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& CME Clearing Europe

27 October 2011

VIA E-MAIL

Mr. David Stawick

Office of the Secretariat

Commodity Futures Trading Commission
Three Lafayette Centre

11565 21st Street, N.W.

Washington, DC 20581

Re: Rule Certification. CME Clearing Europe limited. Submission # 11-395: Notification
Regarding the Addition of a London Gold Forward Contract for Clearing Through
CME ClearPort and the Addition of Associated New Rules to the CMECE Clearing
Rules and CMECE Clearing Procedures

Dear Mr, Stawick,

CME Clearing Europe Limited (“CMECE” or “the Clearing House”) is notifying the Commodity Futures
Trading Commission {“CFTC” or “Commission”) that it is self-certifying the addition of a new London
Gold Forward contract for submission for clearing through CME ClearPort beginning at 12:00
midnight on Sunday, November 13, 2011, for trade date November 14, 2011. The first delivery date
will be November 21, 2011.

The London Gold Forward contract will follow the same model as currently operates at CME Inc. and
will be physically settled. This will be the first physically settled contract that CMECE will clear and
therefore requires additional clauses to be added to the CMECE Clearing Rules and CMECE Clearing
Procedures. These are mainly set out in a new Chapter 11 in the Clearing Rules and a new ‘Delivery
Procedures’ section of the Clearing Procedures. The changes to the Rules and Procedures will be
effective from November 14, 2011.

The specifications for the London Gold Forward contracts are summarised below. Full details can be
found in the Appendix.1. The rule changes are set out in Appendix 2.

London Gold Forward

Description Physically delivered gold forward contract. Delivery occurs through unallocated
gold accounts at banks in London. Delivery takes place at the original agreed
transaction price.

Contract Size The contract size shall be one fine troy ounce, reportable in increments up to
three decimals, or one thousandth of one fine troy ounce (i.e. 0.001 fine troy
ounces).

Contract Days A valid delivery day shall be a day that is a business day in both London and New

York. London Gold Forwards shall be available for clearing for each valid delivery
day, from the next delivery day from the current date, to and including the day
that is ten calendar years from the ‘spot’ date {which is the day that is two valid
delivery days from the current date).

Quotation U.S. dollars and cents per fine troy ounce.
Minimum Price $0.001 per fine troy ounce.
Increment
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Last Trading Day Last business day prior to the contract delivery day
Contract Settlement Physically settled

Delivery Price and The Delivery Price shall be the agreed transaction price, and the Delivery Value
Delivery Value shall be such Delivery Price multiplied by the number of fine troy ounces to be
delivered.

Clearing Hours:
CME ClearPort: Sunday — Friday 6:00 p.m. — 5:15 p.m. (5:00 p.m. — 4:15 p.m. Chicago Time/CT) with a
45-minute break each day beginning at 5:15 p.m. (4:15 p.m. CT).

COMPLIANCE WITH CORE PRINCIPLES

An analysis of the Core Principles has been conducted by CMECE business and compliance staff. The

Core Principles set out below have been identified as potentially being impacted by the addition of

the new contract and the associated rule changes; however we have concluded that their ‘
introduction will not affect CMECE’s ability to comply with the Core Principles. We have not listed

the remaining Core Principles that, in our assessment, are unaffected.

FINANCIAL RESOURCES

CMECE meets the CFTC financial resources requirement and has default resources comprised of
initial margin, a Guarantee Fund and legal powers of recourse under which clearing members are
committed to provide additional funds if the Guarantee Fund is exhausted and losses remain
uncovered. The risk management team has determined that the default resources currently
available to CMECE are adequate and do not need to be increased as a result of introducing the new
London Gold Forward contract or the rule changes. The margin for these products will be called in
exactly the same way as for products already cleared by CMECE.

RISK MANAGEMENT

Through the collection of Margin under its Risk Management Procedures and the maintenance of
Guarantee Fund (including CMECE’s commitment to the Guarantee Fund), CMECE will possess
financial resources that, at a minimum, exceed the total amount that would enable CMECE to meet
its financial obligations to its Clearing Members, notwithstanding a default by the Clearing Member
creating the largest financial exposure for CMECE in extreme but plausible market conditions. The
adequacy of CMECE’s default resources are stress tested on a daily basis.

The London Gold Forward contract will not require any changes in staff resources or monitoring.
The risk management team has determined that the risk management procedures currently in place
are therefore adequate and do not need to be changed in any way. The margin for these products
will be called in exactly the same way as for products already cleared by CMECE.

SETTLEMENT PROCEDURES

The London Gold Forward contract will be the first physically delivered contract cleared by CMECE.
As a result, CMECE has established rules that clearly state each of its obligations with respect to
physical deliveries. These rules are asset out in the new chapter 11 of the rulebook and the new
Delivery Procedures. CMECE has also established internal Operating Procedures. The CMECE
Regulatory Compliance, Operations and Banking and Settlement teams have conducted an exercise
to identify potential risks that may arise from the physical delivery process. In order to ensure that
these risks are managed effectively, they are to be added to the internal operational risk controls
referred to in section IV.A of the DCO application letter.
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No opposing views have been expressed to CMECE by the governing board or committee members,
members of the entity or market participants.

Pursuant to Section 5¢{c)(1) of the Commodity Exchange Act (“Act”) and CFTC Regulation 40.6(a),
CMECE hereby certifies that the attached contracts comply with the Act, including regulations under
the Act.

CMECE certifies that this submission has been concurrently posted on the Clearing House’s website
at: http://www.cmegroup.com/market-regulation/rule-filings.htm| and
http://www.cmeclearingeurope.com/membership/notices.html,

CMECE shall provide, if requested by Commission staff, additional evidence, information or data that
may be beneficial to the Commission in conducting a due diligence assessment of the filing and
CMECE’s compliance with any of the requirements of the Act or the Commission’s regulations or
policies thereunder,

If you require any additional information regarding this action, please do not hesitate to contact me
on +44 20 3379 3136 or Anita.Collett@cmeclearingeurope.com.

Sincerely,

M'\'/‘J - 4\)
. )
;O

Anita Collett
Head of Regulatory Compliance

Enclosure
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APPENDIX 1
NEW COMMODITIES CONTRACT MODULE CHAPTER

Chapter 901

London Gold Forwards

90101. Description

90101.1 A London Gold Forward is a physically delivered gold forward contract. Delivery occurs
through unallocated gold accounts at banks in London. Delivery takes place at the
original agreed transaction price.

90101.2 The CME Clearing Europe commodity code shall be EGB.

90102. Contract Size

90102.1 The contract size shall be one fine troy ounce, reportable in increments up to three
decimals, or one thousandth of one fine troy ounce (i.e. 0.001 fine troy ounces).

90103. Contract Days

90103.1 In respect of London Gold Forwards, a valid delivery day shall be a day that is a business
day in both London and New York. London Gold Forwards shall be available for clearing
for each valid delivery day, from the next delivery day from the current date, to and
including the day that is ten calendar years from the ‘spot’ date (which is the day that is
two valid delivery days from the current date).

90103.2 Where the agreed delivery day of a London Gold Forward is subsequently determined
to fall on a day that is not a valid delivery day, the delivery day shall be the following
valid delivery day, unless such day falls in the calendar month following the calendar
month of the originally agreed delivery day, in which case the delivery day shall be the
preceding valid delivery day.

90104. Prices

90104.1 Prices shall be guoted in U.S. dollars and cents per fine troy ounce.

90104.2 The minimum price fluctuation shall be $0.001 per fine troy ounce,

90104.3 There shall be no maximum price fluctuation.

90105. Daily Settlement Prices




90105.1 The Clearing House shall establish settlement prices in respect of open positions for the
purposes of position valuation and variation margin calculation, as described in_the
Clearing Procedures.

90106. Termination of Trading

90106.1 Trade submission shall cease on the last business day prior to the delivery day.

90106.2 On the last trading day, as described in 90106.1, the final time for trade submission shal!
be 4:00pm (London time).

90107. Liguidation Prior to Delivery Day

90107.1 __ Prior to the delivery day, offsetting long and short positions may only be closed out
upon the request of the Clearing Member to the Clearing House, and in the manner
prescribed by the Clearing House.

90108. Delivery Price and Delivery Value

90108.1 The Delivery Price shall be the agreed transaction price, and the Delivery Value shall be
such Delivery Price multiplied by the number of fine troy ounces to be delivered.

90108.2 Notwithstanding 90108.1, the Clearing House may determine an alternative Delivery
Price and Delivery Value in order to facilitate the netting of multiple contracts. In such
cases however, the combined Delivery Value shall be the combined totals of the
Delivery Values of the constituent contracts {combined to reflect the long or short
nature of each constituent contract), and the revised Delivery Price applying to all

constituent contracts shall equal the combined Delivery Value divided by the net
number of fine troy ounces to be delivered.

90108.3 The Delivery Value shall be rounded to the nearest $0.01, or ih the case of an exact
uneven multiple of $0.005, to the nearest higher 50.01. Such rounding shall occur once
netting as described in 90108.2 has taken place.

90109. Delivery

90109.1 Contracts remaining open in respect of a specified delivery day shall result in the
delivery through book-entry transfer of gold in ‘unallocated’ form via an account
denominated in gold operated by a member of London Precious Metals Clearing
Limited. Such gold shall represent metal which meets or exceeds the standards of the
London Bullion Market Association within its Good Delivery Rules and Good Delivery
Specifications for ‘Loco London’ delivery. '

90109.2 On the last trading day, as described in 90106.1, by the time prescribed by the Clearing
House, Clearing Members having either open long or open short positions shall notify
the Clearing House of the following information:




1 Clearing Members having open long positions (buyers) shall provide the followin

information in respect of each open position in a manner prescribed by the
Clearing House:

{a)  the name and address of the long Clearing Member's bank used for the

acceptance of unallocated gold, and account number; and

(b) the name and address of the long Clearing Member's bank used for the

payment of US dollars, and account number.

(2)  Clearing Members having open short positions (sellers) shall provide the

following information in respect of each open position in a manner prescribedgy.
the Clearing House:

(a)  the name and address of the short Clearing Member's bank used for the

delivery of unallocated gold, and account number; and

(b) the name and address of the short Clearing Member's bank used for the

90109.3

receipt of US dollars, and account humber.

On the delivery day, Clearing Members having open short positions (sellers} shall

90109.4

authorise unallocated gold as specified in 90109.1 to be transferred to the account of
the Clearing House, by the time as prescribed by the Clearing House.

Subject to the notification to the Clearing House of all of the information specified in

90109.5

90109.2(2) and successful fulfilment of the transfers described in 90109.3, the Clearing
House shall transfer the Delivery Value to the account of the Clearing Member with the
open short position as provided in accordance with 90109.2(2)(b) by the time as
prescribed by the Clearing House, provided, however, that if the Clearing House is
unable to do so by such time as a result of circumstances beyond its control, it will do so
as soon as reasonably practicable.

On _the delivery day, Clearing Members having open long positions (buyers) shall

90109.6

authorise the payment of the Delivery Value, as described in 90108, by such method as
prescribed by the Clearing House to the account of the Clearing House, by the time as
prescribed by the Clearing House.

Subject to the notification to the Clearing House of all of the information specified in

90109.2(1) and successful fulfilment of the transfers described in 90109.5 the Clearing
House shall deliver unallocated gold to the account of the Clearing Member with the
open long position as_provided in accordance with 90109.2(1)(a) by the time as
prescribed by the Clearing House, provided, however, that if the Clearing House is
unable to do so by such time as a result of circumstances beyond its control, it will do so
as soon as reasonably practicable.

Last updated: October 2011




APPENDIX 2

CHANGES TO THE CMECE CLEARING RULES AND CMECE
CLEARING PROCEDURES

Additions are underiined, deletions are shown struek-through.

CHANGES TO THE CMECE CLEARING RULES

New definitions added to Chapter 1: Definitions and Interpretations

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;

LPMCL means London Precious Metals Clearing Limited;

Precious Metal means Gold;

RTH Settlement Cycle means a seftlement cycle as specified on our website at

www.cimeclearingeurope.com;

Settlement Agent for Gold means a bank which is a member of the L PMCL and acts as a
settlement and custodian bank _in relation to the delivery and safekeeping of allocated or

unaliocated Gold (as the context requires);

Unallocated Precious Metals Account means an account held with one of the members of

LPMCL for the purposes of holding unallocated Gold and shall include any sub-account opened
within it;

Change to Rule 2.3.4(h)

2.3.4(h) the acts or omissions of, or an Insolvency Event affecting, any third party including any
Settlement Bank, Custodian, Central Security Depository, settlement agent, provider of
data or other services or systems to the Clearing House, 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;




New Chapter 11

CHAPTER 11
CONTRACT PERFCRMANCE

14 Cash Settiement

11.4.1 A Cantract shall be seftled only in cash on its erpiration if pursuant to the applicabls
Contract Specification there is an abligation to make or recelve a pavmentincash,

1.2 Where a Clearing Memibar entars into & Contract subject to cash sefllement and such
Contract [s not closed out prior fo its expiration, the Cleadng Member with an obligation
to make a pavment undar the Contract shall pay all amounts due in accordance with the
Contract Specification and ths applicable Proceduras.

11.2 Physical Delivery

11.2.1 A Claaring Membar shall have In placs all necassary ariangsments with delivery
facilities and/or settterment agents as described in the Delivery Procedures andlar the
Contract Specffication to facilitate the delivery of ths undarlving commiodity. asset or
instrument before the Clearing hember Is eligible to clear a Transaclon subject to
phiysical delivery with the Clearing House.

11.2.2 A Contract shall be sublect to physical delivery on s sxpiration ¥ pursuant to the
applicabls Contract Specification thers is an obdigation to make or to take delivery of 3

commodity. asset or_other such instrument. as described in the refevant Contract
Specification.

11.3.3 Whete a Clearing Member enters into a Contract subjact to physical delivery and such
Confract s notf closed out grior to its expiration. the Clearing Membear shall be fiable to

make delivery or receive delivery. as appropdate. of the commodity. asset or other such

instrumsnt andior to make any corrasponding eash pavment In accerdance with the
Contract Specification andthe applicable Procedures.

1124 Where a Clsaring Membsr enters info a Contract sublsct to physical delivery, the

Clsarng Member shall provide to the Clearing House all information refating to dslivery
facilities. locations. accounts and othsar relevant infonmation as requastad by the Clearing

Houseto be usedto fulfil delivery, as set out inthe applicabils Procedures.

M3 Option Premium

11.3.1 A Clearing Member entering into a Transaction in respact of an option with an abligation
la pay shall pav the oplion premium amount in accordance with the Contract

Specification,




114 Delivery Failure

11.4.1 A Clearing Membar_shall ensure that any seftlenmsnt anddar defivery obligations In

respect of a Contract shall oceur in accordance with the timings as desciibed in the
Contract Specification.

11.4.2 In the event a Clearing Member fails to perfonn its delivery obligaticns fo the Clearing

[
s
b

|.

House:

(2} The Clearing Membesr shall indemnify the Clearing House in accordance with
Rules2.3.1and2.3.2:

(by The Clearing House may declare an Event of Default in accordance with Ruls
8.2.1:and

;

(¢} The Clearing House may. atits absolute discretion. take any other action as it

deems appropriate ta remedy the delivery failure at anv stage (including but not
limited ta the right to purchase or sell. as applicable. the commodity. asset or
otier such instrumant subjectto deliveryl.

3 Without prejudice to the generality of Rules 2.3.1 and 2.3.2. in the event a Clearing
Member falls to fulfil its specific delivery oblinations. the sole obligation of the Clearing
House is to pay reascnable damages proximately caused by such delivery obligation

fallure to Cleanng Members which are adversely affected by the delivery obligation
failure. in an amount which shall not exceed the difference between the delivery price of
the specific commedity and the reasonable market price of such commodity at the time
delivery s required gecording ta the Contract Spacification. The Cleadng House shall not
be obligedto:

(ay  makeoracceptdelivery of the actual commodity, or

by pay any damages relatiog to the accuracy. genuineness. completensss. or

acceptability of certificates. Instruments.  warehouse  raceipts.  shipping

certificates, or other similar documents,

11.4.4 Far the avoidance of doubt. the Clearing House's liability in refation to the delivery fallurs
* willbe limited tothose liakilities as set outin the Rules.
11.4.5 Motwithstanding anv provisions in the Rulgs, with respect to Centracts where delivery

obligations are fulfilled dirsctiy between Clearing Members in_accordancs with the
Frocedures. the Clearing House shall have no obligation or liahility to any Clearing
WMember or any other person relating to a failure fo fulfil a delivery abligation unless it is

notified by the Clearing Member that perfonned. or was in a position to perfam jts

delivery ohligations. that a failure occurred. as soon as possible. but in no event later
than sizty minutes after the time the delivery obligation was to have been fuffilled
accordingtothe Rules.




CHANGES TO CMECE CLEARING PROCEDURES

New Procedure

DELIVERY PROCEDURES

A. PRECIOUS METAL DELIVERY PROCEDURES

Introduction

These Precious Wetal Delivery Procedurss describe the delivery mechanics in respect of

physically deliverable OTC Gold Forward Contracts as set outin the Gontract Kodule and shall

applyio Clearing Menibers entering inte OTC Geld Forward Contracts with the Clearing House,

Deliveryis effectad by transferring unallocated Gold between the Unallocated Precious fetals

Accounts of Clearing Members and the Clearing House.

Operating Times

OTC Gold Farward Contracts can be accepted for clearing on any day Business Day.

Unallocated Precious Metals Accounts

Clearing Members shall open and maintain one ar more Unallocated Pracious Metals Accounts

in respect of unallocated Gold.

Clearing Members shall open and maintain Unallocated Preclous Matals Accounts for the

purposes of making delivery of unaliocated Gold o and taking delivery of unallocated Gold from
the relevant Unallocated Pracious idetals Account of the Clearing House. Clearing Members
shall provide the detalls of their Unallocated Precious Metals Accounts to the Clearing House
before entering into OTC Gold Forward Contracts with the Clearing House, Clearing Members

shall ensure thatthe Clsaring House holds accurate and up to date details of their Unallecated
Precious Ketals Accounts at all times.

The Clearing House shall open and maintain Unallocated Precious Metals Accounts for the

purpases of making delivery of unallocated Geold to andiaking deliverv of unallocated Gold from
the relevant Unallocated Precious hstals Account of the Clearing Member. The Clsaring
House shall provide details of its Linallocatad Precious ketals Accounts to Clearing Members
entering into OTC Gold Forward Contracts with the Clearing House

Claaring Wembers shall at all times complv with any applicable provisians of the LPAMGL. any

other applicable lenistation and any applicable requiremants. terms. conditions and procedures
of any relevant bank in performing its ohligations under OTC Gold Forward Contract. Each
Clearing Member shall obtain_and adequately maintain at all fimas such systems and
fechnology as may ke necessary in order 1o comply with such regquirenients.

Unallocated Precious KMetals Accaunts in respect of unallocated Gold shall he denominated in

fine trov ounces of geld (to three decimal spaces).

Each Clearing Member with a requirement to deliver shall ensure that all unallocated Gold

deliverad is free and clear of all Encumbrances,

Delivery Process

Deliveryunderan OTC Gold Forward Contract is effectad hvthe transfer of unallocated Gold in

accordance with the termis of that Contract fram the Unallocated Precious Matals Account of the
sellerfothe relevantUnallgcatad Precious Metals Account of the Clearing House and from the
relevant Unallocated Precious betals Account of the Clearing House to the Unallocated
Precigus Metals Account of the buyer,




4.2

In orderto sffectthe delivery of OTC GoldForward Contract, the buyer shall pay cash to the

e
Ca¥

ClearingHouse andsend a transfer instruction to its Setlement Agent far Gold in orcler fo
receive Goldinto its Unallocated Precious betals Account. The Clearing House must receive
such payment from the buver before the Clearing House authorises the transfer of Precious
Wetal fram its Unallocated Precious Metals &ccount to that of the buyer,

In orderto effectthe delivers of OTC Gold Forward Contract. the seller shall send a transfer

4.4

instreciionto its Setlementigent for Goldin order to aliow unallocated Gald to be transferred
from its Unallocated Precious Metals Account to that of the Clearing House, The Clearing
House must receive the Goldinits Unallocated Precious Metals Account before the Clearing
Houze authorises payment to the seller.

The detailed delivery timings are set out in paragraph & below and are subject to any

amendmenttothe operational arrangements ofthe Setffement Agent for Gold. The Clearing
House shall natife Clearing Members of anysuch amendments where such amendments are
known,

Offsefting positions foran Account or jts related sub-acoount are held open wntil deliversandall

open positions are netted during the delivery process. Forthe avoidance of doght, offsetting
positionsin the House &ccount orin the Mon-Seqrenated Client Account shall not be netted
against offsetting positions in the Seqregated Client Account,

In accordancs with the terms stipulated by the LPMCL, the Setilement Soent for Gold acting far

the Clearing House has resersedthe right o reverse provisional orerroneous entries credited to
the Unallocated Precious Metals Account of the Cleadng House. In such circumstances, the
ClearingHous e shall have the right toreverse or adiust any payments made inrespect of stch
entries and to dgive sych directions as appropriate to the Clearing Members who are
counterparties to the corresponding OTC Gold Forward Contracts,

Third Parties

51

All payments relating to OTC Gold Forward Contract shall be macle between the Clearing

LT
sl

Houze and the Cleannaliember, Fortheavoidance of doubt. the Cleaning House willnot make
any payments to Glients. The Clearno ilember should make separate arrangements for the
payment of cash between itself and its Clients in refation to OTC Gold Forward Contract,

Unless otherwiseinstructed, the Clearing House delivers Precious detal to, and receives the

[l
(28]

cdelivery of Preciovs Metal from. the Clearing hember's Unallocated Precious betals Account
forwhichthe detalls have been providedtothe ClearingHouse as described in paragraph 3.2
above. Inresped of Precious betals the CleanngHouse may accept delivery from. and make
deliveryio, Unallocated Precious Ketals Accounts of third parties notified by the Clearinig
Membertothe ClearingHouse, Third party Unallocated Precious Fetal Accounts may e usedl
forany Client sub-account, Far the avoidance of doubt, the Clearing fdember is at all times
respaonsivle farthe satisfactory performance of the OTC Gold Forward Contract {including
compleion of its and its nominated thircd parties' delivery and payment obligationsy, The
ClearingHouse hasno obligations or lisbilities under the Rules to any person otherthan a
Clearing hember,

The Clearinghiember shallnotifethe CleainqHouse of Unallocated Precious bietals Accounts

relatingto any Client sub-acoounts nolater than 18:00 howrs (Londan time) on the Business
Day prigr to delivery,

Delivery Timings

8.1

The Clearing House shall provide a repoi detaiting delivery abligations for sach Unallocated

Precious bietals Account of the Clearng kiemiber as soonas reasonably praclicalbile after 18:00
hours ibondontime’ onthe Business Day pdorto the delivery day, The report shall describe
netflows of cash and Precious betal relating to phy sically deliverable Precious hietal Contracts
of the Clearing kember at the sub-account level,




)

I~

TheClearingHouse shalls end a SWIFT message to the Clearing hember in respect of cash

and Precious Metal overnight prior to the delivery day,

For cash flows

pma]

A Clearing kemberwitha net requirementto pay cash to the Clearing Hovse shall

&

3.2

pay s ech cash from its Bank Accountio the bank account of the Clearing Houvse as
part of the RTH Setilement Cvcle but before D200 hours (London timel an the
delivery day,

For Clearing hiembers with a net requirement to receive cash from the Clearing

Lol
b ]

House:

iat wheresuch Clegring Member also has a net reguirement to deliver Precious
Wietal to the Unallocated Precious Metals sccount of the Clearing Houwse, the
ClearingHouse shall instruct itz bank to pay cash to the Bank Account of ihe
Clearing bember, vpon receipt of confirmation that Precious etal has leen
deliveredto the Unallocated Precious Metals Account ofthe Clearing House: or

(Y where sech Cleanng Member doez not slzo have & net requirement to deliver
Precious Metal to the Unallocated Precious Metals Account of the Clearing
Houze, the Clearing House shall instroect its bank to pay cash to the Bank
Account ofthe Clearingldember, noearliecthan 10:00 hours {Londan timel on
the delivery day.

Providedthat relevant Precious betal deliveries have been made by the Clearing

Iember to the ClearingHovse, the Cleanng House shall complete the pavment of
cash to the Bank Sccount of the Clearing Member, nolatertharm 14:00 hours {Londan
timel on the delivery day.

For Precicus [etal flows

B

4.1

A Clearing bember with s net requirement to deliver Preciovs betal to the

o
D

4.2

Unallocated Precious Metals Account of the Clearing House shall complete such
clelivery, orshallensurethat such celiveryis completec from the nominated il zamky
account, by 1300 hours fLondan time! on the delivery day,

For Clearing hiembers with a net reauirement bo receive Precious hetal fron the

\xa]

Clearing House:

tal where sych Glearing Member also has a net requirement to pay cash to the
Clearing House, the Clearing House shall deliver Precious hetal to the
Linallocated Precious Kietals Account of the Clearing bember, or its nominated
Hiirel parky account, upon receint of copfirmationthat cash has been paicl to the
bank account of the Clearing House: or

i where spch Cleadng Member does notalso have a netrequirement to pay cash
tothe ClearingHouvse the Clearing House shall cleliver Precious hietal to the
Unalocated Frecious etalz Acoount ofthe Clearing Idember, or its nominated
third party account. no earlier fan DS0D howrs {London timel on the delivery

clav.

Providedthat refevant cashpayments have been macde be the Clearing kMember i

the Clearing House, the Clearing Hauss shall complets the delivery of Precious Metal
tothe Unallocated Precious etals Accownt of the Slearno bMember, orits nominatec
third pady account. no later Hyan 18:00 howrs (London time} on the delivery cay,




7

Early Close-out Prior to Delivery Day

7.1

Wiiherethe Clearing Iember, orits Client, wishes to enter into a Transaction to close out g

position prortc s delivery date. the Clearing llember shallenter into an opposing Transaction
atthe sametransaction prics as the original position. Wheresuchapricedoesnotrepresent a
fairmarketvaleeforthe Transactionat thetime of Hie offsetting Transaction. an additional cash
paymentwill arise between the Clearing bember closing out and its trading eounterparty to
such Transaction.

Toensurethe early close put of positions. the Clearing bMember shall make a reguest to the

ClearingHotsethat such positions are closed out & the tims the offsetiing Transaction is
submitted for clearing and shall provide the following infocmation to the Clearing House:

.11 fhie Account and suh-account in which the Transactions bave been placed (the
offsefting Transacionmust be fn respect of the same Acoount and sul-account as fie
original positionl;

712 thetransaction identifisrs for the two offsetting Transactions;

7.1.2 fhieamount of Precious Retal to be clozed out (sulslect to the maximurn smount, being
the lower of the ten Transaction volumes}; and

7.1.4 theamount anddirsction of any additional cash payment being made between the
counterparties sntering indo the offsetting Transactions.

Such infarmation should lze prowvicled in writing by email  to

clearingsvppot@cmecleadndeurope. com. Slearing Members should in addition contact the
Clearing House by telephone to confirm instructions,

Where an additioral cash paymentis included. such payment may be made through the

Clearing House settlement eyele.

Ifthe cash payment is to be included in the Clearing House setlement cycle. the Clearing

House shall confimn psyment details witlithe countemarty Clearing Member. Positions will be
closed out oncethe cash pavment has been made in the setftement cycle,

fthe cash pavmentis natto beindudedinthe CleadnigHouse settlement cycte, the Clearing

Iéember shall provice verifiable informalion to the Clearing House demonstrating that such
payment has been made betweenthe counterparties. Positions will be closed out once the
cash pavment has been verified.




