SCMs. 

2.5.6 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5.5 above, the SwapCiear Unfunded 
Contributions which have been allocated to the AlP relating to the relevant 
Auction Portfolio (the "Relevant Unfunded Contributions") will be used first 
in the following ordar: 

(a) The Auction Losses will be attributed to the Relevant Unfunded 
Contributions of those SCMs who are Currency Participants in the 
Auction Currency and who did not bid in the relevant Auction. Auction 
Losses will be attributed to the Relevant Unfunded Contributions of an 
individual SCM pursuant to this sub-paragraph (i) based upon the 
proportion that: (a) the value of the Relevant Unfunded Contribution of 
such SCM bears to (b) the total value of the Relevant Unfunded 
Contributions of all SCMs who are Currency Participants in the 
Auction Currency and who did not bid in the relevant Auction; 

(b) If and to the extent that there are Auction Losses outstanding after the 
attribution process referred to In sub-paragraph (1) above, those 
Auction Losses will be attributed to the Relevant Unfunded 
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Contributions of the Short Bidders in the relevant Auction. Auction 
Losses will be attributed to an individual Short Bidder pursuant to this 
sub-paragraph (ii) based upon the proportion that (a) the variance of 
the bid of such Short Bidder from the winning bid (denominated in 
units of the relevant Auction Currency) bears to (b) the sum of the 
variances of the bids of all Short Bidders from the winning bid 
(denominated in units of the relevant Auction Currency); 

Where the value of the Auction Losses attributed to an individual Short 
Bidder pursuant to this sub-paragraph (ii) is greate1 than the value of 
the Relevant Unfunded Contribution of such Short Bidder, the relevant 
excess Auction Losses will be attributed to each Short Bidder whose 
Relevant Unfunded Contribution exceeds the value of the Auction 
Losses which have been attributed to it pursuant to this sub-paragraph 
(ii) (each a *Remaining Unfunded Short Bidder") by (a) calculating 
the amount which is the bid of the relevant Remaining Unfunded Short 
Bidder divided by the sum of the bids of all Remaining Unfunded Short 
Bidders; and (b) multiplying such amount by the value of the relevant 
excess Auction Losses; 

The Clearing House will repeat the loss attribution process described 
in this sub-paragraph (ii) until the first to occur of (a) the Auction 
Losses being fully met; and (b) the Relevant Unfunded Contributions 
of all Short Bidders being fully attributed; and 

(c) If and to the extent that there are Auction Losses outstanding after the 
attribution process referred to in sub-paragraph (ii) above, those 
Auction Losses will be attributed to the Relevant Unfunded 
Contribution of the SCM who submitted the winning bid, together with , 
where applicable, the Relevant Unfunded Contribution of any SCM 
who submitted a bid which is an Equal Bid or a Higher Bid in relation 
to that winning bid. The outstanding Auction Losses will be attributed 
to the Relevant Unfunded Contribution of an individual SCM pursuant 
to this sub-paragraph (iii) based upon the proportion that: (a) the value 
of the Relevant Unfunded Contribution of such SCM bears to (b) the 
total value· of the Relevant Unfunded Contributions of (i) the SCM who 
submitted the winning bid; (ii) any SCMs who submitted an Equal Bid 
to such winning bid; and (iii) any SCMs who were Higher Bidders, in 
the relevant Auction. 

If, for an Auction Portfolio, there remain Auction Losses outstanding 
after the attribution process referenced to in sub-paragraph (iii) above, 
and there are AlPs relating to other Auction Portfolios in the same 
Auction Currency in which the Relevant Unfunded Contributions have 
not been fully utilised, the Clearing House shall attribute the remaining 
Auctions Losses amongst such Remaining Unfunded Contributions 
through the attribution process set out in sub-paragraphs (i) to (iii) 
above. 

2.5.7 If and to the extent that there are Auction Losses outstanding following the 
e~ttribution process referred to in Rule 2.5.6 above, those Auctlon Losses will 
be attributed to the SwapCiear Unfunded Contributions of those SCMs who 
are Currency Participants in any other Losing Currency and whose 
SwapCiear Unfunded Contributions have not yet been fully utilised (each a 
"Losing Currency Unfunded SCM"). Such remaining Auction Losses will be 
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attributed to any remaining SwapCiear Unfunded Contributions of each such 
SCM pursuant to this Rule 2.5.7 based upon the proportion that: (a) the risk of 
all of the SwapCiear Contracts of such SCM denominated in each of the 
Losing Currencies bears to (b) the aggregate of the amounts calculated In (a) 
for all Losing Currency Unfunded SCMs. The Clearing House will repeat the 
loss attribution process described in this Rule 2.5. 7 until the f irst to occur of 
(a) the Auction Losses being fully met; and (b) the SwapCiear Unfunded 
Contributions of all Losing Currency Unfunded SCMs being fully attributed. 

2.5,8 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5. 7 above, those remaining Auction 
Losses will be allocated to the SwapCiear Unfunded Contributions of each 
SCM who Is not a Currency Participant in any of the Losing Currencies based 
upon the proportion that (a) the value of each such SwapCiear Unfunded 
Contribution bears to (b) the aggregate of the amounts calculated In (a) for 
each of such SCMs. 

2.6 For the purposes of Rules 2.4 and 2.5 above, all references to the risk associated 
with an Auction Portfolio or with all of the SwapCiear Contracts of a Non-Defaulting 
SCM denominated in a particular currency shall be references to such risk as 
determined by the Clearing House in its sole discretion on the basis of Worst Case 
Loss. 

3. Default Management in respect of SwapCiear Clearing Client Business and 
FCM SwapCiear Client Business 

3.1 The SwapCiear DMP in respect of any contract which is a SwapCiear Contract in 
respect of SwapCiear Clearing Client Business shall involve the stages described in 
Regulation 528. 

3.2 The SwapCI'ear DMP in respect of any contract which is an FCM SwapCiear Contract 
in respect of FCM SwapCiear Client Business shall be conducted in accordance with 
FCM Regulation 8(f). The provisions of Default Rule 9A shall also apply. 

4. Transfer of Cash Flows and Registration of Positions 

4.1 Following the disposal of an Auction Portfolio by way of Auction (and notwithstanding 
that other Auction Portfolios of the DefaUlting SCM may not yet have been auctioned) 
the Clearing House, will, with the co-operation of the SCMs, transfer to the SCM 
whose bid won that Auction Portfolio the rights and obligations, from the Defaulting 
SCM, arising out of the positions which that SCM has successfully bid for under the 
SwapCiear Default Management Process. Such transfer may take place by way of 
registration of new positions with the Clearing House in the name of the relevant 
SCM, or novation of rights and obligations to the relevant SCM. All such registrations 
shall be made in a way that recognises the Collateral transferred to or by the 
Clearing House in respect of variation margin-paia-er-Fesf>ive<~ in relation to the 
SwapCiear Contracts of the Defaulting SCM representing such new positions. 

4.2 In order to effect the transfer of positions, the Clearing House shall prescribe such 
procedures and timetable as it considers reasonably appropriate in the 
circumstances. SCMs will be required to exercise best endeavours to comply with 
such requirements as may be established by the Clearing House, after consultation 
w1th the SwapCiear DMG, to effect the transfer of positions, Including but not limited 
to the payment of any sums due as a result of the winning bid and the 
!:Jf·tMG~Atransfer of G<WefCollateral in an amount required by the Clearing House for 

-463-



Default Rules di1tW8/yNovemb§lL 2013 

initial margin and variation margin obligations in respect of positions which are to be 
registered in their names. The Clearing House agrees that in such procedures it shall 
make provision for set-off by the Clearing House of amounts owed by the Clearing 
House to the SCM as a result of the operation of the SwapCiear DMP against sums 
owed by the SCM to the Clearing House in respect thereof. 

4.3 Where, as a result of an Auction, the Clearing House is required to make a payment 
to a SCM in respect of a winning b1d, the Clearing House shall not be permitted to 
register any position, whether as a new position or as a novation of existing rights 
and obligations, to any such SCM if the Clearing House does not simUltaneously 
credit that SCM with the requisite amount. If any position is so registered without 
such payment, such registration shall be deemed void ab initio and unenforceable 
against the relevant SCM. For the avoidance of doubt, the Clearing House will utilise 
the resources available to it pursuant to Rule 16 of the Default Fund Rules for the 
purposes of making such a payment notwithstanding that other Auction Portfolios of 
the Defaulting SCM may not yet have been auctioned and that the loss attribution 
process provided for by Rule 2.5 of this Annex has not yet occurred. 

5. Information Regarding the SwapCiear DMP 

5.1 Whenever the SwapCiear DMP is implemented by the Clearing House in respect of a 
Defaulting SCM, the Clearing House will, with the assistance of the SwapCiear DMG, 
provide such ongoing information to SCMs as the Clearing House deems reasonably 
appropriate in respect of the progress of the SwapCiear DMP. 

5.2 Nothing in this Rule 5 shall require the Clearing House to disclose information in 
respect of the SwapClear DMP which, in the reasonable opinion of the Clearing 
House, may be subject to obligations of confidentiality, may constitute market 
sensitive data or is, in the Clearing House's reasonable opinion, inappropriate for 
disclosure to SCMs. 

6. Bankruptcy Code and Related Issues 

Notwithstanding any other provision of this Annex In the event of a Default by an 
FCM Clearing Member, the completion of any and all actions, including but (lot 
limited to any transfers or transactions, permitted or required to be taken by the 
Clearing House hereunder shall be subject in all respects to the provisions of the 
Bankruptcy Code, Part 190 and Part 22 of the CFTC Regulations, the Dodd-Frank 
Wall Street Reform and Consumer Protection Act 201 0, and the receipt of any 
approvals required under the Bankruptcy Code or such regulations. 

7. CEA Issues 

Notwithstanding any other provision of this Annex in the event of a Default by an 
FCM Clearing Member, the operation of this Annex shall in all respects be subject to 
applicable provisions of the CEA and CFTC Regulations (including Part 22 thereof) 
regarding the handling, custody, liquidation, transfer and disposition of client 
positions and assets, including but not limited to those provisions requiring 
segregation of client assets and prohibiting application of the assets of non-defaulting 
clients to amounts owed by defaulting clients. 
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8. Miscellaneous 

8.1 Subject to Rules 2.4 and 2.5 of this Annex, the resources available to the Clearing 
House and their order of use are defined in Rule 16 of the Default Fund Rules as 
modified and/or supplemented by the SwapCiear Default Fund Supplement. 

8.2 The Clearing House may from time to time supplement the details of any of the 
stages set out in Rule 2 of this Annex or any other aspects of the SwapCiear DMP, in 
consultation with the SwapCiear DMG, either by way of further Guidance or 
immediately on notice to SCMs on a case-by-case basis where the Clearing House 
deems it appropriate to do so In the circumstances of the Default, provided that the 
Clearing House may not take any such action that effects a material change to the 
terms of this Annex without the written consent of 50% of all SwapCiear Clearing 
Members unless such change is invoked unilaterally against all SCMs and is 
necessary to manage the Clearing House's risk or otherwise to meet the Clearing 
House's continuing regulatory obligations including those applicable to It as a 
Recognised Clearing House and a Derivatives Clearing Organization. The Clearing 
House agrees that, in the ordinary course, it shall discuss any such Guidance with 
the SwapCiear DMG prior to bringing the Guidance into effect except that It shall not 
be required to do so where (i) the Guidance is not material to the rights and 
obligations of the SCMs or (ii) the Clearing House deems It inappropriate to do so in 
the circumstances of the Default and it is not possible to convene the SwapCiear 
DMG in timely fashion. 

8.3 The timetable for implementation of the stages of the SwapCiear Default 
Management Process following Issue of a Default Notice by the Clearing House shall 
be either ( 1) as prescribed by the Clearing House from time to time in consultation 
with the SwapCiear DMG and set out in Guidance; or (2) imposed by the Clearing 
House without prior notice to the SCMs on a case-by-case basis where the Clearing 
House, in consultation with the SwapCiear DMG, deems it appropriate to do so in the 
circumstances of the Default. 

9. Role and Constitution of SwapCiear DMG 

9.1 The SwapCiear DMG shall meet at regular intervals in order to: 

9.1 .1 keep under review the swapCiear DMP, together with any Guidance issued in 
respect thereof; 

9.1.2 keep under review the terms of reference of the SwapCiear DMG to ensure 
they remain appropriate; 

9.1.3 consider appropriate supplements or amendments to the SwapCiear DMP 
and/or Guidance in order to Improve the procedures in place; and 

9.1.4 consider any other business relevant to the SwapCiear DMP which any 
member of the SwapCiear DMG from time to lime sees fit to raise at such 
meetings. 

9.2 The members of the SwapCiear DMG shall also meet within one hour, or as soon as 
reasonably practical, following notification by the Clearing House that a Default 
Notice has been served upon an SCM, and at sufficiently frequent intervals thereafter 
for so long as may be necessary to assist the Clearing House in the Implementation 
of the SwapCiear DMP as contemplated under this Agreement. Such implementation 
shall include, without limitation, the provision of general default management advice 
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with regard to: ( 1) the ongoing obligations of the Clearing House to Its non-defaulting 
members; (2) the neutralisation and closing-out of the individual obligations of the 
Defaulting SCM; and (3) the splitting of Portfolios and the disposal of Auction 
Portfolios in accordance with the SwapCiear DMP. Where it is not possible or 
practicable for the SCM to provide its nominated representative within an appropriate 
timeframe, it shall provide an alternate of suitable experience and expertise to 
participate on the SwapCiear DMG. 

9.3 The SwapCiear DMG shall be made up of the following individuals who, unless 
stated otherwise, shall be appointed by the Clearing House which shall ensure that 
the composition is such as to prov1de effective review of the SwapCiear DMP and 
suitable expertise and representation of market-making capacity in the event of a 
Default: 

9.3. 1 in the event of the issuance of a Default Notice, t11e chief executive or deputy 
chief executive of the Clearing House, who shall act as chairman: 

9.3.2 representatives of at least five SCMs, being senior executives with 
appropriate skills and expertise; 

9.3.3 at least one director (staff member of director grade) of the Clearing House's 
Risk Management department; and 

9.3.4 such other individuals as the SwapCiear DMG considers appropriate from 
time to time in relation to individual meetings. 

9.4 For the purpose of SwapCiear DMG meetings convened to deal with a specific 
Defaulting SCM, the Clearing House rnay, after consultation with the SwapCiear 
DMG, invite the Defaulting SCM to nominate one or more representatives to join the 
SwapCiear DMG to assist it in carrying out its functions in the SwapCiear DMP for 
that Defaulting SCM, and also request representatives from any other SCMs. In the 
event of receiving such request, the SCM shall be obliged to provide its nominated 
representative, or an alternate with appropriate sl<ills, experience and expertise, as If 
the SCM were a member of the SwapCiear DMG. 

9.5 In establishing the SwapCiear DMG, the Clearing House agrees that in the normal 
course of events (not including the Clearing House's declaration of a Default and the 
invocation of the processes as outlined in Rules 2, 3 and 4 of this Annex} it will, as far 
as practicable, and in accordance with the terms of reference of the SwapCiear DMG, 
rotate the membership of the SwapCiear DMG on a regular basis and amongst all 
SCMs. The SCM agrees that, when requested to do so by the Clearing House, rt will 
make available a representative to participate in the SwapCiear DMG. The Clearing 
House shall agree with the SCM the identity of such representative and shall be able 
to request a substitute where it believes the SCM's nominated representative does 
not have the requisite skills or expertise. 

9.6 Each SCM who makes available a representative to serve on the SwapCiear DMG 
agrees, and shall procure that, to the extent applicable, its representative agrees: 

9.6.1 to ensure that such representative will be fully available, at any t!me and for 
such periods of time as the Clearing House may require during the course of 
a Default, to perform his function as a member of the swapCiear DMG 
including attending meetings, considering and advising the Clearing House 
upon aspects of the SwapCiear DMP. The SCM shall ensure that a 
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representative's other work commitments do not affect his availability for this 
purpose; 

9.6.2 to take all steps to respect the confidential capacity in which such a 
representative receives information through the SwapCiear DMG and to 
establish adequate procedures to prevent the disclosure or use for any 
commercial purpose outside the scope of the SwapCiear DMP of any such 
confidential information by the SCM or its representative. Such procedures 
shall normally include, without limitation, the establishment of Chinese walls 
within the SCM; and 

9.6.3 to be bound by and to ensure that it and any of its executives or directors 
serving on the SwapCiear DMG complies with the requirements contained In 
the Procedures or the FCM Procedures (as the case may be) . 

9.7 Each SCM shall accept that: 

9. 7.1 representatives of SCMs serving on the SwapCiear DMG are doing so in 
order to assist the Clearing House in ensuring the on-going integrity of the 
SwapCiear service in the interests of Non-Defaulting SCMs; and 

9.7.2 representatives of SCMs serving on the SwapCiear DMG and their employers 
shall have no liability for any disinterested advice or actions, mandated or 
otherwise, that are undertaken as part of the SwapCiear Default Management 
Process, provided, however, that nothing In this Rule 8. 7.2 shall exclude the 
liability of such representatives and employers for any personal injury or 
death caused by their negligence or for any fraud or wiljful default on the part 
of such representatives and employers. 

9.8 The Clearing House agrees that, in exercising its rights and obligations in coi"Jsulting 
with the SwapCiear DMG pursuant to this Agreement, it will use all reasonable 
commercial endeavours to agree a common position with the SwapCiear DMG, 
provided that nothing in this Rule shall prevent the Clearing House acting in a way 
which it reasonably determines necessary to manage its risk or otherwise meet its 
continuing regulatory obligations Including those applicable to it as a Recognised 
Clearing House and a Derivatives Clearing Organization. 
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FOREXCLEAR DMP ANNEX 

1. Scope and interpretation 

1.1 The Clearing House has established a ForexCiear DMP which will apply to 
ForexCiear Contracts following the issue of a Default Notice relating to a ForexCiear 
Clearing Member and in respect of which, for the avoidance of doubt, the Clearing 
House will have no recourse to the process of invoicing-back. The fundamental 
principles of the ForexCiear DMP are elaborated to the fullest extent possible in this 
Annex. Where exhaustlve detail cannot be laid out in the provisions of this Annex, the 
ForexCiear DMP will be undertaken on the basis of the principles contained herein. 

1.2 The Clearing House has an obligation to ensure the on-going integrity of the 
ForexClear service and ForexCiear Contracts in the interests of the Non-Defaulting 
FXCCMs. When a ForexCiear Clearing Member defaults, Non-Defaulting FXCCMs 
are required to supply impartial expertise through the ForexCiear OMG and to bid for 
the Auction Portfolios of a Defaulting FXCCM, as laid out in this Annex. In addition, 
most FXCCMs or their parent companies or subsidiaries or fellow subsidiaries, have 
direct interests in that integrity, notably as contributors to the various default funds of 
the Clearing House. Each FXCCM shall take all steps and execute all documents 
necessary or required by the Clearing House to comply with Its obligations as a 
FXCCM arising out of this ForexCiear DMP Annex. 

1.3 The initial Ala~iH§marqin requirements in respect of ForexCiear Contracts Will be 
such so as to ensure that the acceptance of bids for the Auction Portfolio of a 
Defaulting FXCCM will recognise risk premiums, and that equivalent premiums will' 
be paid by the Clearing House in closing-out large positions in other Contracts traded 
on exchange or ATS-organised markets. 

1.4 In this Annex: 

''AlP" has the meaning given in Rule 2.4 of this Annex; 

"Auction" means the process of bidding by FXCCMs for an Auction Portfolio, 
prescribed by the Clearing House, following consultation with the ForexCiear DMG 
from time to time In accordance with Rule 2.3 of this Annex; 

"Auction Currency Pair" means in relation to an Auction , the Currency Pair of an 
Auction Portfolio which is the subject of that Auction; 

"Auction Losses" has the meaning given in Rule 2.5.2 of this Annex; 

''Auction Portfolio" means (i) a Portfolio: or (ii) a group of ForexCiear Contracts 
resulting from the splitting of a Portfolio pursuant to Rule 2.1 of this Annex including 
any connected hedging trades concluded by the Clearing House through Risk 
Neutralisation; 

"Bankruptcy Code" means the U.S. Bankruptcy Code, as amended: 

"CEA" means the U.S. Commodity Exchange Act, as amended; 

"CFTC" means the U.S. Commodity Futures Trading Commission; 

"Currency Pair" bears the meaning set out at Part A of the Schedule to the 
ForexCiear Regulations; 
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"Currency Pair Participant" means, in respect of a specific Currency Pair, a Non
defaulting FXCCM who at the time the Clearing House declares a Default has 
ForexCiear Contracts for that Currency Pair registered in its name; 

"Derivatives Clearing Organization" means an organisation designated and 
registered as such by way of United States Code - Title 7, Chapter 1, paragraph 7a-
1' I 

"Equal Bid" has the meaning given fn Rule 2.3.5 of this Annex; 

''FCM ForexCiear Client Business" means the provision of FCM ForexCiear 
Clearing Services by an FCM Clearing Member to its FCM Clients; 

"FCM ForexC iear House Business" means the FCM ForexCiear Contracts entered 
into by an FCM Clearing Member for its own account or for the account of an Affiliate;· 

"ForexCiear Default Management Process" or "ForexCiear DMP" means the 
processes of the Clearing House outlined in this Annex, as the same may be 
supplemented and/or amended from time to time in accordance with this Annex; 

"ForexCiear Default Mana_gement Process Completion Date" means the date 
when the ForexCiear Default Management Process in relation to a Default has been 
completed as determined by the Clearing House in consultation with the ForexCiear 
DMG and notified to all FXCCMs; 

" ForexCiear DMG" means the advisory ForexCiear Default Management Group 
established by the Clearing House pursuant to the terms of this Annex; 

"Guidance" means guidance, in the form of one or more written notices, issued from 
time to time pursuant to Rule 8.2 of this Annex by or on behalf of the Clearing House 
to FXCCMs, supplementing the detail or conduct of any aspect of the ForexCiear 
DMP; 

"Higher Bid" and "Higher Bidder" have the meanings given in Rule 2.5.3 of this 
Annex; 

"lni1ial Resources" has the meaning given in Rule 2.5.2 of this Annex; 

"Losing Currency" has the meaning given in Rule 2.5.4 of this Annex; 

"Losing Currency Original FXCCM" has the meaning given in Rule 2.5.4 of this 
Annex; 

"Losing Currency Unfunded FXCCM" has the meaning given in Rule 2.5.7 of this 
Annex; 

"Margin Cover" has the meaning given ln Rule 16(-t ,g) of the Default Fund Rules; 

"Non-defaulters' Contributions" means the ForexCiear Contributions made by Non
Defaulting FXCCMs to the ForexCiear Default Fund; 

"Original Contributions" has the meaning given In Rule 2.5.3 of this Annex; 

"Portfolio" means, in respect of each Currency Pair, the ForexCiear Contracts in 
such Currency Pair registered in the name of a Defaulting FXCCM, and, Where 
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relevant. includes any connected hedging trades concluded by the Clearing House 
through Risk Neutralisation; 

"Potential Unfunded Contributions" has the meaning given In Rule 2.4.2 of this 
Annex; 

"Recognised Clearing House" mean an organisation Which is declared to be a 
recognised clearing house by a recognition order (that is for the time being in force) 
made under section 290(1)(b) of the Financial Services and Markets Act 2000; 

"Relevant Original Contributions" has the meaning given to it in Rule 2.5.3 of this 
Annex; 

''Relevant Unfunded Contributions" has the meaning given to it in Rule 2.5.6 of this 
Annex; 

"Remaining Original Short Bidder'' has the meaning given In Rule 2.5.3 of this 
Annex; 

"Remaining Unfunded Short Bidder" has the meaning given to it in Rule 2.5.6 of 
this Annex; 

"Risk Neutralisation" means the process of reducing the market risk associated with 
a Defaulting FXCCM's obligations to the Clearing House under ForexCiear Contracts 
by hedging the exposure prior to the auction process as described in Rule 2.2 of this 
Annex; and 

"Short Bidder'' has the meaning given in Rule 2.5.3 of this Annex. 

1.5 Terms used in this Annex which are not defined herein shall have the meanings 
given to them in the General Regulations and in the FCM Regulations. 

2. FOREXCLEAR CLEARING HOUSE BUSINESS AND FCM FOREXCLEAR HOUSE 
BUSINESS 

The ForexCiear Default Management Process in respect of ForexCiear Clearing 
House Business and FCM ForexCiear House Business shall Involve the stages 
described in this Rule 2. 

2.1 Portfolio Splitting 

The Clearing House, in consultation with and the assistance of the ForexCiear DMG, 
shall determine the composition of each Auction Portfolio and shall have the 
discretion to divide a Portfolio into two or more individual Auction Portfolios with the 
aim of facilitating the efficiency of, and reducing the risk associated with, the auction 
process provided for in Rule 2.3 of this Annex. The overriding principle is that the 
Clearing House will structure Auction Portfolios witp the intention of ensuring a 
ForexCiear DMP which best protects the resources of the Clearing House, subject to 
compliance with applicable provisions of the CEA and the CFTC Regulations 
regarding segregation of client assets. Therefore, nothing tn this Rule 2.1 shall be 
deemed to imply: (a) that the Clearing House is under any obligation to split a 
particular Portfolio of a Defaulting FXCCM (regardless of the number of ForexCiear 
Contracts that such Portfolio contains); or (b) any particular requirements as to the 
composition of an individual Auction Portfolio, except that, subject to overriding risk 
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procedures it is broadly anticipated that the parameters of any Auction Portfolio shall 
not be materially different to those set out in the Clearing House's fire drill. 

2.2 Risk Neutralisation 

The Clearing House will, in consultation with and with the assistance of the 
ForexCiear DMG, reduce the market risk associated with a Defaulting FXCCM's 
obligations to the Clearing House so far as is reasonably practicable by hedging the 
Clearing House's exposure in open ForexCiear Contracts to which the Defaulting 
FXCCM is party. Hedging may be undertaken in a number of sessions, but should be 
undertaken as quickly as Is compatible with efficient execution. All such hedging shall 
be undertaken by the Clearing House with FXCCMs, on the basis of separate 
agreements between the Clearing House and each such FXCCM. The aim of Risk 
Neutralisation is to reduce market exposure to within defined tolerance limits 
expressed as deltas or other measures of marl<et ri'sk and as established from time to 
time by the Clearing House in consultation with the ForexCiear DMG or as may 
reasonably be determined by the Clearing House in consultation with the ForexCiear 
DMG once a Default has been declared under the Default Rules. For the avoidance 
of doubt, Risk Neutralisation may happen prior to, concurrently with and/or 
subsequently to the splitting of a Portfolio pursuant to Rule 2.1 above. 

2.3 Auction 

2.3.1 Following the completion of Risk Neutralisation, the Clearing House shall 
calculate the AlP for each Auction Portfolio under Rule 2.4 and then shall 
auction each Auction Portfolio to Non-Defaulting FXCCMsd rulliler to seek to 
re-establish the positions it had with the Oefaultiog FXCCM under the 
ForexCiear Contracts in each Auction Portfolio with Non-Defaulting FXCCMs 
and to seekJo determine thane.L\Lalue of those EorexCiear Contracts for the 
purooses oLd~termining the extent of arw losses to the Clearing House wb.ich 
are to be reduced or borne in the manner provided by Rule 16 !Reduction of 
Losses on Default) of the Default Fund Rules or. as the case may be the 
extent of any gains to the Clearin9-l::fm1se which the Clearinq_HQLtSe must pay 
to the Oefaultinq FXCCM The Clearing House, in consultation with the 
ForexCiear DMG, shall prescribe such procedures (In addition to those set 
out herein) for the conduct of the auction process as It considers reasonably 
appropriate from time to time. 

2.3.2 The Clearing House shall notify each EXCCM of all details that may be 
reasonably required in relation to an Auction Portfolio prior to the relevant 
Auction. 

2.3.3 The auction process may take place over a number of days and Auctions of 
different Auction Portfolios may take place at different times. 

2.3.4 FXCCMs will submit bids to the Clearing House representatives on the 
EorexCiear DMG, who will ensure that the identities of the bidders are not 
revealed to the FXCCM representatives on the EorexCiear DMG. For the 
avoidance of doubt, an FXCCM shall be entitled to submit a bid on behalf of 
one or more affiliated EXCCMs. The EorexCiear DMG will oversee the 
bidding process in a manner which it considers best protects the resources of 
the Clearing House and ensures an orderly process. 

2.3.5 The Clearing House in consultation with the EorexCiear DMG will have full 
discretion in deciding whether or not to accept a particular bid in an Auction 
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and, in so deciding, will take into account the relevant factors that determine 
risk premiums, as well as the range of bids received relative to th§ amount of 
Collateral heldln...r.e.§J?ect of initial margin-~lela and, subject to their availability, 
the Clearing House resources as set out In Rule 16 of the Clearing House's 
Default Fund Rules. In the event that more than one FXCCM submits a bid of 
the same value (each an "Equal Bid"), the Clearing House will, subject to its 
discretion to reject all such Equal Bids, select the bid which was received first 
in time. 

2,3.6 In the case of an Auction in which no bid is accepted or received (as the case 
may be), one or more further Auctions will be held in relation to the relevant 
Auction Portfolio. As soon as practicable following an Auction: 

(a) in the event that a bid was accepted, the Clearing House will notify 
those Currency Pair Participants in the relevant Auction Currency Pair 
together with any other FXCCMs who participated in the Auction that a 
bid was accepted and shall notify the FXCCM who submitted the 
accepted bid that its bid was accepted; 

(b) in the event that no bid was accepted, the Clearing House will notify 
all FXCCMs of the details of any further Auction. 

2.3.7 The FXCCM agrees to use all reasonable efforts to make a bid in an Auction 
for an Auction Portfolio in respect of which such FXCCM is a Currency Pair 
Participant. 

2.4 Auction Incentive Pools 

2.4.1 Before commencing the auction process, the Clearing House will calculate an 
auction incentive pool (each an "AlP") for each individual Auction Portfolio for 
the purposes of providing an initial allocation of the resources potentially 
available to It to satisfy any loss incurred in the Auction of each such Auction 
Portfolio. Notwithstanding such initial allocation, any resources utilised by the 
Clearing House will be allocated in accordance with Rule 2.5 below. 

2.4.2 For each AlP, the resources shall be allocated as follows: 

(a) the resources of the Defaulting FXCCM (in the form of· (i) that part of 
the Margin Cover for the ForexCiear Contracts of the Defaulting 
FXCCM pursuant to Rule 16(-1·s) of the Default Fund Rules and (ii) the 
ForexCiear Contribution made by the Defaulting FXCCM to the 
ForexCiear Default Fund) available pursuant to Rule 16(2.Q) of the 
Default Fund Rules at the time of the auction process will be allocated 
to the AlPs based on the proportion that (a) the risk of the relevant 
Auction Portfolio bears to (b) the aggregate of the risks (on an 
absolute basis) for all Auction Portfolios; 

(b) the portion of the Capped Amount applied to the ForexCiear Business 
of the Defaulting FXCCM pursuant to Rule 16(3~ of the Default Fund 
Rules will be allocated to the AlPs based on the proportion that (a) the 
risk of the relevant Auction Portfolio bears to (b) the aggregate of the 
risks (on an absolute basis) for all Auction Portfolios; and 

(c) the Non-defaulters' Contribution of each FXCCM and the total value of 
the ForexCiear Unfunded Contributions which would be callable but 
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have not been called by the Clearing House from the re!evant FXCCM 
in respect of the relevant Default in accordance with Rule FB of the 
Default Fund Rules (the "Potential Unfunded Contributions") will, 
subject to Rule 2.4.3 below, be allocated between the AlPs relating to 
the Auction Portfolios in which the relevant FXCCM is a Currency Pair 
Participant based on the proportion that: (a) the risk of the ForexCiear 
Contracts of such FXCCM denominated in the Currency Pair bears to 
(b) the aggregate of the amounts calculated in (a) in respect of each 
Currency Pair in which the relevant FXCCM is a Currency Pair 
Participant. 

2.4.3 Where a Portfolio for a particular Currency Pair has been split into two or 
more Auction Portfolios, the Non-defaulters' Contributions and Potential 
Unfunded Contributions allocated to the AlP related to the relevant Portfolio 
wlll be further divided for the purposes of allocation into AlPs relating to the 
relevant Auction Portfolios based on the proportion that (a) the risk of the 
ForexCiear Contracts in each such Auction Portfolio bears to (b) the 
aggregate of the amounts calculated in (a) for each of the Auction Portfolios 
in the relevant Currency Pair. 

2.5 Loss Attribution 

2.5.1 Following the completion of all Auctions of all Auction Portfolios of the 
Defaulting FXCCM, the Clearing House will determine whether losses 
incurred by it as a result of such Auctions are such that the Non-defaulters' 
Contributions must be utilised. Where applicable, such losses will be 
allocated to Non-defaulters' Contributions in accordance with the loss 
attribution process described in Rules 2.5.2 to 2.5.8 below. 

2.5.2 For each Auction Portfolio, losses to the Clearing House will be met using the 
resources as set out in Rule 16 of the Default Fund Rules. In applying those 
resources, the Clearing House will allocate the losses in respect of each 
Auction Portfolio (the "Auction Losses") by reference to the resources 
allocated to the AlPs related to such Auction Portfolios in accordance with 
Rule 2.4. Where there are no Auction Losses in respect of an Auction 
Portfolio or the Auction Losses in respect of an Auction Portfolio do not 
require the full amount of the resources referred to in sub-paragraphs (a) and 
(b) of Rule 2.4.2 allocated to the AlP related to the relevant Auction Portfolio 
(the "Initial Resources") to be fully utilised, the relevant surplus Initial 
Resources will be allocated pro rata between those AlPs relating to Auction 
Portfolios in respect of which there are Auction Losses requiring the utilisation 
of resources beyond the Initial Resources available in the relevant AlP in 
accordance with Rule 16( ~·~). 16(21.2) and 16(3~) of the Default Fund Rules 
until such time as all Initial Resources have been fully utilised. 

2.5.3 In the case of each Auction for which there are Auction Losses in respect of 
which the Non-defaulters' Contributions must be utilised, those Non
defaulter's Contributions, not Including, for these purposes, any part of such 
Non-defaulters' Contributions that reflect any ForexCiear Unfunded 
Contribution deposited with the Clearing House pursuant to the Default in 
respect of which the relevant Auction was held (the "Original Contributions") 
and which have been allocated to the AlP relating to the relevant Auction 
Portfolio (the "Relevant Original Contributions") will be used first in the 
following order: 
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The Auction Losses will be attributed to the Relevant Original 
Contributions of those FXCCMs who are Currency Pair Participants in 
the Auction Currency Pair and who did not bid in the relevant Auction. 
Auction Losses will be attributed to the Relevant Original Contribution 
of an individual FXCCM pursuant to this sub-paragraph (I) based upon 
the proportion that: (a) the value of the Relevant Original Contribution 
of such FXCCM bears to (b) the total value of the Relevant Original 
Contributions of all FXCCMs who are Currency Pair Participants in the 
Auction Currency Pair and who did not bid in the relevaht Auction; 

If and to the extent that there are Auction Losses outstanding after the 
attribution process referred to In sub-paragraph (i) above, those 
Auction Losses will be attributed to the Relevant Original Contributions 
of the Short Bidders. For the purposes of this sub-paragraph (ii) and 
sub-paragraph (ii) of Rule 2.5.6, the term '1Short Bidder" means any 
FXCCM who is a Currency Pair Participant in the Auction Currency 
Pair and who submitted an unsuccessful bid in the relevant Auction 
save for any FXCCM who submitted a higher bid in an Auction than 
the bid accepted by the Clearing House in accordance with Rule 2.3.4 
(each such FXCCM, a "Higher Bidder" and each such bid, a "Higher 
Bid"). 

Auction Losses will be attributed to an individual Short Bidder 
pursuant to this sub-paragraph (ii) based upon the proportion that (a) 
the variance of the bid of such Short Bidder from the winning bid in 
USD bears to (b) the sum of the variances of the bids of all Short 
Bidders from the winning bid in USD; 

Where the value of the Auction Losses attributed to an individual Short 
Bidder pursuant to this sub-paragrapll (ii) is greater than the value of 
the Relevant Original Contribution of such Short Bidder, the relevant 
excess Auction Losses will be attributed to each Short Bidder whose 
Relevant Original Contribution exceeds the value of the Auction 
Losses which have been attributed to it pursuant to this sub-paragraph 
(ii) (each a "Remaining Original Short Bidder") by (a) calculating the 
amount which is the bid of the relevant Remaining Original Short 
Bidder divided by the sum of the bids of all Remaining Original Short 
Bidders; and (b) multiplying such amount by ~he value of the relevant 
excess Auction Losses; 

The Clearing House will repeat the loss attribution process described 
in this sub-paragraph (ii) until the first to occur of (a) the Auction 
Losses being fully met; and (b) the Relevant Original Contributions of 
all Short Bidders being fully attributed; and 

(c) If and to the extent that there are Auction Losses outstanding after the 
attribution process referred to in sub-paragraph (ii) above, those 
Auction Losses will be attributed to the Relevant Original Contribution 
of the FXCCM who submitted the winning bid, together with, where 
applicable, the Relevant Original Contribution of any FXCCM who 
submitted a bid which is an Equal Bid or a Higher Bid in relation to that 
winning bid. The outstanding Auction Losses will be attributed to the 
Relevant Original Contribution of an individual FXCCM pursuant to 
this sub-paragraph (iii) based upon the proportion that (a) the value of 
the Relevant Original Contribution of such FXCCM bears to (b) the 
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total value of the Relevant Original Contributions of (i) the FXCCM 
who submitted the winning bid; (ii) any FXCCMs who submitted an 
Equal Bid to such winning bid; and (iii) any FXCCMs who were Higher 
Bidders in the relevant AUction. 

If, for an Auction Portfolio, there remain Auction Losses outstanding 
after the attribution process referenced to in sub-paragraph (iii) above, 
and there are AlPs relating to other Auction Portfolios in the same 
Auction Currency Pair in which the Relevant Original Contributions 
have not been fully utilised, the Clearing House shall attribute the 
remaining Auction Losses amongst such Remaining Original 
Contributions through the attribution process set out in sub
paragraphs (i) to (iii) above. 

2.5.4 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5.3 above, those Auction Losses will 
be attributed to the Original Contributions of those FXCCMs who are 
Currency Pair Participants in any other Auction Currency Pair in relation to 
which Auction Losses have arisen to the extent that Non-defaulters' 
Contributions must be utilised (each a "Losing Currency Pair") and whose 
Original Contributions have not yet been fully utilised (each a "Losing 
Currency Pair Original FXCCM''). Such remaihing Auction Losses will be 
attributed to any remaining Original Contribution of each such FXCCM 
pursuant to this Rule 2.5.4 based upon the proportion that: (a) the risk of all of 
the ForexCiear Contracts of such FXCCM denominated in any of the Losing 
Currency Pairs bears to (b) the aggregate risk of the amounts calculated in 
(a) for all Losing Currency Pair Original FXCCMs. The Clearing House will 
repeat the loss attribution process described in this Rule 2.5.4 until the first to 
occur of (a) the Auction Losses being fully met; and (b) the Origin,al 
Contributions of all Losing Currency Pair Original FXCCMs being fully 
attributed. 

2.5.5 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5.4 above, those remaining Auction 
Losses will be allocated to the Original Contributions of each FXCCM who is 
not a Currency Pair Participant in any of the Losing Currency Pairs based 
upon the proportion that (a) the value of each such Original Contribution 
bears to (b) the aggregate of the amounts calculated in (a) for each of such 
FXCCMs. 

2.5.6 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5.5 above, the ForexCiear Unfunded 
Contributions which have been allocated to the AlP relating to the relevant 
Auction Portfolio (the "Relevant Unfunded Contributions") will be used first 
in the following order: 

(a) The Auction Losses will be attributed to the Relevant Unfunded 
Contributions of those FXCCMs who are Currency Pair Participants in 
the Auction Currency Pair and Who did not bid in the relevant Auction. 
Auction Losses will be attributed to the Relevant Unfunded 
Contributions of an individual FXCCM pursuant to this sub-paragraph 
(i) based upon the proportion that: (a) the value of the Relevant 
Unfunded Contribution of such FXCCM bears to (b) the total value of 
the Relevant Unfunded Contributions of all FXCCMs who are 
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Currency Pair Participants in the Auction Currency Pair and who did 
not bid in the relevant Auction; 

(b) If and to the extent that there are Auction Losses outstanding after the 
attribution process referred to in sub-paragraph (i) above, those 
Auction Losses will be attributed to the Relevant Unfunded 
Contributions of the Short Bidders in the relevant Auction . Auction 
Losses will be attributed to an individual Short Bidder pursuant to this 
sub-paragraph (il) based upon the proportion that (a) the variance of 
the bid of such Short Bidder from the winning bid in USD bears to (b) 
the sum of the variances of the bids of all Short Bidders from the 
winning bid in USD; 

Where the value of the Auction Losses attributed to an Individual Short 
Bidder pursuant to this sub-paragraph (il) is greater than the value of 
the Relevant Unfunded Contribution of such Short Bidder, the relevant 
excess Auction Losses will be attributed to each Short Bidder whose 
Relevant Unfunded Contribution exceeds the value of the Auction 
Losses which have been attributed to it pursuant to this sub-paragraph 
(ii). (each a "Remaining Unfunded Short Bidder") by (a) calculating 
the amount which is the bid of the relevant Remaining Unfunded Short 
Bidder divided by the sum of the bids of all Remaining Unfunded Short 
Bidders; and (b) multiplying such amount by the value of the relevant 
excess Auction Losses; 

The Clearing House will repeat the loss attribution process described 
in this sub-oaragraph (ii) until the first to occur of (a) the Auction 
Losses being fully met; and (b) the Relevant Unfunded Contributions 
of all Short Bidders being fully attributed; and 

(c) If and to the extent that there are Auction Losses outstanding after the 
attribution process referred to in sub-paragraph (ii) above. those 
Auction Losses will be attributed to the Relevant Unfunded 
Contribution of the FXCCM who submitted the winning bid, together 
with, where applicable, the Relevant Unfunded Contribution of any 
FXCCM who submitted a bid which Is an Equal Bid or a Higher Bid in 
relation to that winning bid. The outstanding Auction Losses will be 
attributed to the Relevant Unfunded Contribution of an individual 
FXCCM pursuant to this sub-paragraph (iii) based upon the proportion 
that: (a) the value of the Relevant Unfunded Contribution of such 
FXCCM bears to (b) the total value of the Relevant Unfunded 
Contributions of (i) the FXCCM who submitted the winning bid ; (ii) any 
FXCCMs who submitted an Equal Bid to such winning bid; and (iii) 
any FXCCMs who were Higher Bidders, in the relevant Auction , 

If, for an Auction Portfolio, there remain Auction Losses outstanding 
after the attribution process referenced to in sub-paragraph (iii) above, 
and there are AlPs relating to other Auction Portfolios in the same 
Auction Currency Pair in which the Relevant Unfunded Contributions 
have not been fully utilised, the Clearing House shall attribute the 
remaining Auction Losses amongst such Remaining Unfunded 
Contributions through the attribution process set out in sub
paragraphs (i) to (iii) above. 
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2.5. 7 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5.6 above, those Auction Losses will 
be attributed to the ForexCiear Unfunded Contributions of those FXCCMs 
who are Currency Pair Participants in any other Losing Currency Pair and 
whose ForexCiear Unfunded Contributions have not yet been fully utilised 
(each a "Losing Currency Pair Unfunded FXCCM"). Such remaining 
Auction Losses will be attributed to any remaining ForexCiear Unfunded 
Contributions of each such FXCCM pursuant to this Rule 2.5.7 based upon 
the proportion that: (a) the risk of all of the ForexCiear Contracts of such 
FXCCM denominated in any of the Losing Currency Pairs bears to (b) the 
aggregate risk of the amounts calculated in (a) for all Losing Currency Pair 
Unfunded FXCCMs. The Clearing House will repeat the loss attribution 
process described in this Rule 2.5.7 until the first to occur of (a) the Auction 
Losses being fully met; and (b) the ForexCiear Unfunded Contributions of all 
Losing Currency Pair Unfunded FXCCMs beJng fully attributed. 

2.5.8 If and to the extent that there are Auction Losses outstanding folloWing the 
attribution process referred to in Rule 2.5. 7 above, those remaining Auction 
Losses will be allocated to the ForexCiear Unfunded Contributions of each 
FXCCM who is not a Currency Pair Participant in any of the Losing Currency 
Pairs based upon the proportion that (a) the value of each such ForexCiear 
Unfunded Contribution bears to (b) the aggregate of the amounts calculated 
in (a) for each of such FXCCMs. 

2.6 For the purposes of Rules 2.4 and 2.5 above, all references to the risk associated 
with a ForexCiear Contract shall be references to such risk as determined by the 
Clearing House in its sole discretion for the purpose of calculating initial margin 
requirements in accordance with the Procedures. 

3. DEFAULT MANAGEMENT IN RESPECT OF FCM FOREXCLEAR CLIENT 
BUSINESS 

The ForexCiear DMP in respect of any contract Which is an FCM ForexCiear 
Contract In respect of FCM ForexCiear Client. Business shall be conducted In 
accordance with FCM Regulation 8(f). The provisions of Default Rule 9A shall also 
apply. 

4. TRANSFER OF CASH FLOWS I REGISTRATION OF POSITIONS 

4.1 Following the disposal of an Auction Portfolio by way of Auction (and notwithstanding 
that other Auction Portfolios of the Defaulting FXCCM may not yet have been 
auctioned) the Clearing House, Will, with the co-operation of the FXCCMs, transfer to 
the FXCCM whose bid won that Auction Portfolio the rights and obligations, from the 
Defaulting FXCCM, arising out of the positions which that FXCCM has successfully 
bid for under the ForexCiear Default Management Process. Such transfer may take 
place by way of registration of new positions with the Clearing House in the name of 
the relevant FXCCM, or novation of rights and obligations to the relevant FXCCM. 
All such registrations shall be made in a way that recognises the Collateral 
transferred to OL b.Uhe Clearing Housg_ in_r_e_spect of variation margin--f*li€!-Gf
ffiGeivoo in relation to the ForexCiear Contracts of the Defaulting FXCCM 
representing such new positions. 

4.2 In order to effect the transfer of positions, the Clearing House shall prescribe such 
procedures and timetable as it considers reasonably appropriate in the 
circumstances. FXCCMs will be required to exercise best endeavours to comply with 
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such requirements as may be established by the Clearing House, after consultation 
with the ForexCiear DMG, to effect the transfer of positions, including but not limited 
to the payment of any sums due as a result of the winning bid and the 
f)r-ev~siootransfer of GeverCollateral in an amount required by the Clearing House for 
initial margin and variation margin obligations in respect of positions which are to be 
registered in their names. The Clearing House agrees that in such procedures it shall 
make provision for set-off by the Clearing House of amounts owed by the Clearing 
House to the FXCCM as a result of the operation of the ForexCiear DMP against 
sums owed by the FXCCM to the Clearing House in respect thereof. 

4.3 Where, as a result of an Auction, the Clearing House is required to make a payment 
to an FXCCM in respect of a winning bid, the Clearing House shall not be permitted 
to register any position, whether as a new position or as a novation of existing rights 
and obligations, to any such FXCCM if the Clearing House does not simultaneously 
credit that FXCCM with the requisite amount. If any position is so registered without 
such payment, such registration shall be deemed void ab initio and unenforceable 
against the relevant FXCCM. For the avoidance of doubt, the Clearing House will 
utilise the resources available to it pursuant to Rule 16 of the Default Fund Rules for 
the purposes of making such a payment notwithstanding that other Auction Portfolios 
of the Defaulting FXCCM may not yet have been auctioned and that the loss 
attribution process provided for by Rule 2.5 has not yet occurred. 

5. INFORMATION REGARDING DEFAULT MANAGEMENT PROCESS 

5.1 Whenever the ForexCiear DMP is implemented by the Clearing House in respect of a 
Defaulting FXCCM, the Clearing House will, with the assistance of the ForexCiear 
DMG, provide such ongoing information to FXCCMs as the Clearing House deems 
reasonably appropriate in respect of the progress of the ForexCfear DMP. 

5.2 Nothing in this Rule 5 shall require the Clearing House to disclose information in 
respect of the ForexCiear DMP which , in the reasonable opinion of the Clearing 
House, may be subject to obligations of confidentiality, may constitute market 
sensitive data or is, in the Clearing House's reasonable opinion, inappropriate for 
disclosure to FXCCMs. 

6. BANKRUPTCY CODE AND RELATED ISSUES 

Notwithstanding any other provision of this Annex in the event of a Default by an 
FXCCM, the completion of any and all actions, including but not limited to any 
transfers or transactions, permitted or required to be taken by the Clearing House 
hereunder shall be subject in all respects to the provisions of the Bankruptcy Code, 
Part 190 and Part 22 of the CFTC Regulations, the Dodd-Frank Wall Street Reform 
and Consumer Protection Act 2010, and the receipt of any approvals required under 
the Bankruptcy Code or such regulations. 

7. CEA ISSUES 

Notwithstanding any other provision of this Annex. in the event of a Default by an 
FXCCM, the operation of this Annex shall in all respects be subject to applicable 
provisions of the CEA and CFTC Regulations (including Part 22 thereof) regarding 
the handling, custody, liquidation, transfer and disposition of cHent positions and 
assets, including but not limited to those provisions requiring segregation of client 
assets and prohibiting application of the assets of non-defaulting clients to amounts 
owed by defaulting clients. 
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8. MISCELLANEOUS 

8.1 Subject to Rules 2.4 and 2.5 of this Annex, the resources available to the Clearing 
House and their order of use are defined in Rule 16 of the Default Fund Rules as 
modified and/or supplemented by the ForexCiear Default Fund Supplement. 

8.2 The Clearing House may from time to time supplement the details of any of the 
stages set out in Rule 2 of this Annex or any other aspects of the ForexCiear DMP, in 
consultation with the ForexCiear DMG, either by way of further Guidance or 
immediately on notice to FXCCMs on a case-by-case basis where the Clearing 
House deems it appropriate to do so In the circumstances of the Default, provided 
that the Clearing House may not take any such action that effects a material change 
to the terms of this Annex without the written consent of 50% of all ForexCiear 
Clearing Members unless such change is invoked unilaterally against all FXCCMs 
and is necessary to manage the Clearing House's risk or otherwise to meet the 
Clearing House's continuing regulatory obligations including those applicable to it as 
a Recognised Clearing House and a Derivatives Clearing Organization. The Clearing 
House agrees that. in the ordinary course, It shall discuss any such Guidance with 
the ForexCiear DMG prior to bringing the Guidance into effect except that it shall not 
be required to do so where (i) the Guidance is not material to the rights and 
obligations of the FXCCMs or (ii) the Clearing House deems it inappropriate to do so 
in the circumstances of the Default and it is not possible to convene the ForexCiear 
DMG in timely fashion. 

8.3 The timetable for implementation of the stages of the ForexCiear Default 
Management Process following issue of a Default Notice by the Clearing House shall 
be either (1) as prescribed t:>y the Clearing House from time to time In consultation 
with the ForexCiear DMG and set out in Guidance; or (2) Imposed by the Clearing 
House without prior notice to the FXCCMs on a case-by-case basis where the 
Clearing House, in consultation with the ForexCiear DMG, deems it appropriate to do 
so in the circumstances of the Default. 

9. ROLE AND CONSTITUTION OF FOREXCLEAR DMG 

9.1 The ForexCiear DMG shall meet at regular intervals in order to: 

9.1 .1 keep under review the ForexCiear DMP, together with any Guidance issued 
in respect thereof; 

9.1.2 keep under review the terms of reference of the ForexCiear DMG to ensure 
they remain appropriate; 

9.1.3 consider appropriate supplements or amendments to the ForexCiear DMP 
and/or Guidance in order to improve the procedures in place; and 

9.1.4 consider any other business relevant to the ForexCiear DMP which any 
member of the ForexCiear DMG from time to time sees fit to raise at such 
meetings. 

9 2 The members of the ForexCiear DMG shall also meet within one hour, or as soon as 
reasonably practical, following notification by the Clearing House that a Default 
Notice has been served upon an FXCCM, and at sufficiently frequent intervals 
thereafter for so long as may be necessary to assist the Clearing House in the 
implementation of the ForexCiear DMP as contemplated under this Agreement. Such 
implementation shall include, without limitation, the provision of general default 
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management advice with regard to: (1) the ongoing obligations of the Clearing House 
to Its non-defaulting members; (2) the neutralisation and closing-out of the Individual 
obligations of the Defaulting FXCCM; and (3) the splitting of Portfolios and the 
disposal of Auction Portfolios in accordance with the ForexCiear DMP. Where it Is not 
possible or practicable for the FXCCM to provide its nominated representative withih 
an appropriate timetrame, it shall provide an alternate of suitable experience and 
expertise to participate on the ForexCiear DMG. 

9.3 The ForexCiear DMG shall be made up of the following individuals who, unless 
stated otherwise, shall be appointed by the Clearing House which shall ensure that 
the composition is such as to provide effective review of the ForexCiear DMP and 
suitable expertise and representation of market-making capacity in the event of a 
Default: 

9.3.'1 in the event of the issuance of a Default Notice, the chief executive or deputy 
chief executive of the Clearing House, who shall act as chairman; 

9.3.2 at least six representatives of at least four FXCCMs. being senior executives 
with appropriate skills and expertise; 

9.3.3 at least one director (staff member of director grade) of the Clearing House's 
Risk Management department; and 

9.3.4 such other individuals as the ForexCiear DMG considers appropriate from 
time to time in relation to individual meetings. 

9.4 For the purpose of ForexCiear DMG meetings convened to deal with a specific 
Defaulting FXCCM, the Clearing House may, after consultation with the ForexCiear 
DMG, invite the Defaulting FXCCM to nominate one or more representatives to join 
the ForeXCiear DMG to assist it in carrying out its functions in the ForexCiear Default 
Management Process for that Defaulting FXCCM, and also request representatives 
from any other FXCCMs. In the event of receiving such request. the FXCCM shall be 
obliged to provide its nominated representative, or an alternate with appropriate skills, 
experience and expertise, as if the FXCCM were a member of the ForexCiear DMG. 

9.5 In establishing the ForexCiear DMG, the Clearing House agrees that in the normal 
course of events (not including the Clearing House's declaration of a Default and the 
invocation of the processes as outlined in Rules 2, 3 and 4 of this Annex) it will, as far 
as practicable, and in accordance with the terms of reference of the ForexCiear DMG, 
rotate the membership of the ForexCiear DMG on a regular basis and amongst all 
FXCCMs. The FXCCM agrees that, when requested to do so by the Clearing House, 
it will make available a representative to participate in the ForeXCiear DMG. The 
Clearing House shall agree with the FXCCM the identity of such representative and 
shall be able to request a substitute where it believes the FXCCM's nominated 
representative does not have the requisite skills or expertise. 

9.6 Each FXCCM who makes available a representative to serve on the ForexCiear 
DMG agrees, and shall procure that, to the extent applicable, its representative 
agrees: 

9,6.1 to ensure that such representative will be fully available, at any time and for 
such periods of time as the Clearing House may require during the course of 
a Default, to perform his function as a member of the ForexCiear DMG 
including attending meetings, considering and advising the Clearing House 
upon aspects of the ForexClear DMP. The FXCCM shall ensure that a 
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representative's other work commitments do not affect his availability for this 
purpose; 

9.6.2 to take all steps to respect the confidential capacity in which such a 
representative receives information through the ForexCiear DMG and to 
establish adequate procedures to prevent the disclosure or use for any 
commercial purpose outside the scope of the ForexCiear DMP of any such 
confidential information by the FXCCM or Its representative. Such procedures 
shall normally include, without limitation, the establishment of Chinese walls 
within the FXCCM; and 

9.6.3 to be bound by and to ensure that it and any of its executives or directors 
serving on the ForexCiear DMG complies with the requirements contained in 
the Procedures or the FCM Procedures (as the case may be). 

9.7 Each FXCCM shall accept that: 

9. 7,1 representatives of FXCCMs serving on the ForexCiear DMG are doing so in 
order to assist the Clearing House· in ensuring the on-going integrity of the 
ForexCiear Service in the interests of Non-Defaulting FXCCMs; and 

9.7.2 representatives of FXCCMs serving on the ForexCiear DMG and their 
employers shall have no liability for any disinterested advice or actions, 
mandated or otherwise, that are undertaken as part of the ForexCiear Default 
Management Process, provided, however, that nothing in this Rule 9. 7.2 shall 
exclude the liabmty of such representatives and employers for any personal 
injury or death caused by their negligence or for any fraud or willful default on 
the part of such representatives and employers. 

9.8 The Clearing House agrees that, in exercising its rights and obligations in consulting 
with the ForexCiear DMG pursuant to this Agreement, it will use all reasonable 
commercial endeavours to agree a common position with the ForexCiear DMG, 
provided that nothing in this Rule shall prevent the Clearing House acting in a way 
which it reasonably determines necessary to manage its risk or otherwise meet its 
continuing regulatory obligations including those applicable to it as a Recognised 
Clearing House and a Derivatives Clearing Organization. 
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REPOCLEAR DMP ANNEX 

1, SCOPE AND INTERPRETATION 

1. 1 The Clearing House has established a RepoCiear DMP which will apply to Fixed 
Income Contracts following the issue of a Default Notice relating to a RCM and in 
respect of which, for the avoidance of doubt, the Clearing House will have no 
recourse to the process of invoicing-back. The fundamental principles of the 
RepoCiear DMP are elaborated to the fullest extent possible in this Annex. Where 
exhaustive detail cannot be laid out in the provisions of this Annex, the RepoCiear 
DMP will be undertaken on the basis of the principles contained herein. 

1.2 The Clearing House has an obligation to ensure the on-going integrity of the 
RepoCiear service and Fixed Income Contracts in the interests of the Non-Defaulting 
RCMs. When a RCM defaults, Non-Defaulting RCMs are required to supply impartial 
expertise through the Fixed Income DMG and may be invited to bid for the Auction 
Portfolios of a Defaulting RCM, as laid out in this Annex. In addition, most RCMs or 
their parent companies or subsidiaries or fellow subsidiaries, have direct interests in 
that integrity, notably as contributors to the various default funds of the Clearing 
House. Each RCM shall take all steps and execute all documents necessary or 
required by the Clearing House to comply with its obligations as a RCM arising out of 
this RepoCiear DMP Annex. 

1.3 In this Annex: 

"Auction" means the process of bidding by RCMs for an Auction Portfolio prescribed 
by the Clearing House following consultation with the Fixed Income DMG from time 
to time fn accordance with Rule 2.3 of this Annex; 

"Auction Currency" means in relation to an Auction, the currency of an Auction 
Portfolio which is the subject of that Auction as determined m accordance with Rule 
2.3.2 of this Annex; 

"Auction Losses" has the meaning given in Rule 2.5.2 of this Annex; 

"Auction Portfolio" means (I) a Portfolio; or (ii) a group of Fixed Income Contracts 
resulting from the splitting of a Portfolio pursuant Rule 2.1 of this Annex Including any 
connected hedging trades concluded by the Clearing House through Risk Mitigation; 

"Derivatives Clearing Organization" means an organisation designated and 
registered as such by way of United States Code Title 7, Chapter 1, paragraph ?a-1; 

"Equal Bid" has the meaning given in Rule 2.3.6 of thts Annex; 

"Fixed Income DMG" means the advisory Default Management Group established 
by the Clearing House pursuant to the terms of this Annex; 

"Guidance'' means guidance, in the form of one or more written notices, issued from 
time to time pursuant to Rule 1.2 of this Annex by or on behalf of the Clearing House 
to RCMs, supplementing the detail or conduct of any aspect of the RepoClear DMP; 

"Initial Resources" has the meaning given in Rule 2.5.2 of this Annex; 

"Margin Cover" has the meaning given in Rule 16(a) of the Default Fund Rules; 
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''Market Participant" means, in respect of a specific RepoCiear market, a Non
Defaulting RCM who at the time the Clearing House declares a Default has been 
authorised by the Clearing House in respect of that RepoCiear market; 

"Non-defaulters' Contributions'' means the RepoCiear Contributions made by Non
Defaulting RCMs to the RepoCiear Default Fund; 

"Original Contributions" has the meaning given in Rule 2.5.3 of this Annex; 

"Portfolios" means, in respect of each RepoCiear market, the Fixed Income 
Contracts in such market registered in the name of a Defaulting RCM, and, where 
relevant, includes any connected hedging trades concluded by the Clearing House 
through Risk Mitigation; 

"Recognised Clearing House'' mean an ·organisation which is declared to be a 
recognised clearing house by a recognition order (that is for the time being In force) 
made under section 290(1 )(b) of the Financial Services and Markets Act 2000; 

"Risk Mitigation" means the process of reducing the market risk associated with a 
Defaulting RCM's obligations to the Clearing House under Flxed Income Contracts 
by hedging the exposure prior to the auction process as described in Rule 2.2 of this 
Annex; 

"RepoCiear Default Management Process Completion Date" means the date 
when the RepoCiear Default Management Process in relation to a Default has been 
completed as determined by the Clearing House in consultation with the Fixed 
Income DMG and notified to all RCMs; 

"RepoCJear DMP or RepoCiear Default Management Process" means the 
processes of the Clearing House outlined in this Annex, as the same may be 
supplemented and/or amended from time to time in accordance with this Annex; and 

1 4 Terms used in this Annex wllich are not defined herein shall have the meanings 
given to them in the Regulations. 

2. REPOCLEA.R CLEARING HOUSE BUSINESS 

The RepoCiear Default Management Process in respect of RepoCiear Clearing 
House Business shall involve the stages described in this Rule 2. 

2.1 Portfolio Combination and Splitting 

The Clearing House, in consultation with and the assistance of the Fixed Income 
DMG, shall determine the composition of each Auction Portfolio and shall have the 
discretion to divide a Portfolio into two or more individual Auction Portfolios or to 
combine two or more Portfolios into a single Auction Portfolio with the aim of 
facilitating the efficiency of, and reducing the risk associated with,. the auction 
process provided for in Rule 2.3 of this Annex. The overriding principle is that the 
Clearing House will structure Auction Portfolios with the intention of ensuring a 
RepoCiear DMP which best protects the resources of the Clearing House. Therefore, 
nothing in this Rule 2.1 shall be deemed to imply that the Clearing House is under 
any obligation to split a particular Portfolio of a Defaulting RCM (regardless of the 
number of Fixed Income Contracts that such Portfolio contains). 
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2.2 Risk Mitigation 

The Clearing House may, in consultation with and with the assistance of the Fixed 
Income DMG, reduce the market risk associated wtth a Defaulting RCM's obligations 
to the Clearing House by hedging the Clearing House's exposure in open Fixed 
Income Contracts to which the Defaulting RCM is party. In determining whether or 
not to engage in any hedging activities, the Clearing House shall take into account 
the associated costs of such hedging and the possibility that such hedging could 
result in the Clearing House's resources being put at risk. All such hedging shall be 
undertaken by the Clearing House with RCMs, on the basis of separate agreements 
between the Clearing House and each such RCM. For the avoidance of doubt, Risk 
Mitigation may happen prior to, concurrently with and/or subsequently to the splitting 
of a Portfolio pursuant to Rule 2.1 above. Any costs incurred from Risk Mitigation 
shall be considered costs of the relevant Auction and may therefore give rise to 
Auction Losses. 

2.3 Auction 

2.3.1 The Clearing House shall, in its discretion, but after consultation with the 
Fixed Income DMG, identify up to 15 Non-Defaulting RCMs who will be 
invited to bid in each Auction (the "Invited Bidders") and shall invite such 
Invited Bidders to submit bids for such Auction Portfolio. 

2.3.2 The Clearing House, in consultation with the Fixed Income DMG, shall 
prescribe such procedures (in addition to those set out herein) for the conduct 
of the auction process, including selection of Invited Bidders, as it considers 
reasonably appropriate from time to time. The Clearing House and the Fixed 
Income DMG shall determine the Auction Currency in respect of the relevant 
Auction. 

2.3.3 The Clearing House shall notify each Invited Bidder of all details that may be 
reasonably required in relati'on to an Auction Portfolio prior to the relevant 
Auction. 

2.3.4 The auction process may take place over a number of days and Auctions of 
different Auction Portfolios may take place at different times. 

2.3.5 Invited Bidders who decide to participate in an Auction will submit bids to the 
Clearing House representatives on the Fixed Income DMG, who will ensure 
that the identities of the bidders are not revealed to the RCM representatives 
on the Fixed Income DMG. Bids may be submitted for the entire Auction 
Portfolio or for a percentage of the Auction Portfolio. Bids shall be submitted 
as a price at which the relevant Invited Bidder is willing to take on a specified 
percentage of the Auction Portfolio, and all bids will be ranked in accordance 
with the price per percentage represented by that bid. The Fixed Income 
DMG will oversee the bidding process in a manner which it considers best 
protects the resources of the Clearing House and ensures an orderly process. 
The Clearing House shall be entitled to round up or round down nominal 
amounts received by successful Invited Bidders in order to ensure that 
successful bids comply with the Clearing House's requirements on minimum 
transaction sizes and this may impact the price paid by successful Invited 
Bidders. 
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2.3.6 The Clearing House in consultation with the Fixed Income DMG will have full 
discretion in deciding whether or not to accept one or more bids in an Auction 
for part or all of the Auction Portfolio and, in so deciding, will take into account 
the range of bids receiVed relative to the amount of Collateral transferred to 
the Clearing House jn respect of initial margin, variation margin~ and 
additional margin and ~Default Fund Contribution of the Defaulting RCM 
11&1el and,, subject to their availability, the Clearing House resources as set out 
in Rule 16 of the Clearing House's Default Fund Rules. If the Clearing House 
does accept one or more bids, the price paid by the relevant winning bidders 
will be the same. Therefore, if the Clearing House decides to accept more 
than one bid, the price payable by all such winning bidders will be the price of 
the lowest bid which is accepted by the Clearing House. In the event that 
more than one Invited Bidder submits a bid of the same value (each an 
"Equal Bid"), the Clearing House may, subject to its discretion to reject one 
or more such Equal Bids, split the relevant Auction Portfolio between the 
relevant Invited Bidders who submitted Equal Bids on an individual trade-by
trade basis. The Clearing House, in consultation with the Fixed Income DMG, 
may choose to accept a bid in respect of a smaller proportion of an Auction 
Portfolio than that which an Invited Bidder specified in its bid. 

2.3.7 In the case of an Auction in which no bid is accepted or received (as the case 
may be), or In which the bids accepted by the Clearing House are for less 
than the whole Auction Portfolio, subject to Rule 2.3.9, one or more further 
Auctions may, at the discretion of the Clearing House, be held in relation to 
the relevant Auction Portfolio or that part of the Auction Portfolio which 
remains. 

As soon as practicable. following an Auction: 

(a) in the event that one or more bids were accepted, the Clearing House 
will notify all the Invited Bidders who participated In the Auction that 
one or more bids were accepted and shall notify the Invited Bidders 
who submitted the accepted bids that their bids were accepted; and 

(b) in the event that no bid was accepted, or the accepted bids were for 
less than the whole Auction Portfolio, the Clearing House will notify 
such RCMs as determined by the Clearing House in consultation with 
the Fixed Income DMG of the details of any further Auction. 

2.3.8 All Invited Bidders agree to use all reasonable efforts to make a bid in an 
Auction for an Auction Portfolio in respect of which such RCM is a Market 
Participant. 

2.3.9 The Clearing House may directly sell assets or Auction Portfolios outstde of 
Auctions if an Auction falls or, in the opinion of the Clearing House in 
consultation with the Fixed 1(1come DMG, is likely to fail or if the Clearing 
House determines (in consultation with the Fixed Income DMG) that it will not 
be possible to complete any relevant Auction in a timely and efficient manner 
and wlthout putting the resources available to the Clearing House pursuant to 
paragraphs (c) to (h) of Rule 16 at risk. 
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2.4 Auction Resources and Reserve Price 

2.4.1 Before commencing the auction process, the Clearing House will calculate a 
base price ("Base Price") for each lndivfdual Auction Portfolio based on an 
initial allocation of the resources potentially available to it from the Defaulting 
RCM to satisfy any loss incurred in the Auction of each such Auction Portfolio 
pursuant to paragraphs (a) to (c) of Rule 16 and, consequently, taking into 
account market prices, a reseNe price ("Reserve Price") for such Auction. 
Notwithstanding such initial allocation, any resources utilised by the Clearing 
House will be allocated in accordance with Rule 2.5 below. 

2.4.2 For each Auction Portfolio, the resources shall be allocated as follows: 

(a) the resources of the Defaulting RCM (in the form of: (I) the Margin 
Cover of the Defaulting RCM pursuant to Rule 16(a) of the Default 
Fund Rules and (ii) the Contributions made by the Defaulting RCM to 
the RepoCiear Default Fund available pursuant to Rule 16(b) of the 
Default Fund Rules at the time of the auction process) will be 
allocated to the Auction Portfolios based on the proportion that (a) the 
risk of the relevant Auction Portfolio bears to (b) the aggregate of the 
risks (on an absolute basis) for all Auction Portfolios; and 

(b) the portion of the Capped Amount applied to the RepoCiear Business 
of the Defaulting RCM pursuant to Rule 16(c) of the Default Fund 
Rules will be allocated to the Auction Portfolios based on the 
proportion that (a) the risk of the relevant Auction Portfolio bears to (b) 
the aggregate of the risks (on an absolute basis) for all Auction 
Portfolios. 

2.5 Loss Attribution 

2.5.1 Following the completion of all Auctions of all Auction Portfolios of the 
Defaulting RCM, the Clearing House will determine whether losses incurred 
by it following such Auctions are such that the Non-Defaulters' Contributions 
must be utilised. Where applicable, such losses will be allocated to Non
defaulters' Contributions in accordance with the loss attribution process 
described in Rules 2.5.2 to 2.5.4 of this Annex. 

2.5.2 For each Auction Portfolio, losses to the Clearing House will be met using the 
resources as set out in Rule 16. In applying those resources, the Clearing 
House will allocate the losses in respect of each Auction Portfolio (the 
"Auction Losses") by reference to the resources allocated to such Auction 
Portfolios in accordance with Rule 2.3.9 of this Annex. Where there are no 
Auction Losses in respect of an Auction Portfolio or the Auction Losses in 
respect of an Auction Portfolio do not require the full amount of the resources 
referred to in sub-paragraphs (a) and (b) of Rule 2.4.2 of this Annex allocated 
to the relevant Auction Portfolio (the "Initial Resources") to be fully utilised, 
the relevant surplus Initial Resources will be allocated pro rata between those 
Auction Portfolios in respect of which there are Auction Losses requiring the 
utilisation of resources beyond the Initial Resources available in the relevant 
Auction Portfolio in accordance with Rule 16(a), 16{b) and 16(c) until such 
time as all Initial Resources have been fully utilised. 
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2.5.3 In the case of each Auction for which there are Auction Losses, those Auction 
Losses will be allocated to those Non-defaulter's Contributions (the "Original 
Contributions") based upon the proportion that (a) the value of each such 
Original Contribution bears to (b) the aggregate of the amounts calculated in 
(a) for each of such RCMs. 

If, for an Auction Portfolio, there remain Auction Losses outstanding after the 
attribution process referenced to in sub-paragraph (c) above, and there are 
Auction Portfolios relating to other Auction Portfolios in which the Original 
Contributions have not been fully utilised, the Clearing House shall attribute 
the remaining Auction Losses amongst such Original Contributions through 
the attribution process set out above. 

2.5.4 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5.3 above, those Auction Losses will 
be allocated to the RepoCiear Unfunded Contributions based upon the 
proportion that (a) the value of each such RepoCiear Unfunded Contribution 
bears to (b) the aggregate of the amounts calculated in (a) for each of such 
RCMs until the first to occur of (i) the Auction Losses being fully met: and (ii) 
the RepoCiear Unfunded Contributions being fully attributed. 

2.5.5 If and to the extent that there are Auction Losses outstanding following the 
attribution process referred to in Rule 2.5.4 above, any Loss Distribution 
Charges payable by Non-Defaulting RCMs pursuant to Rule R9(b) of the 
Default Fund Rules shall be applied to reduce such Auction Losses. 

3. TRANSFER OF CASH FLOWS AND REGISTRATION OF POSITIONS 

3.1 Following the disposal of part or all of an Auct1on Portfolio by way of Auction (and 
notwithstanding that other Auction Portfolios of the Defaulting RCM may not yet have 
been auctioned) the Clearing House, will, with the co-operation of the RCMs, transfer 
to the RCMs whose bids were accepted in respect of that Auction Portfolio the 
positions for which that RCM has successfully bid under the RepoCiear Default 
Management Process. Such transfer may take place by way of registration of new 
positions with the Clearing House in the name of the relevant RCM, or novation of 
rights and obligations to the relevant RCM. 

3.2 In order to effect the transfer of positions, the Clearing House shall prescribe such 
procedures and timetable as it considers reasonably appropriate in the 
circumstances. RCMs will be required to exercise best endeavours to comply with 
such requirements as may be established by the Clearing House, after consultation 
with the Fixed Income DMG, to effect the transfer of positlons, including but not 
limited to the payment of any sums due as a result of the winning bid and the 
~ootransfer of sever-Collateral In an amount required by the Clearing House 
f.er-in respectof initial margin, variation margin and additional margin in respect of 
positions which are to be registered in their names. The Clearing House agrees the~t 
in such procedures it shall make provision for set-off by the Clearing House of 
amounts owed by the Clearing House to the RCM as a result of the operation of the 
RepoCiear DMP against sums owed by the RCM to the Clearing House in respect 
thereof. 

3.3 Where, as a result of an Auction, the Clearing House is required to make a payment 
to a RCM in respect of a winning bid, the Clearing House shall not be permitted to 
register any position, whether as a new position or as a novation of existing rights 
and obligations, to any such RCM if the Clearing House does not simultaneously 
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credit that RCM with the requisite amount. If any position is so registered without 
such payment, such registration shall be deemed void ab initio and unenforceable 
against the relevant RCM. For the avoidance of doubt, the Clearing House will utilise 
the resources available to it pursuant to Rule 16 of the Default Fund Rules for the 
purposes of making such a payment notwithstanding that other Auction Portfolios of 
the Defaulting RCM may not yet have been auctioned and that the loss attribution 
process provided for by Rule 2.5 of this Annex has not yet occurred. 

4. INFORMATION REGARDING THE REPOCLEAR DMP 

Whenever the RepoCiear DMP is implemented by the Clearing House in respect of a 
Defaulting RCM, the Clearing House will, with the assistance of the Fixed Income 
DMG, provide such ongoing information to RCMs as the Clearing House deems 
reasonably appropriate In respect of the progress of the RepoCiear DMP. 

Nothing in this Rule 4 shall require the Clearing House to disclose Information in 
respect of the RepoCiear DMP which, in the reasonable opinion of the Clearing 
House, may be subject to obligations of confidentiality, may constitute market 
sensitive data or is, in the Clearing House's reasonable opinion, inappropriate for 
disclosure to RCMs. 

5. MISCELLANEOUS 

5.1 Subject to Rules 2.3.9 and 2.5 of this Annex, the resources available to the Clearing 
House and their order of use are defined in Rule 16 of the Default Fund Rules as 
modified and/or supplemented by the RepoCiear Default Fund Supplement. 

5.2 The Clearing House may from time to time supplement the details of any of the 
stages set out in Rule 2 of this Annex or any other aspects of the RepoCiear DMP, in 
consultation with the Fixed Income DMG, either by way of further Guidance or 
immediately on notice to RCMs on a case-by-case basis where the Clearing House 
deems it appropriate to do so in the circumstances of the Default, provided that the 
Clearing House may not take any such action that effects a material change to the 
terms of this Annex without the written consent of 50% of all RCMs unless such 
change Is invoked unilaterally against all RCMs and is necessary to manage the 
Clearing House1s risk or otherwise to meet the Clearing House's continuing 
regulatory obligations Including those applicable to it as a Recognised Clearing 
House. The Clearing House agrees that, in the ordinary course, it shall discuss any 
such Guidance with the Fixed Income DMG prior to bringing the Guidance into effect 
except that it shall not be required to do so where (i) the Guidance is not material to 
the rights and obligations of the RCMs or (ii) the Clearing House deems it 
inappropriate to do so in the circumstances of the Default and it is not possible to 
convene the Fixed Income DMG in timely fashion. 

5.3 The timetable for implementation of the stages of the RepoCiear Default 
Management Process following Issue of a Default Notice by the Clearing House shall 
be either (1) as prescribed by the Clearing House from time to time in consultatron 
with the Fixed Income DMG and set out in Guidance; or (2) imposed by the Clearing 
House without prior notice to the RCMs on a case-by-case basis where the Clearing 
House, in consultation with the Fixed Income DMG, deems It appropriate to do so in 
the circumstances of the Default. 
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6. ROLE AND CONSTITUTION OF FIXED INCOME DMG 

6.1 The Fixed Income DMG shall meet at regular intervals in order to: 

6.1.1 keep under review the RepoCiear DMP, together with any Guidance issued in 
respect thereof; 

6.1 .2 keep under review the terms of reference of the Fixed Income DMG to ensure 
they remain appropriate; 

6.1 .3 consider appropriate supplements or amendments to the RepoCiear DMP 
and/or Guidance in order to improve the procedures In place; and 

6.1 A consider any other business relevant to the RepoCiear DMP which any 
member of the Fixed Income DMG from time to time sees fit to raise at such 
meetings. 

6.2 The members of the Fixed Income DMG shall also meet within one hour, or as soon 
as reasonably practical, following notification by the Clearing House that a Default 
Notice has been served upon an RCM, and at sufficiently frequent intervals thereafter 
for so long as may be necessary to assist the Clearing House in the implementation 
of the RepoCiear DMP as contemplated under this Agreement. Such implementation 
shall include, without limitation, the provision of general default management advice 
with regard to: ( 1) the ongoing obligations of the Clearing House to its non-defaulting 
members; (2) the hedging and closing-out of the individual obligations of the 
Defaulting RCM; and (3) the splitting of Portfolios and the disposal of Auction 
Portfolios in accordance with the RepoCiear DMP. Where it is not possible or 
practicable for the RCM to provide its nominated representative within an appropriate 
timeframe, it shall provide an alternate of suitable experience and expertise to 
participate on the Fixed Income DMG. 

6.3 The Fixed Income DMG shall be made up of the following individuals who, unless 
stated otherwise, shall be appointed by the Clearing House which shall ensure that 
the composition is such as to provide effective review of the RepoCiear DMP and 
suitable expertise and representation of market-making capacity in the event of a 
Default: 

6.3.1 the Head of Fixed Income at the Clearing House (or his or her deputy), who 
shall act as chairman; 

6.3.2 representatives of at least four RCMs, being senior executives with 
appropriate skills and expertise, at least two of which shall be from 
organisations with membership of both LCH.Ciearnet Ltd and LCH.Ciearnet 
S.A.; 

6.3.3 the head of the Fixed Income Risk group at the Clearing House (or his or her 
deputy); 

6.3.4 a member of the Liquidity Management group at the Clearing House or other 
employee of the Clearing House authorised to represent the Liquidity 
Management group; 
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6.3.5 In the event of the issuance of a Default Notice, a representative of the 
Defaulting RCM may be invited to join the Fixed Income DMG to assist lts 
work; and 

6.3.6 such other individuals as the Fixed Income DMG considers appropriate from 
time to time in relation to Individual meetings. 

Where the Clearing House has appointed any representative of any RCM to be a 
member of the Fixed Income DMG, such RCM shall be obliged to make an 
appropriate representative of that RCM available for that purpose. It is expected that 
representation on the Fixed Income DMG will be preceded by particfpation in a DMP 
fire drill. 

6 .4 For the purpose of Fixed Income DMG meetings convened to deal wlth a specific 
Defaulting RCM, the Clearing House may, after consultation with the Fixed Income 
DMG, invite the Defaulting RCM to nominate one or more representatives to join the 
Fixed Income DMG to assist it in carrying out its functions in the RepoCiear DMP for 
that Defaulting RCM, and also request representatives from any other RCMs. In the 
event of receiving such request, the RCM shall be obliged to provide its nominated 
representative, or an alternate with appropriate skills, experience and expertise, as if 
the RCM were a member of the Fixed Income DMG. 

6.5 In establishing the Fixed Income DMG, the Clearing House agrees that in the normal 
course of events (not including the Clearing House's declaration of a Default and the 
invocation of the processes as outlined in Rules 2 and 3 of this Annex) it will, as far 
as practicable, and in accordance with the terms of reference of the Fixed Income 
DMG, rotate the membership of the Fixed Income DMG on a regular basis and 
amongst all RCMs. The RCM agrees that, when requested to do so by the Clearing 
House, it will make available a representative to participate in the Fixed Income DMG. 
The Clearing House shall agree with the RCM the identity of such representative and 
shall be able to request a substitute where it believes the RCM's nominated 
representative does not have the requisite skills or expertise. 

6.6 Each RCM who makes available a representative to serve on the Fixed Income DMG 
agrees, and shall procure that, to the extent applicable, its representative agrees: 

6 .6.1 to ensure that such representative will be fully available, at any time and for 
such periods of time as the Clearing House may require dUring the course of 
a Default, to perform his function as a member of the Fixed Income DMG 
Including attending meetings, considering and advising the Clearing House 
upon aspects of the RepoCiear DMP. The RCM shall ensure that a 
representative's other work commitments do not affect his availability for this 
purpose; 

6 .6,2 to take all steps to respect the confidential capacity ln which such a 
representative receives Information through th.e F'ixed Income DMG and to 
establish adequate procedures to prevent the disclosure or use for any 
commercial purpose outside the scope of the RepoCiear DMP of any such 
confidential Information by the RCM or its representative. Such procedures 
shall normally include, Without limitation, the establishment of Chinese walls 
within the RCM; and 
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6.6.3 to be bound by and to ensure that it and any of its executives or directors 
serving on the Fixed Income DMG complies with the requirements contained 
in the Procedures. 

6. 7 Each RCM shall accept that: 

6 .7 .1 representatives of RCMs serving on the Fixed Income DMG are doing so in 
order to assist the Clearing House in ensuring the on-going integrity of the 
RepoCiear service in the interests of Non-Defaulting RCMs: and 

6.7.2 representatives of RCMs serving on the Fixed Income DMG and their 
employers shall have no liability for any disinterested advice or actions, 
mandated or otherwise, that are undertaken as part of the RepoCiear Default 
Management Process, provided, however, that nothing in this Rule 6.7.2 shall 
exclude the liability of such representatives and employers for any personal 
injury or death caused by their negligence or for any fraud or wilful default on 
the part of such representatives and employers. 

6.8 The Clearing House agrees that, in exercising its rights and obligations in consulting 
with the Fixed Income DMG pursuant to this Agreement, it will use all reasonable 
commercial endeavours to agree a common position with the Fixed Income DMG, 
provided that nothing in this Rule shall prevent the Clearing House acting in a way 
which it reasonably determines necessary to manage its risk or otherwise meet its 
continuing regulatory obligations including those applicable to it as a Recognised 
Clearing House. 

6.9 The Clearing House may run RepoCiear DMP "fire-drills" from time to time. RCMs 
will be required to actively participate in a DMP fire-drill when requested to do so by 
the Clearing House. Those required to participate in a fire-drill will be limited to the 
top 90% of RCMs based on total Initial Margin of the previous three months. The fire
drill list of potential participant RCMs will be refreshed on a semi-annual basis by the 
Clearing House. 
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