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June 3, 2014
By Electronic Mail

Assistant Secretary of the Commission for FOIA Matters
U.S. Commodity Futures Trading Commission

Three Lafayette Centre

1155 21st Street, NW

Washington, DC 20581

Re: CME Clearing Europe Limited; FOIA Confidential Treatment Request for:
CME Europe Supplement S-1 —EXHIBIT A-1(2)
CMECE Clearing Member Agreement
CPSS-10SCO Disclosure Document

On behalf of our client, CME Clearing Europe Limited (“CMECE”), we hereby request that the
attached documents whose titles are listed above and the transmitting e-mail message be afforded
confidential treatment in accordance with the Freedom of Information Act (“FOIA”), 5 USC 552
and CFTC rules thereunder, 17 C.F.R. 145.9, for an indefinite period of time due to the sensitive
commercial and proprietary nature of the information contained therein, public disclosure of
which could be detrimental to CMECE. As prescribed by 17 C.F.R. 145.9(d)(4), each page of
the documents included in this request bears the legend “Confidential Treatment Requested by
CME Clearing Europe Limited.”

In accordance with the foregoing regulations, kindly notify me at Petal. Walker@wilmerhale.com
or 202-663-6677 of any request under FOIA for access to the enclosed documents to enable
CMECE to substantiate the grounds for confidential treatment, or if you have any questions
regarding this document.

Thank you very much for your consideration.

Sincerely,

P\/\,

Petal P. Walker
cc: Duane Andresen
Enclosures:

CME Europe Supplement S-1 —EXHIBIT A-1(2)
CMECE Clearing Member Agreement

ActiveUS 128410113v.1
ActiveUS 128412927v.1



COMMODITY FUTURES TRADING COMMISSION
SUPPLEMENT S-1 to FORM FBOT
CLEARING ORGANIZATION SUPPLEMENT TO
FOREIGN BOARD OF TRADE APPLICATION

CME Clearing Europe Limited
Name of clearing organization as specified in organizational documents

One New Change, Fourth Floor, London EC4M 9AF. United Kingdom
Address of principal executive office

CME Europe Limited
Name of the foreign board of trade on associated Form FBOT

[f this Supplement S-1 is accompanying a new application for registration, complete in full
and check here.

O If this Supplement S-1 is an amendment to a pending application for registration, or to a final
application that resulted in the issuance of an Order of Registration, please list all items that
are amended or otherwise updated and check here.

When appropriate, please attach additional page(s) containing a list and explanatory
statement of amendment(s) or update(s).

REGISTERED DERIVATIVES CLEARING ORGANIZATION

If the clearing organization is registered with the Commission in good standing as a
derivatives clearing organization (DCO), please indicate by checking here:

[] CFTC-registered DCO.
If the clearing organization is registered with the Commission in good standing as a DCO,
the clearing organization need not complete the remainder of the Supplement S-1.
GENERAL INFORMATION

. Name under which the business of the clearing organization will be conducted, if different
than name specified above:
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2. List of principal office(s) where clearing organization activities are/will be conducted (please
use multiple entries, when applicable):

Office (name and/or location): CME Clearing Europe Limited
Address: One New Change
Fourth Floor

London EC4M 9AF
United Kingdom

Phone Number: +44 20 3379 3100
Fax Number: +44 20 3379 3101
Website Address: http://www.cmegroup.com/europe/clearing-europe

3. Contact Information.

3a. Primary Contact for Supplement S-1 (i.e., the person authorized to receive Commission
correspondence in connection with this Supplement S-1 and to whom questions regarding the
submission should be directed):

Name: Paul M. Architzel

Title: Outside Counsel

Email Address: paul.architzel@wilmerhale.com

Mailing Address: 1875 Pennsylvania Ave., N.W.
Washington, D.C. 20006

Phone Number: (202) 663-6240

Fax Number: (202) 663-6363

3b. If different than above, primary contact at the clearing organization that is authorized to
receive all forms of Commission correspondence:

Name: Evelien Van Den Arend

Title: Director, Legal & Regulatory

Email Address: Evelien.VanDenArend@cmegroup.com
Mailing Address: One New Change

Fourth Floor
London EC4M 9AF
United Kingdom

Phone Number: +44 20 3379 3768
Fax Number: +44 7912 580 862
BUSINESS ORGANIZATION

Describe organizational history, including date and, if applicable, location of filing of original
organizational documentation, and describe all substantial amendments or changes thereto:
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CME Clearing Europe Limited (CMECE) is a private limited company incorporated in England
and Wales under the UK Companies Act 2006. The company number of CMECE is 06922932,
The Bank of England acts as the lead supervisor of CMECE. CMECE has UK regulatory
authorization under the Financial Services and Markets Act 2000 as a “recognised clearing
house,” which allows it to provide certain central counterparty clearing services to market
participants within the European Union. CMECE is also a Designated Security Settlement
System under the Financial Markets and Insolvency (Settlement Finality) Regulations 1999,
which implements the Settlement Finality Directive (Directive 98/26/EC) of the European
Parliament and of the Council of 19 May 1998.
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SIGNATURES

By signing and submitting this Supplement S-1 the clearing organization agrees to and consents
that the notice of any proceeding before the Commission in connection with the associated
foreign board of trade’s application for registration or registration with the Commission may be
given by sending such notice by certified mail or similar secured correspondence to the persons
specified in sections 3a and 3b above.

CME Clearing Europe Limited has duly caused this Supplement S-1 to be signed on its behalf by
the undersigned, hereunto duly authorized, this day of June, 2014, CME Clearing
Europe Limited and the undersigned represent that all information and representations contained
in this Supplement S-1 (and exhibits) are true, current, and complete. It is understood that all
information, documentation, and exhibits are considered integral parts of this Supplement S-1.
The submission of any amendment to a Supplement S-1 represents that all items and exhibits not
so amended remain true, current, and complete as previously filed.

Lee Betsill, Chief Executive Officer
CME Clearing Europe Limited

ActivelS 128364679v.1



CME CLEARING EUROPE LIMITED - SUPPLEMENT S-1 - EXHIBIT A-1
Request:
Attach, as Exhibit A-1, a description of the following for the clearing organization:

Location, history, size, ownership and corporate structure, governance and
committee structure, and current or anticipated presence of staff in the United
States.

Response:
Location, History, and Size

CME Clearing Europe Limited (“CMECE”) is a central counterparty (“CCP”) located in the
United Kingdom (“UK”), which provides clearing services for exchange-traded and over-the-
counter (“OTC”) derivative contracts. CMECE commenced business in May 2011 with an initial
product suite of OTC commaodity derivatives, and has since added a range of derivative products.
CMECE’s address is: Fourth Floor, One New Change, London, EC4M 9AF, United Kingdom.
Its website address is: http://www.cmegroup.com/europe/clearing-europe/.

CMECE is a private limited company incorporated in England and Wales under the UK
Companies Act 2006. The company number of CMECE is 06922932. The Bank of England
(“BoE”) acts as the lead supervisor of CMECE. CMECE has UK regulatory authorization under
the Financial Services and Markets Act 2000 (“FSMA”) as a “recognised clearing house”
(“RCH”), which allows it to provide certain CCP clearing services to market participants within
the European Union (“EU”). CMECE is also a Designated Security Settlement System under the
Financial Markets and Insolvency (Settlement Finality) Regulations 1999, which implements the
Settlement Finality Directive (Directive 98/26/EC) of the European Parliament and of the
Council of 19 May 1998. CMECE is in the process of applying for authorization as a CCP under
EMIRY, which will enable CMECE to provide CCP services within the meaning of EMIR on an
EU-wide basis.?

CMECE’s clearing activities currently cover the following classes of derivative: (i) OTC
commodity derivatives (bio-fuels, energy and other commodities); (ii) interest-rate swaps
(“IRSs™); and (iii) energy and foreign exchange (“FX”) derivatives traded on CME Europe
Limited (“CME Europe”), a UK recognised investment exchange (“RIE”) and fellow London-
based CME Group subsidiary. CMECE clears only derivative products, and not cash or spot
transactions. As a CCP, CMECE acts as the central counterparty to every trade cleared and
stands behind the performance of every transaction.

CMECE provides clearing services to its direct clearing participants (“Clearing Members”) and
also facilitates the clearing of derivative contracts by Clearing Members on behalf of their clients
(“Clients”). Clearing Members may clear any or all of the classes of derivative cleared by

1 Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC derivatives,
central counterparties and trade repositories (“EMIR”).

2 While participants in the markets cleared by CMECE are mainly based in EU countries, CMECE also holds a legal
exemption from certain Ontario securities laws which enables it to service market participants based in Ontario.
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CMECE, whether for their own account or for the account of their Clients, subject to meeting
any applicable regulatory requirements and the requirements for participation set out in the
CMECE Clearing Rules (“CMECE Rulebook”).® As CMECE is subject to UK laws* and
regulations, its contractual arrangements are based on English law and principal-to-principal
relationships between CMECE and its Clearing Members. Pursuant to this arrangement,
CMECE’s Clearing Members assume full responsibility to CMECE for the financial obligations
of all of the transactions recorded in their accounts, whether those transactions relate to the
Clearing Member’s proprietary trades or the trades of their Clients.

Ownership and Corporate Structure

CMECE is a wholly-owned subsidiary of CME Group Inc., a publicly listed US corporation
traded on NASDAQ and an operator of a global derivatives exchange and clearing group, CME
Group. CME Group Inc. also owns CME Clearing, a U.S. corporation which is registered with
Commodity Futures Trading Commission (“CFTC”) as a designated contract market (“DCM”), a
derivatives clearing organization (“DCO”) and a swap data repository (“SDR”).

As a member of the CME Group, CMECE benefits from a range of services provided by other
CME Group companies. Those services include the provision of, amongst other things,
information technology systems; clearing processing; risk management monitoring and
calculations; business back-up and continuity resilience; operational process and risk monitoring,
outside core operating hours in London; internal legal and compliance advice and coordination;
account management; and human resources administration. The systems, clearing and risk
management support services are supplied by CME Group in the US, and the ancillary
administrative and legal support is largely, but not exclusively, supplied by staff of CME Group
companies in London. The intra-group service provision to CMECE is documented in
outsourcing agreements which set out the relevant service standards and escalation procedures.
The provision of services by CME Group companies under these agreements is monitored by
CMECE against the relevant service standards, with any breach reported to the CMECE Audit
Committee and the Board, and the rectification of that breach tracked and made subject to
internal audit thereafter. Further details on the CMECE’s ownership structure appears in Exhibit
A-1(2).

Governance and Committee Structure

The CMECE Board is currently comprised of three independent non-executive directors
("INEDs"), three non-executive directors (“NEDs”) from CME Group (“Group NEDs”), and two
CMECE executive directors (“EDs”) (the Chief Executive Officer (“CEO”) and the Chief
Operating Officer (“COQ”) of CMECE) (together, the “Board”). One of the the three INEDs
chairs the Board, the CMECE Audit Committee, the CMECE Risk Committee (which may
include sub-committees relating to specific asset classes or products) and the CMECE

2 Please see: http://www.cmegroup.com/rulebook/CME/.

4 Scottish law differs in certain aspects from the laws of England and Wales and Northern Ireland. The distinctions are less
marked in relation to financial services than to other branches of law. Strictly speaking, the arrangements of CMECE are based in
the laws of England and Wales, and the financial services regulations of the UK.
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Remuneration Committee. The CMECE Board structure, with its involvement of three INEDs,
ensures that an appropriate independent perspective is maintained. Full biographical information
on the relevant Board members is available on the CMECE website.2

The CEO and COO are the most senior members of the senior management of CMECE and
comprise the executive management. The other members of the senior management group are
the Heads of Risk, Operations, Banking and Collateral, and the CMECE Regulatory Compliance
Officer. In order to maintain the independence of the role, the CMECE Head of Internal Audit is
not a member of the senior management team; his exclusion is also reflective of the fact that this
role is currently performed by an external firm on an outsourced basis. The Heads of the
operational areas of CMECE all report either to the CEO or to the COO. The CMECE Chief
Risk officer also has a direct reporting line to the Chairman of the Risk Committees, while the
Head of Internal Audit and the Regulatory Compliance Officer each has a direct reporting line to
the Chairman of the Audit Committee. A more comprehensive description of the CMECE’s
governance, including fitness criteria of Board members and Board policies, appears in Exhibit C.

Current or Anticipated Presence of Staff in the U.S.

CMECE does not currently have staff in the U.S., however it may have such staff in the future.
Any such staff would be present for such purposes as: (i) operating a representative office for
purposes of attending industry conferences; (ii) educating prospective members on the
exchange/clearing house; and (iii) assisting local members.

3 Please see http://www.cmegroup.com/europe/clearing-europe/about-cmece.html#board-of-directors.
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FILE COPY

CERTIFICATE OF INCORPORATION
"OF A
PRIVATE LIMITED COMPANY

Company No. 6922932

The Registrar of Companies for England and Wales hereby certifies that

CME CLEARING EUROPE LIMITED

is this day incorporated under the Companies Act 1985 as a private
company and that the company is limited.

Given at Companies House on 3rd June 2009

N A

*N06922932K*

THE OFFICIAL SEAL OF THE
REGISTRAR OF COMPANIES




No. 1

THE COMPANIES ACT 1985 (as amended) and

THE COMPANIES ACT 2006

COMPANY LIMITED BY SHARES

MEMORANDUM OF ASSOCIATION
of

CME CLEARING EUROPE LIMITED

1 The name of the Company is “CME Clearing Europe Limited”.
2 The registered office of the Company will be situated in England and Wales.

3 The object of the Company is to carry on business as a general commercial company. In
particular, but without prejudice to the generality of the foregoing, the Company has the following

objects:

(a) To establish and carry on the business of a commercial clearing house for facilitating the
conduct of trading on, and guaranteeing or undertaking the carrying out of contracts; and
to make and stipulate for such remuneration, terms and conditions in respect thereof as

may from time to time be determined.

(b) To make rules and regulations for the admission of members of the clearing house
operated by the Company, and from time to time fix and vary the payments to be made on
admission and annually or otherwise of such members and the privileges and advantages

they are to have and the conditions and obligations they are to be under.

(c)  To carry on any other business which in the option of the Directors is capable of being
conveniently carried on in connection with or as ancillary to any of the businesses of the
Company, or is calculated directly or indirectly to enhance the value of or render profitable

any property of the Company or to further any of its objects.

(i) To carry on business as general merchants and mercantile agents, contractors,
manufacturers of and merchants and dealers in any and every kind of article of any

description and material, merchants and dealers in raw material of every kind,
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haulage and transport contractors, warehousemen, wharfingers, ship and barge
owners, ship agents and any other trade or business whatsoever which can in the
opinion of the Directors be advantageously carried on by the Company in
connection with or as ancillary to any of the above businesses or the general

business of the Company.

(il  To carry on all or any of the businesses of manufacturers, mercantile and other
agents, factors, distributors, shippers, importers, exporters, consignors, buyers and
sellers (wholesale and retail), charterers, shipowners, warehousemen, merchants,
builders, developers of and dealers in commodities, merchandise, goods and
articles of all kinds whether manufactured in whole or in part or whether grown,
cultivated, taken, processed or produced in any part of the world; to deal in
commodities of all kinds which can conveniently be dealt with in connection with
any of the aforesaid businesses or which may be required by customers or for
persons dealing with the Company; to carry on and execute all kinds of commercial,
trading, financial and other operations; and generally to carry on any other trade or
business whatsoever which may seem to the Directors capable of being carried on
advantageously in connection with the above businesses, or calculated directly or
indirectly to enhance the value or facilitate the realisation of any of the Company's

property or rights.

(e) To purchase, take on lease or in exchange, hire or otherwise acquire and hold, for any
estate or interest, and manage any lands, buildings, servitudes, easements, rights,
privileges, concessions, machinery, plant, stock-in-trade and any heritable or moveable

real or personal property of any kind.

H To purchase or otherwise acquire, dispose of, protect, extend and renew any patents,
registered designs, trade marks, and service marks (whether registered or not) copyright,
design right or any similar property rights including those subsisting in inventions, designs,
drawings, performances, computer programs, semi-conductor topographies, confidential
information, business names, goodwill and the style of presentation of goods or services
and applications for protection thereof which may seem to the Company capable of being
used for any of the purposes of the Company, or the acquisition of which may seem
calculated directly or indirectly to benefit the Company and to use, exercise, develop,
receive or grant licences in respect of or otherwise turn to account any of the same for
any purpose whatsoever, whether manufacturing or otherwise, which the Company may

think calculated directly or indirectly to achieve these objects.

{(g) To form, promote, subsidise and assist companies, syndicates or other bodies of all kinds
and to issue on commission or otherwise underwrite, subscribe for and take or guarantee

the payment of any dividend or interest on any shares, stocks, debentures or other capital
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or securities or obligations of any such companies, syndicates or other bodies, and to pay

or provide for brokerage commission and underwriting in respect of any such issue.

(h)  To enter into partnerships or into any arrangement for sharing profits, union of interests,
co-operation or otherwise with any person or company for the purpose of carrying on

business within any of the objects of the Company.

(i) To carry on any other business which may seem to the Company capable of being
conveniently carried on in connection with the above or calculated directly or indirectly to

enhance the value of or render profitable any of the Company's property or rights.

) To purchase or otherwise acquire and undertake all or any part of the business, property,
liabilities and transactions of any person, body or company carrying on any business
which this Company is authorised to carry on, or possessed of property, assets or rights

suitable for any of the objects of the Company.

(k)  To develop, work, improve, manage, lease, mortgage, charge, pledge, turn to account or
otherwise deal with all or any part of the property, assets or rights of the Company, to
surrender or accept surrender of any lease or tenancy or rights, and to sell or deal with the
property, assets, business, rights or undertaking of the Company, or any part thereof, and
on such terms and for such consideration as the Company may think fit, and including for

cash or shares, debentures or securities of any other company.

H To build, construct, erect, maintain, alter, replace or remove any buildings, works, offices,
erections, plant, machinery, tools, equipment or otherwise as may seem desirable for any
of the businesses or in the interests of the Company, and to manufacture, buy, sell, lease
or otherwise acquire and generally deal in any plant, tools, machinery, goods or things of
any description which may be conveniently dealt with in connection with any of the

Company's objects.

(m) To manage and conduct the affairs of any companies, firms, bodies and persons carrying

on business of any kind whatsoever, and in any part of the world.

(n) To enter into, carry on and participate in financial transactions and dealings and
operations of all kinds and to take any steps which may be considered expedient for
carrying into effect such transactions, dealings and operations including, without prejudice
to the generality of the foregoing, borrowing and lending money and entering into

contracts and arrangements of all kinds.

(o) To borrow or raise money in such manner as the Company shall think fit and in particular
by the issue (whether at par or at a premium or discount and for such consideration as the
Company may think fit) of bonds, debentures or debenture stock {payable to bearer or

otherwise), mortgages or charges, shares or other securities, perpetual or otherwise, and,
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if the Company thinks fit, charged upon all or any of the Company's property (both present
and future) and undertaking including its uncalled capital and further, if so thought fit,
convertible into any stock or shares or securities of the Company or any other company,
and collaterally or further to secure any obligations of the Company by a trust deed or

other assurance or pledge.

(p) To guarantee or otherwise support or secure, either with or without the Company
receiving any consideration or advantage and whether by personal covenant or by
mortgaging or charging all or part of the undertaking, property, assets and rights present
and future and uncalled capital of the Company or by both such methods or by any other
means whatsoever, the liabilities and obligations of and the payment of any moneys
whatsoever (including but not limited to capital, principal, premiums, interest, dividends,
costs and expenses on any stocks, shares or securities) by any person, firm or company
whatsoever including but not limited to any company which is for the time being the
holding company or a subsidiary (both as defined by section 736 Companies Act 1985) of
the Company or of the Company's holding company or is controlled by the same person
or persons as control the Company or is otherwise associated with the Company in its

business.

(g) To grant indemnities of every description and to undertake obligations of every

description.

(n To make, draw, accept, exchange, endorse, negotiate, execute and issue promissory
notes, bills of exchange or other negotiable instruments or payment orders and to receive

money on deposit or loan.

(s) To pay all or any expenses incurred in connection with the formation and promotion and
incorporation of the Company and to pay commission to and remunerate any person or
company for services rendered in underwriting or placing, or assisting to underwrite or
place, any of the shares in the Company's capital or any debentures or other securities of
the Company, or in or about the formation or promotion of the Company or the conduct of

its business.

) To pay for any property or rights acquired by the Company in such manner as the
Company may think fit, including payment either in cash or fully or partly paid-up shares
with or without preferred or deferred rights in respect of dividend or repayment of capital
or otherwise, or by any securities which the Company has power to issue, or partly in one

mode and partly in another and generally on such terms as the Company may determine.

(u)  To accept payment for any property or rights sold or otherwise disposed of or dealt with by
the Company in such manner as the Company may think fit, including payment either in

cash, by instalments or otherwise, or in fully or partly paid-up shares of any company or
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(v)

x)

()

corporation, with or without deferred or preferred rights in respect of dividend or
repayment of capital or otherwise, or in debentures or mortgage debentures or debenture
stock, mortgages or other securities of any company or corporation, or partly in one mode

and partly in another, and generally on such terms as the Company may determine.

While the Company remains a private company, and subject to the provisions of the
Companies Act 1985 (as amended) and the Companies Act 2006 (to the extent in force),
to remunerate or undertake to remunerate any person, firm or company rendering
services to the Company, whether by cash payment or by the allotment to him it or them

of shares or securities of the Company credited as paid in full or in part or otherwise.

To make loans or donations, either in cash or of other assets, to, or enter into any
arrangements whatsoever for the benefit of, such persons and in such cases whatsoever
as the Company may think directly or indirectly conducive to any of its objecis or

otherwise expedient.

To distribute among the members in specie any property of the Company or any proceeds
of sale, disposal or realisation of any property of the Company but so that no distribution
amounting to a reduction of capital be made except with the sanction (if any) for the time

being required by law.

To subscribe for, purchase or otherwise acquire, take, hold, or sell any shares or stock,
bonds, debentures or debenture stock, or other securities or obligations of any person,
firm, government or other authority or issuer (including any subsidiary of the Company)
and to invest, deal with or lend any of the moneys of the Company in such manner, with or

without security and on such terms as the Company may think fit.

To amalgamate with any other company either whose objects are or include objects
similar to those of the Company or which is possessed of property, assets or rights

suitable for any of the purposes of the Company and on any terms whatsoever.

To procure the Company or any branch or representative of it to be registered or

recognised in any country or place abroad or with any applicable regulatory authority.

To obtain any provisional or other order or Act of Parliament of the United Kingdom or of
the legislature of any other State or jurisdiction for enabling the Company fo carry any of
its objects into effect, or for effecting any modifications to the Company's constitution, or
for any other purpose which may seem expedient, and o oppose or make representations
in connection with any proceeding, proposal or application which may seem calculated,

directly or indirectly, to prejudice the Company's interests.
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(cc) To appoint any person or persons, firm or firms, company or companies to be the attorney
or agent of the Company and to act as agents, managers, secretaries, contractors or in

similar capacity.

(dd) To insure the life of any person who may, in the opinion of the Company, be of value to
the Company as having or holding for the Company interests, goodwill or influence or

other assets and to pay the premiums on such insurance.

(ee) To establish and maintain or procure the establishment and maintenance of contributory
or non-coniributory pension or superannuation funds for the benefit of the persons
referred to below, to grant emoluments, pensions, allowances, donations, gratuities, loans
and bonuses to such persons and to make payments for or towards insurance on the life
or lives of such persons; to establish, subsidise, subscribe to or otherwise support any
institution, association, society, club, other establishment, or fund, the support of which
may, in the opinion of the Company, be calculated directly or indirectly to benefit the
Company or any such persons, or may be connected with any place where the Company
carries on business; to institute and maintain any institution, association, society, club or
other establishment or profit-sharing scheme, share incentive scheme or employees'
share scheme calculated {o advance the interests of the Company or to benefit such
persons; to institute and maintain or assist in the institution or maintenance of any scheme
calculated to promote the purchase or holding of shares of or securities in the Company
by the public, any section thereof or such persons; and, subject to the provisions of the
Act, to lend money or make payments to, or guarantee or give an indemnity in respect of,
or to give any financial or other assistance to, any such persons or trustees on their behalf
or any other person, for the purposes of, or to facilitate the institution or maintenance of,
any such schemes; to join, participate in and subsidise or assist any association of
employers or employees or any trade association; and to subscribe or guarantee money
for charitable or benevolent objects or for any public, general or useful object or for any
exhibition; the said persons are any persons who are or were at any time in the
employment or service of the Company or of any of its businesses or of any company
which was or is for the time being the holding company or a subsidiary (both as defined by
section 736 Companies Act 1985) of the Company or of the Company's holding company
or is otherwise associated with the Company or any of its businesses or who are or were
at any time directors or officers of the Company or of such other company or business as
aforesaid, or holding or who hold or who held any salaried employment or office in the
Company or such other company or business, and the families (including former spouses)

of them or any person who is or was dependent on them.

(ff)y  To purchase and maintain insurance for the benefit of any persons who are or were at any
time directors, officers or employees of the Company or any other company which is a
subsidiary or subsidiary undertaking of the Company or in which the Company has any

interest, whether direct or indirect, or who are or were at any time trustees of any pension
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4

5

(g9)

(hh)

(ii)

fund in which any employee of the Company or of any other such company or subsidiary
undertaking are or have been interested indemnifying such persons against liability for
negligence, default, breach of duty or breach of trust or any other liabilities which may be

lawfully insured against.

To take, make, execute, enter into, commence, carry on, prosecute or defend all steps,
claims, demands, contracts, agreements, negotiations, legal and other proceedings,
compromises, arrangements and schemes, and to do all other acts, matters and things
which shall at any time appear conducive or expedient for the advantage or protection of

the Company.

To do all or any of the above things in any part of the world and either as principals,
agents, attorneys, contractors, trustees, or otherwise, and either alone or in conjunction

with others.

To do all such acts or things as are incidental or conducive to the attainment of the above

objects or any of them.

It is hereby declared that:

(i) the word “company’ in this clause, except where used in reference to the
Company, shall be deemed to include any partnership or other body of persons,
whether incorporated or not incorporated, and whether domiciled in the United

Kingdom or elsewhere, and whether now existing or hereafter to be formed; and

(i}  the objects set forth in each sub-clause of this clause shall not be restrictively
construed, but the widest interpretation shall be given thereto and they shail not,
except where the context expressly so requires, be in any way limited or restricted
by application of the ejusdem generis rule or by reference to or inference from any
other object or objects set forth in such sub-clause or from the terms of any other
sub-clause or by the name of the Company; none of such sub-clauses or the object
or objects therein specified or the powers thereby conferred shall be deemed
subsidiary or ancillary to the objects or powers mentioned in any other sub-clause,
but the Company shall have full power to exercise all or any of the objects
conferred by and provided in each of the said sub-clauses as if each

sub-clause contained the objects of a separate company.

The liability of the members is limited.

The share capital of the Company is £100 divided into 100 Ordinary Shares of £1 each.
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We, the undersigned subscriber to this Memorandum of Association whose name, address and

description is subscribed, are desirous of being formed into a Company in pursuance of this

Memorandum of Association and we agree to take the number of shares in the capital of the Company

set opposite our name.

NAME, ADDRESS AND DESCRIPTION
OF SUBSCRIBER

Number of Shares taken
by Subscriber {(in words)

CME Group, Inc.
20 South Wacker Drive
Chicago, lllinois 60606

Delaware Corporation

One

CME Group, Inc.

Address:
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We, the undersigned subscriber to this Memorandum of Association whose name, address and
description is subscribed, are desirous of being formed into a Company in pursuance of this
Memorandum of Association and we agree to take the number of shares in the capital of the Company

set opposite our name.

NAME, ADDRESS AND DESCRIPTION Number of Shares taken
OF SUBSCRIBER by Subscriber (in words)
CME Group, Inc. One

20 South Wacker Drive
Chicago, lllinois 60606

Delaware Corporation W\Qﬁ\
Ptceren,

CME Group, Inc.

DATED this 2115 .............. 2009

WITNESS to the above signature:

Name:

Address: 20 SevtH wicKed. deve
CHCAgo, wiune g
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No. 1

THE COMPANIES ACT 2006

COMPANY LIMITED BY SHARES

ARTICLES OF ASSOCIATION
OF
CME CLEARING EUROPE LIMITED

PART 1
PRELIMINARY
1 Defined terms
1.1 In the Articles, unless the context requires otherwise:

these Articles means these Articles of Association as originally adopted or altered or varied

from time to time (and Article means one of these Articles);
authenticated has the meaning given in section 1146 CA 2006;

bankruptcy includes individual insolvency proceedings in a jurisdiction other than England and

Wales or Northern Ireland which have an effect similar to that of bankruptcy;

Board means the board of Directors for the time being of the Company or the Directors present

or deemed to be present at a duly convened meeting of Directors at which a quorum is present;

Board Meeting means a meeting of the Board as from time to time convened in accordance

with these Articles;

CA 2006 means the Companies Act 2006 (to the extent for the time being in force);
call or call notice have the meanings given in Article 32;

chairman has the meaning given in Article 15;

chairman of the meeting has the meaning given in Article 57;
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clear days in relation to the period of a notice means that period excluding the day when the
notice is given or deemed to be given and the day for which it is given or on which it is to take

effect;

Company means CME Clearing Europe Limited;

Clearing House means the central counterparty clearing house operated from time to time by

the Company in the United Kingdom;

Clearing Member means a member of the Clearing House;

Company’s lien has the meaning given in Article 30;

a conflict of interest includes a conflict of interest and duty and a conflict of duties;

Companies Acts means the Companies Acts (as defined in section 2 CA 20086), in so far as

they apply to the Company;

decision-making process includes a Directors’ meeting or part of a Directors’ meeting;

Director means a director of the Company, and includes any person occupying the position of

director, by whatever name called;

distribution recipient has the meaning given in Article 47;

document includes, unless otherwise specified, any document sent or supplied in electronic

form;
electronic form has the meaning given in section 1168 CA 2006;

fully paid in relation to a share, means that the nominal value and any premium to be paid to

the Company in respect of that share have been paid to the Company;

hard copy form has the meaning given in section 1168 CA 2006;

an interest means a direct or an indirect interest and interested shall be construed accordingly;

lien enforcement notice has the meaning given in Article 31;

Office means the registered office for the time being of the Company;

partly paid in relation to a share, means that part of the nominal value or any premium to be

paid to the Company in respect of the share has not been paid to the Company;

paid means paid or credited as paid;
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1.2

2

participate, in relation to a directors' meeting, has the meaning given in Article 12;
proxy notice has the meaning given in Article 63;

Risk Committee means the committee of the Directors charged with setting and implementing

the Company's risk policies in accordance with the Risk Committee’s terms of reference;

Rules means the rules, regulations and contract terms and conditions as described in Article
6.1;

Secretary means the secretary (if any) of the Company or any other person (if any) appointed
to perform the duties of the secretary of the Company, including a joint, assistant or deputy
secretary and references to the Secretary shall only apply for as long as the Company elects to

have a secretary;

shareholder means a person who is the holder of a share;

shares means shares in the Company;

special resolution has the meaning given in section 283 CA 2006;

subsidiary has the meaning given in section 1159 CA 2006;

a transaction or arrangement means an actual or a proposed fransaction or arrangement; and

transmittee means a person entitled to a share by reason of the death or bankruptcy of a

shareholder or otherwise by operation of law;

writing means the representation or reproduction of words, symbols or other information in a
visible form by any method or combination of methods, whether sent or supplied in electronic

form or otherwise; and
United Kingdom means Great Britain and Northern Ireland.

Unless the context otherwise requires, other words or expressions contained in these articles
bear the same meaning as in the CA 2006 as in force on the date when these Articles become

binding on the Company.

Exclusion of Table A

No regulations contained in Table A in the Schedule to the Companies (Tables A to F)
Regulations 1985 (SI 1985 No 805) as amended before the date of incorporation of the
Company so far as it relates to private companies limited by shares (such Table being

hereinafter called Table A} shall apply to the Company.
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5.1

52

6.1

3

Limited Liability
The liability of the shareholders is limited to the amount, if any, unpaid on their shares.

PART 2
DIRECTORS
DIRECTORS POWERS AND RESPONSIBILITIES

Directors’ general authority

Subject to the Articles, the Directors are responsible for the management of the Company's
business, for which purpose they may exercise all the powers of the Company and regulate and
decide all matters concerning the Company as are not covered herein or by any Article or any
regulation, provided that no such direction shall invalidate any prior act of the Directors which
would have been valid if that alteration had not been made or that direction had not been given.
The power given by this Article shall not be limited by any special power given to the Directors
by these Articles and a meeting of the Directors at which a quorum is present may exercise all

powers exercisable by the Directors.
Shareholders’ reserve power

The shareholders may, by special resolution, direct the Directors to take, or refrain from taking,

specified action.

No such special resolution invalidates anything which the Directors have done before the passing

of the resolution.
Clearing House regulations and other matters

Rules, regulations and contract terms and conditions (in these Articles called the Rules) may
from time to time be adopted by the Company for the purposes of acting as a central
counterparty and clearing house and for regulating the conduct of business of the Company as a
Recognised Clearing House pursuant to the Financial Services and Markets Act 2000 (as
amended or superseded), including provision for issue, suspension, and withdrawat of clearing
rights and appeals in connection therewith, for the charging of subscriptions, levies and other
imposts, for facilitating the conduct of clearing on, and guaranteeing or undertaking the carrying
out of contracts, for purposes connected with recognition of the Company for the relevant
statutory purposes and such other purposes as the Company may think fit. The Rules may be
adopted, added to, revoked or amended:
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6.1.1

7.1

7.2

7.3

8.1

8.2

9.1

9.2

10

10.1

by the Directors (or any committee appointed by them for such purpose) subject to the

provisions of these Articles;

by the Directors (or any committee appointed by them for such purpose) pursuant to any

express power conferred upon them by the Rules; or

in such other manner as may be expressly provided for in the Rules.
Directors may delegate

Subject to the Articles, the Directors may delegate any of the powers which are conferred on
them under the Articles to such person or committee, by such means (including by power of
attorney), to such an extent, in relation to such matters or territories and on such terms and

conditions as they think fit.

If the Directors so specify, any such delegation may authorise further delegation of the Directors'

powers by any person to whom they are delegated.

The Directors may revoke any delegation in whole or part, or alter its terms and conditions.
Committees

Committees to which the Directors delegate any of their powers must follow procedures which
are based as far as they are applicable on those provisions of the Articles which govern the

taking of decisions by Directors.

The Directors may make rules of procedure for all or any committees, which prevail over rules

derived from the Articles if they are not consistent with them.

DECISION MAKING BY DIRECTORS

Directors to take decisions collectively

The general rule about decision-making by Directors is that any decision of the Directors must be

either a majority decision at a meeting or a decision taken in accordance with Article 10.

If the Company only has one Director and no provision of the Articles requires it to have more
than one Director, the general rule does not apply, and the Director may take decisions without

regard to any of the provisions of the Articles relating to Directors' decision-making.
Unanimous decisions

A decision of the Directors is taken in accordance with this Article when all eligible Directors

indicate to each other by any means that they share a common view on a matter.
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10.2

10.3

10.4

11

12

121

12.2

12.3

13

13.1

Such a decision may take the form of a resolution in writing, copies of which have been signed by
each eligible Director or to which each eligible Director has otherwise indicated agreement in

writing.

References in this Article to eligible Directors are to Directors who would have been entitled to
vote on the matter had it been proposed as a resolution at a Directors' meeting and whose vote

would have counted in respect of such matter.

A decision may not be taken in accordance with this Article if the eligible Directors would not

have formed a quorum at such a meeting.
Calling a Directors' meeting

Any Director may call a Directors' meeting by giving notice of the meeting to the Directors or by

authorising the Secretary (if any) to give such notice,

Notice of any Directors' meeting must indicate its proposed date and time, where it is to take
place and, if it is anticipated that Directors participating in the meeting will not be in the same

place, how it is proposed that they should communicate with each other during the meeting.
Notice of a Directors' meeting must be given to each Director, but need not be in writing.

Notice of a Directors' meeting need not be given to Directors who waive their entitlement to
notice of that meeting, by giving notice to that effect to the Company not more than seven days
after the date on which the meeting is held. Where such notice is given after the meeting has

been held, that does not affect the validity of the meeting, or of any business conducted at it.
Participation in Directors’ meeting

Subject to the Articles, Directors participate in a Directors’ meeting, or part of a Directors’
meeting, when the meeting has been called and takes place in accordance with the Articles and
they can each communicate to the others any information or opinions they have on any particular

item of the business of the meeting.

In determining whether Directors are participating in a Directors’ meeting, it is irrelevant where

any Director is or how they communicate with each other.

If all the Directors participating in a meeting are not in the same place, they may decide that the
meeting is to be treated as taking place wherever any of them is.

Quorum for Directors’ meetings

At a Directors' meeting, unless a quorum is participating, no proposal is to be voted on, except a

proposal to call another meeting.
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13.2

13.3

14

14.1

14.2

14.3

14.4

15

151

15.2

16

16.1

16.1.1

16.1.2

16.1.3

The quorum for Directors' meetings may be fixed from time to time by a decision of the Directors,

but it must never be less than two, and unless otherwise fixed it is two.

If the total number of Directors for the time being is less than the quorum required, the Directors
must not take any decision other than a decision to appoint further Directors or to call a general

meeting so as to enable the shareholders to appoint further Directors.
Chairing of Directors’ meetings

The Directors may appoint a Director to chair their meetings.

The person so appointed for the time being is known as the chairman.

The Directors may terminate the chairman's appointment at any time.

If the chairman is not participating in a Directors' meeting within ten minutes of the time at which

it was to start, the participating Directors must appoint one of themselves to chair it.
Casting vote

if the numbers of votes for and against a proposal are equal, the chairman or other Director

chairing the meeting has a casting vote.

But this does not apply if, in accordance with the Articles, the chairman or other Director is not to

be counted as participating in the decision-making process for quorum or voting purposes.
Conflicts of Interest

Subject to the provisions of the Companies Acts and to complying with Article 16.2, a Director
notwithstanding his office:

may be a party to or otherwise be interested in any transaction or arrangement with the
Company or in which the Company is otherwise interested or in which any Company which

has an interest in the Company is interested;

may hold any other office or place of profit under the Company (except that of auditor or of
auditor of a subsidiary of the Company) in conjunction with the office of Director and may act
by himself or through his firm in a professional capacity for the Company, and in any such
case on such terms as to remuneration and otherwise as the Board may arrange, either in

addition to or in lieu of any remuneration provided for by any other Article;

may be a director or other officer of, or employed by, or a party to any transaction or
arrangement with or otherwise interested in, any Company promoted by the Company or in

which the Company is otherwise interested or which has an interest in the Company; and
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16.1.4

16.2

16.3

16.3.1

16.3.2

16.4

16.4.1

16.4.2

16.4.3

16.5

shall not be liable to account to the Company for any profit, remuneration or other benefit
realised by any office or employment or from any transaction, arrangement or proposal or
from any interest in any body corporate, no such transaction, arrangement or proposal shall
be liable to be avoided on the grounds of any such interest or benefit nor shall the receipt of
any such profit, remuneration or any other benefit constitute a breach of his duty under the

Companies Acts or under the law not to accept benefits from third parties.

Subject to Article 16.3, a Director shall declare the nature and extent of any interest permitted
under this Article at a meeting of the Directors, or, in the case of a transaction or arrangement

with the Company, in the manner set out in the Companies Acts.

A Director need not declare an interest in the case of a transaction or arrangement with the

Company:

if, or to the extent that, the other Directors are already aware of the interest (and for this
purpose the other Directors will be treated as aware of anything of which they ought

reasonably to be aware); or

if, or to the extent that, it concerns the terms of his service coniract (as defined in section 227
CA 2006) that have been or are to be considered by a meeting of the Directors or by a

committee of the Directors appointed for the purpose under these Articles.

Where the existence of a Director’s relationship with another person is authorised by the Board
pursuant to the Companies Acts (and subject to any limits or conditions imposed by the Board) or
if Article 16.1 applies to the relationship, the Director shall not be in breach of the general duties

he owes to the Company under the Companies Acts because he:

absents himself from meetings of the Board at which any matter relating to the conflict of
interest or possible conflict of interest will or may be discussed or from the discussion of any

such matter at a meeting or otherwise;

makes arrangements not to receive documents and information relating to any matter which
gives rise to the conflict of interest or possible conflict of interest sent or supplied by the
Company and/or makes arrangements for such documents and information to be received

and read by a professional adviser; or

fails to disclose to the Board or to any Director or other officer or employee of the Company
any information which he obtains otherwise than as a Director and in respect of which he has
a duty of confidentiality to another person; and/or fails to use or apply any such information

in performing his duties as a Director.

Subject to these Articles, the Board may cause the voting rights conferred by the shares in any

other Company held or owned by the Company or any power of appointment to be exercised in
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16.6

16.7

16.8

16.9

16.10

16.11

17

18

such manner in all respects as it thinks fit (including the exercise of voting rights in favour of any
resolution appointing the Directors or any of them as Directors or officers of the other Company
or in favour of the payment of remuneration to the Directors or officers of the other Company),

and a Director may vote on and be counted in the quorum in relation to any of these matters.

Except as otherwise provided in these Articles a Director is to be counted as participating in the
decision-making process for quorum or voting purposes on a proposed decision of the Directors
which is concerned with an actual or proposed transaction or arrangement with the Company in

which that Director is interested.

A Director who is interested in a transaction or arrangement with the Company in relation to the
Director's own appointment to office or employment with the Company, or the variation of the
terms thereof, or termination of his appointment or employment, is not to be counted as
participating in the decision-making process, and is not entitied to vote on or agree to a proposal

relating to it.

The Company may by ordinary resolution disapply the provision of the Articles which wouid

otherwise prevent a Director from being counted as participating in the decision-making process.

For the purposes of this Article, references to proposed decisions and decision-making

processes include any Directors’ meeting or part of a Directors’ meeting.

Subject to Article 16.11, if a question arises at a meeting of Directors or of a committee of
Directors as to the right of a Director to participate in the meeting (or part of the meeting) for
voting or quorum purposes, the guestion may, before the conclusion of the meeting, be referred
to the chairman whose ruling in relation to any director other than the chairman is to be final and

conclusive.

If any question as to the right to participate in the meeting (or part of the meeting) should arise in
respect of the chairman, the question is to be decided by a decision of the Directors at that
meeting, for which purpose the chairman is not to be counted as participating in the meeting (or

that part of the meeting) for voting or quorum purposes.
Records of decisions to be kept

The Directors must ensure that the Company keeps a record, in writing, for at least 10 years
from the date of the decision recorded, of every unanimous or majority decision taken by the

Directors.
Directors’ discretion to make further rules

Subject to the Articles, the Directors may make any rule which they think fit about how they take

decisions, and about how such rules are to be recorded or communicated to Directors.
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APPOINTMENT OF DIRECTORS

19 First Directors

The first Directors shall be appointed in writing by completion of the statement required to be
delivered for registration by section 12 CA 2006.

20 Methods of appointing Directors

201 Subject to Article 20.2, any person who is willing to act as a Director and is permitted by law to do
s0 may be appointed to be a Director by an instrument in writing pursuant to Article 21.2 or by a

decision of the Directors.

20.2 Subject to the Articles, and provided it is satisfied that the appointment of such persons would not
prejudice the Company’s status (as appropriate) from time to time as a “Recognised Clearing
House" under the Financial Services and Markets Act 2000 (as amended or superseded) or any
other recognition or status granted to or being sought by the Company pursuant to any law or
regulation, the Board may appoint such persons as it sees fit and who are willing to act as

directors, either to fill a vacancy or as an addition to the Board.

20.3 In any case where, as a result of death, the Company has no shareholders and no Directors, the
personal representatives of the last shareholder to have died have the right, by notice in writing,

to appoint a person to be a Director.

20.4 For the purposes of Article 20.3, where two or more shareholders die in circumstances rendering
it uncertain who was the last to die, a younger shareholder is deemed to have survived an older

shareholder.
21 Termination of Director’s appointment

211 A person ceases to be a Director as soon as:

21.1.1 that person ceases to be a Director by virtue of any provision of the CA 2006 or is prohibited

from being a director by law;

21.1.2 he, or a company clearing at the Clearing House of which he is a director or an employee, is
found guilty of a serious disciplinary offence under the Rules of the Clearing House or under

the rules of any other regulatory body;

21.1.3 he is found guilty of any criminal offence which or becomes subject to any judgement which,
in the opinion of the Board, adversely affects his fitness and propriety to act as a Director of

the Company,
21.1.4 a bankruptcy order is made against that person;

CFD-#7355879-v3 10



21.1.5

21.1.6

21.1.7

211.8

2119

21.1.10

21.1.11

21.1.12

21.1.13

21.1.14

21.2

a composition is made with that person's creditors generally in satisfaction of that person's
debts;

a registered medical practitioner who is treating that person gives a written opinion to the
Company stating that that person has become physically or mentally incapable of acting as a

director and may remain so for more than three months;

by reason of that person's mental health, a court makes an order which wholly or partly
prevents that person from personally exercising any powers or rights which that person

would otherwise have;

he is absent, without the permission of the Board, from Board Meetings for six consecutive

times and the Board resolves that his office be vacated;

his co-directors reasonably resolve that as a result of his continuing as a Director, the
Company's status or prospective status from time to time as a “Recognised Clearing House”
under the Financial Services and Markets Act 2000 {as amended or superseded) or any
other recognition or status granted to or being sought by the Company pursuant to any law
or regulation could be endangered or materially adversely affected or compromised as a

result of his membership of the Board;

his co-directors reasonably resolve that he is no longer a fit and proper person to act as the
director of a “Recognised Clearing House” under the Financial Services and Market Act 2000

(as amended or superseded);

notification is received by the Company from the Director that the Director is resigning from

office, and such resignation has taken effect in accordance with its terms;
where he has been appointed for a fixed term, the term expires;

he ceases to be eligible for appointment as a Director;

he is removed from office pursuant to Article 21.2.

Without prejudice to the powers of the Company under section 168 CA 2006 to remove a Director
by ordinary resolution, a shareholder or shareholders who for the time being hold(s) more than
one half of the issued ordinary shares shall have the power from time to time and at any time to
appoint any person or persons as a Director or Directors and to remove from office any Director
howsoever appointed. Any such appointment or removal shall be effected by an instrument in
writing authenticated by the shareholder or shareholders making the same or (in the case of a
shareholder being a corporation) authenticated on its behalf by one of its directors or its secretary

and shall take effect when received at the Office.
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21.3

22

221

22.2

223

22.4

23

231

24

25

25.1

If the office of a Director is vacated for any reason, he shall cease to be a member of any

committee of the Board.
Directors’ remuneration

Directors may undertake any services for the Company that the Directors decide.

Directors are entitled to such remuneration as the Directors determine for their services to the

Company as Directors and for any other service which they undertake for the Company.

Subject to the Articles, a Director's remuneration may take any form and include any
arrangements in connection with the payment of a pension, allowance or gratuity, or any death,

sickness or disability benefits, to or in respect of that Director.
Unless the Directors decide otherwise, Directors’ remuneration accrues from day to day.
Directors’ expenses

The Directors may, subject to the approval of the Board, be paid all travelling, hotel and other
reasonable expenses properly incurred by them in connection with their attendance at meetings
of Directors or committees of directors or general meetings or separate meetings of the Company
or otherwise in connection with the exercise of their powers and the discharge of their duties and

responsibilities in relation to the Company.

PART 3
SHARES AND DISTRIBUTIONS
SHARES

Share capital

The Directors may exercise any power of the Company to allot shares as if section 561 CA
2006 or section 89(1) CA 1985 (as appropriate) did not apply to the allotment, or to grant rights

to subscribe for or to convert any security into shares.
Powers to issue different classes of share

Subject to the Articles, but without prejudice o the rights attached to any existing share, the
Company may issue shares with such rights or restrictions as may be determined by ordinary

resolution.
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252

26

26.1

26.2

27

28

281

28.2

28.3

28.4

28.5

29

201

292

The Company may issue shares which are to be redeemed, or are liable to be redeemed at the
option of the Company or the shareholder, and the Directors may determine the terms, conditions

and manner of redemption of any such shares.
Payment of commissions on subscription for shares

The Company may pay any person a commission in consideration for that person subscribing, or

agreeing or subscribe, for shares or procuring, or agreeing to procure, subscriptions for shares.

Any such commission may be paid in cash, or in fully paid or partly paid shares or other
securities, or partly in one way and partly in the other and in respect of a conditional or an

absolute subscription.
Company not bound by less than absolute interests

Except as required by law, no person is to be recognised by the Company as holding any share
upon any frust, and except as otherwise required by law or the Articles, the Company is not in
any way to be bound by or recognise any interest in a share other than the holder's absolute

ownership of it and all the rights attaching to it.
Share certificates

The Company must issue each shareholder, free of charge, with one or more certificates in

respect of the shares which that shareholder holds.

Every certificate must specify in respect of how many shares, and of what class, it is issued, the

nominal value of those shares and any distinguishing numbers assigned to them.
No certificate may be issued in respect of shares of more than one class.
If more than one person holds a share, only one certificate may be issued in respect of it.

Certificates must have affixed to them the Company's common seal or be otherwise executed in
accordance with the CA 2006.

Replacement share certificates

If a certificate issued in respect of a shareholder's shares is damaged or defaced or said to be
lost, stolen or destroyed, that shareholder is entitled to be issued with a replacement certificate in

respect of the same shares.

A shareholder exercising the right to be issued with such a replacement certificate may at the
same time exercise the right to be issued with a single certificate or separate certificates, must

return the certificate which is to be replaced to the Company if it is damaged or defaced and must
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30

301

30.2

30.3

31

311

31.2

31.3

31.4

31.41

31.4.2

comply with such conditions as to evidence, indemnity and the payment of a reasonable fee as

the Directors decide.
Company'’s lien over shares

The Company has a lien (the Company’s lien) over every share (whether or not fully paid) for
any indebtedness or other liability to the Company of any shareholder (whether the shareholder
is the sole or joint holder of the share), whether payable immediately or at some time in the future

and, in the case of a partly paid share, whether or not a call notice has been sent in respect of it.

The Company's lien over a share takes priority over any third party's interest in that share and
extends to any dividend or other money payable by the Company in respect of that share and (if

the lien is enforced and the share is sold by the Company) the proceeds of sale of that share.

The Directors may at any time decide that a share which is or would otherwise be subject to the

Company's lien shall not be subject to it, either wholly or in part.
Enforcement of the Company’s lien

Subject to the provisions of this Article, if a lien enforcement notice has been given in respect of a
share and the person to whom the notice was given has failed to comply with it, the Company

may sell that share in such manner as the Directors decide.

A lien enforcement notice may only be given in respect of a share which is subject to the
Company's lien, must specify the share concerned, must require payment of the sum payable
within 14 days of the notice, must be addressed either to the holder of the share or {o a person
entitted to it by reason of the holder's death, bankruptcy or otherwise and must state the

Company's intention to sell the share if the notice is not complied with.

Where shares are sold under this Article, the Directors may authorise any person to execute an
instrument of transfer of the shares to the purchaser or a person nominated by the purchaser, the
transferee is not bound to see to the application of the consideration and the transferee's title is

not affected by any irregularity in or invalidity of the process leading to the sale.

The net proceeds of any such sale (after payment of the costs of sale and any other costs of

enforcing the lien) must be applied:

first, in payment of so much of the sum for which the lien exists as was payable at the date of

the lien enforcement notice,

second, to the person entitled to the shares at the date of the sale, but only after the
certificate for the shares sold has been surrendered to the Company for cancellation or a

suitable indemnity has been given for any lost certificates, and subject to a lien equivalent to
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31.5

32

321

32.2

32.3

32.4

33

33.1

33.2

33.3

the Company's lien over the shares before the sale for any money payable in respect of the

shares after the date of the lien enforcement notice.

A statutory declaration by a Director or the Secretary (if any) that the declarant is a Director or the
Secretary and that a share has been sold to satisfy the Company's lien on a specified date is
conclusive evidence of the facts stated in it as against all persons claiming to be entitled to the
share and, subject to compliance with any other formalities of transfer required by the Articles or

by law, constitutes a good title to the share.
Call notices

Subject to the Articles and the terms on which shares are allotted, the Directors may send a
notice (a call notice) to a shareholder requiring the shareholder to pay the Company a specified
sum of money (a call) which is payable in respect of shares which that shareholder holds at the

date when the Directors decide to send the call notice.

A call notice may not require a shareholder to pay a call which exceeds the total sum unpaid on
that shareholder's shares (whether as to the share's nominal value or any amount payable to the
Company by way of premium), must state when and how any call to which it relates it is to be

paid and may permit or require the call to be paid by instalments.

A shareholder must comply with the requirements of a call notice, but no shareholder is obliged

to pay any call before 14 days have passed since the notice was sent.

Before the Company has received any call due under a call notice the Directors may, by a further
notice in writing to the shareholder in respect of whose shares the call is made, revoke it wholly

or in part or specify a later time for payment than is specified in the call notice.
Liability to pay calls

Liability to pay a call is not extinguished or transferred by transferring the shares in respect of

which it is required to be paid.
Joint holders of a share are jointly and severally liable to pay all calls in respect of that share.

Subject to the terms on which shares are allotted, the Directors may, when issuing shares,
provide that call notices sent to the holders of those shares may require them to pay calls which

are not the same or to pay calls at different times.
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Failure to comply with call notice: automatic consequences

If a person is liable to pay a call and fails to do so by the call payment date the Directors may
issue a notice of intended forfeiture to that person and, until the call is paid, that person must pay

the Company interest on the call from the call payment date at the relevant rate.
For the purposes of this Article:

the call payment date is the time when the call notice states that a call is payable, unless the
Directors give a notice specifying a later date, in which case the call payment date is that

later date;
the relevant rate is:

(a) the rate fixed by the terms on which the share in respect of which the call is due was

allotted;

(b) such other rate as was fixed in the call notice which required payment of the call, or has

otherwise been determined by the Directors; or
(c) if norate is fixed in either of these ways, the appropriate rate (as defined by CA 2006).

The Directors may waive any obligation to pay interest on a call wholly or in part.
When call notice need not be issued

A call notice need not be issued in respect of sums which are specified, in the terms on which a
share is issued, as being payable to the Company in respect of that share (whether in respect of
nominal value or premium) on allotment, on the occurrence of a particular event or on a date

fixed by or in accordance with the terms of issue.

But if the due date for payment of such a sum has passed and it has not been paid, the holder of
the share concerned is treated in all respects as having failed to comply with a call notice in
respect of that sum, and is liable to the same consequences as regards the payment of interest

and forfeiture.
Notice of intended forfeiture

A notice of intended forfeiture may be sent in respect of any share in respect of which a call has
not been paid as required by a call notice, must be sent to the holder of that share or to a
person entitled to it by reason of the holder's death, bankruptcy or otherwise, must require
payment of the call and any accrued interest by a date which is not less than 14 days after the
date of the notice, must state how the payment is to be made and must state that, if the notice is

not complied with, the shares in respect of which the call is payable will be liable to be forfeited.

CFD-#7355879-v3 16



37

38

38.1

38.2

38.3

38.3.1

38.3.2

38.3.3

38.3.4

38.3.5

38.4

39

39.1

Directors’ power to forfeit shares

If a notice of intended forfeiture is not complied with before the date by which payment of the
call is required in the notice of intended forfeiture, the Directors may decide that any share in
respect of which it was given is forfeited, and the forfeiture is to include all dividends or other

moneys payable in respect of the forfeited shares and not paid before the forfeiture.
Effect of forfeiture

Subject to the Articles, the forfeiture of a share extinguishes all interests in that share, all claims
and demands against the Company in respect of it and all other rights and liabilities incidental to

the share as between the person whose share it was prior to the forfeiture and the Company.

Any share which is forfeited in accordance with the Articles is deemed to have heen forfeited
when the Directors decide that it is forfeited, is deemed to be the property of the Company and

may be sold, re-allotted or otherwise disposed of as the Directors think fit.
If a person's shares have been forfeited:

the Company must send that person notice that forfeiture has occurred and record it in the

register of shareholders;
that person ceases to be a shareholder in respect of those shares;

that person must surrender the certificate for the shares forfeited to the Company for

cancellation;

that person remains liable to the Company for all sums payable by that person under the
Articles at the date of forfeiture in respect of those shares, including any interest (whether

accrued before or after the date of forfeiture); and

the Directors may waive payment of such sums wholly or in part or enforce payment without
any allowance for the value of the shares at the time of forfeiture or for any consideration

received on their disposal.

At any time before the Company disposes of a forfeited share, the Directors may decide to cancel
the forfeiture on payment of all calls and interest due in respect of it and on such other terms as
they think fit.

Procedure following forfeiture

If a forfeited share is to be disposed of by being transferred, the Company may receive the
consideration for the transfer and the Directors may authorise any person to execute the

instrument of transfer.
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A statutory declaration by a Director or the Secretary (if any) that the declarant is a Director or the
Secretary and that a share has been forfeited on a specified date is conclusive evidence of the
facts stated in it as against all persons claiming to be entitled to the share and, subject to
compliance with any other formalities of transfer required by the Articles or by law, constitutes a

good title to the share.

A person to whom a forfeited share is transferred is not bound to see to the application of the
consideration (if any) nor is that person's title to the share affected by any irregularity in or

invalidity of the process leading to the forfeiture or transfer of the share.

If the Company sells a forfeited share, the person who held it prior to its forfeiture is entitied to
receive from the Company the proceeds of such sale, net of any commission and excluding any
amount which was, or would have become, payable and had not, when that share was forfeited,
been paid by that person in respect of that share, but no interest is payable to such a person in
respect of such proceeds and the Company is not required to account for any money earned on

them.

Share Transfers

Shares may be transferred by means of an instrument of transfer in any usual form or any other
form approved by the Directors, which is executed by or on behalf of the transferor and, unless

the share is fully paid, by or on behalf of the transferee.

No fee may be charged for registering any instrument of transfer or other document relating to or

affecting the title to any share.
The Company may retain any instrument of transfer which is registered.

The transferor remains the holder of a share until the transferee's name is entered in the register

of shareholders as holder of it.

The Directors may refuse to register the transfer of a share and, if they do so, the instrument of
transfer must be returned to the transferee with the notice of refusal unless they suspect that the

proposed transfer may be fraudulent.

Transmission of shares

If title to a share passes to a transmittee, the Company may only recognise the transmittee as

having any title to that share.

Nothing in these Articles releases the estate of a deceased shareholder from any liability in
respect of a share solely or jointly held by that shareholder.
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A transmittee who produces such evidence of entitlement to shares as the Directors may properly
require may, subject to the Articles, choose either to become the holder of those shares or to
have them transferred to another person and, subject to the Articles and pending any transfer of

the shares to another person, has the same rights as the holder had.

But transmittees do not have the right to attend or vote at a general meeting, or agree to a
proposed written resolution, in respect of shares to which they are entitied, by reason of the

holder's death or bankruptcy or otherwise, unless they become the holders of those shares.
Exercise of transmittees' rights

Transmittees who wish to become the holders of shares to which they have become entitled must

notify the Company in writing of that wish.

If the transmittee wishes to have a share transferred to another person, the transmittee must

execute an instrument of transfer in respect of it.

Any transfer made or executed under this Article is to be treated as if it were made or executed
by the person from whom the transmittee has derived rights in respect of the share, and as if the

event which gave rise to the transmission had not occurred.
Transmittees bound by prior notices

If a notice is given to a shareholder in respect of shares and a transmittee is entitied to those
shares, the transmittee is bound by the notice if it was given to the shareholder before the

transmittee's name has been entered in the register of shareholders.
Procedure for disposing of fractions of shares

This Article applies where there has been a consolidation or division of shares and, as a result,

shareholders are entitled to fractions of shares.

The Directors may sell the shares representing the fractions to any person including the
Company for the best price reasonably obtainable, authorise any person to execute an
instrument of transfer of the shares to the purchaser or a person nominated by the purchaser and

distribute the net proceeds of sale in due proportion among the holders of the shares.

Where any holder's entitlement to a portion of the proceeds of sale amounts to less than a
minimum figure determined by the Directors, that shareholder's portion may be distributed to an
organisation which is a charity for the purposes of the law of England and Wales, Scotland or

Northern lreland.
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The person to whom the shares are transferred is not obliged to ensure that any purchase money

is received by the person entitled to the refevant fractions.

The transferee's title to the shares is not affected by any irregularity in or invalidity of the process

leading to their sale.
DISTRIBUTIONS

Procedure for declaring dividends

The Company may by ordinary resolution declare dividends, and the Directors may decide to pay

interim dividends.

A dividend must not be declared unless the Directors have made a recommendation as to its

amount. Such a dividend must not exceed the amount recommended by the Directors.

No dividend may be declared or paid unless it is in accordance with shareholders' respective

rights.

Unless the shareholders' resolution to declare or Directors' decision to pay a dividend, or the
terms on which shares are issued, specify otherwise, it must be paid by reference to each

shareholder's holding of shares on the date of the resolution or decision to declare or pay it.

If the Company's share capital is divided into different classes, no interim dividend may be paid
on shares carrying deferred or non-preferred rights if, at the time of payment, any preferential

dividend is in arrear.

The Directors may pay at intervals any dividend payable at a fixed rate if it appears to them that

the profits available for distribution justify the payment.

If the Directors act in good faith, they do not incur any liability to the holders of shares conferring
preferred rights for any loss they may suffer by the lawful payment of an interim dividend on

shares with deferred or non-preferred rights.
Calculation of dividends

Except as otherwise provided by the Articles or the rights attached to shares, all dividends must
be declared and paid according to the amounts paid up on the shares on which the dividend is
paid and apportioned and paid proportionately to the amounts paid up on the shares during any

portion or portions of the period in respect of which the dividend is paid.

If any share is issued on terms providing that it ranks for dividend as from a particular date, that

share ranks for dividend accordingly.
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For the purposes of calculating dividends, no account is to be taken of any amount which has

been paid up on a share in advance of the due date for payment of that amount.
Payment of dividends and other distributions

Where a dividend or other sum which is a distribution is payable in respect of a share, it must be

paid by one or more of the following means:

transfer to a bank or building society account specified by the distribution recipient either in

writing or as the Directors may otherwise decide;

sending a cheque made payable to the distribution recipient by post to the distribution
recipient at the distribution recipient's registered address (if the distribution recipient is a
holder of the share), or (in any other case) to an address specified by the distribution

recipient either in writing or as the Directors may otherwise decide;

sending a cheque made payable to such person by post to such person at such address as
the distribution recipient has specified either in writing or as the Directors may otherwise

decide; or

any other means of payment as the Directors agree with the distribution recipient either in

writing or by such other means as the Directors decide.

In the Articles, the distribution recipient means, in respect of a share in respect of which a
dividend or other sum is payable, the holder of the share or, if the share has two or more joint
holders, whichever of them is named first in the register of shareholders or, if the holder is no
longer entitled to the share by reason of death, bankruptcy or otherwise by operation of law, the

transmittee.
Deductions from distributions in respect of sums owed to the Company

If a share is subject to the company’s lien, and the Directors are entitled to issue a lien
enforcement notice in respect of it, they may, instead of issuing a lien enforcement notice, deduct
from any dividend or other sum payable in respect of the share any sum of money which is
payable to the Company in respect of that share to the extent that they are entitled to require

payment under a lien enforcement notice.
Money so deducted must be used to pay any of the sums payable in respect of that share.
The Company must notify the distribution recipient in writing of:

the fact and amount of any such deduction;
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any non-payment of a dividend or other sum payable in respect of a share resulting from any

such deduction; and

how the money deducted has been applied.

No interest on distributions

The Company may not pay interest on any dividend or other sum payable in respect of a share
unless otherwise provided by the terms on which the share was issued or the provisions of

another agreement between the holder of that share and the Company.

Unclaimed distributions

All dividends or other sums which are payable in respect of shares and unclaimed after having
been declared or become payable may be invested or otherwise made use of by the Directors for

the benefit of the Company until claimed.

The payment of any such dividend or other sum into a separate account does not make the

Company a trustee in respect of it.

If twelve years have passed from the date on which a dividend or other sum became due for
payment and the distribution recipient has not claimed it, the distribution recipient is no longer

entitled to that dividend or other sum and it ceases to remain owing by the Company.

Non-cash distributions

Subject to the terms of issue of the share in question, the Company may, by ordinary resolution
on the recommendation of the Directors, decide to pay all or part of a dividend or other
distribution payable in respect of a share by transferring non-cash assets of equivalent value

(including, without limitation, shares or other securities in any company).

For the purposes of paying a non-cash distribution, the Directors may make whatever
arrangements they think fit, including, where any difficulty arises regarding the distribution, fixing
the value of any assets, paying cash to any distribution recipient on the basis of that value in

order to adjust the rights of recipients and vesting any assets in trustees.

Waiver of distributions

Distribution recipients may waive their entitlement to a dividend or other distribution payable in
respect of a share by giving the Company notice in writing to that effect but, if the share has more
than one holder or more than one person is entitled to the share, whether by reason of the death
or bankruptcy of one or more joint holders or otherwise, the notice is not effective unless it is

expressed to be given, and signed, by all the holders or persons otherwise entitled to the share.
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Capitalisation of profits

Subject to the Articles, the Directors may, if they are so authorised by an ordinary resolution:

decide to capitalise any profits of the Company (whether or not they are available for

distribution) which are not required for paying a preferential dividend, or any sum standing to

the credit of the Company's share premium account or capital redemption reserve; and

appropriate any sum which they so decide to capitalise (a capitalised sum) to the persons

who would have been entitled to it if it were distributed by way of dividend (the persons

entitled) and in the same proportions.

Capitalised sums must be applied on behaif of the persons entitled and in the same proportions

as a dividend would have been distributed to them.

Any capitalised sum may be applied in paying up new shares of a nominal amount equal to the

capitalised sum which are then allotted credited as fully paid to the persons entitled or as they

may direct.

A capitalised sum which was appropriated from profits available for distribution may be applied in
or towards paying up any amounts unpaid on existing shares held by the persons entitled or in

paying up new debentures of the Company which are then allotted credited as fully paid to the

persons entitled or as they may direct.

Subject to the Articles the Directors may:

apply capitalised sums in accordance with Articles 53.3 and 53.4 partly in one way and partly

in another;

make such arrangements as they think fit to deal with shares or debentures becoming
distributable in fractions under this Article (including the issuing of fractional certificates or

the making of cash payments); and

authorise any person to enter into an agreement with the Company on behalf of all the
persons entitled which is binding on them in respect of the allotment of shares and

debentures to them under this Article.

PART 4

DECISION-MAKING BY SHAREHOLDERS

ORGANISATION OF GENERAL MEETINGS
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Shareholders can call general meeting if not enough Directors

If the Company has insufficient Directors to call a general meeting and the Director (if any) is
unable or unwilling to appoint sufficient Directors to make up a quorum or to call a general
meeting to do so, then any shareholder may call a general meeting (or instruct the Secretary (if

any) to do so).
Attendance and speaking at general meetings

A person is able to exercise the right to speak at a general meeting when that person is in a
position to communicate to all those attending the meeting, during the meeting, any information

or opinions which that person has on the business of the meeting.

A person is able to exercise the right to vote at a general meeting when that person is able to
vote, during the meeting, on resolutions put o the vote at the meeting and his vote can be taken
into account in determining whether or not such resolutions are passed at the same time as the

votes of all the other persons attending the meeting.

The Directors may make whatsoever arrangements they consider appropriate to enable those

attending a general meeting to exercise their rights to speak or vote at it.

In determining attendance at a general meeting, it is immaterial whether any two or more

shareholders attending it are in the same place as each other.

Two or more persons who are not in the same place as each other attend a general meeting if
their circumstances are such that if they have (or were to have) rights to speak and vote at that

meeting, they are (or would be) able to exercise them.
Quorum for general meetings

No business other than the appointment of the chairman of the meeting is to be transacted at a

general meeting if the persons attending it do not constitute a quorum.
Chairing general meetings

If the Directors have appointed a chairman, the chairman shall chair general meetings if present

and willing to do so.

If the Directors have not appointed a chairman, or if the chairman is unwilling to chair the meeting
or is not present within ten minutes of the time at which a meeting was due to start, the Directors
present or (if no Directors are present) the meeting must appoint a Director or shareholder to
chair the meeting and the appointment of the chairman of the meeting must be the first business

of the meeting.
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The person chairing a meeting in accordance with this Article is referred to as the chairman of

the meeting.
Attendance and speaking by Directors and non-shareholders

Directors may attend and speak at general meetings, whether or not they are shareholders.

The chairman of the meeting may permit other persons, who are not sharehoiders of the
Company or otherwise entitled to exercise the rights of shareholders in relation to general

meetings, to attend and speak at a general meeting.
Adjournment

If the persons attending a general meeting within half an hour of the time at which the meeting
was due to start do not constitute a quorum, or if during a meeting a quorum ceases to be

present, the chairman of the meeting must adjourn it.

The chairman of the meeting may adjourn a general meeting at which a quorum is present if the
meeting consents to an adjournment or if it appears to the chairman of the meeting that an
adjournment is necessary 1o protect the safety of any person attending the meeting or to ensure

that the business of the meeting is conducted in an orderly manner.
The chairman of the meeting must adjourn a general meeting if directed to do so by the meeting.
When adjourning a general meeting, the chairman of the meeting must:

either specify the time and place to which it is adjourned or state that it is to continue at a

time and place to be fixed by the Directors, and

have regard to any directions as to the time and place of any adjournment which have been

given by the meeting.

If the continuation of an adjourned meeting is to take place more than 14 days after it was
adjourned, the Company must give at least 7 clear days' notice of it to the same persons to
whom notice of the Company's general meetings is required to be given and containing the same

information which the original notice was required to contain.

No business may be transacted at an adjourned general meeting which could not properly have

been transacted at the meeting if the adjournment had not taken place.

VOTING AT GENERAL MEETINGS
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Voting: general

A resolution put to the vote of a general meeting must be decided on a show of hands unless a

poll is duly demanded in accordance with the Articles.
Errors and disputes

No objection may be raised to the qualification of any person voting at a general meeting except
at the meeting or adjourned meeting at which the vote objected to is tendered, and every vote not

disallowed at the meeting is valid.

Any such objection must be referred to the chairman of the meeting, whose decision is final.
Poll votes

A poll on a resolution may be demanded either in advance of the general meeting where it is to
be put to the vote or at a general meeting (either before a show of hands on that resolution or

immediately after the result of a show of hands on that resolution is declared).

A poll may be demanded by the chairman of the meeting, by the Directors or by any person

having the right to vote on the resolution.

A demand for a poll may be withdrawn if the poll has not yet been taken and the chairman of the

meeting consents to the withdrawal.
Polls must be taken immediately and in such manner as the chairman of the meeting directs.
Form of proxy notices

An instrument appointing a proxy (a proxy notice) shall be in writing, executed by or on behalf of
the appointor and shall be in the following form (or in a form as near thereto as circumstances

allow or in any other form which is usual or which the Directors may approve):

‘ Limited

I/We, . of . being a
shareholder/shareholders of the above-named Company, hereby
appoint of , or failing him,

of as my/our proxy to vote in my/our namefs] and on my/our behalf at
the general meeting of the Company to be held on 20 and at any adjournment
thereof.

Signed on 20 7
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Where it is desired to afford shareholders an opportunity of instructing the proxy how he shall act
the instrument appointing a proxy (a proxy notice) shall be in the following form (or in a form as
near thereto as circumstances allow or in any other form which is usual or which the Directors

may approve):

“ Limited

I/We, , of , being a
shareholder/shareholders of the above-named Company, hereby
appoint of , or failing him,

of as my/our proxy to vote in my/our name[s] and on my/our behalf at
the general meeting of the Company to be held on 20 and at any adjournment

thereof.

This form is to be used in respect of the resolutions mentioned below as follows :
Resolution No 1 *for *against

Resolution No 2 *for *against.

*Strike out whichever is not desired.

Unless otherwise instructed, the proxy may vote as he thinks fit or abstain from voting.

Signed on 20 *°
Delivery of proxy notices

A person who is entitled to attend, speak or vote (either on a show of hands or on a poll) at a
general meeting remains so entitled in respect of that meeting or any adjournment of it, even

though a valid proxy notice has been delivered to the Company by or on behalf of that person.

An appointment under a proxy notice may be revoked by delivering to the Company a notice in
writing given by or on behalf of the person by whom or on whose behalf the proxy notice was

given.

A notice revoking a proxy appointment only takes effect if it is delivered before the start of the

meeting or adjourned meeting to which it relates.

If a proxy notice is not executed by the person appointing the proxy, it must be accompanied by
written evidence of the authority of the person who executed it to execute it on the appointor's
behalf.
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65 Amendments to resolutions

65.1 An ordinary resolution to be proposed at a general meeting may be amended by ordinary
resolution if;
65.1.1 notice of the proposed amendment is given to the Company in writing by a person entitled to

vote at the general meeting at which it is to be proposed not less than 48 hours before the
meeting is o take place (or such later time as the chairman of the meeting may determine),

and

65.1.2 the proposed amendment does not, in the reasonable opinion of the chairman of the

meeting, materially alter the scope of the resolution.

65.2 A special resolution to be proposed at a general meeting may be amended by ordinary resolution
if:

65.2.1 the chairman of the meeting proposes the amendment at the general meeting at which the

resolution is to be proposed, and

65.2.2 the amendment does not go beyond what is necessary to correct a grammatical or other

non-substantive error in the resolution.

65.3 If the chairman of the meeting, acting in good faith, wrongly decides that an amendment to a

resolution is out of order, the chairman’s error does not invalidate the vote on that resolution.
66 No voting of shares on which money owed to Company

No voting rights attached to a share may be exercised at any general meeting, at any
adjournment of it, or on any poll called at or in relation to it, unless all amounts payable to the

Company in respect of that share have been paid.

PART 5
ADMINISTRATIVE ARRANGEMENTS

67 Secretary

Subject to the provisions of the Companies Acts, the Secretary shall be appointed by the
Directors for such term, at such remuneration and upon such conditions as they may think fit;
and any Secretary so appointed may be removed by them. This Article only applies for so long

as the Company elects to have a Secretary.
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Notices

Subject to the Articles, anything sent or supplied by or to the Company under the Articles may be
sent or supplied in any way in which the CA 2006 provides for documents or information which
are authorised or required by any provision of CA 2006 to be sent or supplied by or to the

Company.

In the case of joint holders of shares, any notice or document may be given either to each of the
joint holders or to the holder whose name appears first in the register of shareholders. Anything
agreed or specified by the first-named joint holder in respect of a joint holding shall be binding on

all joint holders.

Notices or documents sent to shareholders by first class post, if proved to have been properly
addressed, prepaid and posted, shall be deemed, if sent to an address within the United
Kingdom, to have been received on the third working day after the envelope containing it was
posted or, if sent to an address outside the United Kingdom by airmail, on the sixth working day
after the envelope containing it was posted or, in the case of a notice in electronic form and
provided the Company is able to show that it was properly addressed, on the first working day

after the time it was sent.

Subject to the Articles, any notice or document to be sent or supplied to a Director in connection
with the taking of decisions by Directors may also be sent or supplied by the means by which that

Director has asked to be sent or supplied with such notices or documents for the time being.

A Director may agree with the Company that notices or documents sent to that Director in a
particular way are to be deemed to have been received within a specified time of their being sent,

and for the specified time to be less than 48 hours.
Company seals
Any common seal may only be used by the authority of the Directors.
The Directors may decide by what means and in what form any common seal is to be used.

Unless otherwise decided by the Directors, if the Company has a common seal and it is affixed to
a document, the document must also be signed by at least one authorised person in the

presence of a witness who attests the signature.

For the purposes of this Article, an authorised person is any Director, the Secretary (if any) or any
person authorised by the Directors for the purpose of signing documents to which the common

seal is applied.
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70

7

72

721

7211

72.1.2

72.2

72.3

73

73.1

73.2

No right to inspect accounts and other records

Except as provided by law or authorised by the Directors or an ordinary resolution of the
Company, no person is entitled to inspect any of the Company's accounting or other records or

documents merely by virtue of being a shareholder.
Provision for employees on cessation of business

The Directors may decide to make provision for the benefit of persons employed or formerly
employed by the Company or any of its subsidiaries (including, subject to the CA 2006, a
Director or former Director or shadow Director) in connection with the cessation or transfer to

any person of the whole or part of the undertaking of the Company or that subsidiary.

DIRECTORS’ INDEMNITY AND INSURANCE

Indemnity

Subject to Article 72.2, a relevant officer of the Company or an associated company may be

indemnified out of the Company’s assets against:

any liability incurred by that officer in connection with any negligence, default, breach of duty

or breach of trust in relation to the Company or an associated company;

any other liability incurred by that officer as an officer of the Company or an associated

company.

Article 72.1 does not authorise any indemnity which would be prohibited or rendered void by any

provision of the Companies Acts or by any other provision of law.

In this Article companies are associated if one is a subsidiary of the other or both are
subsidiaries of the same body corporate and a relevant officer means any director, former

director or other officer of the Company or an associated company (but not its auditor).
Insurance

The Directors may decide to purchase and maintain insurance, at the expense of the Company,

for the benefit of any relevant officer in respect of any relevant loss.

In this Article:
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73.2.1 a relevant officer means any director or former director of the Company or an associated
company, any other officer or employee or former officer or employee of the Company or an

associated company (but not its auditor);

73.2.2 a relevant loss means any loss or liability which has been or may be incurred by a relevant
officer in connection with that relevant officer’s duties or powers in relation to the Company, any
associated company or any pension fund or employees’ share scheme of the Company or an

associated company; and

73.2.3 companies are associated if one is a subsidiary of the other or both are subsidiaries of the same

body corporate.
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ﬁf/‘lAME, ADDRESS AND DESCRIPTION
~ OF SUBSCRIBER

Number of Shares taken
by Subscriber (in words)

CME Group, Inc.
20 South Wacker Drive
Chicago, lllinois 60606

Delaware Corporation

One

CME Group, Inc.

DATED this 3\?15[160‘\ ......... 2009

WITNESS to the above signature:

Name: ébw AR

Address: 20 Souny Mac<BR DRIvE

CHICAGD , iinots,
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SUPPLEMENT S-1 — EXHIBIT A-2
Request:
Attach, as Exhibit A-2, the following:
Articles of association, constitution, or other similar organizational documents.
Response:

See Attachments A-2(1)-(3).
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SUPPLEMENT S-1 —EXHIBIT A-3
Request:
Attach, as Exhibit A-3, the following:
Q) Membership and trading participant agreements.
(@) Clearing agreements.

Response: See Exhibit A-3(1), and the attachments in Exhibit A-3 of the Form FBOT.

Page 1 of 1



SUPPLEMENT S-1 —EXHIBIT A-4

Request:

Attach, as Exhibit A-4, the national statutes, laws and regulations governing the activities
of the foreign board of trade and its respective participants.

Response: Please see Exhibit A-5in Form FBOT.



Dated 7 April 2014

CME CLEARING EUROPE LIMITED

CLEARING PROCEDURES

CFD-#14673507-v1



CFD-#14673507-v1



Contents

Clause Page
[ a1t o [N To1 1 o] o O T TP PP PP PPPPROP 1
MEMDBEISNIP PrOCEAUIE ...ttt e e oo e ettt e e e e e e s ab b bt e e e e e e e e s bbb beeeeaaeesannnbnneeas 2
1 [ a1 fo o [N To1 1 (o] o PO PP PP UPTPPP PPN 2
2 PN o] o] [Tot= 4[] g I ol fo ol =] S PP ETT TP 2
3 LCT=T L= = U =0 U1 =T g L= o] £ SRR 2
4 Asset classes which can be cleared by each Membership Category ......cccccvvvcviveeeieeeiiiiciiieeeeenn, 2
5 5] r= gL F= 1o X ot ot o T | PP PP 3
6 (@ T = I = L= To (U1 (=10 1= 016 SRR 3
7 (@0] | F= 1 =T = Ul =0 [T = 0 =T o] £ R 4
8 (O0] 011 4] oW |1 [o] 1 KT TP PP PP PP PP 4
9 Financial Reporting REGUINEMENTS ........o..iiiiieiee ettt e e e e e e e e b be e e e e e e e e snnneaeeas 4
10 Financial Statement FilINgS ..........ueiiiiiiii e e e e e e e 5
11  Disaster Recovery and BUSINESS CONLINUILY ......ooiiiiiiiiiiiieaieiiiiiiee et a e 6
12 IRS Membership REQUIFEMENTS ......coiii ittt e e e e e e s ibe e e e e e e e e snnbneeeas 7
RGN [0 1] {Tor=1 (o] o OO PR PP PPP P PPPPPPP 8
RiSK ManagemeENt PrOCEAUIE ..........ociiiieeie e e e eetieie e e s ettt e e e s e st e e e e e e s s sns e aeeeaeessansnstenneeeeesannnnneees 10
1 1o [T ox o] H PR P PP 10
2 POSItIONS aNd COHALETAL ........ccveiiiiee e 10
3 IRS Variation Requirement payment fIOWS ... 12
4 Margin Model and Par@meterS..........c.iciuuuiiiiieei e e s s e e e e e e s s s e e e e e s s aanae e e e e e e e s annreneees 13
5 Pricing @nd ValUBLION ........coiiiiiiiiice e e s s s e e e e e e s e e e e e e s snnante e e e e e e e e annrnneees 14
Clearing and SettlemMent PrOCEAUIE ............eiiiii ittt e e e et e e e e e e e e s b eeeeeaaeeaaannes 15
1 SUDMISSION OFf TFANSACLIONS ....cciiiiiie ittt e e s e e s s e e e s sereeee e e 15
2 Clearing System Modules and INfraStrUCLUIE ..........ooouuiiiiiiie e 16
3 Notifications in relation t0 IRS TranSACHONS .........oocuviriiiiiiie et 18
4 IRS credit limit MANAGEMENT ........oiiii e e e e e e e s abe e e e e e e e e s sanreeeeas 18
5 Submission of IRS Transactions through an affirmation platform.............ccooii, 20

CFD-#14673507-v1



6 IRS portfolio MIigration Vial EXCEI .......oooueiiiiiieeie ettt 21
7 Identification Of IRS TraNSACHONS ........coiuiiiiiiiiiie et 21
8 IRS Contract quantities and side-0f-Market...........cccuvvvrieii i 22
9 L ST oo 18] 0T o I 0= 1 = 1 22
10 IRS SEHEMENT CUIVE ..ottt e e e e nnre e s e ennes 22
11  Eligible Collateral and ValUation .............ccuveiiieeeiiiiiiieie e st e e e e s s ssieee e e e e e e s s snnreeeeeeeeesnnnnneees 23
12 Settlement Banks and TIMINGS ....oeeeieeiiiiiiiiiieee e iisieiieer e e e s s ssteeeeeeessssssteeeeeeeessssssseereeeesssnnsssseees 23
G N =T o= 1 (o B4 = o = SRS 24
14 =T o [0 £ S 25
15 | SR (=] o [0 £ S 26
16  Transfer of IRS Contracts pursuant to Rules 5.3 and 3A.6.........ccviiiiiiiiiiiiiiieeeee e 27
17  Time period for allocation of Exchange Contracts to the relevant Client Account....................... 28
S B O 1 1=T o) {0 o] o] ¢ SO SO PPRRTSTP 28
Guarantee FUNAS PrOCEAUIE ........coiiiiii ittt ettt e st et e e sbr e e e snneee s 29
1 1o [T ox o] o H PRSPPSO 29
2 Fund Size and COMPOSILION ......uuiiiiiiei i e e s e e e e e s e r e e e e s sannnre e e e e e e e e snnrnneees 29
3 Calculation of CONIDULIONS ........eiiiiiei e 29
4 Re-calculation of CONIIDULIONS .......coiiiiiiei e 30
5 Notification and Payment of CoNtribULIONS ..........occviiiiiiie e 31
6 Form and valuation of CONHDULIONS ..........ooiiiiiiiciec e 31
7 ASSESSIMIEINES ...ttt e e e s e e e e e e e s e e et e e e a e e e s 31
8 Distributions, Payments and Charges linked to Eligible ASSetS..........occcuiiiiiiiiiiiiii 32
9 IMISCEITANEOUS ...ttt ekt e et e e st e e s st e e e et e e e e nbre e e e annnes 32
Delivery ProCeAUIES (PArt A).....oooo ittt ettt e e e e ettt e e e e e e e sabbe et e e e e e e aanbbbeeeeaaeeeannnnneeas 33
1 [ a1 o o [N Lot 1o o PR UPPPP TP PPPP 33
2 (@ o= =11 T N T 31T SRR 33
3 Unallocated Precious MetalS ACCOUNES .......c.cuviiriieiiie et 33
4 ] Y o Yo =SS 34
5 QLI LL0 I =T 1= PSPPSR 35
6 1= 1LY Y T 0011 o R 35

CFD-#14673507-v1



7 Early close-out prior t0 deliVEry day ............oeoiii e 37

Delivery Procedures (Part B): UK NALUIAl GaAS ......cccuieiiiiiiiiiiiaiaeeiiiiiieee e et e e e et e e e e e e sneeeeeas 39
1 1o [ ox o] H PP PR 39
2 L1 (=T g o] =2 7= Lo ) o R 39
3 (@ o= =11 T RN T 41T SRR 39
4 Licensing and appointment of Gas Transferor / Gas Transferee..........cccoccvveeivviicveeeee e, 39
5 ] Y o Yo - R 41
6 1= 1LY oY T 0011 o SRS 41
FOr NAtUIal Gas fIOWS .......coiiiiiiie ittt e e e et b e e e s rab e e e s sb e e e s st beeeesanneeeeanes 43
7 FAIIUIE 10 DEIIVET ...ttt s et e st e e st e e e enbre e e e annees 43
8 Early Close-out Prior 10 DEIIVEIY DAY ........uueeiiiiiiiiiiiiiee ettt e e 45
9 V= U= [0 (=T B = PP P PP PPUPPT PPN 46
Delivery Procedures (Part C): DULCh NatUral GaS........cooiuuiiiiiiiaiiiiiiiiiie et 48
1 [ a1 o o [N Lot 1o o PR P PP PP PP 48
2 1= o] =2 7= Lo ) o [ S 48
3 (@ o= =11 T RN T 31T SRR 48
4 Licensing and appointment of Gas Transferor / Gas Transferee..........cccvcvvveeiviiicieeeee e, 48
5 ] Y o Yo - R 50
6 1= 1LY Y T 0011 o R 50
7 FaIlUFE T0 DEIIVET ...ttt s e nnn e s 53
8 Early Close-out Prior 10 DEIIVEIY DAY .........ueeiiiiiiiiiiiiiee ettt e e 54
9 Y= U= [0 (=T B = TP PP P PUPPT PPN 55
COMPIAINTS PrOCEOUIE ..ottt ettt e e e e e ettt e e e e e s e s bbb et e e e e e e e s nb bt be et aaeeeaaanbbeeeaaaaesaannnes 57
1 [ a1 o o [N Lot 1o o PR UPPPP TP PPPP 57
2 TYPES OF COMPIAINTS ...ttt e e e e e bbb e e e e e e e s snbb e e e e e e e e e s annbbeeeaaaeeas 57
3 Requirements for Clearing House COmMPIaINS...........eeviiiiiiiiiiiiiieie e e e 57
4 Acknowledgement and INVESHIGAtION .........vieeiiiiiiiiiie s s s e e e s s r e e e e e s e ereeee s 58
5 L1 =T g TNV ZSTS] (o = Ao ) o S 58
6 Referral to an Independent Complaints INVESHIQAtOr...........occvviiiiiee s 59
7 Independent Investigator's procedure for dealing with the Complaint.............ccocccveeeiiiiinne, 60

CFD-#14673507-v1



8 Clearing Member COMPIAINTS...........uiiiiii e e e e e e e e e e e eaebeeeeeaeeeeaaanes 61
FX DEIVEIY PrOCEUUIES. .. . .eeeeeeiie ettt ettt et e e e e e s bbbt e e e e e e e e saabbeeeeaaeeeaasbbbeeeeeaeeeannbnneeas 62
1 1o [ ox o] H PP PR 62
2 DY T 01T PRSP P PP TR PR 62
3 Performance Of CONITACES .........eiiiiieiii et 63
4 TIMENNES fOr AEIVEIIES. ... i 63
5 CLS DeliVEry ArTangEMENTS. . ..o uveeeeeeeeesisittieeeeeeesssstnteeereaeessaasteteeereeeassasteanereeeessansssnseneeeesaannnes 65
6 Non-CLS Physical Delivery ArrangemMeENtS ..........cccuuuiiieeeeiiiiiiiieeeeeesssssieeeeeeesssesnnseneeeeesssnnsnseees 70
7 L I = U 1 (=] £ T PP P PP PUPPT PPN 73
8 Cash Settlement ArTaNQEIMENTS .......uiiii it e e e e e e e e e e e e s e s abbereeeaaeeaaaanes 74
9 DEliVErY INFIACHIONS .....eeeeiiie et e et e e e e e e s bbb e e e e e e e e e aannbeneeas 75

CFD-#14673507-v1



Introduction

These Procedures should be read in conjunction with the Rules. In the event of any conflict between
the Rules and these Procedures, the Rules shall take precedence. Capitalised terms that are defined

in the Rules shall have the same meaning in these Procedures unless otherwise specified.

Unless otherwise specified, each provision of these Procedures applies to each category of
Transaction.
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2.1

2.2

2.3

4.1

Membership Procedure

Introduction

The general requirements of clearing membership are set out in Chapter 3 of the Rules. This
Membership Procedure provides further information about certain of those requirements. The
Clearing House reserves the right, at its absolute discretion and on the basis of ensuring the
risk integrity of clearing arrangements, to establish additional, different or higher requirements
for particular applicants or Clearing Members. In some cases this may reflect different

categories of clearing membership for different types of Transactions.
Application Process

To apply for membership of the Clearing House, each applicant must complete the application
form and submit this along with the supporting documents set out in it to the Risk and
Membership Department of the Clearing House. The application form may be obtained by
contacting the Risk and Membership Department on 44 (0)20 3379 3100.

The Risk and Membership Department will review the completed application and request

additional information from the applicant where necessary.

Upon receipt of the completed application, the Risk and Membership Department will submit the
application for review and consideration by the Risk Committee. Following this review, the Risk
Committee will make a recommendation to the Board of Directors regarding the application for
membership. The Board of Directors will then decide whether to grant membership of the
Clearing House to the applicant. It is anticipated that the Risk Committee review will take place

within six (6) weeks of receipt of the completed application.
General Requirements

These are set out in Clearing Rule 3.2.1. The remaining provisions of this Procedure set out
further information about the Membership Criteria.

Asset classes which can be cleared by each Membership Category

The table below sets out which Membership Category a Clearing Member will need to belong to

in order to clear Transactions relating to a specific asset class.

CFD-#14673507-v1 2



Asset class Membership Cateqgory

OTC commodity derivatives Standard Clearing Member
Exchange traded derivatives Standard Clearing Member
4.2 A Participating Clearing Firm is not permitted to clear Transactions until it has provided to the

51

6.1

6.2

6.3

6.4

Clearing House its Contribution to the Standard Guarantee Fund or IRS Guarantee Fund as

applicable.
Standard Accounts

Standard Clearing Members are required to open separate Standard Accounts in respect of

OTC commodity derivatives and Exchange traded derivatives.
Capital Requirements

Standard Clearing Members are required to maintain Tier 1 Capital of at least GBP 10 million.

The capital requirement for IRS Clearing Members is scalable depending on the risks posed by
an IRS Clearing Member. IRS Clearing Members are required to maintain Tier 1 Capital which

is at least the higher of:
(@ EUR 350 million;

(b) equal to 20% (twenty per cent.) of the aggregate Collateral requirement for all of its IRS

Accounts; or

(c)  such other capital requirement recommended by the IRS Risk Committee and approved
by the Clearing House.

In establishing that the minimum capital requirements are met and respected by banks and
other Clearing Members authorised and supervised by a Regulatory Authority for financial
services (such as the UK FCA or PRA), the Clearing House will only recognise capital
calculated pursuant to the rules and regulations of the primary Regulatory Authority of the
Clearing House. For banks and non-bank investment firms, capital is defined as Tier | Capital
computed according to the capital adequacy requirements using the standards as defined by
the FCA or PRA. Clearing Members which are banks must also maintain a Total Risk-Based
Capital Ratio (Tier | Capital plus Tier Il Capital divided by Total Risk Weighted Assets) of at

least 10%. The Clearing House may set additional Capital Requirements.

For Clearing Members not regulated by any Regulatory Authority for financial services, the
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6.5

6.6

8.1

8.2

8.3

9.1

Clearing House will recognise the equivalent of Tier 1 capital as described in paragraph 6.3 in
assessing whether the minimum capital requirement is met. A Clearing Member which is in
doubt about this definition should contact the Risk and Membership Department on 44 (0) 20
3379 3100.

On the basis of risk evaluation and at its sole discretion, the Clearing House may require an
applicant to maintain capital above the minimum capital requirement and may also require a

parental guarantee in support of the applicant.

Prior to the approval of a membership application, each applicant will be assessed against
defined levels of creditworthiness, as set out in the Clearing House's Credit Risk Policy.
Applicants which do not meet the required level of creditworthiness will not be accepted as
Clearing Members. Clearing Members will also be monitored on an on-going basis according to
the Credit Risk Policy to ensure that they continue to satisfy the relevant financial requirements

and remain in good financial health.
Collateral Requirements

Clearing Members must at all times meet the Collateral requirements which are set out in

Chapter 6 of the Rules and the Clearing and Settlement Procedure.
Contributions

Standard Clearing Members must deposit with the Clearing House a Contribution to the
Standard Guarantee Fund. The amount of the Contribution is determined by the Clearing House
and re-assessed on at least a monthly basis. The amount required initially and each quarter is
notified to the Standard Clearing Member. The minimum Contribution for a Standard Clearing
Member is USD 0.5 million for commodities and USD 1.5 million for FX.

IRS Clearing Members must deposit with the Clearing House the IRS contribution to the IRS
Guarantee Fund. The amount of the Contribution to the IRS Guarantee Fund is determined by
the Clearing House and re-assessed on at least a monthly basis. The minimum Contribution to
the IRS Guarantee Fund is EUR 10 million.

Further details on the Guarantee Funds and Contributions to them are set out in Chapter 7 of

the Rules and the Guarantee Funds Procedure.
Financial Reporting Requirements

Clearing Members authorised and supervised by a Regulatory Authority for financial services
must submit any and all financial reports that are required to be filed with such Regulatory

Authority to the Clearing House unless the Clearing House is able to obtain them directly from
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9.2

9.3

9.4

10

10.1

10.2

10.3

such Regulatory Authority. Such financial reports must be filed with the Clearing House within
thirty (30) Business Days after such statements are provided to the Clearing Member’s primary

Regulatory Authority.

Clearing Members not regulated by a Regulatory Authority for financial services must submit
monthly unaudited financial reports in a form acceptable to the Clearing House. Such financial

reports must be filed within fifteen (15) Business Days of each month-end.

The financial reports must:

(&) demonstrate compliance with the Clearing House’s minimum capital requirements;
(b) demonstrate a Total Risk-Based Capital Ratio of 10%, if applicable;

(c)  be presented in English; and

(d) be stated in the currency in which the Clearing Member is legally required to produce its

audited financial reports.

If the information is not included in the financial reports, Clearing Members must also notify the
Clearing House of any planned capital withdrawals and subordinated debt maturing within six

(6) months of the date of such reports.
Financial Statement Filings

Clearing Members authorised and supervised by a Regulatory Authority for financial services
are also required to submit audited financial statements as of the Clearing Member’s financial
year-end unless the Clearing House is able to obtain them directly from the Regulatory
Authority. Such financial statements must be filed within five (5) Business Days of their

submission to the Clearing Member’s primary Regulatory Authority.

Clearing Members not regulated by a Regulatory Authority for financial services must also
submit an audited financial statement as of the Clearing Member’s financial year-end. These
annual financial reports must be filed within sixty (60) Business Days of the Clearing Member’'s

financial year-end.

Financial statements must:

(a) demonstrate compliance with the Clearing House’s minimum capital requirements;
(b) demonstrate a Total Risk-Based Capital Ratio of 10%, if applicable;

(c)  be presented in English; and
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10.4

11

111

11.2

11.3

114

(d) be stated in the currency in which the Clearing Member is legally required to produce its

audited financial reports.

The audited financial statements of Clearing Members must include at a minimum the following

(or the equivalent in any jurisdiction to the extent applicable):
(&) external auditor’s opinion letter;

(b) statement of financial condition;

(c) statement of income (loss);

(d) statement of cash flows;

(e) statement of changes in ownership equity; and

() appropriate footnote disclosures.
Disaster Recovery and Business Continuity

Each Clearing Member is required to have in place adequate disaster recovery and business
continuity policies and procedures to enable it to satisfy its obligations under the Rules. It is for
each Clearing Member to determine whether these are adequate but the Clearing House would

expect, as a minimum, that a Clearing Member’s arrangements:
(@ comply with any requirements or guidance of any applicable Regulatory Authority;
(b) arein line with any relevant industry standards or guidelines;

(c) enable the Clearing Member to satisfy its obligations to the Clearing House even in

unforeseen circumstances; and
(d) are tested on a regular basis and improved as necessary on the basis of the test results.

Each Clearing Member will be required to participate in the Clearing House's testing of its own
business continuity arrangements at least once each year. The Clearing House will provide at

least four (4) months’ notice of any such test, which will usually take place over a weekend.

Clearing Members are required to notify the Clearing Support Desk of the Clearing House on 44
(0)20 3379 3131 of relevant details in the event that the Clearing Member invokes its business
continuity policies and procedures and is likely to require assistance from the Clearing House or
if the event is likely to cause disruption to the Clearing Member’s ability to satisfy its obligations

to the Clearing House.

Where the Clearing House invokes its own business continuity arrangements, either partially or
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fully, it shall notify Clearing Members of such via its Website and/or Notice.

(@)

(b)

The Clearing House operates a number of business continuity arrangements, including
system failovers and site recovery. Depending upon the nature of a recovery event the

Clearing House may:
® extend timings or deadlines as set out in the Rules or these Procedures;

(i) amend or temporarily suspend margin procedures, including invoking ad hoc

margin calls; and/or
(i)  amend the timing for acceptance and novation of Transactions.

The Clearing House shall keep Clearing Members informed of any such events via its
Website and/or Notice.

12 IRS Membership Requirements

121 IRS Clearing Members must provide the Clearing House with evidence that their firm and its

staff have appropriate experience in the IRS market.

12.2 IRS Clearing Members must have the ability and expertise to:

(@) evaluate actual and theoretical market events on portfolio returns on an ex-post or ex-
ante basis;

(b)  mark Contracts to market on at least a daily basis;

(c) calculate concentration risk and impact on Collateral requirements at the levels of both
the IRS Clearing Member and each of its Accounts;

(d)  conduct independent daily stress tests based on position and regional concentrations for
equities, interest rates, commodities, and foreign exchange asset classes;

(e) conduct independent daily stress tests for IRS Contracts based on the net exposures at
Contract, Client and Account levels, assess their risk management protections in the light
of the tests, and transmit the results to the Clearing House on request and be able to
stress test components of portfolio risk;

) undertake risk factor modelling - using historical data to model future behaviour of risk
factors including correlation, volatility and optionality;

(g) netting - capacity to run netting rules to calculate overall exposure;
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(h)  aggregate - roll up data from the position level to the top of the firm;

@ monitor IRS trading and profit and loss swings;

()] directly access markets in order to liquidate positions held;

(k)  be able to force liquidation of all or parts of clearing-level portfolios, on immediate notice;
)] construct a bid for a default management auction;

(m) assist with hedging the portfolio of IRS Contracts of a Defaulting IRS Clearing Member

and demonstrate ability to execute with multiple participants in the OTC market;

(n) take in a broad portfolio of IRS Contracts and price it in conjunction with the Defaulting

IRS Clearing Member auction process;

(0) be able to commit qualified resources for simulated default management exercises that

will be run periodically at the Clearing House.

13 Notifications

13.1 A notice or communication given under or in connection with the Rules or any Agreement with
the Clearing House shall, unless otherwise specified, be in writing in English and sent by any of
the methods set out below to the address specified below. A notice or communication shall be

deemed to be given on the date set out below.

@ @
Permitted method Date on which Notice deemed given
Personal delivery When left at the relevant Address

Recorded or special delivery, or the nearest Two (2) Business Days after posting
local equivalent in the jurisdiction of the

sender

Recorded or special delivery airmail, or the Six (6) Business Days after posting
nearest local equivalent in the jurisdiction of

the sender

13.2 Notices or communications to the Clearing House should be marked for the attention of the

Chief Executive Officer, and sent to the address below.

CME Clearing Europe Limited
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Fourth Floor,

One New Change,
London

EC4M 9AF
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2.1

2.2

2.3

2.4

2.5

2.6

Risk Management Procedure

Introduction

The Clearing House manages its counterparty and market risk by margining Clearing Members
Contracts on a daily and intra-day basis according to the procedures described in this Risk
Management Procedure. Risk is further mitigated through the collection and payment of profits
and losses as determined through the variation settlement process described in this Risk

Management Procedure.
Positions and Collateral

Positions recording

Each Clearing Member may request a Non-Segregated Client Account and as many Client
Accounts as it wishes and ask the Clearing House to designate each Client Account as it

specifies.
The Clearing House records the positions in each:

(@ Omnibus Client Account on a gross basis save to the extent the Clearing Member
requires the Clearing House to net particular Contracts in accordance with paragraph 2.3;

and

(b) House Account, Non-Segregated Client Account and Individual Client Account on a net

basis.

The Clearing Member may require the Clearing House to net positions within an Omnibus Client
Account each Business Day provided that the Clearing Member must not require the Clearing

House to net positions relating to different Clients.

Recording positions on a net basis means that long and short positions are automatically set off

against one another.

Notwithstanding paragraph 2.2(b), the Clearing Member may request the Clearing House not to
net positions in an Individual Client Account. In this case, the Clearing House will still calculate
the Margin Requirement and Variation Requirement for the Individual Client Account on a net

basis in accordance with paragraph 2.6(b).
Collateral recording

Margin Requirement and Variation Requirement are calculated separately for each Account as

follows:
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2.7

2.8

2.9

2.10

2.11

(8 for each Omnibus Client Account on a gross basis taking into account any Contracts that

have been netted in accordance with paragraph 2.3;

(b) for each Non-Segregated Client Account and Individual Client Account on a net basis;

and

(c)  for the House Account on a net basis.

In relation to the Net Settlement Amount, the Clearing House will call at least two amounts from

each Clearing Member representing daily Net Settlement Amounts. These relate to:

(&) the House Account; and

(b) all the Clearing Member’'s Non-Segregated Client Accounts, Omnibus Client Accounts
and Individual Client Accounts.

The Clearing House calculates the Variation Requirement for Contracts at least twice daily:
intra-day and end-of-day. The Variation Requirement consists of a periodic mark-to-market or
revaluation of Contracts and the determination of any final settlement amounts. The Variation
Requirement also takes account of other amounts payable under the Contracts relating to an
Account such as premiums. Under volatile market conditions, the Clearing House will conduct
additional Variation Requirement calculations. For further information on the settlement cycles
resulting from intra-day and end-of-day calculations, see paragraph 4 of the Clearing and
Settlement Procedure.

To calculate the intra-day Variation Requirement, the Clearing House uses current market
prices and applies them to the position data submitted by Clearing Members prior to the
relevant time set out on the Website on that Business Day. For the end-of-day Variation
Requirement, the Clearing House uses final settlement prices and applies them to the position

data submitted by Clearing Members prior to the relevant time set out on the Website.

The Clearing House uses the Margin Requirement and the Variation Requirement to calculate
the Net Settlement Amount for the settlement cycle. The Net Settlement Amount for each
Clearing Member is reported to the Clearing Member at the end of each settlement cycle. The

Clearing House reserves absolute discretion as to how it calculates the Net Settlement Amount.

IRS netting process

Contracts (or positions) recorded on IRS Individual Client Accounts and IRS Notional Sub-

Accounts may be netted in any of the following ways:

(@ Gross - if this option is selected the Contracts in the relevant Account will not be

netted;
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3.2

(i)  Net - if this option is selected the Contracts in the relevant Account will be netted

based on the criteria set out below; or

(i)  Elective Net - if this option is selected the Contracts in the relevant Account will be

netted based on the criteria set out below and matching Client reference ID.

IRS Clearing Members must designate the basis on which the Contracts (or positions) are
recorded on each of its IRS Individual Client Accounts and IRS Notional Sub-Accounts. IRS

Clearing Members may change the designation for any of their Accounts at any time.

The netting process will consider IRS Contracts that have exactly the same economics,
although the IRS Contracts may differ in direction and notional amount. For two or more IRS
Contracts to be eligible for netting, they must, in addition to being in the same Account that is

setup as a netting eligible Account, match in the following criteria:
(@) type of IRS Contract - this is represented by the template identifier USD3L, etc.

(b) effective date - the Clearing House will consider the unadjusted effective date when

matching for netting criteria.

(c) maturity date - the Clearing House will consider the unadjusted maturity date when

matching for netting criteria.
(d) fixed coupon - the fixed coupon on the IRS Contracts must be the same.

IRS Contracts with stub periods will net provided the start and end date are the same for the
stub period for all IRS Contracts eligible for netting. This is in addition to the netting criteria

described above.

Partial netting occurs when IRS Contracts in an Account do not fully offset each other and there
is remaining notional. In this case all of the IRS Contracts are terminated. A message is sent for
a new IRS Contract containing a reference to all of the IRS Contracts that were terminated in
the netting process. The new IRS Contract will retain the ID of the oldest IRS Contract in the

same direction as that of the remaining notional.
IRS Variation Requirement payment flows

The Clearing House will notify IRS Clearing Members of the closing value of their IRS Contracts
on each IRS Account at the end of each Business Day with reference to the NPV or adjusted

NPV as defined in the IRS Manual of Operations.

The Variation Requirement is the difference between the closing values notified to the IRS

Clearing Member between consecutive Banking Days.
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4.1

4.2

4.3

On the Business Day prior to the coupon payment date the Variation Requirement will be
calculated based on the adjusted NPV. This ensures that the coupon payment and Variation
Requirement will net against each other when the cash flows are settled on the coupon

payment date.

On coupon payment value dates the NPV will not take into account coupons that are paid or

collected.
Margin Model and Parameters

Notwithstanding the below, at its sole discretion and in accordance with its margining policies,
the Clearing House may increase the Margin Requirements for a particular portfolio on the basis

of additional risk analysis, for example on the basis of liquidity or concentration concerns.
Standard margin model

The model used to calculate margin requirements for Standard Contracts is CME SPAN. The
model simulates the effects of changing market conditions and uses tailored options pricing
models to determine a portfolio’s overall risk. CME SPAN constructs scenarios of price and
volatility changes to estimate the potential loss arising if an entire portfolio must be closed out
over a one or more day time horizon. The resulting margin requirement is designed to cover this
potential loss at the required confidence level. Additionally, options purchased must be paid in
full and therefore the value is added to the account equity. Conversely, the value of options sold

is added to the overall margin requirement for the account.

A number of parameters are specified for each Contract in order for SPAN to simulate portfolio
losses. These include:

(@) price scan ranges: in effect, the maximum price movement reasonably likely to occur in

each instrument or, for options, in the underlying instrument;

(b) volatility scan ranges: the maximum change reasonably likely to occur in the implied

volatility of the price of each option’s underlying instrument;

(c) intra-commodity spreading rates: for evaluating risk among portfolios of closely related
contracts within the same product group, such as products with particular patterns of

calendar spreads;
(d) inter-commodity spreading rates: for evaluating risk offsets between related products; and

(e) short option minimum rates: to provide coverage for the special situations associated with

portfolios of deep out of the money short option positions.
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51

5.2

Parameters used in the calculation of the Margin Requirement are defined by the Clearing
House. Parameters are reviewed and updated at least monthly, though ad hoc changes to
parameters can be made at the sole discretion of the Clearing House at any time. Margin

parameters and changes to margin parameters are published on the Website.
IRS margin model

The model used to calculate Margin Requirement for IRS Contracts in a HVaR model. This
model uses exponentially weighted moving average volatility rescaling to determine the margins
for a given IRS portfolio, scaling the historical returns based on current forecasted volatility to a

measure of volatility realised at the point in time the shock was sampled.
Pricing and Valuation

Prices used in valuing Contracts are available to Clearing Members and certain Clients via the
Clearing System and the price file available through the following FTP site:

ftp.cmeclearingeurope.com.

The Clearing House makes available to its Clearing Members a tool for simulating Margin
Requirement calculations known as PC SPAN for Standard Contracts and CME Core for IRS
Contracts. Clearing Members can request the simulation tool by contacting the Clearing
Support Desk of the Clearing House on 44 (0)20 3379 3131.
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1.6

1.7

Clearing and Settlement Procedure

Submission of Transactions

Standard Transactions may be submitted to the Clearing House through any of the following

routes:

(a) the ClearPort GUI and API;

(b)  other broker or trade-negotiation platforms; or

(c) directly from Clearing Members to Front End Clearing.

IRS Transactions may be submitted to the Clearing House through any of the following routes:
(@ the ClearPort API;

(b) any third party vendor approved by the Clearing House from time to time (including
MarkitSERV, Bloomberg VCON and TradeWeb);

(c) portfolio migration via Excel; or

(d) from all standard sources including each of Bloomberg VCON, MarkitSERV, TradeWeb

and directly from swap execution platforms via API.

Exchange Transactions, apart from EFRP Transactions and Block Transactions, are
automatically novated to the Clearing House upon such Exchange Transactions being matched

on the Exchange in accordance with the Exchange Rules.

EFRP Transactions and Block Transactions may be submitted to the Clearing House through
the ClearPort GUI and API.

In order to use certain submission routes, the Clearing Member and, in some cases, its Clients
and Designated Users (as defined in the User Licence Agreement) may be subject to additional

terms and conditions.

Regardless of Transaction submission route, only Clearing Members which have entered into
the User License Agreement authorising the Clearing Member and/or Client to submit
Transactions to the Clearing House on its and/or its Designated Users’ behalf are eligible to

submit Transactions.

Clearing Members must confirm with the Clearing House each Designated User which has

completed the registration form available on the Website.
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2.3

Clearing System Modules and Infrastructure

The Clearing House utilises a Clearing System comprised of five (5) basic categories of

applications:

Transaction and Position Management Systems

(@)

(b)

()

(d)

()

Front-End Clearing: a multi-faceted trade processing module integrated with multiple
Transaction matching and affirmation platforms and linked via a real time messaging

infrastructure to all Clearing Member back office systems.

The Position Management System: a central application that performs real time valuation
and multilateral netting of all Contracts as well as generating the core clearing settlement

cycle trade register data files and reports.

Margin Calculation Systems: the Clearing House uses different margin models depending
upon the Contract. For Standard Contracts the Clearing House uses the SPAN Model
described in the Risk Management Procedure. For IRS Contracts the Clearing House

uses a HVaR model described in the Risk Management Procedure.

Settlement, Banking and Asset Management Systems: the application where all Clearing
Member account structures are managed and linked to a Clearing Member’'s Settlement

Bank Account for the purposes of the Net Settlement Amount cash flows.

Referential Data Modules: these modules include the Clearing House Product, Calendar,

Account Registration and Security Administration systems.

Transaction and Position Management

(@)

Upon acceptance for clearing by the Clearing House pursuant to Rule 5.2, a Transaction

becomes a Contract. The details of a particular Contract are set out within the following:

® the trade confirmation messages to the Clearing Member as generated by the

Clearing System;

(i)  the Contract Module which contains the terms of the Transaction except
Transaction-specific data: date, price, initial amount, side-of-market (reflected on

the trade confirmation message); and

(i)  general terms set out in the Rules.

Transactions, Contracts, and Positions

(@)

Once novated, Transactions give rise to positions in a specific Contract. A position in a
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(b)

()

Contract is opened by clearing a Transaction entered into as Buyer or Seller and closed
by clearing a Transaction in the opposite capacity. With the Clearing House as a central
counterparty to each Contract, multilateral position netting is possible. Thus, it does not
matter whether the opposite Transaction is entered into with the same counterparty or a
different one.

The Contract is made unique within a product family via:
0] The Product Reference File

This file is published in the late afternoon of each Business Day, and provides
complete specifications for all Contracts eligible for clearing the following Business

Day.
(i)  The Clearing Product Code

The clearing product code identifies the details of a Contract. This is an

alphanumeric value.

The clearing product code is provided in both the product reference file and on each

clearing trade confirmation in the ID attribute of the Instrument block.

Positions

(@)

(b)

(€)

The Position Management module complements the real-time Transaction processing
capabilities of Front End Clearing, by providing near real-time tracking on position
guantities and money amounts such as Margin Requirement and Variation Requirement
of Contracts.

As Transactions clear, and as allocation processing is performed, messages are sent
from Front End Clearing to Position Management, which performs the following

processing in real time:
0] updates the Contract position quantities held by Clearing Members; and

(i)  for each such position, performs real-time calculations of the Net Settlement
Amount.

Margin calculation shall be calculated in accordance with the Risk Management
Procedure.

Settlement, Banking and Asset Management Systems

(@)

The Margin Requirement and the Variation Requirement are major components of the
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4.1

4.2

4.3

4.4

risk management protections of the Clearing House. Collateral is transferred to the
Clearing House in respect of Contracts reflected in the Clearing Members’ Accounts. Net
Settlement Amounts due and owing to the Clearing House are payable by the Clearing
Member through its Settlement Bank in Eligible Cash and may be subsequently
substituted with an equal or greater amount of Eligible Securities. Net Settlement
Amounts due and owing to the Clearing Member are payable by the Clearing House

through the relevant Clearing Member’s Settlement Bank.

(b)  The Clearing House calculates the Collateral requirements for Accounts as set out in the
Risk Management Procedure. Clearing Members are responsible for meeting Net
Settlement Amounts payable to the Clearing House in respect of the Accounts. It is the
responsibility of the Clearing Member to collect collateral from Clients, which must be of
an amount not less than the amount of Collateral which the Clearing Member is obliged to
provide to the Clearing House in respect of the Client's Transactions and may not
necessarily take the same form as such Collateral or to advance credit in respect of the

Client of not less than such amount.
Notifications in relation to IRS Transactions

The Clearing House will provide real time notifications to IRS Clearing Members during the
straight through processing of IRS Contracts. The details of the notifications that may be

provided to IRS Clearing Members are set out in the IRS Manual of Operations.
IRS credit limit management

In addition to the credit checks which must be satisfied under Rules 5.1 and 5.2, IRS Clearing
Members may also set credit limits in respect of IRS Transactions on each of their IRS
Accounts. If an IRS Clearing Member sets such credit limit on an IRS Account, a Transaction
submitted must, in addition to Rules 5.1 and 5.2, satisfy such credit limit before it is accepted or

novated by the Clearing House.

Such IRS Clearing Member set credit limits may be changed in real-time. Only certain persons
at the IRS Clearing Member may change the settings. The IRS Clearing Member must inform
the Clearing House of who should have such Admin login privileges in relation to the credit

limits.

IRS Clearing Members may also specify persons who should have User login privileges in
relation to credit limits. Persons with User login privileges will be able to view IRS Clearing

Member set credit limits but will not be able to change such credit limits.

IRS Clearing Member set credit limits can be set as:
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4.6

4.7

4.8

4.9

(&) a cap on the gross amount in an IRS Account which does not consider directional or the

notional amount in an IRS Account;

(b) acapon NPV in either a positive or negative direction; or

(c) acap on the direction amount.

Calculations for any credit limits that are sensitive to market conditions will be based on the

most recent curve in the system.

IRS Clearing Member set credit limits may be set at zero. If any IRS Clearing Member credit
limits are set at zero, the Clearing House will, pursuant to Rule 5.1, decline to accept any
Transaction in relation to the relevant Account. The IRS Clearing Member may then use the

process set out in paragraph 4.7 below.

IRS Clearing Member set credit limits will be daily limits. For the purposes of the IRS Clearing
Member set credit limits each account value will be reset at zero at the start of each Business

Day.

Where the Clearing House declines to accept a Transaction due to the Transaction being in
excess of the IRS Clearing Member set credit limit, the IRS Clearing Member who is
responsible for the relevant failed submission will be notified of the failure via the CME Clearing
API and Front End Clearing (FEC) Deal Management System (DMS) browser based interface.
Following the receipt of such notification, the relevant IRS Clearing Member may then grant
consent for the failed Transaction to be re-submitted to the Clearing House, such consent will
override the IRS Clearing Member set credit limit only in relation to the submission and novation
of that Transaction. The Transaction will at all times remain subject to any credit checks

imposed by the Clearing House and Chapter 5 of the Rules.

The IRS Manual of Operations provides details on how to use the credit limit functionality of the

Front End Clearing (FEC) Deal Management System (DMS) in relation to IRS Transactions.

The Clearing House will establish hard limits for each IRS Account. Hard limits are subject to
change at any time at the discretion of the Clearing House. IRS Clearing Members will be
notified as soon as practicable of any change to the hard limit on any of their IRS Accounts. Any
submitted IRS Transaction that is in excess of the hard limit for the relevant Account will be
rejected for clearing by the Clearing House. Rejected IRS Transactions remain bi-lateral, non-
cleared transactions in accordance with the appropriate legal documentation for bi-lateral over-

the-counter transactions.
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Submission of IRS Transactions through an affirmation platform

IRS Transaction submission - acceptance of IRS Transactions

IRS Transactions submitted to the Clearing House will, subject to Rules 5.1 and 5.2, be
accepted and novated by the Clearing House provided that they are within any credit limits set
by the relevant IRS Clearing Member. Where an affirmation platform is used to submit the IRS
Transaction, the Clearing House will send a notification that the IRS Transaction has been
accepted and novated to the relevant affirmation platform. The Clearing House will also send a
confirmation that the IRS Transaction has been accepted and novated to the relevant IRS

Clearing Member.
IRS Transaction submission - rejections under Rules 5.1 and 5.2

If, pursuant to Rules 5.1 or 5.2, the Clearing House declines an IRS Transaction, received from
an affirmation platform, the Clearing House will send a rejection message to the relevant

affirmation platform. The rejection notice will indicate the reason for the rejection.
IRS Transaction submission - one side IRS Clearing Member credit limit failure

If one side of the IRS Transaction, which represents one half of an underlying bilateral swap, is
declined by the Clearing House on the basis that it exceeds any IRS Clearing Member set credit
limits for IRS Transactions for the relevant Account, the Clearing House will send a message to
the affirmation platform stating that acceptance, of both sides of the IRS Transaction, by the
Clearing House is subject to confirmation by the relevant IRS Clearing Member. Upon the
Clearing House issuing such notice either side of the IRS Transaction may be withdrawn. If the
relevant IRS Clearing Member confirms, in accordance with paragraph 4.7 above, that the IRS
Clearing Member set credit limit can be waived and neither side of the IRS Transaction has
been withdrawn, the Clearing House will, subject to Rules 5.1 and 5.2, accept and novate both

sides of the IRS Transaction.
IRS Transaction submission - both sides IRS Clearing Member credit limit failure

If both sides of the IRS Transaction in relation to the underlying bilateral swap are declined by
the Clearing House on the basis that they both exceed any IRS Clearing Member set credit
limits for IRS Transactions for the relevant Accounts, the Clearing House will send a message to
the affirmation platform stating that acceptance of both sides of the IRS Transaction by the
Clearing House are subject to confirmation by the relevant IRS Clearing Members. Upon the
Clearing House issuing such notice either IRS Transaction may be withdrawn. Provided the IRS
Clearing Members confirm, in accordance with paragraph 4.8 above, that the IRS Clearing
Member set credit limits can be waived and neither side of the IRS Transaction has been

withdrawn, the Clearing House will, subject to Rules 5.1 and 5.2, accept and novate both sides
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5.6

6.1

6.2

6.3

7.1

of the IRS Transaction. If the IRS Clearing Members do not issue such confirmations both sides

of the IRS Transaction will be rejected by the Clearing House.
IRS Transaction submission - pre-clearing allocations; all allocations cleared

Where there is a group of IRS Transactions, subject to agreement by both underlying
counterparties, the group of IRS Transactions may be allocated to different IRS Clearing
Members for submission as separate sides of an IRS Transaction to the Clearing House. Where
each such side of an IRS Transaction is accepted and novated by the Clearing House in

accordance with Rules 5.1 and 5.2, paragraph 5.1 above will apply.
IRS Transaction submission - Pre-clearing allocations; one allocation rejected

Where there is a group of IRS Transactions, subject to agreement by both underlying
counterparties, the group of IRS Transactions may be allocated to different IRS Clearing
Members for submission as separate sides of an IRS Transaction to the Clearing House. If one
of those sides of the IRS Transaction is rejected by the Clearing House, the Clearing House will
send a message to the affirmation platform stating that acceptance of that side of the IRS
Transaction by the Clearing House is subject to confirmation by the relevant IRS Clearing
Member. The Clearing House will also disclose in the notice which group of IRS Transactions
the rejection relates to. The IRS Clearing Member for the rejected side of the IRS Transaction
may then withdraw or, if the side of the IRS Transaction is confirmed by the relevant IRS
Clearing Member, subject to Rules 5.1 and 5.2, it may be accepted and novated by the Clearing
House.

IRS portfolio migration via Excel

Portfolios of IRS Transactions may be submitted to the Clearing House for direct upload into the
position management system from either a third party platform or directly from an IRS Clearing
Member.

An Excel file with a number of IRS Transactions will be treated as one IRS Transaction.

If a portfolio of IRS Transactions is submitted to the Clearing House via an Excel file the IRS
Clearing Member is deemed to consent to the Clearing House accepting any such IRS

Transactions that may exceed any relevant IRS Clearing Member set credit limits.
Identification of IRS Transactions

Each IRS Transaction is identified with an IRS Clearing Member number, a block ID, a Client
Account ID, and the origin, identifying whether it is a Transaction relating to the IRS Clearing

Member’s House or Client Account.
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IRS Contract quantities and side-of-market

The Clearing House adheres to the industry standard convention that the Contract quantity is
the notional amount of the Contract. These will typically be round numbers, but the Clearing
House will accept any Contract quantity to any integer notional amount. Each IRS Transaction
contains information identifying the side of the Transaction, the IRS Clearing Member, the

customer account number and the origin.

The side of market is assigned using the industry standard convention: pay fixed is expressed

as a negative notional amount and to receive fixed is expressed as a positive notional amount.
IRS coupon payments
IRS Contracts have two streams of coupon payments:

® fixed coupon payments; and

(i)  floating coupon payments.

The following parameters are used to determine the coupon payments due under IRS

Contracts:
(&) accrual period - these are derived from the payment dates for the type of coupon;

(b) day count convention - this is specified in the Contract Specification for each type of
Contract;

(c) effective rate - this is the fixed or the floating rate based on the type of coupon payment;
and

(d) notional - this is the notional amount specified in the Contract.

The coupon payment dates are calculated when an IRS Contract is cleared and are notified to
the relevant IRS Clearing Member in the confirmation message. The dates are adjusted based
on holidays following the ISDA 2006 conventions specified on the relevant Contract
Specification.

IRS settlement curve

The Clearing House incorporates an overnight index swap (OIS) methodology for the IRS
valuation of settlement prices. For the OIS methodology discounting is calibrated to the IRS

structure of the prevailing IRS Clearing Members’ funding/investment instruments.

USD, EUR and GBP instruments use multi-curve processes which require LIBOR, OIS and
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Basis Swaps inputs. AUD, CAD, CHF and JPY instruments use a single-curve process which

only require LIBOR inputs.
Eligible Collateral and Valuation

The Clearing House accepts a range of currencies (Eligible Cash), securities (Eligible
Securities) and Gold as Collateral. Clearing Members can use Eligible Cash and Eligible

Securities to meet their Guarantee Fund Contributions and Eligible Cash to meet Assessments.

Eligible Assets are set out on the Website. In the event that a particular Eligible Asset ceases to
be an Eligible Asset or it remains an Eligible Asset but its value decreases, the Clearing
Member shall provide additional Eligible Assets to cover for any shortfall caused by the removal

of such Eligible Asset from being an Eligible Asset or the devaluation of such Eligible Asset.

The Clearing House values each type of Eligible Assets at a discount. The percentage discount

for each type of Eligible Asset, known as a haircut, is set out on the Website.
The Clearing House determines the market value of Collateral in the following ways:

(@) Eligible Cash: face value though appropriate haircuts are applied to cash when it is

utilised to meet the Margin Requirement established in other currencies; and

(b) Eligible Securities and Eligible Precious Metals: the Clearing House revalues Eligible
Securities and Eligible Precious Metals on a daily basis with prices provided by third party

price sources.
The Clearing House reports the value of Eligible Assets to the Clearing Member daily.

A Clearing Member may request that additional Eligible Assets be accepted. Such requests will
be analysed by the Risk and Membership Team and a recommendation to accept or reject the

new type of collateral will be presented to the Risk Committee for review and endorsement.
Settlement Banks and Timings

Each Clearing Member must identify its Settlement Bank or Settlement Banks in writing to the
Clearing House, along with the numbers of the Bank Accounts to be used for settlement.
Written natification in advance is required whenever a Clearing Member changes its Settlement
Bank or Bank Account number. The Clearing House has relationships with the Settlement

Banks set out on the Website.

Clearing Members must execute the appropriate documentation with each Settlement Bank to
allow the Settlement Bank to debit or credit the Clearing Member's Bank Accounts on

instruction from the Clearing House to meet the amounts set out in Rule 4.2.2 and to allow the
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13.2

Settlement Bank to share certain information with the Clearing House. This will be provided by
the Settlement Bank but the Clearing Member will provide the Clearing House with a copy of the

executed document and any amendments to it as set out in Rule 4.2.2.

The Clearing House operates two (2) settlement cycles each day and may require the Clearing
Member to transfer Collateral to it or make payment to the Clearing Member at the end of each
settlement cycle in satisfaction of a Net Settlement Amount. However, for certain Contracts, the
Clearing House may, in practice, only require the Clearing Member to transfer Collateral or
make payment to the Clearing Member at the end of one settlement cycle each day. The normal
deadlines for the transfer to the Clearing House of Eligible Cash in respect of Contracts for

clearing are set out on the Website.

The Net Settlement Amount will be called in the currency required by the Clearing House. Each
Clearing Member is responsible for its own cash management by monitoring Collateral

requirements and taking appropriate actions to deposit or release Eligible Assets as necessary.

Each Clearing Member must ensure that it has provided the Settlement Bank with adequate
Eligible Cash or has appropriate arrangements with its Settlement Bank to enable its Settlement
Bank to satisfy its Net Settlement Amounts payable to the Clearing House at each settlement

cycle.

A Clearing Member may request that Eligible Cash, Eligible Securities or Eligible Precious
Metals be substituted with alternate forms of Eligible Assets. Requests for such substitutions
can be made by the Clearing Member using the clearing system. Substitutions are subject to
confirmation of receipt by the Clearing House prior to release of the Eligible Assets being
substituted. In most cases, substitutions can be made within the same day. The relevant cut-
offs and timings for substitutions are set out on the Website. This paragraph is subject to any

other agreement that is made between the Clearing House and the Clearing Member
Fees and Charges

Fees and charges for clearing Transactions are set out in the Fees and Charges Notice, which
is published on the Website. Fees and Charges are payable in the currencies set out in the
Fees and Charges Notice. The Clearing House collects fees and charges on a monthly basis
through each Clearing Member’'s Bank Account. Clearing Members are notified of applicable
fees for each month in arrears on the fourth Business Day of each month and collected through

the settlement cycle on the seventh Business Day of each month.

If the Clearing Member does not have adequate Eligible Cash in the required currency in its
Bank Account, the Clearing House may take Eligible Cash in a different currency from the

Clearing Member's Bank Account and then charge the Clearing Member for conversion at the
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rates set out in the Fees and Charges Notice.

The Clearing House will transfer Equivalent Distributions on Eligible Securities transferred to it
in accordance with Rule 6.3 within five (5) Business Days of receipt of the relevant Distributions

by the Custodian.

The Clearing House will pay interest on Eligible Cash. The Clearing House will determine the
interest rate and calculate the interest payable each Business Day in respect of the previous
Business Day and publish such rates on the Website. Interest will be payable on a monthly

basis.

The Clearing House will pass on custody fees to Clearing Members which provide Eligible
Securities and depositary fees to Clearing Members which provide Eligible Precious Metals at

the rates set out in the Fees and Charges Notice.

Reports

The Clearing House will provide the Clearing Member with the following reports:
(&) EOD Asset Inventory Trial Balance;

(b)  EOD Full Value Delivery Margin Requirements;

(c) EOD Pledge Stock;

(d) EOD Recap Ledger Audit Report;

(e) IDY Recap Ledger Audit Report;

() EOD Span Recap Ledger-Total PB Requirements by PB Acct.;
() IDY Span Recap Ledger-Total PB Requirements by PB Acct;

(h) EOD Span Recap Ledger-Detail By Position Accounts;

0] IDY Span Recap Ledger-Detail By Position Accounts;

()] EOD Span Recap Ledger-PB By Commaodity Group;

(k)  IDY Span Recap Ledger-PB By Commodity Group;

() EOD Span Recap Ledger-FNL Performance Bond Requirements;

(m) IDY Span Recap Ledger-FNL Performance Bond Requirements;
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(n) EOD Recap Ledger-Total Variation By Settlement;
(o) IDY Recap Ledger-Total Variation By Settlement;
(p) EOD Final Margin Accounts;

(q) IDY Final Margin Accounts;

n Position Adjustment By Firm;

(s) IDY Gross Position Change (PC) Listing;

(®) Cash Settlement Report;

(u)  In-The-Money-Report;

(v) EOD Daily Trade And Position Register;

(w) IDY Daily Trade And Position Register;

(xX) EOD Pay/Collect Summary;

(y) IDY Pay/Collect Summary;

(z) Variable Size Contracts Recap;

(aa) Option Exception Summary; and

(bb) Option Assignment Notice.

14.2 Reports can be retrieved in pre-formatted form or in a form capable of interface through the

Clearing System and are generally available to Clearing Members by 21:00.

14.3 The Clearing House requires that Clearing Members inform the Clearing House not later than
one (1) hour before the time at which the Clearing House publishes the EOD Daily Trade and
Position Register on any Business Day of their Clients’ final end of day positions. This is known
as the PCS deadline.

15 IRS reports

15.1 The Clearing House will provide IRS Clearing Members with the following reports:

Report Timing
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Coupon Advisory

Firm level report available circa 0100 GMT in

excel format

Reset Report

Daily report available circa 0100 GMT in FpML

format.

Position Report

Daily report available circa 0100 GMT in FpML

format.

Trade Registers

Daily report available circa 0100 GMT in excel

format

IRS Risk Parameter File

Daily report available circa 0100 GMT

IRS Margin Data File

Daily report available circa 0200 GMT.

EOD reports for Collateral Management and

Settlement Banking

Daily reports including Asset Inventory Trial
Balance, Margin Requirement, Variation Margin
Requirement and Final Margin Accounts,
available circa 0530 GMT.

PAI Rate File

Daily report available circa 2000 GMT

CMECE Holiday Calendar

Daily report available circa 2000 GMT

Discount Factor Report

Daily report available circa 2130 GMT

Curve Input Report

Daily report available circa 2130 GMT

IRS Stress Test

Daily report available circa 1330 GMT T+1

Scaled Log Returns

Daily report available circa 1400 GMT

Base Curves

Daily report available circa 1400 GMT

Further information about the purpose of each report is set out in the IRS Operations Manual.

16 Transfer of IRS Contracts pursuant to Rules 5.3 and 3A.6

16.1 Transfers may be requested due to processing errors or a change of Clearing Member by a

Client. The Client notifies the Clearing House directly to transfer a Contract between Clearing

Members. The Clearing House will then reach out to both the current Clearing Member and the
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171

18

receiving Clearing Member. In accordance with Rules 5.3 and 3A.6, the Clearing House may
process the transfer and send transfer confirmation messages to both Clearing Members. The

Client ID will remain constant throughout this process.

Where a Contract is transferred pursuant to Rules 5.3 or 3A.6 on the coupon payment value
date, the Contract will be transferred without the coupon payment. It is assumed that the
relevant IRS Clearing Members will compensate for this by exchanging upfront payments with

each other of equivalent value to the coupon payment.

Time period for allocation of Exchange Contracts to the relevant Client

Account

If a Clearing Member is required to re-allocate an Exchange Contract and any Collateral
registered in a Standard Omnibus Client Account to another Client Account, such re-allocation

must be done no later than the earlier of:

(8 sixty (60) minutes after the relevant Exchange Transaction has been novated in

accordance with Rule 5.2; or

(b) the start of the next Settlement Cycle.
Client support

The Clearing House provides client support to Clearing Members between the hours of 07:00
and 19:00 Monday to Friday other than Holidays. However, a Clearing Member technical
helpdesk is available to assist with queries from Clearing Members twenty-four (24) hours per
day, six (6) days per week. The telephone number for the Clearing Support Desk is +44 0(20)
3379 3131.
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3.1

Guarantee Funds Procedure

Introduction

The Clearing House has two Guarantee Funds: a Standard Guarantee Fund and an IRS
Guarantee Fund. The Guarantee Funds are an important element of the overall system of
financial safeguards operated for the protection of the Clearing House, its Clearing Members
and the integrity of the markets cleared. Clearing Members active in the clearing of both
Standard and IRS Transactions must contribute to both Guarantee Funds. The Contribution
posted by a Clearing Member is available for use in the event that it is unable to meet its
obligations to the Clearing House and the costs to the Clearing House of managing the default
exceed the Collateral that the Clearing Member has transferred to it. The Clearing House may
use its own contribution and then the Contributions of non-defaulting Clearing Members of the
same category of the Defaulting Clearing Member should the costs of managing the default of a
Defaulting Clearing Member exceed the value of that Clearing Member’'s assets held by the

Clearing House.
Fund Size and Composition

The size of each of the Guarantee Funds is determined by the Clearing House on the basis of
its Guarantee Fund policy. In accordance with the Standard Guarantee Fund Policy, the
Standard Guarantee Fund will, other than for exceptional, short periods defined in the policy, be
at least equal in value to the highest stress-tested hypothetical loss in excess of Collateral
attributable to any one Standard Clearing Member. In accordance with the IRS Guarantee Fund
Policy the IRS Guarantee Fund will, other than for exceptional short periods defined in the
policy, be at least equal in value to the two highest stress-tested hypothetical losses in excess
of Collateral attributable to IRS Clearing Members. The relative size of the contributions of the
Clearing House will be assessed periodically. The adequacy of the size of the Standard
Guarantee Fund will be formally assessed at least monthly in conjunction with the Risk
Committee. The adequacy of the size of the IRS Guarantee Fund will be formally assessed at

least monthly.
Calculation of Contributions

Unless otherwise communicated by the Clearing House, a Standard Clearing Member's
Contribution is the higher of:

(@  the minimum Contribution of the equivalent of:

® USD 500,000 if the Standard Clearing Member only clears Contracts which have a

commodity as the underlying asset;
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3.3

4.1

4.2

(i)  USD 1.5 million if the Standard Clearing Member only clears Contracts which have
a currency/currencies as the underlying asset (such Contracts can be either or

both Exchange Contracts and Contracts which are not Exchange Contracts); or

(i)  USD 2 million if the Standard Clearing Member clears both Contracts which have a
commodity as the underlying asset and Contracts which have a

currency/currencies as the underlying asset.

(b) Such Standard Clearing Member's proportionate share of the current Standard

Guarantee Fund, derived from application of the Standard Contribution Formula.

Subject to paragraph 3.3 of this Guarantee Funds Procedure, unless otherwise communicated

by the Clearing House, an IRS Clearing Member’s Contribution is the higher of:

(@ the minimum Contribution of the equivalent of EUR 10 million at the Clearing House's

discretion; or

(b) such IRS Clearing Member’s proportionate share of the current IRS Guarantee Fund,
derived from application of the IRS Contribution Formula.

Unless otherwise communicated by the Clearing House, where two IRS Clearing Members are
Affiliated Clearing Members and one of such IRS Clearing Members only maintains an IRS
House Account with the Clearing House, and the other IRS Clearing Member only maintains
IRS Client Accounts with the Clearing House, each of those IRS Clearing Members’
Contributions are the higher of:

(@ the minimum Contribution of the equivalent of EUR 5 million at the Clearing House’s

discretion; or

(b) 50% (fifty per cent) of the aggregate of both IRS Clearing Members’ proportionate share
of the current IRS Guarantee Fund, derived from application of the IRS Contribution

Formula.

Re-calculation of Contributions

The Clearing House will re-calculate Standard Clearing Member’s Contributions to the Standard
Guarantee Fund on a calendar monthly cycle, reflecting any adjustments to the size of the Fund

in those calculations but may do so more frequently if it so determines.

The Clearing House will re-calculate IRS Clearing Member's Contributions to the IRS
Guarantee Fund on a monthly cycle, reflecting any adjustments to the size of the IRS

Guarantee Fund in those calculations but may do so more frequently if it so determines. In
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6.1

6.2

7.1

particular, the Clearing House will re-calculate IRS Clearing Members' Contributions to the IRS
Guarantee Fund more frequently than monthly in the event that the risk profile of the two largest
IRS Clearing Members in terms of the stress-tested hypothetical losses in excess of Collateral

on any given day exceeds the size of the current IRS Guarantee Fund.

In cases where the size of a Guarantee Fund is unchanged, changes to Contributions will be
driven by the standard formula and interactions with the minimum requirement. Within a
calendar month, the Clearing House will require an incremental Contribution if the market value
of any Contribution less the relevant Clearing House haircut has dropped below the level of the

required Contribution.
Notification and Payment of Contributions

No later than two (2) Business Days after the calculation or re-calculation of Contributions, the
Clearing House will notify Clearing Members of the size of their new Contributions with the

underlying detail.

Incremental contributions must be received by the Clearing House before 9:00 on the next
Banking Day following the date of the notification made by the Clearing House. The Clearing
House may debit any such Contribution from the Clearing Member’'s Bank Account at the next

Settlement Cycle in accordance with Rule 4.2.2.
Form and valuation of Contributions

Contributions to a Guarantee Fund may be made in Eligible Cash or Eligible Securities.

Assessments must be paid in Eligible Cash.

The market value of, and haircuts applicable to, Eligible Cash and Eligible Securities transferred
to the Clearing House as Contributions to the Guarantee Funds and Assessments will be
determined in the same way as the market value of Eligible Cash and Eligible Securities
transferred to the Clearing House as Collateral in accordance with the Clearing and Settlement

Procedure.
Assessments

In terms of the contingent coverage of the inadequacy of Collateral in the event of a Clearing
Member default, the Guarantee Funds constitute the funded portions of the Clearing House's
financial safeguards packages. The Assessments constitute additional amounts that the
Clearing Members are contractually obligated to provide to the Clearing House in the event of
the inadequacy of a Guarantee Fund on a Clearing Member default. Amounts callable as

Assessments are unfunded elements of each financial safeguards package.
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The maximum Standard Assessment commitment for each Standard Clearing Member is fixed
at 550% (five hundred and fifty per cent.) of its current Contribution to the Standard Guarantee

Fund, subject to the capping and Cooling Off Period provisions detailed in Rule 8.7.

The IRS Assessment is calculated at least monthly. IRS Assessments are calculated based on
a non-defaulting IRS Clearing Member’s proportionate share of the theoretical third and fourth
largest IRS Clearing Member losses produced by the Clearing House's Stress Test
Methodology, subject to a minimum of 50% (fifty per cent) of the total IRS Guarantee Fund prior
to the start of the IRS Cooling Off Period. In particular, the Clearing House may re-calculate IRS
Clearing Members' IRS Assessments more frequently than monthly in the same circumstances

as it can re-calculate IRS Clearing Members’ Contributions.

The Clearing House will notify Clearing Members of their maximum Assessments no later than

two (2) Business Days after the calculation or re-calculation of such Assessments.
Distributions, Payments and Charges linked to Eligible Assets

Distributions related to Eligible Securities will be made by the Clearing House and interest
payments related to Eligible Cash will be paid by the Clearing House within five (5) Business
Days of receipt of the Distributions by the Custodian at the end of each calendar quarter. The
Clearing House will pass on the custody charges that it incurs in respect of Eligible Securities,

detailing the charges to Clearing Members.
Miscellaneous

For the avoidance of doubt, Contributions held by the Clearing House will not under any
circumstances be considered payment in full or in part for any Collateral or other amounts

required by the Clearing House.
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Delivery Procedures (Part A)

Introduction

These Precious Metal Delivery Procedures describe the delivery mechanics in respect of
physically deliverable OTC Precious Metal Forward Contracts as set out in the Contract Module
and shall apply to Clearing Members entering into OTC Precious Metal Forward Contracts with

the Clearing House.

Delivery is effected by transferring unallocated Precious Metal between the Unallocated

Precious Metals Accounts of Clearing Members and the Clearing House.

Operating Times

OTC Precious Metal Forward Contracts can be accepted for clearing on any Business Day.
Unallocated Precious Metals Accounts

Clearing Members wishing to participate in Precious Metal Forward Contracts shall open and
maintain one or more Unallocated Precious Metals Accounts in respect of unallocated Precious
Metal.

Clearing Members shall open and maintain Unallocated Precious Metals Accounts for the
purposes of making delivery of unallocated Precious Metal to and taking delivery of unallocated
Precious Metal from the relevant Unallocated Precious Metals Account of the Clearing House.
Clearing Members shall provide the details of their Unallocated Precious Metals Accounts to the
Clearing House before entering into OTC Precious Metal Forward Contracts with the Clearing
House. Clearing Members shall ensure that the Clearing House holds accurate and up to date

details of their Unallocated Precious Metals Accounts at all times.

The Clearing House shall open and maintain Unallocated Precious Metals Accounts for the
purposes of making delivery of unallocated Precious Metal to and taking delivery of unallocated
Precious Metal from the relevant Unallocated Precious Metals Account of the Clearing Member.
The Clearing House shall provide details of its Unallocated Precious Metals Accounts to
Clearing Members entering into OTC Precious Metal Forward Contracts with the Clearing

House.

Clearing Members 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 bank in performing its obligations under OTC Precious Metal Forward Contract.

Each Clearing Member shall obtain and adequately maintain at all times such systems and
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technology as may be necessary in order to comply with such requirements.

Unallocated Precious Metals Accounts in respect of unallocated Precious Metal shall be
denominated in fine troy ounces of Gold (to three decimal places) and unallocated Silver,
Platinum and Palladium shall be denominated in troy ounces of Silver, Platinum and Palladium

(to three decimal places), as applicable.

Each Clearing Member with a requirement to deliver shall ensure that all unallocated Precious

Metal delivered is free and clear of all Encumbrances.
Delivery Process

Delivery under an OTC Precious Metal Forward Contract is effected by the transfer of
unallocated Precious Metal in accordance with the terms of such Contract from the Unallocated
Precious Metals Account of the seller to the relevant Unallocated Precious Metals Account of
the Clearing House and from the relevant Unallocated Precious Metals Account of the Clearing

House to the Unallocated Precious Metals Account of the buyer.

In order to effect the delivery of an OTC Precious Metal Forward Contract, the buyer shall pay
cash to the Clearing House and send a transfer instruction to its Settlement Agent for Precious
Metal in order to receive Precious Metal into its Unallocated Precious Metals Account. The
Clearing House must receive such payment from the buyer before the Clearing House
authorises the transfer of Precious Metal from its Unallocated Precious Metals Account to that

of the buyer.

In order to effect the delivery of an OTC Precious Metal Forward Contract, the seller shall send
a transfer instruction to its Settlement Agent for Precious Metals in order to allow unallocated
Precious Metal to be transferred from its Unallocated Precious Metals Account to that of the
Clearing House. The Clearing House must receive the Precious Metal in its Unallocated

Precious Metals Account before the Clearing House authorises payment to the seller.

The detailed delivery timings are set out in paragraph 6 below and are subject to any
amendment to the operational arrangements of the Settlement Agent for Precious Metals. The
Clearing House shall notify Clearing Members of any such amendments where such

amendments are known.

Offsetting positions for an Account are held open until delivery and all open positions are netted
during the delivery process. For the avoidance of doubt, offsetting positions in the House

Account shall not be netted against offsetting positions in a Client Account.

In accordance with the terms stipulated by the LPMCL, the Settlement Agent for Precious Metal

acting for the Clearing House has reserved the right to reverse provisional or erroneous entries
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credited to the Unallocated Precious Metals Account of the Clearing House. In such
circumstances, the Clearing House shall have the right to reverse or adjust any payments made
in respect of such entries and to give such directions as appropriate to the Clearing Members

who are counterparties to the corresponding OTC Precious Metal Forward Contracts.
Third Parties

All payments relating to an OTC Precious Metal Forward Contract shall be made between the
Clearing House and the Clearing Member. For the avoidance of doubt, the Clearing House will
not make any payments to Clients. The Clearing Member should make separate arrangements
for the payment of cash between itself and its Clients in relation to an OTC Precious Metal

Forward Contract.

Unless otherwise instructed, the Clearing House delivers Precious Metal to, and receives the
delivery of Precious Metal from, the Clearing Member’s Unallocated Precious Metals Account
for which the details have been provided to the Clearing House as described in paragraph 3.2
above. In respect of Precious Metals, the Clearing House may accept delivery from, and make
delivery to, Unallocated Precious Metals Accounts of third parties notified by the Clearing
Member to the Clearing House. Third party Unallocated Precious Metal Accounts may be used
for any Client sub-account. For the avoidance of doubt, the Clearing Member is at all times
responsible for the satisfactory performance of the OTC Precious Metal Forward Contract
(including completion of its and its nominated third parties’ delivery and payment obligations).
The Clearing House has no obligations or liabilities under the Rules to any person other than a

Clearing Member.

The Clearing Member shall notify the Clearing House of Unallocated Precious Metals Accounts
relating to any Client Accounts no later than 16:00 hours (London time) on the Business Day

prior to delivery.
Delivery Timings

The Clearing House shall provide a report detailing delivery obligations for each Unallocated
Precious Metals Account of the Clearing Member as soon as reasonably practicable after 16:00
hours (London time) on the Business Day prior to the delivery day. The report shall describe
net flows of cash and Precious Metal relating to physically deliverable Precious Metal Forward

Contracts of the Clearing Member at the sub-account level.

The Clearing House shall send a SWIFT message to the Clearing Member in respect of cash

and Precious Metal overnight prior to the delivery day.

For cash flows
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(@)

(b)

(©)

A Clearing Member with a net requirement to pay cash to the Clearing House shall pay
such cash from its Bank Account to the bank account of the Clearing House as part of the

RTH Settlement Cycle but before 09:00 hours (London time) on the delivery day.
For Clearing Members with a net requirement to receive cash from the Clearing House:

® where such Clearing Member also has a net requirement to deliver Precious Metal
to the Unallocated Precious Metals Account of the Clearing House, the Clearing
House shall instruct its bank to pay cash to the Bank Account of the Clearing
Member, upon receipt of confirmation that Precious Metal has been delivered to

the Unallocated Precious Metals Account of the Clearing House; or

(i)  where such Clearing Member does not also have a net requirement to deliver
Precious Metal to the Unallocated Precious Metals Account of the Clearing House,
the Clearing House shall instruct its bank to pay cash to the Bank Account of the

Clearing Member, no earlier than 10:00 hours (London time) on the delivery day.

Provided that relevant Precious Metal deliveries have been made by the Clearing
Member to the Clearing House, the Clearing House shall complete the payment of cash
to the Bank Account of the Clearing Member, no later than 14:00 hours (London time) on

the delivery day.

For Precious Metal flows

(@)

(b)

A Clearing Member with a net requirement to deliver Precious Metal to the Unallocated
Precious Metals Account of the Clearing House shall complete such delivery, or shall
ensure that such delivery is completed from the nominated third party account, by 13:00
hours (London time) on the delivery day.

For Clearing Members with a net requirement to receive Precious Metal from the Clearing
House:

(@ where such Clearing Member also has a net requirement to pay cash to the
Clearing House, the Clearing House shall deliver Precious Metal to the Unallocated
Precious Metals Account of the Clearing Member, or its nominated third party
account, upon receipt of confirmation that cash has been paid to the bank account
of the Clearing House; or

(i)  where such Clearing Member does not also have a net requirement to pay cash to
the Clearing House, the Clearing House shall deliver Precious Metal to the
Unallocated Precious Metals Account of the Clearing Member, or its nominated

third party account, no earlier than 09:00 hours (London time) on the delivery day.
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(c) Provided that relevant cash payments have been made by the Clearing Member to the
Clearing House, the Clearing House shall complete the delivery of Precious Metal to the
Unallocated Precious Metals Account of the Clearing Member, or its nominated third

party account, no later than 16:00 hours (London time) on the delivery day.
Early close-out prior to delivery day

Here the Clearing Member, or its Client, wishes to enter into a Transaction to close out a
position prior to its delivery date, the Clearing Member shall enter into an opposing Transaction
at the same transaction price as the original position. Where such a price does not represent a
fair market value for the Transaction at the time of the offsetting Transaction, an additional cash
payment will arise between the Clearing Member closing out and its trading counterparty to

such Transaction.

To ensure the early close out of positions, the Clearing Member shall make a request to the
Clearing House that such positions are closed out at the time the offsetting Transaction is

submitted for clearing and shall provide the following information to the Clearing House:

(@ the Account and sub-account in which the Transactions have been placed (the offsetting
Transaction must be in respect of the same Account and sub-account as the original

position);
(b) the transaction identifiers for the two offsetting Transactions;

(c) the amount of Precious Metal to be closed out (subject to the maximum amount, being

the lower of the two Transaction volumes); and

(d) the amount and direction of any additional cash payment being made between the

counterparties entering into the offsetting Transactions.

Such information should be provided in writing by email to
clearingsupport@cmeclearingeurope.com. Clearing Members should in addition contact the

Clearing House by telephone to confirm instructions.

Where an additional cash payment is included, such payment may be made through the

Clearing House settlement cycle.

If the cash payment is to be included in the Clearing House settlement cycle, the Clearing
House shall confirm payment details with the counterparty Clearing Member. Positions will be

closed out once the cash payment has been made in the settlement cycle.

If the cash payment is not to be included in the Clearing House settlement cycle, the Clearing

Member shall provide verifiable information to the Clearing House demonstrating that such
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payment has been made between the counterparties. Positions will be closed out once the

cash payment has been verified.

CFD-#14673507-v1 38



11

1.2

2.1

3.1

4.1

4.2

4.3

Delivery Procedures (Part B): UK Natural Gas

Introduction

These UK Natural Gas Delivery Procedures describe the delivery mechanics in respect of UK
Natural Gas Contracts as set out in the Standard Contract Module and shall apply to Clearing

Members entering into UK Natural Gas Contracts with the Clearing House.

Delivery is effected by transferring rights to natural gas in the National Transmission System
through the process of making Trade Nominations through the Gemini system operated by
National Grid, as set out in the Uniform Network Code, between the accounts of Clearing

Members (or their appointed Gas Transferor / Gas Transferee) and the Clearing House.
Interpretation

Capitalised terms used within these UK Natural Gas Delivery Procedures shall have the

meaning as defined in the Rules and the Standard Contract Module.
Operating Times

UK Natural Gas Contracts can be accepted for clearing on any Business Day.
Licensing and appointment of Gas Transferor / Gas Transferee

The Clearing House is a Restricted User within the terms of the Uniform Network Code.

The Clearing Member shall be responsible for fulfilling the delivery requirements of every
Contract that it has entered into. If it is so able, a Clearing Member may directly make the
required Trade Nominations in order to fulfii delivery requirements (acting as Gas
Transferor/Gas Transferee). Where a Clearing Member chooses not to make Trade
Nominations, it must appoint a third party to act as Gas Transferor/Gas Transferee on its behalf.
The Clearing Member shall notify the Clearing House of the appointment of each relevant Gas
Transferor/Gas Transferee through submission of a completed Gas Transferor/Gas Transferee
Notification Form (signed by an authorised signatory of the Clearing Member and the Gas
Transferor / Gas Transferee) to the Clearing House. A Clearing Member may appoint a different
Gas Transferor/Gas Transferee in respect of any Account or Standard Notional Sub-Account,
provided that only a single Gas Transferor/Gas Transferee may be appointed to effect the

submission of Trade Nominations in respect of any single Contract.
The Clearing Member shall ensure that:

(& it notifies the Clearing House of third parties acting as Gas Transferee/Gas Transferor

relating to any Account or Standard Notional Sub-Account by submission to the Clearing
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House of a completed Gas Transferor/Gas Transferee Notification Form to

clearingsupport@cmeclearingeurope.com by no later than 18.00 hours (London time) on

the last trading day of the relevant UK Natural Gas Contract (as specified in the Standard

Contract Module); and

(b) the Gas Transferee/Gas Transferor acknowledges its appointment no later than 18:00
hours (London time) on the last trading day of the relevant UK Natural Gas Contract (as
specified in the Standard Contract Module) in writing by email to

clearingsupport@cmeclearingeurope.com.

The Clearing Member is responsible for the accuracy of information provided in any Gas
Transferor/Gas Transferee Notification Form and for ensuring that the person signing the Gas
Transferor/Gas Transferee Notification Form on behalf of the Clearing Member and the Gas

Transferor / Gas Transferee is authorised to do so.

Each Clearing Member shall ensure that any Gas Transferor/Gas Transferee (whether a
Clearing Member acting as Gas Transferor / Gas Transferee or any Gas Transferor / Gas
Transferee appointed by the Clearing Member (as appropriate)) has the right to make Trade
Nominations under the Uniform Network Code and has access to the UK Link system and shall
ensure that the Gas Transferor / Gas Transferee will at all times comply with the terms of any
applicable licence or registration it holds, the Uniform Network Code, and any other Applicable
Law. Each Clearing Member, or any Gas Transferor/Gas Transferee appointed by the Clearing
Member, shall obtain and adequately maintain at all times such systems and technology as may

be necessary in order to comply with such requirements.

All payments relating to UK Natural Gas Contracts shall be made between the Clearing House
and the Clearing Member. For the avoidance of doubt, the Clearing House will not make any
payments to Clients or any person appointed as Gas Transferor / Gas Transferee by the
Clearing Member. The Clearing Member should make separate arrangements for the payment
of cash between itself and its Clients in relation to UK Natural Gas Contracts.

Unless a third party is appointed by a Clearing Member to act as Gas Transferor / Gas
Transferee, the Clearing House will deliver natural gas under any Contract to, and will receive
the delivery of natural gas from, the Clearing Member. The Clearing House may accept delivery
from, and make delivery to, third parties acting in the capacity of Gas Transferee or Gas
Transferor (as the case may be, and in each case as agent for the Clearing Member) notified by

the Clearing Member to the Clearing House in accordance with these Delivery Procedures.

For the avoidance of doubt, the Clearing Member shall at all times remain responsible for the
satisfactory performance of UK Natural Gas Contracts including completion of its delivery,

payment and other obligations under the Rules and also the delivery obligations of any Gas
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Transferor/Gas Transferee appointed by the Clearing Member.
Delivery Process

Delivery under UK Natural Gas Contracts is effected by the transfer of rights to natural gas in
accordance with the terms of that Contract through the process of making Trade Nominations
such that the seller of natural gas makes a Disposing Trade Nomination that corresponds to an
Acquiring Trade Nomination made by the Clearing House, and the buyer of natural gas makes
an Acquiring Trade Nomination that corresponds to a Disposing Trade Nomination made by the
Clearing House. Trade Nominations must be made through the Gemini system (part of the UK
Link system operated by National Grid).

Payment of cash in respect of the delivery of natural gas shall be made in accordance with

paragraphs 6.7 to 6.9 below and does not occur concurrently with the delivery of natural gas.

The detailed delivery timings are set out in paragraph 6 below and are subject to any
amendment to the operational arrangements of the Uniform Network Code. The Clearing House
shall notify Clearing Members of any such amendments which may have a material impact on
the operation of UK Natural Gas Contracts and where such amendments are known to the

Clearing House.

Subject to paragraph 8 below, offsetting positions for any Account or Standard Notional Sub-
Account are held open until delivery and all open positions are netted during the delivery
process. For the avoidance of doubt, offsetting positions in the House Account or in the Non-

Segregated Client Account shall not be netted against offsetting positions in any Client Account.
Delivery Timings

The Clearing Member must finalise the account assignment of Contracts and notify the Clearing
House no later than 17:00 hours (London time) on the last trading day of the Contract (as
specified in the Standard Contract Module). The Clearing Member must provide information on
the Gas Transferor / Gas Transferee for each relevant account by 18:00 hours (London time) on

the last trading day of the Contract to the Clearing House if it has not already done so.

The Clearing House will calculate the net delivery requirements for each account during its
overnight system processing operations. The Clearing House shall provide a report to each
Clearing Member detailing delivery obligations for each of the relevant Accounts and sub-
accounts of that Clearing Member as soon as reasonably practicable after 08:00 hours (London
time) on the day following the last trading day of the relevant UK Natural Gas Contract (as
specified in the Commodities Contract Module). The report shall describe net flows of cash and

natural gas relating to UK Natural Gas Contracts of the Clearing Member for each relevant
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For

Account and sub-account.

The Clearing Member shall acknowledge receipt and confirm delivery requirements by 12:00
hours (London time) on the day following the last trading day of the relevant UK Natural Gas
Contract (as specified in the Standard Contract Module). Any perceived inaccuracies in the
delivery requirements should be notified to the Clearing House by the Clearing Member by this
time. Confirmation of the delivery requirements must be provided by the Clearing Member by

email to clearingsupport@cmeclearingeurope.com.

The Clearing House may appoint a Gas Delivery Agent to facilitate its processing of delivery
instructions. Where the Clearing House has appointed a Gas Delivery Agent, the gas delivery
requirements shall be provided by the Clearing House to the Gas Delivery Agent by 15:00 hours
(London time) on the day following the last trading day of the relevant UK Natural Gas Contract
(as specified in the Standard Contract Module).

The Gas Delivery Agent, on behalf of the Clearing House, shall submit delivery instructions to
the Gemini System operated by the National Grid by 20:00 hours (London time) on the day prior

to each Gas Flow Day in the delivery period.

The Clearing Member (or its Gas Transferor / Gas Transferee as applicable) must submit
delivery instructions to the Gemini system operated by the National Grid by 06:00 hours

(London time) on each Gas Flow Day in the delivery period.
cash flows

A Clearing Member with a net requirement to pay cash to the Clearing House shall pay such
cash from its Bank Account to the bank account of the Clearing House by no later than 10:00
hours (London time) on the second Banking Day following the Gas Flow Day. Payment to the
Clearing House shall occur in accordance with Rule 4.2.6 as part of the RTH Settlement Cycle.

A Clearing Member may fulfil its payment obligation at an earlier date.
For Clearing Members with a net requirement to receive cash from the Clearing House:

(8) the Clearing House shall instruct its bank to pay cash to the Bank Account of the Clearing

Member as part of the RTH Settlement Cycle;

(b)  where such Clearing Member also has a net requirement to deliver natural gas to the
Clearing House, the Clearing House shall instruct its bank to pay cash to the Bank
Account of the Clearing Member, provided that the Clearing Member has fulfilled its

natural gas delivery requirements; and

(c) payment to the Clearing Member shall occur by no later than 10:00 hours (London time)

on the 20" calendar day of the calendar month following the contract delivery period, as
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6.9

specified in the relevant UK Natural Gas Contract, or if such day is not a Banking Day, on

the first preceding UK Banking Day.

In the case where a Clearing Member with a net requirement to receive cash and a net
requirement to deliver natural gas has not fulfilled its natural gas delivery requirements, the
Clearing House shall only pay an amount of cash that reflects, as determined by the Clearing
House in its absolute discretion, the proportion of the natural gas delivery requirement that has

been fulfilled.

For Natural Gas flows

6.10

6.11

6.12

6.13

7.1

7.2

A Clearing Member with a net requirement to deliver natural gas to the Clearing House shall
ensure that Disposing Trade Nominations shall be submitted to the Gemini system and
accepted by National Grid in respect of each Gas Flow Day in the contract delivery period on
which a delivery is required to be made (as specified in the relevant UK Natural Gas Contract)

by 06:00 hours (London time) on the Gas Flow Day.

A Clearing Member with a net requirement to receive natural gas from the Clearing House shall
ensure that Acquiring Trade Nominations shall be submitted to the Gemini system and accepted
by National Grid in respect of each Gas Flow Day in the contract delivery period on which a
delivery is required to be made (as specified in the relevant UK Natural Gas Contract) by 06:00

hours (London time) on the Gas Flow Day.

The Clearing House shall ensure that its Disposing Trade Nominations and Acquiring Trade
Nominations shall be shall be submitted to the Gemini system and accepted by National Grid in
respect of each Gas Flow Day in the contract delivery period (as specified in the relevant UK
Natural Gas Contract) by 20:00 hours (London time) on the day prior to each Gas Flow Day in

the delivery period.

Where instructions are complete and matched by the National Grid, and are not reversed by
National Grid, the deliveries in respect of each Gas Flow Day will be deemed complete by 06:00

hours (London time) on the day following the relevant Gas Flow Day and may not be reversed.

Failure to Deliver

Where the Clearing Member fails to fulfil its gas delivery requirements under any UK Natural
Gas Contract for any reason, including but not limited to a failure to ensure the accurate,
complete and timely submission of Disposing Trade Nominations or Acquiring Trade
Nominations, the Clearing Member shall take all necessary steps to remedy this failure and

shall follow any instructions issued by the Clearing House.

Where the Clearing House suffers a Daily Imbalance within the National Transmission System
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7.3

as a result of:

(&) the failure of a Clearing Member to ensure the accurate, complete and timely submission
of Disposing Trade Nominations or Acquiring Trade Nominations in accordance with
Section C5 of the Transportation Principal Document within the Uniform Network Code;

or

(b) any other actions or inactions of any Clearing Member (which shall include the actions or

inactions of any Gas Transferor/Gas Transferee appointed by that Clearing Member),

the Clearing Member shall make a compensation payment to the Clearing House for the full
amount of any Balancing Charges and any other associated costs imposed on the Clearing
House by National Grid relating to the failure of that Clearing Member to deliver in accordance
with the relevant UK Natural Gas Contract and these Delivery Procedures. For the avoidance of
doubt, any compensation payment may represent a pro rata amount allocated to the Clearing
Member by the Clearing House in respect of an overall charges and costs imposed by National
Grid on the Clearing House in respect of the Daily Imbalance of the Clearing House. This
compensation payment shall be payable in accordance with paragraph 7.5 below and shall be
made on or before the 20" calendar day of the calendar month following the contract month (as
specified in the relevant UK Natural Gas Contract), or if such day is not a Banking Day, on the

first preceding Banking Day.

Without prejudice to the rights of the Clearing House under the Rules, the Clearing House
reserves the right to take such action as necessary to rectify any Daily Imbalance that it may
suffer or to avoid the occurrence of a Daily Imbalance due to the failure of a Clearing Member to

fulfil its gas delivery requirements, including without limitation:

(a) if the Clearing Member is a Delivery Seller, the Clearing House may acquire rights in
natural gas from any person in order to reduce or extinguish any liability it may incur or
suffer under the Uniform Network Code as a result of the Clearing Member’s failure to

perform its gas delivery requirements;

(b) if the Clearing Member is a Delivery Buyer, the Clearing House may sell rights in natural
gas to any person in order to reduce or extinguish any liability it may incur or suffer under
the Uniform Network Code as a result of the Clearing Member’s failure to perform its gas

delivery requirements.

In addition to any compensation payment payable under paragraph 7.2(b) above, the Clearing
Member shall be liable for and shall indemnify the Clearing House in respect of any additional
costs, express or implied, incurred by the Clearing House in taking any such actions due to the
failure of the Clearing Member to fulfil its obligations. For the avoidance of doubt, such costs

may include an administration charge reflecting the Clearing House'’s internal expenses in
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relation to the management or avoidance of a Daily Imbalance arising from the actions or
inactions of the Clearing Member or its agent. Such additional costs will be allocated pro rata by
the Clearing House between each Clearing Member which failed to fulfil its delivery obligations

and which required the Clearing House to take the relevant actions.

Without prejudice to the rights of the Clearing House under the Rules and under paragraph 7.2
and 7.3 above, the Clearing House may liaise with Clearing Members affected by the delivery
failure of another Clearing Member and may take any action at its sole discretion under the
Rules and these UK Natural Gas Delivery Procedures. In the event of a delivery failure by a
Delivery Seller, where the Clearing House is not able to rectify the delivery failure at its sole
discretion, the Clearing House may issue a credit note to affected Delivery Buyers for an

amount up to the Delivery Value of the failed delivery.

In the circumstances set out in paragraph 7.2 and 7.3, the Clearing House shall invoice each
Clearing Member and require payment in respect of any such fees and charges in accordance
with Rule 4.1.2.

Early Close-out Prior to Delivery Day

Where the Clearing Member, or its Client, wishes to enter into a Transaction to close out a UK
Natural Gas Contract prior to its delivery date, the Clearing Member shall enter into an opposing
Transaction at the same transaction price as the original position. Where such a price does not
represent a fair market value for the Transaction at the time of the offsetting Transaction, an
additional cash payment will arise between the Clearing Member closing out and its trading

counterparty to such Transaction.

To ensure the early close out of a UK Natural Gas Contract, the Clearing Member shall make a
request to the Clearing House that such Contract is closed out at the time the offsetting
Transaction is submitted for clearing and shall provide the following information to the Clearing

House:

(&) the Account and sub-account in which the Transactions have been placed (the offsetting
Transaction must be in respect of the same Account and sub-account as the original

position);
(b) the transaction identifiers for the two offsetting Transactions;

(c) the number of UK Natural Gas Contracts to be closed out (subject to the maximum

amount, being the lower of the two Transaction volumes); and

(d) the amount and direction of any additional cash payment being made between the

counterparties entering into the offsetting Transactions.
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9.1
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9.3

9.4

9.5

Such information should be provided in writing by email to

clearingsupport@cmeclearingeurope.com. Clearing Members should in addition contact the

Clearing House by telephone on 020 3379 3100 to confirm instructions.

Where an additional cash payment is included, such payment shall be made in accordance with
Rule 4.2.6.

If the cash payment is to be included in the Clearing House RTH settlement cycle, the Clearing
House shall confirm payment details with the counterparty Clearing Member. The relevant UK
Natural Gas Contract will be closed out once the cash payment has been made within the RTH

settlement cycle.

If the cash payment is not to be included in the Clearing House RTH settlement cycle, the
Clearing Member shall provide verifiable information to the Clearing House demonstrating that
such payment has been made between the counterparties. The relevant UK Natural Gas

Contract will be closed out once the receipt of cash payment has been verified.

Value Added Tax

UK Value Added Tax (VAT) is normally payable on natural gas deliveries. As described in the
Commodities Contract Module, Clearing Members must provide the Clearing House with their
UK VAT registration details prior to entering into UK Natural Gas Contracts. The amount of the

VAT shall be paid simultaneously with the payment of the Delivery Value.

For tax accounting purposes, VAT is to be accounted for on gross transactions.

The Clearing House shall provide a VAT Invoice to each Clearing Member specifying details for
the gross transactions for which the Clearing Member was a Delivery Buyer. The Clearing

House shall provide this VAT Invoice on a monthly basis.

Clearing Members are requested to enter into a VAT self-billing agreement with the Clearing
House. For Clearing Members that have entered into such an agreement, the Clearing House
shall provide a Self-Billing VAT Invoice to each Clearing Member specifying details for the gross
transactions for which the Clearing Member was a Delivery Seller. The Clearing House shall

provide this Self-Billing VAT Invoice on a monthly basis.

For Clearing Members that have not entered into a VAT self-billing agreement, the Clearing
Member is required to provide the Clearing House with a VAT Invoice specifying details for the
gross transactions for which the Clearing Member was a Delivery Seller and the Clearing House

was the Delivery Buyer. This VAT Invoice must be provided on a monthly basis.
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1.2

2.1

3.1

4.1

4.2

4.3

Delivery Procedures (Part C): Dutch Natural Gas

Introduction

These Dutch Natural Gas Delivery Procedures describe the delivery mechanics in respect of
Dutch Natural Gas Contracts as set out in the Standard Contract Module and shall apply to

Clearing Members entering into Dutch Natural Gas Contracts with the Clearing House.

Delivery is effected by transferring rights to natural gas in the National Gas Transmission
System through the process of making Trade Nominations through the Edig@s system
operated by GTS, as set out in the GTS Rules, between the accounts of Clearing Members (or

their appointed Gas Transferor / Gas Transferee) and the Clearing House.
Interpretation

Capitalised terms used within these Dutch Natural Gas Delivery Procedures shall have the

meaning as defined in the Rules and the Standard Contract Module.
Operating Times

Dutch Natural Gas Contracts can be accepted for clearing on any Business Day.
Licensing and appointment of Gas Transferor / Gas Transferee

The Clearing House is licensed with GTS with Licence LA as a shipper of natural gas in the
Netherlands within the terms of the GTS Rules.

Each Clearing Member must be licensed as a shipper within the terms of the GTS Rules.

The Clearing Member shall be responsible for fulfilling the delivery requirements of every
Contract that it has entered into. If it is so able, a Clearing Member may directly make the
required Trade Nominations in order to fulfii delivery requirements (acting as Gas
Transferor/Gas Transferee). Where a Clearing Member chooses not to make Trade
Nominations, it must appoint a third party to act as Gas Transferor/Gas Transferee on its behalf.
The Clearing Member shall notify the Clearing House of the appointment of each relevant Gas
Transferor/Gas Transferee through submission of a completed Gas Transferor/Gas Transferee
Notification Form (signed by an authorised signatory of the Clearing Member and the Gas
Transferor / Gas Transferee) to the Clearing House. A Clearing Member may appoint a different
Gas Transferor/Gas Transferee in respect of any Account or Standard Notional Sub-Account,
provided that only a single Gas Transferor/Gas Transferee may be appointed to effect the

submission of Trade Nominations in respect of any single Contract.
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The Clearing Member shall ensure that:

(8 it notifies the Clearing House of third parties acting as Gas Transferee/Gas Transferor
relating to any Account or Standard Notional Sub-Account by submission to the Clearing
House of a completed Gas Transferor/Gas Transferee Notification Form to

clearingsupport@cmeclearingeurope.com by no later than 18:00 hours (London time)

(19.00 hours CET) on the last trading day of the relevant Dutch Natural Gas Contract (as

specified in the Standard Contract Module); and

(b) the Gas Transferee/Gas Transferor acknowledges its appointment no later than 18:00
hours (London time) (19.00 hours CET) on the last trading day of the relevant Dutch
Natural Gas Contract (as specified in the Standard Contract Module) in writing by email to

clearingsupport@cmeclearingeurope.com.

The Clearing Member is responsible for the accuracy of information provided in any Gas
Transferor/Gas Transferee Notification Form and for ensuring that the person signing the Gas
Transferor/Gas Transferee Notification Form on behalf of the Clearing Member and the Gas

Transferor / Gas Transferee is authorised to do so.

Each Clearing Member shall ensure that any Gas Transferor/Gas Transferee (whether a
Clearing Member acting as Gas Transferor / Gas Transferee or any Gas Transferor / Gas
Transferee appointed by the Clearing Member (as appropriate)) has the right to make Trade
Nominations under the GTS Rules and has access to the Edig@s system. Each Clearing
Member shall ensure that the Gas Transferor / Gas Transferee will at all times comply with the
terms of any applicable licence or registration it holds, the GTS Rules and any other Applicable
Law and that the Gas Transferor / Gas Transferee meets the conditions on electronic
messaging and expertise and care set out in clause 3.2.0(b) and 3.2.0(c) of the Transportation
Conditions Gas. Each Clearing Member, or any Gas Transferor/Gas Transferee appointed by
the Clearing Member, shall obtain and adequately maintain at all times such systems and

technology as may be necessary in order to comply with such requirements.

All payments relating to Dutch Natural Gas Contracts shall be made between the Clearing
House and the Clearing Member. For the avoidance of doubt, the Clearing House will not make
any payments to Clients or any person appointed as Gas Transferor / Gas Transferee by the
Clearing Member. The Clearing Member should make separate arrangements for the payment

of cash between itself and its Clients in relation to Dutch Natural Gas Contracts.

Unless a third party is appointed by a Clearing Member to act as Gas Transferor / Gas
Transferee, the Clearing House will deliver natural gas under any Contract to, and will receive
the delivery of natural gas from, the Clearing Member. The Clearing House may accept delivery
from, and make delivery to, third parties acting in the capacity of Gas Transferee or Gas

Transferor (as the case may be, and in each case as agent for the Clearing Member) notified by
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4.9

51

5.2

53

54

6.1

6.2

the Clearing Member to the Clearing House in accordance with these Delivery Procedures.

For the avoidance of doubt, the Clearing Member shall at all times remain responsible for the
satisfactory performance of Dutch Natural Gas Contracts including completion of its delivery,
payment and other obligations under the Rules and also the delivery obligations of any Gas

Transferor/Gas Transferee appointed by the Clearing Member.
Delivery Process

Delivery under Dutch Natural Gas Contracts is effected by the transfer of rights to natural gas in
accordance with the terms of that Contract through the process of making Trade Nominations
such that the seller of natural gas makes a Disposing Trade Nomination that corresponds to an
Acquiring Trade Nomination made by the Clearing House, and the buyer of natural gas makes
an Acquiring Trade Nomination that corresponds to a Disposing Trade Nomination made by the
Clearing House. Trade Nominations must be made through the Edig@s system operated by
GTS.

Payment of cash in respect of the delivery of natural gas shall be made in accordance with

paragraphs 6.7 to 6.9 below and does not occur concurrently with the delivery of natural gas.

The detailed delivery timings are set out in paragraph 6 below and are subject to any
amendment to the operational arrangements of the GTS Rules. The Clearing House shall notify
Clearing Members of any such amendments which may have a material impact on the operation

of Dutch Natural Gas Contracts and where such amendments are known to the Clearing House.

Subject to paragraph 8 below, offsetting positions for any Account or Standard Notional Sub-
Account are held open until delivery and all open positions are netted during the delivery
process. For the avoidance of doubt, offsetting positions in the House Account or in the Non-

Segregated Client Account shall not be netted against offsetting positions in any Client Account.
Delivery Timings

The Clearing Member must finalise the account assignment of Contracts and notify the Clearing
House no later than 17:00 hours (London time) (18:00 hours CET) on the last trading day of the
Contract (as specified in the Standard Contract Module). The Clearing Member must provide
information on the Gas Transferor / Gas Transferee for each relevant account by 18:00 hours
(London time) (19:00 hours CET) on the last trading day of the Contract to the Clearing House if

not already done so.

The Clearing House will calculate the net delivery requirements for each account during its
overnight system processing operations. The Clearing House shall provide a report to each

Clearing Member detailing delivery obligations for each of the relevant Accounts and sub-
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6.5
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accounts of that Clearing Member as soon as reasonably practicable after 08:00 hours (London
time) (09:00 hours CET) on the day following the last trading day of the relevant Dutch Natural
Gas Contract (as specified in the Standard Contract Module). The report shall describe net
flows of cash and natural gas relating to Dutch Natural Gas Contracts of the Clearing Member

for each relevant Account and sub-account.

The Clearing Member shall acknowledge receipt and confirm delivery requirements by 12:00
hours (London time) (13:00 hours CET) on the day following the last trading day of the relevant
Dutch Natural Gas Contract (as specified in the Standard Contract Module). Any perceived
inaccuracies in the delivery requirements should be notified to the Clearing House by the
Clearing Member by this time. Confirmation of the delivery requirements must be provided by

the Clearing Member by email to clearingsupport@cmeclearingeurope.com.

Where the Clearing House has appointed a Gas Delivery Agent, the gas delivery requirements
forming the programme responsibility for the Clearing House under the GTS Rules shall be
provided by the Gas Delivery Agent to GTS by no later than 13:00 hours (London time) (14:00
hours CET) on the day following the last trading day of the relevant Dutch Natural Gas Contract

(as specified in the Standard Contract Module).

The Gas Delivery Agent, on behalf of the Clearing House, shall aim to submit Trade
Nominations to the Edig@s System operated by GTS by 18:00 hours (London time) (19:00
hours CET) on the day prior to each Gas Delivery Day in the delivery period.

The Clearing Member (or its Gas Transferor / Gas Transferee as applicable) must submit the
gas delivery requirements forming the programme responsibility for the Clearing Member under
the GTS Rules to GTS by no later than 13:00 hours (London time) (14:00 hours CET) on the
day following the last trading day of the relevant Dutch Natural Gas Contract (as specified in the
Standard Contract Module).

The Clearing Member (or its Gas Transferor / Gas Transferee as applicable) must submit Trade
Nominations to the Edig@s system operated by GTS by 15:30 hours (London time) (16:30
hours CET) on the day before each Gas Delivery Day in the delivery period. All Trade
Nominations in respect of deliveries of natural gas must be matched by no later than 2 hours
prior to the start of the Gas Delivery Day.

For cash flows

6.8

A Clearing Member with a net requirement to pay cash to the Clearing House shall pay such
cash from its Bank Account to the bank account of the Clearing House by no later than 10:00
hours (London time) (11:00 hours CET) on the second Banking Day following the Gas Delivery

Day. Payment to the Clearing House shall occur in accordance with Rule 4.2.6 as part of the
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6.10

RTH Settlement Cycle. A Clearing Member may fulfil its payment obligation at an earlier date.

For Clearing Members with a net requirement to receive cash from the Clearing House:

(@ the Clearing House shall instruct its bank to pay cash to the Bank Account of the Clearing

Member as part of the RTH Settlement Cycle;

(b)  where such Clearing Member also has a net requirement to deliver natural gas to the
Clearing House, the Clearing House shall instruct its bank to pay cash to the Bank
Account of the Clearing Member, provided that the Clearing Member has fulfilled its

natural gas delivery requirements; and

(c) payment to the Clearing Member shall occur by no later than 10:00 hours (London time)
(11:00 hours CET) on the second Banking Day following the Gas Delivery Day.

In the case where a Clearing Member with a net requirement to receive cash and a net
requirement to deliver natural gas has not fulfilled its natural gas delivery requirements, the
Clearing House shall only pay an amount of cash that reflects, as determined by the Clearing
House in its absolute discretion, the proportion of the natural gas delivery requirement that has

been fulfilled.

For Natural Gas flows

6.11

6.12

6.13

6.14

A Clearing Member with a net requirement to deliver natural gas to the Clearing House shall
ensure that Disposing Trade Nominations shall be submitted to the Edig@s system and
accepted by GTS in respect of each Gas Delivery Day in the contract delivery period on which a
delivery is required to be made (as specified in the relevant Dutch Natural Gas Contract) by
15:30 hours (London time) (16:30 hours CET) on the day before each Gas Delivery Day.

A Clearing Member with a net requirement to receive natural gas from the Clearing House shall
ensure that Acquiring Trade Nominations shall be submitted to the Edig@s system and
accepted by GTS in respect of each Gas Delivery Day in the contract delivery period on which a
delivery is required to be made (as specified in the relevant Dutch Natural Gas Contract) by
15:30 hours (London time) (16:30 hours CET) on the day before each Gas Delivery Day.

The Clearing House shall ensure that its Disposing Trade Nominations and Acquiring Trade
Nominations shall be shall be submitted to the Edig@s system and accepted by GTS in respect
of each Gas Delivery Hour in the contract month (as specified in the relevant Dutch Natural Gas

Contract) by no later than 30 minutes prior to the Gas Delivery Hour at the very latest.

Where delivery instructions and Trade Nominations are complete and matched by GTS and a

confirmation is provided by GTS to the relevant parties under the GTS Rules, the relevant
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deliveries will be deemed complete and may not be reversed.

Failure to Deliver

Where the Clearing Member fails to fulfil its gas delivery requirements under any Dutch Natural
Gas Contract for any reason, including but not limited to a failure to ensure the accurate,
complete and timely submission of Disposing Trade Nominations or Acquiring Trade
Nominations, the Clearing Member shall take all necessary steps to remedy this failure and

shall follow any instructions issued by the Clearing House.

Where the Clearing House suffers an imbalance in any Gas Delivery Hour or Gas Delivery Day

within the National Gas Transmission System as a result of:

(8) the failure of a Clearing Member to ensure the accurate, complete and timely submission
of Disposing Trade Nominations or Acquiring Trade Nominations in accordance with the
GTS Rules; or

(b) any other actions or inactions of any Clearing Member (which shall include the actions or

inactions of any Gas Transferor/Gas Transferee appointed by that Clearing Member),

the Clearing Member shall make a compensation payment to the Clearing House for the full amount of

any balancing charges and any other associated costs imposed on the Clearing House by GTS

relating to the failure of that Clearing Member to deliver in accordance with the relevant Dutch Natural

Gas Contract and these Delivery Procedures. For the avoidance of doubt, any compensation payment

may represent a pro rata amount allocated to the Clearing Member by the Clearing House in respect

of an overall charges and costs imposed by GTS on the Clearing House in respect of the imbalance of

the Clearing House. This compensation payment shall be payable in accordance with paragraph 7.5

below and shall be made on or before the 14™ calendar day of the calendar month following the

contract month (as specified in the relevant Dutch Natural Gas Contract), or if such day is not a

Banking Day, on the first preceding Banking Day.

7.3

Without prejudice to the rights of the Clearing House under the Rules, the Clearing House
reserves the right to take such action as necessary to rectify any imbalance that it may suffer or
to avoid the occurrence of an imbalance due to the failure of a Clearing Member to fulfil its gas
delivery requirements in relation to any Gas Delivery Hour or Gas Delivery Day, including

without limitation:

(@) if the Clearing Member is a Delivery Seller, the Clearing House may acquire rights in
natural gas from any person in order to reduce or extinguish any liability it may incur or
suffer under the GTS Rules as a result of the Clearing Member’s failure to perform its gas

delivery requirements;
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(b) if the Clearing Member is a Delivery Buyer, the Clearing House may sell rights in natural
gas to any person in order to reduce or extinguish any liability it may incur or suffer under
the GTS Rules as a result of the Clearing Member’s failure to perform its gas delivery

requirements.

In addition to any compensation payment payable under paragraph 7.3(b) above, the Clearing
Member shall be liable for and shall indemnify the Clearing House in respect of any additional
costs, express or implied, incurred by the Clearing House in taking any such actions due to the
failure of the Clearing Member to fulfil its obligations. For the avoidance of doubt, such costs
may include an administration charge reflecting the Clearing House’s internal expenses in
relation to the management or avoidance of a Daily Imbalance arising from the actions or
inactions of the Clearing Member or its agent. Such additional costs will be allocated pro rata by
the Clearing House between each Clearing Member which failed to fulfil its delivery obligations

and which required the Clearing House to take the relevant actions.

Without prejudice to the rights of the Clearing House under the Rules and under paragraph 7.2
and 7.3 above, the Clearing House may liaise with Clearing Members affected by the delivery
failure of another Clearing Member and may take any action at its sole discretion under the
Rules and these Dutch Natural Gas Delivery Procedures. In the event of a delivery failure by a
Delivery Seller, where the Clearing House is not able to rectify the delivery failure at its sole
discretion, the Clearing House may issue a credit note to affected Delivery Buyers for an

amount up to the Delivery Value of the failed delivery.

In the circumstances set out in paragraph 7.2 and 7.3, the Clearing House shall invoice each
Clearing Member and require payment in respect of any such fees and charges in accordance
with Rule 4.1.2.

Early Close-out Prior to Delivery Day

Where the Clearing Member, or its Client, wishes to enter into a Transaction to close out a
Dutch Natural Gas Contract prior to its delivery date, the Clearing Member shall enter into an
opposing Transaction at the same transaction price as the original position. Where such a price
does not represent a fair market value for the Transaction at the time of the offsetting
Transaction, an additional cash payment will arise between the Clearing Member closing out

and its trading counterparty to such Transaction.

To ensure the early close out of a Dutch Natural Gas Contract, the Clearing Member shall make
a request to the Clearing House that such Contract is closed out at the time the offsetting
Transaction is submitted for clearing and shall provide the following information to the Clearing

House:

(&) the Account and sub-account in which the Transactions have been placed (the offsetting
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Transaction must be in respect of the same Account and sub-account as the original

position);

(b) the transaction identifiers for the two offsetting Transactions;

(c) the number of Dutch Natural Gas Contracts to be closed out (subject to the maximum

amount, being the lower of the two Transaction volumes); and

(d) the amount and direction of any additional cash payment being made between the

counterparties entering into the offsetting Transactions.

Such information should be provided in writing by email to

clearingsupport@cmeclearingeurope.com. Clearing Members should in addition contact the

Clearing House by telephone on 020 3379 3100 to confirm instructions.

Where an additional cash payment is included, such payment shall be made in accordance with
Rule 4.2.6.

If the cash payment is to be included in the Clearing House RTH settlement cycle, the Clearing
House shall confirm payment details with the counterparty Clearing Member. The relevant
Dutch Natural Gas Contract will be closed out once the cash payment has been made within the

RTH settlement cycle.

If the cash payment is not to be included in the Clearing House RTH settlement cycle, the
Clearing Member shall provide verifiable information to the Clearing House demonstrating that
such payment has been made between the counterparties. The relevant Dutch Natural Gas

Contract will be closed out once the receipt of cash payment has been verified.

Value Added Tax

UK Value Added Tax (VAT) is normally payable on natural gas deliveries. As described in the
Commodities Contract Module, Clearing Members must provide the Clearing House with their
UK VAT registration details prior to entering into Dutch Natural Gas Contracts. The amount of

the VAT shall be paid simultaneously with the payment of the Delivery Value.

For tax accounting purposes, VAT is to be accounted for on gross transactions.

The Clearing House shall provide a VAT Invoice to each Clearing Member specifying details for
the gross transactions for which the Clearing Member was a Delivery Buyer. The Clearing

House shall provide this VAT Invoice on a monthly basis.

Clearing Members are requested to enter into a VAT self-billing agreement with the Clearing

House. For Clearing Members that have entered into such an agreement, the Clearing House
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shall provide a Self-Billing VAT Invoice to each Clearing Member specifying details for the gross
transactions for which the Clearing Member was a Delivery Seller. The Clearing House shall

provide this Self-Billing VAT Invoice on a monthly basis.

9.5 For Clearing Members that have not entered into a VAT self-billing agreement, the Clearing
Member is required to provide the Clearing House with a VAT Invoice specifying details for the
gross transactions for which the Clearing Member was a Delivery Seller and the Clearing House

was the Delivery Buyer. This VAT Invoice must be provided on a monthly basis.
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Complaints Procedure

Introduction

This Complaints Procedure is designed to ensure that all Complaints received from Clearing

Members are dealt with fairly and in an objective and prompt way.
Types of Complaints

Paragraphs 3 to 7 of this Complaints Procedure set out how a Clearing Member who has a
Clearing House Complaint may make a formal complaint to the Clearing House and how the

Clearing House will investigate and resolve such a complaint.

Paragraph 8 of this Complaints Procedure sets out how a Clearing Member who has a Clearing
Member Complaint may make a formal complaint to the Clearing House and how the Clearing

House will investigate and resolve such a complaint.
Requirements for Clearing House Complaints

A Clearing House Complaint must:

(@ be made in writing, dated and addressed to the Regulatory Compliance Officer, CME
Clearing Europe Limited, One New Change, London EC4M 9AF;

(b) setout, so far as possible, full details of the substance of the Clearing House Complaint
including, without limitation, the date(s) and place(s) when it occurred, the names of the

persons involved;
(c)  setout the outcome that is sought by the complainant;

(d) contain any other details or documentation that the complainant considers that the

Clearing House shall require in order to investigate the Clearing House Complaint;

(e) be made no later than three (3) months after the conduct, behaviour or other actions that
are the subject of the Clearing House Complaint or, if the conduct, behaviour or other
actions complained of consists of a series of events, no later than three (3) months after

the end of the last such event; and

() contain the complainant’s full name and address and the contact details of the person

who the Clearing House should contact in relation to the Clearing House Complaint.
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5.2

Acknowledgement and investigation

The Clearing House must acknowledge the Clearing House Complaint in writing, to the address

shown on the letter of complaint, within ten (10) Business Days of receipt.

If, in the opinion of the Clearing House, the letter of complaint meets the Complaints
Requirements (as set out in paragraph 3 above), the Clearing House will refer the Clearing
House Complaint to an Investigation Committee. Complaints must be referred to the
Investigation Committee within ten (10) Business Days of receipt of the letter of complaint by

the Clearing House.

An Investigation Committee shall consist of any 3 of the following persons:
(&) The Chief Executive Officer of the Clearing House;

(b)  The Chief Operating Officer of the Clearing House;

(c)  Any head of department of the Clearing House;

(d)  The Regulatory Compliance Officer of the Clearing House; and

(e) Any of the independent non-executive members of the Board;

providing always that an Investigation Committee shall have at least one Director among its
number.

The Clearing House reserves the right to consider a Clearing House Complaint made by a
Clearing Member that is also a member of the Exchange, the subject of which is also the
subject of an Exchange Complaint, in conjunction with the Exchange.

If, in the opinion of the Clearing House, the letter of complaint does not meet the Complaints
Requirements, the Clearing House reserves the right not to commence an internal investigation

until, in its opinion, the Complaints Requirements are met.
Internal investigation

The Investigation Committee has responsibility for carrying out an objective and thorough

review and investigation of the Clearing House Complaint.

The Investigation Committee will carry out an investigation and review into the subject matter of
the Clearing House Complaint (the Internal Investigation) and must deliver its report to the
complainant and to the Board of the Clearing House within seventy (70) Business Days from the
date on which the Clearing House Complaint was referred to it. The report will contain

recommendations for resolving the Clearing House Complaint or it may contain no
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recommendations if, in the opinion of the Investigation Committee, this is considered to be
appropriate. The report will also contain reasons for any decision taken by the Investigation

Committee.

The costs of the Internal Investigation, review and report will be met entirely by the Clearing

House.
Referral to an Independent Complaints Investigator

If the complainant is not satisfied with the outcome of the Internal Investigation, or if the
complainant does not receive the Investigation Committee’s report within seventy (70) Business
Days of the Clearing House Complaint being referred to it (and providing that the subject matter
of the Clearing House Complaint (or substantially the same matters) shall not have already
been referred to an independent investigator as a result of a Clearing House Complaint from the
same complainant) the complainant may request that the Clearing House refer the Clearing
House Complaint to an independent complaints’ investigator (the Independent Investigator)

who has been nominated in accordance with the procedure set out in paragraph 6.4 below.
A complainant must make a referral request to the Clearing House:

(@) inwriting to the Regulatory Compliance Officer of the Clearing House;

(b)  no later than:

0] ten (10) Business Days following receipt by the complainant of the report from the

Investigation Committee (provided in accordance with paragraph 5.2 above); or

(i)  eighty (80) Business Days from the submission of the Clearing House Complaint to
the Clearing House (in accordance with paragraph 3.1) if no report has been

received from the Investigation Committee (as per paragraph 5.2).

The Clearing House must refer the Clearing House Complaint to an Independent Investigator
within ten (10) Business Days of receipt of a written request for referral made in accordance

with paragraph 6.2 above.

An Independent Investigator shall be nominated for the purposes of this Complaints Procedure
by the Centre for Effective Dispute Resolution (CEDR), with whom the Clearing House will

liaise. The Independent Investigator will:

(@) be independent of the Clearing House, meaning for the purposes of this Complaints
Procedure, that the Independent Investigator is not and has not ever been an officer,

director or employee of the Clearing House or any of its Affiliates;
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(b)  have appropriate knowledge of how clearing is carried out by the Clearing House and of

the Rules and other relevant documentation, regulation and Applicable Law; and

(c) have appropriate experience of the market and/ or activities to which the Clearing House

Complaint relates.

The Clearing House will allow the Independent Investigator full access to records, staff and any
key individuals or such other persons as may reasonably enable him to pursue his investigation

and prepare his report and recommendations.
The Clearing House will pay the fees and expenses of the Independent Investigator.

If, for reasons beyond the Clearing House’s control, a referral to an Independent Investigator is
not made within the ten (10) Business Day period referred to in paragraph 6.3, the Clearing
House must notify the complainant in writing as soon as possible (but in any event no more than
twelve (12) Business Days following dissemination by the Investigation Committee to the

complainant of the report) of the reasons for the delay.
Independent Investigator’s procedure for dealing with the Complaint

On being appointed, the Independent Investigator must immediately notify the complainant and
the Clearing House in writing of its appointment and will invite both parties to make submissions
and submit any documentation they wish, within a timescale that the Independent Investigator
will determine. Wherever possible, the Independent Investigator's investigation of a Clearing
House Complaint referred to it under this Procedure will be concluded within two (2) months
from the date of its nomination. Where this is not reasonably possible because of the nature or
complexity of the Clearing House Complaint, or any other reasonable factor, the Independent
Investigator will notify both the complainant and the Clearing House in writing and must provide

a further date for the completion of the investigation.

The Independent Investigator can determine its own procedure for considering the Clearing
House Complaint referred to it and may, without limitation, take one or more of the following

steps to do so:

(a) interview one or more Representatives of the complainant;

(b) interview one or more Representatives of the Clearing House;

(c) seek further or other information from the Clearing House and/or the complainant; or

(d) make any further or reasonable inquiries as it deems fit in order to properly and fully

investigate the Clearing House Complaint.
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On concluding his investigation, the Independent Investigator will produce a written report
setting out its findings, conclusions and reasons for its conclusions. A copy of this report will be
provided by the Independent Investigator to both the complainant and the Clearing House. In
its written report, the Independent Investigator may make such recommendations it deems fit in
the circumstances including a recommendation that the Clearing House make a compensatory
payment to the complainant and/or takes remedial action to remedy the cause of the Clearing

House Complaint.

The report will not be made public unless the complainant and the Clearing House agree that
this should be the case. In the event that it is to be made public, the report will be published on
the Website.

Clearing Member Complaints

Clearing Member Complaints should:

(@ be made in writing, dated and addressed to the Regulatory Compliance Officer, CME
Clearing Europe Limited, One New Change, London, EC4M 9AF;

(b) setout, so far as possible, full details of the substance of the Complaint including, without

limitation, the date(s) and place(s) when it occurred, the names of the persons involved;
(c) setout the outcome that is sought by the complainant;

(d) contain any other details or documentation that the complainant considers that the

Clearing House shall require in order to investigate the Complaint;

(e) be made no later than three (3) months after the conduct, behaviour or other actions that
are the subject of the Complaint or if the conduct, behaviour or other actions complained
of consists of a series of events, no later than three (3) months after the end of the last

such event; and

() contain the complainant’s full name and address and the contact details of the person at

the complainant who the Clearing House should contact in relation to the Complaint.
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2.1

FX Delivery Procedures

Introduction

This FX Delivery Procedure sets out the delivery process in respect of currencies.

For the purposes of this FX Delivery Procedure references to times are to London time unless

otherwise stated.

Definitions

Capitalised terms which are not defined in the Rules, have the meaning as set out below:
CLS means Continuous Linked Settlement;

CLS Eligible means a Product identified as eligible for CLS Settlement;

CLS Instruction means an instruction given by the Clearing Member or a CLS member through
which the Clearing Member is accessing a CLS Account in accordance with the rules of the
CLS System,

CLS Settlement means physical delivery through the CLS System;

Daily Settlement Price means the price at which the Exchange establishes the value of a
Contract which has not yet expired or settled at the close of a Trading Session, as described in

the Exchange’s Trading Procedure;
Delivery Instructions has the meaning given in paragraph 5.18 of this FX Delivery Procedure;

Deliveries System means the system provided by the Clearing House for use as set out in this

FX Delivery Procedure and made available on the Website;

Final Settlement Price means the price established by the Exchange in respect of a Contract

for the purposes of physical delivery or cash settlement as the case may be;

Non-CLS Delivery Commitment means the commitment given by a Clearing Member to settle
a Contract through direct settlement of currency via the Clearing House, which commitment
shall be in a form and manner specified by the Clearing House, and which shall identify the

agent bank(s), the number of Contracts and the component delivery values;

PCS means a position change sheet which identifies gross and net positions of a Clearing

Member relating to Exchange Traded Contracts; and

Trading Session has the meaning given in the Exchange Rules.
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Performance of Contracts

Open positions outstanding at the close of trading on the last trading day shall be performed
either by physical delivery or cash settlement, as specified within the relevant Contract
Specification. Physical delivery shall be performed either through the CLS System or through
direct settlement of currency via the Clearing House, as specified within the relevant Contract

Specification, or, if not so specified, at the election of the Clearing Member.

In the case of physical delivery, the day on which delivery shall be made shall be specified

within the relevant Contract Specification.

The price at which physical delivery or cash settlement is made will be the Final Settlement

Price.

Delivery, either by physical delivery or cash settlement, shall comply with this FX Delivery

Procedure and the Clearing House Rules.

Timelines for deliveries

Currency deliveries generally follow a three day settlement process occurring on the third
Wednesday of the Contract Month unless such day is not a Business Day. In the event that

such day is not a Business Day, delivery will be made on the next Business Day.

Clearing Members are advised to update currency delivery banking instructions at least one
week prior to the last trading day of the relevant Contract to ensure proper settlement of
Contracts. In addition, Clearing Members must add the IBAN number to all necessary account
numbers. Failure to add the IBAN number may result in a delay in payment and/or additional

bank charges.

Delivery timeline

Day one - Last Trading Day (except Canadian Dollar, Turkish Lira and Euro/Turkish Lira

Contracts)

The last trading day is normally the second Business Day prior to the delivery day. Day one is
also the day the Clearing Member should enter its Non-CLS Delivery Commitments into the

Deliveries System and send CLS Instructions.

16:00 Last trade date/time for contract with Final Settlement Prices made available in

the Deliveries System and as a Notice shortly afterwards (approx. 20 mins).

Variation Requirement for final trading day delivered from, or to, the Clearing Member
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to, or from, the Clearing House to settle the last day’s movement in price.

17:00 Delivery Commitments must be submitted by Clearing Members into the

Deliveries System.

1. Contracts should not be netted across Accounts.

2. Concurrent long and short positions within an Account should not be offset.
3. Clearing Members must verify all payment instructions.

17:15 PCS submissions should be made by 17:15 to ensure “as of” trade and/or
transfers are including the Clearing Member’s positions. PCS spreads should not be

submitted for the expired futures “on” or “after” the last day of trading.

Day two - Last Trading Day for Canadian Dollar, Turkish Lira, Euro/Turkish Lira and Orders to

Pay/Wire Transfer Due

Clearing Members should finalise all prior day Non-CLS Delivery Commitments, enter OTHER
Non-CLS Delivery Commitments and finish sending CLS Instructions. In addition, all wire
transfers where settlement date -1 payment has been specified in Appendix 2 are due in the

relevant account at the relevant Agent Bank.

06:30 Final Settlement Prices for Turkish Lira and Euro/Turkish Lira Contracts are

made available in the Deliveries System and as a Notice.

Any changes to Delivery Commitments entered, will need to be approved by the

Clearing House before 19:00 to be accepted into the Deliveries System.

16:30 Final Settlement Price for Canadian Dollar Contracts made available in the

Deliveries System and as a Notice.

17:00 Delivery Commitments for Canadian Dollar, Turkish Lira and Euro/Turkish Lira

Contracts must be submitted by the Clearing Member into the Deliveries System.
1. Contracts must not be netted across Accounts.

2. Concurrent long and short positions within an Account should not be offset.

3. Clearing Members must verify all payment instructions.

Wire transfers are due in the relevant account at the relevant Agent Bank. (See

Appendix 2 for settlement date -1 payment deadlines.)
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Day three - settlement day

This is normally the settlement day of all currencies. Deliveries occurring through the CLS
System should be made in accordance with the deadlines and compensation conventions
established by the CLS Bank. On this day for non-CLS settled Contracts, Clearing Members
should send payments to the Agent Bank by 10:00 local time of the currency’s country of

origin.

In the event that this day is not a Business Day, delivery will be made on the next Business

Day.

€) 10:00 currency payments are due into the relevant account at the Agent Bank by
10:00 local time in the currency country of origin. The Clearing House will provide a
complete list of the relevant accounts at each Agent Bank upon request from the
Clearing Member.

(b) A delivery payment due from the Clearing House will only be made upon confirmation

of the opposing currency payment having been received into the relevant account at

the relevant Agent Bank.
CLS Delivery Arrangements

The CLS System

The CLS System is a real time global settlement process which allows for both sides of a

currency Contract to be settled simultaneously on a payment versus payment basis.

In the event that for any reason a CLS settlement facility or the CLS System is unavailable a
Non-CLS physical delivery must be effected in accordance with section 6 (Non-CLS Physical
Delivery Arrangements) of this FX Delivery Procedure at the Clearing House’s direction. Where
this is the case the Clearing Members must inform the Clearing House as soon as practically
possible. It should be noted that for Non-CLS settlement the Clearing House must receive its
confirmation from its Agent Bank that funds due to the Clearing House have been received

before the payment of the corresponding currency is made.

A Clearing Member which intends to use the CLS System, shall ensure it has a CLS Account to
allow the Clearing Member to effect CLS Settlement. Clearing Members should note that this

procedure can take a number of weeks.
The Final Settlement Price must be used when entering CLS Instructions.

Each Clearing Member that enters into FX Contracts that are CLS Eligible and which it intends

to settle shall, at least twice per calendar year, confirm to the Clearing House its net capacity to
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deliver and receive each currency through the CLS System in respect of which it is party to an
FX Contract or in respect of which it reasonably believes it might be party within the six months
subsequent to the date of confirmation. A Clearing Member may request changes to its
thresholds more frequently, however, increases to threshold levels will only be actionable for
delivery cycle following the front month delivery contracts. The capacities provided may be
based on the Clearing Member's average net positions in each relevant currency over the
preceding twelve months or such other measurements as the Clearing Member considers to be
a reasonable indicator of its capacity to deliver and comfortably within a Clearing Member’s
ability to absorb a same-day, unexpected liquidity shortfall in delivery of that currency in the
event of an unexpected delivery failure in the following six months. Unless otherwise agreed,
such confirmation shall be provided and signed by a member of the Clearing Member’s treasury
function who is authorised to provide such confirmation and shall set out any assumptions that
the Clearing Member has made in determining such capacities. Each such Clearing Member
must be capable of providing evidence to support the capacities set out in its confirmation,
which may (where appropriate) include information from CLS Bank or the CLS member it uses
to settle FX Contracts, and shall promptly provide such evidence to the Clearing House on

request.

In the event a Clearing Member enters into an FX Contract that is CLS Eligible and which it
intends to settle or is party to an FX Contract that it did not intend to settle but in respect of
which its intention changes, in either case in respect of a Contract for which it has not provided
its liquidity capacity within the preceding six months, the Clearing Member shall promptly do so

in accordance with paragraph 5.5.

The Clearing Member shall promptly notify the Clearing House in the event of a reduction in the
capacity to deliver or receive any currency as set out in the confirmation most recently provided
to the Clearing House. The Clearing Member shall notify the Clearing House in the event of a
material increase in the capacity to deliver or receive any currency as set out in the confirmation

most recently provided to the Clearing House.

The Clearing House shall set thresholds on the amounts of each relevant currency on a gross
basis which a Clearing Member may deliver or receive through the CLS System in relation to FX
Contracts, which may be based on the information provided pursuant to paragraphs 5.5 to 5.7.
The Clearing House may update the applicable thresholds at any time, including in response to
a confirmation or notification received pursuant to paragraphs 5.5 to 5.7. Additionally, the
Clearing House shall determine overall pay-in settlement thresholds in relation to FX Contracts
which are based on the aggregate capacity of Clearing Members to receive such FX Contract

as set out in the Clearing House’s concentration risk policy.

CLS deliveries
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5.11

5.12

5.13

Where a Contract Specification specifies that it is CLS Eligible delivery shall be by transfer
between the CLS Accounts of two Clearing Members (including where the Clearing Members
CLS Accounts are held with the same CLS member) as directed by the Clearing House in
accordance with this FX Delivery Procedure and, subject to paragraph 5.18 below, follow the

requirements set out in this section 5.

No later than 17:00 on the 5th Business Day prior to expiry of the Contract, each Clearing
Member must tender to the Clearing House a notice of intention to settle an Exchange Contract
through the CLS System, together with confirmation of which CLS member it intends to use for
such delivery and any overall limit on its ability to settle foreign exchange with that CLS
member. If a Clearing Member does not provide the Clearing House with such information, the
Clearing House shall be entitled to require the Clearing Member to reduce the value of any or all
of its FX Contracts. For each of the remaining days until expiry, the Clearing Member shall

update its settlement intentions, where relevant.

Following receipt of the notice, and for the purposes of providing transparency ahead of the
delivery cycle, the Clearing House shall perform an indicative assignment process based on the
closing prices on the Exchange on each of the seven days preceding the expiry day. On each
such day, the Clearing House shall provide each Clearing Member, which it believes will have a
delivery obligation, with an indication of the amount of the relevant currency for an individual
settlement transaction which it may be required to settle with each other Clearing Member
based on the assignment results and the relevant positions at that point in time. The Clearing
House shall only be required to share such information with the Clearing Member where an
individual settlement transaction exceeds the equivalent of US$100 (one hundred) million or
other amount as determined in consultation with the Clearing Members from time to time. The
counterparties to such indicative settlement transactions will be shared on an anonymous basis

only.

From the Thursday evening preceding expiry of the Contract, the Clearing House shall provide
each Clearing Member which it believes will have a delivery obligation with an indication of the
aggregate amount of the relevant currency which it may be required to settle with each other
Clearing Member based on the assignment algorithm and the relevant positions at that point in
time. Such aggregate amount will be based on the closing positions on the Exchange on such
Thursday evening but shall be converted into and expressed in US$. The Clearing House shall
only be required to share information of such aggregate exposure with the Clearing Member
where the total amount of currency to be delivered to that counterparty exceeds the equivalent
of US$100 (one hundred) million. The process set out in this paragraph 5.12 shall be repeated
based on the closing positions on the Exchange on the Friday evening preceding expiry of the

Contract.

From the Thursday evening preceding expiry of the Contract, the Clearing House shall provide
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5.15
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each Clearing Member which it believes will have a delivery obligation with notification of any
currencies in respect of which the applicable delivery or receipt threshold will be exceeded if the

Clearing Member proceeds to settlement without taking mitigating measures.

No later than 17:00 on the second Business Day preceding the intended day of delivery:

(& inrespect of each Clearing Member whose total obligation to deliver a particular currency
exceeds an applicable threshold, the Clearing House shall increase the Margin
Requirement relating to the relevant FX Contracts and the Clearing Member shall satisfy
such increased Margin Requirement in that currency in accordance with the Clearing

House’s concentration risk policy.

(b) in respect of each Clearing Member whose total obligation to receive a particular
currency exceeds an applicable threshold, the Clearing House shall increase the Margin
Requirement relating to the relevant FX Contracts in accordance with the Clearing

House’s concentration risk policy.

In relation to paragraph 5.14(a), if the Clearing Member provides Margin Requirement in a
currency other than that specified, the Clearing House shall, at the Clearing Member’s expense,
be entitled to convert such currency into the currency specified at such rate prevailing at the

time of the calculation as it shall reasonably select.

In relation to paragraph 5.14(b), if the Clearing Member exceeds an applicable threshold, the
Clearing Member shall provide an explanation to the Clearing House in writing, including an
assessment of the adequacy of the thresholds. This assessment will be reviewed by the
Clearing House. If a Clearing Member exceeds an applicable threshold for the second time, the
Clearing Member shall provide an explanation to the Clearing House in writing, including an
updated assessment of the adequacy of the thresholds and an explanation for the repeated
threshold breach. If the applicable thresholds are breached by the Clearing Member, such
breach may result in fines as established by the Clearing House. At the same time, the Clearing
House will request a meeting with the Clearing Member in which the Clearing Member is
requested to present on the threshold setting process, the set thresholds, and the repeated
breaches. If the applicable thresholds are breached by the Clearing Member three times, the
Clearing Member is requested to present the breach to the FX Settlements Working Group.
Senior management of the Clearing Member is also requested to present to the Clearing House
on the threshold setting process, the set thresholds, and the repeated breaches. In addition,

such breach may result in fines as established by the Clearing House.

No later than 17:00 on the second Business Day preceding the intended day of delivery, each
Clearing Member must tender to the Clearing House a further notice of intention to settle an

Exchange Contract through the CLS System. Clearing Members must provide a notice of
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5.19

5.20

5.21

5.22

5.23

intention in relation to each Exchange Contract that is due for delivery.

Following receipt of the notice, the Clearing House shall provide each Clearing Member which
has a delivery obligation for a particular delivery date with delivery instructions specifying the
amount of the relevant currency, and the identity and CLS Account details of the other Clearing
Member to which the Clearing Member will make the delivery (the Delivery Instructions). The
Clearing House will provide separate Delivery Instructions for each Contract in respect of which

a Clearing Member has a delivery obligation on a delivery date.

Within one (1) hour of receipt of the Delivery Instructions from the Clearing House, a Clearing
Member may agree with the Clearing Member identified in the Delivery Instructions, that they
will instead use the Non-CLS delivery process as set out in section 6 of this FX Delivery
Procedure. Clearing Members may only agree to use the delivery process set out in section 6 if
the value of the delivery is less than USD$25 (twenty five) million. If the Clearing Members
agree to do this, they must inform the Clearing House as soon as possible and the Clearing
House will notify each Clearing Member of the cancellation of the CLS Delivery Instructions. In
this case, the Clearing Members and the Clearing House will instead settle in accordance with

section 6 of this FX Delivery Procedure.

Subject to paragraph 5.11, on the Business Day preceding the intended day of delivery, each
Clearing Member must confirm to the Clearing House by 19:00 that the relevant CLS Instruction
has been made. The details included in the CLS Instructions must match the Delivery
Instructions provided by the Clearing House pursuant to paragraph 5.19 of this FX Delivery
Procedure and must ensure that delivery will be made on the delivery date required by the
Contract Specification. The Clearing Member may not amend the Delivery Instructions without
the prior written consent of the Clearing House. Once the Clearing Member has confirmed the
CLS Instruction has been made it may not amend or cancel the CLS Instruction without the prior
written consent of the Clearing House. Consent may be given by the Clearing House to Clearing

Members to enter into an EFRP Transaction in accordance with the Exchange Rules.

The Clearing Member must also confirm to the Clearing House by 19:00 that the CLS
Instruction has been matched in the CLS System with the corresponding CLS Instruction of the

other Clearing Member identified in the Delivery Instructions.

The Clearing Member must confirm to the Clearing House receipt of the delivery of the relevant

currency for each Contract.

If on the delivery day any CLS Instruction has failed to settle each Clearing Member must notify
the Clearing House as soon as possible. Such notifications shall be in the form of a Notice of
Settlement Failure set out as Appendix 1 to this FX Delivery Procedure. The Notice of
Settlement  Failure  should be emailed to the following email address:

ClearingSupport@cmeclearingeurope.com. Clearing Members must make such notification by
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6.1

6.2

6.3

6.4

6.5

6.6

6.7

15:00 London time.
Non-CLS Physical Delivery Arrangements

Where a Contract Specification specifies that delivery shall be performed through direct
settlement of currency via the Clearing House or where two Clearing Members have, in
accordance with paragraph 5.19 of this FX Delivery Procedure elected to make delivery in
accordance with this section 6 or where the CLS System is unavailable and the Clearing House
has directed the Clearing Members to make delivery in accordance with this section 6 of the FX

Delivery Procedure , delivery shall follow the requirements set out in this section 6.

The Clearing House shall establish such requirements and preconditions for registration as a

facility for the delivery of currencies as it deems necessary.

The Clearing House shall designate an Agent Bank or Banks in each country into which
currency shall be delivered, and shall make the relevant details available to the Clearing
Member upon request. Agent Banks shall notify the Clearing House when currency funds have

been received.

The amount of a currency to be delivered shall equal either (i) the Contract Size in respect of
Contracts for which the Contract Size is denominated in that currency, or (ii) the Contract Size
converted to currency in respect of Contracts implied by a final mark to market to the Final

Settlement Price in the minimum price fluctuation currency.
The Clearing House shall,

after receipt of notification that currency funds have been received from the buying Clearing
Member, and in accordance with CMECE instruction deadlines set out in Appendix 2 transfer
funds denominated in the corresponding currency, as defined in the Contract Specification,
previously deposited by the selling Clearing Member to the account of the buying Clearing

Member. At such point, delivery in respect of the buyer is complete.

The Clearing House shall, after receipt of notification that currency funds have been received
from the selling Clearing Member, and in accordance with CMECE instruction deadlines set out
in Appendix 2 transfer funds denominated in the corresponding currency, as defined in the
Contract Specification, previously deposited by the buying Clearing Member to the account of
the selling Clearing Member. At such point, delivery in respect of the seller is complete.

Seller’s Delivery Requirements

In order for a selling Clearing Member to make non-CLS physical delivery arrangements the

steps set out below must be followed:
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6.8

6.9

(@)

(b)

(©)

(d)

(e)

A Clearing Member delivering currency to cover a net short position shall, no later than
17:00 on the last day of trading, or on the first day preceding the delivery date, as
specified in the relevant Contract Specification, present to the Clearing House a seller's
Non-CLS Delivery Commitment, in a form and manner specified by the Clearing House,
which identifies the bank(s) used by the seller and the number of Contracts and the

component delivery values.

The Clearing Member shall arrange with their bank to transfer currency to the Agent Bank
of the Clearing House, as directed by the Clearing House, such that the currency is

received no later than the payment deadlines set out in Appendix 2.

If, in relation to an Exchange Contract, the seller's Non-CLS Delivery Commitment is
received later than 17:00 on the last day of trading, but not later than 10:00 on the
following day, the buying Clearing Member shall be assessed a fine on a per Contract
basis, consistent with section 9 of this FX Delivery Procedure. Any deliveries memoranda
or instructions received subsequent to 10:00 on the day following the last day of trading
shall be deemed a delivery obligation failure and acted upon in accordance with section 9

of this FX Delivery Procedure.

From time to time, countries change the requirements and the restrictions on non-
resident bank accounts. These take various forms including, but not limited to, non-
interest bearing deposit requirements, negative interest rates, prohibitions against
investment in the country, ceilings on the amount of deposit and restrictions on the period
of time such deposits may be maintained. It is the selling Clearing Member's
responsibility to be familiar with and in conformance with all regulations pertaining to the
holding of non-resident bank accounts in the country in which it is desired to make
delivery. For the avoidance of doubt, a Seller's non-compliance with applicable local
requirements in the country in which delivery is to be made shall not constitute a Force
Majeure Event.

The Clearing Member representing the seller shall have made all provisions necessary to

make delivery within the relevant country.

Selling Clearing Members must deliver their currency from a bank in the country of origin of the

relevant currency or a bank with a correspondent bank in that country. The delivering bank must

be a commercial bank. At least one day prior to settlement the Clearing Member must provide
the bank name, SWIFT BIC and address of the bank to the Clearing House.

Clearing Members are advised that opening new accounts with banks may take a number of

weeks. New accounts must be opened up far enough in advance of delivery so that a payment

of the relevant currency will be able to be made on the delivery date.
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6.10

6.11

6.12

It is the responsibility of the selling Clearing Member to instruct its bank to transfer the full value

of the delivery (i.e. not to deduct charges) of currency to the Agent Bank in accordance with the

payment deadlines set out in Appendix 2.

The following information must be contained in the instructions sent by the selling Clearing

Member’s bank to the Agent Bank:

(@)

(b)

()

the currency amount (not the number of Contracts);

the name of the Clearing Member; and

if relevant, the name of the Client.

This information is critical to ensure that payments are received in a timely manner and are

applied correctly. Failure to have the currency delivery confirmed in the relevant account at the

Agent Bank by the deadline may result in a failed delivery, interest and/or overdraft charges and

a delay in releasing the opposing currency to the selling Clearing Member. Clearing Members

who fail to make deliveries by the relevant deadline are required to submit a letter of explanation

to the Clearing House and may be subject to disciplinary action or a Declaration of Default

pursuant to the Clearing House Rules and/or the Exchange Rules.

Buyer’s Delivery Requirements

In order for a buying Clearing Member to make a non-CLS physical delivery arrangements the

steps set out below must be followed:

(@)

(b)

(€)

A Clearing Member that intends to accept delivery of currency to cover a net long position
shall, no later than 17:00 on the last day of trading, present to the Clearing House a Non-
CLS Delivery Commitment, in a form and manner specified by the Clearing House, which
identifies the agent bank(s) used by the buyer and the number of Contracts and the

component delivery values.

The Clearing Member shall in accordance with the payment deadlines set out in
Appendix 2 deposit the delivery amount (as described in paragraph 6.4) denominated in
the currency of the minimum price fluctuation. Such deposit shall be in the form of a

payment to a specified account at an Agent Bank designated by the Clearing House.

If, in relation to a Contract, the Non-CLS Delivery Commitment is received later than
17:00 on the last day of trading, but not later than 10:00 on the following day, the buying
Clearing Member shall be assessed a fine on a per Contract basis, in accordance with
section 9 of this FX Delivery Procedure. Any deliveries memoranda or instructions
received subsequent to 10:00 on the day following the last day of trading shall be

deemed a delivery obligation failure and acted upon in accordance with section 9 of this
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6.13

6.14

6.15

6.16

7.1

FX Delivery Procedure.

(d) From time to time, countries change the requirements and the restrictions on non-
resident bank accounts. These take various forms including, but not limited to, non-
interest-bearing deposit requirements, negative interest rates, prohibitions against
investment in the country, ceilings on the amount of deposit and restrictions on the period
of time such deposits may be maintained. It is the buying Clearing Member's
responsibility to be familiar with and in conformance with all regulations pertaining to the
holding of non-resident bank accounts in the country in which it is desired to accept
delivery. For the avoidance of doubt, a Buyer's non-compliance with applicable local
requirements in the country in which delivery is to be made shall not constitute a Force

Majeure Event.

(e) The Clearing Member that is the buyer shall have made all provisions necessary to

receive delivery within the relevant country.

Buying Clearing Members must take delivery of the currency at a bank in the country of origin of
the relevant currency or a bank with a correspondent bank in that country. The delivering bank
must be a commercial bank. At least one day prior to settlement the Clearing Member must
provide the bank name, SWIFT BIC and address of the bank to the Clearing House.

Clearing Members are advised that opening new accounts with banks may take a number of
weeks. New accounts must be opened up far enough in advance of delivery so that a payment

of the relevant currency will be able to be made on the delivery date.

The receiving bank should be advised and ready to accept the transfer of the relevant currency
into the buying Clearing Member’s account. If the Clearing Member does not adequately inform
the receiving bank, the receiving bank may reject the transfer from the Agent Bank and a late
delivery will occur. As the Clearing House will hold any currency for delivery in a non-interest
bearing account at the Agent Bank, the loss in interest or cost of negative interest could be
considerable.

Delivery will only be made to the receiving bank if the information supplied to the Clearing

House in relation to the receiving bank and the relevant account is complete and accurate.

Wire Transfers

Any Clearing Member not using CLS to facilitate physical delivery, where permitted by the
Contract Specification, may have to submit a Wire Transfer. The Clearing House will provide its

account details for settlement by way of Wire Transfer upon request from a Clearing Member.
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7.2

7.3

7.4

8.1

8.2

8.3

8.4

Wire transfers

A Clearing Member which elects to send a wire transfer of funds to the Agent Bank in order to
make delivery under a Contract must ensure that the payment is received into the relevant

account at the relevant Agent Bank in accordance with the payment deadlines in Appendix 2.
Payment Instructions

All wire transfers of funds into an account at an Agent Bank must comply with the EU
Regulation 1781/2006 on information on the payer accompanying transfers of funds. Any delay
in sending funds or other error relating to depositing any funds into the account at the Agent
Bank may result in a delay in payment of the relevant currency by the Clearing House. Clearing
Members who fail to make deliveries by the relevant deadline are required to submit a letter of
explanation to the Clearing House and may be subject to disciplinary action or a Declaration of

Default pursuant to the Clearing House Rules and/or the Exchange Rules.

A Clearing Member who fails to deposit funds in accordance with this FX Delivery Procedure
will be responsible for any overdraft charges assessed by the Agent Bank and any other
charges as the Clearing House deems appropriate. The overdraft charges may only be waived
if the Clearing House receives a letter from the Clearing Member’s bank stating that the bank
will make the Clearing House whole. Such letter must be received by the Clearing House no
later than ten (10) Business Days after such overdraft charge has been notified to the Clearing
Member.

Cash Settlement Arrangements

Where a Contract Specification specifies that delivery shall be performed through cash

settlement, delivery shall follow the requirements set out in this section 8.
Cash settlement shall occur at the Final Settlement Price.

Where the Final Settlement Price exceeds the Daily Settlement Price on the immediately
preceding Business Day, a Clearing Member that is or is representing the seller shall pay to the
Clearing House in respect of each Contract outstanding in respect of a Transaction the
difference between the Final Settlement Price and the Daily Settlement Price on the
immediately preceding Business Day, multiplied by the Contract Size. Where the Daily
Settlement Price on the immediately preceding Business Day exceeds the Final Settlement
Price, the Clearing Member that is the seller shall receive from the Clearing House in respect of
each Contract outstanding the difference between the Final Settlement Price and the Daily

Settlement Price on the immediately preceding Business Day, multiplied by the Contract Size.

Where the Final Settlement Price exceeds the Daily Settlement Price on the immediately
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8.5

9.1

9.2

9.3

9.4

preceding Business Day, a Clearing Member that is or is representing the buyer shall receive
from the Clearing House in respect of each Contract outstanding the difference between the
Final Settlement Price and the Daily Settlement Price on the immediately preceding Business
Day, multiplied by the Contract Size. Where the Daily Settlement Price on the immediately
preceding Business Day exceeds the Final Settlement Price, a Clearing Member that is the
buyer shall pay to the Clearing House in respect of each Contract outstanding the difference
between the Final Settlement Price and the Daily Settlement Price on the immediately

preceding Business Day multiplied by the Contract Size.

All payments described in this section 8 shall be in a form determined by the Clearing House.
Delivery Infractions

Late or Inaccurate Delivery

If a Clearing Member fails to deposit such funds in order to make timely payment as required in
this FX Delivery Procedure, the Clearing House may impose a fine upon the Clearing Member
pursuant to the schedule of fines set out below, in addition to charging the current overdraft rate
applicable to the Clearing House's delivery account in the currency in question or any other
compensation due to the late or inaccurate delivery. Funds deposited earlier than the required

date of deposit shall not earn interest for the early time period.

If the information contained in either a buying Clearing Member’s or a selling Clearing Member’s
Non-CLS Delivery Commitment is inaccurate so that delivery cannot be accomplished in a

timely manner, fines or damages may be assessed as in the remainder of this section 9.

If the Clearing House takes any action pursuant to this section 9, this will in no way inhibit the
ability of the Clearing House to make a Declaration of Default in relation to a Clearing Member

in accordance with the Clearing House Rules and/or the Exchange Rules.
Delivery Obligation Failure

A Clearing Member who fails to perform all acts required by this FX Delivery Procedure, or
whose actions or inactions have been, at the discretion of the Clearing House, deemed a
delivery obligation failure shall be liable to the Clearing House for any loss sustained, which loss

shall be at least the aggregate of:

(@ The change, if any, from the Final Settlement Price on the last day of trading to the spot
rate on the first day on which the transaction could be consummated on the spot market,
as determined by the Clearing House. The spot market rate for the purposes of this
computation shall be the means of the spot rates between a group of London banks

selected for this purpose by the Clearing House at the earliest time it is determined the

CFD-#14673507-v1 75



transaction can be completed in the spot market;

(b)  Any related charges suffered by the Clearing House at any of its designated banks; and

(c) A sum not to exceed 1% of the value of the Contract. Such amount shall be set by the
Clearing House, except no such sum shall be assessed where a delivery obligation

failure is occasioned by a Force Majeure Event.
Fines Schedule

Submission of late notices of intention to settle via CLS or Non-CLS Delivery

Commitments

Notices of intention to settle via CLS submitted after 17:00 shall incur a fine of at least
USD$200.00 per notice of intention.

Non-CLS Delivery Commitments submitted after 17:00 shall incur a fine of at least USD$200.00

per Non-CLS Delivery Commitment.

Submission of changes to Delivery Commitments

USD$100 per Non-CLS Delivery Commitment in relation to which changes are submitted after

19:00 for all Contracts with the exception of Canadian Dollar and Turkish Lira Contracts.

USD$100 per Non-CLS Delivery Commitment in relation to which changes are submitted after

16:00 for Canadian Dollar and Turkish Lira Contracts.
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Appendix 1: Form of Notice of Settlement Failure
To: CME Clearing Europe Limited
From: [Name of Clearing Member] (Clearing Member)
Notice of Settlement Failure

1. The Clearing Member has not received the required delivery currency in respect of the following
Contract(s):

[full details of all Contracts under which delivery has not been made to be included]

2. Clearing Member confirms that it has immediate access to the amount of the relevant currency

required in order for it to meet its delivery obligation under the following Contract(s):
[details of the relevant Contracts to be set out]

and is willing to make immediate delivery in the manner directed by the Clearing House or otherwise
to follow the directions of the Clearing House in relation to the relevant currency in accordance with
the Rules.

AND/OR

3. Clearing Member confirms that it does not have immediate access to the amount of the relevant

currency required in order for it to meet its delivery obligation under the following Contract(s):
[details of the relevant Contracts to be set out]

and it is not able to make immediately delivery in respect of such Contract(s) or otherwise to follow the

directions of the Clearing House in relation to the relevant currency in accordance with the Rules.

Signed by: [Clearing Member Representative who is appropriately authorized to give the Notice of
Settlement Failure]

On behalf of: [Name of Clearing Member]

Date: []
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Appendix 2: Non-CLS deadlines

Non CLS
Payment
Deadlines All times are London
Clearing
Member CMECE CMCE
Payment Payment Payment | Instruction
Contract Currency Deadline Currency | Deadline
AUD /
uUsD AUD 3.00 (vd) USD 9.00 (vd)
USD must be paid Settlement
uUsD 13.00 (vd-1) | AUD 21.30 (vds-1) Date -1 by buyer.
USD /CAD | USD 13.00 (vd) CAD 15.00 (vd)
CAD 13.00 (vd) USD 15.00 (vd)
USD/ USD must be paid Settlement
CHF UsD 13.00 (vd-1) | CHF 9.00 (vd) Date -1 by seller.
CHF 9.00 (vd) UsD 11.00 (vd)
EUR/
GBP EUR 9.00 (vd) GBP 11.00 (vd)
GBP 9.00 (vd) EUR 11.00 (vd)
EUR/ EUR must be paid Settlement
CNH EUR 9.00 (vd-1) CNH 16.00 (vd-1) Date -1 by seller.
CNH 5.00 (vd) EUR 9.00 (vd)
EUR /DKK | EUR 9.00 (vd) DKK 11.00 (vd)
DKK 9.00 (vd) EUR 11.00 (vd)
EUR /
HUF EUR 8.00 (vd) HUF 10.00 (vd)
HUF 8.00 (vd) EUR 10.00 (vd)
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Non CLS

Payment
Deadlines All times are London
Clearing
Member CMECE CMCE
Payment Payment Payment | Instruction
Contract Currency Deadline Currency | Deadline
EUR must be paid Settlement
EUR/JPY | EUR 9.00 (vd -1) [ JPY 21.30 (vd-1) Date -1 by seller.
JPY 4.00 (vd) EUR 9.00 (vd)
EUR /
TRY EUR 9.00 (vd) TRY 11.00 (vd)
TRY 9.00 (vd) EUR 11.00 (vd)
EUR/
NOK EUR 9.00 (vd) NOK 11.00 (vd)
NOK 9.00 (vd) EUR 11.00 (vd)
EUR/PLN | EUR 8.00 (vd) PLN 10.00 (vd)
PLN 8.00 (vd) EUR 10.00 (vd)
EUR/
CHF EUR 9.00 (vd) CHF 11.00 (vd)
CHF 9.00 (vd) EUR 11.00 (vd)
EUR /
SEK EUR 9.00 (vd) SEK 11.00 (vd)
SEK 9.00 (vd) EUR 11.00 (vd)
EUR/
uUsD UsD 13.00 (vd) EUR 15.00 (vd)
EUR 9.00 (vd) USD 13.00 (vd)
EUR/ EUR must be paid Settlement
CzZK EUR 9.00 (vd -1) CzK 8.00 (vd) Date -1 by seller.
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Non CLS

Payment
Deadlines All times are London
Clearing
Member CMECE CMCE
Payment Payment Payment Instruction
Contract Currency Deadline Currency | Deadline
CzK 8.00 (vd) EUR 10.00 (vd)
GBP/
usbD GBP 9.00 (vd) UsD 11.00 (vd)
USD 13.00 (vd) GBP 13.00 (vd)
USD must be paid Settlement
USD /JPY | USD 13.00 (vd-1) | JPY 21.30 (vd-1) Date -1 by seller.
JPY 4.00 (vd) UsD 9.00 (vd)
USD /MXN | USD 13.00 (vd) MXN 15.00 (vd)
MXN 13.00 (vd) USD 15.00 (vd)
NzD /
UsD NZD 1.00 (vd) USD 9.00 (vd)
USD must be paid Settlement
UsD 13.00 (vd-1) | NzD 19.30 (vd-1) Date -1 by buyer.
usD/
CNH UsD 13.00 (vd-1) | CNH 16.00 (vd-1)
CNH 5.00 (vd) USD 9.00 (vd)
USD must be paid Settlement
USD/ILS | USD 13.00 (vd-1) | ILS 20.00 (vd-1) Date -1 by seller.
ILS 09.00 (vd) UsD 11.00 (vd)
USD/ USD must be paid Settlement
TRY UsD 13.00 (vd-1) | TRY 9.00 (vd) Date -1 by seller.
TRY 9.00 (vd) USD 11.00 (vd)

CFD-#14673507-v1

80




Non CLS

Payment
Deadlines All times are London
Clearing
Member CMECE CMCE
Payment Payment Payment Instruction
Contract Currency Deadline Currency | Deadline
USD/ USD must be paid Settlement
ZAR USD 13.00 (vd-1) | ZAR 9.00 (vd) Date -1 by seller.
ZAR 7.30 (vd) uUsD 11.00 (vd)
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CHAPTER 1
DEFINITIONS AND INTERPRETATION

1.1 Unless the context otherwise requires, for all purposes of the Rules, the following words

shall have the meanings specified:

Account means any or all of the House Accounts, Non-Segregated Client Accounts,

Omnibus Client Accounts and Individual Client Accounts as the context requires;

Adopting Clearing Member means, in relation to a Client, each Clearing Member
which has agreed to accept any of the Contracts relating to the Client in accordance
with Rule 3A.6 and, in the event of a Declaration of Default being issued to the Client’s

Clearing Member which is currently party to such Contract, Rule 8.4;

Affected Contract means each Contract to which a Defaulting Clearing Member is a
party and any Corresponding Contract to such Contract to which the Defaulting

Clearing Member is a party;

Affected Contract Transfer has the meaning given in Rule 10.3.1(e);

Affected Party has the meaning given in Rule 2.9.1;

Affected Product Class means the Product Class:

(&) in respect of which the Clearing House determines that less than 25% (twenty
five per cent.) of the Assessments relating to that Product Class remains or is
likely to be available once the Clearing House has met its obligations arising
from Contracts with non-defaulting Clearing Members of that relevant Product

Class;

(b)  to which a Planned Termination Event applies; or

(c) to which a Limited Recourse Termination Event applies;

Affiliate means, when applied to any person, any subsidiary undertaking or parent
undertaking of that person and any subsidiary undertaking of any such parent
undertaking, and the terms subsidiary undertaking and parent undertaking shall have

the meanings given to them in section 1162 of the Companies Act 2006;

Agent Bank means a bank at which the Clearing House maintains an account for the
purposes of making or receiving currency payments in accordance with the FX Delivery

Procedure;
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Aggregate IRS Collect means the aggregate of all the IRS Collects with respect to
IRS Accounts;

Aggregate IRS Pay means the aggregate of all the IRS Pays with respect to IRS

Accounts;

Aggregate Seniorised Amount has the meaning given in the IRS Default

Management Guidelines;

Aggregate Standard Collect means the aggregate of all the Standard Collects with

respect to Standard Accounts;

Aggregate Standard Pay means the aggregate of all the Standard Pays with respect

to Standard Accounts;

Aggregate Subordinated Amount has the meaning given in the IRS Default

Management Guidelines;

Allocated IRS Pay has the meaning given in Rule 8.6.3(b)(i);

Allocated Pay means each of Allocated IRS Pay and Allocated Standard Pay;

Allocated Precious Metals Account means an account held with one of the members
of LPMCL for the purposes of holding allocated Precious Metal and shall include any

sub-account opened within it;

Allocated Standard Pay has the meaning given in Rule 8.6.3(c)(ii);

Appeals Body has the meaning given in Rule 9.5.1;

Applicable Law means all law, statutory provisions and other rules, regulations and
instruments in force from time to time, including the rules, guidance, principles and codes of
practice of any Regulatory Authority;

Assessments means amounts the Clearing House may assess with respect to Clearing
Members in accordance with Rule 8.7 or the amount paid by a Clearing Member to satisfy
such assessment, as the context requires, and includes all Eligible Assets comprising such

Assessment and any rights relating to, and the proceeds of, any such Eligible Assets;

Auction Portfolio has the meaning given in the IRS Default Management Guidelines;

Bank Account means one or more bank accounts capable of holding Eligible Cash
opened and maintained by the Clearing Member with a Settlement Bank for the
purposes set out in Rule 4.2.2;
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Bank of England means the Bank of England, including any successor body thereto;

Banking Day means any day on which banks in London are open for business;

Bid Ratio has the meaning given in the IRS Default Management Guidelines;

Block Transaction means a block trade entered into and submitted to the Clearing

House in accordance with the Exchange Rules;

Board of Directors means the Board of Directors of the Clearing House whose names

have been submitted to Companies House as such from time to time;

Business Day means any day on which the Clearing House is open for business as
set out on the Clearing House’s Website or as communicated to Clearing Members

from time to time by any other means;

Cash Collateral Return has the meaning given in Rule 10.3.1(k);

Cash Collateral Transfer has the meaning given in Rule 10.3.1(j);

Cash Reinvestment Agent has the meaning given in Rule 10.2;

Cash Reinvestment Agreement has the meaning given in Rule 10.1.1;

CCP Regime means any resolution, insolvency or administration regime which is
applied to the Clearing House in accordance with secondary legislation made under the
Banking Act 2009;

CEO means the chief executive officer of the Clearing House from time to time;

Chairman means the chairman of the Board of Directors from time to time;

CHAPS means the inter-bank Clearing House Automated Payment System;

Clearing and Settlement Procedure means the Clearing and Settlement Procedure in

the Procedures;

Clearing House means CME Clearing Europe Limited;

Clearing House Complaint means a Complaint made by a Clearing Member that
arises in connection with the performance of the Clearing House, or an alleged failure
to perform any of the Clearing House functions so far as relating to the obligations to
which it is subject under or by virtue of FSMA or to matters arising out of such

obligations;
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CLS Account means the account held by a Clearing Member, or accessed by a
Clearing Member through a CLS member, for the purposes of making and receiving

payments through the CLS System);

CLS Bank means CLS Bank International;

CLS System means the continuous linked settlement system provided by CLS Bank;

Clearing House Resources means, in relation to an obligation of any person, the
Collateral, Guarantee Fund, Assessments and Optional Payments that are available or
(in the reasonable opinion of the Clearing House) are likely to become available to be

applied to satisfy such obligation in accordance with the Rules;

Clearing Member means any person that has been granted membership of the

Clearing House pursuant to Chapter 3 and includes a Defaulting Clearing Member;

Clearing Member Complaint means a Complaint made by a Clearing Member that
relates to the conduct or behaviour or other actions of another Clearing Member in

relation to that Clearing Member’s clearing activities with the Clearing House;

Clearing Member Common Data has the meaning given in Rule 12.1.2;

Clearing Member Counterparty Data has the meaning given in Rule 12.1.2;

Clearing Member Reports means reports made by the Clearing House to the Trade

Repository on behalf of the Clearing Member in accordance with Rule 12.1.2;

Clearing Membership Agreement means the agreement of the same name entered
into between the Clearing House and each Clearing Member setting out each party’s

obligations in respect of the services of the Clearing House;

Clearing Services means the services provided to Clearing Members by the Clearing

House (acting in such capacity) as contemplated by the Rules;

Clearing System means the system (including hardware, software, website and
networks) owned by or licensed to the Clearing House and used by the Clearing House

for the provision of the Clearing Services;

Client means a person for which a Clearing Member clears Transactions through the

Clearing House;

Client Account means each account opened for the Clearing Member in the books
and records of the Clearing House in accordance with Rule 4.2.1 in respect of

Contracts entered into by a Clearing Member on behalf of one or more Clients which
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the Clearing Member has requested the Clearing House to open as such and shall
include an Omnibus Client Account and an Individual Client Account but shall not
include a Non-Segregated Client Account, save that for the purposes of the Client
Protection Agreement and the Security Trust Deed and with respect to an Omnibus
Client Account, the term “Client Account” shall be construed to mean the Notional Sub-
Account within the Omnibus Client Account rather than the Omnibus Client Account

itself;

Client Acknowledgement means the agreement referred to in Rule 3A.4.1(b) which is

in the form prescribed by the Clearing House;

Client Agreement means an agreement between a Clearing Member and a Client in
relation to the submission of Transactions by the Clearing Member to the Clearing
House on behalf of the Client and which governs their respective rights and obligations

in relation to Corresponding Transactions pursuant to Rule 3A.2;

Client Protection Agreement means the agreement referred to at Rule 3A.4.1(a)

which is in the form prescribed by the Clearing House;

CME Europe Contract Module means the CME Europe Contract Module set out on

the Exchange Website from time to time;

CME Repository Services User Agreement means the agreement of the same name
entered into between the Clearing Member and the Trade Repository in relation to the

reporting of derivative trades in accordance with EMIR;

Collateral means:

(d) any Eligible Assets deposited with the Clearing House in accordance with
Chapter 6 and the Clearing and Settlement Procedure to meet a Collateral
Requirement and in respect of which the Clearing House has not returned to the
Clearing Member Equivalent Assets or other assets in accordance with the
Rulebook;

(e) subject to Rules 8.3.9 and 8.3.11, any Excess Collateral in respect of which the
Clearing House has not returned to the Clearing Member Equivalent Assets or

other assets in accordance with the Rulebook;

H any other asset standing to the credit of the relevant Account of the Clearing
Member which the Clearing House may reasonably consider to be Collateral;

and
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() where the context requires, any rights relating to, and the proceeds of, any

assets referred to in subparagraphs (a), (b) and (c);

Collateral Requirement means, with respect to each Clearing Member, the amounts
of Eligible Assets which the Clearing House requires to be deposited with respect to
Margin Requirement and Variation Requirement in respect of each Account as set out

in Chapter 6 and the Clearing and Settlement Procedure;

Collateral Value means at any time, in respect of Eligible Assets provided as Collateral
by a Clearing Member in relation to a Clearing Member’s Contracts, the value of such
Eligible Assets as determined by the Clearing House in accordance with Rule 6.1.11

that are credited to the Clearing Member’s Accounts;

Collect means a Clearing Member’s obligation to pay an amount in respect of Variation

Requirement to the Clearing House;

Committee means each committee of the Clearing House established for the purpose

set out in the Rules;

Competitive Auction has the meaning given to it in the IRS Default Management

Guidelines;

Complaint means either or both of a Clearing House Complaint or a Clearing Member

Complaint, as the context requires;

Complaints Procedure means the Complaints Procedure in the Procedures;

Contract means a contract entered into between the Clearing House and a Clearing

Member pursuant to Rule 5.2;

Contract Module means the part of the Rules setting out the Contract Specifications

and any additional provisions that apply in respect of a particular type of Transaction;

Contract Order has the meaning given in Rule 10.3.1(c);

Contract Specification means the part of the Contract Module setting out the terms of

a particular type of Transaction;

Contract Transfer has the meaning given in Rule 10.3.1(d);

Contribution means either the amount that a Clearing Member is required to
contribute to the relevant Guarantee Fund or the amount contributed by a Clearing

Member to such Guarantee Fund, as the context requires, from time to time and
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includes all Eligible Assets comprising such Contribution and any rights relating to, and

the proceeds of, any such Eligible Assets;

Cooling Off Period means a Standard Cooling Off Period or an IRS Cooling Off Period;

Corresponding Contract has the meaning given in the Financial Services and
Markets Act 2000 (Recognition Requirements for Investment Exchanges and Clearing

Houses) Regulations 2001,

Corresponding Transaction means each transaction that is entered into between the
Clearing Member and a Client with commercial terms which correspond to the

commercial terms of a Contract cleared by the Clearing Member on behalf of a Client;

Custodian means a custodian with which the Clearing House may deposit Collateral
and/or Contributions, and/or Assessments and/or Optional Payments made by the

Clearing Member from time to time;

Custody Agreement has the meaning given in Rule 10.1.1;

Custody Cash Transfer has the meaning given in Rule 10.3.1(]);

Declaration of Default has the meaning given in Rule 8.2.1;

Defaulting Clearing Member means a Clearing Member on which the Clearing House

has served a Declaration of Default in accordance with Rule 8.2.1;

Defaulting IRS Clearing Member means a Defaulting Clearing Member which is an

IRS Clearing Member;

Defaulting Standard Clearing Member means a Defaulting Clearing Member which is

a Standard Clearing Member;

Default Rules means the Rules in Chapter 8 and the IRS Default Management

Guidelines;

Defence has the meaning given in Rule 9.4.7;

Designated System has the meaning given in Rule 10.2

Direct Debit Authority means a form of agreement which, when executed by the
Clearing Member in favour of a Settlement Bank with which the Clearing Member has a
Bank Account, gives authority to the Clearing House to provide instructions in relation
to such Bank Account, in a form acceptable to the Clearing House;

Disciplinary Notice has the meaning given in Rule 9.4.6;
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Disciplinary Panel has the meaning given in Rule 9.4.3;

Disciplinary Proceedings has the meaning given in Rule 9.4.1;

Distribution means at any time, in respect of an Eligible Security, all interest,
dividends and other property received by the Clearing House in respect of such Eligible

Security;

EFRP Transaction means an exchange for related position transaction (which includes
an exchange for physical, an exchange for risk and an exchange of options for options)

entered into on the Exchange in accordance with the Exchange Rules;

Eligible Assets means Eligible Cash, Eligible Securities and/or (as the context
requires) Eligible Precious Metals or the proceeds of realisation of such Eligible

Securities or Eligible Precious Metals;

Eligible Cash means cash in a currency which the Clearing House has determined to
be eligible for depositing as Collateral as set out in the Clearing and Settlement
Procedure and may include different currencies in respect of different categories of

Contract;

Eligible Precious Metals means allocated Gold that the Clearing House has
determined to be eligible for depositing as Collateral as set out in the Clearing and

Settlement Procedure;

Eligible Security means a security that the Clearing House has determined to be
eligible for depositing as Collateral as set out in the Clearing and Settlement Procedure
and Eligible Securities shall be construed accordingly and may include different

securities in respect of different categories of Contract;

Emergency Committee means the committee formed for the purpose set out in Rule
8.1.3;

EMIR means Regulation (EU) No 648/2012 of the European Parliament and of the
Council of 4 July 2012 on OTC derivatives, central counterparties and trade

repositories;

Encumbrance means any mortgage, charge, pledge, lien, option, restriction, right of
set-off, right of first refusal, right of pre-emption, claim, right, interest or preference
granted to any third party, or any other encumbrance or security interest of any kind (or

an agreement or commitment to create any of the same);

Equivalent Assets means:
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(@ inrespect of Eligible Cash, Eligible Cash in the same currency;

(b) in respect of Eligible Securities, securities of the same type, nominal value,
description and amount as the Eligible Securities or, if the Eligible Securities
have been redeemed or undergone some other change after their transfer or
delivery to the Clearing House, the proceeds of such redemption or other

relevant asset; and

(c) inrespect of Eligible Precious Metals, precious metals of the same type, nominal
value, description and amount as the Eligible Precious Metals, or, if the Eligible
Precious Metals have been redeemed or undergone some other change after
their transfer to the Clearing House, the proceeds of such redemption or other

relevant asset;

Equivalent Distribution means interest, dividends and other property of the same type,
nominal value, description and amount as Distributions on Eligible Assets the value of

which:

(a) s credited to any of the Clearing Member’'s Accounts as Collateral; and

(b) is comprised in the Clearing Member’s Contribution and any Assessments and
any Optional Payments the Clearing Member has provided to the Clearing

House;

Euro means the common single currency of the member states of the European Union
that have adopted and continue to retain such currency in accordance with European

Treaty law (as amended from time to time);

Event of Default has the meaning given in Rule 8.1.1;

Excess Collateral means, in relation to an Account, such value of Eligible Assets
provided to the Clearing House as Collateral which is greater than the Margin
Requirement applicable to the Clearing Member in respect of the Account and
identified as Excess Collateral by the Clearing Member at the time of providing the

Collateral;

Exchange means CME Europe Limited,;

Exchange Complaint has the meaning given to it in the Exchange Rules;

Exchange Contract means a Contract satisfying a Contract Specification contained in
the CME Europe Contract Module;

Exchange Rules means the rules of the Exchange;
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Exchange Transaction means a Transaction that is entered into on the Exchange in

accordance with the Exchange Rules;

Exchange Website means the Exchange’s website at www.cmeeurope.com;

FCA means the Financial Conduct Authority, including any successor body thereto;

Fees and Charges Notice means the Notice setting out the fees and charges of the

Clearing House from time to time;

Force Majeure Event means any event outside the control of the Clearing House or
the Clearing Member, as the case may be, which hinders or prevents the performance
in whole or in part of any of its obligations under these Rules (other than an obligation
of a Clearing Member to make payments which, for the avoidance of doubt, includes
the provision of Collateral, Contributions and Assessments, unless the circumstances
which constitute the event also prevent the Clearing House from making any payment
required under the Rules or from having such payment made on its behalf in
accordance with the Rules) including any breakdown, delay, malfunction or failure of
transmission, communication or computer facilities or other systems or software,
industrial action, act of terrorism, civil unrest, embargoes, strike, lack of energy supply,
act of God, change in the Applicable Law or act and requirement of any Regulatory
Authority or the failure by a Settlement Bank or Custodian or other provider of services

on which the Clearing House relies for any reason, to perform its obligations;

FCA means the Financial Conduct Authority, including any successor body thereto;

FSMA means the Financial Services and Markets Act 2000;

FX Contract means any Standard Contract which provides for the exchange of

currencies;

FX Delivery Procedure means the FX Delivery Procedure in the Procedures;

FX Obligation has the meaning given in Rule 11.4.1;

Gold means either allocated or unallocated gold complying with the rules of the London
Bullion Market Association relating to good delivery and fineness in effect from time to

time as the context requires;

Guarantee Fund means either the Standard Guarantee Fund or the IRS Guarantee

Fund, as applicable, and Guarantee Funds means both;

Guarantee Fund Procedure means the Guarantee Fund Procedure in the Procedures;
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Guarantor means any person that provides a guarantee to the Clearing House in

respect of the Clearing Member’s obligations under the Rules;

House Account means the Standard House Account and/or the IRS House Account

as the context requires;

Individual Client Account means a Standard Individual Client Account and/or an IRS

Individual Client Account as the context requires;

Insolvency Event means, in relation to a person, that the person ceases to trade, or is
unable to pay its debts as they fall due or has a petition presented or a meeting
convened for the purpose of its winding up (provided that such petition is not merely
frivolous) or if it enters into liquidation whether compulsorily or voluntarily or
compounds with its creditors generally or an administration order is made in relation to
it or it has a receiver or administrative receiver appointed over all or a substantial part
of its assets or distraint is levied over any of its assets or any similar or analogous order
is made or proceeding is commenced or officer is appointed or action is taken in the
United Kingdom or in any jurisdiction or outside the United Kingdom in consequence of
debt;

Investigation has the meaning given in Rule 9.2.1;
Investigation Notice has the meaning given in Rule 9.3.1;

Investment Agent means the agent used to invest Eligible Cash received as Collateral

in accordance with the Clearing House’s investment policy;

IRS Account means an IRS House Account, an IRS Individual Client Account, an IRS

Omnibus Client Account or an IRS Notional Sub-Account;

IRS Active Default Committee has the meaning given to it in the IRS Default

Management Guidelines;

IRS Assessment means an Assessment made with respect to an IRS Clearing

Member in accordance with Rule 8.7.3;

IRS Clearing Member means a Clearing Member that has been accepted by the

Clearing House as an IRS Clearing Member and remains as such;
IRS Collateral means Collateral relating to an IRS Contract;

IRS Collect means a Collect relating to an IRS Account;

11

CFD-#14673508-v1



IRS Contract means a Contract satisfying a Contract Specification contained in the
Contract Module for OTC IRS Contracts;

IRS Contribution Formula means an IRS Clearing Member's share of the total
potential residual loss based on a 30-day trailing average, weighted at 90% (ninety per
cent.), and its share of total gross notional open interest at the Clearing House based
on the 30-day trailing average, weighted at 10% (ten per cent.), in each case in respect
of IRS Contracts;

IRS Cooling Off Period means the period starting on the date of the first IRS

Declaration of Default and ending on:

(a) if there are no further IRS Declarations of Default during the 25 Business Days
following the original IRS Declaration of Default, the 25" Business Day after the

date of the original IRS Declaration of Default, and

(b) if one or more IRS Declarations of Default are issued during the 25 Business
Days following the first IRS Declaration of Default or any subsequent IRS
Declaration of Default during the 25 Business Days following any such previous
IRS Declaration of Default, the 25" Business Day following the issuance of the
last IRS Declaration of Default regardless of the number of IRS Declarations of

Default that may be issued during such period;

IRS Default Management Committee means the IRS Default Management
Committee established by the Clearing House acting in accordance with the terms of

reference for the IRS Default Management Committee;

IRS Default Management Guidelines means the IRS Default Management Guidelines

of the Clearing House as made available to each IRS Clearing Member;

IRS Declaration of Default means a Declaration of Default in relation to which at least

one Affected Contract is an IRS Contract;

IRS Guarantee Fund means the fund established by the Clearing House in relation to

IRS Contracts pursuant to Chapter 7;

IRS House Account means the account opened for the Clearing Member in the books
and records of the Clearing House in accordance with Rule 4.2.1 in respect of all IRS

Contracts other than the IRS Contracts recorded in any Client Account;

IRS Individual Client Account means a Client Account which relates to IRS Contracts

entered into by an IRS Clearing Member on behalf of a single Client;

IRS Interim Asset has the meaning given to it in Rule 8.5.4;
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IRS Interim Liability has the meaning given to it in Rule 8.5.4;

IRS Membership Termination Date means the date of the first re-assessment of the
IRS Clearing Members’ Contributions after the Clearing House is satisfied that the IRS
Clearing Member has fully discharged all its obligations in respect of its membership as
an IRS Clearing Member under the Rules and ceased to be a party to any IRS Contract
following the giving or receiving of a notice to terminate the membership of such IRS
Clearing Member and which is notified to the IRS Clearing Member as its membership
termination date (it being acknowledged that that IRS Clearing Member will not be
required to discharge any obligation in relation to the provision of any Contribution that

would otherwise be reassessed to the Clearing Member on such date);

IRS Notional Sub-Account means a notional sub-account of an IRS Omnibus Client
Account which relates to IRS Contracts entered into by an IRS Clearing Member on

behalf of one Client within that IRS Omnibus Client Account;

IRS Omnibus Client Account means a Client Account which relates to IRS Contracts

entered into by an IRS Clearing Member on behalf of more than one Client;

IRS Optional Payment means an Optional Payment relating to an IRS Clearing

Member’s IRS Contracts;

IRS Pay means a Pay relating to an IRS Account;

IRS Portable Interim Asset has the meaning given to it in Rule 8.4.5;

IRS Portable Interim Liability has the meaning given to it in Rule 8.4.5;

IRS Risk Committee means the IRS Risk Committee from time to time acting in

accordance with its terms of reference;

IRS Single Net Sum has the meaning given to it in Rule 8.5.6;

IRS Variation Margin Requirement Haircut has the meaning given to it in Rule
8.6.3(b)(i);

LIBOR means the London Interbank Offered Rate;

Limited Recourse Termination Event means that the Clearing House determines:

(a) after consultation with the Risk Committee or the IRS Risk Committee (as

appropriate); and

(b) with the approval by the Board of Directors,
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that, but for the effect of Rules 2.4, 8.6.3 and 8.10.8 (and any other Rule which has
comparable effect to limited recourse and Variation Requirement haircutting), the
relevant Clearing House Resources have been exhausted, or are or would be very

likely to be insufficient:

(c) to satisfy all obligations, losses, costs and expenses of the Clearing House in

relation to all Contracts in a Product Class; or

(d) to satisfy a Shortfall.

LPMCL means London Precious Metals Clearing Limited;

Margin Requirement means the amount of Eligible Assets required by the Clearing
House to be deposited with it as Collateral in respect of each Account to reflect the
market risk that could materialise in the event of a Declaration of Default in relation to
the Clearing Member and, in the case of an FX Contract, the liquidity risk relating to

that Clearing Member;

Matching Collateral means Eligible Cash Collateral in the same currency as the

relevant FX Obligation of the Defaulting Clearing Member;

Membership Category has the meaning given to it in Rule 3.1.2;

Membership Criteria means the criteria set out in Rule 3.2 and any additional or
alternative criteria applied to the relevant Membership Category or types of Transaction

pursuant to Rule 3.1.2;

Membership Procedure means the Membership Procedure in the Procedures;

Membership Termination Date means either a Standard Membership Termination

Date or an IRS Membership Termination Date as the context requires;

Net Settlement Amount has the meaning set out in Rule 6.1.5;

Nominee has the meaning set out in Rule 3.2.1(l);

Non-Segregated Client Account means the account opened for a Standard Clearing
Member in the books and records of the Clearing House in accordance with Rule 4.2.1
in respect of Standard Contracts entered into by a Standard Clearing Member on
behalf of a Client other than Standard Contracts which are recorded in a Standard

Omnibus Client Account or a Standard Individual Client Account;

Notice means any Notice published by the Clearing House as such;
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Notional Sub-Account means a Standard Notional Sub-Account and/or an IRS

Notional Sub-Account as the context requires;

Omnibus Client Account means a Standard Omnibus Client Account and/or an IRS

Omnibus Client Account as the context requires;

Opening Hours means the hours during which the Clearing House is open for
operations as set out on the Clearing House’s Website or as communicated to Clearing

Members from time to time by any other means;

Optional Payment has the meaning given to it in Rule 8.6.4;

OTC Transaction means a Transaction other than an Exchange Transaction;

Paired FX Obligation means any FX Obligations between the Defaulting Clearing
Member and any one or more non-defaulting Clearing Members to settle all or any part
of their FX Obligations;

Palladium means unallocated palladium complying with the rules of the London
Platinum and Palladium Market Association relating to good delivery in effect from time

to time as the context requires;

Parent Undertaking has the meaning given in section 1162 of the Companies Act
2006;

Participant has the meaning given in Rule 10.2;

Pay means the Clearing House’s obligation to pay an amount in respect of Variation

Requirement to a Clearing Member;

Payment has the meaning given in Rule 10.3.1(i);

Payment Transfer Order has the meaning given in Rule 10.2;

Planned Termination Event means the Clearing House, in consultation with the Risk
Committee or the IRS Risk Committee (as appropriate), on not less than 90 days’
written notice to all relevant Clearing Members, decides for any reason to terminate all

Contracts of the Affected Product Class;

Platinum means unallocated platinum complying with the rules of the London Platinum

and Palladium Market Association from time to time as the context requires;

Portable Contract Net Sum has the meaning given to it in Rule 8.4.3;

Portable Net Sum has the meaning given to it in Rules 8.4.6 and 8.4.7;
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Position Limit means a limit set by, as the context requires, either the Clearing House,
the Exchange or a Regulatory Authority on the risk exposure of Contracts existing

between a Clearing Member and the Clearing House;

Precious Metal means Gold, Silver, Platinum and Palladium;

Precious Metal Forward Contracts means OTC precious metal forward contracts as

set out in the Contract Module from time to time;

Procedures means the procedures of the Clearing House published as such;

Product Class means each of IRS Contracts and Standard Contracts;

Receipt has the meaning given in Rule 10.3.1(h);

Recipient has the meaning given it in Rule 6.3.9;

Regulatory Authority means any relevant government entity or other authority, in any
jurisdiction, which is responsible for authorising, supervising or otherwise regulating
any part of the Clearing House or its services or the Clearing Member or its business,
as appropriate, or has any other regulatory, investigative, administrative or
quasi-judicial jurisdiction, power or other similar function in relation to any part of the

Clearing House or its services or the Clearing Member or its business, as appropriate;

Reinvestment Cash Transfer has the meaning given in Rule 10.3.1(m);

Relevant FX Clearing Member means a Clearing Member that owes and/or is owed a

FX Obligation to and/or by a Defaulting Clearing Member;

Replacement Cost has the meaning given in Rule 11.6.3;

Replacement Transaction has the meaning given in Rule 11.7.6;

Reporting Switch-On Date has the meaning given in Rule 12.2.1;

Reporting Switch-Off Date has the meaning given in Rule 12.2.2;

Representative means, when applied to any person, any person which carries out or is
responsible for any of its functions and shall include each director, officer, employee or

agent of such person;
Risk Committee means the Risk Committee of the Clearing House from time to time;
Risk Management Procedure means the Risk Management Procedure in the

Procedures;
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Rulebook means the rules of the Clearing House as set out herein as they may be

amended from time to time;
Rules means:

(&) where used in reference to one or more provisions of the Rulebook, those

provisions of the Rulebook; or

(b) otherwise, the Rulebook, the Contract Modules, Procedures and any Notices
issued pursuant to the Rulebook and, for the purposes of any Rules concerning
non-compliance with or breach of or failure to discharge any of the Rules, shall

include the provisions of the Clearing Membership Agreement

each as amended from time to time;
Securities has the meaning given in Rule 10.2;
Securities Collateral Return has the meaning given in Rule 10.3.1(g);
Securities Collateral Transfer has the meaning given in Rule 10.3.1(f);
Securities Return has the meaning given in Rule 10.3.1(b);
Securities Substitution has the meaning given in Rule 10.3.1(a);
Securities Transfer Order has the meaning given in Rule 10.2;

Security Trustee means the security trustee who holds on trust the assets assigned to
it by way of a Client Protection Agreement on behalf of a class of Clients, each of

whom has elected to benefit from such trust in its Client Acknowledgement;

Security Trust Deed means the deed referred to at Rule 3A.4.1(a) which is in the form

prescribed by the Clearing House;

Settlement Agent for Precious Metals means a bank which is a member of the
LPMCL and acts as a settlement and custodian bank in relation to the delivery and

safekeeping of allocated or unallocated Precious Metal (as the context requires);

Settlement Bank means a bank which has been approved by the Clearing House to
receive Eligible Cash into and pay Eligible Cash from a Bank Account, for the purposes
of the Rules;

Settlement Bank Agreement has the meaning given in Rule 10.1.1;
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Settlement Cycle has the meaning given to it in Rule 6.1.6 and, in relation to Rule 8.10
only, also includes any other determination of the Clearing House in relation to the

rights and obligations of each IRS Clearing Member under Rule 8.10;

Settlement Deadline means 24 hours from the Step-in Time;

Settlement Finality Regulations has the meaning given in Rule 10.1.1;

Settlement Finality Rules has the meaning given in Rule 10.1.1;

Shortfall means, at any time, the amount (if any) by which with respect to the relevant

Product Class;

(@) the Aggregate IRS Collects or Aggregate Standard Collects (as applicable) of

such Product Class received by the Clearing House

are less than

(b) the Aggregate IRS Pays or Aggregate Standard Pays (as applicable) of such
Product Class to be paid by the Clearing House,

or (if the steps under Rule 8.10 have not been completed at such time) the amount that
the Clearing House determines would have been the relevant shortfall if the steps

under Rule 8.10 had been completed at that time;

Silver means unallocated silver complying with the rules of the London Bullion Market

Association relating to good delivery in effect from time to time as the context requires

Single Net Sum means a Standard Single Net Sum or an IRS Single Net Sum;

Standard Account means a Standard House Account, a Standard Omnibus Client

Account, a Standard Individual Client Account or a Standard Notional Sub-Account;

Standard Assessment means an Assessment with respect to a Standard Clearing

Member in accordance with Rule 8.7.1;

Standard Clearing Member means a Clearing Member that has been accepted by the

Clearing House as a Standard Clearing Member and remains as such;

Standard Collateral means Collateral relating to a Standard Contract;

Standard Collect means a Collect relating to a Standard Account;

Standard Contract means a Contract satisfying a Contract Specification contained in a

Contract Module for Contracts other than IRS Contracts;
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Standard Contribution Formula means a Standard Clearing Member’'s share of the
average daily Margin Requirement for all Standard Clearing Member’s in the previous
quarter, weighted at 85% (eighty five per cent.), and its share of gross volume in the
previous quarter, weighted at 15% (fifteen per cent.), in each case in respect of

Standard Contracts;

Standard Cooling Off Period means the period starting on the date of the first

Standard Declaration of Default and ending on:

(@) if there are no further Standard Declarations of Default during the five Business
Days following the original Standard Declaration of Default, the fifth Business

Day after the date of the original Standard Declaration of Default, and

(b) if one or more Standard Declarations of Default are issued during the five
Business Days following the first Standard Declaration of Default, or any
subsequent Standard Declaration of Default issued during the five Business
Days following any such previous Standard Declaration of Default, the fifth
Business Day following the issuance of the last such Standard Declaration of
Default regardless of the number of Standard Declarations of Default that may

be issued during such period;

Standard Declaration of Default means a Declaration of Default in relation to which at

least one Affected Contract is a Standard Contract;

Standard Guarantee Fund means the fund established by the Clearing House in

respect of Standard Contracts pursuant to Chapter 7;

Standard House Account means the account opened for the Clearing Member in the
books and records of the Clearing House in accordance with Rule 4.2.1 in respect of all
Standard Contracts other than the Contracts recorded in any Client Account or the

Non-Segregated Client Account;

Standard Individual Client Account means a Client Account which relates to
Standard Contracts entered into by a Standard Clearing Member on behalf of a single
Client;

Standard Interim Asset has the meaning given in Rule 8.5.3;

Standard Interim Liability has the meaning given in Rule 8.5.3;

Standard Membership Termination Date means the date of the first reassessment of
the Standard Clearing Members’ Contributions after which the Clearing House is

satisfied that the Standard Clearing Member has fully discharged all its obligations in
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respect of it membership as a Standard Clearing Member under the Rules and ceased
to be a party to any Standard Contract following the giving or receiving of a notice to
terminate the membership of such Standard Clearing Member and which is notified to
the Standard Clearing Member as its membership termination date (it being
acknowledged that the Standard Clearing Member will not be required to discharge any
obligation in relation to the provision of any Contribution that would otherwise be

reassessed to the Clearing Member on such date);

Standard Notional Sub-Account means, with respect to a Standard Omnibus Client

Account, a notional sub-account which relates to:

(a) Standard Contracts entered into by a Standard Clearing Member on behalf of

one Client only within that Standard Omnibus Client Account; or

(b) Standard Contracts, if any, entered into by a Standard Clearing Member on
behalf of one or more Clients within that Standard Omnibus Client Account

which the Clearing House cannot identify as relating to a particular Client;

Standard Omnibus Client Account means a Client Account which relates to Standard
Contracts entered into by a Standard Clearing Member on behalf of more than one
Client;

Standard Optional Payment means an Optional Payment relating to a Standard

Clearing Member’s Standard Contracts;

Standard Pay means a Pay relating to a Standard Account;

Standard Portable Interim Asset has the meaning given to it in Rule 8.4.5;

Standard Portable Interim Liability has the meaning given to it in Rule 8.4.5;

Standard Single Net Sum has the meaning given to it in Rule 8.5.5;

Standard Variation Margin Requirement Haircut has the meaning given to it in Rule
8.6.3(c)(i);

Step-in Time has the meaning given in Rule 11.7.3;

Stress Test Methodology means a model used by the Clearing House which
estimates losses following default by various IRS Clearing Members and which
assumes Defaulting IRS Clearing Members fail to make further Contributions or such

other model as may be selected by the IRS Risk Committee from time to time;
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Subordinated Bidder means a Category 1 Bidder or a Category 2 Bidder both as

defined in the IRS Default Management Guidelines;

Temporary Contract means, in relation to a Defaulting Clearing Member, a Relevant
FX Clearing Member and the Unsettled FX Obligations between them, a Contract
between the Clearing House and the Relevant FX Clearing Member on the same terms
as the Unsettled FX Obligations, except that the Clearing House is a party instead of

the Defaulting Clearing Member;

Termination Date means the date specified by the Clearing House as being the
Termination Date of the Affected Product Class in the notice delivered in accordance
with Rule 8.10.5 or 8.10.7, as applicable;

Termination Swap means, in relation to a Temporary Contract, a Contract with

delivery obligations that are opposite to those in the Temporary Contract;

Third Party Trade Delegate means a Person authorised by the Clearing Member to
the Clearing House to submit Transactions to the Clearing House on behalf of a

Clearing Member and/or a Client;

TR Rulebook means the rules of the Trade Repository as amended from time to time;

Trade Repository means CME Trade Repository Limited,;

Transaction means:

(a) a transaction entered into by two Clearing Members, each Clearing Member

acting on its own account;

(b) a transaction that is deemed to exist between two Clearing Members on the
submission to the Clearing System of matching details of a transaction entered
into between a Client of each Clearing Member or one of the Clearing

Members and a Client of the other; or

(c) atransaction that is deemed to exist on the submission to the Clearing System
of matching details of a transaction entered into between a Clearing Member
acting on behalf of a Client and the same Clearing Member acting on its own

account or on behalf of another Client

in each case, which satisfies the terms of a Contract Specification;

Transaction Manager has the meaning set out in Rule 3.2.1(m);

Transfer Order has the meaning given in Rule 10.2;
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1.2

121

122

123

124

125

1.2.6

Transferee Clearing Member has the meaning given in Rule 3A.6.1;

Transferor has the meaning given in Rule 6.3.9;

Transferor Clearing Member has the meaning given in Rule 3A.6.1;

Unallocated Precious Metals Account means an account held with one of the
members of LPMCL for the purposes of holding unallocated Precious Metal and shall

include any sub-account opened within it;

Unsettled FX Obligations means FX Obligations that are still outstanding after the

steps under Rule 11.7.5(a) to (c) have occurred;

User Licence Agreement means the agreement of the same name entered into

between the Clearing House and each Clearing Member;

Variation Requirement means the amount of Eligible Assets payable as Collateral to
the Clearing House, or the amount payable to the Clearing Member, in accordance with
Rule 6.1.3 in respect of each Account to reflect the marking to market of the Contracts

relating to that Account including any final settlement amounts;

VM Haircut Settlement Cycle has the meaning given to it in Rule 8.6.3;

Winning Bidder has the meaning given to it in the IRS Default Management
Guidelines; and

Website means the Clearing House’s website at www.cmeclearingeurope.com.

In the Rules unless otherwise specified:

the table of contents and the headings are inserted for convenience only and do not
affect the interpretation of the Rules;

references to Chapters are to the chapters of this Rulebook;

references to Rules are to the Rules or any particular one of the Rules;

references to any document are to that document as from time to time amended,

restated, novated or replaced, however fundamentally;

references to a person include an individual, partnership, company, corporation,

unincorporated body of persons and any government entity;

references to any statute or statutory provision include any subordinate legislation made
under it;

22

CFD-#14673508-v1



127

1.2.8

1.2.9

1.2.10

1.2.11

1.2.12

1.3

1.4

15

1.6

references to any statute or statutory provision include any provision amending it or re-
enacting it (whether with or without modification) which is the same as, or substantially

similar to, the obligations imposed by the specified statute or statutory provision;

references to time are to London time unless otherwise specified and are set out in the

24 hour clock convention;

words importing the plural include the singular and vice versa and the use of any gender

includes the other gender;

the words other, including and in particular shall not limit the generality of any preceding
words or be construed as being limited to the same class as the preceding words where

a wider construction is possible;

any reference to the discretion exercised by the Clearing House shall mean the Clearing

House's sole, unfettered and absolute discretion;

references to a negative sum means a sum due from a Defaulting Clearing Member and

a positive sum means a sum due to a Defaulting Clearing Member.

When such term is used in a Rule, “net sum” is not a new obligation but the aggregate or
reduction of existing obligations between the Clearing Member and the Clearing House

in accordance with the Rule.

The Board of Directors of the Clearing House shall have the authority to interpret the
Rules. Save as otherwise provided, any such interpretations shall be final and

conclusive.

This Rulebook shall be interpreted in conjunction with any Contract Module, Procedure
and Notice. Each Clearing Member will be bound by such Contract Modules, Procedures

and Notices as may be relevant to it which shall be set out on the Clearing House's

Website, or, in the case of an Exchange Contract Module, on the Exchange Website.

In the event of any conflict between the Rulebook and the Clearing Membership
Agreement, the Rulebook shall take precedence. In the event of any conflict between the
Rulebook and the Procedures, the Rulebook shall take precedence. In the event of any
conflict between the Rulebook and a Notice, the Rulebook shall take precedence except
to the extent a Notice amends the Rulebook. In the event of any conflict between the
Rulebook and a Contract Module, the Contract Module shall take precedence insofar as
the conflict relates to the Contract Specification for the type of Contract governed by the
Contract Module. In the event of any conflict between the Rules and the User Licence

Agreement, the Rules shall take precedence.
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1.7

171

1.7.2

1.7.3

1.8

In the event of any conflict between:

the Rules or the Clearing Membership Agreement, and

the Client Agreement or the Client Protection Agreement or the Security Trust Deed or

the Client Acknowledgement,

the Rules or the Clearing Membership Agreement shall take precedence.

In the event of any conflict between the Client Agreement, the Client Protection
Agreement, the Security Trust Deed and the Client Acknowledgement, the Client
Protection Agreement and the Security Trust Deed will take precedence over the Client
Agreement and the Client Acknowledgement, and the Client Acknowledgement will take

precedence over the Client Agreement.

If the Clearing House is unable to ascertain any amount or sum for any purpose
including for any set-off, netting or aggregation under the Rules, the Clearing House may
in good faith estimate that obligation (whether matured or contingent) and set-off, net or
aggregate in respect of the estimate, subject to the Clearing House accounting to the
Clearing Member or vice versa when the obligation is ascertained.
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211

2.1.2

2.2

22.1

2.2.2

CHAPTER 2
GENERAL PROVISIONS

General

The Rules, together with the Clearing Membership Agreement and any other
documentation given contractual force pursuant to these Rules, form a contract between
the Clearing House and each Clearing Member. No person other than the Clearing
House has any obligation to Clearing Members under these Rules, the Clearing
Membership Agreement or any Contract. No person who is not a Clearing Member,
including for the avoidance of doubt a Client and a Third Party Trade Delegate, shall
have any rights pursuant to the Contract (Rights of Third Parties) Act 1999 to enforce

any provision of these Rules or the Clearing Membership Agreement.

A Clearing Member shall not assign, transfer or create any Encumbrance in relation to
any of its rights or obligations under the Rules, the Clearing Membership Agreement or

any Contract save as otherwise set out in the Rules.

Amendments

The Clearing House may amend the Rulebook at any time by issuing a Notice setting
out the text of the amended Rules and, where appropriate, a brief explanation of the

reason for the amendment.

The Clearing House will publish any proposed amendment to the Rulebook for
consultation and will invite Clearing Members to submit comments in writing within a
specified deadline save that the Clearing House shall not be required to consult on any

amendments to the Rulebook which:

(a) are minor changes of an administrative or commercial character or where the
Clearing House reasonably considers that the amendment would not
significantly affect the rights, obligations or liabilities of Clearing Members or

that consultation is otherwise not appropriate;

(b) are considered by the Clearing House necessary to ensure compliance with the
Applicable Laws or a requirement of a Regulatory Authority on the Clearing

House or any Clearing Member;

(c) are considered by the Clearing House necessary as a result of an Event of

Default or Force Majeure Event; or
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2.2.3

2.2.4

2.2.5

2.2.6

2.2.7

2.2.8

(d) are otherwise considered by the Clearing House to be necessary for the
purpose of mitigating a significant risk to the Clearing House (including by
mitigating a significant risk to a Clearing Member) or for the purposes of Rule
3.7.

The Clearing House may consult on a proposed amendment to the Rulebook with only a
limited number of Clearing Members if it reasonably considers it appropriate to do so
including where, in the Clearing House’s reasonable opinion, a proposed amendment
will affect a limited number of Clearing Members or in the Clearing House’s reasonable

opinion, is a limited technical amendment.

Subject to Rule 2.2.9, a Notice setting out an amendment to the Rulebook shall state the
date from which such amendment comes into effect, which shall not be earlier than ten
(10) Business Days from the date of the Notice except that any of the amendments set

out in Rule 2.2.2 may take immediate effect on the date of the Notice.

The Clearing House may amend a Contract Module, any Contract Specification
(provided that such amendment relates to all Contracts with the same Contract
Specification), the Procedures and Notices at any time by issuing a Notice setting out
the text of the amended Contract Module, Contract Specification, Procedure or Notice.
Any such amendment shall have immediate effect unless otherwise stated in the Notice.
Any amendment to a Contract Specification may apply to Contracts entered into both

before and after the date on which such amendments take effect.

No amendment to the Rules shall have the effect of extinguishing any right or
discharging any liability incurred under the Rules before such amendment came into

effect.

The Clearing House shall notify Clearing Members of any changes in its Business Days

and Opening Hours from time to time by Notice.

Subject to Rule 8.10, if at any time the Clearing House decides to cease acting as a
clearing house, either generally or in relation to a particular type of Contract, it shall give
prior notice to Clearing Members where possible and as soon as reasonably practicable
of the proposed withdrawal date. Where any Contract has not been closed out or settled,
subject to any restriction under Applicable Law, the Clearing House shall use reasonable
endeavours to give six (6) months’ notice. If at any withdrawal date, any Affected
Contracts remain open and in force or not otherwise closed pursuant to Rule 5.2.7, the
Clearing House shall be entitled to offset, liquidate or require any such Contracts to cash

settle on terms specified by the Clearing House.
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2.2.9

2.2.10

2.3

23.1

2.3.2

Any amendment to Rules 2.3, 2.4, 3.7, 3.8, 3.10.1, 3.10.2 or Chapter 8 which

significantly increases the:

(8) exposure to the Clearing House in respect of any indemnity given by the

Clearing Member;

(b) Assessments; or

(c) thetime it takes to terminate membership of the Clearing House

of a significant proportion of Clearing Members and which does not fall within the
situations set out in Rules 2.2.2(a) to 2.2.2(d), shall take effect on the day specified in
the Notice in which such amendments are published, which shall not be less than 20

(twenty) Business Days after the date of such publication.

Acceptance of amendment Rules

By making or receiving a payment in the next Settlement Cycle and/or submitting a
Transaction for clearing in accordance with Chapter 5 after the time at which an
amendment (made in accordance with Rules 2.2 or 3.7.1(k)) is stated to have effect in

the relevant Notice, the Clearing Member is deemed to have accepted the amendment.

Limitations of liability and indemnity

Each Clearing Member shall indemnify the Clearing House, Chicago Mercantile
Exchange, Inc and any of its Parent Undertakings and each of their respective
Representatives (each an Indemnified Person) against any and all losses, liabilities,
damages, claims, costs or expenses suffered or incurred by the Indemnified Person
arising out of or in connection with the Clearing Member’s conduct or its breach of these
Rules, any Contract entered into by the relevant Clearing Member, or any reasonable
action taken by the Clearing House in relation to the operation of the Clearing House or
in compliance with the Applicable Laws save to the extent that the losses, liabilities,
damages, claims, costs or expenses arise as a result of the bad faith, fraud, wilful default

or gross negligence of the Indemnified Person.

To the extent that the Clearing Member is required to indemnify the Indemnified Persons,

it shall only be required to indemnify the Clearing House provided that:

a) the Clearing House notifies the Clearing Member as soon as reasonably

practicable if it intends to claim under any such indemnity; and

b) the Clearing House takes reasonable steps to minimise its loss.
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2.3.3

2.3.4

Neither the Clearing House nor any of its Affiliates or Representatives shall have any

liability or obligation under or in respect of a Transaction unless and until a Contract

arises. The Clearing House'’s liabilities and obligations under any Contract will be limited

to those set out in these Rules and the terms of the Contract.

Notwithstanding any other provision of the Rules, neither the Clearing House nor any of

its Affiliates or Representatives shall be liable for any losses, liabilities, damages, claims,

costs or expenses, whether in contract, tort or breach of statutory duty or otherwise,

arising from or in connection with;

(@)

(b)

(©)

(d)

(€)

(f)

(9)

(h)

any suspension or closure of the Clearing House, the Exchange or the Trade

Repository;

any failure or malfunction or defect or delay or interruption in, or inability to use,
any systems or communications necessary for use of the Clearing House
(whether or not such systems or communications are under the control of the

Clearing House);

any errors or inaccuracies in any information used in any systems of the

Clearing House or provided by the Clearing House;

any warranties, representations and undertakings which might be implied,
whether by statute or otherwise, in respect of any systems used or provided by
the Clearing House including the Clearing System, Exchange and Trade

Repository, including as to fitness for purpose or for a particular use;

any exercise or failure to exercise any discretion or right conferred upon the

Clearing House pursuant to the Rules;

any error, delay or inaccuracy in the submission of a Transaction or the
transmission of information to the Clearing House and any unauthorised

access to or use of the Clearing House;

the performance of any obligation of a Clearing Member or Client or Third Party

Trade Delegate or other person;

the acts or omissions of, or an Insolvency Event affecting, any third party
including the Security Trustee, the Exchange, the Trade Repository, any
Settlement Bank, Custodian, Central Security Depository, Agent Bank, the CLS
Bank or any entities providing access to the CLS System, custodian, settlement
agent or provider of data or other services or systems to the Clearing House or

a Clearing Member, warehouse, shipping station or similar organisation or
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2.3.5

2.3.6

2.3.7

2.3.8

2.3.9

0

entity that may be involved with a delivery of any physically settled Contract, or

any of their affiliates, sub-contractors or delegates;

any dispute relating to the validity, existence or terms of any Contract; or

any loss or diminution in the value of, or depreciation in or in connection with
any, Collateral, Contributions, Assessments or Optional Payments provided to
the Clearing House pursuant to the Rules, save where any loss with respect to
Collateral is incurred by the Clearing House as a direct result of any investment
made by the Investment Agent pursuant to the investment policy of the

Clearing House which loss shall be borne by the Clearing House.

Neither the Clearing House nor any of its Affiliates or Representatives shall in any

circumstances be liable to a Clearing Member or any other person for:

(@)

(b)

loss of or anticipated loss of profit, loss of or anticipated loss of revenue, loss of
use, business interruption, loss of use of any equipment, loss of any contract or

other business opportunity or goodwill or punitive loss; or

indirect loss or consequential loss,

regardless of whether the Clearing House has been advised of the possibility of such

loss or whether such loss otherwise could have been foreseen.

Neither this Rule 2.3 nor any other Rule shall affect the application of section 291 FSMA

nor exclude or restrict the liability of the Clearing House or any other person:

(@)

(b)

(€)

in respect of the fraud, bad faith, wilful default or gross negligence of the

Clearing House;

in respect of personal injury or death resulting from negligence, recklessness or

an intentional act or omission; or

otherwise to the extent it cannot be excluded or restricted in accordance with

the Applicable Law.

Nothing in these Rules shall require the Clearing Member to indemnify the Clearing

House to the extent not permissible in accordance with the Applicable Law.

The Clearing House shall not be liable to any person which is not a Clearing Member.

The Clearing Member shall notify the Clearing House in writing of any possible action,

claim or proceeding against the Clearing House and the details thereof as soon as

reasonably practicable.
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2.4

2.4.1

24.2

Limited recourse

This Rule 2.4 overrides all other provisions of the Rules, each Clearing Membership

Agreement and any other agreement or arrangement.

IRS limited recourse

At any time:

(a) the aggregate amounts payable by (and any other obligations of) the Clearing

House (in each case, whether present, future or contingent or otherwise and

including, without limitation, the obligation to return Equivalent Assets) under,

or in respect of all IRS Contracts, IRS Collateral, IRS Guarantee Fund, IRS

Assessments and IRS Optional Payments shall be recoverable only from and

to the extent of:

(i)

(i)

(i)

(iv)

(v)

(Vi)

the current value of Eligible Assets comprising the IRS Guarantee Fund
and any assets in which the Clearing House has invested such Eligible
Assets;

the current value of Eligible Assets comprising the aggregate of all IRS
Collateral relating to Variation Requirement (if any) and any assets in

which the Clearing House has invested such Eligible Assets;

the current value of Eligible Assets comprising the aggregate of all IRS
Collateral relating to Margin Requirement and any assets in which the

Clearing House has invested such Eligible Assets;

the current value of Eligible Assets comprising the aggregate of all IRS
Assessments made and any assets in which the Clearing House has

invested such Eligible Assets;

the current value of Eligible Assets comprising the aggregate of all IRS
Optional Payments and any assets in which the Clearing House has
invested such Eligible Assets; and

amounts received from non-defaulting IRS Clearing Members by the

Clearing House under IRS Contracts,

in each case, excluding the current value of any such Eligible Assets or amounts, as

the case may be, which are not available to the Clearing House because:

CFD-#14673508-v1

(A) the Clearing House has applied or has determined to apply such

Eligible Assets or amounts under the Rules; or
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2.4.3

(B) there has been a default (including, without limitation, fraud,
negligence, wilful default or the occurrence of an Insolvency Event)

with respect to:

1) a central securities depository or securities settlement

system; or

2) a Custodian, Investment Agent, Settlement Bank or

Settlement Agent for Precious Metals:

a) which has been selected by the Clearing House
following consultation with the Risk Committee or the
IRS Risk Committee and approval by the Board of

Directors;

b) which is monitored by the Clearing House in
accordance with its normal procedures as consulted
on with the Risk Committee or the IRS Risk
Committee; and

C) in the case of a default by an Investment Agent only,
where there is no material breach by the Clearing
House of its investment management policy
outstanding.

Standard limited recourse

At any time the aggregate amounts payable by (and any other obligations of) the
Clearing House (in each case, whether present, future, contingent or otherwise and
including, without limitation, the obligation to return Equivalent Assets) under, or in
respect of all Standard Contracts, Standard Collateral, Standard Guarantee Fund,
Standard Assessments and Standard Optional Payments shall be recoverable only from

and to the extent of:

(8) the current value of Eligible Assets comprising the Standard Guarantee Fund

and any assets in which the Clearing House has invested such Eligible Assets;

(b) the current value of Eligible Assets comprising the aggregate of all Standard
Collateral relating to Variation Requirement (if any) and any assets in which the

Clearing House has invested such Eligible Assets;
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(c) the current value of Eligible Assets comprising the aggregate of all Standard
Collateral relating to Margin Requirement and any assets in which the Clearing

House has invested such Eligible Assets;

(d) the current value of Eligible Assets comprising the aggregate of all Standard
Assessments and any assets in which the Clearing House has invested such

Eligible Assets; and

(e) amounts received from non-defaulting Standard Clearing Members by the

Clearing House under Standard Contracts,

in each case, excluding the current value of any such Eligible Assets or amounts, as

the case may be, which are not available to the Clearing House because:

() the Clearing House has applied or has determined to apply such Eligible

Assets or amounts under the Rules; or

(i)  there has been a default (including, without limitation, fraud, negligence,

wilful default or the occurrence of an Insolvency Event) with respect to:

(A) acentral securities depository or securities settlement system;

(B) a Custodian, Investment Agent, Settlement Bank, Settlement

Agent for Precious Metals or Agent Bank:

1) which has been selected by the Clearing House following
consultation with the Risk Committee and approval by the

Board of Directors;

2) which is monitored by the Clearing House in accordance
with its normal procedures as consulted on with the Risk

Committee; and

3) in the case of a default by an Investment Agent only, where
there is no material breach by the Clearing House of its

investment management policy outstanding.

Limited recourse - general

2.4.4 In accordance with Rules 2.4.2(a) and 2.4.3, amounts payable by the Clearing House
under or in respect of all Contracts, Collateral, Guarantee Fund, Assessments and
Optional Payments shall be recoverable only from and to the extent of Eligible Assets
that are available to the Clearing House at any Custodian, except as set out in Rules
2.4.2(a)(vi) and 2.4.3(e), as applicable.
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2.45

2.4.6

2.5

251

25.2

2.6

26.1

2.6.2

If a Clearing Member receives any payment or asset (including by way of set-off or by
way of enforcement of any Encumbrance) under the Rules or its rights under the Rules
are otherwise discharged in breach of this Rule 2.4, then it will, promptly upon becoming
aware of such payment or receipt of an asset or after receiving notice from the Clearing
House of such payment or receipt of an asset, pay such amount or asset (or an amount
equal to the discharged amount) to the Clearing House to be applied in accordance with

these Rules.

For the purposes of Rules 2.4.2(a)(i) and 2.4.3(a) the Clearing House may, in its
reasonable discretion, determine the proportion of the relevant Guarantee Fund to be

applied in relation to each Account of the relevant Clearing Member.

Clearing House Insolvency

Subject to Rule 2.5.2, if the Clearing House:

(a) enters into liquidation;

(b) enters into administration; or

(c) fails to pay on the due date any amount in excess of £5,000,000 (or its
equivalent in other currencies) payable by it under the Rules unless such
payment is being disputed in good faith by the Clearing House or has been
delayed pursuant to the Rules (including, without limitation, pursuant to
Rule 5.2.9(g) or Rule 11.2.7),

all Contracts shall terminate automatically and the following steps shall be taken by the
Clearing House as soon as reasonably practicable with respect to each non-defaulting
Clearing Member, the rights and liabilities of the Clearing House and the Clearing
Member with respect to each of the Clearing Member's Accounts will be calculated in
accordance with Rules 8.3, 8.5, 8.6 and 8.7 as if a Declaration of Default has been

issued with respect to each Clearing Member.

Rule 2.5.1 shall not apply if the Clearing House enters into a CCP Regime.

Currency of payment and currency conversion

For the purposes of any calculation under these Rules, the Clearing House may convert
amounts denominated in one currency into another currency at such rate prevailing at

the time of the calculation as it shall reasonably select.

Amounts payable to the Clearing House shall be paid in the currency specified in the
relevant Contract Specification or in the currency otherwise required by the Rules. If the

Clearing House receives payment in another currency, it may convert such amount at
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2.6.3

2.7

2.7.1

such rate prevailing at the time of the calculation as it shall reasonably select. The

Clearing Member shall indemnify the Clearing House against any loss which the

Clearing House may suffer as a result of such conversion.

Notwithstanding Rule 2.6.2, Variation Requirement may, at the discretion of the Clearing

House, be payable in a currency other than that specified in the relevant Contract

Specification provided that the other currency is limited to GBP, USD or EUR.

Confidentiality

The Clearing House will treat as confidential all information received from a Clearing

Member or which is held by the Clearing House and relates to Contracts which the

Clearing Member has entered into and shall not disclose it to any other person except:

(@)

(b)

(©)

(d)

()

(f)

(9)

(h)

where the Clearing House is in possession of the information free of any
obligation of confidence to the Clearing Member at the time it is received by the
Clearing House or obtains it from a third party which is not under a duty of

confidence to the Clearing Member in respect of such information;

where the Clearing House develops the information independently and without

reference to any of the Clearing Member’s confidential information;

where it has the Clearing Member’s consent to do so;

where required to do so by a Regulatory Authority, pursuant to the order of a

competent court, or pursuant to the Applicable Law;

to any Affiliate, any Exchange, any Committee, the Appeals Body or any
professional advisers to enable them to provide services to the Clearing House

which are necessary or expedient for the operation of the Clearing House;

to any Client or Third Party Trade Delegate to which the information relates;

to the Security Trustee, any Settlement Bank, Custodian or other person which
provides data, services or systems to the Clearing House and any of their
Affiliates, sub-contractors and delegates to the extent necessary or expedient

for the purpose of the provision of those services;

to any other Clearing Member for the purposes of a potential transfer, novation
or assignment of a Transaction, a Contract or Collateral to such Clearing

Member or for the purposes of making deliveries under Contracts;
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2.7.2

2.7.3

2.8

2.8.1

2.8.2

2.8.3

2.8.4

2.9

29.1

(i) to any person or to the public if the information is or comes into the public
domain other than as a result of a breach of this Rule by the Clearing House or

its Representatives; or

() to any other person to which, and on such terms as, the Clearing House

considers it appropriate to disclose such information.

Rule 2.7.1 shall not operate to restrict, diminish or affect:

(8) the rights of the Clearing House in relation to Clearing Data (as defined in the

User Licence Agreement);

(b) orthe IPRs (as defined in the User Licence Agreement) of the Clearing House.

Clearing Members shall be deemed to consent to any disclosure or non-disclosure of

information by the Clearing House that is required or permitted by section 348 of FSMA.

Data protection

The Clearing House is a data controller in relation to personal information provided by
the Clearing Members and their Representatives. Each Clearing Member shall ensure
that any of its Representatives whose personal data is provided to the Clearing House
has consented in advance to such data being controlled and processed by the Clearing

House and that the disclosure of such personal data is lawful.

The Clearing House shall be entitled to disclose personal data to such persons and for
such purposes as set out in Rule 2.7 and the Clearing House and any such person to
which personal data is provided may transfer it outside the European Economic Area for

processing.

Each data subject may, on application to the Clearing House’'s Company Secretary and
payment of a small fee to the Clearing House, receive a copy of the personal data held
by the Clearing House in respect of it and require the Clearing House to correct any

errors or inaccuracies.

In this Rule 2.8, the terms “personal data”, “controller” and “data subject” have the

meanings given to such terms in the Data Protection Act 1998.

Force majeure

If and to the extent that either the Clearing House or the Clearing Member is hindered or
prevented by a Force Majeure Event from performing any of its obligations under these

Rules, then the party so affected (the Affected Party) shall not be liable to the other for
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29.2

2.9.3

2.10

2.10.1

failure to perform such obligations provided that the Affected Party takes the steps set
out in Rule 2.9.2.

On the occurrence of a Force Majeure Event, the Affected Party shall:

(a) immediately notify the other party of the same in writing and, if the Clearing

House is the Affected Party, it shall do so by issuing a Notice;

(b) use reasonable endeavours to minimise the effects of the Force Majeure Event
on the performance of its obligations under the Rules and resume full

performance of such obligations without avoidable delay;

(c) keep the other party informed of the development of the circumstances of the
Force Majeure Event and the performance of its obligations under the Rules,
including, without limitation, when it is no longer affected by the Force Majeure
Event and, if the Clearing House is the Affected Party, it shall do so by issuing

a Notice; and

(d) if the Clearing House is the Affected Party, require any Clearing Member to
take such action, including but not limited to action in accordance with Rule
11.6.6(b), as the Clearing House may direct in relation to any Contracts or
Collateral deposited with the Clearing House affected by the Force Majeure

Event.

If a Force Majeure Event continues for 5 (five) Business Days, the Clearing House will
consult with the relevant Risk Committee on any actions which the Clearing House
proposes to take to protect the financial integrity of the Clearing House or in relation to
any Contract affected by the continuing Force Majeure Event. For the avoidance of
doubt, any action may include the Invoicing Back of any Contract affected by the
continuing Force Majeure Event providing there is an objective justification for the

Invoicing Back of such Contract or taking action in accordance with Rule 11.6.6(b).

Severability

Each of the Rules is severable and distinct from the others. It is intended that every
Rule and every part of each Rule shall be and remain valid and enforceable to the
fullest extent permitted by law. If any Rule or part of a Rule is or at any time becomes
to any extent invalid, illegal or unenforceable for any reason, it shall, to that extent, be
deemed not to form part of these Rules, but the validity, legality and enforceability of

the remaining Rules and parts of these Rules shall not be thereby affected or impaired.
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2111

2.11.2

2.11.3

2.12

2121

2.12.2

2.12.3

2.12.4

2.12.5

Waiver

Except as specifically provided for in these Rules, no waiver of any of these Rules or any
part thereof shall be effective unless the same shall be in writing, and then such waiver
shall be effective only in the specific instance, for the purpose for which the same is
given, and such waiver shall not operate as a waiver of any future application of such

Rule or part thereof.

The waiver of any right, and the failure to exercise any right or to insist on the strict
performance of any of the Rules, shall not operate as a waiver of, or preclude any further

or other exercise or enforcement of that or any other right.

Any times fixed by these Rules for the doing of any act or acts required by these Rules
may be extended, waived or suspended by the Clearing House, the Board of Directors
or such Committee as the Board of Directors may designate, whenever, in its, judgment,

such extension, waiver or suspension is necessary or expedient.

Governing law and arbitration

The Rules shall be governed by and construed in accordance with the laws of England
and Wales.

Subject to Rule 2.12.4, any dispute between the Clearing House and Clearing Member
arising out of or in connection with the Rules or any Contract, including any question
regarding the validity of the Clearing Membership Agreement shall be referred to and
finally resolved by arbitration under the Rules of the London Court of International

Arbitration, which Rules are deemed to be incorporated by reference into this Rule.

The number of arbitrators shall be three (3). Each party shall appoint one (1) arbitrator
and the remaining arbitrator shall be appointed by agreement between the arbitrators
appointed by each party. The third arbitrator shall serve as chairman. The seat, or legal
place, of arbitration shall be London. The language to be used in the arbitral proceedings
shall be English.

A Clearing Member may not submit a dispute, the subject matter of which could
constitute a Complaint, to be resolved by arbitration in accordance with Rule 2.12.2
unless and until it has submitted a Complaint on such subject in accordance with the
Rules and that Complaint has been subjected to the procedures set out in the Rules.

The commencement of any arbitral proceedings pursuant to Rule 2.12.2 shall be without
prejudice to and shall not limit in any way the right of the Clearing House to instigate any
procedure under the Rules, including without limitation in relation to any Event of Default

or any Investigation or Disciplinary Proceedings.
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2.12.6

2.13

2131

2.14

2141

2.14.2

The Clearing House will not be responsible for compliance or non-compliance by any
person with the requirements under the FCA'’s Prospectus Rules concerning offers made
to the public.

Waiver of sovereign immunity

In the event that a Clearing Member purports to be a state entity, such entity irrevocably
acknowledges and accepts that the Rules and all agreements entered into or in
connection herewith (including all appendices, schedules and exhibits thereto) and the
performance or non-performance of its obligations under the Rules are commercial
rather than public or governmental acts. In any event, the Clearing Member hereby
waives in relation to any disputes arising out of or in connection with the Rules under
any law or in any jurisdiction, notwithstanding the dispute(s) relate(s) to acts of a
sovereign or governmental character, any claim the Clearing Member may have or may
acquire to immunity on the grounds of sovereignty or otherwise (for itself/themselves and

its/their property, present or subsequently acquired) from:

(a) any jurisdiction and the service and pursuit of any proceedings in that

jurisdiction

(b) procedural privileges relating to the obligation to disclose documents or
information; and

(c) any relief, before or after proceedings have been commenced, including but not
limited to orders for injunction, specific performance, or recovery of land; any
set off, attachment or execution or enforcement of a judgment or arbitral award
against its sovereign property (or in an action in rem for the arrest, detention or
sale of its sovereign property) irrespective of that property’s use or intended
use, whether commercial or otherwise, including without prejudice to the
generality of sovereign property, any assets held on behalf of a central bank,
diplomatic assets, tax revenues or other payments to the sovereign or cultural,

historic or scientific collections.

No proceedings

No Clearing Member shall take any action to commence an insolvency or reorganisation
proceeding (including, without limitation, by presentation of a winding up petition) in

relation to the Clearing House.

No Clearing Member shall take any action (including, but not limited to, commencing a
court or arbitral proceeding) with the intention of or that would limit or interfere with the
ability of the Clearing House to exercise its rights and perform its obligations (in each

case, as interpreted by the Clearing House) under or in connection with the Rules.
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3.1

3.1.1

3.1.2

3.1.3

3.14

CHAPTER 3
MEMBERSHIP

Types of membership and application

A clearing member applicant must, at a minimum, demonstrate to the Clearing House
that it can satisfy the Membership Criteria. The process for applying for clearing
membership is set out in the Membership Procedure. A copy of the application form is
available on request. Subject to advice from the Risk Committee, the Board of Directors
determines whether an applicant for membership as a Standard Clearing Member
satisfies the Membership Criteria. Subject to advice from the IRS Risk Committee, the
Board of Directors determines whether an applicant for membership as an IRS Clearing

Member satisfies the Membership Criteria.

The Clearing House has the following categories of membership; Standard Clearing
Members and IRS Clearing Members (each a Membership Category), each of which
has a separate Guarantee Fund. A Clearing Member in one Membership Category only
has recourse to the Guarantee Fund relating to that Membership Category as set out in
Rule 7.1. The Clearing House may create additional Membership Categories depending
on the types of Transaction to be cleared. The Clearing House may apply different
Membership Criteria in respect of different Membership Categories. A Clearing Member
may only clear those types of Transaction in respect of which it is a Clearing Member of
the relevant Membership Category. A Clearing Member may belong to multiple
Membership Categories. A Clearing Member must continue to satisfy the Membership
Criteria applicable to its Membership Category for so long as it remains a Clearing

Member of that Membership Category.

A Membership Category may allow the Clearing Member to clear different types of
Transactions such as Transactions relating to different asset classes provided the
Clearing Member complies with any Rules that relate specifically to the ability to clear a
particular type of Transaction. The Guarantee Fund relating to a Membership Category
relates to all Contracts with the Clearing Members within that Membership Category.
The Clearing House may have recourse to the Guarantee Fund relating to a particular
Membership Category regardless of which types of Transaction the Defaulting Clearing

Member has the ability to clear.

The Rules apply to Clearing Members. Each Clearing Member shall, and shall use
reasonable endeavours to procure that its Representatives act in accordance with the

Rules. Different Rules may apply to Clearing Members in different Membership
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3.15

3.2

3.21

Categories and different types of Transaction and the applicable Rules may include a

Contract Module that is specific to the type of Transaction.

The Clearing House has no contractual relationship with Clients (save as set out in any
Client Protection Agreement which the Clearing House may have entered into with a
Client) or any Third Party Trade Delegate. The Clearing Member will be party to and
liable as a principal in respect of any Contracts. Clients and Third Party Trade Delegates
are not subject to the Rules and do not have any of the rights or benefits of a Clearing
Member. The Clearing House has no obligations or liabilities under the Rules to any

person other than a Clearing Member.

Membership Criteria

To become a Clearing Member and maintain membership of the Clearing House, a

person must at all times:

(8) be incorporated as a body corporate, partnership or other business

organisation or entity in any jurisdiction;

(b) have all necessary authorisations, licences, permissions, approvals or
equivalent in respect of each Regulatory Authority required to enter into and
clear through the Clearing House Transactions, including, where relevant,

Transactions with or on behalf of Clients and Third Party Trade Delegates;

(c) comply with all Applicable Law and the requirements of each Regulatory
Authority which has jurisdiction over the Clearing Member to the extent that
failure to do so would be likely to have a material adverse effect on the

Clearing Member's suitability as a Clearing Member;

(d) be subject to Applicable Law relating to money laundering and terrorist
financing that requires it to undertake due diligence and identity verification

measures on its Clients;

(e) not be subject to an Insolvency Event or an Event of Default or any
circumstances pursuant to which it is, or is likely to be, unable to discharge any

obligation to the Clearing House;

() comply with all regulatory capital requirements applicable to it;

(g) maintain capital of at least the type and amount set out in the Membership

Procedure;

(h) in the case of a Standard Clearing Member, have provided to the Clearing

House its Contribution to the Standard Guarantee Fund and, in the case of an

41

CFD-#14673508-v1



IRS Clearing Member, have provided to the Clearing House its Contribution to
the IRS Guarantee Fund, in each case in accordance with the Rules and the

Membership Procedure;

(i) bhave provided to the Clearing House sufficient Eligible Assets to satisfy its

Collateral Requirement in accordance with the Rules;

() bhave the Bank Accounts set out in Rule 4.2.2, and, if relevant, the accounts
with the Agent Bank and the CLS Account set out in Rule 4.2.3;

(k) be party to an executed Clearing Membership Agreement and such other

agreements as set out in the Membership Procedure;

() bhave nominated a Representative to be responsible for the Clearing Member’s
actions and represent the Clearing Member before the Clearing House and its

Committees (a Nominee);

(m) have nominated a Representative to be the Clearing House’s key contact
person and to register such of its and its Clients’ Representatives as will be
permitted to submit Transactions to the Clearing House (the Transaction

Manager);

(n) ensure that a Representative, who is sufficiently senior and familiar with the
Rules and the Clearing Member’s activities in relation to the Clearing House, is

available to deal with any query or issue raised by the Clearing House;
(o) with respect to an IRS Clearing Member only:

() have nominated at least two officers or employees to be members of the
IRS Default Management Committee, one of which may be required to
serve on the IRS Active Default Committee at any time, in accordance
with its terms of reference and the IRS Default Management Guidelines;

and

(i)  upon request of the Clearing House, submit nominations for an

independent member of the IRS Risk Committee;

(p) not have been, or have any senior Representative (in director position or above)
who has been, convicted of any offence involving fraud, theft, false accounting,
offences against the administration of public justice, serious tax offences or
other dishonesty or an offence relating to companies, insurance, banking, other
financial services, consumer credit or consumer protection, money laundering,

market abuse or insider dealing or be, or have any senior Representative (in
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3.2.2

3.3

331

director position or above) who is, under investigation for committing such an
offence, if, in each case, such circumstance has or would be likely to have an

adverse effect on the Clearing Member’s ability to comply with the Rules;

(q) satisfy the Clearing House as to its fithess and propriety, financial, operational,
technical and risk management capacity and competence and have such
personnel, facilities and organisational arrangements to be able to satisfy its

obligations under the Rules;

() satisfy the Clearing House that it has in place adequate written anti-money
laundering, risk management and disaster recovery, business continuity, record
keeping and reporting policies and procedures to ensure that it is able to

perform its obligations under the Rules;

(s) be engaged in or demonstrate immediate capacity to engage in the conduct of
a Clearing Member in respect of the Transactions to be cleared and the

performance of all the obligations of a Clearing Member set out in the Rules;

() bhave available to the Clearing House for inspection, upon reasonable request
by the Clearing House, its books and records regarding Transactions cleared

by the Clearing House;

(u) demonstrate that it is in compliance with the Rules;

(v) satisfy any further requirements which the Clearing House may reasonably

impose on a Clearing Member from time to time; and

(w) with respect to a Standard Clearing Member clearing Exchange Transactions,
have been accepted as and remain a member of the Exchange.

The Membership Criteria set out in Rules 3.2.1(c) to 3.2.1(e) shall also apply to each of

the Clearing Member’s Parent Undertaking and Guarantors.

Provision of information

Each Clearing Member shall provide to the Clearing House in accordance with the

Membership Procedure:

(a) its annual audited financial statements prepared in accordance with Applicable
Law within five (5) Business Days of submission of the same to its primary
Regulatory Authority for financial services or, if it does not have such a
Regulatory Authority, within sixty (60) Business Days of its financial year end;
and
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3.3.2

3.4

34.1

3.4.2

(b) any other financial statements as are provided to the Clearing Member's
primary Regulatory Authority for financial services within thirty (30) calendar
days of such financial statements having been provided to such Regulatory
Authority or, if it does not have such a Regulatory Authority, monthly unaudited

financial reports within fifteen (15) Business Days of the relevant month end.

Each Clearing Member agrees that the Clearing House may at any time request
information to which it is entitled under the Rules from a Regulatory Authority and that
the Clearing House may receive such information and disclose it to any of its Affiliates
and any Exchange, any Settlement Bank, Custodian or other person which provides
data, services or systems to the Clearing House and any of their Affiliates, sub-
contractors and delegates to the extent necessary or expedient for the purpose of the
provision of those services. To the extent such information is confidential in
accordance with Rule 2.7.1, the Clearing House shall use its reasonable endeavours to
ensure that any person receiving such information will keep that information confidential

on equivalent terms to those set out in Rule 2.7.1.

Notification Requirements

Each Clearing Member shall notify the Clearing House in writing immediately in the

event of any of the following:

(a) it ceases to be able to satisfy any of the Membership Criteria or reasonably

believes it may cease to be able to do so;

(b) any material changes are made to the information previously provided to the

Clearing House including that relating to its Nominee and Transaction Manager;

(c) the Clearing Member is notified that a Regulatory Authority shall investigate
any of its affairs or those of any of its Parent Undertakings or Guarantors which
is material in terms of the overall size of its group or take disciplinary or other
formal action against it or a Parent Undertaking or Guarantor or the Clearing
Member has reason to believe that a Regulatory Authority is considering the

same,; or

(d) of anything relating to the Clearing Member of which the Clearing House would

reasonably expect notice.

Each Clearing Member shall give the Clearing House prompt prior written notice of any
material change in its form or organisation, ownership structure, or business operations,

including:
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3.4.3

3.4.4

3.45

3.4.6

3.5

3.5.1

(&) a merger, combination or consolidation between the Clearing Member and

another person;

(b) a change in the direct or indirect beneficial ownership of 10% (ten per cent.) or

more of the equity of the Clearing Member;

(c) the sale of a significant part of the Clearing Member's business or assets to

another person; and

(d) a material change in its business operations.

The Clearing House shall be entitled to require each Clearing Member to provide it with

a report on its large positions as notified by the Clearing House, as and when requested.

All information provided to the Clearing House shall be in English.

Each Clearing Member shall furnish to the Clearing House such documents in a timely
manner with respect to any of the foregoing events as the Clearing House may from time

to time reasonably request.

All information provided to the Clearing House by or on behalf of the Clearing Member
shall be accurate, complete and not misleading and shall be provided in a format

approved by the Clearing House.

Prohibitions

A Clearing Member shall not:

(a) breach any Applicable Law or requirements of a Regulatory Authority or any of
these Rules which, in the reasonable opinion of the Clearing House, would be
likely to have a material adverse effect on the Clearing Member’s suitability as

a Clearing Member;

(b) engage in any behaviour which amounts to market abuse, insider dealing,
market manipulation, money laundering, fraud or which is in breach of any
similar Applicable Law and which, in the reasonable opinion of the Clearing
House, would be likely to have a material adverse effect on the Clearing

Member’s suitability as a Clearing Member;

(c) engage in any other practice which the Clearing House reasonably considers to

be capable of impairing the financial integrity of the Clearing House;
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3.6

3.6.1

3.7

3.7.1

(d) take any action which in the reasonable opinion of the Clearing House is likely
to bring the Clearing House or any of the Clearing Members into disrepute or

otherwise damage the reputation of the Clearing House;

(e) provide to the Clearing House, report or disseminate false, misleading or

inaccurate information about a Transaction or Contract;

() breach any terms of a Contract or enter into any Contract intending to default
on the same or having no reasonable grounds for believing that it would be

possible to avoid such a default; or

(g) use any of the facilities provided by the Clearing House in contravention of the
Rules or other than for the purpose of conducting its business as a Clearing

Member.

Right to audit

The Clearing House shall be entitled to conduct audits on each Clearing Member's

compliance with the Clearing Rules. Each Clearing Member shall:

(&) provide such information, books and records as the Clearing House may, on

prior notice, reasonably request; and

(b) cooperate with the Clearing House in the same way as set out in Rule 9.2.2 for
such purposes save that the Clearing Member shall not be required to permit
access to its business premises if the Clearing House has not provided

reasonable prior notice.

Actions available to the Clearing House

Notwithstanding any other Rule, in order to protect the integrity of its clearing
arrangements or to avoid the introduction of uncertainty, volatility or risk into the financial
markets, the Clearing House may, in its absolute discretion, take any of the following

actions:

(a) require a Clearing Member to increase its capital;

(b) increase a Clearing Member Collateral Requirement;

(c) require a Clearing Member to decrease the size or volume of its Contracts, in
which case it shall allow the Clearing Member reasonable time to properly

manage its Contracts accordingly;

(d) prohibit a Clearing Member from entering into any new Contracts;
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3.7.2

(e) require a Clearing Member to cease to take any action in respect of the

Contracts to which it is party save as directed by the Clearing House;

(f) close out, settle, transfer to or reopen with another Clearing Member or
Clearing Members some or all of its Contracts (ensuring that any Contracts
recorded in a Client Account remain recorded in a Client Account of the same
type) provided, in the case of a transfer or reopening, that such other Clearing

Member(s) consent(s);

(g) transfer any Collateral relating to a Contract which is transferred to or reopened
with another Clearing Member or Clearing Members to the relevant Account or
Accounts relating to such other Clearing Member or Clearing Members
(ensuring that any Collateral relating to Contracts recorded in a Client Account

remains recorded in a Client Account of the same type);
(h) determine the settlement price at which Contracts are to be liquidated,;
(i) suspend a Clearing Member in accordance with Rule 3.9; and

() not perform its obligations under Rule 8.4 if it reasonably believes that doing so
would introduce an unacceptable level of risk or volatility to the Clearing

System,;

(k) amend the Rules to the extent it reasonably considers necessary in
accordance with Rule 2.2.2(d); and/or

() issue such other instructions and impose such other requirements and
prohibitions as it considers appropriate to protect the integrity of the Clearing
House or avoid the introduction of uncertainty, volatility or risk in the financial
markets.

Where the Clearing House increases the Collateral Requirement pursuant to Rule 3.7.1,
Clearing Members are required to deliver Eligible Cash as Collateral through the
arrangements set out in Rule 4.2.2 or, if there is insufficient Eligible Cash within a
Clearing Member’'s Bank Account to allow the delivery of Eligible Cash in accordance
with Rule 4.2.2 to meet the increased Collateral Requirement, the Clearing Member is
required to deliver Eligible Cash via CHAPS within one (1) hour of notification of such
amount if notification is received during the hours when CHAPS is open and at least one
(1) hour prior to CHAPS closing and otherwise, within one (1) hour of the time at which

CHAPS first opens after such notification.
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3.7.3

3.8

3.8.1

3.8.2

3.8.3

The Clearing House may take the actions set out in Rule 3.7.1 in respect of any Clearing
Member, Clearing Members in any Membership Category or all Clearing Members as it

reasonably considers appropriate.
Termination of clearing membership

Without prejudice to Rule 8.8, a Clearing Member may give written notice of its
application to terminate its membership or membership of a particular Membership
Category of the Clearing House at any time. The Clearing Member agrees that such

termination shall become effective on the Membership Termination Date.

Subject to Rule 8.2.6 and Rule 9.4.16(e), the Clearing House may terminate the
membership or membership of a particular Membership Category of the Clearing House
of any Clearing Member by providing the Clearing Member with not less than thirty (30)

Business Days’ notice in writing.

Following the giving of notice by a Clearing Member of its intention to terminate its
membership or membership of a particular Membership Category of the Clearing House
pursuant to Rule 3.9.1, or receipt of notice of termination of membership or membership
of a particular Membership Category of the Clearing House pursuant to Rules 3.8.2,
8.2.6 and 9.4.16(e) and until the relevant Membership Termination Date, the Clearing

Member shall, in respect of each Membership Category to be terminated:

(a) continue to deposit Eligible Assets to meet its Collateral Requirement and its
required Contribution to each relevant Guarantee Fund and any Assessments
and make all other payments due pursuant to these Rules or any Contracts to
which it is party;

(b) make settlement in respect of, transfer to another Clearing Member or Clearing
Members, close out or liquidate any Contracts and follow any directions given

by the Clearing House in respect of such Contracts;

(c) cooperate in the transfer of any Collateral deposited with the Clearing House
relating to a Contract which is transferred to another Clearing Member or
Clearing Members to the relevant Account relating to such other Clearing
Member or Clearing Members;

(d) remain subject to claims against its Contribution and make any Assessments

pursuant to Rules 7.2 and 8.7;

(e) remain subject to the Clearing House’s jurisdiction as set out in Chapter 8 until
any actions arising as a result of a Declaration of Default having been served

on the Clearing Member have been completed; and
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3.8.4

3.8.5

3.8.6

3.9

391

3.10

3.10.1

(f) take such other actions as the Clearing House deems necessary or appropriate

to satisfy or discharge any of its remaining obligations under the Rules.

Following notice of the termination of a Clearing Member's membership or membership
of a particular Membership Category of the Clearing House, the Clearing House may, at
its reasonable discretion and in the interests of risk management, establish, amend or
revoke Position Limits for the Clearing Member. The Clearing House will inform the
Clearing Members of their Position Limits as soon as reasonably practicable. In the
event the Clearing House reduces a Clearing Member’s Position Limits, it shall allow the

Clearing Member reasonable time to properly manage its Contracts accordingly.

A Clearing Member shall remain subject to the Rules in Chapter 9 with respect to
matters that occurred prior to the relevant Membership Termination Date provided that
the Clearing House gives written notice of the commencement of an inquiry into such
matters to the former Clearing Member within one (1) year of the relevant Membership

Termination Date.

A Clearing Member’s ability to clear a particular type of Transaction may be terminated
without affecting the ability of the Clearing Member to clear another type of Transaction
within the same Membership Category. In this event and for the purposes of Rules 3.8
and 3.10 only, Rule 3.8.3 and the definition of Membership Termination Date shall be

construed as relating only to Contracts relating to the relevant type of Transaction.

Suspension

A Clearing Member which is suspended may not submit Transactions to the Clearing
House for clearing but shall continue to comply with the Rules and take such actions as

the Clearing House deems necessary or appropriate.

Refund of Collateral, Contribution, Assessments and Optional Payments

Without prejudice to Rule 8.8, if a Clearing Member or the Clearing House terminates
the Clearing Member's membership of the Clearing House in respect of a Membership
Category in accordance with Rule 3.8 or the Clearing House terminates all IRS
Contracts pursuant to Rule 8.10, the Clearing House shall return that part of the
terminating Clearing Member's Collateral, Contribution in respect of the relevant
Guarantee Fund, Assessments or Optional Payments that:

(@) has not been applied pursuant to the Rules as at:

0] the relevant Membership Termination Date; or
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3.10.2

3.10.3

3.10.4

3.10.5

(i)  as the context requires, the date that the Clearing House certifies as
being the date on which all steps under Rule 8.10 have been completed;

and

(b) is not required by the Clearing House pursuant to the Rules.

Where a Clearing Member is terminating its ability to clear a particular type of
Transaction within a Membership Category in accordance with Rule 3.8.6, the part of
the Clearing Member’s Collateral, Contribution in respect of the relevant Guarantee
Fund, Assessments or Optional Payments (if relevant) shall be determined by the
Clearing House by reference to the Contracts that related to the relevant type of

Transaction only.

The amount calculated pursuant to Rule 3.10.1 shall be returned to the terminating

Clearing Member within thirty (30) Business Days of:

(a) the Membership Termination Date; or

(b) as the context requires, the date that the Clearing House certifies as being the

date on which all steps under Rule 8.10 have been completed.

All amounts chargeable against a Clearing Member's Collateral, Contribution,
Assessments and Optional Payments on account of Contracts of the relevant
Membership Category entered into while it was a Clearing Member shall be deducted

from the amount returned.

A Clearing Member's entitlement to repayment of its Collateral, Contribution,
Assessments or Optional Payments received by the Clearing House or any part of it
shall not be capable of assignment or transfer by the Clearing Member or made subject
to any Encumbrance that purports to rank in priority over, pari passu with, or subsequent
to, the rights of the Clearing House. Any purported Encumbrance that is made by a
Clearing Member in respect of Collateral, Contribution, Assessments or Optional

Payments shall be null and void.

Notwithstanding any other provision of the Rules, no Clearing Member shall have any
right, title or interest in any Collateral, Contribution, Assessments or Optional Payments
that have been transferred to the Clearing House or to its Custodian. A Clearing Member
will, subject to the provisions of the Rules (in particular, the Default Rules), only have a
right to return of Equivalent Assets. If the Clearing House is expressed to have an
obligation (pursuant to this Rule 3.10 or otherwise) to transfer to the Clearing Member an
amount of cash or an asset in respect of Collateral, Contribution, Assessments or
Optional Payments received by the Clearing House, the Clearing House shall only be

obliged to transfer an Equivalent Asset to the Clearing Member's Bank Account or the
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account for Eligible Securities or the Allocated Precious Metals Account referred to in
Rule 4.2.6. Notwithstanding the foregoing, the Clearing House reserves the right to
transfer Eligible Cash in respect of Eligible Securities and Eligible Precious Metals if it is
unable, using reasonable endeavours, to locate or obtain Equivalent Securities or
Eligible Precious Metals and in any event to value such Eligible Assets as it may

reasonably determine in accordance with the Clearing and Settlement Procedure.

51

CFD-#14673508-v1



CHAPTER 3A
CLIENT CLEARING

3A1 Clearing for Clients

3A.1.1 The Clearing Member, if permitted to do so under Applicable Laws, may clear

Transactions through the Clearing House on behalf of any of its Clients provided it

satisfies the provisions of this Chapter 3A and each other relevant provision of the

Rules.

3A.1.2 Before a Clearing Member accepts any Transactions for a Client it shall ensure a

written agreement is in place with that Client, pursuant to which the Client agrees that:

(@)

(b)

(©)

the Clearing Member acts as principal at all times to each Contract;

the Client has no contractual relationship with the Clearing House (save as set
out in any Client Protection Agreement which the Clearing House may have

entered into in relation to a Client); and

the Client shall not have any rights under the Rules, any Contract, the Clearing
Membership Agreement or otherwise, save for any liability which by law may

not be excluded.

3A.13 Where a Clearing Member accepts any Transactions for a Client:

(@)

(b)

()

it shall provide such information about the Client as the Clearing House may
reasonably request to the Clearing House promptly on request by the Clearing

House, including an authorised signatory list for each Client.

it must require each Client to comply with such security obligations as the
Clearing House may reasonably request or are otherwise prudent to protect the

financial integrity of the Clearing House;

it must satisfy itself that the acts and omissions of its Clients will not prevent it
from complying with the Rules and it must impose the prohibitions set out in
Rule 3.5 as amended below on each Client in relation to the Client’s
submission of Transactions to the Clearing House and its activities in relation to

the clearing of the Contracts that result from such Transactions:

0] in Rules 3.5.1(a) and 3.5.1(b), the references to the Clearing Member

are references to the Client;

(i) Rule 3.5.1(f) is deleted;
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(i) in Rule 3.5.1(g) the words “or other than for the purpose of conducting its

business as a Clearing Member” are deleted; and

(iv)  Rule 3.5.1(g) does not refer to Clients and Third Party Trade Delegates;

and

(d) it must use its reasonable endeavours to procure that each Client cooperates
with the Clearing House in the event of any action being taken against the
Clearing Member in the same way as set out in Rule 9.2.2 save that the
Clearing House shall be required to give reasonable notice to the Client of any
such cooperation it requires and, in particular, the Client shall not be required

to permit access to its business premises without reasonable naotice.

3A.1.4 The Clearing Member shall ensure that the Clearing House has at all times an accurate,

3A.15

3A.1.6

3A.1.7

3A.1.8

current and complete list of its Clients. If a Clearing Member proposes to begin clearing
through the Clearing House on behalf of a Client, or ceases to do so, it shall update its
list of Clients by giving notice to the Clearing House on a monthly basis or as requested
from time to time by the Clearing House. No cessation of Clearing Services shall affect
the Clearing Member’s obligations in respect of Contracts arising prior to the date and
time of such cessation.

The Clearing House will not have any obligations or liabilities to persons other than the
Clearing Member save as explicitly set out in the Rules. The consequences of any
Contracts arising, existing or being settled or subject to delivery are the sole
responsibility of the Clearing Member.

The Clearing Member is responsible for all acts and omissions of each of its Clients and
their Representatives in relation to the submission of Transactions to the Clearing
House and the clearing of the Contracts resulting from such Transactions to the same

extent that it is responsible for the acts and omissions of itself and its Representatives.

Where a Clearing Member accepts a Transaction for a Client, the Clearing Member
shall require the Client to provide it with collateral with a value not less than the value of
the Clearing Member’'s Collateral Requirement in respect of such Transaction, which
may not necessarily take the same form of such Collateral, or the Clearing Member
shall advance credit in respect of the Client of not less than the value of such Collateral.

The Clearing Member shall, at the request of the Clearing House, immediately take
action to ensure that no further Transactions are cleared on behalf of a Client by
reducing its credit limits relating to that Client to zero in the event the Clearing House
reasonably believes the Client is in breach of any of the prohibitions referred to in Rule
3A.1.3(c).
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3A.1.9

3A.2

3A2.1

3A.2.2

The Clearing Member represents and warrants that each of its Clients and Third Party

Trade Delegates is an eligible counterparty or a professional client as defined by the

FCA.

Client Agreement

The Clearing Member shall be party to a Client Agreement with each Client for which it

holds an Individual Client Account or which is part of an Omnibus Client Account. The

Client Agreement shall incorporate provisions with the following effect:

(@)

(b)

()

(d)

(e)

Corresponding Transactions shall be transacted pursuant to the terms of the
Client Agreement and be segregated (contractually or otherwise) from any

other transactions entered into between the Clearing Member and the Client;

the Client must have the right to terminate all Corresponding Transactions in
the event the Clearing House issues a Declaration of Default to a Clearing

Member in accordance with the Default Rules;

if a Corresponding Transaction is terminated due to the Clearing House issuing
a Declaration of Default in accordance with the Default Rules, the net

replacement value of the Corresponding Transaction shall be;

0] where due to the Client, equal or be greater than; or

(i)  where due from the Client, equal or be less than;

the value attributed by the Clearing House to the Contract to which the
Corresponding Transaction relates following the issuance of such Declaration

of Default;

the Clearing Member shall have the right in the event of an Insolvency Event
relating to the Clearing House, to terminate the Corresponding Transaction;

and

that "two way payments" arise in the event of a termination of all
Corresponding Transactions, the substantive effect of which is that either a
Clearing Member or a Client will be entitled to receive payment under the
relevant termination provisions if the net replacement value of all terminated
Corresponding Transactions effected under the Client Agreement is in its

favour.

If a Contract is transferred to an Adopting Clearing Member in accordance with Rule

8.4.12 or 8.4.13, the Corresponding Transaction entered into by the Client and the
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3A.2.3

3A.2.4

3A.2.5

3A.3

3A.3.1

3A4

3A4.1

Defaulting Clearing Member will also terminate and a new Corresponding Transaction

will be entered into between the Client and the Adopting Clearing Member.

Any changes made to the terms of a Contract by the Clearing House shall be deemed

to be reflected in the Corresponding Transaction.

To the extent there is no Client Agreement in full force and effect or there is any
deficiency in the Client Agreement, the Clearing Member and the Client will be deemed
to have entered into a binding agreement into which the terms set out in Rule 3A.2.1

shall be deemed to have been incorporated.

The Clearing Member shall notify the Clearing House in the event that any Client either
appoints it as an Adopting Clearing Member or terminates an existing appointment as
an Adopting Clearing Member.

Collateral

The arrangements for collateral in relation to Corresponding Transactions with Clients
who have an Individual Client Account or which are part of an Omnibus Client Account
must provide that collateral is provided by a Client to a Clearing Member in such form
as agreed between the Client and the Clearing Member free and clear of any
Encumbrances of the Client or of any other person (other than a lien routinely imposed
on all securities in a relevant settlement system or central securities depository, not
being the Clearing House) so that the Clearing Member has the right to deal with the
collateral in any manner and an obligation to return equivalent collateral or the value
thereof, in the form of cash or securities, to a Client. For the avoidance of doubt, the
Clearing House will not hold any securities as custodian, nor any cash as client money
pursuant to the FCA'’s client assets handbook.

Other agreements

Before accepting any Transactions for a Client which will be recorded in either an
Individual Client Account or an Omnibus Client Account, to be submitted for clearing by
the Clearing House, the Clearing Member shall:

(&) enter into a Client Protection Agreement with the Clearing House and either;

0] the Client and return a copy of the Client Protection Agreement to the
Clearing House; or

(i) the Security Trustee, in which case the Clearing Member shall also enter

into a Security Trust Deed with the Security Trustee and return a copy of
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3A4.2

3A5

3A5.1

3A.5.2

3A.6

the Client Protection Agreement and Security Trust Deed to the Clearing

House; and

(b)  where the Client is intended to benefit from the Security Trust Deed, enter into a
Client Acknowledgement with the Clearing Member and the Client and return a
copy of the Client Acknowledgement to the Clearing House: where a Client
Protection Agreement has been entered into with the Client, a Client

Acknowledgement will be deemed to have been entered into.

Where any formalities or registration requirements apply in respect of the Client
Protection Agreement (and any other document which the Clearing House may from
time to time determine), a Clearing Member is required to comply with such
requirements or to procure that such requirements are complied with. The Clearing
Member shall provide such confirmation as may be required by the Clearing House to

demonstrate compliance with such obligations.

Clearing Member’s records and information

The Clearing Member shall keep accurate and up-to-date records of the Contracts and
Collateral relating to each Client in respect of which Contracts are recorded in an
Individual Client Account or an Omnibus Client Account and the Collateral in respect of
such Contracts. The Clearing Member shall provide information about the Contracts
and Collateral relating to each Client to the Clearing House at its reasonable request,
including at the end of each Business Day. In particular, the Clearing Member or it
insolvency practitioner shall promptly provide such information to the Clearing House in
the event the Clearing House issues a Declaration of Default in respect of the Clearing

Member.

The Clearing House shall provide to the Clearing Member on each Business Day
information on the Contracts and the value of Collateral recorded in its books and
records in relation to each of its Individual Client Accounts and Omnibus Client
Accounts. The Clearing House shall be entitled to assume that the Clearing Member
agrees that such information is correct if it does not receive written notice from the
Clearing Member otherwise within twenty-four (24) hours of the date when the
information was published by the Clearing House. The Clearing House may correct its
reports and make any adjustment for the relevant Account on the next Business Day
following the receipt of notice from the Clearing Member. If the Clearing Member
notifies the Clearing House that the information is not correct after twenty-four hours of
the date when the information was published by the Clearing House, the Clearing

House will use reasonable endeavours to make the adjustment to the relevant Account.

Transfer
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3A.6.1

3A.6.2

In relation to Clients in respect of which Contracts are recorded in a Client Account, the
Clearing House will effect a transfer of all rights and liabilities of a Clearing Member
(the Transferor Clearing Member) under a portfolio of Contracts relating to a Client
and the Collateral relating to such portfolio of Contracts to another Clearing Member

(the Transferee Clearing Member) if requested to do so by the Client and provided:

(a) the Transferor Clearing Member consents to such transfer, such consent to be
promptly given where there are no conditions to such a transfer or where any
conditions to such a transfer set out in the Client Agreement have been
satisfied, which the Clearing House shall be entitled to assume provided the
Clearing Member does not notify it otherwise within two (2) Business Days of

the Clearing House notifying the Clearing Member of the Client’s request;

(b) the Transferee Clearing Member and the Clearing House consent to the
transfer of such Contracts and the transfer would not cause the credit limits or
Position Limits applicable to either the Transferee Clearing Member or the

Client pursuant to Rules 5.1.7 and 5.1.8 to be exceeded; and

(c) the Transferor Clearing Member, the Transferee Clearing Member and the
Clearing House agree on the Collateral to be transferred in respect of the
Contracts unless the Transferor Clearing Member or the Transferee Clearing
Member agrees to provide alternative Eligible Assets to the Clearing House as
Collateral in respect of the Contracts;

(d) the Transferor Clearing Member, the Transferee Clearing Member and the
Clearing House agree which of the Transferor Clearing Member and the
Transferee Clearing Member will be responsible for providing any additional
Assets that may be required as Collateral by the Clearing House as a result of

the transfer; and

(e) the Clearing House has not issued a Declaration of Default in respect of either

the Transferor Clearing Member or the Transferee Clearing Member,

upon transfer of a Contract pursuant to Rule 3A.6.1, the Transferor Clearing Member
will be released and discharged from all its rights and obligations under the Contract
and a the Transferee Clearing Member will assume all such rights and obligations
under the Contract.

The Clearing House shall use reasonable endeavours to facilitate a transfer under Rule
3A.6.1:

(&) in respect of some but not all of the Contracts and Collateral related to any
Client Account; or
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(b) in relation to more than one Transferee Clearing Member
in each case at the request of the Client to which such Contracts relate.
3A7 Amendments to Client Protection Agreement and Security Trust Deed

3A.7.1 The Clearing House may publish revised standard forms of the Client Protection
Agreement and Security Trust Deed from time to time. To the extent that the Clearing
House publishes a proposed amendment to an existing Client Protection Agreement
and/or Security Trust Deed which has been entered into by a Clearing Member and (if
relevant) a Security Trustee, the Clearing Member shall grant its consent to such
proposed amendment if the Clearing House is of the reasonable opinion that such
amendment:

(&) will not be materially prejudicial to the relevant Client(s) which benefit from

such Client Protection Agreement and/or Security Trust Deed;
(b) is of a formal, minor or technical nature or to correct a manifest or proven error;
(c) is necessary to cure an ambiguity or inconsistency;
(d) is necessary to reflect a change in the Rules; or

(e) is as aresult of an Applicable Law.
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4.1

41.1

4.1.2

4.1.3

41.4

4.1.5

4.1.6

4.2

421

CHAPTER 4
ACCOUNTS

Fees

Each Clearing Member shall pay such fees and charges to the Clearing House as shall
be specified by the Clearing House in the Fees and Charges Notice. For Clearing
Members who clear Exchange Transactions such fees and charges shall include any
fees and charges incurred as a result of such Exchange Transactions. The Clearing
House may amend its fees and charges at any time by way of a Notice and shall

endeavour, but shall not be obliged, to give prior notice of any amendment.

The Clearing House shall invoice each Clearing Member on a monthly basis for fees and
charges incurred during the preceding month. All such fees and charges shall be
reflected as a charge to, and deducted from, any House Account on such date as may

be specified by the Clearing House.

The Clearing Member shall pay interest to the Clearing House on any due but unpaid
amount from the date on which the amount becomes due and payable under the Rules
until the date of delivery at such rate per annum as is set out on its Website and in the

Fees and Charges Notice, compounded daily.

All amounts set out in the Rules and elsewhere as being payable to the Clearing House
shall be deemed to be exclusive of any value added tax which is chargeable on the
supply to which that amount relates. Accordingly, if value added tax is chargeable on
any such supply and the corresponding amount, the relevant Clearing Member shall be

responsible for paying it in addition to the amount stated as payable.

All amounts payable to the Clearing House in connection with these Rules and any
Contract shall be paid without any deduction or withholding for or on account of tax
unless such deduction or withholding is required by Applicable Law, in which case, the
amount of the payment due shall be increased to an amount which (after making the
deduction or withholding) leaves an amount equal to the payment which would have

been due if no deduction or withholding had been required.

Any stamp duty or stamp duty reserve tax (or any similar tax or duty) arising on, or in
connection with, the transfer of Eligible Securities as Collateral, Contribution or

Assessments is for the account of the Clearing Member.

Accounts

The Clearing House shall maintain in its books and records a Standard House Account

and/or an IRS House Account and, for each Clearing Member which clears Transactions
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4.2.2

4.2.3

4.2.4

on behalf of Clients, such number and type of Client Accounts as the Clearing Member
may request and, if requested, a Non-Segregated Client Account. Any Accounts
maintained by the Clearing House are for administrative purposes only and will not affect

the Clearing Member’s liability for all accounts opened pursuant to its membership.

Each Clearing Member shall maintain a Bank Account with one or more Settlement
Banks and procure that each Settlement Bank shall act on the Clearing House's
instructions with respect to such Bank Account in accordance with the Clearing
Membership Agreement. Such instructions shall include instructions to debit the Bank
Account for any amounts pursuant to the Rules including in respect of fees and charges,
Collateral Requirement, Contributions, Assessments, Optional Payments, amounts due
pursuant to the Contracts and penalties and instructions to provide information to the
Clearing House as to whether the Settlement Bank is able to make such payments in
relation to the Bank Account. The Clearing Member must ensure that each Bank
Account is credited with adequate Eligible Cash or has appropriate arrangements in
place in respect of it to enable the Settlement Bank to debit the Bank Account with such
amounts at any time such amounts become due, notwithstanding any arrangements the
Clearing Member may have in place with the Settlement Bank in relation to other

amounts owing by the Clearing Member or other accounts of the Clearing Member.

Each Clearing Member who wishes to clear FX Contracts shall maintain an account with
an Agent Bank in each currency in which it transacts FX Contracts and shall notify the
Clearing House of the details of its accounts at the Agent Bank. Each Clearing Member
who wishes to clear FX Contracts which are required to be settled through the CLS
System shall also maintain a CLS Account, either directly or through a member of the
CLS System, and shall notify the Clearing House of the details of its CLS Account. The
Clearing Member shall notify the Clearing House as soon as reasonably practicable, and
in any event no later than the third Business Day preceding the next day on which the
Clearing Member is due to make a delivery under an FX Contract, of any changes to the
details of such account. To the extent a Clearing Member uses a member of the CLS
System to access a CLS Account (which may be the same member of the CLS System
as used by other Clearing Members) or uses an Agent Bank, failure by such third party
or Agent Bank shall be deemed to be a failure by the Clearing Member and any action
taken by such third party or Agent Bank shall be treated as being in the control of the

Clearing Member.

Each Clearing Member shall maintain such other accounts as required by the Clearing
House from time to time, and shall ensure that each institution providing such accounts
shall act on the Clearing House’s instructions as required by the Rules. To the extent the
Clearing Member uses a third party to facilitate settlement, failure by such third party

shall be deemed to be a failure by the Clearing Member.
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425

4.2.6

4.2.7

4.2.8

429

4.3

43.1

4.3.2

4.3.3

In order to deposit allocated Gold to meet some or all of its Collateral Requirement, a
Clearing Member shall open and maintain one or more Allocated Precious Metals

Accounts.

Each Clearing Member that wishes to substitute Eligible Securities or Eligible Precious
Metals for Eligible Cash shall maintain an account which is capable of holding Eligible
Securities or Eligible Precious Metals and in respect of which the Clearing Member has
authorised the transfer of Eligible Securities to the Custodian or the transfer of Eligible
Precious Metals to the Settlement Agent for Precious Metals, on the instructions of the

Clearing House.

The Clearing House may, in its absolute discretion, decline to accept any transfer of

Eligible Cash, Eligible Securities or Eligible Precious Metals.

All amounts payable to the Clearing House shall, unless otherwise agreed by the
Clearing House, be payable by electronic transfer from the Clearing Member’s Bank
Account at a Settlement Bank. The Clearing Member shall continue to be liable for such
amounts unless and until actually received by the Clearing House in unencumbered,

fully cleared and fully available funds.

Upon notice from the Clearing House that a transfer of funds from the Clearing
Member's Bank Account has not been effected as instructed by the Clearing House, the

Clearing Member shall deliver the amount required to the Clearing House on demand.

Set off

The Clearing House may set off any obligation (whether matured or contingent) due to it
from a Clearing Member against any obligation (whether matured or contingent) owed by
the Clearing House to the Clearing Member, regardless of the place of payment, account,
branch or currency of either obligation save that the Clearing House may not set off
money credited to any Individual Client Account or Omnibus Client Account against any

sum owed to the Clearing House in respect of any other Account.

If the obligations in relation to Rule 4.3.1 are in different currencies, the Clearing House
may convert either obligation at such rate of exchange prevailing at the time of the
calculation for the purpose of the set off. The Clearing House shall be entitled to make
any necessary adjustments to the Clearing Member's Accounts resulting from the

exercise of its rights of set off.

Nothing in this Rule 4.3 will be effective to create a charge or other security interest. The
rights of the Clearing House under Rule 4.3.1 and 4.3.2 are without prejudice to and in
addition to any rights of set-off, lien, netting, liquidation, combination of accounts or

appropriation under the Rules or otherwise.
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4.4

44.1

4.4.2

Direct Debit Authority

Pursuant to Rule 4.2.2, a Clearing Member shall at all times be party to a Direct Debit
Authority in respect of each of its Bank Accounts at each Settlement Bank and any other
accounts as directed by the Clearing House. The Clearing Member shall ensure that
each Settlement Bank will act upon any instructions received from the Clearing House in
relation to each Bank Account, notwithstanding that such instructions may result in an
overdraft on any Bank Account, without any further reference to or authority from the

Clearing Member.

A Clearing Member shall provide a copy of each Direct Debit Authority to the Clearing
House. The Clearing Member shall promptly notify the Clearing House if the Direct Debit
Authority is revoked, terminated or amended. The Clearing Member may not revoke or
otherwise terminate any Direct Debit Authority unless and until it has notified the
Clearing House of its intention to do so and set up a Bank Account at another Settlement
Bank in respect of which it has entered into a Direct Debit Authority with that Settlement
Bank.
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5.1

511

51.2

5.1.3

514

515

CHAPTER 5
CLEARING

Submission of Transactions to the Clearing House

Transactions may be submitted to the Clearing House by one of the routes set out in the
Procedures or the relevant Contract Module. In relation to Exchange Transactions, other
than Block Transactions or EFRP Transactions, a reference to the submission of
Transactions means the automatic novation of the Exchange Transaction to the Clearing
House upon the matching of such Exchange Transaction on the Exchange in

accordance with the Exchange Rules.

Each Transaction must be designated as relating to the relevant Account of the Clearing

Member.

All Exchange Transactions entered into on behalf of a Client that are not designated by
reference to a particular Account will be automatically designated as relating to a
Standard Omnibus Client Account of the Clearing Member chosen by the Clearing
House. The Clearing Member may re-allocate an Exchange Contract that has been
recorded in such Account to another Client Account. Such re-allocation should be
carried out within the time period set out in the Clearing and Settlement Procedure. Any
Exchange Contracts, or related Collateral, which are not re-allocated as relating to
another Client Account will remain in the Standard Omnibus Client Account referred to in
this Rule 5.1.3.

The Clearing House may only accept a Transaction:

(a) which satisfies the relevant Contract Specification;

(b) in relation to an OTC Transaction only, which is included in the Clearing
House’s product referential file and conforms to the Clearing House’s specified

fluctuation rates;

(c) in respect of which each party is a Clearing Member or authorised by a

Clearing Member to submit the Transaction to the Clearing House; and

(d) which satisfies the Clearing House’s credit checks and does not cause any of

the Clearing Member’s Position Limits to be exceeded.

The Clearing House may decline to accept any Transaction if it:

(a) conflicts or appears to conflict with information received by the Clearing System

from another source;
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516

517

518

(b) is or appears to be incomplete or erroneous in any way or results or appears to

result from a communications or information technology error or other problem;

(c) is a Transaction in respect of which the Clearing Member is, or the Clearing
House reasonably considers that the Clearing Member is, in breach of any of

the Rules including Rule 3.5;

(d) is one which any Regulatory Authority or Exchange requires or requests the

Clearing House to treat as void or voided; or

(e) is otherwise made or received in such circumstances or such manner that
acceptance of the Contract would, in the Clearing House's discretion, be
inadvisable.

The Clearing House will, where permitted by Applicable Law, notify the Clearing Member

in the event that it exercises its discretion to decline a Transaction.

The Clearing House may at any time impose a credit limit on each Clearing Member
beyond which the Clearing House will not automatically accept Transactions for clearing
in accordance with Rule 5.2.2 and the Clearing House may at any time reduce or
increase such credit limit. The Clearing Member may allocate its credit limit among its
Accounts as it considers appropriate and shall notify the Clearing House of such
allocation and any changes in it through the Clearing System. In the event the Clearing
House reduces a Clearing Member’s credit limits, it shall allow the Clearing Member

reasonable time to properly manage its Contracts accordingly.

The Clearing House may, at its discretion, establish, amend or revoke Position Limits for
any Clearing Members, and shall give notice to such Clearing Member as soon as
reasonably practicable. The Clearing House may enforce Position Limits which an
Exchange or Regulatory Authority has imposed on a Clearing Member and of which it
has notice. For the avoidance of doubt, the Clearing House shall not amend or revoke
any Position Limits set by either an Exchange or Regulatory Authority without receiving
an instruction from the relevant Exchange or Regulatory Authority to do so. The Clearing
House shall use its reasonable endeavours to notify the Clearing Member as soon as
reasonably practicable if the Clearing Member exceeds its Position Limits. In exercising
its discretion under this Rule 5.1.8, the Clearing House may take into account such
factors as it considers appropriate, including the financial, operational and risk
management capacity and competence of the Clearing Member. In the event the
Clearing House reduces a Clearing Member’s Position Limits which it has established it
shall allow the Clearing Member reasonable time to properly manage its Contracts
accordingly. In the event that an Exchange or Regulatory Authority reduces a Clearing

Member’s Position Limit, the Clearing Member must ensure that it complies with any
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5.1.9

5.2

521

522

such amended Position Limit within the timeframe set by the relevant Exchange or
Regulatory Authority. Any Position Limits established by the Clearing House may be in
addition to any Position Limits imposed on a Clearing Member by an Exchange or

Regulatory Authority.

A Clearing Member will be bound by any Contract that results from a Transaction as a
result of the acts or omissions of any of its Representatives or Clients or Third Party
Trade Delegates regardless of the circumstances including whether the person
submitting the Transaction was authorised to do so or whether the Transaction caused
the Clearing Member to breach any credit limit or Position Limit or was in breach of any

requirements or restrictions of the Rules.

Novation of Transactions

Each OTC Transaction submitted to the Clearing House which reflects prevailing market

price at the time of submission shall be novated upon:

(a) receipt of the OTC Transaction by the Clearing House;

(b) successful completion of credit checks on each Clearing Member which is a
party to the OTC Transaction (including any credit limits applicable to a person
on whose behalf the Clearing Member is acting) or acceptance by each

Clearing Member which is a party to the OTC Transaction; and

(c) registration of the OTC Transaction in the Clearing System.

Each OTC Transaction submitted to the Clearing House which does not reflect prevailing
market price at the time of submission, and each Block Transaction and each EFRP

Transaction shall be novated upon:

(a) receipt of the OTC Transaction, Block Transaction or EFRP Transaction by the

Clearing House;

(b) successful completion of credit checks on each Clearing Member which is, or is
acting on behalf of, a party to the OTC Transaction, Block Transaction or EFRP
Transaction (including any credit limits applicable to a person on whose behalf
the Clearing Member is acting) or acceptance by each Clearing Member which
is, or is acting on behalf of, a party to the OTC Transaction, Block Transaction

or EFRP Transaction; and

(c) registration of the OTC Transaction, Block Transaction or EFRP Transaction in

the Clearing System,
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5.2.3

524

525

5.2.6

5.2.7

but such novation shall be conditional on the Clearing House holding sufficient
Collateral in respect of the Transaction or on receipt of confirmation from the
Settlement Bank of the Clearing Member which is, or is acting on behalf of, a party to
the OTC Transaction, Block Transaction or EFRP Transaction of payment of any Net
Settlement Amount in respect of such OTC Transaction, Block Transaction or EFRP

Transaction.

Each Exchange Transaction other than a Block Transaction or EFRP Transaction shall
be novated at the time at which orders that create an Exchange Transaction are

matched on the Exchange as determined by the Exchange Rules.

Upon novation as set out in Rules 5.2.1, 5.2.2 and 5.2.3, two Contracts are created on

identical terms to the Transaction and:

(a) the Clearing House shall assume, for one Contract, the position of seller to the
buyer and, for the other Contract, the position of buyer to the seller, in each

case in respect of the Transaction;

(b) the Clearing House shall have all the rights and be subject to all the liabilities of
each Clearing Member which was, or was deemed to be, party to the

Transaction with respect to such Contract; and

(c) each Clearing Member which has, or is deemed to have, any rights or
obligations under the Transaction shall be released and discharged from all

such rights and liabilities.

For the purposes of Rules 5.2.1 and 5.2.2, the Clearing House shall determine in good
faith whether any OTC Transaction submitted to the Clearing House reflects prevailing

market price at the time of submission.

Each Clearing Member shall act as principal (and not as agent) to each Contract to
which it is party. The Clearing House will treat each Clearing Member as being fully,
legally and beneficially entitled to the rights pursuant to the Contracts and each Contract

as being free from Encumbrances in favour of any person other than the Clearing House.

Each Contract shall remain open and in force and shall continue to be binding on the

Clearing Member and the Clearing House until:

(a) it expires or is settled;

(b) itis transferred to another Clearing Member; or

(c) itis closed out or otherwise liquidated,
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528

5.2.9

whichever is the earliest.

The terms of any Contract may only be amended, waived or varied with the prior written

consent of the Clearing House.

The following general terms shall be deemed to be included in, or apply to, each

Contract Specification:

(&) No Contract shall be required to be in writing (including electronic) nor any
document be required to be signed, delivered or executed or other entry made
in any record of book in order for it to become binding on the parties.
Notwithstanding the foregoing, if at any time, the Clearing House considers it
necessary or desirable to better implement or protect the rights and obligations
of any party to a Contract, the Clearing Member shall, at its own expense, use
all reasonable endeavours to enter into and execute all documents reasonably
required to so implement or protect. In such circumstances, each party shall
also procure that any necessary third party including a Client or Third Party
Trade Delegate shall promptly execute and deliver such documents and
perform such acts as may reasonably be required for the purpose of giving full

effect to any Contract;

(b) While the terms of each Contract shall generally be construed and applied in
accordance with the contract specification for any equivalent contract cleared
by an Affiliate of the Clearing House, the Board of Directors shall be entitled to
construe and apply such terms in any other way in which it is reasonable to do

SO,

(c) Each of the terms in each Contract Specification is severable and distinct from
others. It is intended that every such term shall be and remain valid and
enforceable to the fullest extent permitted by law. If any term is or at any time
becomes to any extent invalid, illegal or unenforceable for any reason, it shall
to that extent be deemed not to form part of the Contract Specification but the
validity, legality and enforceability of the remaining terms in the Contract

Specification shall not be thereby affected or impaired,;

(d) No waiver of any term of a Contract shall be effective unless the same shall be
in writing, and then such waiver shall be effective only in the specific instance,
for the purpose for which the same is given, and such waiver shall not operate
as a waiver of any future application of such term or part thereof. The waiver of
any right, and the failure to exercise any right or to insist on the strict
performance of any of the Contract, shall not operate as a waiver or, or

preclude any further or other exercise or enforcement of that or any other right;
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5.3

531

53.2

54

541

(e) No person who is not the Clearing House nor a Clearing Member, including for
the avoidance of doubt a Client and a Third Party Trade Delegate, shall have
any rights pursuant to the Contracts (Rights of Third Parties) Act 1999 to

enforce any provision of the Contract;

() Each Contract shall be governed by and construed in accordance with the laws

of England and Wales; and

(g) The Clearing House may, in its sole discretion, delay the performance of its
obligations under a Contract with a Clearing Member until that Clearing
Member has performed its obligations to the Clearing House under that

Contract.

Transfer of Contracts

All rights and liabilities of a Clearing Member (the Transferor Clearing Member) under a
Contract recorded in respect of a House Account, which shall include the Collateral
relating to such Contract, may be transferred to another Clearing Member (the
Transferee Clearing Member) with the prior agreement of the Transferor Clearing
Member, the Transferee Clearing Member and the Clearing House. The Clearing House

will normally only agree to a transfer if:

(a) the transfer is being made to correct an error in the clearing of a Contract and

the transfer is completed within two (2) Business Days of the date of transfer;

(b) the transfer is in connection with, or as a result or a non-recurring transaction
pursuant to which the business of one Clearing Member is acquired by, merged
with or assumed by the business of another Clearing Member; or

(c) the Clearing House reasonably considers that the transfer is in the interests of

the Clearing House.

Upon transfer of a Contract pursuant to Rule 5.3.1, the Contract, together with related
Collateral, is transferred from the Transferor Clearing Member to the Transferee
Clearing Member so that the rights and obligations of the Clearing House and the
Transferor Clearing Member under the original Contract are released and discharged
and a new Contract on the same terms is created between the Clearing House and the

Transferee Clearing Member.

Avoidance of Contracts

The Clearing House shall have the discretion to avoid any Contract if such Contract,

whether in whole or in part, is or reasonably appears to the Clearing House to:
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543

(@)

(b)

(©)

(d)

(e)

(f)

(9)

conflict or appear to conflict with information received by the Clearing House in
relation to such Contract from another source, including (without limitation)
information received from an Exchange, any other Clearing Member or any

Regulatory Authority;

results or appears to result from a communications or information technology

error or problem;

is or appears to be connected with fraud, illegality, insider dealing, market

abuse, money laundering or any other breach of Applicable Laws;

is one which any Regulatory Authority or Exchange requires or requests in

writing that the Clearing House treat as void;

is one which Applicable Law provides is void, voidable or unenforceable by the
Clearing House or which any Applicable Law requires the Clearing House to

treat as void;

is one in respect of which the Clearing House has increased the Collateral
Requirement and the Clearing Member has not provided the required Collateral

to meet the increased Collateral Requirement by the required time; or

is otherwise made in such circumstances and in such manner that avoidance of
the Contact would be advisable for the Clearing House’s own protection or the

protection of Clearing Members generally.

In the circumstances set out in Rule 5.4.1, the Clearing House may, at its discretion,

take either or both of the following steps:

(@)

(b)

direct the Clearing Member who was party to the void or voided Contract to
enter into a replacement contract of equal or as near equal as possible
economic terms to the void or voided Contract as a replacement contract;

and/or

enter into such contracts for its own account as necessary for the Clearing
House to achieve a balanced book of the relevant Contract for the account and
risk of the Clearing Member, including any associated costs, expenses and

losses incurred in establishing such contracts.

Nothing in this Rule 5.4 is intended to result in any Transaction or the rights or

obligations under a Transaction being void or voided by the original parties thereto.
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55 Information and reporting

5.5.1 The Clearing House shall make available to the Clearing Member information about
each Transaction it has submitted to the Clearing House and each Contract. The
Clearing Member shall report any error in any such information within twenty-four (24)

hours of the date of the Contract to which the error relates.

5.5.2 The Clearing Member shall be permitted to manage the information about each

Transaction that is made available to it pursuant to Rule 5.5.1.
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6.1

6.1.1

6.1.2

6.1.3

6.1.4

6.1.5

6.1.6

6.1.7

CHAPTER 6
COLLATERAL

General

Each Clearing Member shall deposit with the Clearing House in respect of each Account
such amounts of Eligible Assets as set out in this Chapter 6 and the Clearing and

Settlement Procedure to reflect Margin Requirement and Variation Requirement.

The Clearing Member shall designate, by value, in respect of which Account the

Collateral is deposited and whether the Collateral constitutes Excess Collateral.

The Clearing House shall determine the Variation Requirement, where relevant, in
respect of each Account by marking to market the Contracts relating to that Account
since the previous Settlement Cycle. Any profit arising as a result of marking Contracts
to market shall be credited to the relevant Account and, subject to any rights of the
Clearing House pursuant to the Rules, shall be paid to the Clearing Member. Any loss
arising in respect of a Contract shall be debited to the Clearing Member's Account to

which that Contract relates and shall be payable to the Clearing House.

The Clearing House shall determine the Margin Requirement in respect of each Account.

The aggregate of the Collateral Requirement minus the Collateral (if any) deposited in

respect of each Account is the Net Settlement Amount in respect of that Account.

The Clearing House shall determine the Variation Requirement and the Margin
Requirement in respect of each Account at least twice daily but may at its discretion only
settle or require settlement of the Net Settlement Amount once daily, each such
determination process (regardless of whether it involves settlement) being a Settlement
Cycle. Notwithstanding the foregoing, the Clearing House reserves the right to run a
Settlement Cycle and increase a Clearing Member’s Collateral Requirement in respect

of any Account at any time.

The Margin Requirement and Variation Requirement for each Account will be
determined in the manner designated by the Clearing House for such Account from time
to time and in accordance with the Risk Management Procedure; provided that when
deemed necessary, at the discretion of the Clearing House, in order to protect the
interests of the Clearing House and Clearing Members, the Clearing House may set the
Margin Requirement and the Variation Requirement for any Account on the basis of a
price determined by the Clearing House at its sole discretion provided that the Clearing

House shall use its reasonable endeavours to notify Clearing Members of such price.
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6.1.8

6.1.9

6.1.10

6.1.11

6.1.12

6.1.13

Where the Net Settlement Amount is payable to the Clearing House, it shall be provided
in the form of Eligible Cash. The Clearing Member may subsequently substitute part or
all of such Collateral with an amount of Eligible Securities or Eligible Precious Metals

which is of an equivalent value as at the date of the substitution.

Each Clearing Member may at any time deposit with the Clearing House any additional
amount of Collateral as it may wish in respect of each Account. Such Collateral shall be
deposited in the form of Eligible Assets or as otherwise specified in the Clearing and

Settlement Procedure.

If, at any time, the Clearing House has Excess Collateral on deposit in respect of an
Account, the Clearing Member may, save as otherwise agreed, request the transfer of
Equivalent Assets in an amount equal to such Excess Collateral (or the substitution of
Eligible Securities or Eligible Precious Metals of a lower market value to reduce the

Excess Collateral).

The market value of all Contracts and Collateral shall be determined by the Clearing
House in such manner and at such intervals as set out in the Rules, the Clearing and
Settlement Procedure and otherwise at the Clearing House’s discretion. In particular, the

Clearing Member acknowledges that:

(a) the Clearing House may attribute a value to any Eligible Securities or Eligible
Precious Metals which is less than the face or market value of such Eligible

Securities or Eligible Precious Metals;

(b) the Clearing House may, from time to time, change the way in which it values
Eligible Securities or Eligible Precious Metals or the extent to which the value it
attributes to Eligible Securities or Eligible Precious Metals is less than the face

or market value of such Eligible Securities or Eligible Precious Metals; and

(c) this may affect the Clearing Member’s Collateral Requirement.

When determining whether an IRS Clearing Member has sufficient IRS Collateral to
meet its Collateral Requirement, the Clearing House shall not include in its calculation
any IRS Collateral deposited by an IRS Clearing Member during an IRS Cooling Off

Period pursuant to an election made under Rule 6.1.13.

If, during an IRS Cooling Off Period, the Clearing House determines that there has been
a material change in the business of an IRS Clearing Member which results in an
increase (from the beginning of the IRS Cooling Off Period to the date of determination)
of 10% (ten per cent.) or more in the aggregate Margin Requirement in respect of that
IRS Clearing Member’s IRS Contracts in all its IRS Accounts, then, in addition, to such

increased Margin Requirement:
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6.1.14

6.1.15

6.2

6.2.1

(a) the Clearing House may (in accordance with Rule 7.2.2) assess that IRS
Clearing Member for an amount in excess of the limits set out in Rule 8.7 and
such IRS Clearing Member shall provide the required Contribution to the IRS

Guarantee Fund; and

(b) the IRS Clearing Member may satisfy its obligations under Rule 6.1.13(a) by
delivering Eligible Assets as Collateral to the Clearing House on the following

terms:

0] during the IRS Cooling Off Period, such Eligible Assets shall be treated
for all purposes as Collateral (not Contribution) of the IRS Clearing
Member except that it shall not satisfy any Collateral Requirement but it
shall satisfy the requirement to provide Contribution under Rule 6.1.13(a)

and calculations of IRS Assessments shall be made accordingly; and

(i)  on the first Business Day following the IRS Cooling Off Period, the
Clearing House shall recalculate the IRS Guarantee Fund and transfer to
the IRS Guarantee Fund the relevant amount of Eligible Assets provided
as IRS Collateral pursuant to Rule 6.1.13(b)(i) as needed to satisfy the
Clearing Member’s revised Contribution and such transferred amount
shall thereafter form part of and be treated for all purposes as a
Contribution to the IRS Guarantee Fund. Any amount of Eligible Assets
provided as IRS Collateral pursuant to Rule 6.1.13(b)(i) in excess of the
Clearing Member’s revised Contribution shall be returned to the Clearing
Member at its request and will otherwise be used to satisfy the Clearing

Member’s Collateral Requirement.

To the extent a Clearing Member fails to make a payment or delivery in respect of an
Account in accordance with the Rules, the Clearing House may in its discretion apply the
Margin Requirement which relates to the corresponding Account to satisfy such payment

or delivery.

To the extent a Clearing Member fails to make a payment or delivery in respect of an
Account in accordance with the Rules, the Clearing House may in its discretion apply the
Margin Requirement which relates to the corresponding Account to satisfy such payment

or delivery.
Collateral reports

The Clearing House shall make available to each Clearing Member a report showing the

Collateral Value, Margin Requirement, Variation Requirement and Net Settlement
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6.2.2

6.3

6.3.1

6.3.2

6.3.3

6.3.4

Amount in respect of each of the Clearing Member's Accounts at the end of each

Business Day.

The Clearing Member shall report any error in any report made available by the Clearing
House within twenty-four (24) hours of the time when the report is provided by the
Clearing House, and the Clearing House may correct its reports and make any
adjustment to the Net Settlement Amount for the relevant Account on the following

Business Day.

Holding of Collateral

Unless otherwise agreed in writing with the Clearing House, the Clearing Member shall
provide Collateral by way of outright transfer of full ownership of Eligible Cash or title to

Eligible Securities or Eligible Precious Metals, to or to the order of the Clearing House.

The Clearing House shall deposit Eligible Cash received as Collateral in a bank account
and it may be invested through an Investment Agent. The Clearing House shall deposit
Eligible Securities received as Collateral with its Custodian. The Clearing House shall
deposit Eligible Precious Metals received as Collateral with its Settlement Agent for
Precious Metals. Such Eligible Assets will be held in the name of the Clearing House

unless the Clearing House determines otherwise.

Subject to Rule 6.3.2, the Investment Agent, the Custodian or the Settlement Agent for
Precious Metals (as applicable) may hold Eligible Assets received as Collateral in

respect of all the Clearing Members'’:

(&) House Accounts in one commingled account;

(b) Non-Segregated Client Accounts in one commingled account;

(c) in respect of Eligible Securities and Eligible Precious Metals, Individual Client

Accounts in one commingled account;

(d) inrespect of Eligible Securities or Eligible Precious Metals, IRS Omnibus Client
Accounts in one commingled account and Standard Omnibus Client Accounts

in one commingled account; or

(e) in respect of Eligible Cash, Individual Client Accounts and Omnibus Client
Accounts in one commingled account or Individual Client Accounts in

commingled account and Omnibus Client Accounts in one commingled account.

The Clearing House will maintain records of its redelivery obligations in respect of

Collateral received from the Clearing Member.
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6.3.5

6.3.6

6.3.7

6.3.8

6.3.9

All rights, title and interest in;

(a) Eligible Assets that are transferred to or to the order of the Clearing House as

Collateral; and

(b) an Equivalent Asset that is transferred to the Clearing Member;

shall vest in the Clearing House or Clearing Member as the case may be, free and
clear of any Encumbrances of the transferor or of any other person (other than a lien
routinely imposed on all securities in a relevant settlement system or central securities
depository, not being the Clearing House). All Distributions shall belong to the Clearing

House.

The Clearing House shall have the right to deal with any Eligible Assets and
Distributions in any manner including (without limitation) by partially or wholly investing
Eligible Cash for its own account pursuant to the investment policy adopted by the
Clearing House. Any losses incurred by the Clearing House as a direct result of any
investment made by the Investment Agent pursuant to the investment policy of the

Clearing House shall be borne by the Clearing House.

The Clearing House shall:

(a) transfer to the Clearing Member an Equivalent Distribution in respect of each

Distribution irrevocably received by the Clearing House; and

(b) transfer to the Clearing Member interest on Eligible Cash transferred to the
Clearing House as Collateral at such rate as the Clearing House shall in its

discretion determine from time to time.

unless an Event of Default has occurred with respect to the Clearing Member, in which
case, the Clearing House shall have the right to withhold the transfer to the Clearing
Member until such time as the Event of Default has been remedied or a Declaration of
Default is issued. In the event that a Declaration of Default is issued any amounts
withheld by the Clearing House shall from part of the calculation of the Portable Net

Sum or Single Net Sum pursuant to Rules 8.4 or 8.5 as relevant.

Nothing in these Rules is intended to or does create an Encumbrance or give the

Clearing Member a proprietary interest in respect of any Eligible Assets or Distribution.

On each day that either the Clearing Member or the Clearing House as the case may be
(the Transferor), transfers an asset to the other (the Recipient) under the Rules, the
Transferor represents to the Recipient that it is the sole legal and beneficial owner of that

asset free of any Encumbrance (other than a lien routinely imposed on all securities in a
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relevant settlement system or central securities depository, not being the Clearing

House).
6.3.10 The provisions of this Rule 6.3:

(a) create a title transfer financial collateral arrangement under the Financial
Collateral Arrangements (No. 2) Regulations 2003 (SI 2003/3226); and

(b) relate to the provision of margin in relation to market contracts under Part VII of

the Companies Act 1989.
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7.1

7.1.1

7.1.2

7.1.3

7.1.4

7.1.5

7.2

7.2.1

7.2.2

CHAPTER 7
GUARANTEE FUND

General

The Clearing House shall maintain a Standard Guarantee Fund to which each Standard
Clearing Member shall contribute as provided in this Chapter 7 and the Guarantee Fund

Procedure.

The use of the Standard Guarantee Fund shall be limited to the satisfaction of claims
against, or obligations of, the Clearing House arising from the issuance of a Declaration
of Default in respect of a Standard Clearing Member including the costs associated with
the application of the Default Rules in relation to such Defaulting Standard Clearing
Member. The Contributions to the Standard Guarantee Fund of non-defaulting Standard
Clearing Members shall not be used to satisfy any claims against, or obligations of, the

Clearing House arising in relation to IRS Contracts.

The Clearing House shall maintain an IRS Guarantee Fund to which it and each IRS
Clearing Member shall contribute as provided in this Chapter 7 and the Guarantee Fund

Procedure.

The use of the IRS Guarantee Fund shall be limited to the satisfaction of claims against,
or obligations of, the Clearing House arising from the issuance of an IRS Declaration of
Default including the costs associated with the application of the Default Rules in relation
to such Defaulting IRS Clearing Member. The Contributions to the IRS Guarantee Fund
of non-defaulting IRS Clearing Members shall not be used to satisfy any claims against,

or obligations of, the Clearing House arising in relation to Standard Contracts.

If there is any dispute, the Clearing House shall allocate obligations and claims between

the Guarantee Funds in its discretion.

Calculation of Contributions

Each Standard Clearing Member shall be required to provide to, and maintain with, the
Clearing House a Contribution to the Standard Guarantee Fund of such amount as is
notified to the Clearing Member from time to time. The Guarantee Fund Procedure

contains an explanation of the calculation of the Standard Guarantee Fund.

Each IRS Clearing Member shall be required to provide to, and maintain with, the
Clearing House a Contribution to the IRS Guarantee Fund of such amount notified to the
IRS Clearing Member from time to time. The Guarantee Fund Procedure contains an

explanation of the calculation of the IRS Guarantee Fund.
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7.2.3

7.2.4

7.2.5

7.2.6

7.3

7.3.1

7.3.2

Each Standard Clearing Member’s Contribution shall be re-assessed at the end of each
calendar quarter or more frequently if the Clearing House so determines (including after
each Standard Cooling Off Period). The Standard Clearing Member’s Contribution shall
be re-assessed at the above intervals throughout a Standard Cooling-Off Period but,
without prejudice to Rule 8.7, the Standard Clearing Member shall not be required to
make any Contribution during this period. The Clearing House shall notify the Standard
Clearing Member of any change in the amount of the Contribution to the Standard

Guarantee Fund which the Standard Clearing Member is required to make.

Each IRS Clearing Member’'s Contribution shall be re-assessed at the end of each
calendar month or more frequently if the Clearing House so determines (including after
each IRS Cooling Off Period with respect to the IRS Guarantee Fund). The IRS Clearing
Member's Contribution shall be re-assessed at the above intervals throughout an IRS
Cooling-Off Period but, save as set out in Rule 6.1.13 and without prejudice to Rule 8.7.
the IRS Clearing Member shall not be required to make any Contribution during this
period. The Clearing House shall notify the IRS Clearing Member of any change in the
amount of the Contribution to the IRS Guarantee Fund which the IRS Clearing Member

is required to make.

The Clearing Member shall provide any additional Contribution to the Clearing House
before 15:00 on the next Banking Day following the date on which the Clearing House
makes such notification pursuant to Rules 7.2.3 and 7.2.4 and agrees that the Clearing
House may debit any such additional Contribution from the Clearing Member's Bank
Account in accordance with Rule 4.2.2.

If, following a re-assessment of a Clearing Member’s Contribution to a Guarantee Fund,
the Contribution such Clearing Member has already made to a Guarantee Fund is
greater than the Contribution the Clearing House requires, the Clearing Member may
request the Clearing House to return excess Eligible Cash and may make arrangements

with the Clearing House to substitute Eligible Securities of a lower market value.

Form of Contributions, Assessments and Optional Payments

Unless otherwise agreed in advance with the Clearing House, the required Contribution
to a Guarantee Fund, any required Assessment and any Optional Payment shall be
provided in the form of Eligible Cash. The Clearing Member may subsequently substitute
part or all of a Contribution with an amount of Eligible Securities which is of an

equivalent value as at the date of substitution.

The Clearing Member acknowledges, in relation to Contributions that:
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7.4

7.4.1

7.4.2

7.5

7.5.1

7.5.2

(@) the Clearing House may attribute a value to any Eligible Securities which is

less than their face or market value;

(b) the Clearing House may, from time to time, change the way in which it values
Eligible Securities or the extent to which the value it attributes to Eligible

Securities is less than their face or market value; and

(c) this may affect the Clearing Member's obligations to transfer amounts of

Eligible Assets as Contributions.

Holding of Contributions, Assessments and Optional Payments

The Clearing Member shall provide Contributions, Assessments and Optional Payments
to the Clearing House by way of outright transfer of full ownership of such cash or title to

such securities, as appropriate, to or to the order of the Clearing House.

Rules 6.3.5 to 6.3.10(a) shall apply to Contributions, Assessments and Optional
Payments provided to the Clearing House in the same way as such Rules apply to

Collateral.

Recourse to a Guarantee Fund

If, after the Clearing House has applied in accordance with Rule 7.1.2 part or all of the
Contribution of a non-defaulting Standard Clearing Member to discharge some or all of
the Defaulting Standard Clearing Member's liabilities in relation to Standard Contracts,
the Clearing House makes a recovery in respect of those liabilities, the amount of such
recovery (net of any deductions made at the discretion of the Clearing House to reflect
its costs of recovery and any related tax liability) shall be credited to the non-defaulting
Standard Clearing Members whose Contributions were applied in relation to such
Defaulting Standard Clearing Member in proportion to (but not exceeding) the amounts
so applied from the Standard Guarantee Fund, whether or not they are still Standard

Clearing Members.

If, after the Clearing House has applied in accordance with Rule 7.1.4 part or all of the
Contribution of a non-defaulting IRS Clearing Member to discharge some or all of the
Defaulting IRS Clearing Member’s liabilities in relation to IRS Contracts, the Clearing
House makes a recovery in respect of those liabilities, the amount of such recovery (net
of any deductions made at the discretion of the Clearing House to reflect its costs of
recovery and any related tax liability) shall be credited to the non-defaulting IRS Clearing
Members whose Contributions were applied in relation to such Defaulting IRS Clearing
Member in proportion to (but not exceeding) the amounts so applied from the IRS

Guarantee Fund, whether or not they are still IRS Clearing Members.
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7.5.3 If there is any dispute, the Clearing House shall allocate liabilities and Contributions

between the Guarantee Funds in its discretion.
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8.1

8.1.1

8.1.2

8.1.3

CHAPTER 8
DEFAULT

Application of the Default Rules

The Clearing House may take the actions set out in the remainder of these Default Rules

in respect of a Clearing Member in the event of any of the following circumstances (each

an Event of Default):

(@)

(b)

(©)

the Clearing Member fails to discharge any obligation to the Clearing House,
whether under the Clearing Membership Agreement, the Rules or any Contract

or otherwise;

the Clearing Member notifies the Clearing House that it is, or is likely to be,
unable to discharge any obligation to the Clearing House, whether under the

Clearing Membership Agreement, the Rules or any Contract or otherwise; or

the Clearing House believes that a Clearing Member is, or is likely to be,
unable to discharge any obligation to the Clearing House, whether under the

Clearing Membership Agreement, the Rules or any Contract or otherwise.

Without prejudice to the generality of Rule 8.1.1, the Clearing House may take into

account any or all of the following events in determining whether an Event of Default has

occurred:

(@)

(b)

the Clearing Member or any of its Affiliates is subject to an Insolvency Event; or

the Clearing House reasonably considers that the financial condition of the
Clearing Member or any of its Affiliates is such that to allow the Clearing
Member to continue its operation as such would introduce an unacceptable

level of risk to the Clearing House or its Clearing Members.

The CEO, or any other executive director of the Clearing House whom the CEO has

authorised for the purpose, has absolute discretion to determine whether an Event of

Default exists and, if such a determination is made, whether to take the actions set out in

the remainder of the Default Rules. The CEO or such other executive director may

consult the Emergency Committee for both purposes. The composition of the

Emergency Committee shall be determined by the Clearing House from time to time.
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8.2 Actions on a Declaration of Default

8.2.1 If, being satisfied that an Event of Default has occurred, the CEO or other executive
director decides to take the actions set out in the remainder of the Default Rules, the

Clearing House shall:

(&) notify such decision in writing to the Defaulting Clearing Member (a

Declaration of Default);

(b) provide a copy of the Declaration of Default to the Bank of England; and

(c) publish a Notice of the Declaration of Default on the Website.

8.2.2 A Declaration of Default will be given by the Clearing House by:

(@) email to the email address provided by the Defaulting Clearing Member for
service of notices under the Clearing Membership Agreement or the email
address of any member of the board of directors or any other person specified
by the Bank of England and the Declaration of Default will be deemed to be
issued on receipt by the Clearing House of an automated delivery receipt or
confirmation of receipt from the relevant server if given by email;

(b) fax to the fax number provided by the Defaulting Clearing Member for service
of notices under the Clearing Membership Agreement and the Declaration of
Default will be deemed to be issued on a confirmed completion of transmission

if given by fax; or

(c) publication of a Notice on the Website.

Notwithstanding the foregoing, the Clearing House may give confirmation of a
Declaration of Default to the Defaulting Clearing Member by personal delivery or
recorded or special delivery post in accordance with the Clearing Membership

Agreement.

8.2.3 Upon the Clearing House issuing a Declaration of Default, the Defaulting Clearing

Member shall:

(a) subject to Rule 8.2.3(c), cease to take any action in respect of its Contracts;

(b) subject to Rule 8.2.3(c), not enter into any new Contracts; and

(c) comply with directions of the Clearing House.

8.24 Upon the Clearing House issuing a Declaration of Default, each non-defaulting Clearing

Member shall work cooperatively with the Clearing House, the Risk Committee or the
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8.2.5

8.2.6

8.2.7

8.2.8

8.3

IRS Risk Committee (as applicable) and, if an IRS Clearing Member, the IRS Default

Management Committee. In particular, each non-defaulting Clearing Member shall:

(@ if an IRS Clearing Member, cooperate in convening the IRS Default
Management Committee and, if applicable, the IRS Active Default Committee,
in accordance with its terms of reference and the IRS Default Management
Guidelines including, if applicable, by procuring that any individual referred to in
Rule 3.2.1(0) that is a member of the IRS Active Default Committee performs

his or her role as such;

(b) if requested, provide commercially reasonable bids for Contracts hedging
Affected Contracts, in the case of an IRS Clearing Member, in accordance with

the IRS Default Management Guidelines;

(c) participate in any auction of the Defaulting Clearing Member’s open positions
under any Affected Contracts, in the case of an IRS Clearing Member, in

accordance with the IRS Default Management Guidelines;

(d) not enter into any new Transactions with the Defaulting Clearing Member save

to the extent directed by the Clearing House; and

(e) comply with any reasonable directions of the Clearing House.

Upon the Clearing House issuing an IRS Declaration of Default, an IRS Active Default

Committee shall be convened, as appropriate.

Upon the Clearing House issuing a Declaration of Default or at any time afterwards, the
Clearing House may terminate the Defaulting Clearing Member's membership of the
Clearing House by giving written notice to the Defaulting Clearing Member. The

Defaulting Clearing Member shall remain subject to Rules 3.8.3 and 3.8.5.

Upon or shortly after the Clearing House issuing a Declaration of Default, it shall specify
on the Website the timetable according to which it expects to be able to take the actions

set out in Rules 8.4 and 8.5.

The Default Management Guidelines are incorporated by reference into this Chapter 8
and the Clearing House shall act in accordance with them in relation to IRS Contracts
including where it enters into hedging transactions or auctions Affected Contracts

pursuant to Rule 8.5.2.

Segregation between House Account and each Client Account when applying the

Default Rules

Segregation of Accounts when calculating Portable Net Sums and Single Net Sums
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8.3.1

8.3.2

8.3.3

8.3.4

A separate Portable Net Sum shall be calculated in accordance with Rule 8.4 in respect
of Affected Contracts which relate to each of the Defaulting Clearing Member’s Individual
Client Accounts and each Notional Sub-Account within each of its Omnibus Client

Accounts and related rights and liabilities.

A separate Single Net Sum shall be calculated in accordance with Rule 8.5 in respect of:

(a) Affected Contracts which relate to each of the Defaulting Clearing Member’s

House Accounts and related rights and liabilities; and

(b) if required under Rules 8.4.2 or 8.4.10, Affected Contracts which relate to each
of the Defaulting Clearing Member’s Individual Client Accounts or Notional

Sub-Accounts and related rights and liabilities.

A separate Collect, Pay, Allocated Standard Pay or Allocated IRS Pay shall be
calculated in accordance with Rules 8.6.3 and 8.10, as applicable, in respect of the
Contracts which relate to each Account and each Notional Sub-Account of a relevant

Clearing Member and the related rights and liabilities in each case.

Set off of Collateral relating to different Accounts

To the extent that the Clearing House applies or includes an amount as part of the

calculations of each Portable Net Sum and Single Net Sum pursuant to Rules 8.4 or 8.5:

(a) Standard Collateral credited to the Standard House Account of the Defaulting
Standard Clearing Member may be applied against or included as part of the
calculation of Single Net Sums in respect of the following Accounts of the
Defaulting Standard Clearing Member in the following order to the extent that

there is sufficient surplus Collateral after completion of each step:

0] the Standard House Account;

(i) each Standard Individual Client Account and Standard Omnibus Client

Account; and

(i)  each IRS Individual Client Account and IRS Omnibus Client Account;

(b) IRS Collateral credited to the IRS House Account of the Defaulting Clearing
Member may be applied against or included as part of the calculation of Single
Net Sums in respect of the following Accounts of the Defaulting IRS Clearing
Member in the following order to the extent that there is sufficient surplus

Collateral after completion of each step:

0] the IRS House Account;
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(c)

(d)

(e)

(i)  each IRS Individual Client Account and IRS Omnibus Client Account;

and

(i)  each Standard Individual Client Account and Standard Omnibus Client

Account;

Collateral credited to each Individual Client Account of the Defaulting Clearing
Member may only be applied against or included as part of the calculation of
the Single Net Sum or Portable Net Sum, as the case may be, in respect of
Contracts credited to that Individual Client Account of that Defaulting Clearing

Member;

Collateral, excluding Excess Collateral, credited to each Notional Sub-Account
of the Defaulting Clearing Member may only be applied against or included as
a part of the Single Net Sum or Portable Net Sum, as the case may be, in
respect of Contracts credited to that Notional Sub-Account of that Defaulting
Clearing Member or as contemplated in Rule 8.4.6(b), 8.4.7(b), 8.5.5(b) and
8.5.6(b); and

Excess Collateral credited to an Omnibus Client Account may be included as
part of the calculation of a Single Net Sum or a Portable Net Sum in
accordance with Rules 8.4.6(b), 8.4.7(b), 8.5.5(b) and 8.5.6(b).

8.3.5 For the purposes of Rules 8.4.6, 8.4.7, 8.5.5 and 8.5.6, the Collateral credited to each:

(@)

(b)

(c)

(d)

Standard Individual Client Account is a proportion (determined by the Clearing
House in accordance with the Rules and the Procedures) of the Collateral
provided by the Clearing Member in respect of all its Standard Individual Client

Accounts.

Standard Notional Sub-Account in a Standard Omnibus Client Account is a
proportion (determined by the Clearing House in accordance with the Rules
and Procedures) of the Collateral provided by the Clearing Member in respect

of all its Standard Omnibus Accounts.

IRS Individual Client Account is a proportion (determined by the Clearing
House in accordance with the Rules and the Procedures) of the Collateral
provided by the Clearing Member in respect of all its IRS Individual Client

Accounts.

IRS Notional Sub-Account in an IRS Omnibus Client Account is a proportion

(determined by the Clearing House in accordance with the Rules and the
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Procedures) of the Collateral provided by the Clearing Member in respect of all

its IRS Omnibus Client Accounts.
Set off of other amounts

8.3.6 Notwithstanding any law, regulation (including, without limitation, the Insolvency Rules
1986) or otherwise, when calculating each Portable Net Sum and Single Net Sum and

any other amount under these Rules:

(@) a liability of the Clearing House to a Clearing Member may only be set off
against or netted with a liability of such Clearing Member to the Clearing House
in accordance with these Rules, the relevant Clearing Membership Agreement

and as otherwise agreed by the Clearing House and the Clearing Member; and

(b) a liability of a Clearing Member to the Clearing House under or in connection
with an Individual Client Account or an Omnibus Client Account (and any
related Contract and Collateral) may only be set off against or netted with a
liability of the Clearing House to a Clearing Member under or in connection with
the same Account or the House Account, save that costs and expenses arising
from actions taken under Rule 8.5.2 may be included in the rights and liabilities

calculated with respect to each Client Account pursuant to Rule 8.5.2.

8.3.7 For the purposes of Rules 8.5.5 or 8.5.6, the Clearing House may, in its reasonable
discretion, determine the proportion of:

(a) the Standard Guarantee Fund in relation to Standard Contracts;
(b) the IRS Guarantee Fund in relation to IRS Contracts; and

(c) the Single Net Sum relating to each House Account of the Defaulting Clearing

Member,

to be applied in relation to each of the Defaulting Clearing Member’s Client Accounts and,

except in relation to Rule 8.3.7(c), each House Account, as applicable.

8.3.8 To the extent any amounts are due from the Defaulting Clearing Member, they shall be
aggregated separately with respect to fees, costs and expenses arising in connection
with Standard Contracts and fees, costs and expenses arising in connection with IRS
Contracts and:

(a) the resulting sum(s) shall be set off against the Defaulting Clearing Member’'s
Collateral credited to the relevant House Account of the Defaulting Clearing

Member and its Contribution to the relevant Guarantee Fund; and
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8.3.9

8.3.10

8.3.11

8.4

8.4.1

(b) to the extent any amount remains outstanding following completion of Rule
8.3.8(a), the relevant assets set out in Rule 8.6 shall be applied in the order set

out in such Rule to satisfy the outstanding amount.

If the Clearing House issues a Declaration of Default in respect of a Clearing Member,
the Clearing House shall not use Excess Collateral received by the Clearing House in
respect of an Omnibus Client Account save as set out in Rules 8.4.6(b), 8.4.7(b), 8.5.5(b)
and 8.5.6(b) and the Clearing House shall return to the Defaulting Clearing Member or

the relevant office holder Equivalent Assets to any Excess Collateral not so used.
For the purposes of Rules 8.4.6, 8.4.7, 8.5.5 and 8.5.6 the Clearing House may:
() liquidate Collateral and Contributions in the form of Eligible Securities; and
(b) convert amounts denominated in one currency into another currency,

in each case at such time and at such rate as the Clearing House shall in its

reasonable discretion determine.

Without prejudice to Rule 8.3.10, the Clearing House may determine the value of any
Excess Collateral delivered to it with respect to any Individual Client Account as being
equal to the value attributable to such Excess Collateral as at the immediately preceding
Settlement Cycle. As a result of any such valuation of Excess Collateral, the value of

Collateral which is not Excess Collateral may be adversely affected.
Porting of Individual Client and Omnibus Client Accounts
Conditions to porting

This Rule 8.4 applies in respect of each Individual Client Account and each Notional
Sub-Account within each Omnibus Client Account of a Defaulting Clearing Member and
the related Affected Contracts and Collateral if, subject to Rule 8.4.2, in relation to such

Account:
(a) the Clearing House is satisfied:

0) that a Client Agreement, a Client Protection Agreement and a Client
Acknowledgement is in full force and effect at the date of the proposed

actions under this Rule 8.4; and

(i) it is under no obligation which would require the payment under the
Client Protection Agreement and/or the Security Trust Deed to be

returned to a third party;
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8.4.2

8.4.3

(b) the Clearing House has the information, which may be that provided in
accordance with Rule 3A.5, it requires to make the calculations set out in this

Rule 8.4 and is satisfied as to its accuracy;

(c) an Adopting Clearing Member which is not a Defaulting Clearing Member
agrees to accept all relevant Contracts and related Collateral and doing so will
not cause the credit limits applicable to either the Adopting Clearing Member or

the Client pursuant to Rule 5.1.7 to be exceeded;

(d) the relevant Client has requested that the Clearing House takes the steps in
Rules 8.4.12 or 8.4.13; and

(e) the Clearing House is satisfied that sufficient additional Eligible Assets have
been or (on or before the recording of the Portable Net Sum under Rule
8.4.13(a)) will be provided to it as Collateral by the relevant Adopting Clearing

Member in accordance with the Rules,

in which case, the Clearing House shall use all reasonable endeavours to perform the
actions set out in this Rule 8.4.

If any of the conditions set out in Rule 8.4.1 are not satisfied in relation to any Individual
Client Account or Notional Sub-Account, or if the Clearing House reasonably believes
that taking any of the actions in this Rule 8.4 in relation to any Individual Client Account
or Notional Sub-Account would introduce an unacceptable level of risk or volatility to the
Clearing System, then Rule 8.5 shall apply to that Individual Client Account or Notional
Sub-Account. Clearing Members should be aware that it may be significantly more
difficult for the Clearing House to take the actions set out in this Rule 8.4.2 in relation to
Exchange Contracts recorded in relation to a Standard Omnibus Client Account and
Standard Contracts, including those recorded in relation to a Standard Omnibus Client

Account of the type referred to in paragraph 2.12 of the Risk Management Procedure.

Discharge of Defaulting Clearing Member’s rights and liabilities

Following the issuance by the Clearing House of a Declaration of Default, the Clearing
House shall, subject to Rule 8.3 and separately in relation to each Individual Client
Account and each Notional Sub-Account, seek to discharge all of the Defaulting Clearing
Member’s rights and liabilities under the relevant Affected Contracts by closing out,
settling, terminating and/or offsetting all such Affected Contracts and aggregating any
obligations for the payment of money, whether present or future, actual or contingent, in
respect of such Affected Contracts and the Rules and set off the aggregated amounts
against each other so as to produce a single net sum (the Portable Contract Net Sum)

in relation to each such Individual Client Account or Notional Sub-Account, determined

88

CFD-#14673508-v1



as of the date on which the Clearing House intends to re-establish the Affected

Contracts and on such terms as the Clearing House shall determine.

8.4.4 The rights and liabilities of the Defaulting Clearing Member shall include all those arising

in consequence of any action taken by the Clearing House under Rule 8.4.3.

8.4.5 If the Portable Contract Net Sum in relation to an Individual Client Account or a Notional
Sub-Account is due from the Defaulting Clearing Member, then it is the IRS Portable
Interim Liability or the Standard Portable Interim Liability, as the case may be
(expressed as a negative sum). If the Portable Contract Net Sum is due to the Defaulting
Clearing Member, then it is the IRS Portable Interim Asset or the Standard Portable

Interim Asset, as the case may be (expressed as a positive sum).
Standard Portable Net Sum calculation

8.4.6 The following steps shall be taken with respect to each Standard Individual Client
Account and Standard Notional Sub Account of the Defaulting Standard Clearing

Member:

(@) the Standard Collateral relating to the relevant Standard Individual Client
Account or Standard Notional Sub-Account shall be set off against the relevant
Standard Portable Interim Liability or aggregated with the relevant Standard
Portable Interim Asset; and

(b) in relation to a Standard Notional Sub-Account, in the absolute discretion of the
Clearing House, any negative sum produced under Rule 8.4.6(a) relating to

that Standard Notional Sub-Account may be set off against:

0] any Excess Collateral relating to the Omnibus Client Account of which

that Standard Notional Sub-Account forms part; and

(i)  any positive sum produced under Rule 8.4.6(a) relating to any other
Standard Notional Sub-Account in the same Standard Omnibus Client

Account,
the result being a Portable Net Sum.
IRS Portable Net Sum calculation

8.4.7 The following steps shall be taken with respect to each IRS Individual Client Account
and each IRS Notional Sub-Account of the Defaulting IRS Clearing Member:
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8.4.8

8.4.9

8.4.10

8.4.11

(a) the IRS Collateral relating to the relevant IRS Individual Client Account or IRS
Notional Sub-Account shall be set off against the relevant IRS Portable Interim

Liability or aggregated with the relevant IRS Portable Interim Asset; and

(b) in relation to an IRS Notional Sub-Account, in the absolute discretion of the
Clearing House, any negative sum produced under Rule 8.4.7(a) relating to

that IRS Notional Sub-Account may be set off against:

0] any Excess Collateral relating to the Omnibus Client Account of which

that IRS Notional Sub-Account forms part; and

(i)  any positive sum produced under Rule 8.4.7(a) relating to any other IRS

Notional Sub-Account in the same IRS Omnibus Client Account,

the result being a Portable Net Sum.

Portable Net Sum calculations - General

The Clearing House will exercise its discretion in Rules 8.4.6 and 8.4.7 in such a way as
to seek to achieve a fair and equitable allocation of any Excess Collateral and any
positive or negative sums, as applicable, relating to an Omnibus Client Account.

In this Rule 8.4, a reference to closing out, settling, terminating, offsetting, aggregating
or any other action includes the Clearing House calculating the rights and obligations of
the Clearing House in relation to any relevant Clearing Member or Client as if the

Clearing House had taken such action.

Conditions to porting no longer satisfied

If, after the calculation of the Portable Net Sum, any of the conditions set out in Rule
8.4.1 are no longer satisfied in relation to any Individual Client Account or Notional Sub-
Account, the Clearing House shall not undertake the steps in Rules 8.4.11 to 8.4.13 and
shall instead follow the provisions set out in Rule 8.5 with respect to that Individual Client
Account or Notional Sub-Account. In such case, any action taken pursuant to this Rule

8.4 shall be deemed not have been taken.

Certification and porting of each Portable Contract Net Sum and Portable Net Sum

The Clearing House shall, if required, in relation to each Individual Client Account and
each Notional Sub-Account in respect of which the Clearing House calculates a Portable
Net Sum and all of the conditions set out in Rule 8.4.1 are satisfied, certify the Portable

Contract Net Sum and the Portable Net Sum to:
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8.4.12

8.4.13

8.4.14

(a) the relevant office holder acting in relation to the Defaulting Clearing Member;
and

(b) the Clearing House’s Regulatory Authority.

If the Portable Net Sum in relation to an Individual Client Account or Notional Sub-
Account is due to the Defaulting Clearing Member, then the Clearing House shall in

relation to such Individual Client Account or Notional Sub-Account:

(a) debit an amount equal to the Portable Net Sum from the Defaulting Clearing
Member’s relevant Client Account and credit an equivalent amount in the

Adopting Clearing Member’s relevant Client Account relating to that Client; and

(b) on the same day, replace such Portable Net Sum with Contracts and Collateral
in the Adopting Clearing Member’s relevant Client Account which differ from
the Affected Contracts and Collateral which had been credited to the Defaulting
Clearing Member only to the extent that the Adopting Clearing Member shall be
the counterparty of the Clearing House in place of the Defaulting Clearing
Member and to reflect an adjustment which has been made in accordance with
Rules 8.4.6 and 8.4.7 to the Collateral that had been credited to the Defaulting

Clearing Member’s Client Account.

If the Portable Net Sum in relation to an Individual Client Account or a Notional Sub-
Account is zero or is due from the Defaulting Clearing Member, then the Clearing House

shall in relation to such Individual Client Account or Notional Sub-Account:

(a) credit an amount equal to the Portable Net Sum to the Defaulting Clearing
Member’s relevant Client Account and debit an equivalent amount in the

Adopting Clearing Member’s relevant Client Account relating to that Client; and

(b) on the same day, replace such Portable Net Sum with Contracts and Collateral
in the Adopting Clearing Member’s relevant Client Account which differ from
the Affected Contracts and Collateral which had been credited to the Defaulting
Clearing Member only to the extent that the Adopting Clearing Member shall be
the counterparty of the Clearing House in place of the Defaulting Clearing
Member and to reflect an adjustment which has been made in accordance with
Rules 8.4.6 and 8.4.7 to the Collateral that had been credited to the Defaulting

Clearing Member’s Client Account.

The Defaulting Clearing Member consents to the steps in this Rule 8.4. The Adopting
Clearing Member will have the rights and be bound by the obligations of the Contracts
and Collateral described in Rules 8.4.12 and 8.4.13, as the case may be. If the Portable

Net Sum in relation to an Individual Client Account or a Notional Sub-Account is due
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8.4.15

8.4.16

8.4.17

8.5

8.5.1

from the Defaulting Clearing Member and the actions set out in Rule 8.4.13 are taken,
the Adopting Clearing Member will be required to provide sufficient additional Eligible
Assets as Collateral to the Clearing House in respect of the Contracts referred to in Rule
8.4.13(b) in accordance with the Rules.

The Clearing House shall use reasonable endeavours to perform its obligations and

exercise its powers under this Rule 8.4:

(&) in respect of some but not all of the Contracts and Collateral related to any

Individual Client Account or Notional Sub-Account: or

(b) in relation to more than one Adopting Clearing Member,

in each case at the request of the Client to which such Individual Client Account or
Notional Sub-Account relates. In any such case, the Client, the Clearing House and
each relevant Adopting Clearing Member shall agree on the Contracts and Collateral to
be transferred. If Rule 8.4.15(a) or 8.4.15(b) applies, Rules 8.4.12 and 8.4.13 shall be
construed accordingly.

Security Trustee

The Security Trustee may take such actions and exercise such powers as are set out in
the Security Trust Deed in relation to any Individual Client Account or Notional Sub-
Account relating to a Client on whose behalf the Security Trustee has entered into a
Client Protection Agreement.

Clearing House may rely on information

In taking the actions in this Rule 8.4 or Rule 8.5, the Clearing House may rely on the
information provided by the Clearing Member to the Clearing House or by the Clearing

House to the Clearing Member pursuant to Rule 3A.5.

Calculation and certification of Single Net Sum - House, Omnibus Client and

Individual Client Accounts

Discharge of Defaulting Clearing Member’s rights and liabilities

Following the issuance by the Clearing House of a Declaration of Default, the Clearing
House shall, subject to Rule 8.3, in relation to each of the Defaulting Clearing Member’s
House Accounts and (to the extent required by Rule 8.4) each Notional Sub Account
within an Omnibus Client Account and Individual Client Account of the Defaulting
Clearing Member, take the steps set out in this Rule 8.5. The Clearing House shall, in
respect of each such Account or Notional Sub-Account, seek to discharge all of the

Defaulting Clearing Member’s rights and liabilities under all of the Affected Contracts by
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8.5.2

taking any of the actions set out in Rule 8.5.2, and thereafter by aggregating any
obligations for the payment of money, whether present or future, actual or contingent, by
the Defaulting Clearing Member under such Affected Contracts and the Rules,
aggregating any such obligations to the Defaulting Clearing Member under each
Affected Contract and the Rules, and offsetting the two aggregated amounts against one
another so as to produce a Single Contract Net Sum in respect of each such Account

or Notional Sub-Account.

For the purposes of discharging a Defaulting Clearing Member’s rights and liabilities and
calculating a Single Contract Net Sum and a Single Net Sum, the Clearing House may
take any of the following actions or any combination of the following actions with respect
to each of the relevant Accounts or Notional Sub-Accounts of the Defaulting Clearing

Member:

(a) closing out, settling, terminating and/or offsetting any Affected Contract
including the application of Eligible Cash or the proceeds of the realisation of
any Eligible Assets constituting Collateral credited to the Defaulting Clearing
Member's Account or Notional Sub-Account in respect of such Affected

Contract;

(b) effecting Corresponding Contracts to any Affected Contracts;

(c) exercising any option granted by an Affected Contract;

(d) entering into hedging transactions in relation to any Affected Contracts and
where the Affected Contracts are IRS Contracts, the Clearing House shall do

so in accordance with the IRS Default Management Guidelines; and/or

(e) auctioning any of the Defaulting Clearing Member’s open positions under any
Affected Contracts and where the Affected Contracts are IRS Contracts, the
Clearing House shall do so in accordance with the IRS Default Management
Guidelines (auctioning of the Defaulting Clearing Member’s open positions may
include the transfer of any Affected Contract to, or opening any new Contract
that relates to an Affected Contract with, any non-defaulting IRS Clearing
Member and transferring any Eligible Cash or the proceeds of the realisation of
any Eligible Assets constituting Collateral credited to the Defaulting Clearing
Member’'s Account in respect of such Affected Contract to the relevant Account
or Accounts relating to such non-defaulting IRS Clearing Member in

accordance with the IRS Default Management Guidelines),

in each case and in respect of each Single Contract Net Sum, on such terms as the

Clearing House shall determine and the rights and liabilities of the Defaulting Clearing

93

CFD-#14673508-v1



8.5.3

8.5.4

8.5.5

Member referred to in Rule 8.5.1 shall include all rights and liabilities arising and any

costs and expenses incurred in consequence of any such action.

If the Single Contract Net Sum with respect to all Affected Contracts which are Standard
Contracts is due from the Defaulting Clearing Member, then it is the Standard Interim
Liability. If the Single Contract Net Sum with respect to all Affected Contracts which are
Standard Contracts is due to the Defaulting Clearing Member, then it is the Standard

Interim Asset.

If the Single Contract Net Sum with respect to all Affected Contracts which are IRS
Contracts is due from the Defaulting Clearing Member, then it is the IRS Interim
Liability. If the Single Contract Net Sum with respect to all Affected Contracts which are

IRS Contracts is due to the Defaulting Clearing Member, then it is the IRS Interim Asset.

Standard Single Net Sum calculation

The following steps shall be taken with respect to each Standard House Account and (to
the extent required by Rule 8.4) Standard Notional Sub-Account and Standard Individual

Client Account of the Defaulting Standard Clearing Member:

(a) the Defaulting Standard Clearing Member’s Standard Collateral relating to the
relevant Standard House Account, Standard Individual Client Account or
Standard Notional Sub-Account (as applicable) shall be set off against the
Standard Interim Liability or aggregated with the Standard Interim Asset

relating to such Account;

(b) in relation to a Standard Notional Sub-Account, in the absolute discretion of the
Clearing House, any negative sum produced under Rule 8.5.5(a) relating to

that Standard Notional Sub-Account may be set off against:

0] any Excess Collateral relating to the Omnibus Client Account of which

the Notional Sub-Account forms part; and

(i)  any positive sum produced under Rule 8.5.5(a) relating to any other
Standard Notional Sub-Account in the same Standard Omnibus Client

Account;

(c) a proportion of the Defaulting Standard Clearing Member’s Contribution to the
Standard Guarantee Fund and any Standard Single Net Sum relating to the
Standard House Account of the Defaulting Standard Clearing Member shall be
set off against any negative sum produced under Rule 8.5.5(a) and 8.5.5(b), as

applicable, or in relation to the Standard House Account, such Standard
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(d)

Guarantee Fund shall be aggregated with any positive sum produced under
Rule 8.5.5(a); and

a proportion of any positive IRS Single Net Sum relating to the Defaulting
Clearing Member’'s IRS House Account which remains after such IRS Single
Net Sum has been applied pursuant to Rule 8.5.6 shall be set off against any
negative sum produced under Rules 8.5.5(a), 8.5.5(b) and 8.5.5(c) as
applicable,

the result being the Standard Single Net Sum.

IRS Single Net Sum calculation

8.5.6 The following steps shall be taken with respect to each IRS House Account and (to the
extent required by Rule 8.4) IRS Notional Sub-Account and IRS Individual Client

Account of the Defaulting IRS Clearing Member:

(@)

(b)

(€)

(d)

the Defaulting IRS Clearing Member’'s IRS Collateral relating to the relevant
IRS House Account, IRS Individual Client Account or IRS Notional Sub-
Account (as applicable) shall be set off against the IRS Interim Liability or

aggregated with the IRS Interim Asset relating to such Account;

in relation to an IRS Notional Sub-Account, in the absolute discretion of the
Clearing House, any negative sum produced under Rule 8.5.6(a) relating to

that IRS Notional Sub-Account may be set off against:

() any Excess Collateral relating to the IRS Omnibus Client Account of

which that IRS Notional Sub-Account forms part; and

(i)  any positive sum produced under Rule 8.5.6(a) relating to any other IRS

Notional Sub-Account in the same IRS Omnibus Client Account;

a proportion of the Defaulting IRS Clearing Member’s Contribution to the IRS
Guarantee Fund and any IRS Single Net Sum relating to the IRS House
Account of the Defaulting IRS Clearing Member shall be set off against any
negative sum produced under Rule 8.5.6(a) and 8.5.6(b), as applicable, or in
relation to the IRS House Account, such IRS Guarantee Fund shall be

aggregated with any positive sum produced under Rule 8.5.6(a);

a proportion of any positive Standard Single Net Sum relating to the Defaulting
Clearing Member's Standard House Account which remains after such

Standard Single Net Sum has been applied pursuant to Rule 8.5.5 shall be set
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off against any negative sum produced under Rules 8.5.6(a), 8.5.6(b) and

8.5.6(c), as applicable,

the result being the IRS Single Net Sum.

Single Net Sum calculations - General

8.5.7 The Clearing House may in its discretion decide to:

@)

(b)

delay the calculation of the Single Net Sums in relation to Individual Client
Accounts and Notional Sub-Accounts until it has calculated the Standard Single
Net Sum relating to the Standard House Account, the IRS Single Net Sum
relating to the IRS House Account and/or any Portable Net Sum, as the case
may be, so that the Standard Single Net Sum or the IRS Single Net Sum in
relation to the relevant House Account may be applied in accordance with
Rules 8.5.5(c) or 8.5.6(c); or

apply the Clearing House’s resources in accordance with Rule 8.6 without

having first set off amounts pursuant to Rules 8.5.5(d) and/or 8.5.6(d).

8.5.8 The Clearing House will exercise its discretion in Rules 8.5.5 and 8.5.6 in such a way as

to seek to achieve a fair and equitable allocation of any IRS Interim Assets or Standard

Interim Assets and IRS Interim Liabilities or Standard Interim Liabilities, as applicable,

relating to each Omnibus Client Account.

Certification of each Single Net Sum

8.5.9 The Clearing House shall certify:

(@)

(b)

in relation to each House Account and (to the extent required by Rule 8.4) each
Individual Client Account or Notional Sub-Account:

0] the Single Contract Net Sum; and

(i)  the Single Net Sum as the amount payable by or to the Defaulting

Clearing Member or, if no amount is payable, zero; and

to the extent required by Rule 8.4, in relation to each Individual Client Account
or Notional Sub-Account the fact that the Portable Net Sum has not been

transferred to an Adopting Clearing Member pursuant to Rules 8.4.12 or 8.4.13;

and each such certificate shall be conclusive. The Clearing House shall make the

certification to:
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8.5.10

8.5.11

8.5.12

8.5.13

8.6

(A) the relevant office holder acting in relation to the Defaulting

Clearing Member; and

(B) the Clearing House’s Regulatory Authority.

Payment of each Single Net Sum

In respect of an Individual Client Account or Notional Sub-Account, the Clearing House

shall, if a positive sum, pay the Single Net Sum:

(@) to the relevant Client (or to its order) or, if a Security Trustee has been
appointed with respect to that Client, to the Security Trustee (or to its order) on
trust for that Client, in each case if the Clearing House is satisfied that a Client
Agreement, a Client Protection Agreement and a Client Acknowledgement is in
full force and effect with respect to the relevant Client and no other Applicable

Law or regulation would require the payment returned to another party; or

(b) to the Defaulting Clearing Member or a relevant office holder acting in relation
to the Defaulting Clearing Member, for the account of the relevant Client, if the
Clearing House is not satisfied that a Client Agreement, a Client Protection
Agreement and a Client Acknowledgement is in full force and effect with
respect to the relevant Client or an Applicable Law or regulation would require

the payment returned to the Defaulting Clearing Member.

In respect of a House Account or Net Client Account, the Clearing House shall, if a
positive sum, pay the Single Net Sum to the Defaulting Clearing Member or the relevant

office holder acting in relation to the Defaulting Clearing Member.

Notifications to the Defaulting Clearing Member

The Clearing House shall notify the Defaulting Clearing Member or a relevant office
holder acting in relation to the Defaulting Clearing Member or its estate of the actions

taken in relation to the Defaulting Clearing Member under the Default Rules.

Liquidation of Collateral and Contributions

For the purposes of Rules 8.5.5 and 8.5.6, the Clearing House may liquidate Collateral
and Contributions in the form of Eligible Securities at such time and at such rate as the

Clearing House shall in its reasonable discretion determine.

Application of Clearing House resources, VM Haircut Settlement Cycles and

Optional Payments

Clearing House resources
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8.6.1 To the extent that the assets referred to in Rules 8.5.5 or 8.5.6 are insufficient or if the

Clearing House is required to pay an amount under Rule 8.3.8, the Clearing House shall

use the following assets to satisfy any outstanding amount in the order set out below:

(a) to satisfy any outstanding amount in relation to a Standard Single Net Sum:

(i)

(ii)

(iii)

the Clearing House’s contribution to the Standard Guarantee Fund,;

the Contributions of the non-defaulting Standard Clearing Members to

the Standard Guarantee Fund; and

Standard Assessments received by the Clearing House pursuant to Rule
8.7.1; and

(b) to satisfy any outstanding amount in relation to an IRS Single Net Sum:

() the Clearing House’s contribution to the IRS Guarantee Fund;
(i)  the Contributions of the non-defaulting IRS Clearing Members to the IRS

Guarantee Fund;

(A) first, Contributions of a Subordinated Bidder (if any) up to an
amount equal to the Aggregate Subordinated Amount for such
Subordinated Bidder and where there is more than one
Subordinated Bidder, an amount of the Contribution of each
Subordinated Bidder equal to the relevant Aggregate
Subordinated Amount will be applied pro rata;

(B) secondly, the remaining IRS Guarantee Fund of all non-defaulting
IRS Clearing Members (excluding the Contributions to the IRS
Guarantee Fund of each Winning Bidder equal to the Aggregate
Seniorised Amounts for such Winning Bidders) will be applied pro
rata; and

(C) thirdly the remaining IRS Guarantee Fund of all Winning Bidders
will be applied pro rata; and

(i)  IRS Assessments received by the Clearing House pursuant to Rule 8.7.3.
8.6.2 The obligations of the Clearing House to make payments in respect of Contracts are

limited as set out in Rule 2.4, and the Clearing Members shall have no recourse to the

Clearing House other than as set out in Rule 2.4.

VM Haircut Settlement Cycle and Optional Payments

CFD-#14673508-v1
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8.6.3

If, at any time, the Clearing House determines that less than 25% (twenty five per cent.)

of the IRS Assessments or less than 25% (twenty five per cent.) of the Standard

Assessments, whether or not already collected, remains available to the Clearing House

or is likely to be available once the Clearing House has met its obligations arising from

Contracts with non-defaulting Clearing Members in the relevant Membership Category,

subject to Rule 8.6.6, the Clearing House may:

(&) with respect to each Account of a non-defaulting Clearing Member in the

relevant Membership Category:

0] run a Settlement Cycle;

(i)  notify each non-defaulting Clearing Member holding such Account of any
Variation Requirement determined by the Settlement Cycle which the
non-defaulting Clearing Member will pay in accordance with Rule 6.1.1;

(i)  on the basis of the Settlement Cycle, determine the Collect or the Pay;

(b) if applicable, with respect to each IRS Account of a hon-defaulting IRS Clearing

Member:

0] deduct the Aggregate IRS Collects actually received by the Clearing

(ii)

House (and those that the Clearing House reasonably believes will be
received in accordance with the Rules) from the aggregate of (A) the
Aggregate IRS Pays and (B) any fees, costs and expenses incurred by
the Clearing House in performing the actions set out in Rule 8 that relate
to IRS Contracts and are not already covered by Rule 8.3.8 (the
difference being the IRS Variation Margin Requirement Haircut); and

allocate the IRS Variation Margin Requirement Haircut pro rata to each
IRS Account with an IRS Pay (the resulting amount, the Allocated IRS
Pay);

(c) if applicable, with respect to each Standard Account of a non-defaulting

Standard Clearing Member:

(i)

CFD-#14673508-v1

deduct the Aggregate Standard Collects actually received by the
Clearing House (and those that the Clearing House reasonably believes
will be received in accordance with the Rules) from the aggregate of (A)
the Aggregate Standard Pays and (B) any fees, costs and expenses
incurred by the Clearing House in performing the actions set out in Rule

8 that relate to Standard Contracts and are not already covered by Rule
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8.6.4

8.3.8 (the difference being the Standard Variation Margin

Requirement Haircut); and

(i)  allocate the Standard Variation Margin Requirement Haircut pro rata to
each Standard Account with a Standard Pay (the resulting amount, the
Allocated Standard Pay),

on such terms as the Clearing House shall determine (each such Settlement Cycle, a
VM Haircut Settlement Cycle). Prior to requesting Optional Payments in accordance
with Rule 8.6.4, the Clearing House may, in its sole discretion, run more than one VM
Haircut Settlement Cycle in respect of the relevant Membership Category provided the
condition in this Rule 8.6.3 is met. To the extent Variation Requirement is retained by
the Clearing House following a VM Haircut Settlement Cycle, it may be used by the

Clearing House in its sole discretion.

Subject to Rule 8.6.6, if, having run one or more VM Haircut Settlement Cycles, the
Clearing House determines, in consultation with the Risk Committee and/or IRS Risk
Committee, as applicable, that to run another VM Haircut Settlement Cycle would result
in insufficient additional resources to satisfy the losses incurred by the Clearing House
as a result of one or more Defaults, the Clearing House may request that each non-
defaulting Clearing Member makes a payment to the Clearing House (an Optional
Payment). The Clearing House will request that each Optional Payment is at least equal
to the amount which would be such Clearing Member's Contribution to the relevant
Guarantee Fund at the end of the current Cooling Off Period, assuming the Clearing
House does not issue any further Declarations of Default, but the Clearing Member may
contribute any higher or lower amount. The following terms shall apply to each Optional

Payment:

(&) no Clearing Member shall be obliged to make an Optional Payment;

(b) the Clearing House shall notify each non-defaulting Clearing Member in writing

of the requested amount of the Optional Payment;

(c) payment of an Optional Payment shall be made:

() in accordance with the provisions set out in Chapter 7; and

(i) before the deadline for payment specified by the Clearing House in

accordance with Rule 8.6.6;

(d) no Optional Payment may be withdrawn once made;
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8.6.5

8.6.6

8.6.7

8.6.8

8.6.9

8.6.10

(e) no Optional Payment may be used by the Clearing House until all other
resources of the Clearing House specified in Rule 8.6.1(a) or 8.6.1(b), as

applicable, have been exhausted in accordance with the Rules; and

(f) each Optional Payment may only be used to satisfy losses to, or to meet any
obligations of, the Clearing House incurred with respect to the Membership

Category to which the Optional Payment relates.

Subject to Rule 8.6.6, if the Clearing House determines that the Optional Payments it
has received (and those it is reasonably likely to receive) with respect to a Membership
Category will be insufficient to satisfy the losses it has incurred with respect to such
Membership Category, the Clearing House may run a final VM Haircut Settlement Cycle

in accordance with Rule 8.6.3 with respect to that Membership Category.

In order to take each of the actions set out in Rules 8.6.3, 8.6.4 and 8.6.5, the Clearing

House shall publish a Notice on the Website stating:

(a) that it may have insufficient resources;

(b) with respect to which Membership Category the action is being taken;

(c) in the case of action to be taken under Rule 8.6.3 or 8.6.5, specifying the date
on which a VM Haircut Settlement Cycle will take place (which may be the date

on which such Notice is published on the Website); and

(d) in the case of action to be taken under Rule 8.6.4, specifying the deadline by

which the Clearing House must receive any Optional Payment.

Any failure by the Clearing House to take any action under Rules 8.6.3 and/or 8.6.5 will
not invalidate any action taken by the Clearing House pursuant to any other Rule nor

give rise to any liability whatsoever on the part of the Clearing House.

If, having taken the actions set out in Rules 8.6.3 to 8.6.5, the Clearing House
determines that a Limited Recourse Termination Event has occurred, the Clearing

House may then take the actions set out in Rules 8.10.7 to 8.10.14.

Notwithstanding that this Rule 8.6 refers and gives rights and liabilities to “non-defaulting
Clearing Members”, the Clearing House may (in its sole discretion) determine at any
time that all or any part of this Rule 8.6 (and the resulting rights and obligations) shall
also apply to a Defaulting Clearing Member.

This Rule 8.6.10 applies if, having completed the foregoing processes in this Rule 8.6,
the amount received by the Clearing House in respect of Assessments and Optional

Payments of non-defaulting Clearing Members made in relation to a Declaration of
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8.7

8.7.1

8.7.2

Default and/or received from the Defaulting Clearing Member exceed the amount
required to satisfy the losses of the Clearing House relating to such Declaration of
Default. The Clearing House shall pay an amount equal to such excess in the following
order to the extent there is sufficient surplus excess after completion of each step and, to
the extent there is insufficient surplus excess to complete a particular step, payment

shall be made pro-rata to each relevant Clearing Member’s relevant payment:

(a) first, to reimburse each non-defaulting Clearing Member for an amount up to

such Clearing Member’s Optional Payment, if any;

(b) secondly, to reimburse each non-defaulting Clearing Member for an amount up

to the amount by which their Allocated Pay was less than their Pay; and

(c) thirdly, to reimburse amounts to the Clearing House and non-defaulting
Clearing Members in reverse order to the order in which assets were used in
accordance with Rule 8.6.1, so that with respect to Standard Contracts
reimbursement will start with Rule 8.6.1(a)(iii) and with respect to IRS

Contracts reimbursement will start with Rule 8.6.1(b)(iii).
Assessments following a Declaration of Default
Standard Assessment

During each Standard Cooling Off Period, the Clearing House shall have a right to
collect from each non-defaulting Standard Clearing Member an amount (in addition to
the Contribution) that does not exceed a total of 550% (five hundred and fifty per cent) of
its Contribution to the Standard Guarantee Fund as at the date on which that Standard

Declaration of Default is issued.

The Clearing House may only use the amount referred to in Rule 8.7.1 if there remains
an unsatisfied obligation after the Clearing House has used in full the contributions set

out in Rules 8.6.1(a)(i) and 8.6.1(a)(ii) and in the following circumstances:

(a) if there are no further Standard Declarations of Default during the relevant
Standard Cooling Off Period, the Clearing House may only use a total of 275%
(two hundred and seventy five per cent.) of each non-defaulting Standard
Clearing Member’s Contribution to the Standard Guarantee Fund as at the date
on which the first Standard Declaration of Default in the relevant Standard

Cooling Off Period was issued; and

(b) if there are one or more further Standard Declarations of Default during the
relevant Standard Cooling Off Period, the Clearing House may use a total of
550% (five hundred and fifty per cent.) of each non-defaulting Standard
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8.7.3

8.7.4

8.7.5

8.7.6

8.7.7

Clearing Member’s Contribution to the Standard Guarantee Fund as at the date
on which the first Standard Declaration of Default in the Standard Cooling Off

Period was issued.

IRS Assessment

During each IRS Cooling Off Period, the Clearing House shall (subject to Rule 6.1.13)
have a right to collect from each non-defaulting IRS Clearing Member an amount (in
addition to the Contribution) determined by the Clearing House, using its Stress Test
Methodology, that does not exceed such IRS Clearing Member’s proportionate share of
the theoretical third and fourth largest IRS Clearing Members’ losses produced by such
Stress Test Methodology (such amount and proportionate share as determined by the
Clearing House), provided that the theoretical third and fourth largest IRS Clearing
Members’ losses produced by such Stress Test Methodology is subject to a minimum of
50% (fifty per cent.) of the total IRS Guarantee Fund prior to the start of the IRS Cooling
Off Period.

The Clearing House may only use the amount referred to in Rule 8.7.3, if there remains
an unsatisfied obligation after the Clearing House has used in full the Contributions set
out in Rule 8.6.1(b)(i) and 8.6.1(b)(ii).

Assessments - General

Each non-defaulting Clearing Member is required to provide the Assessments to the
Clearing House through the arrangements set out in Rule 4.2.2, or if there is insufficient
Eligible Cash within a Clearing Member’s Bank Account to allow the delivery of Eligible
Cash in accordance with Rule 4.2.2, the Clearing Member is required to delivery Eligible
Cash within one (1) hour of notification of such amount if notification is received during
the hours when CHAPS is open and otherwise, within one (1) hour of the time at which
CHAPS first opens after such natification. Subject to the limits set out in Rules 8.7.1 and
8.7.3, a Clearing Member may be required to pay the Assessments in more than one

instalment during a Cooling Off Period.

With respect to Assessments, the Clearing House shall use its reasonable endeavours
to notify non-defaulting Clearing Members and provide estimates of the amounts

required in advance of any formal notifications.

After each Cooling Off Period, each non-defaulting Clearing Member’s Contribution will
be assessed pursuant to the Clearing House’s assessment methodology. The Clearing
House shall notify each Clearing Member of the new amount of Contribution in

accordance with Rule 7.2.
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8.8

8.8.1

8.8.2

8.9

8.9.1

8.9.2

8.10

8.10.1

8.10.2

Termination relating to an Event of Default

During a Cooling Off Period, a non-defaulting Clearing Member may give written notice
of its application to terminate its membership or membership of a particular Membership
Category of the Clearing House in accordance with Rule 3.8. The Clearing House shall
use reasonable endeavours to facilitate (but shall have no obligation to ensure) the
termination of such non-defaulting Clearing Member's membership during that Cooling
Off Period.

A non-defaulting Clearing Member shall not have any obligations (and none of its assets,
Contribution, Assessments or Optional Payments shall be applied) in respect of any
Event of Default occurring after the Membership Termination Date relating to that non-
defaulting Clearing Member. For the avoidance of doubt, if a Clearing Member
terminates its ability to clear a particular type of Transaction without terminating its ability
to clear all types of Transaction within that Membership Category in accordance with
Rule 3.8.6, this Rule 8.8.2 shall not apply and the Clearing Member shall remain liable to
have its assets, Contribution and Assessments applied in respect of any Event of Default
occurring after the Membership Termination Date relating to any type of Transaction

within that Membership Category.

Notification to other Clearing Members and Clients and cooperation with the
Regulatory Authorities

The Clearing House may notify the non-defaulting Clearing Members and their Clients of

the actions taken under the Default Rules at various points in the process.

The Clearing House may share information (including information received from or about
any Clearing Member), and otherwise cooperate, with any Regulatory Authority, clearing
house or exchange and any insolvency practitioner in relation to the issue of a

Declaration of Default.

Termination of all Contracts of a Product Class

This Rule 8.10 is intended to form part of the default rules of the Clearing House (as
contemplated in the Companies Act 1989, Part VII) to the extent that it relates to a

Defaulting Clearing Member.

Termination of clearing services

The Clearing House may terminate all Contracts of one or both Product Classes in

accordance with this Rule 8.10 at any time on or following:

(a) aPlanned Termination Event; or
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8.10.3

8.10.4

8.10.5

8.10.6

(b) a Limited Recourse Termination Event.
On and after the Termination Date, each Clearing Member shall:

(a) subject to Rule 8.10.3(c), cease to take any action in respect of its Contracts of
the Affected Product Class;

(b) subject to Rule 8.10.3(c), not enter into any new Contracts of the Affected

Product Class; and
(c) comply with any directions of the Clearing House.
Planned Termination Event

Following a Planned Termination Event, the Clearing House shall use its reasonable
endeavours to transfer all or some of the Contracts of the Affected Product Class and
related Collateral of non-defaulting Clearing Members which have agreed to such
transfer to another clearing house which has agreed to accept such Contracts. The
Clearing House shall conduct any such transfer on such terms as may be agreed
between it and the other clearing house and the relevant Clearing Members. The
Clearing Members shall promptly take such actions as are reasonably requested by the

Clearing House for this purpose.

If the Clearing House determines that a transfer pursuant to Rule 8.10.4 is not
practicable in respect of all or some of the Contracts of the Affected Product Class, it
shall give written notice to all relevant Clearing Members of the date of termination of all
Contracts of the Affected Product Class and shall seek to discharge all of the non-
defaulting Clearing Members’ rights and liabilities under the Contracts of the Affected
Product Class pursuant to Rule 8.10.6. Such written notice shall be given by the

Clearing House publishing a Notice on the Website.

On or as soon as reasonably practicable after the Termination Date with respect to a
Planned Termination Event, the Clearing House may take the following steps with
respect to each Account relating to an Affected Product Class of each non-defaulting

Clearing Member:
(&) run afinal Settlement Cycle;

(b) terminate all Contracts of the Affected Product Class at the price determined in

the final Settlement Cycle;

(c) notify each non-defaulting Clearing Member of any Variation Requirement
determined by the final Settlement Cycle which the non-defaulting Clearing

Member will pay in accordance with Rule 6.1.1; and
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(d) on the basis of the final Settlement Cycle, determine the Collect or the Pay with

respect to each Account of each non-defaulting Clearing Member,

on such terms as the Clearing House shall determine and the rights and liabilities of
each Clearing Member shall include all those arising in consequence of any such

action taken by the Clearing House.

Limited Recourse Termination Event

8.10.7 On or as soon as reasonably practicable after a Limited Recourse Termination Event,

the Clearing House may:

(a) publish a Notice on the Website informing Clearing Members and specifying
the Affected Product Class and the date of the termination of all Contracts of
the Affected Product Class; and

(b) seek to discharge all of the non-defaulting Clearing Members’ rights and
liabilities under the Contracts of the Affected Product Class pursuant to Rule
8.10.8.

8.10.8 On or as soon as reasonably practicable after the Termination Date with respect to a
Limited Recourse Termination Event, the Clearing House may take the following steps
with respect to each Account relating to an Affected Product Class of each non-

defaulting Clearing Member:

(a) run a final Settlement Cycle (which may take place at any time of day);

(b) terminate all Contracts of the Affected Product Class at the price determined in

the final Settlement Cycle;

(c) notify each non-defaulting Clearing Member of any Variation Requirement
determined by the final Settlement Cycle which the non-defaulting Clearing

Member will pay in accordance with Rule 6.1.1;

(d) on the basis of the final Settlement Cycle, determine the Collect or the Pay;

(e) if the Affected Product Class is IRS Contracts:

() calculate the IRS Variation Margin Requirement Haircut; and

(i)  calculate the Allocated IRS Pay for each Account with an IRS Pay; and

(f) if the Affected Product Class is Standard Contracts:

0] calculate the Standard Variation Margin Requirement Haircut; and
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8.10.9

8.10.10

8.10.11

8.10.12

8.10.13

(i)  calculate the Allocated Standard Pay for each Account with a Standard

Pay;

on such terms as the Clearing House shall determine and the rights and liabilities of
each relevant Clearing Member shall include all those arising in consequence of any

such action taken by the Clearing House.

The obligations of the Clearing House to make payments in respect of Contracts of an
Affected Product Class are limited as set out in Rule 2.4 and the relevant Clearing
Members shall have no further recourse to the Clearing House other than as set out in
Rule 2.4.

Payments following the Termination Date

The Clearing House shall notify each non-defaulting Clearing Member which clears
Contracts of the Affected Product Class of the Pay, Collect or Allocated Pay with respect

to each of its relevant Accounts.

Each non-defaulting Clearing Member with a Collect shall pay such amount to the
Clearing House. Once the Clearing House is satisfied it has received all the Collects with
respect to an Affected Product Class, it shall make payment to each non-defaulting
Clearing Member with an Account related to that Affected Product Class which has a

Pay or Allocated Pay.

The Clearing House may adjust payments to account for the default of any Clearing

Member in settling a Pay.

This Rule 8.10.13 applies if (having completed the process in Rule 8.10.8) the amount
received by the Clearing House in respect of Aggregate Collects with respect to an
Affected Product Class exceeds the aggregate amount of Allocated Pays relating to the
same Affected Product Class. The Clearing House shall pay an amount equal to such

excess in the following order:

(a) first, to reimburse non-defaulting Clearing Members which clear Contracts of
the Affected Product Class for an amount up to such Clearing Member’s

Optional Payment, if any;

(b) secondly, to reimburse non-defaulting Clearing Members of the Affected
Product Class for an amount up the amount of any Variation Margin

Requirement Haircuts; and

(c) thirdly, to reimburse amounts to the Clearing House and non-defaulting

Clearing Members of the Affected Product Class in reverse order to the order in
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8.10.14

8.11

8.11.1

8.12

8.12.1

8.12.2

8.12.3

8.12.4

which assets were used in accordance with, in respect of IRS Contracts,
Rule 8.6.1(b), starting with Rule 8.6.1(b)(iii)) and ending with Rule 8.6.1(b)(i), or,
in respect of Standard Contracts, Rule 8.6.1(a), starting with Rule 8.6.1(a)(iii)
and ending with Rule 8.6.1(a)(i).

Notwithstanding that this Rule 8.10 refers and gives any liabilities to “non-defaulting
Clearing Members” of the relevant Product Class, the Clearing House may (in its sole
discretion) determine that at any time all or any part of this Rule 8.10 (and the resulting
rights and obligations) shall also apply to a Defaulting Clearing Member of the relevant

Product Class.

Following termination of all Contracts of an Affected Product Class

If, following termination of all Contracts of an Affected Product Class pursuant to Rule
8.10, the Clearing House decides to recommence clearing Contracts of that Affected
Product Class, it will publish a Notice on its Website to that effect and Clearing Members
will be able to clear Contracts of that Affected Product Class provided that such Clearing
Members fulfil the Membership Criteria and otherwise comply with the Rules, including,
without limitation, by making the required Contribution(s) to the Guarantee Fund(s) as

recalculated at the appropriate time.

Termination of Clearing Services in respect of Exchange Transactions

This Rule 8.12 is intended to form part of the default rules of the Clearing House (as
contemplated in the Companies Act 1989, part VII) to the extent that it relates to a

Defaulting Standard Clearing Member.

If, at any time, the Clearing House decides to withdraw all or any part of the Clearing
Services in respect of all or a particular type of Exchange Transaction, it will issue a

Notice to all affected Clearing Members.

Prior to issuing a Notice in accordance with Rule 8.12.2, the Clearing House shall
consult with each relevant Exchange, Regulatory Authority and affected Clearing

Member.

The Notice issued in accordance with Rule 8.12.2 shall specify the process to be used to
wind up the Clearing Services or any part of them in respect of the relevant Exchange

Transactions.
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9.1

9.1.1

9.1.2

9.1.3

9.14

9.2

9.21

9.2.2

CHAPTER 9
COMPLAINTS AND ENFORCEMENT

Complaints
Any Complaint shall be made in accordance with the Complaints Procedure.

The Clearing House shall consider a Complaint in accordance with this Chapter 9 of the

Rules and the Complaints Procedure:

(@) a Clearing House Complaint shall be dealt with in accordance with the

Complaints Procedure; and

(b) if a Clearing Member Complaint alleges a breach of the Rules, the Clearing
House will commence an Investigation and may commence Disciplinary

Proceedings in accordance with the Rules.

The Clearing House shall notify a Clearing Member which makes a Clearing Member
Complaint of the steps it has taken to review such Complaint and the outcome.

If the Clearing House, in its discretion, considers it appropriate or if it is otherwise
required to do so under Applicable Law, the Clearing House may provide details to a
Regulatory Authority about any Complaint, matter or concern which it considers requires

investigation and about any outcome of an Investigation or Disciplinary Proceeding.
Investigations

The Clearing House may investigate breaches or alleged breaches of the Rules,
whether or not such breaches or alleged breaches have arisen as a result of a Clearing
Member Complaint, at its own instigation or otherwise in accordance with the provisions

of Rule 9.3 (the Investigation).

A Clearing Member shall cooperate fully with any Investigation irrespective of whether
such Clearing Member is the subject of or otherwise involved in the Investigation.

Without limitation, each Clearing Member shall:

(a) provide to the Clearing House such information in whatsoever form as the

Clearing House may reasonably request, within the timescale specified;

(b) permit Representatives of the Clearing House access, with or without notice,
during business hours to any of the Clearing Member’'s business premises
(which for the avoidance of doubt includes those premises in which records are

stored) in order to carry out the Investigation;
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9.3

9.3.1

9.3.2

9.3.3

9.34

(c) make its Representatives readily available for meetings with the
Representatives of the Clearing House conducting the Investigation, as the
Clearing House may reasonably request, and use its best endeavours to
procure that such persons answer truthfully, fully and promptly, all questions

that are put to them;

(d) produce and give the Representatives of the Clearing House conducting the
Investigation reasonable access to documents, records, files, tapes and
computer systems which are within the Clearing Member's possession or
control and provide any facilities which such Representatives may reasonably

request; and

(e) print information in the Clearing Member's possession or control which is held
on computer or otherwise convert it into a readily legible document or any other
record that may be reasonably requested by the Representatives of the

Clearing House conducting the Investigation.
Investigation process

If the Clearing House considers that a Complaint, matter or concern requires
investigation, the Clearing House shall issue a notice of Investigation (Investigation
Notice) to the Clearing Member concerned to the effect that an Investigation has been

commenced and setting out a brief description of the matter under Investigation.

Once the Clearing House has carried out the Investigation it shall send to the relevant
Clearing Member a preliminary letter that describes its preliminary factual conclusions

and the action it proposes to take in the light of such breach.

The Clearing House shall also invite the Clearing Member to either attend a meeting or
to send written comments to the Clearing House, in each case, to enable the Clearing
Member to correct any factual error that it reasonably considers has been made in the
preliminary letter. After the meeting or the receipt of written comments from the
Clearing Member, as the case may be, the Clearing House shall finalise its initial

findings and present them in writing to the Clearing Member.

After sending its initial findings to the Clearing Member, the Clearing House may
exercise one (1) or more of the following powers in relation to the Clearing Member

concerned:
(a) decide that no further action should be taken against the Clearing Member;

(b) issue a private written warning to the Clearing Member;
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9.3.5

9.4

94.1

9.4.2

9.4.3

(c) instigate Disciplinary Proceedings in accordance with Rule 9.4;

(d) carry out further enquiries if the Investigation indicates that this is necessary in

order to conclude satisfactorily the Investigation; or
(e) refer all or a portion of the investigation to a Regulatory Authority.

The Clearing House shall notify the Clearing Member in writing of the power to be
exercised. The Clearing House may, in an appropriate case, take different actions in
relation to Clearing Members concerned in the same Disciplinary Proceedings or in

different Disciplinary Proceedings on the same or similar facts.
Disciplinary Proceedings

The Clearing House shall commence the disciplinary proceedings set out in this Rule 9.4
(the Disciplinary Proceedings) only when it is reasonably satisfied that the Clearing

Member has breached the Rules, whether as a result of an Investigation or otherwise.

The Clearing House may decide at any time to terminate the Disciplinary Proceedings or
reach a settlement with the Clearing Member on such terms as it considers appropriate,

at any stage during the Disciplinary Proceedings.

For the purposes of each Disciplinary Proceeding the Board of Directors_shall nominate
the members of a disciplinary panel, as it deems appropriate, which shall accordingly be
referred to for the purposes of this Rule 9.4 as the Disciplinary Panel. The Disciplinary

Panel will be comprised in accordance with 9.4.3(a) to 9.4.3(f) below:

(a) Each Disciplinary Panel shall consist of a chairman sitting with two other
persons. Such persons, including the chairman, that are appointed to the
Disciplinary Panel may be market practitioners, members of the Risk
Committee, experts, lawyers or other suitable persons at the discretion of the

Clearing House.

(b) Neither employees nor directors of the Clearing House shall be appointed to a

Disciplinary Panel.

(c) No Clearing Member subject to disciplinary proceedings or any of their
Affiliates, Representatives or customers shall be appointed to a Disciplinary

Panel.

(d) No person shall serve on or sit with a Disciplinary Panel if he has a personal or
financial interest in, or has been involved in any investigation into the matter
under consideration.
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9.4.4

9.4.5

9.4.6

9.4.7

9.4.8

9.4.9

(e) No person shall serve on or sit with a Disciplinary Panel if an undertaking with
which he is associated has any commercial relationship with any of those

parties listed in Rule 9.4.3(c) that may cause actual or potential material conflict.

() Expert assessors may be appointed, at the discretion of the Disciplinary Panel

itself, to sit with and advise the Disciplinary Panel but not to vote.

In the event of any member of the Disciplinary Panel having or acquiring a personal, or
financial interest in the outcome, or a commercial relationship as described in Rule
9.4.3(e), or in any other way being or becoming incapacitated or permanently
unavailable, the chairman of the Disciplinary Panel (or in the case of the chairman of the
Disciplinary Panel, the Chairman of the Board of Directors of the Clearing House) may
direct that the Disciplinary Panel shall continue to act with a reduced number or appoint
another person to take the place of the retiring member of the Disciplinary Panel (and
the disciplinary proceedings shall then proceed as if such person had been originally
appointed in lieu of the first person) or may direct that a new Disciplinary Panel should

be appointed to rehear the matter.

In the event of equality of votes, the chairman shall have a second or casting vote in

reaching any determination.

To commence the Disciplinary Proceedings the Clearing House shall send to the
Clearing Member concerned a written notice (the Disciplinary Notice), which contains
details of the alleged breach of the Rules and sufficient information to enable the

Clearing Member to understand and respond to such allegations.

The Clearing Member shall have twenty (20) Business Days from receipt of the
Disciplinary Notice to provide a statement of defence (the Defence) in respect of the
allegations. The Defence shall set out the plea that the Clearing Member intends to
make and any admissions of fact. If no Defence has been served within that timeframe
the Clearing Member shall be deemed to have accepted the facts and matters alleged in

the Disciplinary Notice.
After due consideration of the Defence, the Clearing House may either:
(a) proceed with the Disciplinary Proceedings;
(b) terminate the Disciplinary Proceedings; or
(c) amend the Disciplinary Notice in accordance with Rule 9.4.9.
The Clearing House may at any time amend a Disciplinary Notice provided that:

(a) the amendment is relevant to the allegation or breach of the Rules;
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9.4.10

9.4.11

9.4.12

(b) the essential character of the allegation or the breach of the Rules has not

been changed; and

(c) the Clearing Member would not be substantially prejudiced in any defence it

may put before the Disciplinary Panel.

The Disciplinary Panel may order an adjournment at any stage upon an application by
the Clearing House to enable an alleged separate or unrelated breach of the Rules
which it reasonably believes the Clearing Member to have committed to be investigated

further.

Following the amendment of a Disciplinary Notice, the Clearing Member shall have ten
(10) Business Days to make any necessary changes to its Defence. If no amended
Defence has been served within that timeframe the Clearing Member will be deemed to
have accepted the facts and matters alleged in the amended Disciplinary Notice and

indicated that its original Defence stands.

The Disciplinary Panel shall hear submissions on the matter of the alleged breach of the
Rules and shall determine whether there has been a breach of the Rules and, if so, the
appropriate sanction that shall be imposed. In carrying out this function, the Disciplinary

Panel may adopt such procedure as it thinks fit. The Disciplinary Panel may:

(a) order the disclosure by the Clearing House or Clearing Member of such further

information, documents or other evidence as may be necessary;

(b) issue directions and take such other steps as it considers appropriate to clarify

the facts and issues and determine the case;

(c) if it considers appropriate, but only with the express agreement of the Clearing
House and the Clearing Member concerned, decide to determine the case

upon written submissions and evidence placed before it;

(d) in all other cases, give the opportunity to, or require, the Clearing House and
the Clearing Member to attend hearings before the Disciplinary Panel and the
Clearing House and the Clearing Member may call witnesses to give evidence

and be questioned;

(e) allow the Clearing Member and the Clearing House to be assisted or

represented by any person, whether or not legally qualified;

(f) require hearings to be held in private unless the Clearing Member or Clearing

House requests otherwise and the other party consents; and

(g) appoint its own legal advisers.
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9.4.13

9.4.14

9.4.15

9.4.16

9.4.17

9.4.18

9.4.19

The Disciplinary Panel shall apply the civil standard of proof on the balance of
probabilities, with the cogency of evidence required being commensurate with the

seriousness of the alleged breach.

The Disciplinary Panel shall not be bound by any rule of law or court procedure
concerning admissibility of evidence and may accept as conclusive any finding of fact

made by a court or any other Regulatory Authority.

The Disciplinary Panel shall communicate in writing its findings and particulars of any
sanction determined to the Clearing House and to the Clearing Member concerned.
Such findings and sanctions shall be deemed conclusive and binding upon expiry of the
time permitted for appeal or receipt by the Clearing House of any earlier written notice
from the Clearing Member that such right of appeal will not be exercised. Subject to Rule

9.4.16(b), such findings and sanctions shall not be made public.

The Disciplinary Panel may impose one or more of the following sanctions:

(a) issue a private written warning to the Clearing Member;

(b) issue of a public notice of censure;

(c) impose a fine of any amount;

(d) require the disgorgement of any gain made by the Clearing Member or its

Representatives in connection with the breach of the Rules;

(e) recommend to the Clearing House to suspend or terminate the membership or
membership of a particular Membership Category of the Clearing Member with

immediate effect; or

() issue an order requiring the Clearing Member to take such steps including
making an order for compensation, as the Disciplinary Panel may direct, to

remedy the situation caused by the breach of the Rules.

The Disciplinary Panel has discretion as to the appropriate sanction in each case and
such differentiation may take into account factors including whether the breach was
deliberate or negligent, the seriousness of the consequences and whether the Clearing

Member has since taken action to remedy the breach or prevent a recurrence.

The contravention of any sanction imposed or direction made under or pursuant to Rule

9.4.16 may be treated for all purposes as a breach of the Rules.

A Disciplinary Panel may order any party to the Disciplinary Proceedings to pay costs

related to such proceedings as it thinks appropriate, including, but not limited to the
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9.5

9.5.1

9.5.2

9.5.3

9.5.4

costs of running the Disciplinary Panel and including the reasonable costs of the

Clearing House's and Disciplinary Panel's external advisers.

Appeals

Within ten (10) Business Days of receiving notice in writing of a decision of a Disciplinary
Panel, or a notice of sanction (whichever is the later), a Clearing Member (whether
current or former in the case of expulsion) or the Clearing House, or both, may appeal to
the appeals body (the Appeals Body) by lodging with the Clearing House a notice of
appeal in writing and by delivering a copy thereof to any other party to the Disciplinary
Proceedings. The Clearing House shall refer the appeal to the Appeals Body within ten

(10) Business Days of receipt of the appeal.

A notice of appeal shall set out the grounds of the appeal and shall contain a brief
statement of all matters relied on by the appellant. The grounds of the appeal may be

any one or more of the following:

(a) the Disciplinary Panel's decision was:

0] arbitrary, capricious, or an abuse of its discretion; or

(i)  based on a clearly erroneous application or interpretation of the Rules; or

(b) the sanction imposed by the Disciplinary Panel was excessive or, in the case of

an appeal by the Clearing House, was insufficient or inappropriate.

In the case of appeal against a sanction, the Appeals Body may affirm, vary or revoke
the sanction. The Appeals Body may make such order or give such direction as it
considers fit including a direction for a rehearing of the case by another newly

constituted Disciplinary Panel.

The Appeals Body shall consist of one (1) or more than one (1) persons who shall be
nominated for the purposes of this Rule 9.5.4 by the Centre for Effective Dispute

Resolution in London. Such person shall:

(a) be independent of the Clearing House, meaning for the purposes of these
Rules, that such person is not and has not ever been an officer, director or

employee of the Clearing House or an Affiliate;

(b) have appropriate experience of the clearing market and normal clearing

operations; and

(c) have appropriate knowledge of the Clearing House, the Rules and relevant

Applicable Law.
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9.55

9.5.6

9.6

9.6.1

An Appeals Body may adopt such procedure as it thinks fit and just, including, without
limitation, the procedures described in Rule 9.4.12 and shall notify the Clearing Member
accordingly. The Appeals Body shall be bound by Rule 9.4.13. The appellant and the
respondent shall be entitled to appear, make representations and (subject to any
restriction on adducing new evidence), call withesses, who may be examined and cross-

examined at any hearing, which will not be held in public.

The decision of an Appeals Body shall be final and binding and there shall be no further
appeal. The decision shall be supported with reasons and shall be notified to the
appellant and respondent in writing without undue delay. The decision of an Appeals
Body shall not be made public unless otherwise agreed between the appellant and the

respondent.

Fines

The proceeds of any fine imposed by the Clearing House shall be used for the following

purposes only:

(@) to meet expenses incurred by the Clearing House in the course of the
Investigation, Disciplinary Proceeding or appeal from a Disciplinary Proceeding

in respect of which it has been imposed;

(b) for the benefit of the Clearing Members generally; or

(c) for charitable purposes.
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10.1

10.1.1

10.1.2

10.1.3

10.2

CHAPTER 10
SETTLEMENT FINALITY

Introduction and Definitions

The Clearing House is a designated system for the purposes of the Financial Markets
and Insolvency (Settlement Finality) Regulations 1999 (the Settlement Finality
Regulations) in respect of Transfer Orders and default arrangements and certain other
matters relating to the Clearing House. In addition, Part VII of the Companies Act 1989
(the Companies Act 1989) applies in respect of Contracts, the Default Rules and
certain other matters relating to the Clearing House. The rules of the Designated System
comprise this Chapter 10 (Settlement Finality) and the custody agreement the Clearing
House has entered into with the Custodian (the Custody Agreement), the settlement
bank agreements the Clearing House has entered into with the Settlement Banks (the
Settlement Bank Agreements) and the cash reinvestment agreements the Clearing
House has entered into with the Cash Reinvestment Agreements (the Cash
Reinvestment Agreements) (together these shall be known as the Settlement Finality

Rules).

The purpose of the Settlement Finality Regulations is to allow a system which effects
securities and payments transfers to apply to be a designated system and thereby to
have the benefit of certain modifications to the general law of insolvency. The
modifications seek to minimise the disruption to a system caused by insolvency
proceedings brought against a participant in such system. The aim is to ensure that in
insolvency proceedings transactions that have been settled in the system are final and
irrevocable and to strengthen the enforceability of collateral security. In order to receive
these protections, a system must meet the criteria set out in the Settlement Finality

Regulations and be designated by the Bank of England.

Clearing Members, being participants of the Designated System, are also subject to
various obligations and requirements as a result of the Settlement Finality Regulations
and Companies Act 1989. Clearing Members must comply with, facilitate compliance by
the Clearing House with, and comply with any action taken by the Clearing House

pursuant to, the Settlement Finality Regulations and the Companies Act 1989.

Definitions

Cash Reinvestment Agent means an agent through which the Clearing House invests

Collateral and/ or Contributions;
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Designated System means the standardised formal arrangements, common rules and

procedures as set out in the Rules and the Settlement Finality Rules (to the extent

applicable), and related functionality which:

(@)

(b)

()

(d)

(e)

(f)

(9)

(h)

enables the Clearing House to give instructions to transfer to Clearing
Members amounts of money on the accounts of certain banks, credit

institutions, investment firms or settlement agents;

enables (a) the Clearing House to give instructions on behalf of Clearing
Members; and (b) Clearing Members to give instructions, in each case, to
transfer to the Clearing House amounts of money on the accounts of certain

banks, credit institutions, investment firms or settlement agents;

enables the Clearing House to give instructions to a Custodian to arrange for

the transfer of title to, and interest in, Securities and cash;

enables Clearing Members to give instructions to any of their custodians or the
operators of securities depositories to transfer title to, and interest in, Securities

and cash;

enables the Clearing House to give instructions to any of its Cash

Reinvestment Agents to arrange for the transfer of title to, and interest in, cash;

enables the Clearing House to become central counterparty to Clearing

Members in respect of Transactions;

enables the Clearing House and Clearing Members to fulfill the obligations they
incur in respect of Contracts and otherwise to one another pursuant to the

Rules;

enables transfers, assignments and novations, however effected, of Contracts
between Clearing Members in accordance with the Rules including following a

Declaration of Default; and

facilitates supplementary and incidental matters to the satisfaction of
obligations pursuant to Contracts and the collection and payment of amounts

due in accordance with the Rules.

Participant means the Clearing House, each Clearing Member, each Settlement Bank,

each Agent Bank, each Custodian and each Cash Reinvestment Agent and each other

person that is a participant (as defined in the Settlement Finality Regulations) in the

Designated System (and this Chapter 10 shall apply equally to any insolvency

practitioner appointed for, or with powers in respect of, a Participant).
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Payment Transfer Order has the same meaning as in the Settlement Finality

Regulations.

Securities has the same meaning as in the Settlement Finality Regulations.

Securities Transfer Order has the same meaning as in the Settlement Finality

Regulations.

Transfer Order means a Payment Transfer Order or a Securities Transfer Order.

10.3 Transfer Orders Arising

10.3.1 The points at which a Transfer Order takes effect as having been entered into the

Designated System are when:

Securities Transfer Orders

(@)

(b)

()

(d)

(e)

(f)

the Clearing House sends an instruction to a Custodian by SWIFT message or
such other form as set out in the Custody Agreement, to receive title to, and
interest in, Eligible Securities from an account of the Clearing Member to an
account of the Clearing House pursuant to Rule 6.1.6 (a Securities
Substitution);

the Clearing House sends an instruction to a Custodian by SWIFT message or
such other form as set out in the Custody Agreement to transfer the title to, and
interest in, Eligible Securities from an account of the Clearing House to an
account of the Clearing Member pursuant to Rule 6.1.6 (a Securities Return);

a Contract is registered by the Clearing House in the Clearing System in

accordance with Rule 5.2 (a Contract Order);

the transfer, assignment or novation of any Contract from a Clearing Member
to a Transferee Clearing Member occurs pursuant to Rule 3A.6 or Rule 5.3 (a

Contract Transfer);

the transfer of an Affected Contract from the Defaulting Clearing Member to
another Clearing Member including an Adopting Clearing Member occurs (an

Affected Contract Transfer);

the transfer of Eligible Securities by the Clearing House from a Clearing
Member or a Defaulting Clearing Member to another Clearing Member occurs
in respect of a Contract Transfer or an Affected Contract Transfer (a Securities

Collateral Transfer);
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(g) the Clearing House sends an instruction to a Custodian by SWIFT message or
such other form as set out in the Custody Agreement to transfer the title to, and
interest in, Eligible Securities from an account of the Clearing House to an
account of the Defaulting Clearing Member or its insolvency practitioner

pursuant to the Default Rules (a Securities Collateral Return);

Payment Transfer Orders

(h) the Clearing House sends an instruction to a Settlement Bank, by SWIFT
message or such other form as set out in the relevant Settlement Bank
Agreement, to transfer to the Clearing House an amount of money to be
debited from an account of the Clearing Member with the Settlement Bank
pursuant to the Rules including in respect of Contracts, Collateral, Contribution,
fees and charges, interest on Eligible Cash and Equivalent Distributions (a

Receipt);

(i) the Clearing House sends an instruction to a Settlement Bank, by SWIFT
message or such other form as set out in the relevant Settlement Bank
Agreement, to transfer to a Clearing Member an amount of money to be
debited from an account of the Clearing House pursuant to the Rules including
in respect of Contracts, Collateral, Contribution, interest on Eligible Cash and
Equivalent Distributions from the Clearing House’s account at the Settlement
Bank to the Clearing Member’s account at the Settlement Bank (a Payment);

(i) the transfer of Eligible Cash by the Clearing House from a Clearing Member or
a Defaulting Clearing Member to another Clearing Member, including an
Adopting Clearing Member, occurs in respect of a Contract Transfer or an

Affected Contract Transfer (a Cash Collateral Transfer);

(k) the Clearing House sends an instruction to a Settlement Bank, by SWIFT
message or such other form as set out in the relevant Settlement Bank
Agreement, to transfer to a Defaulting Clearing Member or its insolvency
practitioner or any Client or Security Trustee of the Defaulting Clearing Member
an amount of money to be debited from an account of the Clearing House
pursuant to any of the Default Rules or the Client Protection Agreement (a
Cash Collateral Return);

() the Clearing House sends an instruction to the Custodian, by SWIFT message
or such other form as set out in the Custody Agreement, to transfer to the
Clearing House or a Clearing Member including an Adopting Clearing Member,

or any Client or Security Trustee an amount of money to be debited from an
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account of the Clearing House with the Custodian as permitted by the Custody

Agreement (a Custody Cash Transfer);

(m) the Clearing House sends an instruction to the Cash Reinvestment Agent, by

(n)

(0)

(p)

SWIFT message or such other form as set out in the Cash Reinvestment
Agreement, to transfer to the Clearing House an amount of money to be
debited from an account of the Clearing House with the Cash Reinvestment
Agent or an account of the Cash Reinvestment Agent as permitted by the Cash

Reinvestment Agreement (a Reinvestment Cash Transfer);

the Clearing House sends an instruction to an Agent Bank to transfer to a
Clearing Member an amount of money to be debited from an account of the
Clearing House with the Agent Bank pursuant to the Rules in respect of

Contracts (a Settlement Out);

a Clearing Member sends an instruction to a bank to transfer an amount of
money to be debited from the account of the Clearing Member to an account of
the Clearing House with an Agent Bank pursuant to the Rules including in

respect of Contracts (a Settlement In);

the Clearing House sends an instruction to a Clearing Member to initiate a
transfer from its CLS Account to the CLS Account of another Clearing Member

pursuant to its delivery obligations under a Contract (a CLS Transfer).

10.4 Transfer Orders Irrevocable

104.1 The points at which a Transfer Order may not be revoked are:

Securities Transfer Orders

(@)

(b)

in respect of a Securities Substitution, the time at which the Securities are
transferred to an account in respect of which the Clearing House is beneficially
entitled by settlement system or book transfer or the time at which the Custodian
confirms to the Clearing House by SWIFT message or such other form as set out
in the Custody Agreement that such transfer will be made or that such transfer

has been made, whichever is earlier;

in respect of a Securities Return, the time at which the Securities are transferred
from an account in respect of which the Clearing House is beneficially entitled by
settlement system or book transfer or, provided it is later, the time at which the
Custodian confirms to the Clearing House by SWIFT message or such other

form as set out in the Custody Agreement that such transfer has been made;
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(c) in respect of a Contract Order, from the time of its registration by the Clearing

House in the Clearing System in accordance with Rule 5.2;

(d) in respect of a Contract Transfer, the time at which the Clearing House’'s books

and records are updated to reflect a successful Contract Transfer;

(e) in respect of an Affected Contract Transfer, the time at which the Clearing
House’s books and records are updated to reflect a successful Affected Contract

Transfer;

) in respect of a Securities Collateral Transfer, the time at which the Clearing
House’'s books and records are updated to reflect a successful Securities

Collateral Transfer;

(g) in respect of a Securities Collateral Return, the time at which the Securities are
transferred from an account in respect of which the Clearing House is
beneficially entitled by settlement system or book transfer or, provided it is later,
the time at which the Custodian confirms to the Clearing House by SWIFT
message or such other form as set out in the Custody Agreement that such

transfer has been made.

Payment Transfer Orders

(h) in respect of a Receipt, the time at which the Settlement Bank gives confirmation
to the Clearing House by SWIFT message type MT910 (Confirmation of Credit)
or, in the event of a failure of the SWIFT system or access to the SWIFT system
failing, by fax or in another form agreed in the relevant Settlement Bank
Agreement, that such payment will be made or that such payment has been

made by book transfer, whichever is earlier;

0] in respect of a Payment, the time at which the Settlement Bank gives
confirmation to the Clearing House by SWIFT or, in the event of a failure of the
SWIFT system or access to the SWIFT system failing, by fax or in another form
as agreed in the relevant Settlement Bank Agreement, that such payment has

been made by book transfer;

)] in respect of a Cash Collateral Transfer, the time at which the Clearing House’s
books and records are updated as a result of a successful transfer to reflect the

Cash Collateral Transfer;

(k) in respect of a Cash Collateral Return, the time at which Settlement Bank gives
confirmation to the Clearing House by SWIFT or, in the event of a failure of the

SWIFT system or access to the SWIFT system failing, by fax or in another form
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10.4.2

10.4.3

as agreed in the relevant Settlement Bank Agreement, that such payment has

been made by book transfer;

()] in respect of a Custody Cash Transfer, the time at which the Custodian gives
confirmation to the Clearing House by SWIFT or, in the event of a failure of the
SWIFT system or access to the SWIFT system failing, by fax or in another form
as agreed in the Custody Agreement of such debit of cash from the account of

the Clearing House with the Custodian;

(m) in respect of a Reinvestment Cash Transfer, the time at which the Cash
Reinvestment Agent gives confirmation to the Clearing House by SWIFT or, in
the event of a failure of the SWIFT system or access to the SWIFT system failing,
by fax or in another form as agreed in the Cash Reinvestment Agreement of
such credit of cash to the account of the Clearing House or such other account

as instructed by the Clearing House;

(n) in respect of a Settlement Out, the time at which the Agent Bank gives
confirmation to the Clearing House by SWIFT or, in the event of the SWIFT
system or access to the SWIFT system failing, by fax or in another agreed form
between the Clearing House and the Agent Bank, that such payment has been

made;

(o) in respect of a Settlement In, the time at which the Agent Bank gives
confirmation to the Clearing House by Swift or, in the event of a failure of the
SWIFT system or access to the SWIFT system failing, by fax or in another form
agreed between the Clearing House and the Agent Bank, of receipt of such

money in the Clearing House’s account at the Agent Bank;

(p) in respect of a CLS Transfer, the time at which the transfer order in the CLS
System which includes the CLS Transfer is specified as being irrevocable by the

rules of the CLS System.

A Transfer Order shall not be revoked or purport to be revoked by any Participant (or
any insolvency practitioner appointed in relation to the Participant), and shall be binding
on all such persons, after the times specified in this Rule 10.4 as being the time at which
such Transfer Order becomes irrevocable.

If two or more Transfer Orders exist in respect of the same obligation before becoming
irrevocable, all such Transfer Orders shall be valid. No duplication of an obligation to pay
should be considered valid and two or more Transfer Orders should not be considered

as duplicate solely on the grounds that they relate to the same obligation.
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10.5

10.5.1

10.5.2

10.6

10.6.1

10.6.2

10.6.3

10.7

10.7.1

10.7.2

Further provisions on Transfer Orders

No Transfer Order shall arise, enter the Designated System or become irrevocable

except as set out in the Settlement Finality Rules.

A Transfer Order and the provisions relating to it under this Chapter 10 of the Rules are

not dependent on the validity of the Contract to which it relates.

Provision of Information

The Clearing House and any Participant must provide, upon payment of a charge as
may be required by the Clearing House or a Participant, the following information to any
person who requests it, save where the request is frivolous or vexatious, within fourteen

(14) days of a request being made:

(a) details of the Designated System; and

(b) information about the main rules governing the functioning of the Designated
System.

The Clearing House will provide a copy of the information referred to in Rule 10.6.1 to
any Clearing Member upon request.

Each Participant will provide to the Clearing House such information as the Clearing
House may reasonably require from time to time in order to meet its obligations as

operator of the Designated System.

Notice to the Bank of England

Each Participant shall notify the Chief Operating Officer of the Clearing House, and the
Manager of the Payment Systems Oversight Financial Resilience Division of the Bank of
England forthwith in the event that:

(@) a creditors’ voluntary winding up resolution is passed in respect of the
Participant;

(b) atrust deed granted by the Participant becomes a protected trust deed; or

(c) any analogous event occurs in respect of the Participant under the laws of a

jurisdiction other than England.

Any such notice shall be given in writing and delivered in person or sent by recorded or
special delivery post to the recipient. If delivered in person, it shall be deemed to be
given when left at the relevant address. If sent by recorded or special delivery post, it

shall be deemed to be given two Business Days after posting.
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10.7.3 The addresses for notices are set out below:

CME Clearing Europe Limited
One New Change
London EC4M 9AF

Bank of England
Threadneedle Street
London EC2R 8AH
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111

1111

11.1.2

11.2

1121

11.2.2

11.2.3

11.2.4

11.2.5

CHAPTER 11
CONTRACT PERFORMANCE

Cash Settlement

A Contract shall be settled in cash on its expiration if pursuant to the applicable Contract

Specification there is an obligation to make or receive a payment in cash.

Where a Clearing Member enters into a Contract subject to cash settlement and such
Contract is not closed out prior to its expiration, the Clearing Member with an obligation
to make a payment under the Contract shall pay all amounts due in accordance with the

Contract Specification and the applicable Procedures.

Physical Delivery

A Clearing Member shall have in place all necessary arrangements with delivery
facilities and/or settlement agents as described in the Procedures and/or the Contract
Specification to facilitate the delivery of the underlying commaodity, asset or instrument
before the Clearing Member is eligible to clear a Transaction subject to physical delivery

with the Clearing House.

A Contract shall be subject to physical delivery on its expiration if pursuant to the
applicable Contract Specification there is an obligation to make or to take delivery of a
commodity, asset or other such instrument, as described in the relevant Contract
Specification.

Where a Clearing Member enters into a Contract subject to physical delivery and such
Contract is not closed out prior to its expiration, the Clearing Member shall be liable to
make delivery or receive delivery, as appropriate, of the commodity, asset or other such
instrument and/or to make any corresponding cash payment in accordance with the

Contract Specification and the applicable Procedures.

Where a Clearing Member enters into a Contract subject to physical delivery, the
Clearing Member shall provide to the Clearing House all information relating to delivery
facilities, locations, accounts and other relevant information as requested by the Clearing
House to be used to fulfil delivery, as set out in the applicable Procedures.

Where a Contract is subject to physical delivery, the Clearing House may require such
Contract to be settled in cash instead at a price determined by the Clearing House acting
reasonably, if the Clearing House believes such action is necessary to protect the

integrity of the Clearing House.
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11.2.6

11.2.7

11.3

11.31

11.3.2

11.3.3

Where a Contract is subject to physical settlement, the Clearing House may,
notwithstanding Chapter 9 of this Rulebook, impose a fine on a Clearing Member in
respect of a delivery failure. Details of when such fines may be imposed and the level of

such fines are set out in the relevant Procedure.

Where a Contract is subject to physical delivery, the Clearing House may, in its sole
discretion, delay the performance of its delivery obligations until it has received the

required amount of the relevant asset to be delivered from another Clearing Member.

Delivery Obligations

Except in relation to FX Obligations, the Clearing House may in accordance with the

relevant delivery Procedures:

(a) direct a Clearing Member who is a seller under a Contract to deliver the subject
matter of such Contract which it owes to the Clearing House to such other
Clearing Member, being a buyer of a Contract, as the Clearing House shall direct;
and

(b) direct a Clearing Member who is a buyer under a Contract to deliver the subject
matter of such Contract which it owes to the Clearing House to such other
Clearing Member, being a seller under a Contract, as the Clearing House shall
direct.

Delivery in accordance with directions given by the Clearing House pursuant to
Rule 11.3.1 will satisfy the performance of the delivery obligations of:

(@) the selling Clearing Member towards the Clearing House in respect of a Contract,

provided that the delivery has been made in accordance with Rule 11.3.1(a);

(b)  the Clearing House towards the selling Clearing Member in respect of a Contract

provided that delivery has been made in accordance with Rule 11.3.1(b);

(c)  the buying Clearing Member towards the Clearing House in respect of a Contract
provided that the delivery has been made in accordance with Rule 11.3.1(b); and

(d) the Clearing House towards the buying Clearing Member in respect of a Contract

provided that the delivery has been made in accordance with Rule 11.3.1(a).
Any information that is provided to a Clearing Member in order to facilitate a delivery in

accordance with Rule 11.3.1, including the subject matter of the Contract, the identity of

the other Clearing Member and the value of the delivery, may only be used by the
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114

1141

11.4.2

11.4.3

115

1151

11.6

116.1

11.6.2

Clearing Member for the sole purpose of making the delivery as directed by the Clearing
House. The Clearing Member consents to the publication of any such information on the
Website.

Delivery Obligations — FX Obligations

With respect to FX Contracts, each Clearing Member shall have delivery obligations
directly to such other relevant Clearing Member as shall be determined by the Clearing
House (each such obligation, whether settled through the CLS System, the Clearing

House or otherwise, is an FX Obligation).

Each such FX Contract shall remain in force between the Clearing House and the

Clearing Member after its expiration except that:

(@) the Clearing House shall not have any obligations (including, without limitation,
any obligation to deliver) in respect of an FX Contract or an FX Obligation except

as expressly provided for in Rules 11.6 and 11.7; and

(b)  although no Clearing Member is obliged to deliver to the Clearing House in
relation to such FX Contract, the Rules and Procedures (including, without
limitation, Rules 2.3.1, 2.3.2, 11.6.3(b), 11.7 and Chapter 8) shall continue to
apply to each Clearing Member in respect of such FX Contract and any related
FX Obligation and Unsettled FX Obligation,

and expiration and expiry of an FX Contract shall be construed accordingly.

This Rule 11.4 is subject to Rules 11.6 and 11.7.

Option Premium

A Clearing Member entering into a Transaction in respect of an option with an obligation
to pay shall pay the option premium amount in accordance with the Contract
Specification.

Delivery Failure

A Clearing Member shall ensure that any settlement and/or delivery obligations in
respect of a Contract shall occur in accordance with the timings as described in the

Contract Specification and the relevant Procedure.

In the event a Clearing Member fails to perform its delivery obligations to the Clearing
House or another Clearing Member:
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(@)

(b)

(©)

(d)

(€)

the Clearing Member shall indemnify the Clearing House in accordance with
Rules 2.3.1, 2.3.2 and 11.6.3(b);

the Clearing House will not return any Collateral held in respect of the relevant
Contract(s) until the Clearing Member’s obligations to the Clearing House or (in
the discretion of the Clearing House) to the other Clearing Member in respect

of the Contract have been satisfied;

the Clearing House may declare an Event of Default in accordance with
Rule 8.2.1;

the Clearing House may, at its absolute discretion, take any other action as it
deems appropriate to remedy the delivery failure at any stage (including but not
limited to the right to purchase or sell, as applicable, the commodity, asset or

other instrument subject to delivery); and

the Clearing House may require the Clearing Members to take the actions set
out in Rule 11.6.6.

11.6.3 Without prejudice to the generality of Rules 2.3.1 and 2.3.2, in the event that there is, in

the reasonable opinion of the Clearing House, a delivery failure in respect of a physically

settled Contract or part thereof:

(@)

the sole obligation of the Clearing House to the Clearing Member whose
actions or omissions did not cause or contribute to the delivery failure is to pay
an amount equal to the loss suffered by such Clearing Member, after such
Clearing Member has used reasonable endeavours to minimise the loss, which
shall not exceed the aggregate of:

0] (A) the spot FX price of the delivery asset (for Exchange Contracts that
are FX Contracts) or the reasonable mark-to-market value of the delivery
asset (for other physically settled Contracts) at the earliest time the
delivery obligations in respect of a Contract could be concluded by the
Clearing Member following awareness that a settlement failure has
occurred or is significantly likely to occur as reasonably determined by
the Clearing House; less (B) the final settlement price of such Contract
as determined on the expiry day of such Contract; and

(i) in the discretion of the Clearing House, any expenses incurred by the
Clearing Member in converting the original delivery asset of such

Contract, as the Clearing House considers are reasonably incurred,

the result being the Replacement Cost; and
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(b)

the Clearing Member whose actions or omissions did cause or contribute to the
delivery failure shall indemnify the Clearing House for the loss suffered by the
Clearing House, which the Clearing House may determine to be an amount
equal to the Replacement Cost which it owes a corresponding Clearing

Member.

11.6.4 The Clearing House shall not:

(@)

(b)

make or accept delivery of the actual asset that is the subject matter of the

contract; or

pay any damages relating to the accuracy, genuineness, completeness, or
acceptability of certificates, instruments, warehouse receipts, shipping

certificates, or other similar documents.

11.6.5 Notwithstanding any provisions in the Rules, including Rule 11.6.3, if:

(@)

(b)

the Clearing Member fails to notify the Clearing House of the delivery failure no
later than the time specified in the relevant delivery Procedure for such
notification; or

with respect to Contracts where delivery obligations are fulfilled directly
between Clearing Members in accordance with Rule 11.3, 11.4 and the

Procedures either:

() if the original settlement procedure had anticipated settlement through

the CLS System, settlement failure was caused by the CLS System; or

(i)  if the Clearing Members had agreed an alternative settlement procedure
prior to becoming aware that a settlement failure had occurred or was
significantly likely to occur, they did not obtain the prior consent of the

Clearing House to such alternative settlement procedure,

then:

(A) a Clearing Member shall have no recourse against the Clearing
House in relation to a Contract under which the Clearing House

has not fulfilled its delivery obligations; and

(B) the Clearing House shall have no liability for any losses suffered
or costs incurred by a Clearing Member or any other person
arising out of or connected to the Clearing House’s failure to fulfil a

delivery obligation including any Replacement Cost.
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Actions in the event of a delivery failure

11.6.6 In the event of a delivery obligation failure, the Clearing House may, at its sole discretion:

(@)

(b)

instruct the Clearing Member which has failed to meet all or any part of a delivery
obligation to, at the Clearing Member’'s cost, fulfil its outstanding delivery

obligation as directed by the Clearing House; and/or

instruct the Clearing Member which has not received all or any part of an asset
due to it under a Contract to procure the amount of the asset which has not been
delivered and the Clearing House may release any assets delivered to it for such

purpose.

11.7 Delivery Failure — FX Obligations and Defaulting Clearing Members

11.71 This Rule 11.7 applies only to the extent that all of the following are satisfied:

(a) itapplies to FX Obligations that are owed by or to a Defaulting Clearing Member;
(b) any of those FX Obligations have not been satisfied; and
(c) the Clearing House has been notified of this in accordance with paragraph 5.23
of the FX Delivery Procedures.
11.7.2 Notwithstanding any other provision of the Rules or otherwise, the only obligations and

liability of the Clearing House under or in relation to a FX Obligation, an FX Contract to

which a FX Obligation relates or a Temporary Contract is contained in this Rule 11.7.

However, the Clearing House may exercise alternatively or additionally any rights (and

shall have the protections) under this Chapter 11 and otherwise.

Evaluation by Clearing House between Declaration of Default and Step-In Time

11.7.3 Promptly after issue of the relevant Declaration of Default, the Clearing House shall:

@)

(b)

notify each Relevant FX Clearing Member of the delivery default and instruct
them not to settle a FX Obligation except in accordance with this Rule 11.7 (and
each Relevant FX Clearing Member shall comply immediately with such

instructions);

in respect of FX Obligations that are being settled by Wire Transfer (as

contemplated in the FX Delivery Procedure), if:
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11.7.4

11.7.5

0] the Relevant FX Clearing Member has delivered currency to satisfy all of

its FX Obligations to the Defaulting Clearing Member; and

(i)  the Clearing House does not believe that an Event of Default has or is
reasonably likely to occur in relation to such Relevant FX Clearing

Member,

return to the Relevant FX Clearing Member any of such currency which relates to its

unsettled FX Obligations with the Defaulting Clearing Member;

(c) identify such Paired FX Obligations and related pairs of Relevant FX Clearing

Members as it determines necessary to manage the relevant default; and

(d) identify Matching Collateral and Contributions of the Defaulting Clearing Member
for the purposes of Rules 11.7.4 and 11.7.5(c),

and the time of completion of this process (determined by the Clearing House in its

discretion) is the Step-in Time.

To obtain Matching Collateral of the Defaulting Clearing Member, the Clearing House

may exchange at a market rate determined by it:

(@) any Eligible Cash Collateral standing to the credit of the House Account of the

Defaulting Clearing Member; for

(b) any Contribution of the Defaulting Clearing Member which is in the same

currency as a FX Obligation of the Defaulting Clearing Member,

so that the Collateral shall become (and be treated for all purposes) as Contribution
and vice versa. Notwithstanding any other provision of the Rules or agreement with a
Clearing Member, any obligation of the Clearing House to deliver Equivalent Assets to
a Clearing Member under any Rule (including, without limitation, under Rule 3.10) shall
be subject to this Rule 11.7.4.

Actions at the Step-In Time

At the Step-in Time, automatically and without any further action:

(@) new FX Obligations shall come into existence between the Relevant FX Clearing

Members and on the terms of the Paired FX Obligations identified pursuant to
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Rule 11.7.3, except that if the Paired FX Obligation of a Relevant FX Clearing
Member:
0] was owed to the Defaulting Clearing Member, the new FX Obligation shall

be owed to the other Relevant FX Clearing Member; and

(i)  was owed by the Defaulting Clearing Member, the new FX Obligation shall

be owed by the other Relevant FX Clearing Member;

(b) the Defaulting Clearing Member and each Relevant FX Clearing Member shall
be released from their existing FX Obligations to the extent of such new FX

Obligations;

(c) any remaining FX Obligations shall be fully or partially settled by setting-off any
Matching Collateral of the Defaulting Clearing Member against an amount
proportionate to the Relevant FX Clearing Member's FX Obligation as

determined pursuant to Rule 11.7.3 provided that:

0] the Clearing House determines, in relation to any FX Obligation of the
Defaulting Clearing Member, that it is holding cash in full settlement of
the Relevant FX Clearing Member’s matching FX Obligation; and

(i)  the Clearing House shall deliver any such settlement by Wire Transfer;
and

(i)  the Clearing House shall use best endeavours to complete actions in this
Rule 11.7.5(c) on the same day as the Declaration of Default has been
issued.

(d) in relation to each Relevant FX Clearing Member, a Temporary Contract shall
come into existence between the Clearing House and the Relevant FX Clearing
Member; a Termination Swap shall come into existence; and the Temporary

Contract and the Termination Swap shall net to zero; and

(e) the Defaulting Clearing Member and each Relevant FX Clearing Member shall
be released from any remaining Unsettled FX Obligations between each other
but, although no Clearing Member is obliged to deliver to the Clearing House in
relation to such FX Contract, the Rules and Procedures (including, without
limitation, Rules 2.3.1, 2.3.2, 11.6.3(b), the remainder of this Rule 11.7 and
Chapter 8) shall continue to apply to each Clearing Member in respect of such
Unsettled FX Obligations.
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11.7.6

11.7.7

Replacement Transactions between Step-In Time and Settlement Deadline

A Relevant FX Clearing Member may enter into any spot or future to replace Unsettled
FX Obligations (each a Replacement Transaction) and, if it does, it shall provide to the
Clearing House evidence acceptable to the Clearing House (acting reasonably) of the
existence and terms of such Replacement Transaction and when it was executed. The
Clearing House shall, at the request of the Relevant FX Clearing Member, use
reasonable endeavours to assist in arranging any Replacement Transaction before the

Settlement Deadline, but the Clearing House:

(a)  has no obligation to facilitate such transaction; and

(b)  will not be a counterparty to such transaction.

If the acts or omissions of a Relevant FX Clearing Member did not cause or contribute to
the delivery failure of the Defaulting Clearing Member, then (in consideration for the

Termination Swap):

(a) if a Replacement Transaction is executed on or before the Settlement Deadline,
the sole obligation of the Clearing House to the Relevant FX Clearing Member is
to pay an amount equal to the loss suffered by such Clearing Member, after such
Clearing Member has used reasonable endeavours to minimise the loss, which

shall not exceed the aggregate of:

0] (A) the spot FX price of the delivery asset (for FX Obligations that relate
to Exchange Contracts that are FX Contracts) at the earliest time the FX
Obligations could be concluded by the Relevant FX Clearing Member
following awareness that a settlement failure has occurred or is
significantly likely to occur as reasonably determined by the Clearing
House; less (B) the final settlement price relating to such FX Obligation

as determined on the expiry day; and

(i)  in the discretion of the Clearing House, any expenses incurred by the
Relevant FX Clearing Member in executing the Replacement
Transaction, as the Clearing House considers are reasonably incurred;

and

(b) if a Replacement Transaction is not executed on or before the Settlement

Deadline:
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0] the Clearing House shall calculate the obligations that would have been
owed between it and the Relevant FX Clearing Member if the relevant
Unsettled FX Obligation had been settled in cash on the original due

date for delivery; and

(i)  the Clearing House or (as the context requires) the Relevant FX Clearing
Member shall pay to the other on the Settlement Date (or as otherwise

instructed by the Clearing House) an amount equal to such obligation.

11.7.8 If the acts or omissions of a Relevant FX Clearing Member cause or contribute to the
delivery failure of the Defaulting Clearing Member, then the Relevant FX Clearing
Member shall indemnify the Clearing House on demand for any loss, liability, cost or

expense incurred by the Clearing House.
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12.1

1211

12.1.2

12.2

1221

CHAPTER 12
REPORTING

Regulatory reporting of Contracts

The Clearing House will report its counterparty data and the common data relating to the
conclusion, modification and termination of each Contract to the Trade Repository to

satisfy its obligations under EMIR.

The Clearing House will report to the Trade Repository the Clearing Member's
counterparty data (the Clearing Member Counterparty Data) and the common data
(the Clearing Member Common Data) relating to the conclusion, modification and
termination of each Contract to the Trade Repository on behalf of the Clearing Member

provided that:

(& The Clearing Member has not given notice to the Clearing House pursuant to
Rule 12.2.1;

(b) The Clearing Member has entered into and is party to the CME Repository

Services User Agreement and has paid any fees owing to the Trade Repository;

(c)  The Clearing Member has entered into any agreement which the Clearing House
may reasonably require and has paid to the Clearing House any fees applicable
to it in respect of the service set out in this Rule 12.1.2; and

(d) The Clearing Member has provided the information which the Clearing House
reasonably requires to complete the Clearing Member Reports on behalf of the
Clearing Member and the Clearing House has no reason to consider that the
data in the Clearing Member Reports is not accurate and complete in all material

respects.

Opting out of the reporting service

The Clearing House will not make the Clearing Member Reports on behalf of the
Clearing Member if the Clearing Member gives written notice to the Clearing House in
the prescribed form available on the Website stating that it does not want the Clearing
House to do so. The Clearing House will be entitled to interpret any such notice as
relating to the conclusion, modification and termination of all Contracts recorded in
Accounts relating to the Clearing Member, including those so recorded at and following
the Reporting Switch-Off Date until a subsequent Reporting Switch-On Date and shall
not make Clearing Member Reports in respect of such Contracts for such period. The

Reporting Switch-Off Date is such date as the Clearing House shall specify by written
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12.2.2

12.2.3

12.3

12.3.1

12.4

1241

125

1251

notice to the Clearing Member, which date shall not be later than 5 (five) Business Days

from the date of receipt of the Clearing Member’s notice by the Clearing House.

If, having initiated a Reporting Switch-Off Date, the Clearing Member wants the Clearing
House to make the Clearing Member Counterparty Reports in relation to Contracts
credited to the Accounts relating to the Clearing Member in accordance with Rule 12.1.2,
the Clearing Member will give written notice to the Clearing House in the prescribed form
available on the Website stating that it wants the Clearing House to do so. The Clearing
House will be entitled to interpret such notice as relating to the conclusion, modification
and termination of all Contracts recorded in Accounts relating to the Clearing Member,
including those so recorded at and following the Reporting Switch-On Date until a
subsequent Reporting Switch-Off Date and shall make Clearing Member Reports in
respect of such Contracts in accordance with Rule 12.1.2. The Reporting Switch-On
Date is such date as the Clearing House shall specify by written notice to the Clearing
Member, which date shall not be later than 5 (five) Business Days from the date of

receipt of the Clearing Member’s notice by the Clearing House.

The Clearing House will not make the Clearing Member Reports on behalf of the
Clearing Member if the Clearing Member does not satisfy the conditions in Rule 12.1.2

even if the Clearing Member has not given notice in accordance with Rule 12.2.1.

No reporting by the Clearing Member

In order to avoid duplication, unless the Clearing Member has notified the Clearing
House in accordance with Rule 12.2.1 or failed to satisfy any of the conditions in Rule
12.1.2, the Clearing Member shall not report the Clearing Member Counterparty Data or

the Clearing Member Common Data relating to any Contract to a trade repository.

Contents of the reports

The Clearing House shall make available on the Website details of the data that will be

reported in each field of the Clearing Member Reports.

Clearing Member responsibilities

As a registered user of the Trade Repository, the Clearing Member may access all data
reported to the Trade Repository by the Clearing House. It is the Clearing Member’s
responsibility to check the Clearing Member Reports made to the Trade Repository by
the Clearing House are accurate and complete in all material respects and, if they are
not, to engage directly with, the Trade Repository to correct such data in accordance
with the TR Rulebook.
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125.2

125.3

12.6

12.6.1

12.6.2

If the Clearing Member corrects any Clearing Member Reports, it shall also notify the
Clearing House. The Clearing House shall be entitled to use any such data for the

purposes of future Clearing Member Reports but shall not be at fault if it fails to do so.

The Clearing Member remains responsible for the reporting of the Clearing Member
Counterparty Data and the Clearing Member Common Data relating to each Contract in
accordance with EMIR. The Clearing House shall be entitled to rely on the data in the
Clearing System and any data received by the Clearing House from the Clearing

Member for the purposes of making the Clearing Member reports.
Miscellaneous

The Clearing Member acknowledges that the Clearing House is obliged to comply with

the TR Rulebook in relation to its obligation pursuant to Rule 12.1.2.

The Clearing Member acknowledges that the Clearing House may report to the Trade

Repository:

(@) The Clearing Member Counterparty Data and the Clearing Member Common
Data relating to a Transaction or Corresponding Transaction on behalf of the
Clearing Member subject to the Clearing House’s terms and conditions for such

service; and/or

(b) the Client's counterparty data and the common data relating to the conclusion,
modification and termination of each Transaction and Corresponding
Transaction to the Trade Repository on behalf of the Client subject to the

Clearing House's terms and conditions for such service,

in which case, the Clearing Member consents to the disclosure of information about
itself as counterparty to the Client and the common data relating to the Transaction

or Corresponding Transaction to the Trade Repository.

138

CFD-#14673508-v1



SUPPLEMENT S-1 - Exhibit A-5

Request:

Attach, as Exhibit A-5, the current rules, regulations, guidelines and bylaws of the clearing
organization.

Response: See Exhibits A-5(1) and A-5(2), and FORM FBOT Exhibit A-6.



BANK OF ENGLAND

Paul Brione

Senior Manager, CCP Supervision
Market Infrastructure Directorate

T +44 (0)20 7601 3053
paul.brione@bankofengland.gsi.gov.uk

3 June 2014

Sarah Josephson

Director, Office of International Affairs

U.S. Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st Street, NW

Washington, DC 20581

Re: Regulatory Standing of CME Clearing Europe Limited

Dear Ms. Josephson:

The Bank of England can confirm the following:

1.

6.

On 1 April 2013 the Bank of England (“the Bank”) became responsible for the regulation of recognised
clearing houses.

CME Clearing Europe Ltd (the “Firm”) is recognised by the Bank under Part 18 of the Financial
Services and Markets Act 2000 (“the Act”) as a clearing house which provides clearing services in the
United Kingdom. In order to be recognised as a clearing house, the Firm must meet the UK’s
recognition requirements. These include requirements to:

a. hold sufficient financial resources for the proper performance of its functions as a recognised
clearing house;

have adequate and appropriate systems and controls;

ensure that its facilities are such as to afford proper protection to investors;

be willing and able to promote and maintain high standards of integrity and fair dealing; and
meet standards of fithess and propriety.

cooo

The Bank is also the competent authority for central counterparties established in the United Kingdom
for the purposes of Regulation No 648/2012 of the European Parliament and of the Council of 4 July
2012 on OTC derivatives, central counterparties and trade repositories (“EMIR”). The Firm applied for
authorisation as a central counterparty under Article 14 of EMIR but that application has yet to be
determined.

As a result of its status as a recognised clearing house, the Firm is regulated and supervised by the
Bank.

The Bank supervises the Firm within the framework of UK and EU regulations and standards which
follow the CPSS-I0SCO Principles for Financial Market Infrastructures.

The Bank has taken no enforcement or disciplinary action against the Firm as at the date of this letter.

Yours sincerely

Paul Brione
Senior Manager, CCP Supervision

CC:

Duane Andresen



SUPPLEMENT S-1—EXHIBIT A-7

Request: Attach a summary of any disciplinary or enforcement actions or proceedings that have
been brought against the clearing organization, or any of the senior officers thereof, in the past
five years and the resolution of those actions or proceedings.

Response:

No disciplinary or enforcement actions or proceedings have been brought against CMECE or any
of its senior officers in the past five years.



UNDERTAKING PURSUANT TO 17 C.F.R. PART 48,
APPENDIX—SUPPLEMENT S-1 TO FORM FBOT, EXHIBIT A-8

The undersigned hereby undertakes promptly to notify the Commodity Futures Trading
Commission Staff if any of the representations made by CME Clearing Europe Ltd. (CMECE)
in connection with, or related to, this Supplement S-1 to Form FBOT and the Exhibits thereto
ceases to be true or correct, or becomes incomplete or misleading to the best of my knowledge.

s U—g [///(?/ﬂ/\ Dated: Z",./i‘ / (Y

Lee Betsill, Chief Executive Officer
CME Clearing Europe Limited
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CME CLEARING EUROPE LIMITED - SUPPLEMENT S-1 — EXHIBIT B
Request:
Attach, as Exhibit B, the following, separately labeling each description:

1) A description of the categories of membership and participation in the
clearing organization and the access and clearing privileges provided to each
by the clearing organization.

(2 A description of all requirements for each category of membership and
participation and the manner in which members and other participants are
required to demonstrate their compliance with these requirements. The
description should include, but not be limited to, the following:

0] Professional Qualification. A description of the specific professional
requirements, qualifications, and/or competencies required of
members or other participants and/or their staff and a description of
the process by which the clearing organization confirms compliance
with such requirements.

(i) Authorization, Licensure and Registration. A description of any
regulatory or self-regulatory authorization, licensure or registration
requirements that the clearing organization imposes upon, or enforces
against, its members and other participants including, but not limited
to any authorization, licensure or registration requirements imposed
by the regulatory regime/authority in the home country jurisdiction(s)
of the clearing organization, and a description of the process by which
the clearing organization confirms compliance with such
requirements.

(iii)  Financial Integrity. A description of the following:

(A)  The financial resource requirements, standards, guides or
thresholds required of members and other participants.

(B)  The manner in which the clearing organization evaluates the
financial resources/holdings of its members or other
participants.

(C)  The process by which applicants for clearing membership or
participation  demonstrate compliance  with  financial
requirements including:

(1)  Working capital and collateral requirements, and
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2 Risk management mechanisms.

(iv)  Fit and Proper Standards. A description of any other ways in which
the clearing organization ensures that potential members/other
participants meet fit and proper standards.

Response:

Categories of Membership

Clearing Members are direct participants in the clearing system (Rules 3.1.5 and 3Al1.2(a)),
while customers of Clearing Members (“Clients”), and their non-Clearing Member affiliates, are
indirect participants. In addition, in relation to the clearing of exchange-traded derivatives,
Clients also include Trading (or non-Clearing) Members of the exchange. The membership
requirements enable Clearing Member firms to elect to clear: (i) only their own account
(proprietary business); (ii) only Client accounts (brokerage business); or (iii) both. Clearing
Member status is not limited to specific types of financial institutions. A firm that chooses to be
an indirect participant (i.e., a Client of a Clearing Member) may itself be eligible under the
membership requirements to obtain Clearing Membership of CMECE. Also, there are no
shareholding requirements as a condition of participation in clearing with CMECE; Clearing
Members do not have any ownership interest in CMECE.

CMECE has two product-categories of Clearing Membership: Standard Clearing Members and
IRS Clearing Members, though a Clearing Member may belong to both categories (Rule 3.1.2).
The core membership requirements in each category are risk related and are the same for all
Clearing Members in that category. However, the specific requirements for the clearing of OTC
commodity derivatives and exchange-traded derivatives differ in some respects from those
requirements applicable for the clearing of interest-rate swaps (described further below).*

Membership Requirements

CMECE’s Clearing Membership requirements are objective, transparent and non-discriminatory.
The requirements are contained in the CMECE Rulebook (*Rulebook™), which is available on
the CMECE website at the following link: http://www.cmegroup.com/europe/clearing-
europe/membership/filessf CMECE-Rulebook.pdf. Each requirement is designed to address risks
that must be managed by CMECE as a CCP to ensure the safety and efficiency of its markets. As
described below, there are core membership requirements, which must be met by members on an
on-going basis, and also special, higher or supplement requirements that can be applied by
CMECE on the basis of risk assessment.

! While Client account business is afforded specific, protective treatment under CMECE’s Default Rules, CMECE
does not routinely enter into contractual relationships with Clients of its Clearing Members, with the exception of
certain limited arrangements under the CMECE Client Protection Agreement which provides certain Clients with
additional rights in the event of the failure of their Clearing Member.
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Rule 3.2.1 states that to become, and remain, a Clearing Member a person must at all times:

(i) be incorporated as a body corporate, partnership or other business organisation or
entity in any jurisdiction;

(if) have all necessary authorisations, licences, permissions, approvals or equivalent in
respect of each Regulatory Authority required to enter into and clear through the
Clearing House Transactions, including, where relevant, Transactions with or on
behalf of Clients and Third Party Trade Delegates;

(iii)comply with all Applicable Law and the requirements of each Regulatory Authority
which has jurisdiction over the Clearing Member to the extent that failure to do so
would be likely to have a material adverse effect on the Clearing Member’s suitability
as a Clearing Member;

(iv) be subject to Applicable Law relating to money laundering and terrorist financing that
requires it to undertake due diligence and identity verification measures on its Clients;

(v) not be subject to an Insolvency Event or an Event of Default or any circumstances
pursuant to which it is, or is likely to be, unable to discharge any obligation to the
Clearing House;

(vi)comply with all regulatory capital requirements applicable to it;

(vii) maintain capital of at least the type and amount set out in the Membership
Procedure;

(viii) in the case of a Standard Clearing Member, have provided to the Clearing House
its Contribution to the Standard Guarantee Fund and, in the case of an IRS Clearing
Member, have provided to the Clearing House its Contribution to the IRS Guarantee
Fund, in each case in accordance with the Rules and the Membership Procedure;

(ix)have provided to the Clearing House sufficient Eligible Assets to satisfy its Collateral
Requirement in accordance with the Rules;

(x) have the Bank Accounts set out in Rule 4.2.2, and, if relevant, the accounts with the
Agent Bank and the CLS Account set out in Rule 4.2.3;

(xi)be party to an executed Clearing Membership Agreement and such other agreements
as set out in the Membership Procedure;

(xii) have nominated a Representative to be responsible for the Clearing Member’s
actions and represent the Clearing Member before the Clearing House and its
Committees (a Nominee);

(xiii) have nominated a Representative to be the Clearing House’s key contact person
and to register such of its and its Clients’ Representatives as will be permitted to
submit Transactions to the Clearing House (the Transaction Manager);

(xiv) ensure that a Representative, who is sufficiently senior and familiar with the
Rules and the Clearing Member’s activities in relation to the Clearing House, is
available to deal with any query or issue raised by the Clearing House;

(xv)  with respect to an IRS Clearing Member only:
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(a) have nominated at least two officers or employees to be members of the IRS
Default Management Committee, one of which may be required to serve on
the IRS Active Default Committee at any time, in accordance with its terms of
reference and the IRS Default Management Guidelines; and

(b) upon request of the Clearing House, submit nominations for an independent
member of the IRS Risk Committee;

(xvi) not have been, or have any senior Representative (in director position or above)
who has been, convicted of any offence involving fraud, theft, false accounting,
offences against the administration of public justice, serious tax offences or other
dishonesty or an offence relating to companies, insurance, banking, other financial
services, consumer credit or consumer protection, money laundering, market abuse or
insider dealing or be, or have any senior Representative (in director position or above)
who is, under investigation for committing such an offence, if, in each case, such
circumstance has or would be likely to have an adverse effect on the Clearing
Member’s ability to comply with the Rules;

(xvii) satisfy the Clearing House as to its fitness and propriety, financial, operational,
technical and risk management capacity and competence and have such personnel,
facilities and organisational arrangements to be able to satisfy its obligations under
the Rules;

(xviii) satisfy the Clearing House that it has in place adequate written anti-money
laundering, risk management and disaster recovery, business continuity, record
keeping and reporting policies and procedures to ensure that it is able to perform its
obligations under the Rules;

(xix) be engaged in or demonstrate immediate capacity to engage in the conduct of a
Clearing Member in respect of the Transactions to be cleared and the performance of
all the obligations of a Clearing Member set out in the Rules;

(xx)  have available to the Clearing House for inspection, upon reasonable request by
the Clearing House, its books and records regarding Transactions cleared by the
Clearing House;

(xxi) demonstrate that it is in compliance with the Rules;

(xxii) satisfy any further requirements which the Clearing House may reasonably
impose on a Clearing Member from time to time; and

(xxiii) with respect to a Standard Clearing Member clearing Exchange Transactions,
have been accepted as and remain a member of the Exchange.

These rules also apply to each of the Clearing Member’s Parent Undertaking” and Guarantors
(Rule 3.2.2).

2 “Parent Undertaking” has the meaning given in section 1162 of the Companies Act 2006.
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Professional Qualification

CMECE has Clearing Membership requirements that apply to professional qualifications and
required competencies for both Standard and IRS Clearing Members. (Firms wishing to clear
both product-categories must fulfill both sets of requirements.) Some of these key requirements,
and the risks that the requirements seek to address, are identified in the table below:

Requirement Generic Risk focus of

requirement

Operational and Yes N/A Avoidance of
technical capacity to act difficulties with
as Clearing Member member’s fulfillment
(Rule 3.2(q) & of routine operational
Procedure 10.1 for IRS requirements
market experience etc.)
Adequacy of disaster Yes N/A As above, in
recovery and business exceptional cases
continuity arrangements where business
(Procedures 9.1 & 9.2)° recovery is necessary
Risk management Yes N/A Ability of firm to
competence manage proprietary and
(Rule 3.2(q) & client risks and in
Procedure 10.2 for IRS relation to IRS also its
risk management ability to participate
capabilities) fully in CMECE’s
default management
arrangements
Participation in default No, IRS only Commitments to Reduction of default
management participate in default | management risk by
arrangements management enlisting trading and
(Procedures 10.2) exercises, default risk management

management group | expertise of IRS
and default auction | Clearing Members and
incentivisation of their

® Clearing Members must maintain adequate and tested disaster recovery and business continuity policies and
procedures (CMECE Clearing Procedure 9.1). This reinforces regulatory requirements as well as a Clearing Member
firm’s best practice. In addition, CMECE requires that Clearing Members must participate in disaster recovery tests
with CMECE on an annual basis (CMECE Clearing Procedure 9.2).
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bidding competitively
for defaulter’s portfolio

Written client Yes N/A
agreements obligatory
for broker-Clearing

Clarity of broker-client
arrangements ;
avoidance of potential

Members legal risk for CMECE
(Rule 3A 1.2)

Provision of financial Yes N/A Input to credit risk
and regulatory returns to management by
CMECE

CMECE
(Procedures 7-8)

Authorization, Licensure and Registration

CMECE Clearing Members must, as a condition of membership, have obtained regulatory
authorizations for all aspects of their business requiring authorization. Regulatory capital
requirements, risk management standards covering liquidity needs, credit policies and market
risk models, and conduct of business requirements are imposed on Clearing Members under the
relevant regulatory regimes applicable to that Clearing Member, in line with local requirements
and international regulatory standards and overseen by their relevant regulatory authorities.
Further, many of the Clearing Membership requirements in the CMECE Rulebook reinforce
regulatory requirements that are directly binding on Clearing Members, such as the requirements
that Clearing Members must maintain robust business recovery plans and facilities and rigorous
anti-money-laundering procedures.

Financial Integrity

CMECE also has Clearing Membership requirements that apply to financial integrity for both
Standard and IRS Clearing Members. (Firms wishing to clear both product-categories must

fulfill both sets of requirements.) Some key financial membership requirements, and the risks
that the requirements seek to address, are identified in the table below:

Requirement Generic OTCand ETD Risk focus of
requirement
Minimum No £10mn €350mn or if Base level of
capital (Tier 1 higher capital | capital adequacy
regl_JIaItory equal to 20% of | for membership.
capital IRS collateral Note that the
definition or . - .
requirement ; minimum capital
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equivalent) banks must also | requirements are
(Procedure 2.3) meet a Total not additional to
Risk-Based the regulatory
capital ratio of | capital
at least 10% requirements of
Clearing
Members
Minimum No Standard Clearing | €10mn Establishment of
contribution to Member’s robust default

guarantee funds
(Procedure 6.1)

Contribution is the
higher of:

() USD 500,000
if the Standard
Clearing
Member only
clears
Contracts
which have a
commodity as
the underlying

asset;

(b) USD 15
million if the
Standard
Clearing
Member  only
clears
Contracts
which have a
currency/curren
cies as the
underlying
asset (such

Contracts can
be either or
both Exchange
Contracts and
Contracts

which are not

resources;
incentivisation
of membership
to support
prudent risk
policies
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Exchange
Contracts); or

(c) USD 2 million
if the Standard
Clearing
Member clears
both Contracts
which have a
commodity as
the underlying

asset and

Contracts

which have a

currency/curren

cies as the

underlying

asset.
Minimum credit | Yes N/A N/A Counterparty
assessment quality/reduction
score from in credit risk of
CMECE membership
(Procedure 4.6)

Also, the CMECE Rulebook sets out the principal-to-principal legal basis of its relationship with
Clearing Members (see (Rule 3.1.5 for further details), in which Clearing Members are fully and
legally responsible for the obligations of their Clients under the CMECE Rulebook in respect of
all client account registrations at CMECE. CMECE believes that the principal-to-principal
structure acts as an incentive to Clearing Members to manage their client risks appropriately. It
is, accordingly, the primary responsibility of Clearing Members to protect themselves adequately
against the risks of Client non-performance and failure. This responsibility is reinforced by
regulatory requirements for credit risk modelling and capital cushions in respect of exposures to
clients.

One of the most significant requirements on Clearing Members are the collateral requirements of
Clearing Membership, which include not only the provision of initial margin and the payment of
variation margin but also of contributions to the guarantee funds of CMECE. The collateral
requirements of membership increase with the market risk inherent in the positions registered by
each Clearing Member, and if the risk-composition of the positions of two Clearing Members is
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identical then, ceterus paribus, their collateral requirements would also be identical as the risk
management systems of CMECE operate on a rule-based and non-discriminatory model.

Fit and Proper Standards

CMECE Rule 3.2(q) requires applicants for Clearing Membership to satisfy CMECE of “their
fitness and propriety, financial, operational and technical and risk management capacity and
competence and have such personnel, facilities and organisational arrangements to be able to
satisfy its obligations under the Rules.” CMECE staff assess whether applicants meet this
requirement before considering any application from a prospective Clearing Member. As with
all membership requirements, satisfaction of this condition is an ongoing obligation for all
Clearing Members and subject to continual review by CMECE.

Discretionary Requirements
The Rulebook also permits CMECE to apply certain additional requirements to those set out
above to certain Clearing Members on the basis of a risk assessment.  These discretionary
requirements may be applied if a Clearing Member or prospective Clearing Members are viewed
as representing heightened or unacceptable risks to CMECE. They include requirements to:

Q) meet higher minimum capital requirements than specified as the minimum in the
Rulebook (see Rule 3.7(a));

(i) provide additional collateral (Rule 3.7(b));
(iii)  reduce the size of the portfolio of registered contracts (Rule 3.7(c));
(iv)  not register any new business in any account (Rule 3.7(d));

(V) close out or settle or transfer all or specific registered contracts (Rule 3.7(e) &

();
(vi)  transfer collateral with registered contracts (Rule 3.7(g));

(vii)  meet any other conditions thought appropriate by the clearing house (Rule 3.7(1)).

Compliance with Membership Requirements

Membership Application Process

Applicants for membership are required to complete application forms and provide information
to CMECE in order to assess the application and the firm’s satisfaction of the membership
requirements. CMECE risk and membership staff are available to supply explanations and
further information to applicants. Applicants are visited at their places of business by CMECE
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risk and operations staff as part of the application process for the purposes of conducting an
assessment of the risk expertise and operational capacity and clearing experience of the applicant
firm.  When the applicant has completed the application forms, supplied all the required
information and been assessed, CMECE risk staff prepare a summary of the applicant and a
recommendation for the relevant CMECE Risk Committee. CMECE also conducts an
assessment and analysis of legal risks and considerations in relation to the application for
Clearing Membership received from the Clearing Member. In particular, CMECE may seek
specific additional legal advice if the Clearing Member applicant is incorporated outside the UK
in a jurisdiction not currently represented in the membership, or if its legal form is not
represented in the membership. The CMECE Risk Committees have the authority to request
further information before coming to a recommendation or to recommend that the applicant be
accepted subject to meeting one or more additional criteria from the outset of its membership.
The chairman of the relevant CMECE Risk Committee then presents the recommendation of the
committee to the Board for its consideration and approval.

Ongoing Monitoring

CMECE’s membership requirements are broad in scope and the continuous monitoring of
members’ adherence to them is undertaken by different units within CMECE. CMECE Risk
staff monitor compliance with the capital requirements imposed on Clearing Members under the
membership requirements, on the basis of regulatory and other returns supplied by Clearing
Members. The CMECE banking and collateral team, which has full visibility of the collateral
balances of Clearing Members and tracks the receipt of cash to satisfy uncovered liabilities as
well as the transfer of non-cash collateral, monitors adherence to the collateral requirements.

Clearing Members are also subject to a range of notification requirements which supplement the
returns and financial statements. For example, under Rule 3.4.1(a), Clearing Members are
required to notify CMECE if they are in breach of any of the membership requirements.
CMECE also supplements the information obtained from Clearing Members with other
published data and the results of its own analysis of exposures and of contact, including visits,
with the Clearing Membership. CMECE undertakes credit analysis by conducting credit
assessments of all Clearing Members on a periodic basis, and maintaining a watch-list of those
deemed to be declining in creditworthiness.

Monitoring Client Risk

While Clients are not in contractual relationships with the CMECE, the CMECE is still able to
assess and address Client risk. First, the Rulebook requires Clearing Members to establish
margin requirements equal to or higher than the CMECE margin requirements imposed by
CMECE on Clearing Members (see Rule 3A 1.3(c)); and to assure themselves that they are not
over-exposed to client failure and can continue to meet their requirements to CMECE in all
circumstances and at all times.
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Second, the Rulebook provides CMECE with the power to require information in relation to
Clients (Rules 3Al1.3(a), 3A1.4, 3A5.1) on a daily basis, and additionally to require large
exposure information that extends beyond business cleared at CMECE (Rule 3.4.3). CMECE
also has additional powers under the Rulebook to require additional information supporting the
reliability of the Client information and to audit a Clearing Member in order to verify or require
additional information or assess risks (Rule 3.6).

Third, CMECE systems allow credit limits to be established for individual Clients, and monitors
the risks presented by indirect participants through real time monitoring of Clearing Member
positions. Real time monitoring includes the monitoring of accounts carried by the Clearing
Member that have significant risks arising from concentration of positions, breadth of positions,
and concentrations of deliverable supply.

Fourth, under the Rulebook, margining and re-valuation are undertaken at account level. This
ensures that adequate risk-based margin, on the basis of observance of CMECE’s margining
policies, is held for each account. In turn, the purpose and result of this margining procedure is
that CMECE independently maintains adequate margin at the level of each Clearing Member
house and Client account and therefore should have the protection (in terms of margin) that it has
identified as necessary.

Fifth, CMECE conducts routine risk management assessment of each Clearing Member’s
vulnerability to Client risk. On the basis of the information available, CMECE risk staff monitor
the margin requirements and evolving value and cash flow requirements of the Client business
recorded in the client accounts of each Clearing Member. The CMECE risk systems allow
analysis and reporting of the exposures of individual Clients relative to: (i) total Client
exposures; (ii) the aggregate omnibus account exposure in the case of Clients whose business is
handled in that account; and (iii) the total house and Client business of the Clearing Member.
CMECE staff analyze this information relative to the initial margin and guarantee fund balances
of the Clearing Member and the Clearing Member’s capital resources, assessed based on the
financial and regulatory return information provided by the Clearing Member.

Should concerns remain within CMECE risk management, the Rulebook confers powers on
CMECE to take further actions, which range from making an information request to the regulator
of a Clearing Member (Rule 3.3.2), the right to request additional information (Rule 3A1.3(a)),
the right to request additional margin requirements be placed on the account relating to the Client
or Clients (see Rule 3A1.3(b)), and the right to instruct that new Client business be curtailed or
that credit limits be reduced to zero in relation to a particular Client (see Rule 3A1.8). The
ultimate action available to CMECE would be to instruct that the business be transferred to
another Clearing Member (see Rule 3.7(e)).

Actions Available to CMECE
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CMECE has a contractual right under the Rulebook to audit its Clearing Members (Rule 3.6),
and its risk staff, assisted by the audit team of CME Group, checks financial returns to monitor
members’ financial soundness.

In the event that a Clearing Member no longer fulfills certain membership requirements but
continues to meet its collateral requirements,* CMECE has the power to initiate the termination
of membership provisions, as set out in Article 3.8 of its Rulebook. In such circumstances the
special rights available under Article 3.7, described above in the summary description, may be
applied to reduce risk.

CMECE also has the power to suspend a Clearing Member (Rules 3.7.1(i) and 3.9) for a breach
of the Rulebook and membership requirements. Suspension means that the Clearing Member
loses the right to register new transactions, but must remain compliant with all membership
requirements and follow any instructions deemed appropriate by CMECE (Rule 3.9).
Suspension may be invoked by the management of CMECE, which may, but is not obliged to,
consult the CMECE Risk Committee prior to making such a determination. CMECE
management has the option of referring any breach of the Rulebook requirements to a
Disciplinary Panel, which has the power to recommend suspension (Rule 9.4.16(e)). A
suspended Clearing Member has the right to appeal the decision (see Rule 9.5) and if the grounds
for appeal are judged to be correct an independent panel of experts selected by the Centre for
Effective Dispute Resolution will consider the appeal and issue a judgment binding on both
parties (Rule 9.5.4).

* Non-receipt of the required collateral is likely to result in the declaration of default under the Default Rules rather
than the invocation of the termination of membership provisions, although termination of membership automatically
follows default declaration.
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CME CLEARING EUROPE LIMITED - SUPPLEMENT S-1— EXHIBIT C
Request:
Attach, as Exhibit C, the following:

(1) A description of the requirements applicable to membership on the governing board
and significant committees of the clearing organization.

(2) A description of how the clearing organization ensures that potential governing board
and committee members meet these standards.

(3) A description of the clearing organization’s provisions to minimize and resolve conflicts
of interest with respect to membership on the governing board and significant committees
of the clearing organization.

(4) A description of the clearing organization’s rules with respect to the disclosure of
material non-public information obtained as a result of a member’s performance on the
governing board or on a significant committee.

Response:

Board Requirements

The Articles of Association of CMECE set out the formal constitution of CMECE under UK
company law. In accordance with regulatory requirements, the CMECE Atrticles of Association
specify that the directors of the company, acting collectively as the Board, are “responsible for
the management of the Company’s business” (Article 4). Accordingly, the Board of CMECE is
responsible for the management of the business of CMECE and for ensuring that CMECE has in
place robust governance arrangements which include: (i) a clear organizational structure with
well-defined, transparent and consistent lines of responsibility; (ii) effective processes to
identify, manage, monitor and report the risks to which CMECE is or might be exposed; and (iii)
adequate internal control mechanisms, including sound administrative and accounting
procedures. In order to ensure the Board has appropriate levels of management information and
oversight over the business and risk activities of CMECE, the Board receives regular information
updates on issues relating to the business.

The CMECE Board’s principal oversight functions are to:

(a) Review, approve and monitor CMECE’s major strategic, financial and business activities;

(b) Review, approve and monitor CMECE’s annual budget;

(c) Review, monitor and take reasonable actions with respect to CMECE’s financial
performance;

(d) Assess major risks and opportunities facing CMECE and review options for addressing
them;

(e) Select, evaluate and compensate the Chief Executive Officer and the Chief Operating
Officer;
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(f) Review and monitor plans for the succession of the Chief Executive Officer, Chief
Operating Officer and other members of senior management; and

(g) Oversee the processes for maintaining the ethical conduct of CMECE, including the
integrity of its financial statements and its compliance with applicable laws and
regulations.

The Articles also permit the Board to delegate within limits “any of the powers which are
conferred on them under the Articles to any person or committee” (Article 7.1). Nevertheless,
the Board retains ultimate decision-making powers over all activities of the company. The
CMECE Board meet at least 10 times per year at the company’s offices in London. CMECE
requires that each member of the Board can dedicate sufficient time, energy, and attention to the
diligent performance of his or her duties.

Composition Requirements

The composition and structure of the CMECE Board has been determined by CMECE based on
established principles of good corporate governance and in compliance with the regulatory
requirements for CCPs under applicable law and regulation. The Board of CMECE currently is
comprised of eight directors: (i) three independent non-executive directors (“INEDs”); (ii) three
non-executive directors (“NEDs”) from CME Group (“Group NEDs”); and (iii) two CMECE
executive directors (“EDs”) (the Chief Executive Officer (“CEO”) and the Chief Operating
Officer (“COQO”) of CMECE) (together, the “Board”). Full biographical information on the
relevant Board members is available on the CMECE website.!

Independent Non-Executive Directors

In accordance with the requirements of EMIR, the INEDs, which comprise one-third of the
Board, have no other connection, aside from Board membership, with the CME Group or with
any of CMECE’s suppliers or customers, and thus provide the Board with an independent
perspective on the activities of CMECE. The CMECE INEDs are experienced in the fields of
derivatives, clearing and settlement, financial management and financial services regulation, and
have the ability to bring that experience to bear in an objective and independent manner. Within
the CMECE Board, the three INEDs occupy the roles, respectively, of Chairman of the Board,
Chairman of the Audit Committee, and Chairman of the CMECE Risk Committee. One of the
INEDs will also Chair the Remuneration Committee. Together, the three INEDs collectively
constitute the CMECE Audit Committee.

Non-Executive Directors

The three NEDs, drawn from CME Group, are experienced market professionals in the fields of
derivatives clearing and settlement and currently serving other functions within CME Group.

Executive Directors

! Please see http://www.cmegroup.com/europe/clearing-europe/about-cmece.html#board-of-directors.
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The executive members of the CMECE Board are direct employees of CMECE and do not
perform any functions within the CME Group other than as CEO and COO of CMECE
respectively. The CEO and COO are experienced market professionals with significant
experience in the fields of derivatives clearing and settlement.

Requirements of Board Committees

CMECE has a number of Board Committees with delegated and regulatory responsibilities for
oversight and governance of certain functions of CMECE. The functions and responsibilities of
the various committees are described in turn below.

Audit Committee

The responsibilities of the CMECE Audit Committee are established under the delegated
authority of the Board set out in the formal CMECE Audit Committee Terms of Reference.
Under the CMECE Audit Committee Terms of Reference, the Audit Committee is responsible
for oversight of:

(i) the external audit function of the company, including overall relationship with the
external auditors and any non-audit services obtained from the external auditors (Article
3.3);

(ii) the integrity of the financial reports of the company, including the annual accounts and
accompanying reports, and the consistency of the accounting policies (Article 3.4);

(iii)the effectiveness of the internal controls of CMECE, including oversight of the work of
the CMECE internal audit function which includes: (a) periodic review of the annual
audit plans of the CMECE internal audit function; (b) reports of progress with completion
of planned work by the CMECE internal audit function; and (c) review of reports
completed by the CMECE internal audit function (Article 3.2); and

(iv)CMECE’s arrangements and procedures to facilitate whistle-blowing by employees, to
combat fraud, financial crime and market abuse, and to make regulatory notifications in
accordance with the conditions of its status as a UK RCH and as a CCP under the
requirements of EMIR (Articles 3.5 and 3.6).

The CMECE Audit Committee is composed of the three CMECE INEDs, one of whom acts as
Chairman of the committee (Article 7). The Chairman of the Audit Committee has considerable
experience of financial management and reporting and the CMECE INEDs are collectively
appropriately qualified to discharge the functions of the committee in accordance with the Terms
of Reference of the committee.

The Committee is required under the Terms of Reference to meet at least three times per year
(Article 10), although in practice it meets on a more frequent basis. The Audit Committee
regularly reviews the progress and future work required in discharging its functions as specified
in the Audit Committee Terms of Reference. The Committee also regularly reviews the CMECE
internal audit plan prepared by the CMECE Internal Audit Function to assess progress and future
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work in completing the tasks set out in the internal audit plan agreed by the Committee. The
Committee also receives and reviews regular reports on: (i) the operational risk control
framework established by CMECE for the identification and management of the key risks of the
business of CMECE;? (ii) internal audit reports prepared by the CMECE Internal Audit Function;
(iii) reports on work undertaken by and fees paid to the external auditors of CMECE; and (iv)
reports on the implementation of agreed control improvements by the executive management of
CMECE.

The chairman of the Audit Committee reports to the CMECE Board on each meeting of the
Audit Committee. The Audit Committee is also required to conduct a review of its performance
each year and to report to the Board with any changes identified as necessary to improve the
effectiveness of the Committee in the discharge of its duties (Article 5.3).

Risk Committee

As an EMIR-compliant CCP, CMECE is required to establish a risk committee composed of
representatives of its Clearing Members, independent members of the Board and representatives
of its Clients. The purpose of the committee is to provide independent advice to the CMECE
Board on the major policies, methodologies and risk models of CMECE across all products and
asset classes concerning, but not limited to:

(a) market risk

(b) credit risk;

(c) counterparty risk;
(d) liquidity risk;

(e) solvency risk, and;
(F) operational risk.

The Risk Committee also provides oversight on the implementation of those policies and
methodologies by CMECE’s management. In the areas falling under its terms of reference, the
Risk Committee will, through its chairman, make recommendations for endorsements and
approvals to the CMECE Board. The Risk Committee is also responsible for reviewing the
continued adequacy of CMECE’s guarantee funds in the light of stress testing results presented
to it by CMECE management, and makes appropriate recommendations for change to the
CMECE Board.

Furthermore, the Risk Committee reviews proposals from CMECE management for new product
types with novel risk characteristics, and makes appropriate recommendations to the CMECE
Board in connection with the proposed expansion of clearing activities. It looks at proposals
from CMECE management in respect of cross-margining and clearing linkages with other

2 In addition, the Audit Committee is responsible for oversight of the Enterprise Risk Management program
(“ERMP”), which is designed to promote and facilitate the process of evolving, aligning and sustaining sound risk
management practices at CME Group. The ultimate objective of the ERMP is to help ensure the safety and
soundness of CME’s business practices and security of its clients. Additionally, the ERMP is charged with
preserving and protecting enterprise value and helping to increase the likelihood of achieving financial, operational,
and strategic objectives[I’M NOT SURE ABOUT THIS, SO MAYBE REMOVE THIS FOOTNOTE??].
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clearing houses, including intra-group arrangements, for contracts or markets and makes
recommendations, as appropriate, to the CMECE Board. The committee also reviews
applications for clearing membership with reference to CMECE’s membership criteria and on
the basis of recommendations from CMECE management makes appropriate recommendations
to the CMECE Board.

CMECE has two separate risk sub-committees under the main Risk Committee, organized on a
product basis to reflect the differences in risk factors and issues between certain CMECE cleared
products. One sub-committee covers OTC commodity derivatives and exchange-traded
derivatives cleared by CMECE. The other sub-committee covers interest-rate derivatives traded
over-the-counter and cleared by CMECE.

In accordance with the regulatory requirements under EMIR, the formal role of the CMECE Risk
Committee is to serve as advisory bodies to the CMECE Board. This advisory role incorporates
a broad range of functions based around the core responsibility for reviewing the full range of
risk policies of CMECE and advising the Board on policies in the areas of counterparty risk,
market risk, investment risk, liquidity risk, operational risk and settlement and payment risk.
The responsibilities of each of the CMECE Risk Committees are formally set out in their
respective Terms of Reference and include in each case:

(i) review of each documented CMECE risk policy on at least an annual basis and
recommend changes to the Board;

(ii) review of the response of the CMECE Risk Function to the annual external review of
CMECE’s risk models;

(iii)review on at least a quarterly basis the adequacy of the CMECE guarantee funds , and to
recommend any change in size to the CMECE Board,;

(iv)review proposals from the executive management team to clear either new markets or
new products with novel risk characteristics, to propose changes considered necessary to
the executive team and on the basis of final proposals to recommend the extension of
clearing services to the Board;

(v) consider proposals from the executive management team concerning cross-margining
programs or broader clearing linkages with other clearing houses, and to make
recommendations to the Board on the proposals when they are finalized,;

(vi)review of applications for Clearing Membership after the executive has completed its due
diligence and concluded that the conditions for membership are satisfied; and

(vi) consideration of Rulebook changes with a bearing on risk policies and risk management.

The IRS sub-committee has the additional duty of formalizing a membership list for the IRS
Default Management Committee as the default management of CMECE cleared IRSs is
organized in a structured manner in which the non-defaulting Clearing Members must discharge
formal, contractual obligations.

Remuneration Committee
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The CMECE Board has also established a Remuneration Committee in order to ensure
compliance with the requirements of EMIR. Under the Remuneration Committee Terms of
Reference, the Committee has authority to:

(i) review and approve the remuneration structure for the INEDs and to make
recommendations to the Board (see Article 6.3);

(i) review and approve the performance goals and annual performance assessment of the
executive directors, and to review their remuneration in the context of the Group
remuneration policy as overseen by the CME Group board (see Articles 6.3.1 and 6.3.2);

(iii)review and approve the remuneration of other members of the senior management of
CMECE or other employees of CMECE (see Article 6.3.3);

(iv)review the continued appropriateness of the remuneration policy and to commission an
annual external review of its appropriateness (see Article 6.3.4); and

(v) review the consistency of the remuneration policy with the maintenance of sound risk
management and the avoidance of risk-taking outside the boundaries drawn by the risk
appetite statement of CMECE (see Article 6.3.6).

The Committee is composed of two INEDs and one NED (Article 1.1). The Committee is
chaired by one of the INEDs.

Adherence to Board Requirements

In selecting candidates, the Board endeavors to find individuals who have a record of
accomplishment in their chosen fields and who display the independence of mind and strength of
character to effectively represent the best interests of CMECE and the marketplace while
supporting prudent risk management practices. In order to ensure that Board Members meet
these requirements of expertise, independence and integrity, CMECE will initiate background
checks to ascertain the appropriateness of the candidate. The checks will include (but are not
limited to): verification of professional qualifications and licences; verification of highest and
most relevant qualifications; employment verification for at least the last 5 years; address
verification for the last 5 years; financial public record data check; Criminal Record check;
Current Directorships check; Electronic database identity authentication; Financial sanctions
check; identity documentation check; National Insurance Number validation; FCA Register
check or equivalent and media search.

Once a candidate has been selected, a notification will be made to the Bank of England, who will
interview the candidate prior to their appointment.

In doing so, CMECE ensures that the Board as a whole incorporates members with a variety of
talents and expertise to ensure that the Board is operating effectively, maintaining a successful
business and ensuring the integrity and safety of the clearing service.

CMECE also monitors compliance with Board requirements through a variety of methods. First,
the Chairman of the Board, with the assistance of the company secretariat, conducts an annual
review of the effectiveness of the Board’s oversight and governance of the company. Results of
this review are discussed with the Board and changes are made as deemed necessary. Second,
minutes of Board meetings and related documentation are made available to the Bank of England
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on a regular basis to ensure full regulatory oversight of discussions of the Board. And third, the
CMECE has in place the conflicts of interest and material non-public information policies
described below to ensure that Board members are able to engage in impartial decision-making
and maintain confidential information.

Conflicts of Interest Provisions

The CMECE Articles of Association, applicable UK companies legislation and the EMIR
regulations impose requirements on the CMECE Board to identify and manage potential
conflicts of interest of directors of CMECE. Members of the Board are required to declare a
potential conflict and abstain from any votes taken in respect of the agenda item in question. The
relevant CMECE committees have similar requirements in place. The CMECE Board
committees are governed by similar requirements to the CMECE Board in respect of conflicts of
interest. The requirement to identify, declare and manage conflicts of interest is an important
protection which ensures that decisions of the Board and CMECE committees are made in the
best interests of CMECE.

Material Non-Public Information Provisions

As a general matter, Rule 2.7 requires that the CMECE, including the Board, must “treat as
confidential all information received from a Clearing Member or which is held by the Clearing
House and relates to Contracts which the Clearing Member ....” Moreover, CMECE requires
members of the Board and its Committees to execute written agreements certifying their
obligations of confidentiality, to disclose conflicts of interest, and to abstain from voting on any
matters directly affecting a Clearing Member of whom the committee member is a representative
(except insofar as a matter impacts all Clearing Members, similarly) Risk Committee members
are specifically charged with evaluating the matters before them with regard to maintaining the
financial integrity of CMECE, rather than with regard to the interests of any Clearing Member
from whom the committee member is sourced. Members of the committees are prohibited from
use or disclosure of material non-public information obtained by committee members as a result
of their participation on such committees.
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SUPPLEMENT S-1 - EXHIBIT D-1

Request:

Attach, as Exhibit D-1, the following: A description of the clearing and settlement systems,
including, but not limited to, the manner in which such systems interface with the foreign
board of trade’s trading system and its members and other participants.

Response:
I. Clearing System

Design and Operations

CMECE uses CME clearing processing and risk management — including banking and collateral
management — technology. Clearing Members utilize that technology on a daily basis and may
interconnect with CMECE in a number of ways. Prior to activating a firm’s Clearing
Membership, both the firm and CMECE test the communications system and other aspects of
connectivity. CMECE’s clearing business process is depicted in the diagram below.
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Submission of Transactions
Clearing System Modules and Infrastructure
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CMECE uses the five following Transaction and Position Management Systems (Procedure 2.1):

(i) Front-End Clearing: A multi-faceted trade processing module integrated with multiple
Transaction matching and affirmation platforms and linked via a real time messaging
infrastructure to all Clearing Member back office systems.

(if) The Position Management System: A central application that performs real time
valuation and multilateral netting of all Contracts as well as generating the core clearing
settlement cycle trade register data files and reports.

(iii)Margin Calculation Systems: The Clearing House uses different margin models
depending upon the Contract. For Commodity Contracts the Clearing House uses the
SPAN Model described in the Risk Management Procedure. For IRS Contracts the
Clearing House uses a HVaR model described in the Risk Management Procedure.

(iv) Settlement, Banking and Asset Management Systems: The application where all
Clearing Member account structures are managed and linked to a Clearing Member’s
Settlement Bank Account for the purposes of the Net Settlement Amount cash flows.

(v) Referential Data Modules: These modules include the Clearing House Product, Calendar,
Account Registration and Security Administration systems.

Upon acceptance for clearing (Rule 5.2), a Transaction becomes a Contract, and the details are
set out in: (i) the trade confirmation messages to the Clearing Member, as generated by the
Clearing System:; (ii) the Contract Module which contains the terms of the Transaction except
Transaction-specific data, including date, price, initial amount, side-of-market (reflected on the
trade confirmation message); and (iii) general terms set out in the Rules (Procedure 2.2).

Once novated, Transactions generate positions in a specific Contract. A position in a Contract is
opened by clearing a Transaction entered into as Buyer or Seller, and closed by clearing a
Transaction in the opposite capacity. With the Clearing House as a central counterparty to each
Contract, multilateral position netting is possible. Thus, it does not matter whether the opposite
Transaction is entered into with the same counterparty or a different one.

Exchange-Traded Derivatives

CME Europe trades are executed through the CME Europe platform. Prior to being accepted for
execution, CME Europe trades executed on Globex must successfully pass Globex credit
controls. These limits are set by Clearing Members on the basis of their credit evaluation and
policies, and are subject to periodic review by CMECE.

The submission of matched trades to clearing through CMECE is facilitated through a number of
vehicles including a CME-provided interface, CME Front End Clearing (“FEC”), as well as a
number of third party systems. Trade submission platforms are open nearly 24 hours a day,
although CMECE operates a cut-off time for same-day registration, and trades submitted after
this time are booked for clearing on the next business day.
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Once a trade has been executed on CME Europe, clearing trade confirmation data are sent to the
relevant Clearing Members. Transaction data are, amongst other things, channeled to systems
used for regulatory oversight.

CMECE’s risk management systems extract the necessary transaction data for calculation of
Variation Margin and Initial Margin requirements. This includes calculations for all major asset
classes. Trades entered before 12:00 noon UK time are marked-to-market in the intra-day
(“ITD”) Margin cycle. IRS products are marked-to-market at the end of each trading day.
Details relating to both schedules are available on the CMECE website.

Further technical information on the clearing systems is available on CME’s website, which may
be accessed directly or through links offered on CMECE’s website through the following links:

(i) http://www.cmegroup.com/clearing/systems-operations/technical-standards.html.

(i) http://www.cmegroup.com/clearing/systems-operations/user-guides.html.

(iii)http://www.cmegroup.com/clearing/systems-operations/record-layouts.html.

I1. Settlement System

CMECE as a “Designated System”

CMECE is a designated system for the purposes of FMIRY CMECE’s Designated System Rules
(or “Settlement Finality Rules”) include: (i) Chapter 10 of the CMECE Rulebook; (ii) the
agreements that CMECE has entered into with custodians (the Custody Agreements); (iii) the
settlement bank agreements that CMECE has entered into with the Settlement Banks (the
Settlement Bank Agreements); and (iv) and the cash reinvestment agreements that CMECE has
entered into with the Cash Reinvestment Agents (the Cash Reinvestment Agreements). For the
purposes of the Rulebook and for the FMIR, the participants in the Designated System operated
by CMECE are CMECE itself, Clearing Members, settlement banks, agent banks, custodians,
cash reinvestment agents, and any insolvency practitioners appointed to administer the affairs of
insolvent Clearing Members.

The Designated System includes the standardized formal arrangements, common rules and
procedures as set out in the Rulebook and the Settlement Finality Rules (to the extent
applicable), and related functionality which:

(i) enables CMECE to give instructions to transfer to Clearing Members amounts of money
on the accounts of certain banks, credit institutions, investment firms or settlement
agents;

1 The CMECE Rulebook contains Settlement Finality Rules in Chapter 10 of the CMECE Rulebook which establish
legal clarity concerning finality of settlement and irrevocability for contracts cleared by CMECE. The CMECE
Settlement Finality Rules meet the requirements to ensure that CMECE is eligible for designation as a “system”
under UK Financial Markets and Insolvency (Settlement Finality) Regulations 1999 (“FMIR 1999”), which
implement the provisions of the EU Settlement Finality Directive 1998. The CMECE “system” received designation
under the FMIR 1999 under an order issued by the UK Financial Services Authority dated 27 July 2012, following
consultation with the Bank of England, and titled the Financial Markets and Insolvency (Settlement Finality) (CME
Clearing Europe System) Designation Order 2012.
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(ii) enables: (a) CMECE to give instructions on behalf of Clearing Members; and (b)
Clearing Members to give instructions, in each case, to transfer to CMECE amounts of
money on the accounts of certain banks, credit institutions, investment firms or settlement
agents;

(iif)enables CMECE to give instructions to a Custodian to arrange for the transfer of title to,
and interest in, Securities and cash;

(iv)enables Clearing Members to give instructions to any of their (clearing members have
their own custody agreements.

(v) enables CMECE to give instructions to any of its Cash Reinvestment Agents to arrange
for the transfer of title to, and interest in, cash;

(vi)enables CMECE to become CCP to Clearing Members in respect of Transactions;

(vii) enables CMECE and Clearing Members to fulfill the obligations they incur in
respect of Contracts and otherwise to one another pursuant to the Rulebook;

(viii) enables transfers, assignments and novations, however effected, of CMECE
cleared contracts between Clearing Members in accordance with the Rulebook including
following a Declaration of Default; and

(ix)facilitates supplementary and incidental matters to the satisfaction of obligations pursuant
to cleared contracts and the collection and payment of amounts due in accordance with
the Rulebook.

Under the Rulebook and FMIR, a transfer order shall not be revoked or purport to be revoked by
any participant (or any insolvency practitioner appointed in relation to the participant), and shall
be binding on all such persons from the point at which it becomes irrevocable.

As a designated system under FMIR, the settlement finality provisions under the Rulebook
effectively operate to modify the law of insolvency. Under FMIR, none of the following shall be
regarded as to any extent invalid at law on the ground of inconsistency with the law relating to
the distribution of the assets of a person on bankruptcy, winding up, sequestration or under a
protected trust deed, or in the administration of an insolvent estate: (i) a transfer order under the
CMECE designated system; (ii) the default arrangements of CMECE as a designated system;
(iii) the rules of CMECE as a designated system as to the settlement of transfer orders not dealt
with under its default arrangements; or (iv) a contract for the purpose of realising collateral
security in connection with participation in the CMECE designated system otherwise than
pursuant to its default arrangements.

Timing of Final Settlement

Contract orders are securities transfer orders within the meaning of FMIR. Registration of a
contract in the CMECE clearing system giving rise to a contract order (which forms part of the
designated system of CMECE for settlement finality purposes) occurs in real time subject to risk
management checks being completed by CMECE.

All settlements of cash and securities initiated on any business day are completed and final in
terms of the Settlement Finality Rules during the course of that day. “Final settlement” of the
obligations under a cleared contract will not occur where the contract does not expire or is held
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open by the Clearing Member beyond the date of submission to CMECE. For example, there will
be continuing obligations to provide margin on an ongoing daily basis throughout the life of a
cleared contract and also to make delivery or settlement on the expiry of a cleared contract.

Scheduling of final settlement of contracts will take into account relevant holidays as described
in CMECE’s Rulebook and communicated to Clearing Members through established channels in
preparation for such an event.

Money Settlements

The legal and operational basis of CMECE’s money settlement arrangements is set out in its
Rulebook and Clearing Procedures, together with the Settlement Bank Agreements and Clearing
Membership Agreements which must be signed by settlement banks and Clearing Members
respectively. The requirements for participation as a settlement bank are set out on CMECE’s
website. In respect of risk management, CMECE’s policies regarding the oversight of settlement
banks are explained in its Credit Policy and Settlement Policy, which are subject to the risk
governance controls.

Settlement Currency

CMECE currently uses commercial bank money settlement arrangements in respect of numerous
currencies, including the US Dollar, Sterling and the Euro. In respect of the US Dollar,
CMECE’s main settlement currency, it will continue to use commercial bank money settlement
arrangements as it is currently unable to organize settlements in central bank money.

CMECE has numerous procedures in place to manage and mitigate the risk involved in its
commercial bank money settlement arrangements. Variation margin and final money settlement
take place in the currency in which the relevant cleared contract is denominated We also have
cash settled contracts which settle in currencies other than the contract currency.. This currency
is typically the US Dollar, Euro or Sterling, but also includes the Australian Dollar, Canadian
Dollar, Danish Krone, Japanese Yen, Norwegian Krone, Swedish Krona, and Swiss Franc.
CMECE requires that additional initial margin requirements are met in an acceptable currency
specified by CMECE (the US Dollar, Euro, Sterling, Australian Dollar, Canadian Dollar, Danish
Krone, Japanese Yen, Norwegian Krone, Swedish Krona or Swiss Franc) before any substitution
of non-cash collateral takes place.

The major currencies which are used in money settlements, and which CMECE accepts in
payment of initial margin liabilities, are major reserve currencies whose issuing countries have
very strong sovereign credit standings, significant reserves and deep money markets. The minor
currencies used in money settlements and to meet initial margin liabilities are monitored
frequently to ensure they are compliant with CMECE country credit risk appetite and liquidity
risk appetite. Macroeconomic and geopolitical risks are considered daily and liquidity thresholds
are reviewed and applied where appropriate to ensure both pay-in and pay-out obligations are
appropriately provisioned. .

Cash flows to and from CMECE in these currencies are channeled through five appointed
settlement banks (the Settlement Banks), which each satisfy CMECE’s criteria for settlement
banks. In addition, it is a condition of CMECE Clearing Membership that each Clearing
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Member has settlement bank facilities in each of the currencies in which it is required to pay
money to and receive money from CMECE. The cash flows initially take the form of transfers
on the books of each Settlement Bank, with transfers to and from the accounts CMECE
maintains at each of the Settlement Banks, and to and from the Clearing Members accounts.

Settlement Bank Oversight
Settlement Bank Criteria

CMECE provides that all banks must meet certain criteria, including the following, as a pre-
condition to appointment as a settlement bank — the bank must:

(i) Have a minimum long term rating of A- by Fitch or an equivalent long-term rating from
Moody's or Standard & Poor's;and a minimum internal rating of 6 as defined by the
CMECE internal rating methodology. This is set out in the CMECE Credit Risk policy.

(i) Enter into a Settlement Bank Agreement with CME Clearing Europe;

(iii)Be able to provide the settlement bank services on UK, US and Target2 business days as
defined by CME Clearing Europe;

(iv)Join the SWIFT closed user group to accept MT204 messages from CME Clearing
Europe.

(v) Accept SWIFT instructions generated by CME Clearing Europe both during and outside
UK business hours;

(vi)Have the ability to process payments and release funds to the interbank system within
two hours of receipt of the instruction provided that there are sufficient funds or a
covering credit facility in the relevant account; and

(vii) Seek approval from the CME Clearing Europe Risk Committee to provide
settlement bank services and must provide any information that the Risk Committee
deems necessary in order to complete the approval process. The decision of the CME
Clearing Europe Risk Committee is final and non-negotiable.

Further, CME Clearing Europe reserves the right to apply criteria higher than the minimum at its
absolute discretion and when in its assessment, a Settlement Bank's financial resources or
operational capability are not commensurate with its level of business. A complete list of
CMECE settlement bank criteria is available on the CMECE website.

Ongoing Monitoring

The monitoring of settlement banks is documented in the Settlement Policy. As explained in the
Policy, CMECE reviews its settlement banks at least bi-annually in order to evaluate their
liquidity and creditworthiness. Such reviews involve due diligence visits, which focus on topics
such as regulatory review, credit rating review, financial resource assessment and disaster
recovery planning. The outcome of CMECE’s review of each settlement bank is presented to the
COO in the form of an assessment report, on the basis of which the COO will either approve the
continued use of the settlement bank or raise concerns with the Risk Committee. In addition to
the formal review process, CMECE directly measures the specific performance of settlement

2 Available at http://www.cmegroup.com/europe/clearing-europe/resources.html.

Page 6 of 10



banks on a daily basis through monitoring their satisfaction of stipulated payment and collateral
deadlines.

CMECE maintains five high quality settlement bank relationships in order to minimize the
potential impact of a failure at any one settlement bank, and seeks to diversify across its
settlement banks in order to avoid concentration risk. In order to monitor concentration risk, and
to assess potential liquidity needs in the event of insolvency, the size of payment flows vis-a-vis
settlement banks, together with the number of their Clearing Member clients and the accounts
serviced, are monitored. The data and potential exposures are then assessed by CMECE’s risk
team and separately by the Group Credit Committee on which CMECE is represented.

Settlement Bank Agreements
The Settlement Bank Agreements that CMECE enters into with all settlement banks establish:

(i) deadlines for debit and credit transfers and confirmatory SWIFT messages for such debits
and credits by the banks, following receipt of instructions from CMECE; and

(ii) that confirmations of debits and credits received by CMECE are irrevocable, a stipulation
which is mirrored in CMECE’s Settlement Finality Rules as a designated system under
the SFRs, and the settlement banks acknowledge that they are participants in that system.

The Settlement Bank Agreements also stipulate intra-day deadlines by which funds must be
credited to and debited from the relevant accounts (clause 2.7). Once funds have been credited
in accordance with those deadlines, they are transferrable at the request of Clearing Members or
CMECE, provided that the payment system for the currency in question is operating.

In addition to the above, we note that CPSS-1IOSCO indicates that the risk involved in a CCP’s
settlement bank arrangements can be reduced by the use of ‘multiple settlement banks’.?
CMECE has five settlement banks, and considers this arrangement to be proportionate to the
scale of its current activities, which is relatively limited.

Settlement Cycle

Regardless of the execution venue, a trade is submitted to FEC and clearing trade confirmation
data are sent to the relevant Clearing Members once it has been executed. Transaction data are,
amongst other things, channelled to systems used for regulatory oversight. CMECE’s risk
management systems extract the necessary transaction data for calculation of variation margin
and initial margin requirements. This includes calculations for all major asset classes. Trades
entered before 12:00 noon UK time are marked-to-market in the ITD margin cycle. IRS
products are marked-to-market at the end of each trading day. Details relating to both schedules
are available on the CMECE website.

CMECE initiates its ITD settlement cycle for commodities products at 12:00 noon UK time, at
which point ITD risk calculations for both exchange-traded and relevant OTC derivatives are
calculated. On the basis of these calculations, ITD calls are made in respect of Clearing Member

2 Op.cit., para. 3.9.6.
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portfolios if CMECE risk management limits are triggered. These limits are separate to the
Clearing Member-determined limits for their Clients. Trades received after the ITD cut-off are
included in the end of day (“RTH”) settlement cycle, which is completed for all products and
Clearing Member portfolios.

In relation to both ITD calls and daily Margin settlements based on RTH prices, the financial
settlement system used by CMECE generates settlement instructions after the risk management
calculations have been completed. Once reviewed and approved, the banking system submits the
settlement requirements to the Settlement Banks of Clearing Members. The relevant payment
and collateral timelines are summarized below:

Time (GMT) Stage of settlement cycle

Midnight RTH settlement cycle is initiated

2.00 AM RTH Margin requirement notifications issued to Clearing
Members
RTH SWIFT payment instructions sent to Settlement
Banks

9.00 AM Deadline for receipt of confirmation by SWIFT MT 910

that RTH Variation and Initial Margin have been received

10.00 AM Deadline for Clearing Members to advise CMECE of their
wish to withdraw excess Initial Margin assets for same
day settlement

Deadline for Clearing Members to advise CMECE of their
intention to substitute one Initial Margin Asset for another
for same day settlement

Midday ITD settlement cycle s initiated (currently for
commodities only)

2.00 PM ITD Margin requirement notifications issued to Clearing
Members

ITD SWIFT payment instructions sent to Settlement
Banks

Deadline for confirmation that securities to be substituted
for EUR have been received

2.30 PM Deadline for confirmation that securities to be substituted
for GBP have been received

3.00 PM Deadline for confirmation by SWIFT MT910 that ITD
Variation and Initial Margin payments have been received
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Time (GMT) Stage of settlement cycle

Payment of EUR substituted by securities

3.30 PM Payment of GBP substituted by securities

4.30 PM Deadline for confirmation that securities to be substituted
for USD have been received

5.30 PM Payment of USD substituted by securities

Business Continuity and Recovery Plans

CMECE’s business continuity and recovery plans are heavily informed by the CME Group
approach, which has been developed and strengthened over many years, and at another level rely
on the effectiveness of the Group’s plans because of the reliance on Group systems.

The Group approach is set out in the CME Group Business Continuity Policy: Business
Continuity Management (the latest version of which was produced in November 2013). The
Policy and planning covers the areas listed below, and in general terms addresses the need to
respond to the unavailability of: (i) staff; systems; and (ii) particular business site or premises.

The Disaster Recovery (“DR”) component of the Policy sets out the DR testing schedule for
systems. The system recovery time performance standard is tested for recovery within two
hours. Group Business Continuity and Management staff analyze all DR test results and pass the
results and their analysis and conclusions to Internal Audit as well as senior management. There
are twice-yearly full operating systems environment fail-over exercises, from the two
geographically remote data centers maintained by CME Group.

Regional centers, including London, are included in the overall Policy and planning, and in the
testing schedules. Local systems are tested on a yearly cycle, including full fail-over. CMECE
is reliant on local systems for office computation but the core clearing and risk management
systems rely on the US infrastructure. The London-based operations, including CMECE, are also
covered in the Group Policy in terms of the formulation of specific business recovery plans and
the allocation of responsibilities for handling incidents requiring the invocation of recovery plans.

Certain aspects of business recovery coordination are handled at London-office level, that is, the
plans embrace all staff in the Group companies working from shared offices. In this local
governance, the senior role is played by Regional Incident Response Teams. CMECE is fully
represented on the London team. In order to respond to any incident requiring the invocation of
special measures to ensure the continuity of all aspects of clearing before full recovery to normal
conditions can be achieved, CMECE maintains separate, detailed recovery plans for each of its
four operational units: operations and technology; banking and collateral management; risk
management; and compliance. Each unit has allocated space at the recovery site, and staff work
from that site on a regular, rotational basis, but the plans also cover working from home (all key
staff have laptops or PCs at home, and remote access capability), and partial or complete hand-
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over of operations to the US in case of need. The recovery plans embrace response to infectious
diseases.

Each plan contains as necessary background details of the aims of recovery planning and the
incident identification and response structure. But the substance of the plans is their focus on: (i)
recovery tasks for the team in each operational unit; (ii) a pre-populated business impact
assessment template for each area, listing key business process, planned recovery times if
applicable; and (iii) the timelines for completion of the process, for completion if an incident
occurs; and scripts for the testing of plans.
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UNDERTAKING PURSUANT TO 17 C.F.R. PART 48,
APPENDIX—SUPPLEMENT S-1 TO FORM FBOT,
EXHIBIT D-2

The undersigned hereby certifies that the clearing system of the CME Clearing Europe Ltd.
observes the current “Principles for Financial Market Infrastructures™ (“PFMI”) issued jointly by
the Committee on Payment and Settlement Systems (“CPSS”) and the Technical Committee of
the International Organization of Securities Commissions (“IOSCO™), which are successor
standards to the *Recommendations for Central Counterparties.”

£

n 4
By: 1y ﬁi.!‘;(j & 5 /\1‘_- Dated: ?/( C { J\(

Lee Betsill, Chief Executive Officer
CME Clearing Europe Limited
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SUPPLEMENT S-1 - EXHIBIT D-3

Request: Attach, as Exhibit D-3, the following: A detailed description of the manner in which
the clearing organization observes each of the RCCPs or successor standards and documentation
supporting the representations made, including any relevant rules or written policies or
procedures of the clearing organization. Each RCCP should be addressed separately within the
exhibit.

Response: Please see attached Exhibit D-3(1).
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SUPPLEMENT S-1-EXHIBITE
Request:

With respect to each relevant regulatory regime or authority governing the clearing
organization, attach, as Exhibit E, the following:

Q) A description of the regulatory regime/authority’s structure, resources, staff
and scope of authority.

(2) The regulatory regime/authority’s authorizing statutes, including the source
of its authority to supervise the clearing organization.

3 A description of and, where applicable, copies of the laws, rules, regulations
and policies applicable to:

Q) The authorization, licensure or registration of the clearing
organization.

(i) The financial resource requirements applicable to the
authorization, licensure or registration of the clearing
organization and the continued operations thereof.

(iii)  The regulatory regime/authority’s program for the ongoing
supervision and oversight of the clearing organization and the
enforcement of its clearing rules.

(iv)  The extent to which the current RCCPs are used or applied by
the regulatory regime/authority in its supervision and
oversight of the clearing organization or are incorporated into
its rules and regulations and the extent to which the regulatory
regime/authority reviews the clearing systems for compliance
therewith.

(V) The extent to which the regulatory regime/authority reviews
and/or approves the rules of the clearing organization prior to
their implementation.

(vi)  The regulatory regime/authority’s inspection, investigation and
surveillance powers; and the program pursuant to which the
regulatory regime/authority uses those powers to inspect,
investigate, sanction, and enforce rules applicable to the
clearing organization.

(vii)  The financial protection afforded customer funds.
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Response:
I. Bank of England’s Structure, Resources, Staff

The Bank of England (“BoE” or “Bank”) is the CMECE’s primary regulator (also known as
‘competent authority’). Founded in 1694, the BoE is the central bank of the United Kingdom,
with over 2000 employees, and a mission to “maintain monetary and financial stability” in the
UK. In 1997, Parliament voted to give the Bank operational independence with a clear remit to
pursue price stability. Then, in 2012, the Financial Services Act significantly broadened the
bank’s authority by establishing an independent Financial Policy Committee (“FPC”); forming
the Prudential Regulatory Authority (PRA), a new prudential regulator as a subsidiary of the
Bank; and creating new responsibilities for the supervision of financial market infrastructures
(“FMIs”). The FMIs under BoE’s purview are: (i) Recognised Payment Systems; (ii) Designated
Systems Under Settlement Finality Regulations ; and (iii) Central Counterparties (“CCPs”).2
CMECE is recognized as both a CCP and a Designated System.

As the UK central bank, with insight into, and oversight of, a broad spectrum of the UK
economy, the BOE has considerable resources and expertise at its disposal. Specifically,
regarding its oversight of FMIs, BoE has a Director of FMI Supervision, who reports to the
Executive Director of Financial Stability, who reports to the Deputy Governor of Financial
Stability, who, in turn, reports to the Governor. In its supervision of financial market
infrastructure the Bank also works closely with the Financial Conduct Authority (“FCA”), as
outlined in a Memorandum of Understanding between the Bank, FCA and Prudential Regulation
Authority (“PRA”) for supervision of markets and market infrastructure. The Bank also works
closely vgith overseas authorities which have an interest in UK-based systems that support global
markets.=

Regarding funding, the Bank is able to charge fees to FMIs to cover the costs of its supervision.
Also, the Bank normally requires supervised institutions to cover the cost of any reports that the
Bank considers it necessary to commission from external experts, either directly or by refunding
costs incurred by the Bank. The Bank may also seek to recover some other exceptional costs, for
example if it were necessary to appoint a specialist inspector under s193 of the Banking Act
2009 in relation to a recognised payment system.2

I1. Source and Scope of Bank of England’s Authority

As noted above, the CMECE is both a CCP and Designated System, both of which were brought
under the Bank’s authority by the Financial Services Act (2012). CCPs and Designated Systems
are regulated under Part 18 of the Financial Services and Markets Act 2000 (FSMA), and are
subject to the UK ‘recognition requirements’ as Recognised Clearing Houses (RCHs). In order
to be “recognised,” RCHs must comply with the recognition requirements laid down in the

i See BoE’s website at http://www.bankofengland.co.uk/Pages/home.aspx.

£1d.

% Section 7 of the “The Bank of England’s approach to the supervision of financial market infrastructures” April
2013 (“Supervisory Guidance”), available at
http://www.bankofengland.co.uk/financialstability/Pages/fmis/supervisory_app/supervisoryapproach.aspx.
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Financial Services and Markets Act 2000 (Recognition Requirements for Investment Exchanges
and Clearing Houses) Regulations 2001. Designated Systems must comply with the Settlement
Finality Regulations. As noted below, the Bank has broad supervisory authority over the FMIs to
gather information, direct actions, and impose sanctions and penalties. Bank supervision is also
guided by the requirements of EMIR and the CPSS-IOSCO Principles.

I11. Description of Laws, Rules and Regulations
A. Authorization, licensure or registration

The CMECE Board recognizes that the legal basis for its activities is of critical importance and
accordingly the Board assigns a high priority to legal certainty and risk analysis. CMECE’s
evaluation of the legal basis for its core activities focuses on jurisdictions that may have an
impact on the credit or liquidity risks that CMECE faces, including custody risks with respect to
the location of the collateral held by CMECE, and operational risks associated with CMECE’s
daily operations and resolution of a Clearing Member default in a crisis situation. Credit,
liquidity and custody risks may depend in turn on the jurisdictions that govern the activities of
CMECE Clearing Members, settlement banks and custodian banks, CSDs and Securities
Settlement Systems.

Regulatory authorization and permissions in UK and EU

English law is the governing law for the majority of CMECE’s operations. English law provides
a source of legal certainty in relation to the activities and risks identified by CMECE in relation
to its clearing operations. The relevant English law and EU legal framework consists of the
following key pieces of legislation and sources of rules relevant to the clearing activities of
CMECE: (i) FSMA; (ii) the Financial Services Act 2012; (iii) European Market Infrastructure
Regulation (EMIR) and the relevant EMIR implementing regulatory and technical standards; (iv)
the UK Insolvency Act 1986; (v) UK’s Financial Markets and Insolvency (Settlement Finality)
Regulations 1999 (FMIR); (vi) the UK Companies Acts 1986, 1989 and 2006; (vii) the Banking
Act 2009; and (viii) the CMECE Rulebook and related policies and procedures, including the
Clearing Procedures; and (ix) the recognition order issued by the HM Treasury conferring
CMECE with RCH status under FSMA in December 2010.*

In order to provide clearing services in the UK, a CCP must have the requisite regulatory
authorization and permissions under applicable UK and EU law. CMECE received regulatory
authorization to provide clearing services in December 2010 from the FSA following the
granting of a recognition order by HM Treasury conferring CMECE with RCH status under
FSMA. The FSA has since been disbanded as part of a broad re-organization of regulatory and

4 All references to legislation are to such legislation as currently in force and as amended from time to time.
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supervisory duties in the UK, and the BoOE has assumed responsibility for the supervision of
CMECE and other RCHs in the UK under FSMA. Supervision of clearing houses is undertaken
at the BoE alongside the supervision of other financial institutions, securities depositories and
payment systems.

EMIR came into force in August 2012 and the EMIR implementing regulatory and technical
standards to support it came into force on 15 March 2013. EMIR and the regulatory and
technical standards are directly applicable in the UK and the UK has not been required to
implement the relevant legislation as a result. UK-incorporated RCHs that constitute CCPs for
the purposes of EMIR are required to satisfy the provisions of EMIR and the relevant EMIR
implementing regulatory and technical standards, together with any additional domestic
requirements, in order to achieve and maintain authorization under EMIR. As a result, following
the entry into force of EMIR, all clearing houses in the EU (including UK RCHSs such as
CMECE) have been required to seek ‘re-authorization” as a CCP under EMIR, and their
supervisory oversight will thereafter switch to an arrangement under which lead supervisory
responsibilities are undertaken by the main home country authority in conjunction with a college
of regulators drawn from national authorities across the EU.

In each case, the college of the relevant CCP will include: (i) the European Securities and
Markets Authority (“ESMA?”); (ii) the CCP’s competent authority; (ii) the competent authorities
responsible for the supervision of the Clearing Members of the CCP that are established in the
three Member States with the largest contributions to the default fund of the CCP; (iii) competent
authorities responsible for the supervision of trading venues served by the CCP; (iv) competent
authorities supervising CCPs with which interoperability arrangements have been established,;
(v) competent authorities supervising central securities depositories to which the CCP is linked,;
(vi) relevant members of the European System of Central Banks (“ESCB”) responsible for the
oversight of the CCP and other CCPs with which interoperability arrangements have been
established; and (vii) the central banks of issue of the most relevant EU currencies in which
financial instruments are cleared.

Each CCP is required to adopt rules that comply with the requirements of EMIR (and relevant
national laws in the EU member state of incorporation) and is required to enforce those rules.
The CMECE Rulebook sets forth the legal basis of CMECE’s clearing and settlement activities;
and the terms and conditions under which CMECE, CMECE Clearing Members and market
participants operate in terms of submitting contracts for clearing, novation and clearing by
CMECE and the eventual settlement of cleared contracts. Separate chapters in the CMECE
Rulebook (the CMECE Contract Module) set forth the contract specifications of all contracts
cleared by CMECE.
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EMIR requires that CCPs are designated under the SFD. CMECE is a designated system under
the UK’s settlement finality regulations, the SFRs which implement the EU Settlement Finality
Directive. The designation order was made in July 2012 and this means that CMECE benefit
from the advantages of designation (helping to protect system rules within the CMECE
Rulebook on the irrevocability of payments and protect the finality of settlement from challenge
by insolvency practitioners).

CMECE’s Rulebook includes specific settlement finality rules aligning with the SFD
requirements for a designated system under the UK settlement finality regulations. The main
focus of the rules is to specify when money payments made to and instructed by CMECE are
binding and final, and similarly when movements of collateral to and from CMECE accounts are
binding and final. CMECE’s settlement finality rules provide additional protection and certainty
in respect in respect of cash payment and security transfer settlements effected under the
CMECE Rulebook.

Legal framework for contractual arrangements

The CMECE Rulebook and Clearing Membership agreements establish unique relationships
between CMECE and each of its Clearing Members as principals, with respect to all cleared
transactions, whether for house (proprietary) or client accounts, and related flows and stocks of
cash and non-cash collateral. The adoption of this principal-to-principal structure follows
external legal advice on the most secure basis for contractual relationships under English law.

The essence of the principal-to-principal structure is that CMECE looks to its Clearing Members
to support all the positions they hold at CMECE and to continue to meet all performance
obligations regardless of whether, if the positions are maintained for Clients in a broking
relationship, underlying Clients have failed to meet their equivalent obligations to Clearing
Members. The account structure as implemented by CMECE is fully consistent with EMIR and
the recognition of client interests in positions held in client accounts, and collateral related to
those accounts, insofar as there is a clear separation between house and client accounts and
collateral, up to and including default actions. Under the provisions of the Default Rules within
the CMECE Rulebook, CMECE has a formal obligation to respect that complete separation, in
accordance with the requirements of EMIR and Part V11 of the UK Companies Act 1989.

In addition to the CMECE Rulebook, which creates a contract between CMECE and its Clearing
Members, under English law in respect of each cleared contract and the general obligations
arising under the CMECE Rulebook between CMECE and its Clearing Members, CMECE relies
upon legal agreements executed with financial institutions that serve as CMECE Settlement
Banks and as custodians, including Central Securities Depositaries (“CSDs”) and Securities
Settlement Systems (“SSSs”), which are appointed by CMECE for the holding of assets relating
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to Clearing Member or Client collateral or Guarantee Fund Contributions under the CMECE
Rulebook.

CMECE’s cash settlement agreements and physical settlement agreements are governed by
English law. CMECE’s custody agreements are governed by the relevant local law in which the
custodian, CSD or SSS is based, as is standard practice in custodial arrangements. Where an
arrangement involves third country parties or legal jurisdiction or governing law, a detailed legal
assessment of any local law requirements is undertaken to ensure that CMECE’s interest in any
assets held in custody by a custodian, CSD or SSS is adequately protected from material damage
under the relevant local law in those jurisdictions. On the basis of detailed legal advice and legal
opinions from internal and external specialist counsel, the CMECE Board will review, question
and approve (where appropriate) the extension of custodian or banking arrangements outside the
UK.

Regulatory authorization and permissions in non-EU jurisdictions

While English law governs the CMECE Rulebook, CMECE deals with financial institutions
across a range of jurisdictions, including Clearing Members, Clients, settlement banks,
custodians, CSDs and SSSs. Prior to accepting a non-UK domiciled Clearing Member or
contracting with a non-UK financial institution as a settlement bank, collateral custodian or party
to any other contract that is material to CMECE’s operations, CMECE conducts a thorough
evaluation of the legal risks associated with doing so and secures legal opinions evaluating the
enforceability of CMECE’s legal and contractual rights and obligations vis-a-vis that
counterparty. All legal agreements are subject to scrutiny by CME Group internal lawyers and
external specialist counsel where required.

Where CMECE holds a regulatory authorization, license or permission from a third country
jurisdiction, CMECE is permitted to offer certain services in accordance with the terms of such
authorization, license or permission subject to all relevant local legal and compliance
requirements in those jurisdictions. CMECE does not provide services in any jurisdiction
without appropriate regulatory authorization.

The Ontario Securities Commission has issued an order to exempt CMECE from the requirement
to be recognized as a clearing agency in subsection 21.2(0.1) of section 147 of the Securities Act
(Ontario) (OSA). The exemption was granted on the basis that CMECE is subject to appropriate
regulatory and oversight regime in the UK. This exemption allows CMECE to provide clearing
services provided by clearing agencies in the state of Ontario, Canada. In support of its business
expansion plans CMECE will apply to third country authorities for licenses to provide clearing
services in those jurisdictions in due course. CMECE also ensures that the relevant provisions in
the CMECE Rulebook are enforceable against Clearing Members and Settlement Banks.
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B. Financial Resource Requirements

The Regulatory Technical Standards (RTS) under EMIR2 set out the capital requirements for
CCPs.

A CCP must hold capital, including retained earnings and reserves, which shall be at all times
more than or equal to the sum of:

(a) the CCP’s capital requirements for winding down or restructuring its activities;
(b) the CCP’s capital requirements for operational and legal risks;

(c) the CCP’s capital requirements for credit, counterparty and market risks;

(d) the CCP’s capital requirements for business risk.

The components of (a)-(d) must be calculated in as prescribed by the RTS.

A CCP must have procedures in place to identify all sources of risks that may impact its
ongoing functions and consider the likelihood of potential adverse effects on its revenues or
expenses and its level of capital.

If the amount of capital held by a CCP is lower than 110 % of the capital requirements or
lower than 110 % of EUR 7,5 million (“notification threshold’), the CCP shall immediately
notify the competent authority in writing and keep it updated at least weekly, until the amount of
capital held by the CCP returns above the notification threshold.

C. Ongoing supervision and oversight

As the competent authority responsible for carrying out the lead duties of supervision and
oversight of CMECE under EMIR, the BoE is responsible for overseeing CMECE’s compliance
with the authorization requirements under EMIR. The supervision of CMECE by BoE takes the
form of: (i) regular supervisory visits and dialogue with the CMECE regulatory compliance
function, risk and operations staff and senior management; (ii) routine notification requirements
covering financial resources, changes in key personnel and board directors; (iii) exceptional
notifications in the event of any operational delays or difficulties and of steps taken and progress
towards elimination of the source of delays and difficulties; (iv) transmission of all internal audit
reports and all Board and committee minutes and papers; (v) prior notification and non-objection
of any intended change in risk management practices; (vi) prior notification and non-objection
of any extension of the product or market scope of clearing activity; (vii) prior notification and
non-objection of all proposed changes to the CMECE default rules.

2 COMMISSION DELEGATED REGULATION (EU) No 152/2013 of 19 December 2012 supplementing
Regulation (EU) No 648/2012 of the European Parliament and of the Council with regard to regulatory technical
standards on capital requirements for central counterparties
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The Bank of England also conducts Supervisory Reviews at least annually, which concentrates
on key areas of focus of the Bank of England. The Bank of England supervisors also
independently meet CMECE’s internal and external auditors each year without CMECE staff
being present, and meet the INED representatives of the CMECE Board at least twice each year
on the same basis. All CMECE Board members are subject to interview and clearance from the
Bank of England before their appointments can be confirmed.

D. Adherence to PFMIs (successor standards to the RCCPs)

The Bank uses the Principles of Financial Market Infrastructures, successor standards to
the RCCPs, to guide its review of FMIs, including CMECE. For instance, in its
Supervisory Guidance,® BoE notes the following:

The Principles for Financial Market Infrastructures published by CPSS-1I0SCO in April
2012 form a key foundation stone for the Bank’s supervisory approach. The UK
regulatory framework, and requirements and rules set within it, will be consistent with
the minimum standards in the Principles. They will go beyond the minimum standards if
the Bank judges this necessary to address systemic risk.”

E. Review and/or approval of rules

Changes to the CMECE Rulebook rules are filed with the BoE for prior 'non-objection’, and
consultations relating to rule and procedural changes are also circulated among customers of
CMECE through the publication of Clearing Advisory notices which are also available on the
CMECE website.

F. Inspection, investigation and surveillance powers
As noted in section 6.1, of the BoE’s Supervisory Guidance, BoE’s supervisory powers include:

(i) Information gathering — The Bank has powers to gather information from RCHs, to
support both its supervision and its financial stability work more generally.

(ii) Powers of direction — Where an institution is not complying with FSMA requirements,
the Bank may direct the RCH to take actions that bring it back into compliance. In certain
circumstances, the Bank may also direct a UK CCP to take, or refrain from taking, other
specified action if the Bank is satisfied that it is necessary, for example to protect
financial stability.

(iii)Sanctions, warning notices and appeals — The Bank has powers to enforce supervisory
requirements including public censure, penalties and, ultimately, revoking recognition.

& “The Bank of England’s approach to the supervision of financial market infrastructures” April 2013, available at
http://www.bankofengland.co.uk/financialstability/Pages/fmis/supervisory_app/supervisoryapproach.aspx.

I See “Introduction” of the Supervisory Guidance, at 3.

81d, at 14 (Section 6).
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G. Customer Funds

CMECE’s members’ customer funds are subject to protections under the Financial Conduct
Authority’s Handbook. For instance, CASS 7.4.1 requires that “a firm, on receiving any client
money, must promptly place this money into one or more accounts opened with any of the
following:

(i) acentral bank;

(if) a CRD credit institution;

(iii)a bank authorised in a third country;
(iv)a qualifying money market fund.

Also, CASS 7.4.7 requires that if a firm does not deposit client money in a central bank, it must
“exercise all due skill, care and diligence in the selection, appointment and periodic review of the
credit institution, bank or qualifying money market fund where the money is deposited and the
arrangements for the holding of this money.” CMECE establishes accounts to enable its clearing
members to comply with these CASS provisions.
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SUPPLEMENT S-1 — EXHIBIT F-1
Request:
Attach, as Exhibit F-1, the following:

A description of the clearing organization’s regulatory or compliance department,
including its size, experience level, competencies, duties and responsibilities of staff.

Response:

Several Staff support CMECE’s regulatory and compliance function, including: (i) the
Regulatory Compliance Officer (“RCQO”); (ii) the Head of Internal Audit; and (iii) the Chief Risk
Officer. Their qualifications and duties are described below.

Risk Management Officer and Staff

The RCO is responsible for: (i) developing and enforcing appropriate compliance policies and
procedures for CMECE; (ii) reviewing CMECE’s compliance with applicable regulatory
requirements; (iii) communicating with regulatory authorities; and (iv) resolving conflicts of
interest issues, and any non-compliance issues that may arise in connection with the activities of
CMECE. To carry out those duties, the RCO engages in a number of activities, including: (i)
preparing a report for the Board which reviews regulatory developments; (ii) attending all Board
discussions about regulatory compliance and operational controls; (iii) reporting non-
compliance incidents; and (iv) maintaining an issues log. The RCO also has a reporting line to
CMECE’s Audit Committee of the Board to ensure a degree of independence from the executive
management of CMECE.

The RCO’s staff (“Compliance Department”), which currently is composed of 1 person,
continually monitors and reviews CMECE’s compliance with regulatory requirements. CMECE
is currently in the process of hiring an additional member of the Compliance department and it is
anticipated that the number of staff in this department will be increased as the volume of
business increases.

Head of Internal Audit and Staff

The Head of Internal Audit is responsible for assessing the observance and effectiveness of
internal controls and procedures. The Head of Internal Audit is supported by CME Group
Global Assurance (internal audit) staff, which consists of [#] people, to assist in conducting
periodic or themed audits of internal controls within CMECE. The role of Head of Internal
Audit is currently outsourced. The role is filled by an external consultant, employed by a
professional services firm engaged to lead the internal audit function within CMECE. The Head
of Internal Audit reports directly to the Chairman of the CMECE Audit Committee, which
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regularly reviews and assesses the CMECE internal audit plan. The CEO has responsibility for
monitoring and management of critical outsourced service supply functions, including Internal
Audit.

Head of Risk Management and Staff

The Chief Risk Officer is responsible on a day to day basis for implementing the risk
management framework of CMECE. He is assisted by a Staff of 9 people. In addition to his role
in implementing the risk management framework, the HChief Risk Officer is ultimately
responsible for supervising CMECE employees engaged in credit and market risk management
and makes recommendations concerning procedures, policies, and controls, to the CMECE Risk
Committee. The Chief Risk Officer reports to the CEO and also has a direct reporting line to the
Chairman of the CMECE Risk Committee to ensure sufficient independence from the executive
management. The CMECE Chief Risk Officer is also present at all Board discussions of risk
items.

Risk Management Framework

As noted above, the Chief Risk Officer implements the risk management framework. The
CMECE risk management framework is comprised of a number of key elements:

(i) Risk management guidelines, procedures, and controls documented in the form of risk
management policies, including policies which address credit risk, counterparty risk and
reviews, liquidity risk, concentration risk, default risk and default management, market
risk, model risk and operational risk. In addition, the CMECE Operational Risk Control
Framework and internal operating procedures are used as a guide for policy and
procedural implementation and oversight by CMECE staff;

(if) A comprehensive Risk Assessment Framework document setting out all the CMECE
internal risk policies, procedures and controls, together with details of responsibilities,
governance and review of adequacy;

(iii)Delineation of the Executive Management’s and Staff’s responsibilities to operate the
company on the basis of the established policies, procedures, and controls;

(iv)Delineation of the CMECE Risk Committees’ responsibility for oversight and review of
the continued adequacy of the risk management policies;

(v) Delineation of the responsibility of the Executive Management and the staff for reporting
to the governance committees and the CMECE Board on any deviation from agreed
policies and procedures and any control failures;
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(vi)Board decisions on adjustments of policies, procedures and controls, on the basis of
recommendations made to it by the Audit and Risk committees, the Internal Audit
Function, the external auditors, the Regulatory Compliance Officer, or the Executive
Management.

The CMECE risk management framework is dynamic and develops along with the growth of the
product-range of CMECE cleared contracts. Changes may be driven by regulatory requirements,
or modifications may be the result of internal changes requested to improve and adjust policies
and controls and to account for changes in the range of clearing and contract specifications. All
significant changes to policies are documented, agreed through formal governance arrangements
and subject to regulatory review and sign-off.
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SUPP S-1—EXHIBIT F-2

Request: Attach a description of the clearing organization’s rules and how they are enforced,
with reference to any rules provided as part of Exhibit A-5 that require the clearing organization
to comply with one or more of the RCCPs.

Response:

CMECE’s rules appear in its Clearing Rules (“Rulebook™) (located at the following link:
http://www.cmegroup.com/europe/clearing-europe/membership/filess CMECE-Rulebook.pdf.)
and  Clearing  Procedures  (“Procedures”)  (located at the following link:
whttp://www.cmegroup.com/europe/clearing-europe/membership/filessf CMECE-Clearing-
procedures.pdf.) Among other things, the CMECE Rulebook sets out the contractual provisions
and operational requirements that apply to both CMECE and Clearing Members with respect to:
(i) Clearing Membership requirements; (ii) submission of transactions for clearing; (iii) the
acceptance of transactions for clearing; (iv) daily and final settlements; (v) margin requirements;
(vi) netting and offset; (vii) Guarantee Fund contributions; (viii) CMECE’s right to the collateral
it holds to margin positions and to guarantee performance of its Clearing Member's obligations
to CMECE; (ix) default rules; and (x) related account segregation and porting requirements. The
CMECE Rulebook also contains provisions relating to complaints and disciplinary matters in
relation to behavior of CMECE or its Clearing Members in relation to clearing activity.

Clearing Members must agree to abide by the CMECE Rulebook and the Clearing Procedures.
Further, CMECE has rules regarding the enforcement of its rules, which are described in Exhibit
F-3.

CMECE’s Rules are clearly stated, internally coherent, and readily accessible to participants and
to the public on CMECE’s website. Moreover, CMECE and CME Group staff are available to
answer questions regarding the interpretation or application of specific rules. Changes to the
CMECE Rulebook rules are filed with the BoE for prior non-objection, and consultations
relating to rule and procedural changes are also circulated among customers of CMECE through
the publication of Clearing Advisory notices, which are also available on the CMECE website.
CMECE also provides to Clearing Members a Clearing House Manual of Operations, which
contains detailed procedures for Clearing Members to follow with respect to all aspects of
CMECE’s clearing and settlement processes. In addition, CMECE publishes information with
respect to all aspects of CMECE’s clearing and settlement processes on its website.

The Rulebook covers all facets of the relationship between the clearing member and the clearing
house, including the following: membership requirements (Chapter 3), rules relating to clearing
for non-members (Chapter3a); rules relating to accounts and clearing procedures (Chapters 4 and
5); rules relating to collateral and the guarantee fund (Chapters 6 and 7); the default provisions
(Chapter 8); enforcement of the clearing house rules (Chapter 9); settlement and contract
performance (Chapters 10 and 11) and reporting (Chapter 12). The Clearing Procedures must be
read in tandem with the Rulebook and provide additional specificity with respect to the
requirements that apply.



I SUPP S-1—EXHIBIT F-3
Request: Attach the following, to the extent not included in Exhibit F-2:

A description of the clearing organization’s disciplinary rules, including but not limited to rules
that address the following —

(1) Disciplinary authority and procedures that empower staff to recommend and prosecute
disciplinary actions for suspected rule violations and that provide the authority to fine,
suspend, or expel any clearing participant pursuant to fair and clear standards.

(2) The issuance of warning letters and/or summary fines for specified rule violations.

(3) The review of investigation reports by a disciplinary panel or other authority for issuance
of charges or instructions to investigate further, or findings that an insufficient basis exists to
issue charges.

(4) Disciplinary committees of the clearing organization that take disciplinary action via
formal disciplinary processes.

(5) Whether and how the clearing organization articulates its rationale for disciplinary
decisions.

(6) The sanctions for particular violations and a discussion of the adequacy of sanctions with
respect to the violations committed and their effectiveness as deterrents to future violations.

Response:

The CMECE’s disciplinary rules, which are outlined in Chapter 9 of the Rulebook are objective,
clearly defined, and fair; and provide Clearing Members, among other things, with adequate
notice, the opportunity to respond to allegations, and the right to appeal decisions to an objective,
fair arbiter.

Investigations

CMECE can initiate an investigation for breaches of its rules, regardless of how such allegations
come to its attention, including by Clearing Member complaint (Rule 9.2.1)." Pursuant to Rule
9.3, CMECE follows the following process for investigations:

(i) Issues a notice of Investigation (Investigation Notice) to the Clearing Member concerned,
noting that an Investigation has been commenced, and setting out a brief description of
the matter under Investigation.

! Rule 9.1 notes, among other things, that if a Clearing Member Complaint alleges a breach of the CMECE’s Rules,
the Clearing House will open an investigation and may start Disciplinary Proceedings if deemed necessary. Further,
if CMECE considers it appropriate, or is otherwise required to do so under Applicable Law, it may provide details to
a Regulatory Authority about any Complaint, matter or concern which it considers requires investigation and about
any outcome of an Investigation or Disciplinary Proceeding. The procedure for Clearing Member complaints also
appears in the Complaints Procedure section of the CMECE Procedures, at 56.
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(if) Upon completion of investigation, CMECE sends to the relevant Clearing Member, a
preliminary letter that describes its preliminary factual conclusions and the action it
proposes to take.

(iii)CMECE must also invite the Clearing Member to either attend a meeting or to send
written comments to correct any factual error that it reasonably considers has been made
in the preliminary letter.

(iv)After the meeting or the receipt of written comments from the Clearing Member, the
CMECE will finalize its initial findings and present them in writing to the Clearing
Member.

(v) After sending its initial findings to the Clearing Member, the CMECE may exercise one
or more of the following powers in relation to the Clearing Member concerned:

(a) decide that no further action should be taken against the Clearing Member;
(b) issue a private written warning to the Clearing Member;
(c) instigate Disciplinary Proceedings;

(d) carry out further enquiries if the Investigation indicates that this is necessary in
order to conclude satisfactorily the Investigation; or

(e) refer all or a portion of the investigation to a Regulatory Authority.

(vi)CMECE must notify the Clearing Member, in writing, of which power it will exercise.

Clearing Member Cooperation
Under Rule 9.2, Clearing Members must cooperate with investigations, including:
(i) providing the CMECE with any necessary information, within a specified time frame;

(i) permitting representatives of the CMECE access, with or without notice, during business
hours to any of the Clearing Member’s business premises;

(ii)making its representatives readily available for meetings with the CMECE staff
conducting the investigation;

(iv)using its best endeavors to ensure such their staff answer truthfully, fully and promptly,
all questions that are put to them;

(v) providing the CMECE staff with reasonable access to documents, records, files, tapes and
computer systems which are within the Clearing Member’s possession or control; and



(vi)printing information in the Clearing Member’s possession or control which is held on
computer, or otherwise convert it into a readily legible document or any other record that
may be reasonably requested by the CMECE staff conducting the Investigation.

Disciplinary Proceedings / Disciplinary Panels

Pursuant to Rule 9.4, the Board must nominate members of a Disciplinary Panel for each
disciplinary proceeding. Each Disciplinary Panel must consist of three persons (including a
Chairman) who are market practitioners, members of the Risk Committee, experts, lawyers or
other suitable persons at the discretion of the Clearing House. The following, however, cannot
serve on a Disciplinary Panel:

(i) employees or directors of CMECE;

(i) a Clearing Member subject to disciplinary proceedings or any of their Affiliates,
Representatives or customers;

(iif)a person with a personal or financial interest in, or has been involved in any investigation
into, the matter under consideration.

(iv)a person for whom a business, with which he is associated, has any commercial
relationship with any parties involved in the investigation that may cause actual or
potential material conflict.?

To commence the Disciplinary Proceedings, CMECE must send to the Clearing Member
concerned a written notice (the Disciplinary Notice), which contains details of the alleged breach
of the Rules and sufficient information to enable the Clearing Member to understand and respond
to such allegations. The Clearing Member then has twenty Business Days from receipt of the
Disciplinary Notice to provide a statement of defense (“Defence”). After due consideration of the
Defence, the Clearing House may either:

(i) proceed with the Disciplinary Proceedings;
(i) terminate the Disciplinary Proceedings; or
(iii)amend the Disciplinary Notice.

The Disciplinary Panel will hear submissions on the matter of the alleged breach of the Rules
and determine whether there has been a breach of the Rules and, if so, the appropriate sanction
that shall be imposed. To carry out its function, the Panel is empowered to:

(i) order the disclosure by CMECE or Clearing Member of such further information,
documents or other evidence as may be necessary;

2 In the event of any member of the Disciplinary Panel having or acquiring a personal, or financial interest in the
outcome, or a commercial relationship, or in any other way being or becoming incapacitated or permanently
unavailable, the chairman of the Disciplinary Panel (or in the case of the chairman of the Disciplinary Panel, the
Chairman of the Board of Directors of the Clearing House) may direct that the Disciplinary Panel to continue to act
with a reduced number, or appoint another person to take the place of the retiring member of the Disciplinary Panel,
or = direct that a new Disciplinary Panel should be appointed to rehear the matter (Rule 9.4.4).
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(i) issue directions and take such other steps as it considers appropriate to clarify the
facts and issues and determine the case;

(iii)if it considers appropriate, but only with the express agreement of CMECE and
the Clearing Member concerned, decide to determine the case upon written
submissions and evidence placed before it;

(iv)in all other cases, give the opportunity to, or require, CMECE and the Clearing
Member to attend hearings before the Disciplinary Panel, where the CMECE and
the Clearing Member may call witnesses to give evidence and be questioned;

(v) allow the Clearing Member and CMECE to be assisted or represented by any
person, whether or not legally qualified,

(vi)require hearings to be held in private unless the Clearing Member or CMECE
requests otherwise and the other party consents; and

(vii) appoint its own legal advisers (Rule 9.4.12).

The Disciplinary Panel will then communicate in writing its findings and particulars of any
sanction determined to CMECE and to the Clearing Member concerned.

Sanctions

Pursuant to Rule 9.4.16, a Disciplinary Panel is empowered to impose one or more of the
following sanctions:

(1) issue a private written warning to the Clearing Member;
(ii) issue of a public notice of censure;
(iii)impose a fine of any amount;

(iv)require the disgorgement of any gain made by the Clearing Member or its
Representatives in connection with the breach of the Rules;

(v) recommend that CMECE suspend or terminate the membership or membership of
a particular Membership Category of the Clearing Member with immediate effect;
or

(vi)issue an order requiring the Clearing Member to take such steps, including
making an order for compensation, as the Disciplinary Panel may direct, to
remedy the situation caused by the breach of the Rules.

Appeals

In accordance with Rule 9.5, within ten Business Days of receiving notice in writing of a
decision of a Disciplinary Panel or a notice of sanction — whichever is the later — a Clearing
Member may appeal to the appeals body (the Appeals Body). And CMECE must refer the
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appeal to the Appeals Body within ten Business Days of receipt of the appeal. Pursuant to Rule
9.5.3, in the case of appeal against a sanction, the Appeals Body may affirm, vary or revoke the
sanction; or order a re-hearing by a new Disciplinary Panel. 9.5.4

In accordance with Rule 9.5.4, the Appeals Body must consist of one or more persons who are:

(i) independent of CMECE (i.e., never been an officer, director or employee of CMECE or
an Affiliate);

(i) have appropriate experience of the clearing market and normal clearing operations; and

(iii)have appropriate knowledge of the Clearing House, the Rules and relevant Applicable
Law.

The members of the Appeal Body must be nominated by a third-party, the Centre for Effective
Dispute Resolution in London.® The decision of an Appeals Body is final and binding and there
is no further appeal.

® An arbitration and mediation entity. More information available at http://www.cedr.com/.
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	1 Introduction
	2 Application Process
	2.1 To apply for membership of the Clearing House, each applicant must complete the application form and submit this along with the supporting documents set out in it to the Risk and Membership Department of the Clearing House. The application form may be obtained by contacting the Risk and Membership Department on 44 (0)20 3379 3100.     
	2.2 The Risk and Membership Department will review the completed application and request additional information from the applicant where necessary. 
	2.3 Upon receipt of the completed application, the Risk and Membership Department will submit the application for review and consideration by the Risk Committee. Following this review, the Risk Committee will make a recommendation to the Board of Directors regarding the application for membership. The Board of Directors will then decide whether to grant membership of the Clearing House to the applicant.  It is anticipated that the Risk Committee review will take place within six (6) weeks of receipt of the completed application.

	3 General Requirements
	4 Asset classes which can be cleared by each Membership Category
	4.1 The table below sets out which Membership Category a Clearing Member will need to belong to in order to clear Transactions relating to a specific asset class.
	4.2 A Participating Clearing Firm is not permitted to clear Transactions until it has provided to the Clearing House its Contribution to the Standard Guarantee Fund or IRS Guarantee Fund as applicable.

	5 Standard Accounts
	5.1 Standard Clearing Members are required to open separate Standard Accounts in respect of OTC commodity derivatives and Exchange traded derivatives.

	6 Capital Requirements
	6.1 Standard Clearing Members are required to maintain Tier 1 Capital of at least GBP 10 million.   
	6.2 The capital requirement for IRS Clearing Members is scalable depending on the risks posed by an IRS Clearing Member. IRS Clearing Members are required to maintain Tier 1 Capital which is at least the higher of:
	(a) EUR 350 million;
	(b) equal to 20% (twenty per cent.) of the aggregate Collateral requirement for all of its IRS Accounts; or
	(c) such other capital requirement recommended by the IRS Risk Committee and approved by the Clearing House.

	6.3 In establishing that the minimum capital requirements are met and respected by banks and other Clearing Members authorised and supervised by a Regulatory Authority for financial services (such as the UK FCA or PRA), the Clearing House will only recognise capital calculated pursuant to the rules and regulations of the primary Regulatory Authority of the Clearing House. For banks and non-bank investment firms, capital is defined as Tier I Capital computed according to the capital adequacy requirements using the standards as defined by the FCA or PRA.  Clearing Members which are banks must also maintain a Total Risk-Based Capital Ratio (Tier I Capital plus Tier II Capital divided by Total Risk Weighted Assets) of at least 10%.  The Clearing House may set additional Capital Requirements. 
	6.4 For Clearing Members not regulated by any Regulatory Authority for financial services, the Clearing House will recognise the equivalent of Tier 1 capital as described in paragraph 6.3 in assessing whether the minimum capital requirement is met. A Clearing Member which is in doubt about this definition should contact the Risk and Membership Department on 44 (0) 20 3379 3100. 
	6.5 On the basis of risk evaluation and at its sole discretion, the Clearing House may require an applicant to maintain capital above the minimum capital requirement and may also require a parental guarantee in support of the applicant.
	6.6 Prior to the approval of a membership application, each applicant will be assessed against defined levels of creditworthiness, as set out in the Clearing House’s Credit Risk Policy.  Applicants which do not meet the required level of creditworthiness will not be accepted as Clearing Members.  Clearing Members will also be monitored on an on-going basis according to the Credit Risk Policy to ensure that they continue to satisfy the relevant financial requirements and remain in good financial health.

	7 Collateral Requirements
	8 Contributions
	8.1 Standard Clearing Members must deposit with the Clearing House a Contribution to the Standard Guarantee Fund. The amount of the Contribution is determined by the Clearing House and re-assessed on at least a monthly basis. The amount required initially and each quarter is notified to the Standard Clearing Member. The minimum Contribution for a Standard Clearing Member is USD 0.5 million for commodities and USD 1.5 million for FX.  
	8.2 IRS Clearing Members must deposit with the Clearing House the IRS contribution to the IRS Guarantee Fund. The amount of the Contribution to the IRS Guarantee Fund is determined by the Clearing House and re-assessed on at least a monthly basis. The minimum Contribution to the IRS Guarantee Fund is EUR 10 million.  
	8.3 Further details on the Guarantee Funds and Contributions to them are set out in Chapter 7 of the Rules and the Guarantee Funds Procedure. 

	9 Financial Reporting Requirements 
	9.1 Clearing Members authorised and supervised by a Regulatory Authority for financial services must submit any and all financial reports that are required to be filed with such Regulatory Authority to the Clearing House unless the Clearing House is able to obtain them directly from such Regulatory Authority. Such financial reports must be filed with the Clearing House within thirty (30) Business Days after such statements are provided to the Clearing Member’s primary Regulatory Authority. 
	9.2 Clearing Members not regulated by a Regulatory Authority for financial services must submit monthly unaudited financial reports in a form acceptable to the Clearing House. Such financial reports must be filed within fifteen (15) Business Days of each month-end. 
	9.3 The financial reports must: 
	(a) demonstrate compliance with the Clearing House’s minimum capital requirements;
	(b) demonstrate a Total Risk-Based Capital Ratio of 10%, if applicable; 
	(c) be presented in English; and 
	(d) be stated in the currency in which the Clearing Member is legally required to produce its audited financial reports.

	9.4 If the information is not included in the financial reports, Clearing Members must also notify the Clearing House of any planned capital withdrawals and subordinated debt maturing within six (6) months of the date of such reports.  

	10 Financial Statement Filings  
	10.1 Clearing Members authorised and supervised by a Regulatory Authority for financial services are also required to submit audited financial statements as of the Clearing Member’s financial year-end unless the Clearing House is able to obtain them directly from the Regulatory Authority. Such financial statements must be filed within five (5) Business Days of their submission to the Clearing Member’s primary Regulatory Authority. 
	10.2 Clearing Members not regulated by a Regulatory Authority for financial services must also submit an audited financial statement as of the Clearing Member’s financial year-end.  These annual financial reports must be filed within sixty (60) Business Days of the Clearing Member’s financial year-end. 
	10.3 Financial statements must: 
	(a) demonstrate compliance with the Clearing House’s minimum capital requirements; 
	(b) demonstrate a Total Risk-Based Capital Ratio of 10%, if applicable; 
	(c) be presented in English; and 
	(d) be stated in the currency in which the Clearing Member is legally required to produce its audited financial reports. 

	10.4 The audited financial statements of Clearing Members must include at a minimum the following (or the equivalent in any jurisdiction to the extent applicable): 
	(a) external auditor’s opinion letter; 
	(b) statement of financial condition;  
	(c) statement of income (loss); 
	(d) statement of cash flows; 
	(e) statement of changes in ownership equity; and 
	(f) appropriate footnote disclosures.   


	11 Disaster Recovery and Business Continuity 
	11.1 Each Clearing Member is required to have in place adequate disaster recovery and business continuity policies and procedures to enable it to satisfy its obligations under the Rules. It is for each Clearing Member to determine whether these are adequate but the Clearing House would expect, as a minimum, that a Clearing Member’s arrangements: 
	(a) comply with any requirements or guidance of any applicable Regulatory Authority; 
	(b) are in line with any relevant industry standards or guidelines; 
	(c) enable the Clearing Member to satisfy its obligations to the Clearing House even in unforeseen circumstances; and 
	(d) are tested on a regular basis and improved as necessary on the basis of the test results. 

	11.2 Each Clearing Member will be required to participate in the Clearing House's testing of its own business continuity arrangements at least once each year. The Clearing House will provide at least four (4) months’ notice of any such test, which will usually take place over a weekend. 
	11.3 Clearing Members are required to notify the Clearing Support Desk of the Clearing House on 44 (0)20 3379 3131 of relevant details in the event that the Clearing Member invokes its business continuity policies and procedures and is likely to require assistance from the Clearing House or if the event is likely to cause disruption to the Clearing Member’s ability to satisfy its obligations to the Clearing House. 
	11.4 Where the Clearing House invokes its own business continuity arrangements, either partially or fully, it shall notify Clearing Members of such via its Website and/or Notice. 
	(a) The Clearing House operates a number of business continuity arrangements, including system failovers and site recovery. Depending upon the nature of a recovery event the Clearing House may: 
	(i) extend timings or deadlines as set out in the Rules or these Procedures; 
	(ii) amend or temporarily suspend margin procedures, including invoking ad hoc margin calls; and/or 
	(iii) amend the timing for acceptance and novation of Transactions. 

	(b) The Clearing House shall keep Clearing Members informed of any such events via its Website and/or Notice. 


	12 IRS Membership Requirements
	12.1 IRS Clearing Members must provide the Clearing House with evidence that their firm and its staff have appropriate experience in the IRS market. 
	12.2 IRS Clearing Members must have the ability and expertise to:
	(a) evaluate actual and theoretical market events on portfolio returns on an ex-post or ex-ante basis;
	(b) mark Contracts to market on at least a daily basis;
	(c) calculate concentration risk and impact on Collateral requirements at the levels of both the IRS Clearing Member and each of its Accounts;
	(d) conduct independent daily stress tests based on position and regional concentrations for equities, interest rates, commodities, and foreign exchange asset classes; 
	(e) conduct independent daily stress tests for IRS Contracts based on the net exposures at Contract, Client and Account levels, assess their risk management protections in the light of the tests, and transmit the results to the Clearing House on request and be able to stress test components of portfolio risk; 
	(f) undertake risk factor modelling - using historical data to model future behaviour of risk factors including correlation, volatility and optionality;
	(g) netting - capacity to run netting rules to calculate overall exposure;
	(h) aggregate - roll up data from the position level to the top of the firm;
	(i) monitor IRS trading and profit and loss swings;
	(j) directly access markets in order to liquidate positions held;
	(k) be able to force liquidation of all or parts of clearing-level portfolios, on immediate notice;
	(l) construct a bid for a default management auction;
	(m) assist with hedging the portfolio of IRS Contracts of a Defaulting IRS Clearing Member and demonstrate ability to execute with multiple participants in the OTC market;
	(n) take in a broad portfolio of IRS Contracts and price it in conjunction with the Defaulting IRS Clearing Member auction process;
	(o) be able to commit qualified resources for simulated default management exercises that will be run periodically at the Clearing House. 


	13 Notifications
	13.1 A notice or communication given under or in connection with the Rules or any Agreement with the Clearing House shall, unless otherwise specified, be in writing in English and sent by any of the methods set out below to the address specified below. A notice or communication shall be deemed to be given on the date set out below.
	13.2 Notices or communications to the Clearing House should be marked for the attention of the Chief Executive Officer, and sent to the address below.

	1 Introduction
	2 Positions and Collateral
	2.1 Each Clearing Member may request a Non-Segregated Client Account and as many Client Accounts as it wishes and ask the Clearing House to designate each Client Account as it specifies.
	2.2 The Clearing House records the positions in each:
	(a) Omnibus Client Account on a gross basis save to the extent the Clearing Member requires the Clearing House to net particular Contracts in accordance with paragraph 2.3; and
	(b) House Account, Non-Segregated Client Account and Individual Client Account on a net basis.  

	2.3 The Clearing Member may require the Clearing House to net positions within an Omnibus Client Account each Business Day provided that the Clearing Member must not require the Clearing House to net positions relating to different Clients.
	2.4 Recording positions on a net basis means that long and short positions are automatically set off against one another.
	2.5 Notwithstanding paragraph 2.2(b), the Clearing Member may request the Clearing House not to net positions in an Individual Client Account. In this case, the Clearing House will still calculate the Margin Requirement and Variation Requirement for the Individual Client Account on a net basis in accordance with paragraph 2.6(b).
	Collateral recording
	2.6 Margin Requirement and Variation Requirement are calculated separately for each Account as follows:
	(a) for each Omnibus Client Account on a gross basis taking into account any Contracts that have been netted in accordance with paragraph 2.3;
	(b) for each Non-Segregated Client Account and Individual Client Account on a net basis; and
	(c) for the House Account on a net basis.

	2.7 In relation to the Net Settlement Amount, the Clearing House will call at least two amounts from each Clearing Member representing daily Net Settlement Amounts. These relate to:
	(a) the House Account; and
	(b) all the Clearing Member’s Non-Segregated Client Accounts, Omnibus Client Accounts and Individual Client Accounts.

	2.8 The Clearing House calculates the Variation Requirement for Contracts at least twice daily: intra-day and end-of-day. The Variation Requirement consists of a periodic mark-to-market or revaluation of Contracts and the determination of any final settlement amounts. The Variation Requirement also takes account of other amounts payable under the Contracts relating to an Account such as premiums. Under volatile market conditions, the Clearing House will conduct additional Variation Requirement calculations. For further information on the settlement cycles resulting from intra-day and end-of-day calculations, see paragraph 4 of the Clearing and Settlement Procedure.
	2.9 To calculate the intra-day Variation Requirement, the Clearing House uses current market prices and applies them to the position data submitted by Clearing Members prior to the relevant time set out on the Website on that Business Day. For the end-of-day Variation Requirement, the Clearing House uses final settlement prices and applies them to the position data submitted by Clearing Members prior to the relevant time set out on the Website.
	2.10 The Clearing House uses the Margin Requirement and the Variation Requirement to calculate the Net Settlement Amount for the settlement cycle. The Net Settlement Amount for each Clearing Member is reported to the Clearing Member at the end of each settlement cycle. The Clearing House reserves absolute discretion as to how it calculates the Net Settlement Amount.
	2.11 Contracts (or positions) recorded on IRS Individual Client Accounts and IRS Notional Sub-Accounts may be netted in any of the following ways:
	(i) Gross - if this option is selected the Contracts in the relevant Account will not be netted;
	(ii) Net - if this option is selected the Contracts in the relevant Account will be netted based on the criteria set out below; or 
	(iii) Elective Net - if this option is selected the Contracts in the relevant Account will be netted based on the criteria set out below and matching Client reference ID. 
	(a) type of IRS Contract - this is represented by the template identifier USD3L, etc.
	(b) effective date - the Clearing House will consider the unadjusted effective date when matching for netting criteria.
	(c) maturity date - the Clearing House will consider the unadjusted maturity date when matching for netting criteria.
	(d) fixed coupon - the fixed coupon on the IRS Contracts must be the same.


	3 IRS Variation Requirement payment flows
	3.1 The Clearing House will notify IRS Clearing Members of the closing value of their IRS Contracts on each IRS Account at the end of each Business Day with reference to the NPV or adjusted NPV as defined in the IRS Manual of Operations.
	3.2 The Variation Requirement is the difference between the closing values notified to the IRS Clearing Member between consecutive Banking Days. 
	3.3 On the Business Day prior to the coupon payment date the Variation Requirement will be calculated based on the adjusted NPV. This ensures that the coupon payment and Variation Requirement will net against each other when the cash flows are settled on the coupon payment date. 
	3.4 On coupon payment value dates the NPV will not take into account coupons that are paid or collected. 

	4 Margin Model and Parameters 
	4.1 Notwithstanding the below, at its sole discretion and in accordance with its margining policies, the Clearing House may increase the Margin Requirements for a particular portfolio on the basis of additional risk analysis, for example on the basis of liquidity or concentration concerns.
	4.2 The model used to calculate margin requirements for Standard Contracts is CME SPAN. The model simulates the effects of changing market conditions and uses tailored options pricing models to determine a portfolio’s overall risk. CME SPAN constructs scenarios of price and volatility changes to estimate the potential loss arising if an entire portfolio must be closed out over a one or more day time horizon. The resulting margin requirement is designed to cover this potential loss at the required confidence level. Additionally, options purchased must be paid in full and therefore the value is added to the account equity. Conversely, the value of options sold is added to the overall margin requirement for the account. 
	4.3 A number of parameters are specified for each Contract in order for SPAN to simulate portfolio losses. These include: 
	(a) price scan ranges: in effect, the maximum price movement reasonably likely to occur in each instrument or, for options, in the underlying instrument; 
	(b) volatility scan ranges: the maximum change reasonably likely to occur in the implied volatility of the price of each option’s underlying instrument; 
	(c) intra-commodity spreading rates: for evaluating risk among portfolios of closely related contracts within the same product group, such as products with particular patterns of calendar spreads; 
	(d) inter-commodity spreading rates: for evaluating risk offsets between related products; and
	(e) short option minimum rates: to provide coverage for the special situations associated with portfolios of deep out of the money short option positions. 

	4.4 Parameters used in the calculation of the Margin Requirement are defined by the Clearing House. Parameters are reviewed and updated at least monthly, though ad hoc changes to parameters can be made at the sole discretion of the Clearing House at any time. Margin parameters and changes to margin parameters are published on the Website.   
	4.5 The model used to calculate Margin Requirement for IRS Contracts in a HVaR model. This model uses exponentially weighted moving average volatility rescaling to determine the margins for a given IRS portfolio, scaling the historical returns based on current forecasted volatility to a measure of volatility realised at the point in time the shock was sampled.

	5 Pricing and Valuation 
	5.1 Prices used in valuing Contracts are available to Clearing Members and certain Clients via the Clearing System and the price file available through the following FTP site: ftp.cmeclearingeurope.com.  
	5.2 The Clearing House makes available to its Clearing Members a tool for simulating Margin Requirement calculations known as PC SPAN for Standard Contracts and CME Core for IRS Contracts.  Clearing Members can request the simulation tool by contacting the Clearing Support Desk of the Clearing House on 44 (0)20 3379 3131. 

	1 Submission of Transactions 
	1.1 Standard Transactions may be submitted to the Clearing House through any of the following routes: 
	(a) the ClearPort GUI and API;  
	(b) other broker or trade-negotiation platforms; or 
	(c) directly from Clearing Members to Front End Clearing. 

	1.2 IRS Transactions may be submitted to the Clearing House through any of the following routes:
	(a) the ClearPort API;
	(b) any third party vendor approved by the Clearing House from time to time (including MarkitSERV, Bloomberg VCON and TradeWeb); 
	(c) portfolio migration via Excel; or
	(d) from all standard sources including each of Bloomberg VCON, MarkitSERV, TradeWeb and directly from swap execution platforms via API.

	1.3 Exchange Transactions, apart from EFRP Transactions and Block Transactions, are automatically novated to the Clearing House upon such Exchange Transactions being matched on the Exchange in accordance with the Exchange Rules.
	1.4 EFRP Transactions and Block Transactions may be submitted to the Clearing House through the ClearPort GUI and API. 
	1.5 In order to use certain submission routes, the Clearing Member and, in some cases, its Clients and Designated Users (as defined in the User Licence Agreement) may be subject to additional terms and conditions. 
	1.6 Regardless of Transaction submission route, only Clearing Members which have entered into the User License Agreement authorising the Clearing Member and/or Client to submit Transactions to the Clearing House on its and/or its Designated Users’ behalf are eligible to submit Transactions.  
	1.7 Clearing Members must confirm with the Clearing House each Designated User which has completed the registration form available on the Website.   

	2 Clearing System Modules and Infrastructure 
	2.1 Transaction and Position Management Systems 
	(a) Front-End Clearing: a multi-faceted trade processing module integrated with multiple Transaction matching and affirmation platforms and linked via a real time messaging infrastructure to all Clearing Member back office systems. 
	(b) The Position Management System: a central application that performs real time valuation and multilateral netting of all Contracts as well as generating the core clearing settlement cycle trade register data files and reports. 
	(c) Margin Calculation Systems: the Clearing House uses different margin models depending upon the Contract.  For Standard Contracts the Clearing House uses the SPAN Model described in the Risk Management Procedure. For IRS Contracts the Clearing House uses a HVaR model described in the Risk Management Procedure. 
	(d) Settlement, Banking and Asset Management Systems: the application where all Clearing Member account structures are managed and linked to a Clearing Member’s Settlement Bank Account for the purposes of the Net Settlement Amount cash flows. 
	(e) Referential Data Modules: these modules include the Clearing House Product, Calendar, Account Registration and Security Administration systems. 

	2.2 Transaction and Position Management 
	(a) Upon acceptance for clearing by the Clearing House pursuant to Rule 5.2, a Transaction becomes a Contract. The details of a particular Contract are set out within the following: 
	(i) the trade confirmation messages to the Clearing Member as generated by the Clearing System; 
	(ii) the Contract Module which contains the terms of the Transaction except Transaction-specific data: date, price, initial amount, side-of-market (reflected on the trade confirmation message); and 
	(iii) general terms set out in the Rules. 


	2.3 Transactions, Contracts, and Positions 
	(a) Once novated, Transactions give rise to positions in a specific Contract. A position in a Contract is opened by clearing a Transaction entered into as Buyer or Seller and closed by clearing a Transaction in the opposite capacity. With the Clearing House as a central counterparty to each Contract, multilateral position netting is possible. Thus, it does not matter whether the opposite Transaction is entered into with the same counterparty or a different one. 
	(b) The Contract is made unique within a product family via: 
	(i) The Product Reference File 
	(ii) The Clearing Product Code 

	(c) The clearing product code is provided in both the product reference file and on each clearing trade confirmation in the ID attribute of the Instrument block. 

	2.4 Positions 
	(a) The Position Management module complements the real-time Transaction processing capabilities of Front End Clearing, by providing near real-time tracking on position quantities and money amounts such as Margin Requirement and Variation Requirement of Contracts.   
	(b) As Transactions clear, and as allocation processing is performed, messages are sent from Front End Clearing to Position Management, which performs the following processing in real time: 
	(i) updates the Contract position quantities held by Clearing Members; and 
	(ii) for each such position, performs real-time calculations of the Net Settlement Amount. 

	(c) Margin calculation shall be calculated in accordance with the Risk Management Procedure. 

	2.5 Settlement, Banking and Asset Management Systems  
	(a) The Margin Requirement and the Variation Requirement are major components of the risk management protections of the Clearing House. Collateral is transferred to the Clearing House in respect of Contracts reflected in the Clearing Members’ Accounts.  Net Settlement Amounts due and owing to the Clearing House are payable by the Clearing Member through its Settlement Bank in Eligible Cash and may be subsequently substituted with an equal or greater amount of Eligible Securities. Net Settlement Amounts due and owing to the Clearing Member are payable by the Clearing House through the relevant Clearing Member’s Settlement Bank. 
	(b) The Clearing House calculates the Collateral requirements for Accounts as set out in the Risk Management Procedure. Clearing Members are responsible for meeting Net Settlement Amounts payable to the Clearing House in respect of the Accounts. It is the responsibility of the Clearing Member to collect collateral from Clients, which must be of an amount not less than the amount of Collateral which the Clearing Member is obliged to provide to the Clearing House in respect of the Client’s Transactions and may not necessarily take the same form as such Collateral or to advance credit in respect of the Client of not less than such amount.   


	3 Notifications in relation to IRS Transactions
	3.1 The Clearing House will provide real time notifications to IRS Clearing Members during the straight through processing of IRS Contracts. The details of the notifications that may be provided to IRS Clearing Members are set out in the IRS Manual of Operations.

	4 IRS credit limit management
	4.1 In addition to the credit checks which must be satisfied under Rules 5.1 and 5.2, IRS Clearing Members may also set credit limits in respect of IRS Transactions on each of their IRS Accounts. If an IRS Clearing Member sets such credit limit on an IRS Account, a Transaction submitted must, in addition to Rules 5.1 and 5.2, satisfy such credit limit before it is accepted or novated by the Clearing House. 
	4.2 Such IRS Clearing Member set credit limits may be changed in real-time. Only certain persons at the IRS Clearing Member may change the settings. The IRS Clearing Member must inform the Clearing House of who should have such Admin login privileges in relation to the credit limits. 
	4.3 IRS Clearing Members may also specify persons who should have User login privileges in relation to credit limits. Persons with User login privileges will be able to view IRS Clearing Member set credit limits but will not be able to change such credit limits.
	4.4 IRS Clearing Member set credit limits can be set as:
	(a) a cap on the gross amount in an IRS Account which does not consider directional or the notional amount in an IRS Account; 
	(b) a cap on NPV in either a positive or negative direction; or
	(c) a cap on the direction amount.

	4.5 IRS Clearing Member set credit limits may be set at zero. If any IRS Clearing Member credit limits are set at zero, the Clearing House will, pursuant to Rule 5.1, decline to accept any Transaction in relation to the relevant Account. The IRS Clearing Member may then use the process set out in paragraph 4.7 below.
	4.6 IRS Clearing Member set credit limits will be daily limits.  For the purposes of the IRS Clearing Member set credit limits each account value will be reset at zero at the start of each Business Day.
	4.7 Where the Clearing House declines to accept a Transaction due to the Transaction being in excess of the IRS Clearing Member set credit limit, the IRS Clearing Member who is responsible for the relevant failed submission will be notified of the failure via the CME Clearing API and Front End Clearing (FEC) Deal Management System (DMS) browser based interface. Following the receipt of such notification, the relevant IRS Clearing Member may then grant consent for the failed Transaction to be re-submitted to the Clearing House, such consent will override the IRS Clearing Member set credit limit only in relation to the submission and novation of that Transaction. The Transaction will at all times remain subject to any credit checks imposed by the Clearing House and Chapter 5 of the Rules.
	4.8 The IRS Manual of Operations provides details on how to use the credit limit functionality of the Front End Clearing (FEC) Deal Management System (DMS) in relation to IRS Transactions.
	4.9 The Clearing House will establish hard limits for each IRS Account. Hard limits are subject to change at any time at the discretion of the Clearing House. IRS Clearing Members will be notified as soon as practicable of any change to the hard limit on any of their IRS Accounts. Any submitted IRS Transaction that is in excess of the hard limit for the relevant Account will be rejected for clearing by the Clearing House. Rejected IRS Transactions remain bi-lateral, non-cleared transactions in accordance with the appropriate legal documentation for bi-lateral over-the-counter transactions.

	5 Submission of IRS Transactions through an affirmation platform
	5.1 IRS Transaction submission - acceptance of IRS Transactions
	5.2 IRS Transaction submission - rejections under Rules 5.1 and 5.2
	5.3 IRS Transaction submission - one side IRS Clearing Member credit limit failure
	5.4 IRS Transaction submission - both sides IRS Clearing Member credit limit failure
	5.5 IRS Transaction submission - pre-clearing allocations; all allocations cleared
	5.6 IRS Transaction submission - Pre-clearing allocations; one allocation rejected

	6 IRS portfolio migration via Excel
	6.1 Portfolios of IRS Transactions may be submitted to the Clearing House for direct upload into the position management system from either a third party platform or directly from an IRS Clearing Member.
	6.2 An Excel file with a number of IRS Transactions will be treated as one IRS Transaction.
	6.3 If a portfolio of IRS Transactions is submitted to the Clearing House via an Excel file the IRS Clearing Member is deemed to consent to the Clearing House accepting any such IRS Transactions that may exceed any relevant IRS Clearing Member set credit limits.

	7 Identification of IRS Transactions
	7.1 Each IRS Transaction is identified with an IRS Clearing Member number, a block ID, a Client Account ID, and the origin, identifying whether it is a Transaction relating to the IRS Clearing Member’s House or Client Account.

	8 IRS Contract quantities and side-of-market
	8.1 The Clearing House adheres to the industry standard convention that the Contract quantity is the notional amount of the Contract. These will typically be round numbers, but the Clearing House will accept any Contract quantity to any integer notional amount. Each IRS Transaction  contains information identifying the side of the Transaction, the IRS Clearing Member, the customer account number and the origin.
	8.2 The side of market is assigned using the industry standard convention: pay fixed is expressed as a negative notional amount and to receive fixed is expressed as a positive notional amount.

	9 IRS coupon payments
	9.1 IRS Contracts have two streams of coupon payments:
	(i) fixed coupon payments; and
	(ii) floating coupon payments.

	9.2 The following parameters are used to determine the coupon payments due under IRS Contracts:
	(a) accrual period - these are derived from the payment dates for the type of coupon;
	(b) day count convention - this is specified in the Contract Specification for each type of Contract;
	(c) effective rate - this is the fixed or the floating rate based on the type of coupon payment; and
	(d) notional - this is the notional amount specified in the Contract.

	9.3 The coupon payment dates are calculated when an IRS Contract is cleared and are notified to the relevant IRS Clearing Member in the confirmation message. The dates are adjusted based on holidays following the ISDA 2006 conventions specified on the relevant Contract Specification.

	10 IRS settlement curve
	10.1 The Clearing House incorporates an overnight index swap (OIS) methodology for the IRS valuation of settlement prices. For the OIS methodology discounting is calibrated to the IRS structure of the prevailing IRS Clearing Members’ funding/investment instruments.
	10.2 USD, EUR and GBP instruments use multi-curve processes which require LIBOR, OIS and Basis Swaps inputs.  AUD, CAD, CHF and JPY instruments use a single-curve process which only require LIBOR inputs.

	11 Eligible Collateral and Valuation 
	11.1 The Clearing House accepts a range of currencies (Eligible Cash), securities (Eligible Securities) and Gold as Collateral. Clearing Members can use Eligible Cash and Eligible Securities to meet their Guarantee Fund Contributions and Eligible Cash to meet Assessments.
	11.2 Eligible Assets are set out on the Website. In the event that a particular Eligible Asset ceases to be an Eligible Asset or it remains an Eligible Asset but its value decreases, the Clearing Member shall provide additional Eligible Assets to cover for any shortfall caused by the removal of such Eligible Asset from being an Eligible Asset or the devaluation of such Eligible Asset.
	11.3 The Clearing House values each type of Eligible Assets at a discount. The percentage discount for each type of Eligible Asset, known as a haircut, is set out on the Website.  
	11.4 The Clearing House determines the market value of Collateral in the following ways: 
	(a) Eligible Cash: face value though appropriate haircuts are applied to cash when it is utilised to meet the Margin Requirement established in other currencies; and 
	(b) Eligible Securities and Eligible Precious Metals: the Clearing House revalues Eligible Securities and Eligible Precious Metals on a daily basis with prices provided by third party price sources.  

	11.5 The Clearing House reports the value of Eligible Assets to the Clearing Member daily.  
	11.6 A Clearing Member may request that additional Eligible Assets be accepted. Such requests will be analysed by the Risk and Membership Team and a recommendation to accept or reject the new type of collateral will be presented to the Risk Committee for review and endorsement. 

	12 Settlement Banks and Timings 
	12.1 Each Clearing Member must identify its Settlement Bank or Settlement Banks in writing to the Clearing House, along with the numbers of the Bank Accounts to be used for settlement.  Written notification in advance is required whenever a Clearing Member changes its Settlement Bank or Bank Account number. The Clearing House has relationships with the Settlement Banks set out on the Website. 
	12.2 Clearing Members must execute the appropriate documentation with each Settlement Bank to allow the Settlement Bank to debit or credit the Clearing Member’s Bank Accounts on instruction from the Clearing House to meet the amounts set out in Rule 4.2.2 and to allow the Settlement Bank to share certain information with the Clearing House. This will be provided by the Settlement Bank but the Clearing Member will provide the Clearing House with a copy of the executed document and any amendments to it as set out in Rule 4.2.2. 
	12.3 The Clearing House operates two (2) settlement cycles each day and may require the Clearing Member to transfer Collateral to it or make payment to the Clearing Member at the end of each settlement cycle in satisfaction of a Net Settlement Amount. However, for certain Contracts, the Clearing House may, in practice, only require the Clearing Member to transfer Collateral or make payment to the Clearing Member at the end of one settlement cycle each day. The normal deadlines for the transfer to the Clearing House of Eligible Cash in respect of Contracts for clearing are set out on the Website.   
	12.4 The Net Settlement Amount will be called in the currency required by the Clearing House.  Each Clearing Member is responsible for its own cash management by monitoring Collateral requirements and taking appropriate actions to deposit or release Eligible Assets as necessary. 
	12.5 Each Clearing Member must ensure that it has provided the Settlement Bank with adequate Eligible Cash or has appropriate arrangements with its Settlement Bank to enable its Settlement Bank to satisfy its Net Settlement Amounts payable to the Clearing House at each settlement cycle. 
	12.6 A Clearing Member may request that Eligible Cash, Eligible Securities or Eligible Precious Metals be substituted with alternate forms of Eligible Assets. Requests for such substitutions can be made by the Clearing Member using the clearing system. Substitutions are subject to confirmation of receipt by the Clearing House prior to release of the Eligible Assets being substituted. In most cases, substitutions can be made within the same day. The relevant cut-offs and timings for substitutions are set out on the Website. This paragraph is subject to any other agreement that is made between the Clearing House and the Clearing Member

	13 Fees and Charges 
	13.1 Fees and charges for clearing Transactions are set out in the Fees and Charges Notice, which is published on the Website. Fees and Charges are payable in the currencies set out in the Fees and Charges Notice. The Clearing House collects fees and charges on a monthly basis through each Clearing Member’s Bank Account. Clearing Members are notified of applicable fees for each month in arrears on the fourth Business Day of each month and collected through the settlement cycle on the seventh Business Day of each month.   
	13.2 If the Clearing Member does not have adequate Eligible Cash in the required currency in its Bank Account, the Clearing House may take Eligible Cash in a different currency from the Clearing Member’s Bank Account and then charge the Clearing Member for conversion at the rates set out in the Fees and Charges Notice.  
	13.3 The Clearing House will transfer Equivalent Distributions on Eligible Securities transferred to it in accordance with Rule 6.3 within five (5) Business Days of receipt of the relevant Distributions by the Custodian.  
	13.4 The Clearing House will pay interest on Eligible Cash. The Clearing House will determine the interest rate and calculate the interest payable each Business Day in respect of the previous Business Day and publish such rates on the Website. Interest will be payable on a monthly basis.   
	13.5 The Clearing House will pass on custody fees to Clearing Members which provide Eligible Securities and depositary fees to Clearing Members which provide Eligible Precious Metals at the rates set out in the Fees and Charges Notice.  

	14 Reports
	14.1 The Clearing House will provide the Clearing Member with the following reports: 
	(a) EOD Asset Inventory Trial Balance;
	(b) EOD Full Value Delivery Margin Requirements;
	(c) EOD Pledge Stock; 
	(d) EOD Recap Ledger Audit Report; 
	(e) IDY Recap Ledger Audit Report; 
	(f) EOD Span Recap Ledger-Total PB Requirements by PB Acct.; 
	(g) IDY Span Recap Ledger-Total PB Requirements by PB Acct; 
	(h) EOD Span Recap Ledger-Detail By Position Accounts; 
	(i) IDY Span Recap Ledger-Detail By Position Accounts; 
	(j) EOD Span Recap Ledger-PB By Commodity Group; 
	(k) IDY Span Recap Ledger-PB By Commodity Group; 
	(l) EOD Span Recap Ledger-FNL Performance Bond Requirements; 
	(m) IDY Span Recap Ledger-FNL Performance Bond Requirements; 
	(n) EOD Recap Ledger-Total Variation By Settlement; 
	(o) IDY Recap Ledger-Total Variation By Settlement; 
	(p) EOD Final Margin Accounts; 
	(q) IDY Final Margin Accounts; 
	(r) Position Adjustment By Firm; 
	(s) IDY Gross Position Change (PC) Listing; 
	(t) Cash Settlement Report;
	(u) In-The-Money-Report;
	(v) EOD Daily Trade And Position Register; 
	(w) IDY Daily Trade And Position Register; 
	(x) EOD Pay/Collect Summary; 
	(y) IDY Pay/Collect Summary; 
	(z) Variable Size Contracts Recap; 
	(aa) Option Exception Summary; and 
	(bb) Option Assignment Notice.

	14.2 Reports can be retrieved in pre-formatted form or in a form capable of interface through the Clearing System and are generally available to Clearing Members by 21:00.  
	14.3 The Clearing House requires that Clearing Members inform the Clearing House not later than one (1) hour before the time at which the Clearing House publishes the EOD Daily Trade and Position Register on any Business Day of their Clients’ final end of day positions. This is known as the PCS deadline. 

	15 IRS reports
	15.1 The Clearing House will provide IRS Clearing Members with the following reports:

	16 Transfer of IRS Contracts pursuant to Rules 5.3 and 3A.6
	16.1 Transfers may be requested due to processing errors or a change of Clearing Member by a Client. The Client notifies the Clearing House directly to transfer a Contract between Clearing Members. The Clearing House will then reach out to both the current Clearing Member and the receiving Clearing Member. In accordance with Rules 5.3 and 3A.6, the Clearing House may process the transfer and send transfer confirmation messages to both Clearing Members. The Client ID will remain constant throughout this process.
	16.2 Where a Contract is transferred pursuant to Rules 5.3 or 3A.6 on the coupon payment value date, the Contract will be transferred without the coupon payment. It is assumed that the relevant IRS Clearing Members will compensate for this by exchanging upfront payments with each other of equivalent value to the coupon payment.

	17 Time period for allocation of Exchange Contracts to the relevant Client Account
	17.1 If a Clearing Member is required to re-allocate an Exchange Contract and any Collateral registered in a Standard Omnibus Client Account to another Client Account, such re-allocation must be done no later than the earlier of:
	(a) sixty (60) minutes after the relevant Exchange Transaction has been novated in accordance with Rule 5.2; or
	(b) the start of the next Settlement Cycle.


	18 Client support  
	1 Introduction 
	2 Fund Size and Composition  
	3 Calculation of Contributions 
	3.1 Unless otherwise communicated by the Clearing House, a Standard Clearing Member’s Contribution is the higher of: 
	(a) the minimum Contribution of the equivalent of:
	(b) Such Standard Clearing Member’s proportionate share of the current Standard Guarantee Fund, derived from application of the Standard Contribution Formula.  

	3.2 Subject to paragraph 3.3 of this Guarantee Funds Procedure, unless otherwise communicated by the Clearing House, an IRS Clearing Member’s Contribution is the higher of:
	(a) the minimum Contribution of the equivalent of EUR 10 million at the Clearing House’s discretion; or
	(b) such IRS Clearing Member’s proportionate share of the current IRS Guarantee Fund, derived from application of the IRS Contribution Formula.

	3.3 Unless otherwise communicated by the Clearing House, where two IRS Clearing Members are Affiliated Clearing Members and one of such IRS Clearing Members only maintains an IRS House Account with the Clearing House, and the other IRS Clearing Member only maintains IRS Client Accounts with the Clearing House, each of those IRS Clearing Members’ Contributions are the higher of:
	(a) the minimum Contribution of the equivalent of EUR 5 million at the Clearing House’s discretion; or
	(b) 50% (fifty per cent) of the aggregate of both IRS Clearing Members’ proportionate share of the current IRS Guarantee Fund, derived from application of the IRS Contribution Formula.


	4 Re-calculation of Contributions
	4.1 The Clearing House will re-calculate Standard Clearing Member’s Contributions to the Standard Guarantee Fund on a calendar monthly cycle, reflecting any adjustments to the size of the Fund in those calculations but may do so more frequently if it so determines. 
	4.2 The Clearing House will re-calculate IRS Clearing Member’s Contributions to the IRS Guarantee Fund on a monthly cycle, reflecting any adjustments to the size of the IRS Guarantee Fund in those calculations but may do so more frequently if it so determines.  In particular, the Clearing House will re-calculate IRS Clearing Members' Contributions to the IRS Guarantee Fund more frequently than monthly in the event that the risk profile of the two largest IRS Clearing Members in terms of the stress-tested hypothetical losses in excess of Collateral on any given day exceeds the size of the current IRS Guarantee Fund.
	4.3 In cases where the size of a Guarantee Fund is unchanged, changes to Contributions will be driven by the standard formula and interactions with the minimum requirement. Within a calendar month, the Clearing House will require an incremental Contribution if the market value of any Contribution less the relevant Clearing House haircut has dropped below the level of the required Contribution. 

	5 Notification and Payment of Contributions
	5.1 No later than two (2) Business Days after the calculation or re-calculation of Contributions, the Clearing House will notify Clearing Members of the size of their new Contributions with the underlying detail.  
	5.2 Incremental contributions must be received by the Clearing House before 9:00 on the next Banking Day following the date of the notification made by the Clearing House. The Clearing House may debit any such Contribution from the Clearing Member’s Bank Account at the next Settlement Cycle in accordance with Rule 4.2.2. 

	6 Form and valuation of Contributions 
	6.1 Contributions to a Guarantee Fund may be made in Eligible Cash or Eligible Securities.  Assessments must be paid in Eligible Cash.
	6.2 The market value of, and haircuts applicable to, Eligible Cash and Eligible Securities transferred to the Clearing House as Contributions to the Guarantee Funds and Assessments will be determined in the same way as the market value of Eligible Cash and Eligible Securities transferred to the Clearing House as Collateral in accordance with the Clearing and Settlement Procedure. 

	7 Assessments
	7.1 In terms of the contingent coverage of the inadequacy of Collateral in the event of a Clearing Member default, the Guarantee Funds constitute the funded portions of the Clearing House's financial safeguards packages. The Assessments constitute additional amounts that the Clearing Members are contractually obligated to provide to the Clearing House in the event of the inadequacy of a Guarantee Fund on a Clearing Member default. Amounts callable as Assessments are unfunded elements of each financial safeguards package.
	7.2 The maximum Standard Assessment commitment for each Standard Clearing Member is fixed at 550% (five hundred and fifty per cent.) of its current Contribution to the Standard Guarantee Fund, subject to the capping and Cooling Off Period provisions detailed in Rule 8.7.
	7.3 The IRS Assessment is calculated at least monthly. IRS Assessments are calculated based on a non-defaulting IRS Clearing Member’s proportionate share of the theoretical third and fourth largest IRS Clearing Member losses produced by the Clearing House’s Stress Test Methodology, subject to a minimum of 50% (fifty per cent) of the total IRS Guarantee Fund prior to the start of the IRS Cooling Off Period. In particular, the Clearing House may re-calculate IRS Clearing Members' IRS Assessments more frequently than monthly in the same circumstances as it can re-calculate IRS Clearing Members’ Contributions.
	7.4 The Clearing House will notify Clearing Members of their maximum Assessments no later than two (2) Business Days after the calculation or re-calculation of such Assessments. 

	8 Distributions, Payments and Charges linked to Eligible Assets
	9 Miscellaneous 
	9.1 For the avoidance of doubt, Contributions held by the Clearing House will not under any circumstances be considered payment in full or in part for any Collateral or other amounts required by the Clearing House.  

	1 Introduction
	1.1 These Precious Metal Delivery Procedures describe the delivery mechanics in respect of physically deliverable OTC Precious Metal Forward Contracts as set out in the Contract Module and shall apply to Clearing Members entering into OTC Precious Metal Forward Contracts with the Clearing House. 
	1.2 Delivery is effected by transferring unallocated Precious Metal between the Unallocated Precious Metals Accounts of Clearing Members and the Clearing House. 

	2 Operating Times 
	3 Unallocated Precious Metals Accounts 
	3.1 Clearing Members wishing to participate in Precious Metal Forward Contracts shall open and maintain one or more Unallocated Precious Metals Accounts in respect of unallocated Precious Metal. 
	3.2 Clearing Members shall open and maintain Unallocated Precious Metals Accounts for the purposes of making delivery of unallocated Precious Metal to and taking delivery of unallocated Precious Metal from the relevant Unallocated Precious Metals Account of the Clearing House.  Clearing Members shall provide the details of their Unallocated Precious Metals Accounts to the Clearing House before entering into OTC Precious Metal Forward Contracts with the Clearing House.  Clearing Members shall ensure that the Clearing House holds accurate and up to date details of their Unallocated Precious Metals Accounts at all times. 
	3.3 The Clearing House shall open and maintain Unallocated Precious Metals Accounts for the purposes of making delivery of unallocated Precious Metal to and taking delivery of unallocated Precious Metal from the relevant Unallocated Precious Metals Account of the Clearing Member.  The Clearing House shall provide details of its Unallocated Precious Metals Accounts to Clearing Members entering into OTC Precious Metal Forward Contracts with the Clearing House. 
	3.4 Clearing Members 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 bank in performing its obligations under OTC Precious Metal Forward Contract.  Each Clearing Member shall obtain and adequately maintain at all times such systems and technology as may be necessary in order to comply with such requirements. 
	3.5 Unallocated Precious Metals Accounts in respect of unallocated Precious Metal shall be denominated in fine troy ounces of Gold (to three decimal places) and unallocated Silver, Platinum and Palladium shall be denominated in troy ounces of Silver, Platinum and Palladium (to three decimal places), as applicable. 
	3.6 Each Clearing Member with a requirement to deliver shall ensure that all unallocated Precious Metal delivered is free and clear of all Encumbrances. 

	4 Delivery Process  
	4.1 Delivery under an OTC Precious Metal Forward Contract is effected by the transfer of unallocated Precious Metal in accordance with the terms of such Contract from the Unallocated Precious Metals Account of the seller to the relevant Unallocated Precious Metals Account of the Clearing House and from the relevant Unallocated Precious Metals Account of the Clearing House to the Unallocated Precious Metals Account of the buyer.   
	4.2 In order to effect the delivery of an OTC Precious Metal Forward Contract, the buyer shall pay cash to the Clearing House and send a transfer instruction to its Settlement Agent for Precious Metal in order to receive Precious Metal into its Unallocated Precious Metals Account. The Clearing House must receive such payment from the buyer before the Clearing House authorises the transfer of Precious Metal from its Unallocated Precious Metals Account to that of the buyer.   
	4.3 In order to effect the delivery of an OTC Precious Metal Forward Contract, the seller shall send a transfer instruction to its Settlement Agent for Precious Metals in order to allow unallocated Precious Metal to be transferred from its Unallocated Precious Metals Account to that of the Clearing House. The Clearing House must receive the Precious Metal in its Unallocated Precious Metals Account before the Clearing House authorises payment to the seller.   
	4.4 The detailed delivery timings are set out in paragraph 6 below and are subject to any amendment to the operational arrangements of the Settlement Agent for Precious Metals. The Clearing House shall notify Clearing Members of any such amendments where such amendments are known. 
	4.5 Offsetting positions for an Account are held open until delivery and all open positions are netted during the delivery process. For the avoidance of doubt, offsetting positions in the House Account shall not be netted against offsetting positions in a Client Account. 
	4.6 In accordance with the terms stipulated by the LPMCL, the Settlement Agent for Precious Metal acting for the Clearing House has reserved the right to reverse provisional or erroneous entries credited to the Unallocated Precious Metals Account of the Clearing House. In such circumstances, the Clearing House shall have the right to reverse or adjust any payments made in respect of such entries and to give such directions as appropriate to the Clearing Members who are counterparties to the corresponding OTC Precious Metal Forward Contracts. 

	5 Third Parties 
	5.1 All payments relating to an OTC Precious Metal Forward Contract shall be made between the Clearing House and the Clearing Member.  For the avoidance of doubt, the Clearing House will not make any payments to Clients. The Clearing Member should make separate arrangements for the payment of cash between itself and its Clients in relation to an OTC Precious Metal Forward Contract.  
	5.2 Unless otherwise instructed, the Clearing House delivers Precious Metal to, and receives the delivery of Precious Metal from, the Clearing Member’s Unallocated Precious Metals Account for which the details have been provided to the Clearing House as described in paragraph 3.2 above.  In respect of Precious Metals, the Clearing House may accept delivery from, and make delivery to, Unallocated Precious Metals Accounts of third parties notified by the Clearing Member to the Clearing House.  Third party Unallocated Precious Metal Accounts may be used for any Client sub-account. For the avoidance of doubt, the Clearing Member is at all times responsible for the satisfactory performance of the OTC Precious Metal Forward Contract (including completion of its and its nominated third parties’ delivery and payment obligations).  The Clearing House has no obligations or liabilities under the Rules to any person other than a Clearing Member. 
	5.3 The Clearing Member shall notify the Clearing House of Unallocated Precious Metals Accounts relating to any Client Accounts no later than 16:00 hours (London time) on the Business Day prior to delivery. 

	6 Delivery Timings 
	6.1 The Clearing House shall provide a report detailing delivery obligations for each Unallocated Precious Metals Account of the Clearing Member as soon as reasonably practicable after 16:00 hours (London time) on the Business Day prior to the delivery day.  The report shall describe net flows of cash and Precious Metal relating to physically deliverable Precious Metal Forward Contracts of the Clearing Member at the sub-account level. 
	6.2 The Clearing House shall send a SWIFT message to the Clearing Member in respect of cash and Precious Metal overnight prior to the delivery day. 
	6.3 For cash flows 
	(a) A Clearing Member with a net requirement to pay cash to the Clearing House shall pay such cash from its Bank Account to the bank account of the Clearing House as part of the RTH Settlement Cycle but before 09:00 hours (London time) on the delivery day. 
	(b) For Clearing Members with a net requirement to receive cash from the Clearing House: 
	(i) where such Clearing Member also has a net requirement to deliver Precious Metal to the Unallocated Precious Metals Account of the Clearing House, the Clearing House shall instruct its bank to pay cash to the Bank Account of the Clearing Member, upon receipt of confirmation that Precious Metal has been delivered to the Unallocated Precious Metals Account of the Clearing House; or 
	(ii) where such Clearing Member does not also have a net requirement to deliver Precious Metal to the Unallocated Precious Metals Account of the Clearing House, the Clearing House shall instruct its bank to pay cash to the Bank Account of the Clearing Member, no earlier than 10:00 hours (London time) on the delivery day. 

	(c) Provided that relevant Precious Metal deliveries have been made by the Clearing Member to the Clearing House, the Clearing House shall complete the payment of cash to the Bank Account of the Clearing Member, no later than 14:00 hours (London time) on the delivery day. 

	6.4 For Precious Metal flows 
	(a) A Clearing Member with a net requirement to deliver Precious Metal to the Unallocated Precious Metals Account of the Clearing House shall complete such delivery, or shall ensure that such delivery is completed from the nominated third party account, by 13:00 hours (London time) on the delivery day. 
	(b) For Clearing Members with a net requirement to receive Precious Metal from the Clearing House: 
	(i) where such Clearing Member also has a net requirement to pay cash to the Clearing House, the Clearing House shall deliver Precious Metal to the Unallocated Precious Metals Account of the Clearing Member, or its nominated third party account, upon receipt of confirmation that cash has been paid to the bank account of the Clearing House; or 
	(ii) where such Clearing Member does not also have a net requirement to pay cash to the Clearing House, the Clearing House shall deliver Precious Metal to the Unallocated Precious Metals Account of the Clearing Member, or its nominated third party account, no earlier than 09:00 hours (London time) on the delivery day. 

	(c) Provided that relevant cash payments have been made by the Clearing Member to the Clearing House, the Clearing House shall complete the delivery of Precious Metal to the Unallocated Precious Metals Account of the Clearing Member, or its nominated third party account, no later than 16:00 hours (London time) on the delivery day. 


	7 Early close-out prior to delivery day 
	7.1 Here the Clearing Member, or its Client, wishes to enter into a Transaction to close out a position prior to its delivery date, the Clearing Member shall enter into an opposing Transaction at the same transaction price as the original position.  Where such a price does not represent a fair market value for the Transaction at the time of the offsetting Transaction, an additional cash payment will arise between the Clearing Member closing out and its trading counterparty to such Transaction.   
	(a) the Account and sub-account in which the Transactions have been placed (the offsetting Transaction must be in respect of the same Account and sub-account as the original position); 
	(b) the transaction identifiers for the two offsetting Transactions; 
	(c) the amount of Precious Metal to be closed out (subject to the maximum amount, being the lower of the two Transaction volumes); and
	(d) the amount and direction of any additional cash payment being made between the counterparties entering into the offsetting Transactions.

	7.2 Such information should be provided in writing by email to clearingsupport@cmeclearingeurope.com. Clearing Members should in addition contact the Clearing House by telephone to confirm instructions.
	7.3 Where an additional cash payment is included, such payment may be made through the Clearing House settlement cycle.
	7.4 If the cash payment is to be included in the Clearing House settlement cycle, the Clearing House shall confirm payment details with the counterparty Clearing Member.  Positions will be closed out once the cash payment has been made in the settlement cycle.
	7.5 If the cash payment is not to be included in the Clearing House settlement cycle, the Clearing Member shall provide verifiable information to the Clearing House demonstrating that such payment has been made between the counterparties.  Positions will be closed out once the cash payment has been verified.

	1 Introduction 
	1.1 These UK Natural Gas Delivery Procedures describe the delivery mechanics in respect of UK Natural Gas Contracts as set out in the Standard Contract Module and shall apply to Clearing Members entering into UK Natural Gas Contracts with the Clearing House.
	1.2 Delivery is effected by transferring rights to natural gas in the National Transmission System through the process of making Trade Nominations through the Gemini system operated by National Grid, as set out in the Uniform Network Code, between the accounts of Clearing Members (or their appointed Gas Transferor / Gas Transferee) and the Clearing House. 

	2 Interpretation 
	2.1 Capitalised terms used within these UK Natural Gas Delivery Procedures shall have the meaning as defined in the Rules and the Standard Contract Module.

	3 Operating Times 
	3.1 UK Natural Gas Contracts can be accepted for clearing on any Business Day.

	4 Licensing and appointment of Gas Transferor / Gas Transferee
	4.1 The Clearing House is a Restricted User within the terms of the Uniform Network Code.
	4.2 The Clearing Member shall be responsible for fulfilling the delivery requirements of every Contract that it has entered into. If it is so able, a Clearing Member may directly make the required Trade Nominations in order to fulfil delivery requirements (acting as Gas Transferor/Gas Transferee).  Where a Clearing Member chooses not to make Trade Nominations, it must appoint a third party to act as Gas Transferor/Gas Transferee on its behalf. The Clearing Member shall notify the Clearing House of the appointment of each relevant Gas Transferor/Gas Transferee through submission of a completed Gas Transferor/Gas Transferee Notification Form (signed by an authorised signatory of the Clearing Member and the Gas Transferor / Gas Transferee) to the Clearing House. A Clearing Member may appoint a different Gas Transferor/Gas Transferee in respect of any Account or Standard Notional Sub-Account, provided that only a single Gas Transferor/Gas Transferee may be appointed to effect the submission of Trade Nominations in respect of any single Contract.
	4.3 The Clearing Member shall ensure that: 
	(a) it notifies the Clearing House of third parties acting as Gas Transferee/Gas Transferor relating to any Account or Standard Notional Sub-Account by submission to the Clearing House of a completed Gas Transferor/Gas Transferee Notification Form to clearingsupport@cmeclearingeurope.com by no later than 18.00 hours (London time) on the last trading day of the relevant UK Natural Gas Contract (as specified in the Standard Contract Module); and 
	(b) the Gas Transferee/Gas Transferor acknowledges its appointment no later than 18:00 hours (London time) on the last trading day of the relevant UK Natural Gas Contract (as specified in the Standard Contract Module) in writing by email to clearingsupport@cmeclearingeurope.com. 

	4.4 The Clearing Member is responsible for the accuracy of information provided in any Gas Transferor/Gas Transferee Notification Form and for ensuring that the person signing the Gas Transferor/Gas Transferee Notification Form on behalf of the Clearing Member and the Gas Transferor / Gas Transferee is authorised to do so.
	4.5 Each Clearing Member shall ensure that any Gas Transferor/Gas Transferee (whether a Clearing Member acting as Gas Transferor / Gas Transferee or any Gas Transferor / Gas Transferee appointed by the Clearing Member (as appropriate)) has the right to make Trade Nominations under the Uniform Network Code and has access to the UK Link system and shall ensure that the Gas Transferor / Gas Transferee will at all times comply with the terms of any applicable licence or registration it holds, the Uniform Network Code, and any other Applicable Law. Each Clearing Member, or any Gas Transferor/Gas Transferee appointed by the Clearing Member, shall obtain and adequately maintain at all times such systems and technology as may be necessary in order to comply with such requirements. 
	4.6 All payments relating to UK Natural Gas Contracts shall be made between the Clearing House and the Clearing Member. For the avoidance of doubt, the Clearing House will not make any payments to Clients or any person appointed as Gas Transferor / Gas Transferee by the Clearing Member. The Clearing Member should make separate arrangements for the payment of cash between itself and its Clients in relation to UK Natural Gas Contracts. 
	4.7 Unless a third party is appointed by a Clearing Member to act as Gas Transferor / Gas Transferee, the Clearing House will deliver natural gas under any Contract to, and will receive the delivery of natural gas from, the Clearing Member. The Clearing House may accept delivery from, and make delivery to, third parties acting in the capacity of Gas Transferee or Gas Transferor (as the case may be, and in each case as agent for the Clearing Member) notified by the Clearing Member to the Clearing House in accordance with these Delivery Procedures. 
	4.8 For the avoidance of doubt, the Clearing Member shall at all times remain responsible for the satisfactory performance of UK Natural Gas Contracts including completion of its delivery, payment and other obligations under the Rules and also the delivery obligations of any Gas Transferor/Gas Transferee appointed by the Clearing Member. 

	5 Delivery Process 
	5.1 Delivery under UK Natural Gas Contracts is effected by the transfer of rights to natural gas in accordance with the terms of that Contract through the process of making Trade Nominations such that the seller of natural gas makes a Disposing Trade Nomination that corresponds to an Acquiring Trade Nomination made by the Clearing House, and the buyer of natural gas makes an Acquiring Trade Nomination that corresponds to a Disposing Trade Nomination made by the Clearing House. Trade Nominations must be made through the Gemini system (part of the UK Link system operated by National Grid).
	5.2 Payment of cash in respect of the delivery of natural gas shall be made in accordance with paragraphs 6.7 to 6.9 below and does not occur concurrently with the delivery of natural gas. 
	5.3 The detailed delivery timings are set out in paragraph 6 below and are subject to any amendment to the operational arrangements of the Uniform Network Code. The Clearing House shall notify Clearing Members of any such amendments which may have a material impact on the operation of UK Natural Gas Contracts and where such amendments are known to the Clearing House. 
	5.4 Subject to paragraph 8 below, offsetting positions for any Account or Standard Notional Sub-Account are held open until delivery and all open positions are netted during the delivery process. For the avoidance of doubt, offsetting positions in the House Account or in the Non-Segregated Client Account shall not be netted against offsetting positions in any Client Account.

	6 Delivery Timings 
	6.1 The Clearing Member must finalise the account assignment of Contracts and notify the Clearing House no later than 17:00 hours (London time) on the last trading day of the Contract (as specified in the Standard Contract Module). The Clearing Member must provide information on the Gas Transferor / Gas Transferee for each relevant account by 18:00 hours (London time) on the last trading day of the Contract to the Clearing House if it has not already done so.
	6.2 The Clearing House will calculate the net delivery requirements for each account during its overnight system processing operations. The Clearing House shall provide a report to each Clearing Member detailing delivery obligations for each of the relevant Accounts and sub-accounts of that Clearing Member as soon as reasonably practicable after 08:00 hours (London time) on the day following the last trading day of the relevant UK Natural Gas Contract (as specified in the Commodities Contract Module). The report shall describe net flows of cash and natural gas relating to UK Natural Gas Contracts of the Clearing Member for each relevant Account and sub-account. 
	6.3 The Clearing Member shall acknowledge receipt and confirm delivery requirements by 12:00 hours (London time) on the day following the last trading day of the relevant UK Natural Gas Contract (as specified in the Standard Contract Module).  Any perceived inaccuracies in the delivery requirements should be notified to the Clearing House by the Clearing Member by this time.  Confirmation of the delivery requirements must be provided by the Clearing Member by email to clearingsupport@cmeclearingeurope.com.
	6.4 The Clearing House may appoint a Gas Delivery Agent to facilitate its processing of delivery instructions. Where the Clearing House has appointed a Gas Delivery Agent, the gas delivery requirements shall be provided by the Clearing House to the Gas Delivery Agent by 15:00 hours (London time) on the day following the last trading day of the relevant UK Natural Gas Contract (as specified in the Standard Contract Module).
	6.5 The Gas Delivery Agent, on behalf of the Clearing House, shall submit delivery instructions to the Gemini System operated by the National Grid by 20:00 hours (London time) on the day prior to each Gas Flow Day in the delivery period. 
	6.6 The Clearing Member (or its Gas Transferor / Gas Transferee as applicable) must submit delivery instructions to the Gemini system operated by the National Grid by 06:00 hours (London time) on each Gas Flow Day in the delivery period. 
	For cash flows 
	6.7 A Clearing Member with a net requirement to pay cash to the Clearing House shall pay such cash from its Bank Account to the bank account of the Clearing House by no later than 10:00 hours (London time) on the second Banking Day following the Gas Flow Day. Payment to the Clearing House shall occur in accordance with Rule 4.2.6 as part of the RTH Settlement Cycle.  A Clearing Member may fulfil its payment obligation at an earlier date.
	6.8 For Clearing Members with a net requirement to receive cash from the Clearing House:
	(a) the Clearing House shall instruct its bank to pay cash to the Bank Account of the Clearing Member as part of the RTH Settlement Cycle; 
	(b) where such Clearing Member also has a net requirement to deliver natural gas to the Clearing House, the Clearing House shall instruct its bank to pay cash to the Bank Account of the Clearing Member, provided that the Clearing Member has fulfilled its natural gas delivery requirements; and
	(c) payment to the Clearing Member shall occur by no later than 10:00 hours (London time) on the 20th calendar day of the calendar month following the contract delivery period, as specified in the relevant UK Natural Gas Contract, or if such day is not a Banking Day, on the first preceding UK Banking Day. 

	6.9 In the case where a Clearing Member with a net requirement to receive cash and a net requirement to deliver natural gas has not fulfilled its natural gas delivery requirements, the Clearing House shall only pay an amount of cash that reflects, as determined by the Clearing House in its absolute discretion, the proportion of the natural gas delivery requirement that has been fulfilled.
	6.10 A Clearing Member with a net requirement to deliver natural gas to the Clearing House shall ensure that Disposing Trade Nominations shall be submitted to the Gemini system and accepted by National Grid in respect of each Gas Flow Day in the contract delivery period on which a delivery is required to be made (as specified in the relevant UK Natural Gas Contract) by 06:00 hours (London time) on the Gas Flow Day. 
	6.11 A Clearing Member with a net requirement to receive natural gas from the Clearing House shall ensure that Acquiring Trade Nominations shall be submitted to the Gemini system and accepted by National Grid in respect of each Gas Flow Day in the contract delivery period on which a delivery is required to be made (as specified in the relevant UK Natural Gas Contract) by 06:00 hours (London time) on the Gas Flow Day.
	6.12 The Clearing House shall ensure that its Disposing Trade Nominations and Acquiring Trade Nominations shall be shall be submitted to the Gemini system and accepted by National Grid in respect of each Gas Flow Day in the contract delivery period (as specified in the relevant UK Natural Gas Contract) by 20:00 hours (London time) on the day prior to each Gas Flow Day in the delivery period.
	6.13 Where instructions are complete and matched by the National Grid, and are not reversed by National Grid, the deliveries in respect of each Gas Flow Day will be deemed complete by 06:00 hours (London time) on the day following the relevant Gas Flow Day and may not be reversed.

	7 Failure to Deliver 
	7.1 Where the Clearing Member fails to fulfil its gas delivery requirements under any UK Natural Gas Contract for any reason, including but not limited to a failure to ensure the accurate, complete and timely submission of Disposing Trade Nominations or Acquiring Trade Nominations, the Clearing Member shall take all necessary steps to remedy this failure and shall follow any instructions issued by the Clearing House. 
	7.2 Where the Clearing House suffers a Daily Imbalance within the National Transmission System as a result of: 
	(a) the failure of a Clearing Member to ensure the accurate, complete and timely submission of Disposing Trade Nominations or Acquiring Trade Nominations in accordance with Section C5 of the Transportation Principal Document within the Uniform Network Code; or 
	(b) any other actions or inactions of any Clearing Member (which shall include the actions or inactions of any Gas Transferor/Gas Transferee appointed by that Clearing Member), 
	the Clearing Member shall make a compensation payment to the Clearing House for the full amount of any Balancing Charges and any other associated costs imposed on the Clearing House by National Grid relating to the failure of that Clearing Member to deliver in accordance with the relevant UK Natural Gas Contract and these Delivery Procedures. For the avoidance of doubt, any compensation payment may represent a pro rata amount allocated to the Clearing Member by the Clearing House in respect of an overall charges and costs imposed by National Grid on the Clearing House in respect of the Daily Imbalance of the Clearing House. This compensation payment shall be payable in accordance with paragraph 7.5 below and shall be made on or before the 20th calendar day of the calendar month following the contract month (as specified in the relevant UK Natural Gas Contract), or if such day is not a Banking Day, on the first preceding Banking Day. 

	7.3 Without prejudice to the rights of the Clearing House under the Rules, the Clearing House reserves the right to take such action as necessary to rectify any Daily Imbalance that it may suffer or to avoid the occurrence of a Daily Imbalance due to the failure of a Clearing Member to fulfil its gas delivery requirements, including without limitation: 
	(a) if the Clearing Member is a Delivery Seller, the Clearing House may acquire rights in natural gas from any person in order to reduce or extinguish any liability it may incur or suffer under the Uniform Network Code as a result of the Clearing Member’s failure to perform its gas delivery requirements;
	(b)  if the Clearing Member is a Delivery Buyer, the Clearing House may sell rights in natural gas to any person in order to reduce or extinguish any liability it may incur or suffer under the Uniform Network Code as a result of the Clearing Member’s failure to perform its gas delivery requirements.
	In addition to any compensation payment payable under paragraph 7.2(b) above, the Clearing Member shall be liable for and shall indemnify the Clearing House in respect of any additional costs, express or implied, incurred by the Clearing House in taking any such actions due to the failure of the Clearing Member to fulfil its obligations.  For the avoidance of doubt, such costs may include an administration charge reflecting the Clearing House’s internal expenses in relation to the management or avoidance of a Daily Imbalance arising from the actions or inactions of the Clearing Member or its agent. Such additional costs will be allocated pro rata by the Clearing House between each Clearing Member which failed to fulfil its delivery obligations and which required the Clearing House to take the relevant actions.

	7.4 Without prejudice to the rights of the Clearing House under the Rules and under paragraph 7.2 and 7.3 above, the Clearing House may liaise with Clearing Members affected by the delivery failure of another Clearing Member and may take any action at its sole discretion under the Rules and these UK Natural Gas Delivery Procedures. In the event of a delivery failure by a Delivery Seller, where the Clearing House is not able to rectify the delivery failure at its sole discretion, the Clearing House may issue a credit note to affected Delivery Buyers for an amount up to the Delivery Value of the failed delivery. 
	7.5 In the circumstances set out in paragraph 7.2 and 7.3, the Clearing House shall invoice each Clearing Member and require payment in respect of any such fees and charges in accordance with Rule 4.1.2. 

	8 Early Close-out Prior to Delivery Day 
	8.1 Where the Clearing Member, or its Client, wishes to enter into a Transaction to close out a UK Natural Gas Contract prior to its delivery date, the Clearing Member shall enter into an opposing Transaction at the same transaction price as the original position. Where such a price does not represent a fair market value for the Transaction at the time of the offsetting Transaction, an additional cash payment will arise between the Clearing Member closing out and its trading counterparty to such Transaction. 
	8.2 To ensure the early close out of a UK Natural Gas Contract, the Clearing Member shall make a request to the Clearing House that such Contract is closed out at the time the offsetting Transaction is submitted for clearing and shall provide the following information to the Clearing House: 
	(a) the Account and sub-account in which the Transactions have been placed (the offsetting Transaction must be in respect of the same Account and sub-account as the original position); 
	(b) the transaction identifiers for the two offsetting Transactions; 
	(c) the number of UK Natural Gas Contracts to be closed out (subject to the maximum amount, being the lower of the two Transaction volumes); and 
	(d) the amount and direction of any additional cash payment being made between the counterparties entering into the offsetting Transactions. 

	8.3 Such information should be provided in writing by email to clearingsupport@cmeclearingeurope.com. Clearing Members should in addition contact the Clearing House by telephone on 020 3379 3100 to confirm instructions. 
	8.4 Where an additional cash payment is included, such payment shall be made in accordance with Rule 4.2.6. 
	8.5 If the cash payment is to be included in the Clearing House RTH settlement cycle, the Clearing House shall confirm payment details with the counterparty Clearing Member. The relevant UK Natural Gas Contract will be closed out once the cash payment has been made within the RTH settlement cycle. 
	8.6 If the cash payment is not to be included in the Clearing House RTH settlement cycle, the Clearing Member shall provide verifiable information to the Clearing House demonstrating that such payment has been made between the counterparties. The relevant UK Natural Gas Contract will be closed out once the receipt of cash payment has been verified. 

	9 Value Added Tax
	9.1 UK Value Added Tax (VAT) is normally payable on natural gas deliveries.  As described in the Commodities Contract Module, Clearing Members must provide the Clearing House with their UK VAT registration details prior to entering into UK Natural Gas Contracts.  The amount of the VAT shall be paid simultaneously with the payment of the Delivery Value.
	9.2 For tax accounting purposes, VAT is to be accounted for on gross transactions.
	9.3 The Clearing House shall provide a VAT Invoice to each Clearing Member specifying details for the gross transactions for which the Clearing Member was a Delivery Buyer.  The Clearing House shall provide this VAT Invoice on a monthly basis.
	9.4 Clearing Members are requested to enter into a VAT self-billing agreement with the Clearing House.  For Clearing Members that have entered into such an agreement, the Clearing House shall provide a Self-Billing VAT Invoice to each Clearing Member specifying details for the gross transactions for which the Clearing Member was a Delivery Seller.  The Clearing House shall provide this Self-Billing VAT Invoice on a monthly basis.
	9.5 For Clearing Members that have not entered into a VAT self-billing agreement, the Clearing Member is required to provide the Clearing House with a VAT Invoice specifying details for the gross transactions for which the Clearing Member was a Delivery Seller and the Clearing House was the Delivery Buyer.  This VAT Invoice must be provided on a monthly basis.

	1 Introduction 
	1.1 These Dutch Natural Gas Delivery Procedures describe the delivery mechanics in respect of Dutch Natural Gas Contracts as set out in the Standard Contract Module and shall apply to Clearing Members entering into Dutch Natural Gas Contracts with the Clearing House.
	1.2 Delivery is effected by transferring rights to natural gas in the National Gas Transmission System  through the process of making Trade Nominations through the Edig@s system operated by GTS, as set out in the GTS Rules, between the accounts of Clearing Members (or their appointed Gas Transferor / Gas Transferee) and the Clearing House. 

	2 Interpretation 
	2.1 Capitalised terms used within these Dutch Natural Gas Delivery Procedures shall have the meaning as defined in the Rules and the Standard Contract Module.

	3 Operating Times 
	3.1 Dutch Natural Gas Contracts can be accepted for clearing on any Business Day.

	4 Licensing and appointment of Gas Transferor / Gas Transferee
	4.1 The Clearing House is licensed with GTS with Licence LA as a shipper of natural gas in the Netherlands within the terms of the GTS Rules.
	4.2 Each Clearing Member must be licensed as a shipper within the terms of the GTS Rules.
	4.3 The Clearing Member shall be responsible for fulfilling the delivery requirements of every Contract that it has entered into. If it is so able, a Clearing Member may directly make the required Trade Nominations in order to fulfil delivery requirements (acting as Gas Transferor/Gas Transferee).  Where a Clearing Member chooses not to make Trade Nominations, it must appoint a third party to act as Gas Transferor/Gas Transferee on its behalf. The Clearing Member shall notify the Clearing House of the appointment of each relevant Gas Transferor/Gas Transferee through submission of a completed Gas Transferor/Gas Transferee Notification Form (signed by an authorised signatory of the Clearing Member and the Gas Transferor / Gas Transferee) to the Clearing House. A Clearing Member may appoint a different Gas Transferor/Gas Transferee in respect of any Account or Standard Notional Sub-Account, provided that only a single Gas Transferor/Gas Transferee may be appointed to effect the submission of Trade Nominations in respect of any single Contract. 
	4.4 The Clearing Member shall ensure that: 
	(a) it notifies the Clearing House of third parties acting as Gas Transferee/Gas Transferor relating to any Account or Standard Notional Sub-Account by submission to the Clearing House of a completed Gas Transferor/Gas Transferee Notification Form to clearingsupport@cmeclearingeurope.com by no later than 18:00 hours (London time) (19.00 hours CET) on the last trading day of the relevant Dutch Natural Gas Contract (as specified in the Standard Contract Module); and 
	(b) the Gas Transferee/Gas Transferor acknowledges its appointment no later than 18:00 hours (London time) (19.00 hours CET)  on the last trading day of the relevant Dutch Natural Gas Contract (as specified in the Standard Contract Module) in writing by email to clearingsupport@cmeclearingeurope.com. 

	4.5 The Clearing Member is responsible for the accuracy of information provided in any Gas Transferor/Gas Transferee Notification Form and for ensuring that the person signing the Gas Transferor/Gas Transferee Notification Form on behalf of the Clearing Member and the Gas Transferor / Gas Transferee is authorised to do so.
	4.6 Each Clearing Member shall ensure that any Gas Transferor/Gas Transferee (whether a Clearing Member acting as Gas Transferor / Gas Transferee or any Gas Transferor / Gas Transferee appointed by the Clearing Member (as appropriate)) has the right to make Trade Nominations under the GTS Rules and has access to the Edig@s system. Each Clearing Member shall ensure that the Gas Transferor / Gas Transferee will at all times comply with the terms of any applicable licence or registration it holds, the GTS Rules and any other Applicable Law and that the Gas Transferor / Gas Transferee meets the conditions on electronic messaging and expertise and care set out in clause 3.2.0(b) and 3.2.0(c) of the Transportation Conditions Gas. Each Clearing Member, or any Gas Transferor/Gas Transferee appointed by the Clearing Member, shall obtain and adequately maintain at all times such systems and technology as may be necessary in order to comply with such requirements. 
	4.7 All payments relating to Dutch Natural Gas Contracts shall be made between the Clearing House and the Clearing Member. For the avoidance of doubt, the Clearing House will not make any payments to Clients or any person appointed as Gas Transferor / Gas Transferee by the Clearing Member. The Clearing Member should make separate arrangements for the payment of cash between itself and its Clients in relation to Dutch Natural Gas Contracts. 
	4.8 Unless a third party is appointed by a Clearing Member to act as Gas Transferor / Gas Transferee, the Clearing House will deliver natural gas under any Contract to, and will receive the delivery of natural gas from, the Clearing Member. The Clearing House may accept delivery from, and make delivery to, third parties acting in the capacity of Gas Transferee or Gas Transferor (as the case may be, and in each case as agent for the Clearing Member) notified by the Clearing Member to the Clearing House in accordance with these Delivery Procedures. 
	4.9 For the avoidance of doubt, the Clearing Member shall at all times remain responsible for the satisfactory performance of Dutch Natural Gas Contracts including completion of its delivery, payment and other obligations under the Rules and also the delivery obligations of any Gas Transferor/Gas Transferee appointed by the Clearing Member. 

	5 Delivery Process 
	5.1 Delivery under Dutch Natural Gas Contracts is effected by the transfer of rights to natural gas in accordance with the terms of that Contract through the process of making Trade Nominations such that the seller of natural gas makes a Disposing Trade Nomination that corresponds to an Acquiring Trade Nomination made by the Clearing House, and the buyer of natural gas makes an Acquiring Trade Nomination that corresponds to a Disposing Trade Nomination made by the Clearing House. Trade Nominations must be made through the Edig@s system operated by GTS.
	5.2 Payment of cash in respect of the delivery of natural gas shall be made in accordance with paragraphs 6.7 to 6.9 below and does not occur concurrently with the delivery of natural gas. 
	5.3 The detailed delivery timings are set out in paragraph 6 below and are subject to any amendment to the operational arrangements of the GTS Rules. The Clearing House shall notify Clearing Members of any such amendments which may have a material impact on the operation of Dutch Natural Gas Contracts and where such amendments are known to the Clearing House. 
	5.4 Subject to paragraph 8 below, offsetting positions for any Account or Standard Notional Sub-Account are held open until delivery and all open positions are netted during the delivery process. For the avoidance of doubt, offsetting positions in the House Account or in the Non-Segregated Client Account shall not be netted against offsetting positions in any Client Account.

	6 Delivery Timings 
	6.1 The Clearing Member must finalise the account assignment of Contracts and notify the Clearing House no later than 17:00 hours (London time) (18:00 hours CET) on the last trading day of the Contract (as specified in the Standard Contract Module). The Clearing Member must provide information on the Gas Transferor / Gas Transferee for each relevant account by 18:00 hours (London time) (19:00 hours CET) on the last trading day of the Contract to the Clearing House if not already done so.
	6.2 The Clearing House will calculate the net delivery requirements for each account during its overnight system processing operations. The Clearing House shall provide a report to each Clearing Member detailing delivery obligations for each of the relevant Accounts and sub-accounts of that Clearing Member as soon as reasonably practicable after 08:00 hours (London time) (09:00 hours CET) on the day following the last trading day of the relevant Dutch Natural Gas Contract (as specified in the Standard Contract Module). The report shall describe net flows of cash and natural gas relating to Dutch Natural Gas Contracts of the Clearing Member for each relevant Account and sub-account. 
	6.3 The Clearing Member shall acknowledge receipt and confirm delivery requirements by 12:00 hours (London time) (13:00 hours CET) on the day following the last trading day of the relevant Dutch Natural Gas Contract (as specified in the Standard Contract Module).  Any perceived inaccuracies in the delivery requirements should be notified to the Clearing House by the Clearing Member by this time.  Confirmation of the delivery requirements must be provided by the Clearing Member by email to clearingsupport@cmeclearingeurope.com.
	6.4 Where the Clearing House has appointed a Gas Delivery Agent, the gas delivery requirements forming the programme responsibility for the Clearing House under the GTS Rules shall be provided by the Gas Delivery Agent to GTS by no later than 13:00 hours (London time) (14:00 hours CET) on the day following the last trading day of the relevant Dutch Natural Gas Contract (as specified in the Standard Contract Module).
	6.5 The Gas Delivery Agent, on behalf of the Clearing House, shall aim to submit Trade Nominations to the Edig@s System operated by GTS by 18:00 hours (London time) (19:00 hours CET) on the day prior to each Gas Delivery Day in the delivery period. 
	6.6 The Clearing Member (or its Gas Transferor / Gas Transferee as applicable) must submit the gas delivery requirements forming the programme responsibility for the Clearing Member under the GTS Rules to GTS by no later than 13:00 hours (London time) (14:00 hours CET) on the day following the last trading day of the relevant Dutch Natural Gas Contract (as specified in the Standard Contract Module).
	6.7 The Clearing Member (or its Gas Transferor / Gas Transferee as applicable) must submit Trade Nominations to the Edig@s system operated by GTS by 15:30 hours (London time) (16:30 hours CET) on the day before each Gas Delivery Day in the delivery period. All Trade Nominations in respect of deliveries of natural gas must be matched by no later than 2 hours prior to the start of the Gas Delivery Day.
	6.8 A Clearing Member with a net requirement to pay cash to the Clearing House shall pay such cash from its Bank Account to the bank account of the Clearing House by no later than 10:00 hours (London time) (11:00 hours CET) on the second Banking Day following the Gas Delivery Day. Payment to the Clearing House shall occur in accordance with Rule 4.2.6 as part of the RTH Settlement Cycle.  A Clearing Member may fulfil its payment obligation at an earlier date. 
	6.9 For Clearing Members with a net requirement to receive cash from the Clearing House:
	(a) the Clearing House shall instruct its bank to pay cash to the Bank Account of the Clearing Member as part of the RTH Settlement Cycle; 
	(b) where such Clearing Member also has a net requirement to deliver natural gas to the Clearing House, the Clearing House shall instruct its bank to pay cash to the Bank Account of the Clearing Member, provided that the Clearing Member has fulfilled its natural gas delivery requirements; and
	(c) payment to the Clearing Member shall occur by no later than 10:00 hours (London time) (11:00 hours CET) on the second Banking Day following the Gas Delivery Day. 

	6.10 In the case where a Clearing Member with a net requirement to receive cash and a net requirement to deliver natural gas has not fulfilled its natural gas delivery requirements, the Clearing House shall only pay an amount of cash that reflects, as determined by the Clearing House in its absolute discretion, the proportion of the natural gas delivery requirement that has been fulfilled.
	6.11 A Clearing Member with a net requirement to deliver natural gas to the Clearing House shall ensure that Disposing Trade Nominations shall be submitted to the Edig@s system and accepted by GTS in respect of each Gas Delivery Day in the contract delivery period on which a delivery is required to be made (as specified in the relevant Dutch Natural Gas Contract) by 15:30 hours (London time) (16:30 hours CET) on the day before each Gas Delivery Day. 
	6.12 A Clearing Member with a net requirement to receive natural gas from the Clearing House shall ensure that Acquiring Trade Nominations shall be submitted to the Edig@s system and accepted by GTS in respect of each Gas Delivery Day in the contract delivery period on which a delivery is required to be made (as specified in the relevant Dutch Natural Gas Contract) by 15:30 hours (London time) (16:30 hours CET) on the day before each Gas Delivery Day.
	6.13 The Clearing House shall ensure that its Disposing Trade Nominations and Acquiring Trade Nominations shall be shall be submitted to the Edig@s system and accepted by GTS in respect of each Gas Delivery Hour in the contract month (as specified in the relevant Dutch Natural Gas Contract) by no later than 30 minutes prior to the Gas Delivery Hour at the very latest.
	6.14 Where delivery instructions and Trade Nominations are complete and matched by GTS and a confirmation is provided by GTS to the relevant parties under the GTS Rules, the relevant deliveries will be deemed complete and may not be reversed. 

	7 Failure to Deliver 
	7.1 Where the Clearing Member fails to fulfil its gas delivery requirements under any Dutch Natural Gas Contract for any reason, including but not limited to a failure to ensure the accurate, complete and timely submission of Disposing Trade Nominations or Acquiring Trade Nominations, the Clearing Member shall take all necessary steps to remedy this failure and shall follow any instructions issued by the Clearing House. 
	7.2 Where the Clearing House suffers an imbalance in any Gas Delivery Hour or Gas Delivery Day within the National Gas Transmission System as a result of: 
	(a) the failure of a Clearing Member to ensure the accurate, complete and timely submission of Disposing Trade Nominations or Acquiring Trade Nominations in accordance with the GTS Rules; or 
	(b) any other actions or inactions of any Clearing Member (which shall include the actions or inactions of any Gas Transferor/Gas Transferee appointed by that Clearing Member), 

	7.3 Without prejudice to the rights of the Clearing House under the Rules, the Clearing House reserves the right to take such action as necessary to rectify any imbalance that it may suffer or to avoid the occurrence of an imbalance due to the failure of a Clearing Member to fulfil its gas delivery requirements in relation to any Gas Delivery Hour or Gas Delivery Day, including without limitation: 
	(a) if the Clearing Member is a Delivery Seller, the Clearing House may acquire rights in natural gas from any person in order to reduce or extinguish any liability it may incur or suffer under the GTS Rules as a result of the Clearing Member’s failure to perform its gas delivery requirements;
	(b) if the Clearing Member is a Delivery Buyer, the Clearing House may sell rights in natural gas to any person in order to reduce or extinguish any liability it may incur or suffer under the GTS Rules as a result of the Clearing Member’s failure to perform its gas delivery requirements.
	In addition to any compensation payment payable under paragraph 7.3(b) above, the Clearing Member shall be liable for and shall indemnify the Clearing House in respect of any additional costs, express or implied, incurred by the Clearing House in taking any such actions due to the failure of the Clearing Member to fulfil its obligations.  For the avoidance of doubt, such costs may include an administration charge reflecting the Clearing House’s internal expenses in relation to the management or avoidance of a Daily Imbalance arising from the actions or inactions of the Clearing Member or its agent. Such additional costs will be allocated pro rata by the Clearing House between each Clearing Member which failed to fulfil its delivery obligations and which required the Clearing House to take the relevant actions.

	7.4 Without prejudice to the rights of the Clearing House under the Rules and under paragraph 7.2 and 7.3 above, the Clearing House may liaise with Clearing Members affected by the delivery failure of another Clearing Member and may take any action at its sole discretion under the Rules and these Dutch Natural Gas Delivery Procedures. In the event of a delivery failure by a Delivery Seller, where the Clearing House is not able to rectify the delivery failure at its sole discretion, the Clearing House may issue a credit note to affected Delivery Buyers for an amount up to the Delivery Value of the failed delivery. 
	7.5 In the circumstances set out in paragraph 7.2 and 7.3, the Clearing House shall invoice each Clearing Member and require payment in respect of any such fees and charges in accordance with Rule 4.1.2. 

	8 Early Close-out Prior to Delivery Day 
	8.1 Where the Clearing Member, or its Client, wishes to enter into a Transaction to close out a Dutch Natural Gas Contract prior to its delivery date, the Clearing Member shall enter into an opposing Transaction at the same transaction price as the original position. Where such a price does not represent a fair market value for the Transaction at the time of the offsetting Transaction, an additional cash payment will arise between the Clearing Member closing out and its trading counterparty to such Transaction. 
	8.2 To ensure the early close out of a Dutch Natural Gas Contract, the Clearing Member shall make a request to the Clearing House that such Contract is closed out at the time the offsetting Transaction is submitted for clearing and shall provide the following information to the Clearing House: 
	(a) the Account and sub-account in which the Transactions have been placed (the offsetting Transaction must be in respect of the same Account and sub-account as the original position); 
	(b) the transaction identifiers for the two offsetting Transactions; 
	(c) the number of Dutch Natural Gas Contracts to be closed out (subject to the maximum amount, being the lower of the two Transaction volumes); and 
	(d) the amount and direction of any additional cash payment being made between the counterparties entering into the offsetting Transactions. 

	8.3 Such information should be provided in writing by email to clearingsupport@cmeclearingeurope.com. Clearing Members should in addition contact the Clearing House by telephone on 020 3379 3100 to confirm instructions. 
	8.4 Where an additional cash payment is included, such payment shall be made in accordance with Rule 4.2.6. 
	8.5 If the cash payment is to be included in the Clearing House RTH settlement cycle, the Clearing House shall confirm payment details with the counterparty Clearing Member. The relevant Dutch Natural Gas Contract will be closed out once the cash payment has been made within the RTH settlement cycle. 
	8.6 If the cash payment is not to be included in the Clearing House RTH settlement cycle, the Clearing Member shall provide verifiable information to the Clearing House demonstrating that such payment has been made between the counterparties. The relevant Dutch Natural Gas Contract will be closed out once the receipt of cash payment has been verified. 

	9 Value Added Tax
	9.1 UK Value Added Tax (VAT) is normally payable on natural gas deliveries.  As described in the Commodities Contract Module, Clearing Members must provide the Clearing House with their UK VAT registration details prior to entering into Dutch Natural Gas Contracts.  The amount of the VAT shall be paid simultaneously with the payment of the Delivery Value.
	9.2 For tax accounting purposes, VAT is to be accounted for on gross transactions.
	9.3 The Clearing House shall provide a VAT Invoice to each Clearing Member specifying details for the gross transactions for which the Clearing Member was a Delivery Buyer.  The Clearing House shall provide this VAT Invoice on a monthly basis.
	9.4 Clearing Members are requested to enter into a VAT self-billing agreement with the Clearing House.  For Clearing Members that have entered into such an agreement, the Clearing House shall provide a Self-Billing VAT Invoice to each Clearing Member specifying details for the gross transactions for which the Clearing Member was a Delivery Seller.  The Clearing House shall provide this Self-Billing VAT Invoice on a monthly basis.
	9.5 For Clearing Members that have not entered into a VAT self-billing agreement, the Clearing Member is required to provide the Clearing House with a VAT Invoice specifying details for the gross transactions for which the Clearing Member was a Delivery Seller and the Clearing House was the Delivery Buyer.  This VAT Invoice must be provided on a monthly basis.

	1 Introduction
	2 Types of Complaints
	2.1 Paragraphs 3 to 7 of this Complaints Procedure set out how a Clearing Member who has a Clearing House Complaint may make a formal complaint to the Clearing House and how the Clearing House will investigate and resolve such a complaint. 
	2.2 Paragraph 8 of this Complaints Procedure sets out how a Clearing Member who has a Clearing Member Complaint may make a formal complaint to the Clearing House and how the Clearing House will investigate and resolve such a complaint.  

	3 Requirements for Clearing House Complaints 
	3.1 A Clearing House Complaint must: 
	(a) be made in writing, dated and addressed to the Regulatory Compliance Officer, CME Clearing Europe Limited, One New Change, London EC4M 9AF; 
	(b) set out, so far as possible, full details of the substance of the Clearing House Complaint including, without limitation, the date(s) and place(s) when it occurred, the names of the persons involved; 
	(c) set out the outcome that is sought by the complainant;  
	(d) contain any other details or documentation that the complainant considers that the Clearing House shall require in order to investigate the Clearing House Complaint; 
	(e) be made no later than three (3) months after the conduct, behaviour or other actions that are the subject of the Clearing House Complaint or, if the conduct, behaviour or other actions complained of consists of a series of events, no later than three (3) months after the end of the last such event; and  
	(f) contain the complainant’s full name and address and the contact details of the person who the Clearing House should contact in relation to the Clearing House Complaint. 


	4 Acknowledgement and investigation 
	4.1 The Clearing House must acknowledge the Clearing House Complaint in writing, to the address shown on the letter of complaint, within ten (10) Business Days of receipt. 
	4.2 If, in the opinion of the Clearing House, the letter of complaint meets the Complaints Requirements (as set out in paragraph 3 above), the Clearing House will refer the Clearing House Complaint to an Investigation Committee.  Complaints must be referred to the Investigation Committee within ten (10) Business Days of receipt of the letter of complaint by the Clearing House. 
	4.3 An Investigation Committee shall consist of any 3 of the following persons: 
	(a) The Chief Executive Officer of the Clearing House; 
	(b) The Chief Operating Officer of the Clearing House; 
	(c) Any head of department of the Clearing House; 
	(d) The Regulatory Compliance Officer of the Clearing House; and
	(e) Any of the independent non-executive members of the Board;

	4.4 If, in the opinion of the Clearing House, the letter of complaint does not meet the Complaints Requirements, the Clearing House reserves the right not to commence an internal investigation until, in its opinion, the Complaints Requirements are met. 

	5 Internal investigation 
	5.1 The Investigation Committee has responsibility for carrying out an objective and thorough review and investigation of the Clearing House Complaint.  
	5.2 The Investigation Committee will carry out an investigation and review into the subject matter of the Clearing House Complaint (the Internal Investigation) and must deliver its report to the complainant and to the Board of the Clearing House within seventy (70) Business Days from the date on which the Clearing House Complaint was referred to it.  The report will contain recommendations for resolving the Clearing House Complaint or it may contain no recommendations if, in the opinion of the Investigation Committee, this is considered to be appropriate.  The report will also contain reasons for any decision taken by the Investigation Committee. 
	5.3 The costs of the Internal Investigation, review and report will be met entirely by the Clearing House. 

	6 Referral to an Independent Complaints Investigator 
	6.1 If the complainant is not satisfied with the outcome of the Internal Investigation, or if the complainant does not receive the Investigation Committee’s report within seventy (70) Business Days of the Clearing House Complaint being referred to it (and providing that the subject matter of the Clearing House Complaint (or substantially the same matters) shall not have already been referred to an independent investigator as a result of a Clearing House Complaint from the same complainant) the complainant may request that the Clearing House refer the Clearing House Complaint to an independent complaints’ investigator (the Independent Investigator) who has been nominated in accordance with the procedure set out in paragraph 6.4 below. 
	6.2 A complainant must make a referral request to the Clearing House: 
	(a) in writing to the Regulatory Compliance Officer of the Clearing House; 
	(b) no later than: 
	(i) ten (10) Business Days following receipt by the complainant of the report from the Investigation Committee (provided in accordance with paragraph 5.2 above); or 
	(ii) eighty (80) Business Days from the submission of the Clearing House Complaint to the Clearing House (in accordance with paragraph 3.1) if no report has been received from the Investigation Committee (as per paragraph 5.2). 


	6.3 The Clearing House must refer the Clearing House Complaint to an Independent Investigator within ten (10) Business Days of receipt of a written request for referral made in accordance with paragraph 6.2 above. 
	6.4 An Independent Investigator shall be nominated for the purposes of this Complaints Procedure by the Centre for Effective Dispute Resolution (CEDR), with whom the Clearing House will liaise. The Independent Investigator will: 
	(a) be independent of the Clearing House, meaning for the purposes of this Complaints Procedure, that the Independent Investigator is not and has not ever been an officer, director or employee of the Clearing House or any of its Affiliates;   
	(b) have appropriate knowledge of how clearing is carried out by the Clearing House and of the Rules and other relevant documentation, regulation and Applicable Law; and  
	(c) have appropriate experience of the market and/ or activities to which the Clearing House Complaint relates. 

	6.5 The Clearing House will allow the Independent Investigator full access to records, staff and any key individuals or such other persons as may reasonably enable him to pursue his investigation and prepare his report and recommendations. 
	6.6 The Clearing House will pay the fees and expenses of the Independent Investigator.   
	6.7 If, for reasons beyond the Clearing House’s control, a referral to an Independent Investigator is not made within the ten (10) Business Day period referred to in paragraph 6.3, the Clearing House must notify the complainant in writing as soon as possible (but in any event no more than twelve (12) Business Days following dissemination by the Investigation Committee to the complainant of the report) of the reasons for the delay. 

	7 Independent Investigator’s procedure for dealing with the Complaint 
	7.1 On being appointed, the Independent Investigator must immediately notify the complainant and the Clearing House in writing of its appointment and will invite both parties to make submissions and submit any documentation they wish, within a timescale that the Independent Investigator will determine.  Wherever possible, the Independent Investigator’s investigation of a Clearing House Complaint referred to it under this Procedure will be concluded within two (2) months from the date of its nomination.  Where this is not reasonably possible because of the nature or complexity of the Clearing House Complaint, or any other reasonable factor, the Independent Investigator will notify both the complainant and the Clearing House in writing and must provide a further date for the completion of the investigation. 
	7.2 The Independent Investigator can determine its own procedure for considering the Clearing House Complaint referred to it and may, without limitation, take one or more of the following steps to do so: 
	(a) interview one or more Representatives of the complainant; 
	(b) interview one or more Representatives of the Clearing House; 
	(c) seek further or other information from the Clearing House and/or the complainant; or 
	(d) make any further or reasonable inquiries as it deems fit in order to properly and fully investigate the Clearing House Complaint. 

	7.3 On concluding his investigation, the Independent Investigator will produce a written report setting out its findings, conclusions and reasons for its conclusions.  A copy of this report will be provided by the Independent Investigator to both the complainant and the Clearing House.  In its written report, the Independent Investigator may make such recommendations it deems fit in the circumstances including a recommendation that the Clearing House make a compensatory payment to the complainant and/or takes remedial action to remedy the cause of the Clearing House Complaint. 
	7.4 The report will not be made public unless the complainant and the Clearing House agree that this should be the case. In the event that it is to be made public, the report will be published on the Website. 

	8 Clearing Member Complaints 
	8.1 Clearing Member Complaints should: 
	(a) be made in writing, dated and addressed to the Regulatory Compliance Officer, CME Clearing Europe Limited, One New Change, London, EC4M 9AF; 
	(b) set out, so far as possible, full details of the substance of the Complaint including, without limitation, the date(s) and place(s) when it occurred, the names of the persons involved; 
	(c) set out the outcome that is sought by the complainant;  
	(d) contain any other details or documentation that the complainant considers that the Clearing House shall require in order to investigate the Complaint; 
	(e) be made no later than three (3) months after the conduct, behaviour or other actions that are the subject of the Complaint or if the conduct, behaviour or other actions complained of consists of a series of events, no later than three (3) months after the end of the last such event; and  
	(f) contain the complainant’s full name and address and the contact details of the person at the complainant who the Clearing House should contact in relation to the Complaint.


	1 Introduction 
	1.1 This FX Delivery Procedure sets out the delivery process in respect of currencies.
	1.2 For the purposes of this FX Delivery Procedure references to times are to London time unless otherwise stated.

	2 Definitions
	2.1 Capitalised terms which are not defined in the Rules, have the meaning as set out below:

	3 Performance of Contracts
	3.1 Open positions outstanding at the close of trading on the last trading day shall be performed either by physical delivery or cash settlement, as specified within the relevant Contract Specification. Physical delivery shall be performed either through the CLS System or through direct settlement of currency via the Clearing House, as specified within the relevant Contract Specification, or, if not so specified, at the election of the Clearing Member.
	3.2 In the case of physical delivery, the day on which delivery shall be made shall be specified within the relevant Contract Specification.
	3.3 The price at which physical delivery or cash settlement is made will be the Final Settlement Price.
	3.4 Delivery, either by physical delivery or cash settlement, shall comply with this FX Delivery Procedure and the Clearing House Rules.

	4 Timelines for deliveries
	4.1 Currency deliveries generally follow a three day settlement process occurring on the third Wednesday of the Contract Month unless such day is not a Business Day. In the event that such day is not a Business Day, delivery will be made on the next Business Day.
	4.2 Clearing Members are advised to update currency delivery banking instructions at least one week prior to the last trading day of the relevant Contract to ensure proper settlement of Contracts. In addition, Clearing Members must add the IBAN number to all necessary account numbers. Failure to add the IBAN number may result in a delay in payment and/or additional bank charges.
	4.3 Delivery timeline

	5 CLS Delivery Arrangements
	5.1 The CLS System is a real time global settlement process which allows for both sides of a currency Contract to be settled simultaneously on a payment versus payment basis.
	5.2 In the event that for any reason a CLS settlement facility or the CLS System is unavailable a Non-CLS physical delivery must be effected in accordance with section 6 (Non-CLS Physical Delivery Arrangements) of this FX Delivery Procedure at the Clearing House’s direction. Where this is the case the Clearing Members must inform the Clearing House as soon as practically possible.  It should be noted that for Non-CLS settlement the Clearing House must receive its confirmation from its Agent Bank that funds due to the Clearing House have been received before the payment of the corresponding currency is made.
	5.3 A Clearing Member which intends to use the CLS System, shall ensure it has a CLS Account to allow the Clearing Member to effect CLS Settlement. Clearing Members should note that this procedure can take a number of weeks. 
	5.4 The Final Settlement Price must be used when entering CLS Instructions.
	5.5 Each Clearing Member that enters into FX Contracts that are CLS Eligible and which it intends to settle shall, at least twice per calendar year, confirm to the Clearing House its net capacity to deliver and receive each currency through the CLS System in respect of which it is party to an FX Contract or in respect of which it reasonably believes it might be party within the six months subsequent to the date of confirmation. A Clearing Member may request changes to its thresholds more frequently, however, increases to threshold levels will only be actionable for delivery cycle following the front month delivery contracts. The capacities provided may be based on the Clearing Member’s average net positions in each relevant currency over the preceding twelve months or such other measurements as the Clearing Member considers to be a reasonable indicator of its capacity to deliver and comfortably within a Clearing Member’s ability to absorb a same-day, unexpected liquidity shortfall in delivery of that currency in the event of an unexpected delivery failure in the following six months. Unless otherwise agreed, such confirmation shall be provided and signed by a member of the Clearing Member’s treasury function who is authorised to provide such confirmation and shall set out any assumptions that the Clearing Member has made in determining such capacities. Each such Clearing Member must be capable of providing evidence to support the capacities set out in its confirmation, which may (where appropriate) include information from CLS Bank or the CLS member it uses to settle FX Contracts, and shall promptly provide such evidence to the Clearing House on request. 
	5.6 In the event a Clearing Member enters into an FX Contract that is CLS Eligible and which it intends to settle or is party to an FX Contract that it did not intend to settle but in respect of which its intention changes, in either case in respect of a Contract for which it has not provided its liquidity capacity within the preceding six months, the Clearing Member shall promptly do so in accordance with paragraph 5.5. 
	5.7 The Clearing Member shall promptly notify the Clearing House in the event of a reduction in the capacity to deliver or receive any currency as set out in the confirmation most recently provided to the Clearing House. The Clearing Member shall notify the Clearing House in the event of a material increase in the capacity to deliver or receive any currency as set out in the confirmation most recently provided to the Clearing House.
	5.8 The Clearing House shall set thresholds on the amounts of each relevant currency on a gross basis which a Clearing Member may deliver or receive through the CLS System in relation to FX Contracts, which may be based on the information provided pursuant to paragraphs 5.5 to 5.7. The Clearing House may update the applicable thresholds at any time, including in response to a confirmation or notification received pursuant to paragraphs 5.5 to 5.7. Additionally, the Clearing House shall determine overall pay-in settlement thresholds in relation to FX Contracts which are based on the aggregate capacity of Clearing Members to receive such FX Contract as set out in the Clearing House’s concentration risk policy.
	5.9 Where a Contract Specification specifies that it is CLS Eligible delivery shall be by transfer between the CLS Accounts of two Clearing Members (including where the Clearing Members CLS Accounts are held with the same CLS member) as directed by the Clearing House in accordance with this FX Delivery Procedure and, subject to paragraph 5.18 below, follow the requirements set out in this section 5.
	5.10 No later than 17:00 on the 5th Business Day prior to expiry of the Contract, each Clearing Member must tender to the Clearing House a notice of intention to settle an Exchange Contract through the CLS System, together with confirmation of which CLS member it intends to use for such delivery and any overall limit on its ability to settle foreign exchange with that CLS member. If a Clearing Member does not provide the Clearing House with such information, the Clearing House shall be entitled to require the Clearing Member to reduce the value of any or all of its FX Contracts. For each of the remaining days until expiry, the Clearing Member shall update its settlement intentions, where relevant. 
	5.11 Following receipt of the notice, and for the purposes of providing transparency ahead of the delivery cycle, the Clearing House shall perform an indicative assignment process based on the closing prices on the Exchange on each of the seven days preceding the expiry day. On each such day, the Clearing House shall provide each Clearing Member, which it believes will have a delivery obligation, with an indication of the amount of the relevant currency for an individual settlement transaction which it may be required to settle with each other Clearing Member based on the assignment results and the relevant positions at that point in time.  The Clearing House shall only be required to share such information with the Clearing Member where an individual settlement transaction exceeds the equivalent of US$100 (one hundred) million or other amount as determined in consultation with the Clearing Members from time to time. The counterparties to such indicative settlement transactions will be shared on an anonymous basis only. 
	5.12 From the Thursday evening preceding expiry of the Contract, the Clearing House shall provide each Clearing Member which it believes will have a delivery obligation with an indication of the aggregate amount of the relevant currency which it may be required to settle with each other Clearing Member based on the assignment algorithm and the relevant positions at that point in time. Such aggregate amount will be based on the closing positions on the Exchange on such Thursday evening  but shall be converted into and expressed in US$. The Clearing House shall only be required to share information of such aggregate exposure with the Clearing Member where the total amount of currency to be delivered to that counterparty exceeds the equivalent of US$100 (one hundred) million. The process set out in this paragraph 5.12 shall be repeated based on the closing positions on the Exchange on the Friday evening preceding expiry of the Contract.
	5.13 From the Thursday evening preceding expiry of the Contract, the Clearing House shall provide each Clearing Member which it believes will have a delivery obligation with notification of any currencies in respect of which the applicable delivery or receipt threshold will be exceeded if the Clearing Member proceeds to settlement without taking mitigating measures.  
	5.14 No later than 17:00 on the second Business Day preceding the intended day of delivery:
	(a) in respect of each Clearing Member whose total obligation to deliver a particular currency exceeds an applicable threshold, the Clearing House shall increase the Margin Requirement relating to the relevant FX Contracts and the Clearing Member shall satisfy such increased Margin Requirement in that currency in accordance with the Clearing House’s concentration risk policy. 
	(b) in respect of each Clearing Member whose total obligation to receive a particular currency exceeds an applicable threshold, the Clearing House shall increase the Margin Requirement relating to the relevant FX Contracts in accordance with the Clearing House’s concentration risk policy.
	5.15 In relation to paragraph 5.14(a), if the Clearing Member provides Margin Requirement in a currency other than that specified, the Clearing House shall, at the Clearing Member’s expense, be entitled to convert such currency into the currency specified at such rate prevailing at the time of the calculation as it shall reasonably select.
	5.16 In relation to paragraph 5.14(b), if the Clearing Member exceeds an applicable threshold, the Clearing Member shall provide an explanation to the Clearing House in writing, including an assessment of the adequacy of the thresholds. This assessment will be reviewed by the Clearing House. If a Clearing Member exceeds an applicable threshold for the second time, the Clearing Member shall provide an explanation to the Clearing House in writing, including an updated assessment of the adequacy of the thresholds and an explanation for the repeated threshold breach. If the applicable thresholds are breached by the Clearing Member, such breach may result in fines as established by the Clearing House. At the same time, the Clearing House will request a meeting with the Clearing Member in which the Clearing Member is requested to present on the threshold setting process, the set thresholds, and the repeated breaches. If the applicable thresholds are breached by the Clearing Member three times, the Clearing Member is requested to present the breach to the FX Settlements Working Group. Senior management of the Clearing Member is also requested to present to the Clearing House on the threshold setting process, the set thresholds, and the repeated breaches. In addition, such breach may result in fines as established by the Clearing House. 
	5.17 No later than 17:00 on the second Business Day preceding the intended day of delivery, each Clearing Member must tender to the Clearing House a further notice of intention to settle an Exchange Contract through the CLS System. Clearing Members must provide a notice of intention in relation to each Exchange Contract that is due for delivery. 
	5.18 Following receipt of the notice, the Clearing House shall provide each Clearing Member which has a delivery obligation for a particular delivery date with delivery instructions specifying the amount of the relevant currency, and the identity and CLS Account details of the other Clearing Member to which the Clearing Member will make the delivery (the Delivery Instructions). The Clearing House will provide separate Delivery Instructions for each Contract in respect of which a Clearing Member has a delivery obligation on a delivery date.
	5.19 Within one (1) hour of receipt of the Delivery Instructions from the Clearing House, a Clearing Member may agree with the Clearing Member identified in the Delivery Instructions, that they will instead use the Non-CLS delivery process as set out in section 6 of this FX Delivery Procedure. Clearing Members may only agree to use the delivery process set out in section 6 if the value of the delivery is less than USD$25 (twenty five) million. If the Clearing Members agree to do this, they must inform the Clearing House as soon as possible and the Clearing House will notify each Clearing Member of the cancellation of the CLS Delivery Instructions. In this case, the Clearing Members and the Clearing House will instead settle in accordance with section 6 of this FX Delivery Procedure. 
	5.20 Subject to paragraph 5.11, on the Business Day preceding the intended day of delivery, each Clearing Member must confirm to the Clearing House by 19:00 that the relevant CLS Instruction has been made. The details included in the CLS Instructions must match the Delivery Instructions provided by the Clearing House pursuant to paragraph 5.19 of this FX Delivery Procedure and must ensure that delivery will be made on the delivery date required by the Contract Specification. The Clearing Member may not amend the Delivery Instructions without the prior written consent of the Clearing House. Once the Clearing Member has confirmed the CLS Instruction has been made it may not amend or cancel the CLS Instruction without the prior written consent of the Clearing House. Consent may be given by the Clearing House to Clearing Members to enter into an EFRP Transaction in accordance with the Exchange Rules.
	5.21 The Clearing Member must also confirm to the Clearing House by 19:00 that the CLS Instruction has been matched in the CLS System with the corresponding CLS Instruction of the other Clearing Member identified in the Delivery Instructions.
	5.22 The Clearing Member must confirm to the Clearing House receipt of the delivery of the relevant currency for each Contract.
	5.23 If on the delivery day any CLS Instruction has failed to settle each Clearing Member must notify the Clearing House as soon as possible. Such notifications shall be in the form of a Notice of Settlement Failure set out as Appendix 1 to this FX Delivery Procedure. The Notice of Settlement Failure should be emailed to the following email address: ClearingSupport@cmeclearingeurope.com. Clearing Members must make such notification by 15:00 London time. 

	6 Non-CLS Physical Delivery Arrangements
	6.1 Where a Contract Specification specifies that delivery shall be performed through direct settlement of currency via the Clearing House or where two Clearing Members have, in accordance with paragraph 5.19 of this FX Delivery Procedure elected to make delivery in accordance with this section 6 or where the CLS System is unavailable and the Clearing House has directed the Clearing Members to make delivery in accordance with this section 6 of the FX Delivery Procedure , delivery shall follow the requirements set out in this section 6.
	6.2 The Clearing House shall establish such requirements and preconditions for registration as a facility for the delivery of currencies as it deems necessary.
	6.3 The Clearing House shall designate an Agent Bank or Banks in each country into which currency shall be delivered, and shall make the relevant details available to the Clearing Member upon request. Agent Banks shall notify the Clearing House when currency funds have been received. 
	6.4 The amount of a currency to be delivered shall equal either (i) the Contract Size in respect of Contracts for which the Contract Size is denominated in that currency, or (ii) the Contract Size converted to currency in respect of Contracts implied by a final mark to market to the Final Settlement Price in the minimum price fluctuation currency.
	6.5 The Clearing House shall, 
	6.6 The Clearing House shall, after receipt of notification that currency funds have been received from the selling Clearing Member, and in accordance with CMECE instruction deadlines set out in Appendix 2 transfer funds denominated in the corresponding currency, as defined in the Contract Specification, previously deposited by the buying Clearing Member to the account of the selling Clearing Member. At such point, delivery in respect of the seller is complete.
	6.7 In order for a selling Clearing Member to make non-CLS physical delivery arrangements the steps set out below must be followed:
	(a) A Clearing Member delivering currency to cover a net short position shall, no later than 17:00 on the last day of trading, or on the first day preceding the delivery date, as specified in the relevant Contract Specification, present to the Clearing House a seller's Non-CLS Delivery Commitment, in a form and manner specified by the Clearing House, which identifies the bank(s) used by the seller and the number of Contracts and the component delivery values.
	(b) The Clearing Member shall arrange with their bank to transfer currency to the Agent Bank of the Clearing House, as directed by the Clearing House, such that the currency is received no later than the payment deadlines set out in Appendix 2.
	(c) If, in relation to an Exchange Contract, the seller's Non-CLS Delivery Commitment is received later than 17:00 on the last day of trading, but not later than 10:00 on the following day, the buying Clearing Member shall be assessed a fine on a per Contract basis, consistent with section 9 of this FX Delivery Procedure. Any deliveries memoranda or instructions received subsequent to 10:00 on the day following the last day of trading shall be deemed a delivery obligation failure and acted upon in accordance with section 9 of this FX Delivery Procedure. 
	(d) From time to time, countries change the requirements and the restrictions on non-resident bank accounts. These take various forms including, but not limited to, non-interest bearing deposit requirements, negative interest rates, prohibitions against investment in the country, ceilings on the amount of deposit and restrictions on the period of time such deposits may be maintained. It is the selling Clearing Member’s responsibility to be familiar with and in conformance with all regulations pertaining to the holding of non-resident bank accounts in the country in which it is desired to make delivery. For the avoidance of doubt, a Seller’s non-compliance with applicable local requirements in the country in which delivery is to be made shall not constitute a Force Majeure Event.
	(e) The Clearing Member representing the seller shall have made all provisions necessary to make delivery within the relevant country.

	6.8 Selling Clearing Members must deliver their currency from a bank in the country of origin of the relevant currency or a bank with a correspondent bank in that country. The delivering bank must be a commercial bank. At least one day prior to settlement the Clearing Member must provide the bank name, SWIFT BIC and address of the bank to the Clearing House.
	6.9 Clearing Members are advised that opening new accounts with banks may take a number of weeks. New accounts must be opened up far enough in advance of delivery so that a payment of the relevant currency will be able to be made on the delivery date.
	6.10 It is the responsibility of the selling Clearing Member to instruct its bank to transfer the full value of the delivery (i.e. not to deduct charges) of currency to the Agent Bank in accordance with the payment deadlines set out in Appendix 2.
	6.11 The following information must be contained in the instructions sent by the selling Clearing Member’s bank to the Agent Bank:
	(a) the currency amount (not the number of Contracts);
	(b) the name of the Clearing Member; and
	(c) if relevant, the name of the Client.

	6.12 In order for a buying Clearing Member to make a non-CLS physical delivery arrangements the steps set out below must be followed:
	(a) A Clearing Member that intends to accept delivery of currency to cover a net long position shall, no later than 17:00 on the last day of trading, present to the Clearing House a Non-CLS Delivery Commitment, in a form and manner specified by the Clearing House, which identifies the agent bank(s) used by the buyer and the number of Contracts and the component delivery values.
	(b) The Clearing Member shall in accordance with the payment deadlines set out in Appendix 2 deposit the delivery amount (as described in paragraph 6.4) denominated in the currency of the minimum price fluctuation. Such deposit shall be in the form of a payment to a specified account at an Agent Bank designated by the Clearing House. 
	(c) If, in relation to a Contract, the Non-CLS Delivery Commitment is received later than 17:00 on the last day of trading, but not later than 10:00 on the following day, the buying Clearing Member shall be assessed a fine on a per Contract basis, in accordance with section 9 of this FX Delivery Procedure. Any deliveries memoranda or instructions received subsequent to 10:00 on the day following the last day of trading shall be deemed a delivery obligation failure and acted upon in accordance with section 9 of this FX Delivery Procedure. 
	(d) From time to time, countries change the requirements and the restrictions on non-resident bank accounts. These take various forms including, but not limited to, non- interest-bearing deposit requirements, negative interest rates, prohibitions against investment in the country, ceilings on the amount of deposit and restrictions on the period of time such deposits may be maintained. It is the buying Clearing Member’s responsibility to be familiar with and in conformance with all regulations pertaining to the holding of non-resident bank accounts in the country in which it is desired to accept delivery. For the avoidance of doubt, a Buyer’s non-compliance with applicable local requirements in the country in which delivery is to be made shall not constitute a Force Majeure Event.
	(e) The Clearing Member that is the buyer shall have made all provisions necessary to receive delivery within the relevant country.

	6.13 Buying Clearing Members must take delivery of the currency at a bank in the country of origin of the relevant currency or a bank with a correspondent bank in that country. The delivering bank must be a commercial bank. At least one day prior to settlement the Clearing Member must provide the bank name, SWIFT BIC and address of the bank to the Clearing House. 
	6.14 Clearing Members are advised that opening new accounts with banks may take a number of weeks. New accounts must be opened up far enough in advance of delivery so that a payment of the relevant currency will be able to be made on the delivery date.
	6.15 The receiving bank should be advised and ready to accept the transfer of the relevant currency into the buying Clearing Member’s account. If the Clearing Member does not adequately inform the receiving bank, the receiving bank may reject the transfer from the Agent Bank and a late delivery will occur. As the Clearing House will hold any currency for delivery in a non-interest bearing account at the Agent Bank, the loss in interest or cost of negative interest could be considerable. 
	6.16 Delivery will only be made to the receiving bank if the information supplied to the Clearing House in relation to the receiving bank and the relevant account is complete and accurate.

	7 Wire Transfers
	7.1 Any Clearing Member not using CLS to facilitate physical delivery, where permitted by the Contract Specification, may have to submit a Wire Transfer. The Clearing House will provide its account details for settlement by way of Wire Transfer upon request from a Clearing Member.
	7.2 A Clearing Member which elects to send a wire transfer of funds to the Agent Bank in order to make delivery under a Contract must ensure that the payment is received into the relevant account at the relevant Agent Bank in accordance with the payment deadlines in Appendix 2.
	7.3 All wire transfers of funds into an account at an Agent Bank must comply with the EU Regulation 1781/2006 on information on the payer accompanying transfers of funds. Any delay in sending funds or other error relating to depositing any funds into the account at the Agent Bank may result in a delay in payment of the relevant currency by the Clearing House. Clearing Members who fail to make deliveries by the relevant deadline are required to submit a letter of explanation to the Clearing House and may be subject to disciplinary action or a Declaration of Default pursuant to the Clearing House Rules and/or the Exchange Rules.
	7.4 A Clearing Member who fails to deposit funds in accordance with this FX Delivery Procedure will be responsible for any overdraft charges assessed by the Agent Bank and any other charges as the Clearing House deems appropriate. The overdraft charges may only be waived if the Clearing House receives a letter from the Clearing Member’s bank stating that the bank will make the Clearing House whole. Such letter must be received by the Clearing House no later than ten (10) Business Days after such overdraft charge has been notified to the Clearing Member.

	8 Cash Settlement Arrangements
	8.1 Where a Contract Specification specifies that delivery shall be performed through cash settlement, delivery shall follow the requirements set out in this section 8.
	8.2 Cash settlement shall occur at the Final Settlement Price.
	8.3 Where the Final Settlement Price exceeds the Daily Settlement Price on the immediately preceding Business Day, a Clearing Member that is or is representing the seller shall pay to the Clearing House in respect of each Contract outstanding in respect of a Transaction the difference between the Final Settlement Price and the Daily Settlement Price on the immediately preceding Business Day, multiplied by the Contract Size. Where the Daily Settlement Price on the immediately preceding Business Day exceeds the Final Settlement Price, the Clearing Member that is the seller shall receive from the Clearing House in respect of each Contract outstanding the difference between the Final Settlement Price and the Daily Settlement Price on the immediately preceding Business Day, multiplied by the Contract Size. 
	8.4 Where the Final Settlement Price exceeds the Daily Settlement Price on the immediately preceding Business Day, a Clearing Member that is or is representing the buyer shall receive from the Clearing House in respect of each Contract outstanding the difference between the Final Settlement Price and the Daily Settlement Price on the immediately preceding Business Day, multiplied by the Contract Size. Where the Daily Settlement Price on the immediately preceding Business Day exceeds the Final Settlement Price, a Clearing Member that is the buyer shall pay to the Clearing House in respect of each Contract outstanding the difference between the Final Settlement Price and the Daily Settlement Price on the immediately preceding Business Day multiplied by the Contract Size.
	8.5 All payments described in this section 8 shall be in a form determined by the Clearing House.

	9 Delivery Infractions
	9.1 If a Clearing Member fails to deposit such funds in order to make timely payment as required in this FX Delivery Procedure, the Clearing House may impose a fine upon the Clearing Member pursuant to the schedule of fines set out below, in addition to charging the current overdraft rate applicable to the Clearing House's delivery account in the currency in question or any other compensation due to the late or inaccurate delivery. Funds deposited earlier than the required date of deposit shall not earn interest for the early time period. 
	9.2 If the information contained in either a buying Clearing Member’s or a selling Clearing Member’s Non-CLS Delivery Commitment is inaccurate so that delivery cannot be accomplished in a timely manner, fines or damages may be assessed as in the remainder of this section 9.
	9.3 If the Clearing House takes any action pursuant to this section 9, this will in no way inhibit the ability of the Clearing House to make a Declaration of Default in relation to a Clearing Member in accordance with the Clearing House Rules and/or the Exchange Rules.
	9.4 A Clearing Member who fails to perform all acts required by this FX Delivery Procedure, or whose actions or inactions have been, at the discretion of the Clearing House, deemed a delivery obligation failure shall be liable to the Clearing House for any loss sustained, which loss shall be at least the aggregate of:
	(a) The change, if any, from the Final Settlement Price on the last day of trading to the spot rate on the first day on which the transaction could be consummated on the spot market, as determined by the Clearing House. The spot market rate for the purposes of this computation shall be the means of the spot rates between a group of London banks selected for this purpose by the Clearing House at the earliest time it is determined the transaction can be completed in the spot market; 
	(b) Any related charges suffered by the Clearing House at any of its designated banks; and
	(c) A sum not to exceed 1% of the value of the Contract. Such amount shall be set by the Clearing House, except no such sum shall be assessed where a delivery obligation failure is occasioned by a Force Majeure Event.
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	CHAPTER 1DEFINITIONS AND INTERPRETATION
	Unless the context otherwise requires, for all purposes of the Rules, the following words shall have the meanings specified:
	(a) is credited to any of the Clearing Member’s Accounts as Collateral; and
	(b) is comprised in the Clearing Member’s Contribution and any Assessments and any Optional Payments the Clearing Member has provided to the Clearing House;
	(a) if there are no further IRS Declarations of Default during the 25 Business Days following the original IRS Declaration of Default, the 25th Business Day after the date of the original IRS Declaration of Default, and
	(b) if one or more IRS Declarations of Default are issued during the 25 Business Days following the first IRS Declaration of Default or any subsequent IRS Declaration of Default during the 25 Business Days following any such previous IRS Declaration of Default, the 25th Business Day following the issuance of the last IRS Declaration of Default regardless of the number of IRS Declarations of Default that may be issued during such period; 
	(a) after consultation with the Risk Committee or the IRS Risk Committee (as appropriate); and 
	(b) with the approval by the Board of Directors,
	(c) to satisfy all obligations, losses, costs and expenses of the Clearing House in relation to all Contracts in a Product Class; or
	(d) to satisfy a Shortfall.
	(a) where used in reference to one or more provisions of the Rulebook, those provisions of the Rulebook; or
	(b) otherwise, the Rulebook, the Contract Modules, Procedures and any Notices issued pursuant to the Rulebook and, for the purposes of any Rules concerning non-compliance with or breach of or failure to discharge any of the Rules, shall include the provisions of the Clearing Membership Agreement
	(a) the Aggregate IRS Collects or Aggregate Standard Collects (as applicable) of such Product Class received by the Clearing House
	(b) the Aggregate IRS Pays or Aggregate Standard Pays (as applicable) of such Product Class to be paid by the Clearing House,
	(a) Standard Contracts entered into by a Standard Clearing Member on behalf of one Client only within that Standard Omnibus Client Account; or
	(b) Standard Contracts, if any, entered into by a Standard Clearing Member on behalf of one or more Clients within that Standard Omnibus Client Account which the Clearing House cannot identify as relating to a particular Client;
	(a) a transaction entered into by two Clearing Members, each Clearing Member acting on its own account;
	(b) a transaction that is deemed to exist between two Clearing Members on the submission to the Clearing System of matching details of a transaction entered into between a Client of each Clearing Member or one of the Clearing Members and a Client of the other; or
	(c) a transaction that is deemed to exist on the submission to the Clearing System of matching details of a transaction entered into between a Clearing Member acting on behalf of a Client and the same Clearing Member acting on its own account or on behalf of another Client

	1.2 In the Rules unless otherwise specified:
	1.2.1 the table of contents and the headings are inserted for convenience only and do not affect the interpretation of the Rules;
	1.2.2 references to Chapters are to the chapters of this Rulebook; 
	1.2.3 references to Rules are to the Rules or any particular one of the Rules;
	1.2.4 references to any document are to that document as from time to time amended, restated, novated or replaced, however fundamentally;
	1.2.5 references to a person include an individual, partnership, company, corporation, unincorporated body of persons and any government entity;
	1.2.6 references to any statute or statutory provision include any subordinate legislation made under it;
	1.2.7 references to any statute or statutory provision include any provision amending it or re-enacting it (whether with or without modification) which is the same as, or substantially similar to, the obligations imposed by the specified statute or statutory provision;
	1.2.8 references to time are to London time unless otherwise specified and are set out in the 24 hour clock convention;
	1.2.9 words importing the plural include the singular and vice versa and the use of any gender includes the other gender;
	1.2.10 the words other, including and in particular shall not limit the generality of any preceding words or be construed as being limited to the same class as the preceding words where a wider construction is possible; 
	1.2.11 any reference to the discretion exercised by the Clearing House shall mean the Clearing House’s sole, unfettered and absolute discretion; 
	1.2.12 references to a negative sum means a sum due from a Defaulting Clearing Member and a positive sum means a sum due to a Defaulting Clearing Member.

	1.3 When such term is used in a Rule, “net sum” is not a new obligation but the aggregate or reduction of existing obligations between the Clearing Member and the Clearing House in accordance with the Rule.
	1.4 The Board of Directors of the Clearing House shall have the authority to interpret the Rules. Save as otherwise provided, any such interpretations shall be final and conclusive.
	1.5 This Rulebook shall be interpreted in conjunction with any Contract Module, Procedure and Notice. Each Clearing Member will be bound by such Contract Modules, Procedures and Notices as may be relevant to it which shall be set out on the Clearing House’s Website, or, in the case of an Exchange Contract Module, on the Exchange Website. 
	1.6 In the event of any conflict between the Rulebook and the Clearing Membership Agreement, the Rulebook shall take precedence. In the event of any conflict between the Rulebook and the Procedures, the Rulebook shall take precedence. In the event of any conflict between the Rulebook and a Notice, the Rulebook shall take precedence except to the extent a Notice amends the Rulebook. In the event of any conflict between the Rulebook and a Contract Module, the Contract Module shall take precedence insofar as the conflict relates to the Contract Specification for the type of Contract governed by the Contract Module. In the event of any conflict between the Rules and the User Licence Agreement, the Rules shall take precedence. 
	1.7 In the event of any conflict between: 
	1.7.1 the Rules or the Clearing Membership Agreement, and
	1.7.2 the Client Agreement or the Client Protection Agreement or the Security Trust Deed or the Client Acknowledgement,
	1.7.3 In the event of any conflict between the Client Agreement, the Client Protection Agreement, the Security Trust Deed and the Client Acknowledgement, the Client Protection Agreement and the Security Trust Deed will take precedence over the Client Agreement and the Client Acknowledgement, and the Client Acknowledgement will take precedence over the Client Agreement.

	1.8 If the Clearing House is unable to ascertain any amount or sum for any purpose including for any set-off, netting or aggregation under the Rules, the Clearing House may in good faith estimate that obligation (whether matured or contingent) and set-off, net or aggregate in respect of the estimate, subject to the Clearing House accounting to the Clearing Member or vice versa when the obligation is ascertained.

	CHAPTER 2GENERAL PROVISIONS
	General
	2.1.1 The Rules, together with the Clearing Membership Agreement and any other documentation given contractual force pursuant to these Rules, form a contract between the Clearing House and each Clearing Member. No person other than the Clearing House has any obligation to Clearing Members under these Rules, the Clearing Membership Agreement or any Contract.  No person who is not a Clearing Member, including for the avoidance of doubt a Client and a Third Party Trade Delegate, shall have any rights pursuant to the Contract (Rights of Third Parties) Act 1999 to enforce any provision of these Rules or the Clearing Membership Agreement. 
	2.1.2 A Clearing Member shall not assign, transfer or create any Encumbrance in relation to any of its rights or obligations under the Rules, the Clearing Membership Agreement or any Contract save as otherwise set out in the Rules.

	2.2 Amendments
	2.2.1 The Clearing House may amend the Rulebook at any time by issuing a Notice setting out the text of the amended Rules and, where appropriate, a brief explanation of the reason for the amendment. 
	2.2.2 The Clearing House will publish any proposed amendment to the Rulebook for consultation and will invite Clearing Members to submit comments in writing within a specified deadline save that the Clearing House shall not be required to consult on any amendments to the Rulebook which:  
	(a) are minor changes of an administrative or commercial character or where the Clearing House reasonably considers that the amendment would not significantly affect the rights, obligations or liabilities of Clearing Members or that consultation is otherwise not appropriate; 
	(b) are considered by the Clearing House necessary to ensure compliance with the Applicable Laws or a requirement of a Regulatory Authority on the Clearing House or any Clearing Member;
	(c) are considered by the Clearing House necessary as a result of an Event of Default or Force Majeure Event; or 
	(d) are otherwise considered by the Clearing House to be necessary for the purpose of mitigating a significant risk to the Clearing House (including by mitigating a significant risk to a Clearing Member) or for the purposes of Rule 3.7.

	2.2.3 The Clearing House may consult on a proposed amendment to the Rulebook with only a limited number of Clearing Members if it reasonably considers it appropriate to do so including where, in the Clearing House’s reasonable opinion, a proposed amendment will affect a limited number of Clearing Members or in the Clearing House’s reasonable opinion, is a limited technical amendment.
	2.2.4 Subject to Rule 2.2.9, a Notice setting out an amendment to the Rulebook shall state the date from which such amendment comes into effect, which shall not be earlier than ten (10) Business Days from the date of the Notice except that any of the amendments set out in Rule 2.2.2 may take immediate effect on the date of the Notice. 
	2.2.5 The Clearing House may amend a Contract Module, any Contract Specification (provided that such amendment relates to all Contracts with the same Contract Specification), the Procedures and Notices at any time by issuing a Notice setting out the text of the amended Contract Module, Contract Specification, Procedure or Notice. Any such amendment shall have immediate effect unless otherwise stated in the Notice. Any amendment to a Contract Specification may apply to Contracts entered into both before and after the date on which such amendments take effect. 
	2.2.6 No amendment to the Rules shall have the effect of extinguishing any right or discharging any liability incurred under the Rules before such amendment came into effect. 
	2.2.7 The Clearing House shall notify Clearing Members of any changes in its Business Days and Opening Hours from time to time by Notice. 
	2.2.8 Subject to Rule 8.10, if at any time the Clearing House decides to cease acting as a clearing house, either generally or in relation to a particular type of Contract, it shall give prior notice to Clearing Members where possible and as soon as reasonably practicable of the proposed withdrawal date. Where any Contract has not been closed out or settled, subject to any restriction under Applicable Law, the Clearing House shall use reasonable endeavours to give six (6) months’ notice. If at any withdrawal date, any Affected Contracts remain open and in force or not otherwise closed pursuant to Rule 5.2.7, the Clearing House shall be entitled to offset, liquidate or require any such Contracts to cash settle on terms specified by the Clearing House. 
	2.2.9 Any amendment to Rules 2.3, 2.4, 3.7, 3.8, 3.10.1, 3.10.2 or Chapter 8 which significantly increases the:
	(a) exposure to the Clearing House in respect of any indemnity given by the Clearing Member;
	(b) Assessments; or
	(c) the time it takes to terminate membership of the Clearing House

	2.2.10 By making or receiving a payment in the next Settlement Cycle and/or submitting a Transaction for clearing in accordance with Chapter 5 after the time at which an amendment (made in accordance with Rules 2.2 or 3.7.1(k)) is stated to have effect in the relevant Notice, the Clearing Member is deemed to have accepted the amendment.

	2.3 Limitations of liability and indemnity 
	2.3.1 Each Clearing Member shall indemnify the Clearing House, Chicago Mercantile Exchange, Inc and any of its Parent Undertakings and each of their respective Representatives (each an Indemnified Person) against any and all losses, liabilities, damages, claims, costs or expenses suffered or incurred by the Indemnified Person arising out of or in connection with the Clearing Member’s conduct or its breach of these Rules, any Contract entered into by the relevant Clearing Member, or any reasonable action taken by the Clearing House in relation to the operation of the Clearing House or in compliance with the Applicable Laws save to the extent that the losses, liabilities, damages, claims, costs or expenses arise as a result of the bad faith, fraud, wilful default or gross negligence of the Indemnified Person.
	2.3.2 To the extent that the Clearing Member is required to indemnify the Indemnified Persons, it shall only be required to indemnify the Clearing House provided that:
	a) the Clearing House notifies the Clearing Member as soon as reasonably practicable if it intends to claim under any such indemnity; and
	b) the Clearing House takes reasonable steps to minimise its loss. 

	2.3.3 Neither the Clearing House nor any of its Affiliates or Representatives shall have any liability or obligation under or in respect of a Transaction unless and until a Contract arises. The Clearing House’s liabilities and obligations under any Contract will be limited to those set out in these Rules and the terms of the Contract. 
	2.3.4 Notwithstanding any other provision of the Rules, neither the Clearing House nor any of its Affiliates or Representatives shall be liable for any losses, liabilities, damages, claims, costs or expenses, whether in contract, tort or breach of statutory duty or otherwise, arising from or in connection with:
	(a) any suspension or closure of the Clearing House, the Exchange or the Trade Repository;
	(b) any failure or malfunction or defect or delay or interruption in, or inability to use, any systems or communications necessary for use of the Clearing House (whether or not such systems or communications are under the control of the Clearing House);
	(c) any errors or inaccuracies in any information used in any systems of the Clearing House or provided by the Clearing House;
	(d) any warranties, representations and undertakings which might be implied, whether by statute or otherwise, in respect of any systems used or provided by the Clearing House including the Clearing System, Exchange and Trade Repository, including as to fitness for purpose or for a particular use;
	(e) any exercise or failure to exercise any discretion or right conferred upon the Clearing House pursuant to the Rules;
	(f) any error, delay or inaccuracy in the submission of a Transaction or the transmission of information to the Clearing House and any unauthorised access to or use of the Clearing House;
	(g) the performance of any obligation of a Clearing Member or Client or Third Party Trade Delegate or other person;
	(h) the acts or omissions of, or an Insolvency Event affecting, any third party including the Security Trustee, the Exchange, the Trade Repository, any Settlement Bank, Custodian, Central Security Depository, Agent Bank, the CLS Bank or any entities providing access to the CLS System, custodian, settlement agent or provider of data or other services or systems to the Clearing House or a Clearing Member, warehouse, shipping station or similar organisation or entity that may be involved with a delivery of any physically settled Contract, or any of their affiliates, sub-contractors or delegates; 
	(i) any dispute relating to the validity, existence or terms of any Contract; or
	(j) any loss or diminution in the value of, or depreciation in or in connection with any, Collateral, Contributions, Assessments or Optional Payments provided to the Clearing House pursuant to the Rules, save where any loss with respect to Collateral is incurred by the Clearing House as a direct result of any investment made by the Investment Agent pursuant to the investment policy of the Clearing House which loss shall be borne by the Clearing House.

	2.3.5 Neither the Clearing House nor any of its Affiliates or Representatives shall in any circumstances be liable to a Clearing Member or any other person for:
	(a) loss of or anticipated loss of profit, loss of or anticipated loss of revenue, loss of use, business interruption, loss of use of any equipment, loss of any contract or other business opportunity or goodwill or punitive loss; or
	(b) indirect loss or consequential loss,

	regardless of whether the Clearing House has been advised of the possibility of such loss or whether such loss otherwise could have been foreseen.
	2.3.6 Neither this Rule 2.3 nor any other Rule shall affect the application of section 291 FSMA nor exclude or restrict the liability of the Clearing House or any other person:
	(a) in respect of the fraud, bad faith, wilful default or gross negligence of the Clearing House; 
	(b) in respect of personal injury or death resulting from negligence, recklessness or an intentional act or omission; or
	(c) otherwise to the extent it cannot be excluded or restricted in accordance with the Applicable Law.

	2.3.7 Nothing in these Rules shall require the Clearing Member to indemnify the Clearing House to the extent not permissible in accordance with the Applicable Law.
	2.3.8 The Clearing House shall not be liable to any person which is not a Clearing Member.
	2.3.9 The Clearing Member shall notify the Clearing House in writing of any possible action, claim or proceeding against the Clearing House and the details thereof as soon as reasonably practicable.

	2.4 Limited recourse
	2.4.1 This Rule 2.4 overrides all other provisions of the Rules, each Clearing Membership Agreement and any other agreement or arrangement. 
	2.4.2 At any time:
	(a) the aggregate amounts payable by (and any other obligations of) the Clearing House (in each case, whether present, future or contingent or otherwise and including, without limitation, the obligation to return Equivalent Assets) under, or in respect of all IRS Contracts, IRS Collateral, IRS Guarantee Fund, IRS Assessments and IRS Optional Payments shall be recoverable only from and to the extent of:
	(i) the current value of Eligible Assets comprising the IRS Guarantee Fund and any assets in which the Clearing House has invested such Eligible Assets;
	(ii) the current value of Eligible Assets comprising the aggregate of all IRS Collateral relating to Variation Requirement (if any) and any assets in which the Clearing House has invested such Eligible Assets;
	(iii) the current value of Eligible Assets comprising the aggregate of all IRS Collateral relating to Margin Requirement and any assets in which the Clearing House has invested such Eligible Assets;
	(iv) the current value of Eligible Assets comprising the aggregate of all IRS Assessments made and any assets in which the Clearing House has invested such Eligible Assets;
	(v) the current value of Eligible Assets comprising the aggregate of all IRS Optional Payments and any assets in which the Clearing House has invested such Eligible Assets; and 
	(vi) amounts received from non-defaulting IRS Clearing Members by the Clearing House under IRS Contracts,
	(A) the Clearing House has applied or has determined to apply such Eligible Assets or amounts under the Rules; or
	(B) there has been a default (including, without limitation, fraud, negligence, wilful default or the occurrence of an Insolvency Event) with respect to:
	1) a central securities depository or securities settlement system; or
	2) a Custodian, Investment Agent, Settlement Bank or Settlement Agent for Precious Metals:
	a) which has been selected by the Clearing House following consultation with the Risk Committee or the IRS Risk Committee and approval by the Board of Directors;
	b) which is monitored by the Clearing House in accordance with its normal procedures as consulted on with the Risk Committee or the IRS Risk Committee; and
	c) in the case of a default by an Investment Agent only, where there is no material breach by the Clearing House of its investment management policy outstanding.





	2.4.3 At any time the aggregate amounts payable by (and any other obligations of) the Clearing House (in each case, whether present, future, contingent or otherwise and including, without limitation, the obligation to return Equivalent Assets) under, or in respect of all Standard Contracts, Standard Collateral, Standard Guarantee Fund, Standard Assessments and Standard Optional Payments shall be recoverable only from and to the extent of:
	(a) the current value of Eligible Assets comprising the Standard Guarantee Fund and any assets in which the Clearing House has invested such Eligible Assets;
	(b) the current value of Eligible Assets comprising the aggregate of all Standard Collateral relating to Variation Requirement (if any) and any assets in which the Clearing House has invested such Eligible Assets;
	(c) the current value of Eligible Assets comprising the aggregate of all Standard Collateral relating to Margin Requirement and any assets in which the Clearing House has invested such Eligible Assets;
	(d) the current value of Eligible Assets comprising the aggregate of all Standard Assessments and any assets in which the Clearing House has invested such Eligible Assets; and
	(e) amounts received from non-defaulting Standard Clearing Members by the Clearing House under Standard Contracts,
	(i) the Clearing House has applied or has determined to apply such Eligible Assets or amounts under the Rules; or
	(ii) there has been a default (including, without limitation, fraud, negligence, wilful default or the occurrence of an Insolvency Event) with respect to:
	(A) a central securities depository or securities settlement system; 
	(B) a Custodian, Investment Agent, Settlement Bank, Settlement Agent for Precious Metals or Agent Bank:
	1) which has been selected by the Clearing House following consultation with the Risk Committee and approval by the Board of Directors;
	2) which is monitored by the Clearing House in accordance with its normal procedures as consulted on with the Risk Committee; and
	3) in the case of a default by an Investment Agent only, where there is no material breach by the Clearing House of its investment management policy outstanding.




	2.4.4 In accordance with Rules 2.4.2(a) and 2.4.3, amounts payable by the Clearing House under or in respect of all Contracts, Collateral, Guarantee Fund, Assessments and Optional Payments shall be recoverable only from and to the extent of Eligible Assets that are available to the Clearing House at any Custodian, except as set out in Rules 2.4.2(a)(vi) and 2.4.3(e), as applicable.
	2.4.5 If a Clearing Member receives any payment or asset (including by way of set-off or by way of enforcement of any Encumbrance) under the Rules or its rights under the Rules are otherwise discharged in breach of this Rule 2.4, then it will, promptly upon becoming aware of such payment or receipt of an asset or after receiving notice from the Clearing House of such payment or receipt of an asset, pay such amount or asset (or an amount equal to the discharged amount) to the Clearing House to be applied in accordance with these Rules.
	2.4.6 For the purposes of Rules 2.4.2(a)(i) and 2.4.3(a) the Clearing House may, in its reasonable discretion, determine the proportion of the relevant Guarantee Fund to be applied in relation to each Account of the relevant Clearing Member.

	2.5 Clearing House Insolvency
	2.5.1 Subject to Rule 2.5.2, if the Clearing House:
	(a) enters into liquidation; 
	(b) enters into administration; or
	(c) fails to pay on the due date any amount in excess of £5,000,000 (or its equivalent in other currencies) payable by it under the Rules unless such payment is being disputed in good faith by the Clearing House or has been delayed pursuant to the Rules (including, without limitation, pursuant to Rule 5.2.9(g) or Rule 11.2.7),

	2.5.2 Rule 2.5.1 shall not apply if the Clearing House enters into a CCP Regime.

	2.6 Currency of payment and currency conversion
	2.6.1 For the purposes of any calculation under these Rules, the Clearing House may convert amounts denominated in one currency into another currency at such rate prevailing at the time of the calculation as it shall reasonably select.
	2.6.2 Amounts payable to the Clearing House shall be paid in the currency specified in the relevant Contract Specification or in the currency otherwise required by the Rules. If the Clearing House receives payment in another currency, it may convert such amount at such rate prevailing at the time of the calculation as it shall reasonably select. The Clearing Member shall indemnify the Clearing House against any loss which the Clearing House may suffer as a result of such conversion.
	2.6.3 Notwithstanding Rule 2.6.2, Variation Requirement may, at the discretion of the Clearing House, be payable in a currency other than that specified in the relevant Contract Specification provided that the other currency is limited to GBP, USD or EUR. 

	2.7 Confidentiality
	2.7.1 The Clearing House will treat as confidential all information received from a Clearing Member or which is held by the Clearing House and relates to Contracts which the Clearing Member has entered into and shall not disclose it to any other person except:
	(a) where the Clearing House is in possession of the information free of any obligation of confidence to the Clearing Member at the time it is received by the Clearing House or obtains it from a third party which is not under a duty of confidence to the Clearing Member in respect of such information;
	(b) where the Clearing House develops the information independently and without reference to any of the Clearing Member’s confidential information;
	(c) where it has the Clearing Member’s consent to do so;
	(d) where required to do so by a Regulatory Authority, pursuant to the order of a competent court, or pursuant to the Applicable Law;
	(e) to any Affiliate, any Exchange, any Committee, the Appeals Body or any professional advisers to enable them to provide services to the Clearing House which are necessary or expedient for the operation of the Clearing House;
	(f) to any Client or Third Party Trade Delegate to which the information relates;
	(g) to the Security Trustee, any Settlement Bank, Custodian or other person which provides data, services or systems to the Clearing House and any of their Affiliates, sub-contractors and delegates to the extent necessary or expedient for the purpose of the provision of those services; 
	(h) to any other Clearing Member for the purposes of a potential transfer, novation or assignment of a Transaction, a Contract or Collateral to such Clearing Member or for the purposes of making deliveries under Contracts;
	(i) to any person or to the public if the information is or comes into the public domain other than as a result of a breach of this Rule by the Clearing House or its Representatives; or
	(j) to any other person to which, and on such terms as, the Clearing House considers it appropriate to disclose such information.

	2.7.2 Rule 2.7.1 shall not operate to restrict, diminish or affect:
	(a) the rights of the Clearing House in relation to Clearing Data (as defined in the User Licence Agreement); 
	(b) or the IPRs (as defined in the User Licence Agreement) of the Clearing House.

	2.7.3 Clearing Members shall be deemed to consent to any disclosure or non-disclosure of information by the Clearing House that is required or permitted by section 348 of FSMA. 

	2.8 Data protection
	2.8.1 The Clearing House is a data controller in relation to personal information provided by the Clearing Members and their Representatives. Each Clearing Member shall ensure that any of its Representatives whose personal data is provided to the Clearing House has consented in advance to such data being controlled and processed by the Clearing House and that the disclosure of such personal data is lawful. 
	2.8.2 The Clearing House shall be entitled to disclose personal data to such persons and for such purposes as set out in Rule 2.7 and the Clearing House and any such person to which personal data is provided may transfer it outside the European Economic Area for processing.
	2.8.3 Each data subject may, on application to the Clearing House’s Company Secretary and payment of a small fee to the Clearing House, receive a copy of the personal data held by the Clearing House in respect of it and require the Clearing House to correct any errors or inaccuracies.  
	2.8.4 In this Rule 2.8, the terms “personal data”, “controller” and “data subject” have the meanings given to such terms in the Data Protection Act 1998.

	2.9 Force majeure
	2.9.1 If and to the extent that either the Clearing House or the Clearing Member is hindered or prevented by a Force Majeure Event from performing any of its obligations under these Rules, then the party so affected (the Affected Party) shall not be liable to the other for failure to perform such obligations provided that the Affected Party takes the steps set out in Rule 2.9.2.
	2.9.2 On the occurrence of a Force Majeure Event, the Affected Party shall: 
	(a) immediately notify the other party of the same in writing and, if the Clearing House is the Affected Party, it shall do so by issuing a Notice;
	(b) use reasonable endeavours to minimise the effects of the Force Majeure Event on the performance of its obligations under the Rules and resume full performance of such obligations without avoidable delay; 
	(c) keep the other party informed of the development of the circumstances of the Force Majeure Event and the performance of its obligations under the Rules, including, without limitation, when it is no longer affected by the Force Majeure Event and, if the Clearing House is the Affected Party, it shall do so by issuing a Notice; and
	(d) if the Clearing House is the Affected Party, require any Clearing Member to take such action, including but not limited to action in accordance with Rule 11.6.6(b), as the Clearing House may direct in relation to any Contracts or Collateral deposited with the Clearing House affected by the Force Majeure Event.

	2.9.3 If a Force Majeure Event continues for 5 (five) Business Days, the Clearing House will consult with the relevant Risk Committee on any actions which the Clearing House proposes to take to protect the financial integrity of the Clearing House or in relation to any Contract affected by the continuing Force Majeure Event. For the avoidance of doubt, any action may include the Invoicing Back of any Contract affected by the continuing Force Majeure Event providing there is an objective justification for the Invoicing Back of such Contract or taking action in accordance with Rule 11.6.6(b).

	2.10 Severability
	2.10.1 Each of the Rules is severable and distinct from the others. It is intended that every Rule and every part of each Rule shall be and remain valid and enforceable to the fullest extent permitted by law. If any Rule or part of a Rule is or at any time becomes to any extent invalid, illegal or unenforceable for any reason, it shall, to that extent, be deemed not to form part of these Rules, but the validity, legality and enforceability of the remaining Rules and parts of these Rules shall not be thereby affected or impaired.

	2.11 Waiver
	2.11.1 Except as specifically provided for in these Rules, no waiver of any of these Rules or any part thereof shall be effective unless the same shall be in writing, and then such waiver shall be effective only in the specific instance, for the purpose for which the same is given, and such waiver shall not operate as a waiver of any future application of such Rule or part thereof.
	2.11.2 The waiver of any right, and the failure to exercise any right or to insist on the strict performance of any of the Rules, shall not operate as a waiver of, or preclude any further or other exercise or enforcement of that or any other right.
	2.11.3 Any times fixed by these Rules for the doing of any act or acts required by these Rules may be extended, waived or suspended by the Clearing House, the Board of Directors or such Committee as the Board of Directors may designate, whenever, in its, judgment, such extension, waiver or suspension is necessary or expedient. 

	2.12 Governing law and arbitration
	2.12.1 The Rules shall be governed by and construed in accordance with the laws of England and Wales. 
	2.12.2 Subject to Rule 2.12.4, any dispute between the Clearing House and Clearing Member arising out of or in connection with the Rules or any Contract, including any question regarding the validity of the Clearing Membership Agreement shall be referred to and finally resolved by arbitration under the Rules of the London Court of International Arbitration, which Rules are deemed to be incorporated by reference into this Rule. 
	2.12.3 The number of arbitrators shall be three (3). Each party shall appoint one (1) arbitrator and the remaining arbitrator shall be appointed by agreement between the arbitrators appointed by each party. The third arbitrator shall serve as chairman. The seat, or legal place, of arbitration shall be London. The language to be used in the arbitral proceedings shall be English. 
	2.12.4 A Clearing Member may not submit a dispute, the subject matter of which could constitute a Complaint, to be resolved by arbitration in accordance with Rule 2.12.2 unless and until it has submitted a Complaint on such subject in accordance with the Rules and that Complaint has been subjected to the procedures set out in the Rules. 
	2.12.5 The commencement of any arbitral proceedings pursuant to Rule 2.12.2 shall be without prejudice to and shall not limit in any way the right of the Clearing House to instigate any procedure under the Rules, including without limitation in relation to any Event of Default or any Investigation or Disciplinary Proceedings. 
	2.12.6 The Clearing House will not be responsible for compliance or non-compliance by any person with the requirements under the FCA’s Prospectus Rules concerning offers made to the public.

	2.13 Waiver of sovereign immunity
	2.13.1 In the event that a Clearing Member purports to be a state entity, such entity irrevocably acknowledges and accepts that the Rules and all agreements entered into or in connection herewith (including all appendices, schedules and exhibits thereto) and the performance or non-performance of its obligations under the Rules are commercial rather than public or governmental acts. In any event, the Clearing Member hereby waives in relation to any disputes arising out of or in connection with the Rules under any law or in any jurisdiction, notwithstanding the dispute(s) relate(s) to acts of a sovereign or governmental character, any claim the Clearing Member may have or may acquire to immunity on the grounds of sovereignty or otherwise (for itself/themselves and its/their property, present or subsequently acquired) from:
	(a) any jurisdiction and the service and pursuit of any proceedings in that jurisdiction
	(b) procedural privileges relating to the obligation to disclose documents or information; and
	(c) any relief, before or after proceedings have been commenced, including but not limited to orders for injunction, specific performance, or recovery of land; any set off, attachment or execution or enforcement of a judgment or arbitral award against its sovereign property (or in an action in rem for the arrest, detention or sale of its sovereign property) irrespective of that property’s use or intended use, whether commercial or otherwise, including without prejudice to the generality of sovereign property, any assets held on behalf of a central bank, diplomatic assets, tax revenues or other payments to the sovereign or cultural, historic or scientific collections.


	2.14 No proceedings
	2.14.1 No Clearing Member shall take any action to commence an insolvency or reorganisation proceeding (including, without limitation, by presentation of a winding up petition) in relation to the Clearing House.
	2.14.2 No Clearing Member shall take any action (including, but not limited to, commencing a court or arbitral proceeding) with the intention of or that would limit or interfere with the ability of the Clearing House to exercise its rights and perform its obligations (in each case, as interpreted by the Clearing House) under or in connection with the Rules.


	CHAPTER 3MEMBERSHIP
	Types of membership and application
	3.1.1 A clearing member applicant must, at a minimum, demonstrate to the Clearing House that it can satisfy the Membership Criteria. The process for applying for clearing membership is set out in the Membership Procedure. A copy of the application form is available on request. Subject to advice from the Risk Committee, the Board of Directors determines whether an applicant for membership as a Standard Clearing Member satisfies the Membership Criteria. Subject to advice from the IRS Risk Committee, the Board of Directors determines whether an applicant for membership as an IRS Clearing Member satisfies the Membership Criteria. 
	3.1.2 The Clearing House has the following categories of membership; Standard Clearing Members and IRS Clearing Members (each a Membership Category), each of which has a separate Guarantee Fund. A Clearing Member in one Membership Category only has recourse to the Guarantee Fund relating to that Membership Category as set out in Rule 7.1. The Clearing House may create additional Membership Categories depending on the types of Transaction to be cleared. The Clearing House may apply different Membership Criteria in respect of different Membership Categories. A Clearing Member may only clear those types of Transaction in respect of which it is a Clearing Member of the relevant Membership Category. A Clearing Member may belong to multiple Membership Categories. A Clearing Member must continue to satisfy the Membership Criteria applicable to its Membership Category for so long as it remains a Clearing Member of that Membership Category.
	3.1.3 A Membership Category may allow the Clearing Member to clear different types of Transactions such as Transactions relating to different asset classes provided the Clearing Member complies with any Rules that relate specifically to the ability to clear a particular type of Transaction. The Guarantee Fund relating to a Membership Category relates to all Contracts with the Clearing Members within that Membership Category. The Clearing House may have recourse to the Guarantee Fund relating to a particular Membership Category regardless of which types of Transaction the Defaulting Clearing Member has the ability to clear. 
	3.1.4 The Rules apply to Clearing Members. Each Clearing Member shall, and shall use reasonable endeavours to procure that its Representatives act in accordance with the Rules. Different Rules may apply to Clearing Members in different Membership Categories and different types of Transaction and the applicable Rules may include a Contract Module that is specific to the type of Transaction.
	3.1.5 The Clearing House has no contractual relationship with Clients (save as set out in any Client Protection Agreement which the Clearing House may have entered into with a Client) or any Third Party Trade Delegate. The Clearing Member will be party to and liable as a principal in respect of any Contracts. Clients and Third Party Trade Delegates are not subject to the Rules and do not have any of the rights or benefits of a Clearing Member. The Clearing House has no obligations or liabilities under the Rules to any person other than a Clearing Member.  

	3.2 Membership Criteria
	3.2.1 To become a Clearing Member and maintain membership of the Clearing House, a person must at all times: 
	(a) be incorporated as a body corporate, partnership or other business organisation or entity in any jurisdiction;
	(b) have all necessary authorisations, licences, permissions, approvals or equivalent in respect of each Regulatory Authority required to enter into and clear through the Clearing House Transactions, including, where relevant, Transactions with or on behalf of Clients and Third Party Trade Delegates;
	(c) comply with all Applicable Law and the requirements of each Regulatory Authority which has jurisdiction over the Clearing Member to the extent that failure to do so would be likely to have a material adverse effect on the Clearing Member’s suitability as a Clearing Member;
	(d) be subject to Applicable Law relating to money laundering and terrorist financing that requires it to undertake due diligence and identity verification measures on its Clients;
	(e) not be subject to an Insolvency Event or an Event of Default or any circumstances pursuant to which it is, or is likely to be, unable to discharge any obligation to the Clearing House;
	(f) comply with all regulatory capital requirements applicable to it; 
	(g) maintain capital of at least the type and amount set out in the Membership Procedure;
	(h) in the case of a Standard Clearing Member, have provided to the Clearing House its Contribution to the Standard Guarantee Fund and, in the case of an IRS Clearing Member, have provided to the Clearing House its Contribution to the IRS Guarantee Fund, in each case in accordance with the Rules and the Membership Procedure;
	(i) have provided to the Clearing House sufficient Eligible Assets to satisfy its Collateral Requirement in accordance with the Rules;
	(j) have the Bank Accounts set out in Rule 4.2.2, and, if relevant, the accounts with the Agent Bank and the CLS Account set out in Rule 4.2.3;
	(k) be party to an executed Clearing Membership Agreement and such other agreements as set out in the Membership Procedure; 
	(l) have nominated a Representative to be responsible for the Clearing Member’s actions and represent the Clearing Member before the Clearing House and its Committees (a Nominee);
	(m) have nominated a Representative to be the Clearing House’s key contact person and to register such of its and its Clients’ Representatives as will be permitted to submit Transactions to the Clearing House (the Transaction Manager); 
	(n) ensure that a Representative, who is sufficiently senior and familiar with the Rules and the Clearing Member’s activities in relation to the Clearing House, is available to deal with any query or issue raised by the Clearing House; 
	(o) with respect to an IRS Clearing Member only:
	(i) have nominated at least two officers or employees to be members of the IRS Default Management Committee, one of which may be required to serve on the IRS Active Default Committee at any time, in accordance with its terms of reference and the IRS Default Management Guidelines; and  
	(ii) upon request of the Clearing House, submit nominations for an independent member of the IRS Risk Committee;

	(p) not have been, or have any senior Representative (in director position or above) who has been, convicted of any offence involving fraud, theft, false accounting, offences against the administration of public justice, serious tax offences or other dishonesty or an offence relating to companies, insurance, banking, other financial services, consumer credit or consumer protection, money laundering, market abuse or insider dealing or be, or have any senior Representative (in director position or above) who is, under investigation for committing such an offence, if, in each case, such circumstance has or would be likely to have an adverse effect on the Clearing Member’s ability to comply with the Rules;
	(q) satisfy the Clearing House as to its fitness and propriety, financial, operational, technical and risk management capacity and competence and have such personnel, facilities and organisational arrangements to be able to satisfy its obligations under the Rules; 
	(r) satisfy the Clearing House that it has in place adequate written anti-money laundering, risk management and disaster recovery, business continuity, record keeping and reporting policies and procedures to ensure that it is able to perform its obligations under the Rules;
	(s) be engaged in or demonstrate immediate capacity to engage in the conduct of a Clearing Member in respect of the Transactions to be cleared and the performance of all the obligations of a Clearing Member set out in the Rules;
	(t) have available to the Clearing House for inspection, upon reasonable request by the Clearing House, its books and records regarding Transactions cleared by the Clearing House;
	(u) demonstrate that it is in compliance with the Rules; 
	(v) satisfy any further requirements which the Clearing House may reasonably impose on a Clearing Member from time to time; and
	(w) with respect to a Standard Clearing Member clearing Exchange Transactions, have been accepted as and remain a member of the Exchange.

	3.2.2 The Membership Criteria set out in Rules 3.2.1(c) to 3.2.1(e) shall also apply to each of the Clearing Member’s Parent Undertaking and Guarantors. 

	3.3 Provision of information
	3.3.1 Each Clearing Member shall provide to the Clearing House in accordance with the Membership Procedure:
	(a) its annual audited financial statements prepared in accordance with Applicable Law within five (5) Business Days of submission of the same to its primary Regulatory Authority for financial services or, if it does not have such a Regulatory Authority, within sixty (60) Business Days of its financial year end; and
	(b) any other financial statements as are provided to the Clearing Member’s primary Regulatory Authority for financial services within thirty (30) calendar days of such financial statements having been provided to such Regulatory Authority or, if it does not have such a Regulatory Authority, monthly unaudited financial reports within fifteen (15) Business Days of the relevant month end.

	3.3.2 Each Clearing Member agrees that the Clearing House may at any time request information to which it is entitled under the Rules from a Regulatory Authority and that the Clearing House may receive such information and disclose it to any of its Affiliates and any Exchange, any Settlement Bank, Custodian or other person which provides data, services or systems to the Clearing House and any of their Affiliates, sub-contractors and delegates to the extent necessary or expedient for the purpose of the provision of those services.  To the extent such information is confidential in accordance with Rule 2.7.1, the Clearing House shall use its reasonable endeavours to ensure that any person receiving such information will keep that information confidential on equivalent terms to those set out in Rule 2.7.1.

	3.4 Notification Requirements
	3.4.1 Each Clearing Member shall notify the Clearing House in writing immediately in the event of any of the following:
	(a) it ceases to be able to satisfy any of the Membership Criteria or reasonably believes it may cease to be able to do so;
	(b) any material changes are made to the information previously provided to the Clearing House including that relating to its Nominee and Transaction Manager;
	(c) the Clearing Member is notified that a Regulatory Authority shall investigate any of its affairs or those of any of its Parent Undertakings or Guarantors which is material in terms of the overall size of its group or take disciplinary or other formal action against it or a Parent Undertaking or Guarantor or the Clearing Member has reason to believe that a Regulatory Authority is considering the same; or
	(d) of anything relating to the Clearing Member of which the Clearing House would reasonably expect notice.

	3.4.2 Each Clearing Member shall give the Clearing House prompt prior written notice of any material change in its form or organisation, ownership structure, or business operations, including: 
	(a) a merger, combination or consolidation between the Clearing Member and another person;
	(b) a change in the direct or indirect beneficial ownership of 10% (ten per cent.) or more of the equity of the Clearing Member;
	(c) the sale of a significant part of the Clearing Member's business or assets to another person; and
	(d) a material change in its business operations.

	3.4.3 The Clearing House shall be entitled to require each Clearing Member to provide it with a report on its large positions as notified by the Clearing House, as and when requested. 
	3.4.4 All information provided to the Clearing House shall be in English.
	3.4.5 Each Clearing Member shall furnish to the Clearing House such documents in a timely manner with respect to any of the foregoing events as the Clearing House may from time to time reasonably request.
	3.4.6 All information provided to the Clearing House by or on behalf of the Clearing Member shall be accurate, complete and not misleading and shall be provided in a format approved by the Clearing House. 

	3.5 Prohibitions
	3.5.1 A Clearing Member shall not:
	(a) breach any Applicable Law or requirements of a Regulatory Authority or any of these Rules which, in the reasonable opinion of the Clearing House, would be likely to have a material adverse effect on the Clearing Member’s suitability as a Clearing Member;
	(b) engage in any behaviour which amounts to market abuse, insider dealing, market manipulation, money laundering, fraud or which is in breach of any similar Applicable Law and which, in the reasonable opinion of the Clearing House, would be likely to have a material adverse effect on the Clearing Member’s suitability as a Clearing Member;
	(c) engage in any other practice which the Clearing House reasonably considers to be capable of impairing the financial integrity of the Clearing House;
	(d) take any action which in the reasonable opinion of the Clearing House is likely to bring the Clearing House or any of the Clearing Members into disrepute or otherwise damage the reputation of the Clearing House;
	(e) provide to the Clearing House, report or disseminate false, misleading or inaccurate information about a Transaction or Contract;
	(f) breach any terms of a Contract or enter into any Contract intending to default on the same or having no reasonable grounds for believing that it would be possible to avoid such a default; or
	(g) use any of the facilities provided by the Clearing House in contravention of the Rules or other than for the purpose of conducting its business as a Clearing Member.


	3.6 Right to audit
	3.6.1 The Clearing House shall be entitled to conduct audits on each Clearing Member’s compliance with the Clearing Rules. Each Clearing Member shall:
	(a) provide such information, books and records as the Clearing House may, on prior notice, reasonably request; and
	(b) cooperate with the Clearing House in the same way as set out in Rule 9.2.2 for such purposes save that the Clearing Member shall not be required to permit access to its business premises if the Clearing House has not provided reasonable prior notice. 


	3.7 Actions available to the Clearing House
	3.7.1 Notwithstanding any other Rule, in order to protect the integrity of its clearing arrangements or to avoid the introduction of uncertainty, volatility or risk into the financial markets, the Clearing House may, in its absolute discretion, take any of the following actions: 
	(a) require a Clearing Member to increase its capital;
	(b) increase a Clearing Member Collateral Requirement; 
	(c) require a Clearing Member to decrease the size or volume of its Contracts, in which case it shall allow the Clearing Member reasonable time to properly manage its Contracts accordingly;
	(d) prohibit a Clearing Member from entering into any new Contracts; 
	(e) require a Clearing Member to cease to take any action in respect of the Contracts to which it is party save as directed by the Clearing House;
	(f) close out, settle, transfer to or reopen with another Clearing Member or Clearing Members some or all of its Contracts (ensuring that any Contracts recorded in a Client Account remain recorded in a Client Account of the same type) provided, in the case of a transfer or reopening, that such other Clearing Member(s) consent(s);
	(g) transfer any Collateral relating to a Contract which is transferred to or reopened with another Clearing Member or Clearing Members to the relevant Account or Accounts relating to such other Clearing Member or Clearing Members (ensuring that any Collateral relating to Contracts recorded in a Client Account remains recorded in a Client Account of the same type);
	(h) determine the settlement price at which Contracts are to be liquidated;
	(i) suspend a Clearing Member in accordance with Rule 3.9; and
	(j) not perform its obligations under Rule 8.4 if it reasonably believes that doing so would introduce an unacceptable level of risk or volatility to the Clearing System;
	(k) amend the Rules to the extent it reasonably considers necessary in accordance with Rule 2.2.2(d); and/or
	(l) issue such other instructions and impose such other requirements and prohibitions as it considers appropriate to protect the integrity of the Clearing House or avoid the introduction of uncertainty, volatility or risk in the financial markets. 

	3.7.2 Where the Clearing House increases the Collateral Requirement pursuant to Rule 3.7.1, Clearing Members are required to deliver Eligible Cash as Collateral through the arrangements set out in Rule 4.2.2 or, if there is insufficient Eligible Cash within a Clearing Member’s Bank Account to allow the delivery of Eligible Cash in accordance with Rule 4.2.2 to meet the increased Collateral Requirement, the Clearing Member is required to deliver Eligible Cash via CHAPS within one (1) hour of notification of such amount if notification is received during the hours when CHAPS is open and at least one (1) hour prior to CHAPS closing and otherwise, within one (1) hour of the time at which CHAPS first opens after such notification. 
	3.7.3 The Clearing House may take the actions set out in Rule 3.7.1 in respect of any Clearing Member, Clearing Members in any Membership Category or all Clearing Members as it reasonably considers appropriate.

	3.8 Termination of clearing membership
	3.8.1 Without prejudice to Rule 8.8, a Clearing Member may give written notice of its application to terminate its membership or membership of a particular Membership Category of the Clearing House at any time. The Clearing Member agrees that such termination shall become effective on the Membership Termination Date.
	3.8.2 Subject to Rule 8.2.6 and Rule 9.4.16(e), the Clearing House may terminate the membership or membership of a particular Membership Category of the Clearing House of any Clearing Member by providing the Clearing Member with not less than thirty (30) Business Days’ notice in writing. 
	3.8.3 Following the giving of notice by a Clearing Member of its intention to terminate its membership or membership of a particular Membership Category of the Clearing House pursuant to Rule 3.9.1, or receipt of notice of termination of membership or membership of a particular Membership Category of the Clearing House pursuant to Rules 3.8.2, 8.2.6 and 9.4.16(e) and until the relevant Membership Termination Date, the Clearing Member shall, in respect of each Membership Category to be terminated:
	(a) continue to deposit Eligible Assets to meet its Collateral Requirement and its required Contribution to each relevant Guarantee Fund and any Assessments and make all other payments due pursuant to these Rules or any Contracts to which it is party;
	(b) make settlement in respect of, transfer to another Clearing Member or Clearing Members, close out or liquidate any Contracts and follow any directions given by the Clearing House in respect of such Contracts; 
	(c) cooperate in the transfer of any Collateral deposited with the Clearing House relating to a Contract which is transferred to another Clearing Member or Clearing Members to the relevant Account relating to such other Clearing Member or Clearing Members;
	(d) remain subject to claims against its Contribution and make any Assessments pursuant to Rules 7.2 and 8.7; 
	(e) remain subject to the Clearing House’s jurisdiction as set out in Chapter 8 until any actions arising as a result of a Declaration of Default having been served on the Clearing Member have been completed; and 
	(f) take such other actions as the Clearing House deems necessary or appropriate to satisfy or discharge any of its remaining obligations under the Rules.

	3.8.4 Following notice of the termination of a Clearing Member’s membership or membership of a particular Membership Category of the Clearing House, the Clearing House may, at its reasonable discretion and in the interests of risk management, establish, amend or revoke Position Limits for the Clearing Member. The Clearing House will inform the Clearing Members of their Position Limits as soon as reasonably practicable. In the event the Clearing House reduces a Clearing Member’s Position Limits, it shall allow the Clearing Member reasonable time to properly manage its Contracts accordingly. 
	3.8.5 A Clearing Member shall remain subject to the Rules in Chapter 9 with respect to matters that occurred prior to the relevant Membership Termination Date provided that the Clearing House gives written notice of the commencement of an inquiry into such matters to the former Clearing Member within one (1) year of the relevant Membership Termination Date.
	3.8.6 A Clearing Member’s ability to clear a particular type of Transaction may be terminated without affecting the ability of the Clearing Member to clear another type of Transaction within the same Membership Category. In this event and for the purposes of Rules 3.8 and 3.10 only, Rule 3.8.3 and the definition of Membership Termination Date shall be construed as relating only to Contracts relating to the relevant type of Transaction.

	3.9 Suspension 
	3.9.1 A Clearing Member which is suspended may not submit Transactions to the Clearing House for clearing but shall continue to comply with the Rules and take such actions as the Clearing House deems necessary or appropriate.

	3.10 Refund of Collateral, Contribution, Assessments and Optional Payments
	3.10.1 Without prejudice to Rule 8.8, if a Clearing Member or the Clearing House terminates the Clearing Member’s membership of the Clearing House in respect of a Membership Category in accordance with Rule 3.8 or the Clearing House terminates all IRS Contracts pursuant to Rule 8.10, the Clearing House shall return that part of the terminating Clearing Member’s Collateral, Contribution in respect of the relevant Guarantee Fund, Assessments or Optional Payments that:
	(a) has not been applied pursuant to the Rules as at:
	(i) the relevant Membership Termination Date; or
	(ii) as the context requires, the date that the Clearing House certifies as being the date on which all steps under Rule 8.10 have been completed; and

	(b) is not required by the Clearing House pursuant to the Rules.

	3.10.2 The amount calculated pursuant to Rule 3.10.1 shall be returned to the terminating Clearing Member within thirty (30) Business Days of:
	(a) the Membership Termination Date; or
	(b) as the context requires, the date that the Clearing House certifies as being the date on which all steps under Rule 8.10 have been completed.

	3.10.3 All amounts chargeable against a Clearing Member’s Collateral, Contribution, Assessments and Optional Payments on account of Contracts of the relevant Membership Category entered into while it was a Clearing Member shall be deducted from the amount returned.
	3.10.4 A Clearing Member’s entitlement to repayment of its Collateral, Contribution, Assessments or Optional Payments received by the Clearing House or any part of it shall not be capable of assignment or transfer by the Clearing Member or made subject to any Encumbrance that purports to rank in priority over, pari passu with, or subsequent to, the rights of the Clearing House. Any purported Encumbrance that is made by a Clearing Member in respect of Collateral, Contribution, Assessments or Optional Payments shall be null and void.
	3.10.5 Notwithstanding any other provision of the Rules, no Clearing Member shall have any right, title or interest in any Collateral, Contribution, Assessments or Optional Payments that have been transferred to the Clearing House or to its Custodian. A Clearing Member will, subject to the provisions of the Rules (in particular, the Default Rules), only have a right to return of Equivalent Assets. If the Clearing House is expressed to have an obligation (pursuant to this Rule 3.10 or otherwise) to transfer to the Clearing Member an amount of cash or an asset in respect of Collateral, Contribution, Assessments or Optional Payments received by the Clearing House, the Clearing House shall only be obliged to transfer an Equivalent Asset to the Clearing Member’s Bank Account or the account for Eligible Securities or the Allocated Precious Metals Account referred to in Rule 4.2.6. Notwithstanding the foregoing, the Clearing House reserves the right to transfer Eligible Cash in respect of Eligible Securities and Eligible Precious Metals if it is unable, using reasonable endeavours, to locate or obtain Equivalent Securities or Eligible Precious Metals and in any event to value such Eligible Assets as it may reasonably determine in accordance with the Clearing and Settlement Procedure.
	(a) the Clearing Member acts as principal at all times to each Contract;
	(b) the Client has no contractual relationship with the Clearing House (save as set out in any Client Protection Agreement which the Clearing House may have entered into in relation to a Client); and
	(c) the Client shall not have any rights under the Rules, any Contract, the Clearing Membership Agreement or otherwise, save for any liability which by law may not be excluded.

	3A.1.3 Where a Clearing Member accepts any Transactions for a Client:
	(a) it shall provide such information about the Client as the Clearing House may reasonably request to the Clearing House promptly on request by the Clearing House, including an authorised signatory list for each Client.
	(b) it must require each Client to comply with such security obligations as the Clearing House may reasonably request or are otherwise prudent to protect the financial integrity of the Clearing House;
	(c) it must satisfy itself that the acts and omissions of its Clients will not prevent it from complying with the Rules and it must impose the prohibitions set out in Rule 3.5 as amended below on each Client in relation to the Client’s submission of Transactions to the Clearing House and its activities in relation to the clearing of the Contracts that result from such Transactions:
	(i) in Rules 3.5.1(a) and 3.5.1(b), the references to the Clearing Member are references to the Client;
	(ii) Rule 3.5.1(f) is deleted;
	(iii) in Rule 3.5.1(g) the words “or other than for the purpose of conducting its business as a Clearing Member” are deleted; and
	(iv) Rule 3.5.1(g) does not refer to Clients and Third Party Trade Delegates; and

	(d) it must use its reasonable endeavours to procure that each Client cooperates with the Clearing House in the event of any action being taken against the Clearing Member in the same way as set out in Rule 9.2.2 save that the Clearing House shall be required to give reasonable notice to the Client of any such cooperation it requires and, in particular, the Client shall not be required to permit access to its business premises without reasonable notice.
	3A.1.4 The Clearing Member shall ensure that the Clearing House has at all times an accurate, current and complete list of its Clients. If a Clearing Member proposes to begin clearing through the Clearing House on behalf of a Client, or ceases to do so, it shall update its list of Clients by giving notice to the Clearing House on a monthly basis or as requested from time to time by the Clearing House. No cessation of Clearing Services shall affect the Clearing Member’s obligations in respect of Contracts arising prior to the date and time of such cessation.
	3A.1.5 The Clearing House will not have any obligations or liabilities to persons other than the Clearing Member save as explicitly set out in the Rules. The consequences of any Contracts arising, existing or being settled or subject to delivery are the sole responsibility of the Clearing Member.
	3A.1.6  The Clearing Member is responsible for all acts and omissions of each of its Clients and their Representatives in relation to the submission of Transactions to the Clearing House and the clearing of the Contracts resulting from such Transactions to the same extent that it is responsible for the acts and omissions of itself and its Representatives.
	3A.1.7 Where a Clearing Member accepts a Transaction for a Client, the Clearing Member shall require the Client to provide it with collateral with a value not less than the value of the Clearing Member’s Collateral Requirement in respect of such Transaction, which may not necessarily take the same form of such Collateral, or the Clearing Member shall advance credit in respect of the Client of not less than the value of such Collateral.
	3A.1.8 The Clearing Member shall, at the request of the Clearing House, immediately take action to ensure that no further Transactions are cleared on behalf of a Client by reducing its credit limits relating to that Client to zero in the event the Clearing House reasonably believes the Client is in breach of any of the prohibitions referred to in Rule 3A.1.3(c).
	3A.1.9  The Clearing Member represents and warrants that each of its Clients and Third Party Trade Delegates is an eligible counterparty or a professional client as defined by the FCA.
	3A.2 Client Agreement
	3A.2.1 The Clearing Member shall be party to a Client Agreement with each Client for which it holds an Individual Client Account or which is part of an Omnibus Client Account. The Client Agreement shall incorporate provisions with the following effect: 
	(a) Corresponding Transactions shall be transacted pursuant to the terms of the Client Agreement and be segregated (contractually or otherwise) from any other transactions entered into between the Clearing Member and the Client;
	(b) the Client must have the right to terminate all Corresponding Transactions in the event the Clearing House issues a Declaration of Default to a Clearing Member in accordance with the Default Rules;
	(c) if a Corresponding Transaction is terminated due to the Clearing House issuing a Declaration of Default in accordance with the Default Rules, the net replacement value of the Corresponding Transaction shall be;
	(i) where due to the Client, equal or be greater than; or
	(ii) where due from the Client, equal or be less than;

	(d) the Clearing Member shall have the right in the event of an Insolvency Event relating to the Clearing House, to terminate the Corresponding Transaction; and
	(e) that "two way payments" arise in the event of a termination of all Corresponding Transactions, the substantive effect of which is that either a Clearing Member or a Client will be entitled to receive payment under the relevant termination provisions if the net replacement value of all terminated Corresponding Transactions effected under the Client Agreement is in its favour. 
	3A.2.2 If a Contract is transferred to an Adopting Clearing Member in accordance with Rule 8.4.12 or 8.4.13, the Corresponding Transaction entered into by the Client and the Defaulting Clearing Member will also terminate and a new Corresponding Transaction will be entered into between the Client and the Adopting Clearing Member.
	3A.2.3 Any changes made to the terms of a Contract by the Clearing House shall be deemed to be reflected in the Corresponding Transaction.
	3A.2.4 To the extent there is no Client Agreement in full force and effect or there is any deficiency in the Client Agreement, the Clearing Member and the Client will be deemed to have entered into a binding agreement into which the terms set out in Rule 3A.2.1 shall be deemed to have been incorporated.
	3A.2.5 The Clearing Member shall notify the Clearing House in the event that any Client either appoints it as an Adopting Clearing Member or terminates an existing appointment as an Adopting Clearing Member.
	(a) enter into a Client Protection Agreement with the Clearing House and either;
	(i) the Client and return a copy of the Client Protection Agreement to the Clearing House; or
	(ii) the Security Trustee, in which case the Clearing Member shall also enter into a Security Trust Deed with the Security Trustee and return a copy of the Client Protection Agreement and Security Trust Deed to the Clearing House; and

	(b) where the Client is intended to benefit from the Security Trust Deed, enter into a Client Acknowledgement with the Clearing Member and the Client and return a copy of the Client Acknowledgement to the Clearing House: where a Client Protection Agreement has been entered into with the Client, a Client Acknowledgement will be deemed to have been entered into.
	(a) the Transferor Clearing Member consents to such transfer, such consent to be promptly given where there are no conditions to such a transfer or where any conditions to such a transfer set out in the Client Agreement have been satisfied, which the Clearing House shall be entitled to assume provided the Clearing Member does not notify it otherwise within two (2) Business Days of the Clearing House notifying the Clearing Member of the Client’s request;
	(b) the Transferee Clearing Member and the Clearing House consent to the transfer of such Contracts and the transfer would not cause the credit limits or Position Limits applicable to either the Transferee Clearing Member or the Client pursuant to Rules 5.1.7 and 5.1.8 to be exceeded; and
	(c) the Transferor Clearing Member, the Transferee Clearing Member and the Clearing House agree on the Collateral to be transferred in respect of the Contracts unless the Transferor Clearing Member or the Transferee Clearing Member agrees to provide alternative Eligible Assets to the Clearing House as Collateral in respect of the Contracts;
	(d) the Transferor Clearing Member, the Transferee Clearing Member and the Clearing House agree which of the Transferor Clearing Member and the Transferee Clearing Member will be responsible for providing any additional Assets that may be required as Collateral by the Clearing House as a result of the transfer; and 
	(e) the Clearing House has not issued a Declaration of Default in respect of either the Transferor Clearing Member or the Transferee Clearing Member,
	(a) in respect of some but not all of the Contracts and Collateral related to any Client Account; or
	(b) in relation to more than one Transferee Clearing Member
	(a) will not be materially prejudicial to the relevant Client(s) which benefit from such Client Protection Agreement and/or Security Trust Deed;
	(b) is of a formal, minor or technical nature or to correct a manifest or proven error;
	(c) is necessary to cure an ambiguity or inconsistency;
	(d) is necessary to reflect a change in the Rules; or
	(e) is as a result of an Applicable Law.



	CHAPTER 4ACCOUNTS
	Fees
	4.1.1 Each Clearing Member shall pay such fees and charges to the Clearing House as shall be specified by the Clearing House in the Fees and Charges Notice. For Clearing Members who clear Exchange Transactions such fees and charges shall include any fees and charges incurred as a result of such Exchange Transactions. The Clearing House may amend its fees and charges at any time by way of a Notice and shall endeavour, but shall not be obliged, to give prior notice of any amendment.
	4.1.2 The Clearing House shall invoice each Clearing Member on a monthly basis for fees and charges incurred during the preceding month. All such fees and charges shall be reflected as a charge to, and deducted from, any House Account on such date as may be specified by the Clearing House. 
	4.1.3 The Clearing Member shall pay interest to the Clearing House on any due but unpaid amount from the date on which the amount becomes due and payable under the Rules until the date of delivery at such rate per annum as is set out on its Website and in the Fees and Charges Notice, compounded daily.
	4.1.4 All amounts set out in the Rules and elsewhere as being payable to the Clearing House shall be deemed to be exclusive of any value added tax which is chargeable on the supply to which that amount relates. Accordingly, if value added tax is chargeable on any such supply and the corresponding amount, the relevant Clearing Member shall be responsible for paying it in addition to the amount stated as payable.
	4.1.5 All amounts payable to the Clearing House in connection with these Rules and any Contract shall be paid without any deduction or withholding for or on account of tax unless such deduction or withholding is required by Applicable Law, in which case, the amount of the payment due shall be increased to an amount which (after making the deduction or withholding) leaves an amount equal to the payment which would have been due if no deduction or withholding had been required.
	4.1.6 Any stamp duty or stamp duty reserve tax (or any similar tax or duty) arising on, or in connection with, the transfer of Eligible Securities as Collateral, Contribution or Assessments is for the account of the Clearing Member.

	4.2 Accounts
	4.2.1 The Clearing House shall maintain in its books and records a Standard House Account and/or an IRS House Account and, for each Clearing Member which clears Transactions on behalf of Clients, such number and type of Client Accounts as the Clearing Member may request and, if requested, a Non-Segregated Client Account. Any Accounts maintained by the Clearing House are for administrative purposes only and will not affect the Clearing Member’s liability for all accounts opened pursuant to its membership. 
	4.2.2 Each Clearing Member shall maintain a Bank Account with one or more Settlement Banks and procure that each Settlement Bank shall act on the Clearing House’s instructions with respect to such Bank Account in accordance with the Clearing Membership Agreement. Such instructions shall include instructions to debit the Bank Account for any amounts pursuant to the Rules including in respect of fees and charges, Collateral Requirement, Contributions, Assessments, Optional Payments, amounts due pursuant to the Contracts and penalties and instructions to provide information to the Clearing House as to whether the Settlement Bank is able to make such payments in relation to the Bank Account. The Clearing Member must ensure that each Bank Account is credited with adequate Eligible Cash or has appropriate arrangements in place in respect of it to enable the Settlement Bank to debit the Bank Account with such amounts at any time such amounts become due, notwithstanding any arrangements the Clearing Member may have in place with the Settlement Bank in relation to other amounts owing by the Clearing Member or other accounts of the Clearing Member.
	4.2.3 Each Clearing Member who wishes to clear FX Contracts shall maintain an account with an Agent Bank in each currency in which it transacts FX Contracts and shall notify the Clearing House of the details of its accounts at the Agent Bank. Each Clearing Member who wishes to clear FX Contracts which are required to be settled through the CLS System shall also maintain a CLS Account, either directly or through a member of the CLS System, and shall notify the Clearing House of the details of its CLS Account. The Clearing Member shall notify the Clearing House as soon as reasonably practicable, and in any event no later than the third Business Day preceding the next day on which the Clearing Member is due to make a delivery under an FX Contract, of any changes to the details of such account. To the extent a Clearing Member uses a member of the CLS System to access a CLS Account (which may be the same member of the CLS System as used by other Clearing Members) or uses an Agent Bank, failure by such third party or Agent Bank shall be deemed to be a failure by the Clearing Member and any action taken by such third party or Agent Bank shall be treated as being in the control of the Clearing Member. 
	4.2.4 Each Clearing Member shall maintain such other accounts as required by the Clearing House from time to time, and shall ensure that each institution providing such accounts shall act on the Clearing House’s instructions as required by the Rules. To the extent the Clearing Member uses a third party to facilitate settlement, failure by such third party shall be deemed to be a failure by the Clearing Member.
	4.2.5 In order to deposit allocated Gold to meet some or all of its Collateral Requirement, a Clearing Member shall open and maintain one or more Allocated Precious Metals Accounts.
	4.2.6 Each Clearing Member that wishes to substitute Eligible Securities or Eligible Precious Metals for Eligible Cash shall maintain an account which is capable of holding Eligible Securities or Eligible Precious Metals and in respect of which the Clearing Member has authorised the transfer of Eligible Securities to the Custodian or the transfer of Eligible Precious Metals to the Settlement Agent for Precious Metals, on the instructions of the Clearing House.
	4.2.7 The Clearing House may, in its absolute discretion, decline to accept any transfer of Eligible Cash, Eligible Securities or Eligible Precious Metals.
	4.2.8 All amounts payable to the Clearing House shall, unless otherwise agreed by the Clearing House, be payable by electronic transfer from the Clearing Member’s Bank Account at a Settlement Bank. The Clearing Member shall continue to be liable for such amounts unless and until actually received by the Clearing House in unencumbered, fully cleared and fully available funds. 
	4.2.9 Upon notice from the Clearing House that a transfer of funds from the Clearing Member’s Bank Account has not been effected as instructed by the Clearing House, the Clearing Member shall deliver the amount required to the Clearing House on demand.

	4.3 Set off
	4.3.1 The Clearing House may set off any obligation (whether matured or contingent) due to it from a Clearing Member against any obligation (whether matured or contingent) owed by the Clearing House to the Clearing Member, regardless of the place of payment, account, branch or currency of either obligation save that the Clearing House may not set off money credited to any Individual Client Account or Omnibus Client Account against any sum owed to the Clearing House in respect of any other Account.
	4.3.2 If the obligations in relation to Rule 4.3.1 are in different currencies, the Clearing House may convert either obligation at such rate of exchange prevailing at the time of the calculation for the purpose of the set off. The Clearing House shall be entitled to make any necessary adjustments to the Clearing Member’s Accounts resulting from the exercise of its rights of set off.  
	4.3.3 Nothing in this Rule 4.3 will be effective to create a charge or other security interest. The rights of the Clearing House under Rule 4.3.1 and 4.3.2 are without prejudice to and in addition to any rights of set-off, lien, netting, liquidation, combination of accounts or appropriation under the Rules or otherwise.

	4.4 Direct Debit Authority
	4.4.1 Pursuant to Rule 4.2.2, a Clearing Member shall at all times be party to a Direct Debit Authority in respect of each of its Bank Accounts at each Settlement Bank and any other accounts as directed by the Clearing House. The Clearing Member shall ensure that each Settlement Bank will act upon any instructions received from the Clearing House in relation to each Bank Account, notwithstanding that such instructions may result in an overdraft on any Bank Account, without any further reference to or authority from the Clearing Member.  
	4.4.2 A Clearing Member shall provide a copy of each Direct Debit Authority to the Clearing House. The Clearing Member shall promptly notify the Clearing House if the Direct Debit Authority is revoked, terminated or amended. The Clearing Member may not revoke or otherwise terminate any Direct Debit Authority unless and until it has notified the Clearing House of its intention to do so and set up a Bank Account at another Settlement Bank in respect of which it has entered into a Direct Debit Authority with that Settlement Bank.


	CHAPTER 5CLEARING
	Submission of Transactions to the Clearing House
	5.1.1 Transactions may be submitted to the Clearing House by one of the routes set out in the Procedures or the relevant Contract Module. In relation to Exchange Transactions, other than Block Transactions or EFRP Transactions, a reference to the submission of Transactions means the automatic novation of the Exchange Transaction to the Clearing House upon the matching of such Exchange Transaction on the Exchange in accordance with the Exchange Rules.
	5.1.2 Each Transaction must be designated as relating to the relevant Account of the Clearing Member.
	5.1.3 All Exchange Transactions entered into on behalf of a Client that are not designated by reference to a particular Account will be automatically designated as relating to a Standard Omnibus Client Account of the Clearing Member chosen by the Clearing House. The Clearing Member may re-allocate an Exchange Contract that has been recorded in such Account to another Client Account. Such re-allocation should be carried out within the time period set out in the Clearing and Settlement Procedure. Any Exchange Contracts, or related Collateral, which are not re-allocated as relating to another Client Account will remain in the Standard Omnibus Client Account referred to in this Rule 5.1.3.
	5.1.4 The Clearing House may only accept a Transaction:
	(a) which satisfies the relevant Contract Specification; 
	(b) in relation to an OTC Transaction only, which is included in the Clearing House’s product referential file and conforms to the Clearing House’s specified fluctuation rates;
	(c) in respect of which each party is a Clearing Member or authorised by a Clearing Member to submit the Transaction to the Clearing House; and
	(d) which satisfies the Clearing House’s credit checks and does not cause any of the Clearing Member’s Position Limits to be exceeded.

	5.1.5 The Clearing House may decline to accept any Transaction if it:
	(a) conflicts or appears to conflict with information received by the Clearing System from another source;
	(b) is or appears to be incomplete or erroneous in any way or results or appears to result from a communications or information technology error or other problem;
	(c) is a Transaction in respect of which the Clearing Member is, or the Clearing House reasonably considers that the Clearing Member is, in breach of any of the Rules including Rule 3.5;
	(d) is one which any Regulatory Authority or Exchange requires or requests the Clearing House to treat as void or voided; or
	(e) is otherwise made or received in such circumstances or such manner that acceptance of the Contract would, in the Clearing House’s discretion, be inadvisable.

	5.1.6 The Clearing House will, where permitted by Applicable Law, notify the Clearing Member in the event that it exercises its discretion to decline a Transaction.  
	5.1.7 The Clearing House may at any time impose a credit limit on each Clearing Member beyond which the Clearing House will not automatically accept Transactions for clearing in accordance with Rule 5.2.2 and the Clearing House may at any time reduce or increase such credit limit. The Clearing Member may allocate its credit limit among its Accounts as it considers appropriate and shall notify the Clearing House of such allocation and any changes in it through the Clearing System. In the event the Clearing House reduces a Clearing Member’s credit limits, it shall allow the Clearing Member reasonable time to properly manage its Contracts accordingly.
	5.1.8 The Clearing House may, at its discretion, establish, amend or revoke Position Limits for any Clearing Members, and shall give notice to such Clearing Member as soon as reasonably practicable. The Clearing House may enforce Position Limits which an Exchange or Regulatory Authority has imposed on a Clearing Member and of which it has notice. For the avoidance of doubt, the Clearing House shall not amend or revoke any Position Limits set by either an Exchange or Regulatory Authority without receiving an instruction from the relevant Exchange or Regulatory Authority to do so. The Clearing House shall use its reasonable endeavours to notify the Clearing Member as soon as reasonably practicable if the Clearing Member exceeds its Position Limits. In exercising its discretion under this Rule 5.1.8, the Clearing House may take into account such factors as it considers appropriate, including the financial, operational and risk management capacity and competence of the Clearing Member. In the event the Clearing House reduces a Clearing Member’s Position Limits which it has established it shall allow the Clearing Member reasonable time to properly manage its Contracts accordingly. In the event that an Exchange or Regulatory Authority reduces a Clearing Member’s Position Limit, the Clearing Member must ensure that it complies with any such amended Position Limit within the timeframe set by the relevant Exchange or Regulatory Authority. Any Position Limits established by the Clearing House may be in addition to any Position Limits imposed on a Clearing Member by an Exchange or Regulatory Authority.   
	5.1.9 A Clearing Member will be bound by any Contract that results from a Transaction as a result of the acts or omissions of any of its Representatives or Clients or Third Party Trade Delegates regardless of the circumstances including whether the person submitting the Transaction was authorised to do so or whether the Transaction caused the Clearing Member to breach any credit limit or Position Limit or was in breach of any requirements or restrictions of the Rules. 

	5.2 Novation of Transactions
	5.2.1 Each OTC Transaction submitted to the Clearing House which reflects prevailing market price at the time of submission shall be novated upon:
	(a) receipt of the OTC Transaction by the Clearing House;
	(b) successful completion of credit checks on each Clearing Member which is a party to the OTC Transaction (including any credit limits applicable to a person on whose behalf the Clearing Member is acting) or acceptance by each Clearing Member which is a party to the OTC Transaction; and
	(c) registration of the OTC Transaction in the Clearing System.

	5.2.2 Each OTC Transaction submitted to the Clearing House which does not reflect prevailing market price at the time of submission, and each Block Transaction and each EFRP Transaction shall be novated upon:
	(a) receipt of the OTC Transaction, Block Transaction or EFRP Transaction by the Clearing House;
	(b) successful completion of credit checks on each Clearing Member which is, or is acting on behalf of, a party to the OTC Transaction, Block Transaction or EFRP Transaction (including any credit limits applicable to a person on whose behalf the Clearing Member is acting) or acceptance by each Clearing Member which is, or is acting on behalf of, a party to the OTC Transaction, Block Transaction or EFRP Transaction; and
	(c) registration of the OTC Transaction, Block Transaction or EFRP Transaction in the Clearing System, 

	5.2.3 Each Exchange Transaction other than a Block Transaction or EFRP Transaction shall be novated at the time at which orders that create an Exchange Transaction are matched on the Exchange as determined by the Exchange Rules.
	5.2.4 Upon novation as set out in Rules 5.2.1, 5.2.2 and 5.2.3, two Contracts are created on identical terms to the Transaction and:
	(a) the Clearing House shall assume, for one Contract, the position of seller to the buyer and, for the other Contract, the position of buyer to the seller, in each case in respect of the Transaction;
	(b) the Clearing House shall have all the rights and be subject to all the liabilities of each Clearing Member which was, or was deemed to be, party to the Transaction with respect to such Contract; and
	(c) each Clearing Member which has, or is deemed to have, any rights or obligations under the Transaction shall be released and discharged from all such rights and liabilities.

	5.2.5 For the purposes of Rules 5.2.1 and 5.2.2, the Clearing House shall determine in good faith whether any OTC Transaction submitted to the Clearing House reflects prevailing market price at the time of submission. 
	5.2.6 Each Clearing Member shall act as principal (and not as agent) to each Contract to which it is party. The Clearing House will treat each Clearing Member as being fully, legally and beneficially entitled to the rights pursuant to the Contracts and each Contract as being free from Encumbrances in favour of any person other than the Clearing House.
	5.2.7 Each Contract shall remain open and in force and shall continue to be binding on the Clearing Member and the Clearing House until:
	(a) it expires or is settled;
	(b) it is transferred to another Clearing Member; or
	(c) it is closed out or otherwise liquidated,
	whichever is the earliest.  

	5.2.8 The terms of any Contract may only be amended, waived or varied with the prior written consent of the Clearing House. 
	5.2.9 The following general terms shall be deemed to be included in, or apply to, each Contract Specification:
	(a) No Contract shall be required to be in writing (including electronic) nor any document be required to be signed, delivered or executed or other entry made in any record of book in order for it to become binding on the parties. Notwithstanding the foregoing, if at any time, the Clearing House considers it necessary or desirable to better implement or protect the rights and obligations of any party to a Contract, the Clearing Member shall, at its own expense, use all reasonable endeavours to enter into and execute all documents reasonably required to so implement or protect. In such circumstances, each party shall also procure that any necessary third party including a Client or Third Party Trade Delegate shall promptly execute and deliver such documents and perform such acts as may reasonably be required for the purpose of giving full effect to any Contract;
	(b) While the terms of each Contract shall generally be construed and applied in accordance with the contract specification for any equivalent contract cleared by an Affiliate of the Clearing House, the Board of Directors shall be entitled to construe and apply such terms in any other way in which it is reasonable to do so;
	(c) Each of the terms in each Contract Specification is severable and distinct from others. It is intended that every such term shall be and remain valid and enforceable to the fullest extent permitted by law. If any term is or at any time becomes to any extent invalid, illegal or unenforceable for any reason, it shall to that extent be deemed not to form part of the Contract Specification but the validity, legality and enforceability of the remaining terms in the Contract Specification shall not be thereby affected or impaired;
	(d) No waiver of any term of a Contract shall be effective unless the same shall be in writing, and then such waiver shall be effective only in the specific instance, for the purpose for which the same is given, and such waiver shall not operate as a waiver of any future application of such term or part thereof. The waiver of any right, and the failure to exercise any right or to insist on the strict performance of any of the Contract, shall not operate as a waiver or, or preclude any further or other exercise or enforcement of that or any other right;
	(e) No person who is not the Clearing House nor a Clearing Member, including for the avoidance of doubt a Client and a Third Party Trade Delegate, shall have any rights pursuant to the Contracts (Rights of Third Parties) Act 1999 to enforce any provision of the Contract; 
	(f) Each Contract shall be governed by and construed in accordance with the laws of England and Wales; and
	(g) The Clearing House may, in its sole discretion, delay the performance of its obligations under a Contract with a Clearing Member until that Clearing Member has performed its obligations to the Clearing House under that Contract. 


	5.3 Transfer of Contracts
	5.3.1 All rights and liabilities of a Clearing Member (the Transferor Clearing Member) under a Contract recorded in respect of a House Account, which shall include the Collateral relating to such Contract, may be transferred to another Clearing Member (the Transferee Clearing Member) with the prior agreement of the Transferor Clearing Member, the Transferee Clearing Member and the Clearing House. The Clearing House will normally only agree to a transfer if:
	(a) the transfer is being made to correct an error in the clearing of a Contract and the transfer is completed within two (2) Business Days of the date of transfer; 
	(b) the transfer is in connection with, or as a result or a non-recurring transaction pursuant to which the business of one Clearing Member is acquired by, merged with or assumed by the business of another Clearing Member; or
	(c) the Clearing House reasonably considers that the transfer is in the interests of the Clearing House.

	5.3.2 Upon transfer of a Contract pursuant to Rule 5.3.1, the Contract, together with related Collateral, is transferred from the Transferor Clearing Member to the Transferee Clearing Member so that the rights and obligations of the Clearing House and the Transferor Clearing Member under the original Contract are released and discharged and a new Contract on the same terms is created between the Clearing House and the Transferee Clearing Member.

	5.4 Avoidance of Contracts
	5.4.1 The Clearing House shall have the discretion to avoid any Contract if such Contract, whether in whole or in part, is or reasonably appears to the Clearing House to:
	(a) conflict or appear to conflict with information received by the Clearing House in relation to such Contract from another source, including (without limitation) information received from an Exchange, any other Clearing Member or any Regulatory Authority;
	(b) results or appears to result from a communications or information technology error or problem;
	(c) is or appears to be connected with fraud, illegality, insider dealing, market abuse, money laundering or any other breach of Applicable Laws;
	(d) is one which any Regulatory Authority or Exchange requires or requests in writing that the Clearing House treat as void;
	(e) is one which Applicable Law provides is void, voidable or unenforceable by the Clearing House or which any Applicable Law requires the Clearing House to treat as void;
	(f) is one in respect of which the Clearing House has increased the Collateral Requirement and the Clearing Member has not provided the required Collateral to meet the increased Collateral Requirement by the required time; or
	(g) is otherwise made in such circumstances and in such manner that avoidance of the Contact would be advisable for the Clearing House’s own protection or the protection of Clearing Members generally.

	5.4.2 In the circumstances set out in Rule 5.4.1, the Clearing House may, at its discretion, take either or both of the following steps: 
	(a) direct the Clearing Member who was party to the void or voided Contract to enter into a replacement contract of equal or as near equal as possible economic terms to the void or voided Contract as a replacement contract; and/or
	(b) enter into such contracts for its own account as necessary for the Clearing House to achieve a balanced book of the relevant Contract for the account and risk of the Clearing Member, including any associated costs, expenses and losses incurred in establishing such contracts.

	5.4.3 Nothing in this Rule 5.4 is intended to result in any Transaction or the rights or obligations under a Transaction being void or voided by the original parties thereto.

	5.5 Information and reporting
	5.5.1 The Clearing House shall make available to the Clearing Member information about each Transaction it has submitted to the Clearing House and each Contract. The Clearing Member shall report any error in any such information within twenty-four (24) hours of the date of the Contract to which the error relates.
	5.5.2 The Clearing Member shall be permitted to manage the information about each Transaction that is made available to it pursuant to Rule 5.5.1. 


	CHAPTER 6COLLATERAL
	General
	6.1.1 Each Clearing Member shall deposit with the Clearing House in respect of each Account such amounts of Eligible Assets as set out in this Chapter 6 and the Clearing and Settlement Procedure to reflect Margin Requirement and Variation Requirement. 
	6.1.2 The Clearing Member shall designate, by value, in respect of which Account the Collateral is deposited and whether the Collateral constitutes Excess Collateral.
	6.1.3 The Clearing House shall determine the Variation Requirement, where relevant, in respect of each Account by marking to market the Contracts relating to that Account since the previous Settlement Cycle. Any profit arising as a result of marking Contracts to market shall be credited to the relevant Account and, subject to any rights of the Clearing House pursuant to the Rules, shall be paid to the Clearing Member. Any loss arising in respect of a Contract shall be debited to the Clearing Member's Account to which that Contract relates and shall be payable to the Clearing House.
	6.1.4 The Clearing House shall determine the Margin Requirement in respect of each Account. 
	6.1.5 The aggregate of the Collateral Requirement minus the Collateral (if any) deposited in respect of each Account is the Net Settlement Amount in respect of that Account.
	6.1.6 The Clearing House shall determine the Variation Requirement and the Margin Requirement in respect of each Account at least twice daily but may at its discretion only settle or require settlement of the Net Settlement Amount once daily, each such determination process (regardless of whether it involves settlement) being a Settlement Cycle. Notwithstanding the foregoing, the Clearing House reserves the right to run a Settlement Cycle and increase a Clearing Member’s Collateral Requirement in respect of any Account at any time.
	6.1.7 The Margin Requirement and Variation Requirement for each Account will be determined in the manner designated by the Clearing House for such Account from time to time and in accordance with the Risk Management Procedure; provided that when deemed necessary, at the discretion of the Clearing House, in order to protect the interests of the Clearing House and Clearing Members, the Clearing House may set the Margin Requirement and the Variation Requirement for any Account on the basis of a price determined by the Clearing House at its sole discretion provided that the Clearing House shall use its reasonable endeavours to notify Clearing Members of such price.
	6.1.8 Where the Net Settlement Amount is payable to the Clearing House, it shall be provided in the form of Eligible Cash. The Clearing Member may subsequently substitute part or all of such Collateral with an amount of Eligible Securities or Eligible Precious Metals which is of an equivalent value as at the date of the substitution.
	6.1.9 Each Clearing Member may at any time deposit with the Clearing House any additional amount of Collateral as it may wish in respect of each Account. Such Collateral shall be deposited in the form of Eligible Assets or as otherwise specified in the Clearing and Settlement Procedure. 
	6.1.10 If, at any time, the Clearing House has Excess Collateral on deposit in respect of an Account, the Clearing Member may, save as otherwise agreed, request the transfer of Equivalent Assets in an amount equal to such Excess Collateral (or the substitution of Eligible Securities or Eligible Precious Metals of a lower market value to reduce the Excess Collateral).  
	6.1.11 The market value of all Contracts and Collateral shall be determined by the Clearing House in such manner and at such intervals as set out in the Rules, the Clearing and Settlement Procedure and otherwise at the Clearing House’s discretion. In particular, the Clearing Member acknowledges that: 
	(a) the Clearing House may attribute a value to any Eligible Securities or Eligible Precious Metals which is less than the face or market value of such Eligible Securities or Eligible Precious Metals;
	(b) the Clearing House may, from time to time, change the way in which it values Eligible Securities or Eligible Precious Metals or the extent to which the value it attributes to Eligible Securities or Eligible Precious Metals is less than the face or market value of such Eligible Securities or Eligible Precious Metals; and
	(c) this may affect the Clearing Member’s Collateral Requirement.

	6.1.12 When determining whether an IRS Clearing Member has sufficient IRS Collateral to meet its Collateral Requirement, the Clearing House shall not include in its calculation any IRS Collateral deposited by an IRS Clearing Member during an IRS Cooling Off Period pursuant to an election made under Rule 6.1.13.
	6.1.13 If, during an IRS Cooling Off Period, the Clearing House determines that there has been a material change in the business of an IRS Clearing Member which results in an increase (from the beginning of the IRS Cooling Off Period to the date of determination) of 10% (ten per cent.) or more in the aggregate Margin Requirement in respect of that IRS Clearing Member’s IRS Contracts in all its IRS Accounts, then, in addition, to such increased Margin Requirement:
	(a) the Clearing House may (in accordance with Rule 7.2.2) assess that IRS Clearing Member for an amount in excess of the limits set out in Rule 8.7 and such IRS Clearing Member shall provide the required Contribution to the IRS Guarantee Fund; and 
	(b) the IRS Clearing Member may satisfy its obligations under Rule 6.1.13(a) by delivering Eligible Assets as Collateral to the Clearing House on the following terms:
	(i) during the IRS Cooling Off Period, such Eligible Assets shall be treated for all purposes as Collateral (not Contribution) of the IRS Clearing Member except that it shall not satisfy any Collateral Requirement but it shall satisfy the requirement to provide Contribution under Rule 6.1.13(a) and calculations of IRS Assessments shall be made accordingly; and
	(ii) on the first Business Day following the IRS Cooling Off Period, the Clearing House shall recalculate the IRS Guarantee Fund and transfer to the IRS Guarantee Fund the relevant amount of Eligible Assets provided as IRS Collateral pursuant to Rule 6.1.13(b)(i) as needed to satisfy the Clearing Member’s revised Contribution and such transferred amount shall thereafter form part of and be treated for all purposes as a Contribution to the IRS Guarantee Fund. Any amount of Eligible Assets provided as IRS Collateral pursuant to Rule 6.1.13(b)(i) in excess of the Clearing Member’s revised Contribution shall be returned to the Clearing Member at its request and will otherwise be used to satisfy the Clearing Member’s Collateral Requirement.


	6.1.14 To the extent a Clearing Member fails to make a payment or delivery in respect of an Account in accordance with the Rules, the Clearing House may in its discretion apply the Margin Requirement which relates to the corresponding Account to satisfy such payment or delivery. 
	6.1.15 To the extent a Clearing Member fails to make a payment or delivery in respect of an Account in accordance with the Rules, the Clearing House may in its discretion apply the Margin Requirement which relates to the corresponding Account to satisfy such payment or delivery.

	6.2 Collateral reports
	6.2.1 The Clearing House shall make available to each Clearing Member a report showing the Collateral Value, Margin Requirement, Variation Requirement and Net Settlement Amount in respect of each of the Clearing Member’s Accounts at the end of each Business Day. 
	6.2.2 The Clearing Member shall report any error in any report made available by the Clearing House within twenty-four (24) hours of the time when the report is provided by the Clearing House, and the Clearing House may correct its reports and make any adjustment to the Net Settlement Amount for the relevant Account on the following Business Day. 

	6.3 Holding of Collateral 
	6.3.1 Unless otherwise agreed in writing with the Clearing House, the Clearing Member shall provide Collateral by way of outright transfer of full ownership of Eligible Cash or title to Eligible Securities or Eligible Precious Metals, to or to the order of the Clearing House. 
	6.3.2 The Clearing House shall deposit Eligible Cash received as Collateral in a bank account and it may be invested through an Investment Agent. The Clearing House shall deposit Eligible Securities received as Collateral with its Custodian. The Clearing House shall deposit Eligible Precious Metals received as Collateral with its Settlement Agent for Precious Metals. Such Eligible Assets will be held in the name of the Clearing House unless the Clearing House determines otherwise.
	6.3.3 Subject to Rule 6.3.2, the Investment Agent, the Custodian or the Settlement Agent for Precious Metals (as applicable) may hold Eligible Assets received as Collateral in respect of all the Clearing Members’:
	(a) House Accounts in one commingled account;
	(b) Non-Segregated Client Accounts in one commingled account; 
	(c) in respect of Eligible Securities and Eligible Precious Metals, Individual Client Accounts in one commingled account; 
	(d) in respect of Eligible Securities or Eligible Precious Metals, IRS Omnibus Client Accounts in one commingled account and Standard Omnibus Client Accounts in one commingled account; or
	(e) in respect of Eligible Cash, Individual Client Accounts and Omnibus Client Accounts in one commingled account or Individual Client Accounts in commingled account and Omnibus Client Accounts in one commingled account.

	6.3.4 The Clearing House will maintain records of its redelivery obligations in respect of Collateral received from the Clearing Member. 
	6.3.5 All rights, title and interest in:
	(a) Eligible Assets that are transferred to or to the order of the Clearing House as Collateral; and
	(b) an Equivalent Asset that is transferred to the Clearing Member;

	6.3.6 The Clearing House shall have the right to deal with any Eligible Assets and Distributions in any manner including (without limitation) by partially or wholly investing Eligible Cash for its own account pursuant to the investment policy adopted by the Clearing House. Any losses incurred by the Clearing House as a direct result of any investment made by the Investment Agent pursuant to the investment policy of the Clearing House shall be borne by the Clearing House.
	6.3.7 The Clearing House shall:
	(a) transfer to the Clearing Member an Equivalent Distribution in respect of each Distribution irrevocably received by the Clearing House; and
	(b) transfer to the Clearing Member interest on Eligible Cash transferred to the Clearing House as Collateral at such rate as the Clearing House shall in its discretion determine from time to time.

	6.3.8 Nothing in these Rules is intended to or does create an Encumbrance or give the Clearing Member a proprietary interest in respect of any Eligible Assets or Distribution.
	6.3.9 On each day that either the Clearing Member or the Clearing House as the case may be (the Transferor), transfers an asset to the other (the Recipient) under the Rules, the Transferor represents to the Recipient that it is the sole legal and beneficial owner of that asset free of any Encumbrance (other than a lien routinely imposed on all securities in a relevant settlement system or central securities depository, not being the Clearing House).
	6.3.10 The provisions of this Rule 6.3:
	(a) create a title transfer financial collateral arrangement under the Financial Collateral Arrangements (No. 2) Regulations 2003 (SI 2003/3226); and
	(b) relate to the provision of margin in relation to market contracts under Part VII of the Companies Act 1989.



	CHAPTER 7GUARANTEE FUND
	General 
	7.1.1 The Clearing House shall maintain a Standard Guarantee Fund to which each Standard Clearing Member shall contribute as provided in this Chapter 7 and the Guarantee Fund Procedure. 
	7.1.2 The use of the Standard Guarantee Fund shall be limited to the satisfaction of claims against, or obligations of, the Clearing House arising from the issuance of a Declaration of Default in respect of a Standard Clearing Member including the costs associated with the application of the Default Rules in relation to such Defaulting Standard Clearing Member. The Contributions to the Standard Guarantee Fund of non-defaulting Standard Clearing Members shall not be used to satisfy any claims against, or obligations of, the Clearing House arising in relation to IRS Contracts.  
	7.1.3 The Clearing House shall maintain an IRS Guarantee Fund to which it and each IRS Clearing Member shall contribute as provided in this Chapter 7 and the Guarantee Fund Procedure.
	7.1.4 The use of the IRS Guarantee Fund shall be limited to the satisfaction of claims against, or obligations of, the Clearing House arising from the issuance of an IRS Declaration of Default including the costs associated with the application of the Default Rules in relation to such Defaulting IRS Clearing Member. The Contributions to the IRS Guarantee Fund of non-defaulting IRS Clearing Members shall not be used to satisfy any claims against, or obligations of, the Clearing House arising in relation to Standard Contracts.
	7.1.5 If there is any dispute, the Clearing House shall allocate obligations and claims between the Guarantee Funds in its discretion.

	7.2 Calculation of Contributions
	7.2.1 Each Standard Clearing Member shall be required to provide to, and maintain with, the Clearing House a Contribution to the Standard Guarantee Fund of such amount as is notified to the Clearing Member from time to time. The Guarantee Fund Procedure contains an explanation of the calculation of the Standard Guarantee Fund. 
	7.2.2 Each IRS Clearing Member shall be required to provide to, and maintain with, the Clearing House a Contribution to the IRS Guarantee Fund of such amount notified to the IRS Clearing Member from time to time. The Guarantee Fund Procedure contains an explanation of the calculation of the IRS Guarantee Fund.
	7.2.3 Each Standard Clearing Member’s Contribution shall be re-assessed at the end of each calendar quarter or more frequently if the Clearing House so determines (including after each Standard Cooling Off Period). The Standard Clearing Member’s Contribution shall be re-assessed at the above intervals throughout a Standard Cooling-Off Period but, without prejudice to Rule 8.7, the Standard Clearing Member shall not be required to make any Contribution during this period. The Clearing House shall notify the Standard Clearing Member of any change in the amount of the Contribution to the Standard Guarantee Fund which the Standard Clearing Member is required to make.
	7.2.4 Each IRS Clearing Member’s Contribution shall be re-assessed at the end of each calendar month or more frequently if the Clearing House so determines (including after each IRS Cooling Off Period with respect to the IRS Guarantee Fund). The IRS Clearing Member’s Contribution shall be re-assessed at the above intervals throughout an IRS Cooling-Off Period but, save as set out in Rule 6.1.13 and without prejudice to Rule 8.7. the IRS Clearing Member shall not be required to make any Contribution during this period. The Clearing House shall notify the IRS Clearing Member of any change in the amount of the Contribution to the IRS Guarantee Fund which the IRS Clearing Member is required to make. 
	7.2.5 The Clearing Member shall provide any additional Contribution to the Clearing House before 15:00 on the next Banking Day following the date on which the Clearing House makes such notification pursuant to Rules 7.2.3 and 7.2.4 and agrees that the Clearing House may debit any such additional Contribution from the Clearing Member’s Bank Account in accordance with Rule 4.2.2.
	7.2.6 If, following a re-assessment of a Clearing Member’s Contribution to a Guarantee Fund, the Contribution such Clearing Member has already made to a Guarantee Fund is greater than the Contribution the Clearing House requires, the Clearing Member may request the Clearing House to return excess Eligible Cash and may make arrangements with the Clearing House to substitute Eligible Securities of a lower market value.

	7.3 Form of Contributions, Assessments and Optional Payments
	7.3.1 Unless otherwise agreed in advance with the Clearing House, the required Contribution to a Guarantee Fund, any required Assessment and any Optional Payment shall be provided in the form of Eligible Cash. The Clearing Member may subsequently substitute part or all of a Contribution with an amount of Eligible Securities which is of an equivalent value as at the date of substitution. 
	(a) the Clearing House may attribute a value to any Eligible Securities which is less than their face or market value;
	(b) the Clearing House may, from time to time, change the way in which it values Eligible Securities or the extent to which the value it attributes to Eligible Securities is less than their face or market value; and
	(c) this may affect the Clearing Member's obligations to transfer amounts of Eligible Assets as Contributions. 


	7.4 Holding of Contributions, Assessments and Optional Payments
	7.4.1 The Clearing Member shall provide Contributions, Assessments and Optional Payments to the Clearing House by way of outright transfer of full ownership of such cash or title to such securities, as appropriate, to or to the order of the Clearing House.
	7.4.2 Rules 6.3.5 to 6.3.10(a) shall apply to Contributions, Assessments and Optional Payments provided to the Clearing House in the same way as such Rules apply to Collateral.

	7.5 Recourse to a Guarantee Fund 
	7.5.1 If, after the Clearing House has applied in accordance with Rule 7.1.2 part or all of the Contribution of a non-defaulting Standard Clearing Member to discharge some or all of the Defaulting Standard Clearing Member’s liabilities in relation to Standard Contracts, the Clearing House makes a recovery in respect of those liabilities, the amount of such recovery (net of any deductions made at the discretion of the Clearing House to reflect its costs of recovery and any related tax liability) shall be credited to the non-defaulting Standard Clearing Members whose Contributions were applied in relation to such Defaulting Standard Clearing Member in proportion to (but not exceeding) the amounts so applied from the Standard Guarantee Fund, whether or not they are still Standard Clearing Members.
	7.5.2 If, after the Clearing House has applied in accordance with Rule 7.1.4 part or all of the Contribution of a non-defaulting IRS Clearing Member to discharge some or all of the Defaulting IRS Clearing Member’s liabilities in relation to IRS Contracts, the Clearing House makes a recovery in respect of those liabilities, the amount of such recovery (net of any deductions made at the discretion of the Clearing House to reflect its costs of recovery and any related tax liability) shall be credited to the non-defaulting IRS Clearing Members whose Contributions were applied in relation to such Defaulting IRS Clearing Member in proportion to (but not exceeding) the amounts so applied from the IRS Guarantee Fund, whether or not they are still IRS Clearing Members. 
	7.5.3 If there is any dispute, the Clearing House shall allocate liabilities and Contributions between the Guarantee Funds in its discretion.


	CHAPTER 8DEFAULT
	Application of the Default Rules
	8.1.1 The Clearing House may take the actions set out in the remainder of these Default Rules in respect of a Clearing Member in the event of any of the following circumstances (each an Event of Default):
	(a) the Clearing Member fails to discharge any obligation to the Clearing House, whether under the Clearing Membership Agreement, the Rules or any Contract or otherwise;
	(b) the Clearing Member notifies the Clearing House that it is, or is likely to be, unable to discharge any obligation to the Clearing House, whether under the Clearing Membership Agreement, the Rules or any Contract or otherwise; or
	(c) the Clearing House believes that a Clearing Member is, or is likely to be, unable to discharge any obligation to the Clearing House, whether under the Clearing Membership Agreement, the Rules or any Contract or otherwise.

	8.1.2 Without prejudice to the generality of Rule 8.1.1, the Clearing House may take into account any or all of the following events in determining whether an Event of Default has occurred:
	(a) the Clearing Member or any of its Affiliates is subject to an Insolvency Event; or
	(b) the Clearing House reasonably considers that the financial condition of the Clearing Member or any of its Affiliates is such that to allow the Clearing Member to continue its operation as such would introduce an unacceptable level of risk to the Clearing House or its Clearing Members.

	8.1.3 The CEO, or any other executive director of the Clearing House whom the CEO has authorised for the purpose, has absolute discretion to determine whether an Event of Default exists and, if such a determination is made, whether to take the actions set out in the remainder of the Default Rules.  The CEO or such other executive director may consult the Emergency Committee for both purposes. The composition of the Emergency Committee shall be determined by the Clearing House from time to time.

	8.2 Actions on a Declaration of Default
	8.2.1 If, being satisfied that an Event of Default has occurred, the CEO or other executive director decides to take the actions set out in the remainder of the Default Rules, the Clearing House shall:
	(a) notify such decision in writing to the Defaulting Clearing Member (a Declaration of Default);
	(b) provide a copy of the Declaration of Default to the Bank of England; and
	(c) publish a Notice of the Declaration of Default on the Website.

	8.2.2 A Declaration of Default will be given by the Clearing House by:
	(a) email to the email address provided by the Defaulting Clearing Member for service of notices under the Clearing Membership Agreement or the email address of any member of the board of directors or any other person specified by the Bank of England and the Declaration of Default will be deemed to be issued on receipt by the Clearing House of an automated delivery receipt or confirmation of receipt from the relevant server if given by email;
	(b) fax to the fax number provided by the Defaulting Clearing Member for service of notices under the Clearing Membership Agreement and the Declaration of Default will be deemed to be issued on a confirmed completion of transmission if given by fax; or
	(c) publication of a Notice on the Website.

	8.2.3 Upon the Clearing House issuing a Declaration of Default, the Defaulting Clearing Member shall:
	(a) subject to Rule 8.2.3(c), cease to take any action in respect of its Contracts;
	(b) subject to Rule 8.2.3(c), not enter into any new Contracts; and
	(c) comply with directions of the Clearing House.

	8.2.4 Upon the Clearing House issuing a Declaration of Default, each non-defaulting Clearing Member shall work cooperatively with the Clearing House, the Risk Committee or the IRS Risk Committee (as applicable) and, if an IRS Clearing Member, the IRS Default Management Committee. In particular, each non-defaulting Clearing Member shall:
	(a) if an IRS Clearing Member, cooperate in convening the IRS Default Management Committee and, if applicable, the IRS Active Default Committee, in accordance with its terms of reference and the IRS Default Management Guidelines including, if applicable, by procuring that any individual referred to in Rule 3.2.1(o) that is a member of the IRS Active Default Committee performs his or her role as such; 
	(b) if requested, provide commercially reasonable bids for Contracts hedging Affected Contracts, in the case of an IRS Clearing Member, in accordance with the IRS Default Management Guidelines;
	(c) participate in any auction of the Defaulting Clearing Member’s open positions under any Affected Contracts, in the case of an IRS Clearing Member, in accordance with the IRS Default Management Guidelines; 
	(d) not enter into any new Transactions with the Defaulting Clearing Member save to the extent directed by the Clearing House; and
	(e) comply with any reasonable directions of the Clearing House.

	8.2.5 Upon the Clearing House issuing an IRS Declaration of Default, an IRS Active Default Committee shall be convened, as appropriate.
	8.2.6 Upon the Clearing House issuing a Declaration of Default or at any time afterwards, the Clearing House may terminate the Defaulting Clearing Member’s membership of the Clearing House by giving written notice to the Defaulting Clearing Member. The Defaulting Clearing Member shall remain subject to Rules 3.8.3 and 3.8.5.
	8.2.7 Upon or shortly after the Clearing House issuing a Declaration of Default, it shall specify on the Website the timetable according to which it expects to be able to take the actions set out in Rules 8.4 and 8.5.
	8.2.8 The Default Management Guidelines are incorporated by reference into this Chapter 8 and the Clearing House shall act in accordance with them in relation to IRS Contracts including where it enters into hedging transactions or auctions Affected Contracts pursuant to Rule 8.5.2.  

	8.3 Segregation between House Account and each Client Account when applying the Default Rules
	8.3.1 A separate Portable Net Sum shall be calculated in accordance with Rule 8.4 in respect of Affected Contracts which relate to each of the Defaulting Clearing Member’s Individual Client Accounts and each Notional Sub-Account within each of its Omnibus Client Accounts and related rights and liabilities.
	8.3.2 A separate Single Net Sum shall be calculated in accordance with Rule 8.5 in respect of:
	(a) Affected Contracts which relate to each of the Defaulting Clearing Member’s House Accounts and related rights and liabilities; and
	(b) if required under Rules 8.4.2 or 8.4.10, Affected Contracts which relate to each of the Defaulting Clearing Member’s Individual Client Accounts or Notional Sub-Accounts and related rights and liabilities.

	8.3.3 A separate Collect, Pay, Allocated Standard Pay or Allocated IRS Pay shall be calculated in accordance with Rules 8.6.3 and 8.10, as applicable, in respect of the Contracts which relate to each Account and each Notional Sub-Account of a relevant Clearing Member and the related rights and liabilities in each case.
	8.3.4 To the extent that the Clearing House applies or includes an amount as part of the calculations of each Portable Net Sum and Single Net Sum pursuant to Rules 8.4 or 8.5:  
	(a) Standard Collateral credited to the Standard House Account of the Defaulting Standard Clearing Member may be applied against or included as part of the calculation of Single Net Sums in respect of the following Accounts of the Defaulting Standard Clearing Member in the following order to the extent that there is sufficient surplus Collateral after completion of each step:
	(i) the Standard House Account;
	(ii) each Standard Individual Client Account and Standard Omnibus Client Account; and
	(iii) each IRS Individual Client Account and IRS Omnibus Client Account;

	(b) IRS Collateral credited to the IRS House Account of the Defaulting Clearing Member may be applied against or included as part of the calculation of Single Net Sums in respect of the following Accounts of the Defaulting IRS Clearing Member in the following order to the extent that there is sufficient surplus Collateral after completion of each step:
	(i) the IRS House Account;
	(ii) each IRS Individual Client Account and IRS Omnibus Client Account; and
	(iii) each Standard Individual Client Account and Standard Omnibus Client Account;

	(c) Collateral credited to each Individual Client Account of the Defaulting Clearing Member may only be applied against or included as part of the calculation of the Single Net Sum or Portable Net Sum, as the case may be, in respect of Contracts credited to that Individual Client Account of that Defaulting Clearing Member; 
	(d) Collateral, excluding Excess Collateral, credited to each Notional Sub-Account of the Defaulting Clearing Member may only be applied against or included as a part of the Single Net Sum or Portable Net Sum, as the case may be, in respect of Contracts credited to that Notional Sub-Account of that Defaulting Clearing Member or as contemplated in Rule 8.4.6(b), 8.4.7(b), 8.5.5(b) and 8.5.6(b); and
	(e) Excess Collateral credited to an Omnibus Client Account may be included as part of the calculation of a Single Net Sum or a Portable Net Sum in accordance with Rules 8.4.6(b), 8.4.7(b), 8.5.5(b) and 8.5.6(b).

	8.3.5 For the purposes of Rules 8.4.6, 8.4.7, 8.5.5 and 8.5.6, the Collateral credited to each:
	(a) Standard Individual Client Account is a proportion (determined by the Clearing House in accordance with the Rules and the Procedures) of the Collateral provided by the Clearing Member in respect of all its Standard Individual Client Accounts.
	(b) Standard Notional Sub-Account in a Standard Omnibus Client Account is a proportion (determined by the Clearing House in accordance with the Rules and Procedures) of the Collateral provided by the Clearing Member in respect of all its Standard Omnibus Accounts.
	(c) IRS Individual Client Account is a proportion (determined by the Clearing House in accordance with the Rules and the Procedures) of the Collateral provided by the Clearing Member in respect of all its IRS Individual Client Accounts.
	(d) IRS Notional Sub-Account in an IRS Omnibus Client Account is a proportion (determined by the Clearing House in accordance with the Rules and the Procedures) of the Collateral provided by the Clearing Member in respect of all its IRS Omnibus Client Accounts.

	8.3.6 Notwithstanding any law, regulation (including, without limitation, the Insolvency Rules 1986) or otherwise, when calculating each Portable Net Sum and Single Net Sum and any other amount under these Rules:
	(a) a liability of the Clearing House to a Clearing Member may only be set off against or netted with a liability of such Clearing Member to the Clearing House in accordance with these Rules, the relevant Clearing Membership Agreement and as otherwise agreed by the Clearing House and the Clearing Member; and
	(b) a liability of a Clearing Member to the Clearing House under or in connection with an Individual Client Account or an Omnibus Client Account (and any related Contract and Collateral) may only be set off against or netted with a liability of the Clearing House to a Clearing Member under or in connection with the same Account or the House Account, save that costs and expenses arising from actions taken under Rule 8.5.2 may be included in the rights and liabilities calculated with respect to each Client Account pursuant to Rule 8.5.2.

	8.3.7 For the purposes of Rules 8.5.5 or 8.5.6, the Clearing House may, in its reasonable discretion, determine the proportion of:
	(a) the Standard Guarantee Fund in relation to Standard Contracts; 
	(b) the IRS Guarantee Fund in relation to IRS Contracts; and
	(c) the Single Net Sum relating to each House Account of the Defaulting Clearing Member,

	8.3.8 To the extent any amounts are due from the Defaulting Clearing Member, they shall be aggregated separately with respect to fees, costs and expenses arising in connection with Standard Contracts and fees, costs and expenses arising in connection with IRS Contracts and:
	(a) the resulting sum(s) shall be set off against the Defaulting Clearing Member’s Collateral credited to the relevant House Account of the Defaulting Clearing Member and its Contribution to the relevant Guarantee Fund; and
	(b) to the extent any amount remains outstanding following completion of Rule 8.3.8(a), the relevant assets set out in Rule 8.6 shall be applied in the order set out in such Rule to satisfy the outstanding amount.

	8.3.9 If the Clearing House issues a Declaration of Default in respect of a Clearing Member, the Clearing House shall not use Excess Collateral received by the Clearing House in respect of an Omnibus Client Account save as set out in Rules 8.4.6(b), 8.4.7(b), 8.5.5(b) and 8.5.6(b) and the Clearing House shall return to the Defaulting Clearing Member or the relevant office holder Equivalent Assets to any Excess Collateral not so used.
	8.3.10 For the purposes of Rules 8.4.6, 8.4.7, 8.5.5 and 8.5.6 the Clearing House may:
	(a) liquidate Collateral and Contributions in the form of Eligible Securities; and
	(b) convert amounts denominated in one currency into another currency,

	8.3.11 Without prejudice to Rule 8.3.10, the Clearing House may determine the value of any Excess Collateral delivered to it with respect to any Individual Client Account as being equal to the value attributable to such Excess Collateral as at the immediately preceding Settlement Cycle. As a result of any such valuation of Excess Collateral, the value of Collateral which is not Excess Collateral may be adversely affected.

	8.4 Porting of Individual Client and Omnibus Client Accounts
	8.4.1 This Rule 8.4 applies in respect of each Individual Client Account and each Notional Sub-Account within each Omnibus Client Account of a Defaulting Clearing Member and the related Affected Contracts and Collateral if, subject to Rule 8.4.2, in relation to such Account:
	(a) the Clearing House is satisfied: 
	(i) that a Client Agreement, a Client Protection Agreement and a Client Acknowledgement is in full force and effect at the date of the proposed actions under this Rule 8.4; and
	(ii) it is under no obligation which would require the payment under the Client Protection Agreement and/or the Security Trust Deed to be returned to a third party;

	(b) the Clearing House has the information, which may be that provided in accordance with Rule 3A.5, it requires to make the calculations set out in this Rule 8.4 and is satisfied as to its accuracy;
	(c) an Adopting Clearing Member which is not a Defaulting Clearing Member agrees to accept all relevant Contracts and related Collateral and doing so will not cause the credit limits applicable to either the Adopting Clearing Member or the Client pursuant to Rule 5.1.7 to be exceeded;
	(d) the relevant Client has requested that the Clearing House takes the steps in Rules 8.4.12 or 8.4.13; and 
	(e) the Clearing House is satisfied that sufficient additional Eligible Assets have been or (on or before the recording of the Portable Net Sum under Rule 8.4.13(a)) will be provided to it as Collateral by the relevant Adopting Clearing Member in accordance with the Rules,

	8.4.2 If any of the conditions set out in Rule 8.4.1 are not satisfied in relation to any Individual Client Account or Notional Sub-Account, or if the Clearing House reasonably believes that taking any of the actions in this Rule 8.4 in relation to any Individual Client Account or Notional Sub-Account would introduce an unacceptable level of risk or volatility to the Clearing System, then Rule 8.5 shall apply to that Individual Client Account or Notional Sub-Account. Clearing Members should be aware that it may be significantly more difficult for the Clearing House to take the actions set out in this Rule 8.4.2 in relation to Exchange Contracts recorded in relation to a Standard Omnibus Client Account and Standard Contracts, including those recorded in relation to a Standard Omnibus Client Account of the type referred to in paragraph 2.12 of the Risk Management Procedure.
	8.4.3 Following the issuance by the Clearing House of a Declaration of Default, the Clearing House shall, subject to Rule 8.3 and separately in relation to each Individual Client Account and each Notional Sub-Account, seek to discharge all of the Defaulting Clearing Member’s rights and liabilities under the relevant Affected Contracts by closing out, settling, terminating and/or offsetting all such Affected Contracts and aggregating any obligations for the payment of money, whether present or future, actual or contingent, in respect of such Affected Contracts and the Rules and set off the aggregated amounts against each other so as to produce a single net sum (the Portable Contract Net Sum) in relation to each such Individual Client Account or Notional Sub-Account, determined as of the date on which the Clearing House intends to re-establish the Affected Contracts and on such terms as the Clearing House shall determine.   
	8.4.4 The rights and liabilities of the Defaulting Clearing Member shall include all those arising in consequence of any action taken by the Clearing House under Rule 8.4.3.
	8.4.5 If the Portable Contract Net Sum in relation to an Individual Client Account or a Notional Sub-Account is due from the Defaulting Clearing Member, then it is the IRS Portable Interim Liability or the Standard Portable Interim Liability, as the case may be (expressed as a negative sum). If the Portable Contract Net Sum is due to the Defaulting Clearing Member, then it is the IRS Portable Interim Asset or the Standard Portable Interim Asset, as the case may be (expressed as a positive sum). 
	8.4.6 The following steps shall be taken with respect to each Standard Individual Client Account and Standard Notional Sub Account of the Defaulting Standard Clearing Member: 
	(a) the Standard Collateral relating to the relevant Standard Individual Client Account or Standard Notional Sub-Account shall be set off against the relevant Standard Portable Interim Liability or aggregated with the relevant Standard Portable Interim Asset; and
	(b) in relation to a Standard Notional Sub-Account, in the absolute discretion of the Clearing House, any negative sum produced under Rule 8.4.6(a) relating to that Standard Notional Sub-Account may be set off against:
	(i) any Excess Collateral relating to the Omnibus Client Account of which that Standard Notional Sub-Account forms part; and 
	(ii) any positive sum produced under Rule 8.4.6(a) relating to any other Standard Notional Sub-Account in the same Standard Omnibus Client Account,


	8.4.7 The following steps shall be taken with respect to each IRS Individual Client Account and each IRS Notional Sub-Account of the Defaulting IRS Clearing Member: 
	(a) the IRS Collateral relating to the relevant IRS Individual Client Account or IRS Notional Sub-Account shall be set off against the relevant IRS Portable Interim Liability or aggregated with the relevant IRS Portable Interim Asset; and
	(b) in relation to an IRS Notional Sub-Account, in the absolute discretion of the Clearing House, any negative sum produced under Rule 8.4.7(a) relating to that IRS Notional Sub-Account may be set off against:
	(i) any Excess Collateral relating to the Omnibus Client Account of which that IRS Notional Sub-Account forms part; and
	(ii) any positive sum produced under Rule 8.4.7(a) relating to any other IRS Notional Sub-Account in the same IRS Omnibus Client Account,


	8.4.8 The Clearing House will exercise its discretion in Rules 8.4.6 and 8.4.7 in such a way as to seek to achieve a fair and equitable allocation of any Excess Collateral and any positive or negative sums, as applicable, relating to an Omnibus Client Account.
	8.4.9 In this Rule 8.4, a reference to closing out, settling, terminating, offsetting, aggregating or any other action includes the Clearing House calculating the rights and obligations of the Clearing House in relation to any relevant Clearing Member or Client as if the Clearing House had taken such action.
	8.4.10 If, after the calculation of the Portable Net Sum, any of the conditions set out in Rule 8.4.1 are no longer satisfied in relation to any Individual Client Account or Notional Sub-Account, the Clearing House shall not undertake the steps in Rules 8.4.11 to 8.4.13 and shall instead follow the provisions set out in Rule 8.5 with respect to that Individual Client Account or Notional Sub-Account. In such case, any action taken pursuant to this Rule 8.4 shall be deemed not have been taken.
	8.4.11 The Clearing House shall, if required, in relation to each Individual Client Account and each Notional Sub-Account in respect of which the Clearing House calculates a Portable Net Sum and all of the conditions set out in Rule 8.4.1 are satisfied, certify the Portable Contract Net Sum and the Portable Net Sum to:
	(a) the relevant office holder acting in relation to the Defaulting Clearing Member; and
	(b) the Clearing House’s Regulatory Authority.

	8.4.12 If the Portable Net Sum in relation to an Individual Client Account or Notional Sub-Account is due to the Defaulting Clearing Member, then the Clearing House shall in relation to such Individual Client Account or Notional Sub-Account:
	(a) debit an amount equal to the Portable Net Sum from the Defaulting Clearing Member’s relevant Client Account and credit an equivalent amount in the Adopting Clearing Member’s relevant Client Account relating to that Client; and
	(b) on the same day, replace such Portable Net Sum with Contracts and Collateral in the Adopting Clearing Member’s relevant Client Account which differ from the Affected Contracts and Collateral which had been credited to the Defaulting Clearing Member only to the extent that the Adopting Clearing Member shall be the counterparty of the Clearing House in place of the Defaulting Clearing Member and to reflect an adjustment which has been made in accordance with Rules 8.4.6 and 8.4.7 to the Collateral that had been credited to the Defaulting Clearing Member’s Client Account.

	8.4.13 If the Portable Net Sum in relation to an Individual Client Account or a Notional Sub-Account is zero or is due from the Defaulting Clearing Member, then the Clearing House shall in relation to such Individual Client Account or Notional Sub-Account:
	(a) credit an amount equal to the Portable Net Sum to the Defaulting Clearing Member’s relevant Client Account and debit an equivalent amount in the Adopting Clearing Member’s relevant Client Account relating to that Client; and
	(b) on the same day, replace such Portable Net Sum with Contracts and Collateral in the Adopting Clearing Member’s relevant Client Account which differ from the Affected Contracts and Collateral which had been credited to the Defaulting Clearing Member only to the extent that the Adopting Clearing Member shall be the counterparty of the Clearing House in place of the Defaulting Clearing Member and to reflect an adjustment which has been made in accordance with Rules 8.4.6 and 8.4.7 to the Collateral that had been credited to the Defaulting Clearing Member’s Client Account.

	8.4.14 The Defaulting Clearing Member consents to the steps in this Rule 8.4. The Adopting Clearing Member will have the rights and be bound by the obligations of the Contracts and Collateral described in Rules 8.4.12 and 8.4.13, as the case may be. If the Portable Net Sum in relation to an Individual Client Account or a Notional Sub-Account is due from the Defaulting Clearing Member and the actions set out in Rule 8.4.13 are taken, the Adopting Clearing Member will be required to provide sufficient additional Eligible Assets as Collateral to the Clearing House in respect of the Contracts referred to in Rule 8.4.13(b) in accordance with the Rules. 
	8.4.15 The Clearing House shall use reasonable endeavours to perform its obligations and exercise its powers under this Rule 8.4:
	(a) in respect of some but not all of the Contracts and Collateral related to any Individual Client Account or Notional Sub-Account: or
	(b) in relation to more than one Adopting Clearing Member,

	8.4.16 The Security Trustee may take such actions and exercise such powers as are set out in the Security Trust Deed in relation to any Individual Client Account or Notional Sub-Account relating to a Client on whose behalf the Security Trustee has entered into a Client Protection Agreement.
	8.4.17 In taking the actions in this Rule 8.4 or Rule 8.5, the Clearing House may rely on the information provided by the Clearing Member to the Clearing House or by the Clearing House to the Clearing Member pursuant to Rule 3A.5.

	8.5 Calculation and certification of Single Net Sum - House, Omnibus Client and Individual Client Accounts
	8.5.1 Following the issuance by the Clearing House of a Declaration of Default, the Clearing House shall, subject to Rule 8.3, in relation to each of the Defaulting Clearing Member’s House Accounts and (to the extent required by Rule 8.4) each Notional Sub Account within an Omnibus Client Account and Individual Client Account of the Defaulting Clearing Member, take the steps set out in this Rule 8.5. The Clearing House shall, in respect of each such Account or Notional Sub-Account, seek to discharge all of the Defaulting Clearing Member’s rights and liabilities under all of the Affected Contracts by taking any of the actions set out in Rule 8.5.2, and thereafter by aggregating any obligations for the payment of money, whether present or future, actual or contingent, by the Defaulting Clearing Member under such Affected Contracts and the Rules, aggregating any such obligations to the Defaulting Clearing Member under each Affected Contract and the Rules, and offsetting the two aggregated amounts against one another so as to produce a Single Contract Net Sum in respect of each such Account or Notional Sub-Account.
	8.5.2 For the purposes of discharging a Defaulting Clearing Member’s rights and liabilities and calculating a Single Contract Net Sum and a Single Net Sum, the Clearing House may take any of the following actions or any combination of the following actions with respect to each of the relevant Accounts or Notional Sub-Accounts of the Defaulting Clearing Member:
	(a) closing out, settling, terminating and/or offsetting any Affected Contract including the application of Eligible Cash or the proceeds of the realisation of any Eligible Assets constituting Collateral credited to the Defaulting Clearing Member’s Account or Notional Sub-Account in respect of such Affected Contract;
	(b) effecting Corresponding Contracts to any Affected Contracts; 
	(c) exercising any option granted by an Affected Contract; 
	(d) entering into hedging transactions in relation to any Affected Contracts and where the Affected Contracts are IRS Contracts, the Clearing House shall do so in accordance with the IRS Default Management Guidelines; and/or
	(e) auctioning any of the Defaulting Clearing Member’s open positions under any Affected Contracts and where the Affected Contracts are IRS Contracts, the Clearing House shall do so in accordance with the IRS Default Management Guidelines (auctioning of the Defaulting Clearing Member’s open positions may include the transfer of any Affected Contract to, or opening any new Contract that relates to an Affected Contract with, any non-defaulting IRS Clearing Member and transferring any Eligible Cash or the proceeds of the realisation of any Eligible Assets constituting Collateral credited to the Defaulting Clearing Member’s Account in respect of such Affected Contract to the relevant Account or Accounts relating to such non-defaulting IRS Clearing Member in accordance with the IRS Default Management Guidelines),

	in each case and in respect of each Single Contract Net Sum, on such terms as the Clearing House shall determine and the rights and liabilities of the Defaulting Clearing Member referred to in Rule 8.5.1 shall include all rights and liabilities arising and any costs and expenses incurred in consequence of any such action.
	8.5.3 If the Single Contract Net Sum with respect to all Affected Contracts which are Standard Contracts is due from the Defaulting Clearing Member, then it is the Standard Interim Liability. If the Single Contract Net Sum with respect to all Affected Contracts which are Standard Contracts is due to the Defaulting Clearing Member, then it is the Standard Interim Asset.
	8.5.4 If the Single Contract Net Sum with respect to all Affected Contracts which are IRS Contracts is due from the Defaulting Clearing Member, then it is the IRS Interim Liability. If the Single Contract Net Sum with respect to all Affected Contracts which are IRS Contracts is due to the Defaulting Clearing Member, then it is the IRS Interim Asset.
	8.5.5 The following steps shall be taken with respect to each Standard House Account and (to the extent required by Rule 8.4) Standard Notional Sub-Account and Standard Individual Client Account of the Defaulting Standard Clearing Member:
	(a) the Defaulting Standard Clearing Member’s Standard Collateral relating to the relevant Standard House Account, Standard Individual Client Account or Standard Notional Sub-Account (as applicable) shall be set off against the Standard Interim Liability or aggregated with the Standard Interim Asset relating to such Account;
	(b) in relation to a Standard Notional Sub-Account, in the absolute discretion of the Clearing House, any negative sum produced under Rule 8.5.5(a) relating to that Standard Notional Sub-Account may be set off against:
	(i) any Excess Collateral relating to the Omnibus Client Account of which the Notional Sub-Account forms part; and
	(ii) any positive sum produced under Rule 8.5.5(a) relating to any other Standard Notional Sub-Account in the same Standard Omnibus Client Account;

	(c) a proportion of the Defaulting Standard Clearing Member’s Contribution to the Standard Guarantee Fund and any Standard Single Net Sum relating to the Standard House Account of the Defaulting Standard Clearing Member shall be set off against any negative sum produced under Rule 8.5.5(a) and 8.5.5(b), as applicable, or in relation to the Standard House Account, such Standard Guarantee Fund shall be aggregated with any positive sum produced under Rule 8.5.5(a); and 
	(d) a proportion of any positive IRS Single Net Sum relating to the Defaulting Clearing Member’s IRS House Account which remains after such IRS Single Net Sum has been applied pursuant to Rule 8.5.6 shall be set off against any negative sum produced under Rules 8.5.5(a), 8.5.5(b) and 8.5.5(c) as applicable,

	8.5.6 The following steps shall be taken with respect to each IRS House Account and (to the extent required by Rule 8.4) IRS Notional Sub-Account and IRS Individual Client Account of the Defaulting IRS Clearing Member:
	(a) the Defaulting IRS Clearing Member’s IRS Collateral relating to the relevant IRS House Account, IRS Individual Client Account or IRS Notional Sub-Account (as applicable) shall be set off against the IRS Interim Liability or aggregated with the IRS Interim Asset relating to such Account;
	(b) in relation to an IRS Notional Sub-Account, in the absolute discretion of the Clearing House, any negative sum produced under Rule 8.5.6(a) relating to that IRS Notional Sub-Account may be set off against:
	(i) any Excess Collateral relating to the IRS Omnibus Client Account of which that IRS Notional Sub-Account forms part; and
	(ii) any positive sum produced under Rule 8.5.6(a) relating to any other IRS Notional Sub-Account in the same IRS Omnibus Client Account;

	(c) a proportion of the Defaulting IRS Clearing Member’s Contribution to the IRS Guarantee Fund and any IRS Single Net Sum relating to the IRS House Account of the Defaulting IRS Clearing Member shall be set off against any negative sum produced under Rule 8.5.6(a) and 8.5.6(b), as applicable, or in relation to the IRS House Account, such IRS Guarantee Fund shall be aggregated with any positive sum produced under Rule 8.5.6(a); 
	(d) a proportion of any positive Standard Single Net Sum relating to the Defaulting Clearing Member’s Standard House Account which remains after such Standard Single Net Sum has been applied pursuant to Rule 8.5.5 shall be set off against any negative sum produced under Rules 8.5.6(a), 8.5.6(b) and 8.5.6(c), as applicable,

	8.5.7 The Clearing House may in its discretion decide to:
	(a) delay the calculation of the Single Net Sums in relation to Individual Client Accounts and Notional Sub-Accounts until it has calculated the Standard Single Net Sum relating to the Standard House Account, the IRS Single Net Sum relating to the IRS House Account and/or any Portable Net Sum, as the case may be, so that the Standard Single Net Sum or the IRS Single Net Sum in relation to the relevant House Account may be applied in accordance with Rules 8.5.5(c) or 8.5.6(c); or
	(b) apply the Clearing House’s resources in accordance with Rule 8.6 without having first set off amounts pursuant to Rules 8.5.5(d) and/or 8.5.6(d).   

	8.5.8 The Clearing House will exercise its discretion in Rules 8.5.5 and 8.5.6 in such a way as to seek to achieve a fair and equitable allocation of any IRS Interim Assets or Standard Interim Assets and IRS Interim Liabilities or Standard Interim Liabilities, as applicable, relating to each Omnibus Client Account.
	8.5.9 The Clearing House shall certify:
	(a) in relation to each House Account and (to the extent required by Rule 8.4) each Individual Client Account or Notional Sub-Account:
	(i) the Single Contract Net Sum; and
	(ii) the Single Net Sum as the amount payable by or to the Defaulting Clearing Member or, if no amount is payable, zero; and

	(b) to the extent required by Rule 8.4, in relation to each Individual Client Account or Notional Sub-Account the fact that the Portable Net Sum has not been transferred to an Adopting Clearing Member pursuant to Rules 8.4.12 or 8.4.13;
	(A) the relevant office holder acting in relation to the Defaulting Clearing Member; and
	(B) the Clearing House’s Regulatory Authority.


	8.5.10 In respect of an Individual Client Account or Notional Sub-Account, the Clearing House shall, if a positive sum, pay the Single Net Sum: 
	(a) to the relevant Client (or to its order) or, if a Security Trustee has been appointed with respect to that Client, to the Security Trustee (or to its order) on trust for that Client, in each case if the Clearing House is satisfied that a Client Agreement, a Client Protection Agreement and a Client Acknowledgement is in full force and effect with respect to the relevant Client and no other Applicable Law or regulation would require the payment returned to another party; or  
	(b) to the Defaulting Clearing Member or a relevant office holder acting in relation to the Defaulting Clearing Member, for the account of the relevant Client, if the Clearing House is not satisfied that a Client Agreement, a Client Protection Agreement and a Client Acknowledgement is in full force and effect with respect to the relevant Client or an Applicable Law or regulation would require the payment returned to the Defaulting Clearing Member.

	8.5.11 In respect of a House Account or Net Client Account, the Clearing House shall, if a positive sum, pay the Single Net Sum to the Defaulting Clearing Member or the relevant office holder acting in relation to the Defaulting Clearing Member.
	8.5.12 The Clearing House shall notify the Defaulting Clearing Member or a relevant office holder acting in relation to the Defaulting Clearing Member or its estate of the actions taken in relation to the Defaulting Clearing Member under the Default Rules.
	8.5.13 For the purposes of Rules 8.5.5 and 8.5.6, the Clearing House may liquidate Collateral and Contributions in the form of Eligible Securities at such time and at such rate as the Clearing House shall in its reasonable discretion determine.

	8.6 Application of Clearing House resources, VM Haircut Settlement Cycles and Optional Payments
	8.6.1 To the extent that the assets referred to in Rules 8.5.5 or 8.5.6 are insufficient or if the Clearing House is required to pay an amount under Rule 8.3.8, the Clearing House shall use the following assets to satisfy any outstanding amount in the order set out below: 
	(a) to satisfy any outstanding amount in relation to a Standard Single Net Sum:
	(i) the Clearing House’s contribution to the Standard Guarantee Fund; 
	(ii) the Contributions of the non-defaulting Standard Clearing Members to the Standard Guarantee Fund; and
	(iii) Standard Assessments received by the Clearing House pursuant to Rule 8.7.1; and

	(b) to satisfy any outstanding amount in relation to an IRS Single Net Sum:
	(i) the Clearing House’s contribution to the IRS Guarantee Fund;
	(ii) the Contributions of the non-defaulting IRS Clearing Members to the IRS Guarantee Fund;
	(A) first, Contributions of a Subordinated Bidder (if any) up to an amount equal to the Aggregate Subordinated Amount for such Subordinated Bidder and where there is more than one Subordinated Bidder, an amount of the Contribution of each Subordinated Bidder equal to the relevant Aggregate Subordinated Amount will be applied pro rata;
	(B) secondly, the remaining IRS Guarantee Fund of all non-defaulting IRS Clearing Members (excluding the Contributions to the IRS Guarantee Fund of each Winning Bidder equal to the Aggregate Seniorised Amounts for such Winning Bidders) will be applied pro rata; and
	(C) thirdly the remaining IRS Guarantee Fund of all Winning Bidders will be applied pro rata; and

	(iii) IRS Assessments received by the Clearing House pursuant to Rule 8.7.3.


	8.6.2 The obligations of the Clearing House to make payments in respect of Contracts are limited as set out in Rule 2.4, and the Clearing Members shall have no recourse to the Clearing House other than as set out in Rule 2.4.
	8.6.3 If, at any time, the Clearing House determines that less than 25% (twenty five per cent.) of the IRS Assessments or less than 25% (twenty five per cent.) of the Standard Assessments, whether or not already collected, remains available to the Clearing House or is likely to be available once the Clearing House has met its obligations arising from Contracts with non-defaulting Clearing Members in the relevant Membership Category, subject to Rule 8.6.6, the Clearing House may: 
	(a) with respect to each Account of a non-defaulting Clearing Member in the relevant Membership Category:
	(i) run a Settlement Cycle;
	(ii) notify each non-defaulting Clearing Member holding such Account of any Variation Requirement determined by the Settlement Cycle which the non-defaulting Clearing Member will pay in accordance with Rule 6.1.1; 
	(iii) on the basis of the Settlement Cycle, determine the Collect or the Pay;

	(b) if applicable, with respect to each IRS Account of a non-defaulting IRS Clearing Member: 
	(i) deduct the Aggregate IRS Collects actually received by the Clearing House (and those that the Clearing House reasonably believes will be received in accordance with the Rules) from the aggregate of (A) the Aggregate IRS Pays and (B) any fees, costs and expenses incurred by the Clearing House in performing the actions set out in Rule 8 that relate to IRS Contracts and are not already covered by Rule 8.3.8 (the difference being the IRS Variation Margin Requirement Haircut); and
	(ii) allocate the IRS Variation Margin Requirement Haircut pro rata to each IRS Account with an IRS Pay (the resulting amount, the Allocated IRS Pay);

	(c) if applicable, with respect to each Standard Account of a non-defaulting Standard Clearing Member:
	(i) deduct the Aggregate Standard Collects actually received by the Clearing House (and those that the Clearing House reasonably believes will be received in accordance with the Rules) from the aggregate of (A) the Aggregate Standard Pays and (B) any fees, costs and expenses incurred by the Clearing House in performing the actions set out in Rule 8 that relate to Standard Contracts and are not already covered by Rule 8.3.8 (the difference being the Standard Variation Margin Requirement Haircut); and
	(ii) allocate the Standard Variation Margin Requirement Haircut pro rata to each Standard Account with a Standard Pay (the resulting amount, the Allocated Standard Pay),


	8.6.4 Subject to Rule 8.6.6, if, having run one or more VM Haircut Settlement Cycles, the Clearing House determines, in consultation with the Risk Committee and/or IRS Risk Committee, as applicable, that to run another VM Haircut Settlement Cycle would result in insufficient additional resources to satisfy the losses incurred by the Clearing House as a result of one or more Defaults, the Clearing House may request that each non-defaulting Clearing Member makes a payment to the Clearing House (an Optional Payment). The Clearing House will request that each Optional Payment is at least equal to the amount which would be such Clearing Member’s Contribution to the relevant Guarantee Fund at the end of the current Cooling Off Period, assuming the Clearing House does not issue any further Declarations of Default, but the Clearing Member may contribute any higher or lower amount. The following terms shall apply to each Optional Payment:
	(a) no Clearing Member shall be obliged to make an Optional Payment; 
	(b) the Clearing House shall notify each non-defaulting Clearing Member in writing of the requested amount of the Optional Payment;
	(c) payment of an Optional Payment shall be made: 
	(i) in accordance with the provisions set out in Chapter 7; and
	(ii) before the deadline for payment specified by the Clearing House in accordance with Rule 8.6.6;

	(d) no Optional Payment may be withdrawn once made;
	(e) no Optional Payment may be used by the Clearing House until all other resources of the Clearing House specified in Rule 8.6.1(a) or 8.6.1(b), as applicable, have been exhausted in accordance with the Rules; and
	(f) each Optional Payment may only be used to satisfy losses to, or to meet any obligations of, the Clearing House incurred with respect to the Membership Category to which the Optional Payment relates.

	8.6.5 Subject to Rule 8.6.6, if the Clearing House determines that the Optional Payments it has received (and those it is reasonably likely to receive) with respect to a Membership Category will be insufficient to satisfy the losses it has incurred with respect to such Membership Category, the Clearing House may run a final VM Haircut Settlement Cycle in accordance with Rule 8.6.3 with respect to that Membership Category.
	8.6.6 In order to take each of the actions set out in Rules 8.6.3, 8.6.4 and 8.6.5, the Clearing House shall publish a Notice on the Website stating:
	(a) that it may have insufficient resources;
	(b) with respect to which Membership Category the action is being taken; 
	(c) in the case of action to be taken under Rule 8.6.3 or 8.6.5, specifying the date on which a VM Haircut Settlement Cycle will take place (which may be the date on which such Notice is published on the Website); and
	(d) in the case of action to be taken under Rule 8.6.4, specifying the deadline by which the Clearing House must receive any Optional Payment.

	8.6.7 Any failure by the Clearing House to take any action under Rules 8.6.3 and/or 8.6.5 will not invalidate any action taken by the Clearing House pursuant to any other Rule nor give rise to any liability whatsoever on the part of the Clearing House.
	8.6.8 If, having taken the actions set out in Rules 8.6.3 to 8.6.5, the Clearing House determines that a Limited Recourse Termination Event has occurred, the Clearing House may then take the actions set out in Rules 8.10.7 to 8.10.14.
	8.6.9 Notwithstanding that this Rule 8.6 refers and gives rights and liabilities to “non-defaulting Clearing Members”, the Clearing House may (in its sole discretion) determine at any time that all or any part of this Rule 8.6 (and the resulting rights and obligations) shall also apply to a Defaulting Clearing Member.
	8.6.10 This Rule 8.6.10 applies if, having completed the foregoing processes in this Rule 8.6, the amount received by the Clearing House in respect of Assessments and Optional Payments of non-defaulting Clearing Members made in relation to a Declaration of Default and/or received from the Defaulting Clearing Member exceed the amount required to satisfy the losses of the Clearing House relating to such Declaration of Default. The Clearing House shall pay an amount equal to such excess in the following order to the extent there is sufficient surplus excess after completion of each step and, to the extent there is insufficient surplus excess to complete a particular step, payment shall be made pro-rata to each relevant Clearing Member’s relevant payment:
	(a) first, to reimburse each non-defaulting Clearing Member for an amount up to such Clearing Member’s Optional Payment, if any;
	(b) secondly, to reimburse each non-defaulting Clearing Member for an amount up to the amount by which their Allocated Pay was less than their Pay; and
	(c) thirdly, to reimburse amounts to the Clearing House and non-defaulting Clearing Members in reverse order to the order in which assets were used in accordance with Rule 8.6.1, so that with respect to Standard Contracts reimbursement will start with Rule 8.6.1(a)(iii) and with respect to IRS Contracts reimbursement will start with Rule 8.6.1(b)(iii).


	8.7 Assessments following a Declaration of Default
	8.7.1 During each Standard Cooling Off Period, the Clearing House shall have a right to collect from each non-defaulting Standard Clearing Member an amount (in addition to the Contribution) that does not exceed a total of 550% (five hundred and fifty per cent) of its Contribution to the Standard Guarantee Fund as at the date on which that Standard Declaration of Default is issued.
	8.7.2 The Clearing House may only use the amount referred to in Rule 8.7.1 if there remains an unsatisfied obligation after the Clearing House has used in full the contributions set out in Rules 8.6.1(a)(i) and 8.6.1(a)(ii) and in the following circumstances:
	(a) if there are no further Standard Declarations of Default during the relevant Standard Cooling Off Period, the Clearing House may only use a total of 275% (two hundred and seventy five per cent.) of each non-defaulting Standard Clearing Member’s Contribution to the Standard Guarantee Fund as at the date on which the first Standard Declaration of Default in the relevant Standard Cooling Off Period was issued; and
	(b) if there are one or more further Standard Declarations of Default during the relevant Standard Cooling Off Period, the Clearing House may use a total of 550% (five hundred and fifty per cent.) of each non-defaulting Standard Clearing Member’s Contribution to the Standard Guarantee Fund as at the date on which the first Standard Declaration of Default in the Standard Cooling Off Period was issued.

	8.7.3 During each IRS Cooling Off Period, the Clearing House shall (subject to Rule 6.1.13) have a right to collect from each non-defaulting IRS Clearing Member an amount (in addition to the Contribution) determined by the Clearing House, using its Stress Test Methodology, that does not exceed such IRS Clearing Member’s proportionate share of the theoretical third and fourth largest IRS Clearing Members’ losses produced by such Stress Test Methodology (such amount and proportionate share as determined by the Clearing House), provided that the theoretical third and fourth largest IRS Clearing Members’ losses produced by such Stress Test Methodology is subject to a minimum of 50% (fifty per cent.) of the total IRS Guarantee Fund prior to the start of the IRS Cooling Off Period.
	8.7.4 The Clearing House may only use the amount referred to in Rule 8.7.3, if there remains an unsatisfied obligation after the Clearing House has used in full the Contributions set out in Rule 8.6.1(b)(i) and 8.6.1(b)(ii).
	8.7.5 Each non-defaulting Clearing Member is required to provide the Assessments to the Clearing House through the arrangements set out in Rule 4.2.2, or if there is insufficient Eligible Cash within a Clearing Member’s Bank Account to allow the delivery of Eligible Cash in accordance with Rule 4.2.2, the Clearing Member is required to delivery Eligible Cash within one (1) hour of notification of such amount if notification is received during the hours when CHAPS is open and otherwise, within one (1) hour of the time at which CHAPS first opens after such notification. Subject to the limits set out in Rules 8.7.1 and 8.7.3, a Clearing Member may be required to pay the Assessments in more than one instalment during a Cooling Off Period.
	8.7.6 With respect to Assessments, the Clearing House shall use its reasonable endeavours to notify non-defaulting Clearing Members and provide estimates of the amounts required in advance of any formal notifications.  
	8.7.7 After each Cooling Off Period, each non-defaulting Clearing Member’s Contribution will be assessed pursuant to the Clearing House’s assessment methodology. The Clearing House shall notify each Clearing Member of the new amount of Contribution in accordance with Rule 7.2.

	8.8 Termination relating to an Event of Default
	8.8.1 During a Cooling Off Period, a non-defaulting Clearing Member may give written notice of its application to terminate its membership or membership of a particular Membership Category of the Clearing House in accordance with Rule 3.8. The Clearing House shall use reasonable endeavours to facilitate (but shall have no obligation to ensure) the termination of such non-defaulting Clearing Member’s membership during that Cooling Off Period. 
	8.8.2 A non-defaulting Clearing Member shall not have any obligations (and none of its assets, Contribution, Assessments or Optional Payments shall be applied) in respect of any Event of Default occurring after the Membership Termination Date relating to that non-defaulting Clearing Member. For the avoidance of doubt, if a Clearing Member terminates its ability to clear a particular type of Transaction without terminating its ability to clear all types of Transaction within that Membership Category in accordance with Rule 3.8.6, this Rule 8.8.2 shall not apply and the Clearing Member shall remain liable to have its assets, Contribution and Assessments applied in respect of any Event of Default occurring after the Membership Termination Date relating to any type of Transaction within that Membership Category.

	8.9 Notification to other Clearing Members and Clients and cooperation with the Regulatory Authorities
	8.9.1 The Clearing House may notify the non-defaulting Clearing Members and their Clients of the actions taken under the Default Rules at various points in the process. 
	8.9.2 The Clearing House may share information (including information received from or about any Clearing Member), and otherwise cooperate, with any Regulatory Authority, clearing house or exchange and any insolvency practitioner in relation to the issue of a Declaration of Default.

	8.10 Termination of all Contracts of a Product Class 
	8.10.1 This Rule 8.10 is intended to form part of the default rules of the Clearing House (as contemplated in the Companies Act 1989, Part VII) to the extent that it relates to a Defaulting Clearing Member.
	8.10.2 The Clearing House may terminate all Contracts of one or both Product Classes in accordance with this Rule 8.10 at any time on or following:
	(a) a Planned Termination Event; or
	(b) a Limited Recourse Termination Event.

	8.10.3 On and after the Termination Date, each Clearing Member shall: 
	(a) subject to Rule 8.10.3(c), cease to take any action in respect of its Contracts of the Affected Product Class;
	(b) subject to Rule 8.10.3(c), not enter into any new Contracts of the Affected Product Class; and
	(c) comply with any directions of the Clearing House.

	8.10.4 Following a Planned Termination Event, the Clearing House shall use its reasonable endeavours to transfer all or some of the Contracts of the Affected Product Class and related Collateral of non-defaulting Clearing Members which have agreed to such transfer to another clearing house which has agreed to accept such Contracts. The Clearing House shall conduct any such transfer on such terms as may be agreed between it and the other clearing house and the relevant Clearing Members. The Clearing Members shall promptly take such actions as are reasonably requested by the Clearing House for this purpose.
	8.10.5 If the Clearing House determines that a transfer pursuant to Rule 8.10.4 is not practicable in respect of all or some of the Contracts of the Affected Product Class, it shall give written notice to all relevant Clearing Members of the date of termination of all Contracts of the Affected Product Class and shall seek to discharge all of the non-defaulting Clearing Members’ rights and liabilities under the Contracts of the Affected Product Class pursuant to Rule 8.10.6. Such written notice shall be given by the Clearing House publishing a Notice on the Website.
	8.10.6 On or as soon as reasonably practicable after the Termination Date with respect to a Planned Termination Event, the Clearing House may take the following steps with respect to each Account relating to an Affected Product Class of each non-defaulting Clearing Member:
	(a) run a final Settlement Cycle;
	(b) terminate all Contracts of the Affected Product Class at the price determined in the final Settlement Cycle;
	(c) notify each non-defaulting Clearing Member of any Variation Requirement determined by the final Settlement Cycle which the non-defaulting Clearing Member will pay in accordance with Rule 6.1.1; and
	(d) on the basis of the final Settlement Cycle, determine the Collect or the Pay with respect to each Account of each non-defaulting Clearing Member,

	8.10.7 On or as soon as reasonably practicable after a Limited Recourse Termination Event, the Clearing House may:
	(a) publish a Notice on the Website informing Clearing Members and specifying the Affected Product Class and the date of the termination of all Contracts of the Affected Product Class; and
	(b) seek to discharge all of the non-defaulting Clearing Members’ rights and liabilities under the Contracts of the Affected Product Class pursuant to Rule 8.10.8.

	8.10.8 On or as soon as reasonably practicable after the Termination Date with respect to a Limited Recourse Termination Event, the Clearing House may take the following steps with respect to each Account relating to an Affected Product Class of each non-defaulting Clearing Member: 
	(a) run a final Settlement Cycle (which may take place at any time of day);
	(b) terminate all Contracts of the Affected Product Class at the price determined in the final Settlement Cycle;
	(c) notify each non-defaulting Clearing Member of any Variation Requirement determined by the final Settlement Cycle which the non-defaulting Clearing Member will pay in accordance with Rule 6.1.1;
	(d) on the basis of the final Settlement Cycle, determine the Collect or the Pay;
	(e) if the Affected Product Class is IRS Contracts:
	(i) calculate the IRS Variation Margin Requirement Haircut; and
	(ii) calculate the Allocated IRS Pay for each Account with an IRS Pay; and

	(f) if the Affected Product Class is Standard Contracts:
	(i) calculate the Standard Variation Margin Requirement Haircut; and
	(ii) calculate the Allocated Standard Pay for each Account with a Standard Pay;


	8.10.9 The obligations of the Clearing House to make payments in respect of Contracts of an Affected Product Class are limited as set out in Rule 2.4 and the relevant Clearing Members shall have no further recourse to the Clearing House other than as set out in Rule 2.4.
	8.10.10 The Clearing House shall notify each non-defaulting Clearing Member which clears Contracts of the Affected Product Class of the Pay, Collect or Allocated Pay with respect to each of its relevant Accounts.  
	8.10.11 Each non-defaulting Clearing Member with a Collect shall pay such amount to the Clearing House. Once the Clearing House is satisfied it has received all the Collects with respect to an Affected Product Class, it shall make payment to each non-defaulting Clearing Member with an Account related to that Affected Product Class which has a Pay or Allocated Pay. 
	8.10.12 The Clearing House may adjust payments to account for the default of any Clearing Member in settling a Pay.
	8.10.13 This Rule 8.10.13 applies if (having completed the process in Rule 8.10.8) the amount received by the Clearing House in respect of Aggregate Collects with respect to an Affected Product Class exceeds the aggregate amount of Allocated Pays relating to the same Affected Product Class. The Clearing House shall pay an amount equal to such excess in the following order:
	(a) first, to reimburse non-defaulting Clearing Members which clear Contracts of the Affected Product Class for an amount up to such Clearing Member’s Optional Payment, if any;
	(b) secondly, to reimburse non-defaulting Clearing Members of the Affected Product Class for an amount up the amount of any Variation Margin Requirement Haircuts; and 
	(c) thirdly, to reimburse amounts to the Clearing House and non-defaulting Clearing Members of the Affected Product Class in reverse order to the order in which assets were used in accordance with, in respect of IRS Contracts, Rule 8.6.1(b), starting with Rule 8.6.1(b)(iii) and ending with Rule 8.6.1(b)(i), or, in respect of Standard Contracts, Rule 8.6.1(a), starting with Rule 8.6.1(a)(iii) and ending with Rule 8.6.1(a)(i).

	8.10.14 Notwithstanding that this Rule 8.10 refers and gives any liabilities to “non-defaulting Clearing Members” of the relevant Product Class, the Clearing House may (in its sole discretion) determine that at any time all or any part of this Rule 8.10 (and the resulting rights and obligations) shall also apply to a Defaulting Clearing Member of the relevant Product Class.

	8.11 Following termination of all Contracts of an Affected Product Class
	8.11.1 If, following termination of all Contracts of an Affected Product Class pursuant to Rule 8.10, the Clearing House decides to recommence clearing Contracts of that Affected Product Class, it will publish a Notice on its Website to that effect and Clearing Members will be able to clear Contracts of that Affected Product Class provided that such Clearing Members fulfil the Membership Criteria and otherwise comply with the Rules, including, without limitation, by making the required Contribution(s) to the Guarantee Fund(s) as recalculated at the appropriate time.  

	8.12 Termination of Clearing Services in respect of Exchange Transactions
	8.12.1 This Rule 8.12 is intended to form part of the default rules of the Clearing House (as contemplated in the Companies Act 1989, part VII) to the extent that it relates to a Defaulting Standard Clearing Member.
	8.12.2 If, at any time, the Clearing House decides to withdraw all or any part of the Clearing Services in respect of all or a particular type of Exchange Transaction, it will issue a Notice to all affected Clearing Members.
	8.12.3 Prior to issuing a Notice in accordance with Rule 8.12.2, the Clearing House shall consult with each relevant Exchange, Regulatory Authority and affected Clearing Member.
	8.12.4 The Notice issued in accordance with Rule 8.12.2 shall specify the process to be used to wind up the Clearing Services or any part of them in respect of the relevant Exchange Transactions.


	CHAPTER 9COMPLAINTS AND ENFORCEMENT
	Complaints
	9.1.1 Any Complaint shall be made in accordance with the Complaints Procedure.
	9.1.2 The Clearing House shall consider a Complaint in accordance with this Chapter 9 of the Rules and the Complaints Procedure:
	(a) a Clearing House Complaint shall be dealt with in accordance with the Complaints Procedure; and
	(b) if a Clearing Member Complaint alleges a breach of the Rules, the Clearing House will commence an Investigation and may commence Disciplinary Proceedings in accordance with the Rules. 

	9.1.3 The Clearing House shall notify a Clearing Member which makes a Clearing Member Complaint of the steps it has taken to review such Complaint and the outcome.
	9.1.4 If the Clearing House, in its discretion, considers it appropriate or if it is otherwise required to do so under Applicable Law, the Clearing House may provide details to a Regulatory Authority about any Complaint, matter or concern which it considers requires investigation and about any outcome of an Investigation or Disciplinary Proceeding.  

	9.2 Investigations
	9.2.1 The Clearing House may investigate breaches or alleged breaches of the Rules, whether or not such breaches or alleged breaches have arisen as a result of a Clearing Member Complaint, at its own instigation or otherwise in accordance with the provisions of Rule 9.3 (the Investigation). 
	9.2.2 A Clearing Member shall cooperate fully with any Investigation irrespective of whether such Clearing Member is the subject of or otherwise involved in the Investigation.  Without limitation, each Clearing Member shall:
	(a) provide to the Clearing House such information in whatsoever form as the Clearing House may reasonably request, within the timescale specified;
	(b) permit Representatives of the Clearing House access, with or without notice, during business hours to any of the Clearing Member’s business premises (which for the avoidance of doubt includes those premises in which records are stored) in order to carry out the Investigation; 
	(c) make its Representatives readily available for meetings with the Representatives of the Clearing House conducting the Investigation, as the Clearing House may reasonably request, and use its best endeavours to procure that such persons answer truthfully, fully and promptly, all questions that are put to them; 
	(d) produce and give the Representatives of the Clearing House conducting the Investigation reasonable access to documents, records, files, tapes and computer systems which are within the Clearing Member’s possession or control and provide any facilities which such Representatives may reasonably request; and
	(e) print information in the Clearing Member‘s possession or control which is held on computer or otherwise convert it into a readily legible document or any other record that may be reasonably requested by the Representatives of the Clearing House conducting the Investigation.


	9.3 Investigation process
	9.3.1 If the Clearing House considers that a Complaint, matter or concern requires investigation, the Clearing House shall issue a notice of Investigation (Investigation Notice) to the Clearing Member concerned to the effect that an Investigation has been commenced and setting out a brief description of the matter under Investigation.
	9.3.2 Once the Clearing House has carried out the Investigation it shall send to the relevant Clearing Member a preliminary letter that describes its preliminary factual conclusions and the action it proposes to take in the light of such breach.
	9.3.3 The Clearing House shall also invite the Clearing Member to either attend a meeting or to send written comments to the Clearing House, in each case, to enable the Clearing Member to correct any factual error that it reasonably considers has been made in the preliminary letter.  After the meeting or the receipt of written comments from the Clearing Member, as the case may be, the Clearing House shall finalise its initial findings and present them in writing to the Clearing Member. 
	9.3.4 After sending its initial findings to the Clearing Member, the Clearing House may exercise one (1) or more of the following powers in relation to the Clearing Member concerned: 
	(a) decide that no further action should be taken against the Clearing Member; 
	(b) issue a private written warning to the Clearing Member;
	(c) instigate Disciplinary Proceedings in accordance with Rule 9.4; 
	(d) carry out further enquiries if the Investigation indicates that this is necessary in order to conclude satisfactorily the Investigation; or
	(e) refer all or a portion of the investigation to a Regulatory Authority.

	9.3.5 The Clearing House shall notify the Clearing Member in writing of the power to be exercised. The Clearing House may, in an appropriate case, take different actions in relation to Clearing Members concerned in the same Disciplinary Proceedings or in different Disciplinary Proceedings on the same or similar facts.

	9.4 Disciplinary Proceedings 
	9.4.1 The Clearing House shall commence the disciplinary proceedings set out in this Rule 9.4 (the Disciplinary Proceedings) only when it is reasonably satisfied that the Clearing Member has breached the Rules, whether as a result of an Investigation or otherwise.
	9.4.2 The Clearing House may decide at any time to terminate the Disciplinary Proceedings or reach a settlement with the Clearing Member on such terms as it considers appropriate, at any stage during the Disciplinary Proceedings.  
	9.4.3 For the purposes of each Disciplinary Proceeding the Board of Directors shall nominate the members of a disciplinary panel, as it deems appropriate, which shall accordingly be referred to for the purposes of this Rule 9.4 as the Disciplinary Panel. The Disciplinary Panel will be comprised in accordance with 9.4.3(a) to 9.4.3(f) below:
	(a) Each Disciplinary Panel shall consist of a chairman sitting with two other persons.  Such persons, including the chairman, that are appointed to the Disciplinary Panel may be market practitioners, members of the Risk Committee, experts, lawyers or other suitable persons at the discretion of the Clearing House.
	(b) Neither employees nor directors of the Clearing House shall be appointed to a Disciplinary Panel.
	(c) No Clearing Member subject to disciplinary proceedings or any of their Affiliates, Representatives or customers shall be appointed to a Disciplinary Panel.
	(d) No person shall serve on or sit with a Disciplinary Panel if he has a personal or financial interest in, or has been involved in any investigation into the matter under consideration.
	(e) No person shall serve on or sit with a Disciplinary Panel if an undertaking with which he is associated has any commercial relationship with any of those parties listed in Rule 9.4.3(c) that may cause actual or potential material conflict.
	(f) Expert assessors may be appointed, at the discretion of the Disciplinary Panel itself, to sit with and advise the Disciplinary Panel but not to vote.

	9.4.4 In the event of any member of the Disciplinary Panel having or acquiring a personal, or financial interest in the outcome, or a commercial relationship as described in Rule 9.4.3(e), or in any other way being or becoming incapacitated or permanently unavailable, the chairman of the Disciplinary Panel (or in the case of the chairman of the Disciplinary Panel, the Chairman of the Board of Directors of the Clearing House) may direct that the Disciplinary Panel shall continue to act with a reduced number or appoint another person to take the place of the retiring member of the Disciplinary Panel (and the disciplinary proceedings shall then proceed as if such person had been originally appointed in lieu of the first person) or may direct that a new Disciplinary Panel should be appointed to rehear the matter.
	9.4.5 In the event of equality of votes, the chairman shall have a second or casting vote in reaching any determination.
	9.4.6 To commence the Disciplinary Proceedings the Clearing House shall send to the Clearing Member concerned a written notice (the Disciplinary Notice), which contains details of the alleged breach of the Rules and sufficient information to enable the Clearing Member to understand and respond to such allegations.
	9.4.7 The Clearing Member shall have twenty (20) Business Days from receipt of the Disciplinary Notice to provide a statement of defence (the Defence) in respect of the allegations.  The Defence shall set out the plea that the Clearing Member intends to make and any admissions of fact. If no Defence has been served within that timeframe the Clearing Member shall be deemed to have accepted the facts and matters alleged in the Disciplinary Notice. 
	9.4.8 After due consideration of the Defence, the Clearing House may either:
	(a) proceed with the Disciplinary Proceedings; 
	(b) terminate the Disciplinary Proceedings; or 
	(c) amend the Disciplinary Notice in accordance with Rule 9.4.9.

	9.4.9 The Clearing House may at any time amend a Disciplinary Notice provided that:
	(a) the amendment is relevant to the allegation or breach of the Rules;
	(b) the essential character of the allegation or the breach of the Rules has not been changed; and
	(c) the Clearing Member would not be substantially prejudiced in any defence it may put before the Disciplinary Panel. 

	9.4.10 The Disciplinary Panel may order an adjournment at any stage upon an application by the Clearing House to enable an alleged separate or unrelated breach of the Rules which it reasonably believes the Clearing Member to have committed to be investigated further. 
	9.4.11 Following the amendment of a Disciplinary Notice, the Clearing Member shall have ten (10) Business Days to make any necessary changes to its Defence. If no amended Defence has been served within that timeframe the Clearing Member will be deemed to have accepted the facts and matters alleged in the amended Disciplinary Notice and indicated that its original Defence stands. 
	9.4.12 The Disciplinary Panel shall hear submissions on the matter of the alleged breach of the Rules and shall determine whether there has been a breach of the Rules and, if so, the appropriate sanction that shall be imposed. In carrying out this function, the Disciplinary Panel may adopt such procedure as it thinks fit. The Disciplinary Panel may:  
	(a) order the disclosure by the Clearing House or Clearing Member of such further information, documents or other evidence as may be necessary;
	(b) issue directions and take such other steps as it considers appropriate to clarify the facts and issues and determine the case;
	(c) if it considers appropriate, but only with the express agreement of the Clearing House and the Clearing Member concerned, decide to determine the case upon written submissions and evidence placed before it;
	(d) in all other cases, give the opportunity to, or require, the Clearing House and the Clearing Member to attend hearings before the Disciplinary Panel and the Clearing House and the Clearing Member may call witnesses to give evidence and be questioned;
	(e) allow the Clearing Member and the Clearing House to be assisted or represented by any person, whether or not legally qualified;
	(f) require hearings to be held in private unless the Clearing Member or Clearing House requests otherwise and the other party consents; and
	(g) appoint its own legal advisers.

	9.4.13 The Disciplinary Panel shall apply the civil standard of proof on the balance of probabilities, with the cogency of evidence required being commensurate with the seriousness of the alleged breach. 
	9.4.14 The Disciplinary Panel shall not be bound by any rule of law or court procedure concerning admissibility of evidence and may accept as conclusive any finding of fact made by a court or any other Regulatory Authority. 
	9.4.15 The Disciplinary Panel shall communicate in writing its findings and particulars of any sanction determined to the Clearing House and to the Clearing Member concerned. Such findings and sanctions shall be deemed conclusive and binding upon expiry of the time permitted for appeal or receipt by the Clearing House of any earlier written notice from the Clearing Member that such right of appeal will not be exercised. Subject to Rule 9.4.16(b), such findings and sanctions shall not be made public.
	9.4.16 The Disciplinary Panel may impose one or more of the following sanctions:
	(a) issue a private written warning to the Clearing Member;
	(b) issue of a public notice of censure;
	(c) impose a fine of any amount;
	(d) require the disgorgement of any gain made by the Clearing Member or its Representatives in connection with the breach of the Rules;
	(e) recommend to the Clearing House to suspend or terminate the membership or membership of a particular Membership Category of the Clearing Member with immediate effect; or 
	(f) issue an order requiring the Clearing Member to take such steps including making an order for compensation, as the Disciplinary Panel may direct, to remedy the situation caused by the breach of the Rules.

	9.4.17 The Disciplinary Panel has discretion as to the appropriate sanction in each case and such differentiation may take into account factors including whether the breach was deliberate or negligent, the seriousness of the consequences and whether the Clearing Member has since taken action to remedy the breach or prevent a recurrence. 
	9.4.18 The contravention of any sanction imposed or direction made under or pursuant to Rule 9.4.16 may be treated for all purposes as a breach of the Rules.
	9.4.19 A Disciplinary Panel may order any party to the Disciplinary Proceedings to pay costs related to such proceedings as it thinks appropriate, including, but not limited to the costs of running the Disciplinary Panel and including the reasonable costs of the Clearing House's and Disciplinary Panel's external advisers.

	9.5 Appeals
	9.5.1 Within ten (10) Business Days of receiving notice in writing of a decision of a Disciplinary Panel, or a notice of sanction (whichever is the later), a Clearing Member (whether current or former in the case of expulsion) or the Clearing House, or both, may appeal to the appeals body (the Appeals Body) by lodging with the Clearing House a notice of appeal in writing and by delivering a copy thereof to any other party to the Disciplinary Proceedings.  The Clearing House shall refer the appeal to the Appeals Body within ten (10) Business Days of receipt of the appeal.
	9.5.2 A notice of appeal shall set out the grounds of the appeal and shall contain a brief statement of all matters relied on by the appellant. The grounds of the appeal may be any one or more of the following: 
	(a) the Disciplinary Panel's decision was:
	(i) arbitrary, capricious, or an abuse of its discretion; or
	(ii) based on a clearly erroneous application or interpretation of the Rules; or 

	(b) the sanction imposed by the Disciplinary Panel was excessive or, in the case of an appeal by the Clearing House, was insufficient or inappropriate.

	9.5.3 In the case of appeal against a sanction, the Appeals Body may affirm, vary or revoke the sanction. The Appeals Body may make such order or give such direction as it considers fit including a direction for a rehearing of the case by another newly constituted Disciplinary Panel.
	9.5.4 The Appeals Body shall consist of one (1) or more than one (1) persons who shall be nominated for the purposes of this Rule 9.5.4 by the Centre for Effective Dispute Resolution in London. Such person shall:
	(a) be independent of the Clearing House, meaning for the purposes of these Rules, that such person is not and has not ever been an officer, director or employee of the Clearing House or an Affiliate; 
	(b) have appropriate experience of the clearing market and normal clearing operations; and
	(c) have appropriate knowledge of the Clearing House, the Rules and relevant Applicable Law. 

	9.5.5 An Appeals Body may adopt such procedure as it thinks fit and just, including, without limitation, the procedures described in Rule 9.4.12 and shall notify the Clearing Member accordingly. The Appeals Body shall be bound by Rule 9.4.13. The appellant and the respondent shall be entitled to appear, make representations and (subject to any restriction on adducing new evidence), call witnesses, who may be examined and cross-examined at any hearing, which will not be held in public. 
	9.5.6 The decision of an Appeals Body shall be final and binding and there shall be no further appeal. The decision shall be supported with reasons and shall be notified to the appellant and respondent in writing without undue delay. The decision of an Appeals Body shall not be made public unless otherwise agreed between the appellant and the respondent.

	9.6 Fines
	9.6.1 The proceeds of any fine imposed by the Clearing House shall be used for the following purposes only:
	(a) to meet expenses incurred by the Clearing House in the course of the Investigation, Disciplinary Proceeding or appeal from a Disciplinary Proceeding in respect of which it has been imposed;
	(b) for the benefit of the Clearing Members generally; or
	(c) for charitable purposes.



	CHAPTER 10SETTLEMENT FINALITY
	Introduction and Definitions
	10.1.1 The Clearing House is a designated system for the purposes of the Financial Markets and Insolvency (Settlement Finality) Regulations 1999 (the Settlement Finality Regulations) in respect of Transfer Orders and default arrangements and certain other matters relating to the Clearing House. In addition, Part VII of the Companies Act 1989 (the Companies Act 1989) applies in respect of Contracts, the Default Rules and certain other matters relating to the Clearing House. The rules of the Designated System comprise this Chapter 10 (Settlement Finality) and the custody agreement the Clearing House has entered into with the Custodian (the Custody Agreement), the settlement bank agreements the Clearing House has entered into with the Settlement Banks (the Settlement Bank Agreements) and the cash reinvestment agreements the Clearing House has entered into with the Cash Reinvestment Agreements (the Cash Reinvestment Agreements) (together these shall be known as the Settlement Finality Rules).
	10.1.2 The purpose of the Settlement Finality Regulations is to allow a system which effects securities and payments transfers to apply to be a designated system and thereby to have the benefit of certain modifications to the general law of insolvency. The modifications seek to minimise the disruption to a system caused by insolvency proceedings brought against a participant in such system. The aim is to ensure that in insolvency proceedings transactions that have been settled in the system are final and irrevocable and to strengthen the enforceability of collateral security. In order to receive these protections, a system must meet the criteria set out in the Settlement Finality Regulations and be designated by the Bank of England.
	10.1.3 Clearing Members, being participants of the Designated System, are also subject to various obligations and requirements as a result of the Settlement Finality Regulations and Companies Act 1989. Clearing Members must comply with, facilitate compliance by the Clearing House with, and comply with any action taken by the Clearing House pursuant to, the Settlement Finality Regulations and the Companies Act 1989.

	10.2 Definitions
	Cash Reinvestment Agent means an agent through which the Clearing House invests Collateral and/ or Contributions;
	Designated System means the standardised formal arrangements, common rules and procedures as set out in the Rules and the Settlement Finality Rules (to the extent applicable), and related functionality which:
	(a) enables the Clearing House to give instructions to transfer to Clearing Members amounts of money on the accounts of certain banks, credit institutions, investment firms or settlement agents;
	(b) enables (a) the Clearing House to give instructions on behalf of Clearing Members; and (b) Clearing Members to give instructions, in each case, to transfer to the Clearing House amounts of money on the accounts of certain banks, credit institutions, investment firms or settlement agents;
	(c) enables the Clearing House to give instructions to a Custodian to arrange for the transfer of title to, and interest in, Securities and cash; 
	(d) enables Clearing Members to give instructions to any of their custodians or the operators of securities depositories to transfer title to, and interest in, Securities and cash; 
	(e) enables the Clearing House to give instructions to any of its Cash Reinvestment Agents to arrange for the transfer of title to, and interest in, cash;
	(f) enables the Clearing House to become central counterparty to Clearing Members in respect of Transactions;
	(g) enables the Clearing House and Clearing Members to fulfill the obligations they incur in respect of Contracts and otherwise to one another pursuant to the Rules;
	(h) enables transfers, assignments and novations, however effected, of Contracts between Clearing Members in accordance with the Rules including following a Declaration of Default; and
	(i) facilitates supplementary and incidental matters to the satisfaction of obligations pursuant to Contracts and the collection and payment of amounts due in accordance with the Rules.

	Participant means the Clearing House, each Clearing Member, each Settlement Bank, each Agent Bank, each Custodian and each Cash Reinvestment Agent and each other person that is a participant (as defined in the Settlement Finality Regulations) in the Designated System (and this Chapter 10 shall apply equally to any insolvency practitioner appointed for, or with powers in respect of, a Participant). 
	Payment Transfer Order has the same meaning as in the Settlement Finality Regulations.
	Securities Transfer Order has the same meaning as in the Settlement Finality Regulations.
	Transfer Order means a Payment Transfer Order or a Securities Transfer Order.

	10.3 Transfer Orders Arising
	10.3.1 The points at which a Transfer Order takes effect as having been entered into the Designated System are when:
	(a) the Clearing House sends an instruction to a Custodian by SWIFT message or such other form as set out in the Custody Agreement, to receive title to, and interest in, Eligible Securities from an account of the Clearing Member to an account of the Clearing House pursuant to Rule 6.1.6 (a Securities Substitution);
	(b) the Clearing House sends an instruction to a Custodian by SWIFT message or such other form as set out in the Custody Agreement to transfer the title to, and interest in, Eligible Securities from an account of the Clearing House to an account of the Clearing Member pursuant to Rule 6.1.6 (a Securities Return);
	(c) a Contract is registered by the Clearing House in the Clearing System in accordance with Rule 5.2 (a Contract Order);
	(d) the transfer, assignment or novation of any Contract from a Clearing Member to a Transferee Clearing Member occurs pursuant to Rule 3A.6 or Rule 5.3 (a Contract Transfer); 
	(e) the transfer of an Affected Contract from the Defaulting Clearing Member to another Clearing Member including an Adopting Clearing Member occurs (an Affected Contract Transfer); 
	(f) the transfer of Eligible Securities by the Clearing House from a Clearing Member or a Defaulting Clearing Member to another Clearing Member occurs in respect of a Contract Transfer or an Affected Contract Transfer (a Securities Collateral Transfer); 
	(g) the Clearing House sends an instruction to a Custodian by SWIFT message or such other form as set out in the Custody Agreement to transfer the title to, and interest in, Eligible Securities from an account of the Clearing House to an account of the Defaulting Clearing Member or its insolvency practitioner pursuant to the Default Rules (a Securities Collateral Return);


	Payment Transfer Orders 
	(h) the Clearing House sends an instruction to a Settlement Bank, by SWIFT message or such other form as set out in the relevant Settlement Bank Agreement, to transfer to the Clearing House an amount of money to be debited from an account of the Clearing Member with the Settlement Bank pursuant to the Rules including in respect of Contracts, Collateral, Contribution, fees and charges, interest on Eligible Cash and Equivalent Distributions (a Receipt); 
	(i) the Clearing House sends an instruction to a Settlement Bank, by SWIFT message or such other form as set out in the relevant Settlement Bank Agreement, to transfer to a Clearing Member an amount of money to be debited from an account of the Clearing House pursuant to the Rules including in respect of Contracts, Collateral, Contribution, interest on Eligible Cash and Equivalent Distributions from the Clearing House’s account at the Settlement Bank to the Clearing Member’s account at the Settlement Bank (a Payment); 
	(j) the transfer of Eligible Cash by the Clearing House from a Clearing Member or a Defaulting Clearing Member to another Clearing Member, including an Adopting Clearing Member, occurs in respect of a Contract Transfer or an Affected Contract Transfer (a Cash Collateral Transfer);
	(k) the Clearing House sends an instruction to a Settlement Bank, by SWIFT message or such other form as set out in the relevant Settlement Bank Agreement, to transfer to a Defaulting Clearing Member or its insolvency practitioner or any Client or Security Trustee of the Defaulting Clearing Member an amount of money to be debited from an account of the Clearing House pursuant to any of the Default Rules or the Client Protection Agreement (a Cash Collateral Return);
	(l) the Clearing House sends an instruction to the Custodian, by SWIFT message or such other form as set out in the Custody Agreement, to transfer to the Clearing House or a Clearing Member including an Adopting Clearing Member, or any Client or Security Trustee an amount of money to be debited from an account of the Clearing House with the Custodian as permitted by the Custody Agreement (a Custody Cash Transfer);
	(m) the Clearing House sends an instruction to the Cash Reinvestment Agent, by SWIFT message or such other form as set out in the Cash Reinvestment Agreement, to transfer to the Clearing House an amount of money to be debited from an account of the Clearing House with the Cash Reinvestment Agent or an account of the Cash Reinvestment Agent as permitted by the Cash Reinvestment Agreement (a Reinvestment Cash Transfer);
	(n) the Clearing House sends an instruction to an Agent Bank to transfer to a Clearing Member an amount of money to be debited from an account of the Clearing House with the Agent Bank pursuant to the Rules in respect of Contracts (a Settlement Out);
	(o) a Clearing Member sends an instruction to a bank to transfer an amount of money to be debited from the account of the Clearing Member to an account of the Clearing House with an Agent Bank pursuant to the Rules including in respect of Contracts (a Settlement In);
	(p) the Clearing House sends an instruction to a Clearing Member to initiate a transfer from its CLS Account to the CLS Account of another Clearing Member pursuant to its delivery obligations under a Contract (a CLS Transfer).

	10.4 Transfer Orders Irrevocable
	10.4.1 The points at which a Transfer Order may not be revoked are:
	(a) in respect of a Securities Substitution, the time at which the Securities are transferred to an account in respect of which the Clearing House is beneficially entitled by settlement system or book transfer or the time at which the Custodian confirms to the Clearing House by SWIFT message or such other form as set out in the Custody Agreement that such transfer will be made or that such transfer has been made, whichever is earlier;
	(b) in respect of a Securities Return, the time at which the Securities are transferred from an account in respect of which the Clearing House is beneficially entitled by settlement system or book transfer or, provided it is later, the time at which the Custodian confirms to the Clearing House by SWIFT message or such other form as set out in the Custody Agreement that such transfer has been made; 
	(c) in respect of a Contract Order, from the time of its registration by the Clearing House in the Clearing System in accordance with Rule 5.2;
	(d) in respect of a Contract Transfer, the time at which the Clearing House’s books and records are updated to reflect a successful Contract Transfer; 
	(e) in respect of an Affected Contract Transfer, the time at which the Clearing House’s books and records are updated to reflect a successful Affected Contract Transfer; 
	(f) in respect of a Securities Collateral Transfer, the time at which the Clearing House’s books and records are updated to reflect a successful Securities Collateral Transfer; 
	(g) in respect of a Securities Collateral Return, the time at which the Securities are transferred from an account in respect of which the Clearing House is beneficially entitled by settlement system or book transfer or, provided it is later, the time at which the Custodian confirms to the Clearing House by SWIFT message or such other form as set out in the Custody Agreement that such transfer has been made.


	Payment Transfer Orders
	(h) in respect of a Receipt, the time at which the Settlement Bank gives confirmation to the Clearing House by SWIFT message type MT910 (Confirmation of Credit) or, in the event of a failure of the SWIFT system or access to the SWIFT system failing, by fax or in another form agreed in the relevant Settlement Bank Agreement, that such payment will be made or that such payment has been made by book transfer, whichever is earlier;
	(i) in respect of a Payment, the time at which the Settlement Bank gives confirmation to the Clearing House by SWIFT or, in the event of a failure of the SWIFT system or access to the SWIFT system failing, by fax or in another form as agreed in the relevant Settlement Bank Agreement, that such payment has been made by book transfer; 
	(j) in respect of a Cash Collateral Transfer, the time at which the Clearing House’s books and records are updated as a result of a successful transfer to reflect the Cash Collateral Transfer; 
	(k) in respect of a Cash Collateral Return, the time at which Settlement Bank gives confirmation to the Clearing House by SWIFT or, in the event of a failure of the SWIFT system or access to the SWIFT system failing, by fax or in another form as agreed in the relevant Settlement Bank Agreement, that such payment has been made by book transfer;
	(l) in respect of a Custody Cash Transfer, the time at which the Custodian gives confirmation to the Clearing House by SWIFT or, in the event of a failure of the SWIFT system or access to the SWIFT system failing, by fax or in another form as agreed in the Custody Agreement of such debit of cash from the account of the Clearing House with the Custodian;
	(m) in respect of a Reinvestment Cash Transfer, the time at which the Cash Reinvestment Agent gives confirmation to the Clearing House by SWIFT or, in the event of a failure of the SWIFT system or access to the SWIFT system failing, by fax or in another form as agreed in the Cash Reinvestment Agreement of such credit of cash to the account of the Clearing House or such other account as instructed by the Clearing House;
	(n) in respect of a Settlement Out, the time at which the Agent Bank gives confirmation to the Clearing House by SWIFT or, in the event of the SWIFT system or access to the SWIFT system failing, by fax or in another agreed form between the Clearing House and the Agent Bank, that such payment has been made;
	(o) in respect of a Settlement In, the time at which the Agent Bank gives confirmation to the Clearing House by Swift or, in the event of a failure of the SWIFT system or access to the SWIFT system failing, by fax or in another form agreed between the Clearing House and the Agent Bank, of receipt of such money in the Clearing House’s account at the Agent Bank;
	(p) in respect of a CLS Transfer, the time at which the transfer order in the CLS System which includes the CLS Transfer is specified as being irrevocable by the rules of the CLS System.
	10.4.2 A Transfer Order shall not be revoked or purport to be revoked by any Participant (or any insolvency practitioner appointed in relation to the Participant), and shall be binding on all such persons, after the times specified in this Rule 10.4 as being the time at which such Transfer Order becomes irrevocable. 
	10.4.3 If two or more Transfer Orders exist in respect of the same obligation before becoming irrevocable, all such Transfer Orders shall be valid. No duplication of an obligation to pay should be considered valid and two or more Transfer Orders should not be considered as duplicate solely on the grounds that they relate to the same obligation.

	10.5 Further provisions on Transfer Orders 
	10.5.1 No Transfer Order shall arise, enter the Designated System or become irrevocable except as set out in the Settlement Finality Rules.
	10.5.2 A Transfer Order and the provisions relating to it under this Chapter 10 of the Rules are not dependent on the validity of the Contract to which it relates. 

	10.6 Provision of Information 
	10.6.1 The Clearing House and any Participant must provide, upon payment of a charge as may be required by the Clearing House or a Participant, the following information to any person who requests it, save where the request is frivolous or vexatious, within fourteen (14) days of a request being made:
	(a) details of the Designated System; and
	(b) information about the main rules governing the functioning of the Designated System.

	10.6.2 The Clearing House will provide a copy of the information referred to in Rule 10.6.1 to any Clearing Member upon request. 
	10.6.3 Each Participant will provide to the Clearing House such information as the Clearing House may reasonably require from time to time in order to meet its obligations as operator of the Designated System.

	10.7 Notice to the Bank of England
	10.7.1 Each Participant shall notify the Chief Operating Officer of the Clearing House, and the Manager of the Payment Systems Oversight Financial Resilience Division of the Bank of England forthwith in the event that:
	(a) a creditors’ voluntary winding up resolution is passed in respect of the Participant; 
	(b) a trust deed granted by the Participant becomes a protected trust deed; or
	(c) any analogous event occurs in respect of the Participant under the laws of a jurisdiction other than England.

	10.7.2 Any such notice shall be given in writing and delivered in person or sent by recorded or special delivery post to the recipient. If delivered in person, it shall be deemed to be given when left at the relevant address. If sent by recorded or special delivery post, it shall be deemed to be given two Business Days after posting.
	10.7.3 The addresses for notices are set out below:


	CHAPTER 11CONTRACT PERFORMANCE
	Cash Settlement
	11.1.1 A Contract shall be settled in cash on its expiration if pursuant to the applicable Contract Specification there is an obligation to make or receive a payment in cash.
	11.1.2 Where a Clearing Member enters into a Contract subject to cash settlement and such Contract is not closed out prior to its expiration, the Clearing Member with an obligation to make a payment under the Contract shall pay all amounts due in accordance with the Contract Specification and the applicable Procedures.

	11.2 Physical Delivery
	11.2.1 A Clearing Member shall have in place all necessary arrangements with delivery facilities and/or settlement agents as described in the Procedures and/or the Contract Specification to facilitate the delivery of the underlying commodity, asset or instrument before the Clearing Member is eligible to clear a Transaction subject to physical delivery with the Clearing House. 
	11.2.2 A Contract shall be subject to physical delivery on its expiration if pursuant to the applicable Contract Specification there is an obligation to make or to take delivery of a commodity, asset or other such instrument, as described in the relevant Contract Specification.
	11.2.3 Where a Clearing Member enters into a Contract subject to physical delivery and such Contract is not closed out prior to its expiration, the Clearing Member shall be liable to make delivery or receive delivery, as appropriate, of the commodity, asset or other such instrument and/or to make any corresponding cash payment in accordance with the Contract Specification and the applicable Procedures.
	11.2.4 Where a Clearing Member enters into a Contract subject to physical delivery, the Clearing Member shall provide to the Clearing House all information relating to delivery facilities, locations, accounts and other relevant information as requested by the Clearing House to be used to fulfil delivery, as set out in the applicable Procedures.
	11.2.5 Where a Contract is subject to physical delivery, the Clearing House may require such Contract to be settled in cash instead at a price determined by the Clearing House acting reasonably, if the Clearing House believes such action is necessary to protect the integrity of the Clearing House.
	11.2.6 Where a Contract is subject to physical settlement, the Clearing House may, notwithstanding Chapter 9 of this Rulebook, impose a fine on a Clearing Member in respect of a delivery failure. Details of when such fines may be imposed and the level of such fines are set out in the relevant Procedure.
	11.2.7 Where a Contract is subject to physical delivery, the Clearing House may, in its sole discretion, delay the performance of its delivery obligations until it has received the required amount of the relevant asset to be delivered from another Clearing Member.

	11.3 Delivery Obligations
	11.3.1 Except in relation to FX Obligations, the Clearing House may in accordance with the relevant delivery Procedures:
	11.3.2 Delivery in accordance with directions given by the Clearing House pursuant to Rule 11.3.1 will satisfy the performance of the delivery obligations of:
	11.3.3 Any information that is provided to a Clearing Member in order to facilitate a delivery in accordance with Rule 11.3.1, including the subject matter of the Contract, the identity of the other Clearing Member and the value of the delivery, may only be used by the Clearing Member for the sole purpose of making the delivery as directed by the Clearing House. The Clearing Member consents to the publication of any such information on the Website.

	11.5 Option Premium
	11.5.1 A Clearing Member entering into a Transaction in respect of an option with an obligation to pay shall pay the option premium amount in accordance with the Contract Specification.

	11.6 Delivery Failure 
	11.6.1 A Clearing Member shall ensure that any settlement and/or delivery obligations in respect of a Contract shall occur in accordance with the timings as described in the Contract Specification and the relevant Procedure.
	11.6.2 In the event a Clearing Member fails to perform its delivery obligations to the Clearing House or another Clearing Member:
	(a) the Clearing Member shall indemnify the Clearing House in accordance with Rules 2.3.1, 2.3.2 and 11.6.3(b); 
	(b) the Clearing House will not return any Collateral held in respect of the relevant Contract(s) until the Clearing Member’s obligations to the Clearing House or (in the discretion of the Clearing House) to the other Clearing Member in respect of the Contract have been satisfied;  
	(c) the Clearing House may declare an Event of Default in accordance with Rule 8.2.1; 
	(d) the Clearing House may, at its absolute discretion, take any other action as it deems appropriate to remedy the delivery failure at any stage (including but not limited to the right to purchase or sell, as applicable, the commodity, asset or other instrument subject to delivery); and
	(e) the Clearing House may require the Clearing Members to take the actions set out in Rule 11.6.6.

	11.6.3 Without prejudice to the generality of Rules 2.3.1 and 2.3.2, in the event that there is, in the reasonable opinion of the Clearing House, a delivery failure in respect of a physically settled Contract or part thereof:
	(a) the sole obligation of the Clearing House to the Clearing Member whose actions or omissions did not cause or contribute to the delivery failure is to pay an amount equal to the loss suffered by such Clearing Member, after such Clearing Member has used reasonable endeavours to minimise the loss, which shall not exceed the aggregate of:
	(i) (A) the spot FX price of the delivery asset (for Exchange Contracts that are FX Contracts) or the reasonable mark-to-market value of the delivery asset (for other physically settled Contracts) at the earliest time the delivery obligations in respect of a Contract could be concluded by the Clearing Member following awareness that a settlement failure has occurred or is significantly likely to occur as reasonably determined by the Clearing House; less (B) the final settlement price of such Contract as determined on the expiry day of such Contract; and
	(ii) in the discretion of the Clearing House, any expenses incurred by the Clearing Member in converting the original delivery asset of such Contract, as the Clearing House considers are reasonably incurred,

	the result being the Replacement Cost; and
	(b) the Clearing Member whose actions or omissions did cause or contribute to the delivery failure shall indemnify the Clearing House for the loss suffered by the Clearing House, which the Clearing House may determine to be an amount equal to the Replacement Cost which it owes a corresponding Clearing Member. 

	11.6.4 The Clearing House shall not:
	(a) make or accept delivery of the actual asset that is the subject matter of the contract; or
	(b) pay any damages relating to the accuracy, genuineness, completeness, or acceptability of certificates, instruments, warehouse receipts, shipping certificates, or other similar documents.

	11.6.5 Notwithstanding any provisions in the Rules, including Rule 11.6.3, if:
	(a) the Clearing Member fails to notify the Clearing House of the delivery failure no later than the time specified in the relevant delivery Procedure for such notification; or
	(b) with respect to Contracts where delivery obligations are fulfilled directly between Clearing Members in accordance with Rule 11.3, 11.4 and the Procedures either:
	(i) if the original settlement procedure had anticipated settlement through the CLS System, settlement failure was caused by the CLS System; or
	(ii) if the Clearing Members had agreed an alternative settlement procedure prior to becoming aware that a settlement failure had occurred or was significantly likely to occur, they did not obtain the prior consent of the Clearing House to such alternative settlement procedure,
	(A) a Clearing Member shall have no recourse against the Clearing House in relation to a Contract under which the Clearing House has not fulfilled its delivery obligations; and
	(B) the Clearing House shall have no liability for any losses suffered or costs incurred by a Clearing Member or any other person arising out of or connected to the Clearing House’s failure to fulfil a delivery obligation including any Replacement Cost.



	11.6.6 In the event of a delivery obligation failure, the Clearing House may, at its sole discretion:

	11.7 Delivery Failure – FX Obligations and Defaulting Clearing Members
	11.7.1 This Rule 11.7 applies only to the extent that all of the following are satisfied:
	11.7.2 Notwithstanding any other provision of the Rules or otherwise, the only obligations and liability of the Clearing House under or in relation to a FX Obligation, an FX Contract to which a FX Obligation relates or a Temporary Contract is contained in this Rule 11.7. However, the Clearing House may exercise alternatively or additionally any rights (and shall have the protections) under this Chapter 11 and otherwise.
	11.7.3 Promptly after issue of the relevant Declaration of Default, the Clearing House shall:
	11.7.4 To obtain Matching Collateral of the Defaulting Clearing Member, the Clearing House may exchange at a market rate determined by it:
	11.7.5  At the Step-in Time, automatically and without any further action:
	11.7.6 A Relevant FX Clearing Member may enter into any spot or future to replace Unsettled FX Obligations (each a Replacement Transaction) and, if it does, it shall provide to the Clearing House evidence acceptable to the Clearing House (acting reasonably) of the existence and terms of such Replacement Transaction and when it was executed.  The Clearing House shall, at the request of the Relevant FX Clearing Member, use reasonable endeavours to assist in arranging any Replacement Transaction before the Settlement Deadline, but the Clearing House:
	11.7.7 If the acts or omissions of a Relevant FX Clearing Member did not cause or contribute to the delivery failure of the Defaulting Clearing Member, then (in consideration for the Termination Swap):
	(i) the Clearing House shall calculate the obligations that would have been owed between it and the Relevant FX Clearing Member if the relevant Unsettled FX Obligation had been settled in cash on the original due date for delivery; and

	11.7.8 If the acts or omissions of a Relevant FX Clearing Member cause or contribute to the delivery failure of the Defaulting Clearing Member, then the Relevant FX Clearing Member shall indemnify the Clearing House on demand for any loss, liability, cost or expense incurred by the Clearing House.


	CHAPTER 12REPORTING
	Regulatory reporting of Contracts
	12.1.1 The Clearing House will report its counterparty data and the common data relating to the conclusion, modification and termination of each Contract to the Trade Repository to satisfy its obligations under EMIR.
	12.1.2 The Clearing House will report to the Trade Repository the Clearing Member’s counterparty data (the Clearing Member Counterparty Data) and the common data (the Clearing Member Common Data) relating to the conclusion, modification and termination of each Contract to the Trade Repository on behalf of the Clearing Member provided that: 

	12.2 Opting out of the reporting service
	12.2.1 The Clearing House will not make the Clearing Member Reports on behalf of the Clearing Member if the Clearing Member gives written notice to the Clearing House in the prescribed form available on the Website stating that it does not want the Clearing House to do so. The Clearing House will be entitled to interpret any such notice as relating to the conclusion, modification and termination of all Contracts recorded in Accounts relating to the Clearing Member, including those so recorded at and following the Reporting Switch-Off Date until a subsequent Reporting Switch-On Date and shall not make Clearing Member Reports in respect of such Contracts for such period. The Reporting Switch-Off Date is such date as the Clearing House shall specify by written notice to the Clearing Member, which date shall not be later than 5 (five) Business Days from the date of receipt of the Clearing Member’s notice by the Clearing House. 
	12.2.2 If, having initiated a Reporting Switch-Off Date, the Clearing Member wants the Clearing House to make the Clearing Member Counterparty Reports in relation to Contracts credited to the Accounts relating to the Clearing Member in accordance with Rule 12.1.2, the Clearing Member will give written notice to the Clearing House in the prescribed form available on the Website stating that it wants the Clearing House to do so. The Clearing House will be entitled to interpret such notice as relating to the conclusion, modification and termination of all Contracts recorded in Accounts relating to the Clearing Member, including those so recorded at and following the Reporting Switch-On Date until a subsequent Reporting Switch-Off Date and shall make Clearing Member Reports in respect of such Contracts in accordance with Rule 12.1.2. The Reporting Switch-On Date is such date as the Clearing House shall specify by written notice to the Clearing Member, which date shall not be later than 5 (five) Business Days from the date of receipt of the Clearing Member’s notice by the Clearing House. 
	12.2.3 The Clearing House will not make the Clearing Member Reports on behalf of the Clearing Member if the Clearing Member does not satisfy the conditions in Rule 12.1.2 even if the Clearing Member has not given notice in accordance with Rule 12.2.1.

	12.3 No reporting by the Clearing Member
	12.3.1 In order to avoid duplication, unless the Clearing Member has notified the Clearing House in accordance with Rule 12.2.1 or failed to satisfy any of the conditions in Rule 12.1.2, the Clearing Member shall not report the Clearing Member Counterparty Data or the Clearing Member Common Data relating to any Contract to a trade repository.

	12.4 Contents of the reports
	12.4.1 The Clearing House shall make available on the Website details of the data that will be reported in each field of the Clearing Member Reports.

	12.5 Clearing Member responsibilities
	12.5.1 As a registered user of the Trade Repository, the Clearing Member may access all data reported to the Trade Repository by the Clearing House. It is the Clearing Member’s responsibility to check the Clearing Member Reports made to the Trade Repository by the Clearing House are accurate and complete in all material respects and, if they are not, to engage directly with, the Trade Repository to correct such data in accordance with the TR Rulebook. 
	12.5.2 If the Clearing Member corrects any Clearing Member Reports, it shall also notify the Clearing House. The Clearing House shall be entitled to use any such data for the purposes of future Clearing Member Reports but shall not be at fault if it fails to do so. 
	12.5.3 The Clearing Member remains responsible for the reporting of the Clearing Member Counterparty Data and the Clearing Member Common Data relating to each Contract in accordance with EMIR. The Clearing House shall be entitled to rely on the data in the Clearing System and any data received by the Clearing House from the Clearing Member for the purposes of making the Clearing Member reports. 

	12.6 Miscellaneous
	12.6.1 The Clearing Member acknowledges that the Clearing House is obliged to comply with the TR Rulebook in relation to its obligation pursuant to Rule 12.1.2.
	12.6.2 The Clearing Member acknowledges that the Clearing House may report to the Trade Repository:
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