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IFERC) Fixed Price Swap (XZW) for Clearing 
CME Submission No. 13-503  

 
Dear Ms. Jurgens:  
 
The clearing house division of the Chicago Mercantile Exchange Inc. (“CME Clearing”), a registered 
derivatives clearing organization (“DCO”), hereby notifies the Commodity Futures Trading Commission 
(“CFTC” or “Commission”) that it is accepting the Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price 
Swap (XZW) for clearing.   

The Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW) is an outright-price contract 
that is settled based on the Platts IFERC price associated with the Transco Zone 6 (New York) cash 
market location.  

According to Platts’ specification guide1 Transco Zone 6, with respect to the Transco Zone 6 Natural Gas 
(Platts IFERC) Fixed Price Swap (XZW), refers to natural gas deliveries from the Transcontinental Gas 
Pipe Line at the end of Zone 6 into city-gates downstream of Linden, N.J. for New York City area 
distributors.  CME Clearing is accepting the Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price 
Swap (XZW) for clearing pursuant to this submission, in accordance with the requirements of CFTC 
Regulation 39.5(b).   

 
Eligibility to Clear  
 
Regulation 39.5(b)(3)(i):  “A statement that the derivatives clearing organization is eligible to 
accept the swap, or group, category, type, or class of swaps for clearing and describes the extent 
to which, if the Commission were to determine that the swap, or group, category, type, or class of 
swaps is required to be cleared, the derivatives clearing organization will be able to maintain 
compliance with section 5b(c)(2) of the Act.” 
 
As contemplated by Commission Regulation 39.5(a)(1), the Transco Zone 6 Natural Gas (Platts IFERC) 
Fixed Price Swap (XZW) is a subset of one or more groups, categories, types, or classes of swaps that 
CME Clearing already accepts for clearing.  CME Clearing currently accepts for clearing physical-
commodity swaps that financially-settle to commercially acceptable, publicly accessible and timely 

1Platts Methodology and Specifications Guide, North American Natural Gas, 
http://www.platts.com/IM.Platts.Content/MethodologyReferences/MethodologySpecs/na_gas_methodolog
y.pdf (July 2013). 
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disseminated price series administered by major third-party price index providers.  These swaps include 
the following products:2   
 

CBOT AUD Chicago Soft Red Winter Wheat Swap (CAW) 
CBOT Dow-Jones UBS Commodity Index Excess Return 2-Month Forward Swap (DG2) 
CBOT Dow-Jones UBS Commodity Index Excess Return 3-Month Forward Swap (DG3) 
CBOT Dow-Jones UBS Commodity Index Swap (DGS) 
CME USD Malaysian Crude Palm Oil Calendar Swap (CPC) 
CME S&P GSCI Excess Return Crude Oil Swap (GCO) 
CME S&P GSCI Excess Return Gold Index Swap (GDI) 
CME S&P GSCI Enhanced Excess Return Swap (RRE) 
CME S&P GSCI Index Excess Return 2-Month Forward Swap (SE2) 
CME S&P GSCI Index Excess Return 3-Month Forward Swap (SE3) 
CME S&P GSCI Index Swap (SES) 
KCBOT AUD KC Hard Red Winter Wheat Swap (KAW) 
CBOT Wheat Calendar Swap (WCS) 
CBOT Corn Calendar Swap (CCS) 
CBOT Soybean Calendar Swap (SNS) 
KCBOT Kansas City Wheat Calendar Swap (KWS) 

 
The Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW), as a physical-commodity swap 
that is financially-settled to a commercially acceptable, publicly accessible and timely disseminated price 
series administered by a major third-party price index provider, is within a subset of one or more groups, 
categories, types, or classes of swaps that CME Clearing already accepts for clearing.3   
 
In addition, CME Clearing currently clears a group, category, type, or class of swaps that financially-settle 
to price series used to settle designated contract market (“DCM”) futures products.  These “look-alike” 
swap and DCM futures products include the CBOT Dow-Jones UBS Commodity Index Swap contract 
(DGS) and the Dow Jones-UBS Commodity Index Futures contract (AW).  The Transco Zone 6 Natural 
Gas (Platts IFERC) Fixed Price Swap (XZW) included in this submission is a look-alike swap that is 
financially-settled to an identical price series used to settle an exchange-listed and cleared futures 
contract, namely the New York Mercantile Exchange, Inc.’s (“NYMEX”) Transco Zone 6 Natural Gas 
(Platts IFERC) Fixed Price Futures contract (XZ).  As such, the Transco Zone 6 Natural Gas (Platts 
IFERC) Fixed Price Swap (XZW) comes within an additional subset of a group, category, type, or class of 
swaps that CME Clearing already accepts for clearing.   
 
For the above reasons, and pursuant to Commission Regulation 39.5(b)(3)(i), CME Clearing states that it 
is eligible to accept the Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW) for clearing. 
  
Statements and Information (Product Execution and Clearing)   
 
Regulation 39.5(b)(3)(ii) – “A statement that includes, but is not limited to, information that will 
assist the Commission in making a quantitative and qualitative assessment of the following 

2 Notably, CME Clearing currently accepts a series of S&P GSCI and Dow Jones-UBS commodity index-
based swaps for clearing.  These cleared swaps are based on multiple physical-commodity pricing 
components including natural gas and base metal pricing components. 
3 CME Clearing intends to use Platts Inside FERC (“Platts IFERC”) as the third-party reference in 
connection with determining final settlement for the Transco Zone 6 Natural Gas (Platts IFERC) Fixed 
Price Swap (XZW). The Platts IFERC assessments for the contract correspond to transactions effected 
through the New York Transco pipeline natural gas system.  Platts is one of the major price-reporting 
services used in the OTC market for pricing financial instruments, and the methodology utilized by Platts 
is well-known in the natural gas industry.  Platts has a long-standing reputation in the natural gas industry 
for price benchmarks that are fair and representative of cash market activity.  Information from Platts 
regarding its natural gas index methodology is included in Appendix 1-A (Platts, Methodology and 
Specifications Guide, North American Natural Gas). 
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factors:”  
 
“(A) The existence of significant outstanding notional exposures, trading liquidity, and adequate 
pricing data” 
 
“(B) The availability of rule framework…”  
 
Regulation 39.5(b)(3)(iii) – “Product specifications, including copies of any standardized legal 
documentation, generally accepted contract terms, standard practices for managing any life cycle 
events associated with the swap, and the extent to which the swap is electronically confirmable”  
 
Regulation 39.5(b)(3)(v) – “Pricing sources, models, and procedures, demonstrating an ability to 
obtain sufficient price data to measure credit exposures in a timely and accurate manner, 
including any agreements with clearing members to provide price data and copies of executed 
agreements with third-party price vendors, and information about any price reference index used, 
such as the name of the index, the source that calculates it, the methodology used to calculate the 
price reference index and how often it is calculated, and when and where it is published publicly”  
 
Statement on Outstanding Derivatives Notional Exposure 
 
Due to the lack of data on OTC derivatives transactions involving Transco Zone 6, CME Clearing is not 
able to estimate OTC derivatives notional exposure.  With respect to exchange-traded derivatives, the 
basis futures market for Transco Zone 6 is currently most active and relevant to assessing potential 
Transco Zone 6 notional derivatives exposure.  A Transco Zone 6 basis futures contract is priced as the 
Platts IFERC price index for Transco Zone 6 minus the final settlement price of the NYMEX Henry Hub 
Natural Gas Last Day Financial Futures contract (HH).  Basis futures contracts are listed by both NYMEX 
and ICE Futures U.S. (“ICE”).  As of October 16, 2013, total NYMEX and ICE Transco Zone 6 Natural 
Gas (Platts IFERC) Basis Futures open interest was 93,141 for contract month November 2013.  At a 
notional size of 2,500 million British thermal units (MMBtu) per contract, and using a NYMEX Transco 
Zone 6 Natural Gas (Platts IFERC) Fixed Price Futures contract (XZ) price of $3.809 per MMBtu, the 
Transco Zone 6 leg of the November 2013 basis futures contract approximately equates to a notional 
value of $887 million as of October 16, 2013.  
 
Statement on Derivatives Trading Liquidity 
 
To calculate the liquidity level for Transco Zone 6 Natural Gas (Platts IFERC) Fixed market, CME 
Clearing also relied volume data of Transco Zone 6 Natural Gas (Platts IFERC) Basis Futures. Table 1 
shows NYMEX and ICE volume for Transco Zone 6 Natural Gas (Platts IFERC) Basis Futures from June 
2013 to September 2013. The total volume averaged 48,709 contracts. 
 

Table 1:  NYMEX and ICE Volume for Transco Zone 6 Natural Gas (Platts IFERC) Basis Futures 
 

Month   NYMEX 
Volume    ICE Volume  

 Jun  932 75,299 

 Jul  - 34,917 

 Aug  264 54,929 

 Sep  - 28,493 
 
Statement on Pricing Data 
 
The value used to cash-settle the Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW) is 
the monthly Bidweek price associated with the New York Transco pipeline natural gas system.  Platts 
defines Bidweek as the last five business days of the month.  During that period, Platts collects 
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voluntarily-reported transaction information submitted by market participants regarding their next-month 
delivery of natural gas.  The Bidweek survey results are published in the Platts IFERC Gas Market 
Report.  The Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW) is cash-settled 
referencing the Bidweek price index alone.  The monthly Bidweek index underlying the Transco Zone 6 
Natural Gas (Platts IFERC) Fixed Price Swap (XZW) is computed by Platts as the volume-weighted 
average price based on the submitted physical market transactions that took place during that period at 
the New York Transco pipeline natural gas system.  Information from Platts regarding its natural gas 
index methodology is included in Appendix 1-A (Platts, Methodology and Specifications Guide, North 
American Natural Gas).    
      

 
         
 
Statement on Swap Product Rule Framework 
 
The Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW) will be listed for trading by the 
Swap Execution Facility Division of the Chicago Mercantile Exchange, Inc. (“CME SEF”).  In accordance 
with the listing of the Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW), CME SEF 
Rulebook Chapter 11 will be implemented through a separate submission.  That chapter is enclosed as 
Appendix 1-B. 
 
Swap Product Specifications 
 
As noted above, the Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW) will be listed 
for trading by CME SEF.  In accordance with this listing, CME SEF Rulebook Chapter 11, which includes 
the cleared product’s specifications, is being adopted in a separate submission and is set forth herein as 

4 
 



Appendix 1-B.  A summary of the product specifications for the Transco Zone 6 Natural Gas (Platts 
IFERC) Fixed Price Swap (XZW) are as follows: 
 
Contract Title: Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap  
 
Commodity Code: XZW 
 
Contract Size: 2,500 million British thermal units (MMBtu) 
 
Prices and Fluctuations: Prices shall be quoted in U.S. dollars and cents per MMBtu (minimum price 
fluctuation shall be $0.0001 per MMBtu) 
 
Settlement: The Floating Price for each contract month is equal to the price assessment, which is the 
Bidweek (average) price for Transco Zone 6 N.Y. published in the Platts’ Inside FERC (“IFERC”) Gas 
Market Report under the “Northeast” heading in the “Index” column of the table entitled "Market Center 
Spot Gas Prices" for the corresponding contract month. 
 
Termination of Clearing: Trading shall cease on the last business day of the month prior to the contract 
month. 

 
Listing Schedule: 36 consecutive calendar months on CME Globex and the current year plus the next five 
(5) years on CME ClearPort 

 
First Listed Month: December 2013 
 
Rule Chapter: 11 

 
Clearing Hours: CME ClearPort Sunday – Friday 6:00 p.m. – 5:15 p.m. New York Time with a 45-minute 
break each day beginning at 5:15 p.m. 
 
Pricing Sources, Models and Procedures  
 
The monthly Bidweek index underlying the Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap 
(XZW) is computed by Platts as the volume-weighted average price based on the submitted physical 
market transactions that took place during that period at the New York Transco pipeline natural gas 
system.   
 
In July 2003, Platts adopted a three-tier system grouping points in its monthly survey by the reported 
volumes and number of trades.  Tier 1 includes points with volumes of at least 100,000 MMBtu/day and at 
least 10 trades; Tier 2 includes points with volumes of 25,000 to 99,999 MMBtu/day and at least five 
trades; and Tier 3 includes points with volumes below 25,000 MMBtu/day and/or fewer than five trades.  
With regard to the cash markets underlying the subject swap, the location is considered liquid as Platts 
generally ranks this market in Tier 1 each month.  Platts subjects its collected data to a series of statistical 
tests to ensure the quality and completeness of the survey sample for each pricing point or geographical 
location.  These tests include: (i) the identification and consideration of anomalous or outlying 
transactions; (ii) a comparison of volume-weighted average prices for each data submitter; and (iii) the 
calculation of a number of overall measures of central tendency, including the volume-weighted average, 
the median, the simple average, the mode and the midpoint. 
 
Information from Platts regarding its natural gas index methodology is included in Appendix 1-A (Platts, 
Methodology and Specifications Guide, North American Natural Gas).       
 
The licensing agreement between Platts and CME is enclosed as Appendix 2-A and designated for 
confidential treatment. 
 
Statements and Information (Product Clearing)   
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Regulation 39.5(b)(3)(ii) – “A statement that includes, but is not limited to, information that will 
assist the Commission in making a quantitative and qualitative assessment of the following 
factors:”  
 
“(B) The availability of rule framework, capacity, operational expertise and resources, and credit 
support infrastructure to clear the contract on terms that are consistent with the material terms 
and trading conventions on which the contract is then traded”  
 
“(C) The effect on the mitigation of systemic risk, taking into account the size of the market for 
such contract and the resources of the derivatives clearing organization available to clear the 
contracts” 
 
“(D) The effect on competition, including appropriate fees and charges applied to clearing” 
 
“(E) The existence of reasonable legal certainty in the event of the insolvency of the relevant 
derivatives clearing organization or one or more of its clearing members with regard to the 
treatment of customer and swap counterparty positions, funds, and property”  
 
Regulation 39.5(b)(3)(iv) – “Participant eligibility standards, if different from the derivatives 
clearing organization’s general participant eligibility standards” 
 
Regulation 39.5(b)(3)(vi) – “Risk management procedures, including measurement and monitoring 
of credit exposures, initial and variation margin methodology, methodologies for stress testing 
and back testing, settlement procedures, and default management procedures” 
 
Regulation 39.5(b)(3)(vii) – “Applicable rules, manuals, policies, or procedures” 
 
Statement on Clearing Rule Framework 
 
In general, the clearing rule framework governing the clearing of the Transco Zone 6 Natural Gas (Platts 
IFERC) Fixed Price Swap (XZW) can be found in Chapter 8 (Clearing House and Performance Bonds) of 
the CME Rulebook. Chapter 8 of the CME Rulebook is enclosed as Appendix 1-C.  Also relevant to the 
rule framework is the CME Clearing House Manual of Operations, a copy of which is enclosed as 
Appendix 2-B and designated for confidential treatment.   
 
Statement on Operational Expertise, Resources, and Credit Support Infrastructure 
 
The document entitled CME Clearing Financial Safeguards contains information regarding CME 
Clearing's capacity, expertise, resources and financial safeguards system.  A copy of that document is 
enclosed as Appendix 1-D.    
 
Statement on the Mitigation of Systemic Risk 
 
As a central counterparty, CME Clearing interposes itself between counterparties to the swaps (and other 
derivatives products) that it clears, becoming the buyer to every seller and the seller to every buyer. For 
each swap that it clears, CME Clearing provides all clearing house services, including a mark-to-market 
function. Depending upon the particular asset class, CME Clearing may standardize contract-critical 
dates (e.g., start dates, last trade dates, expiry dates) and other contract terms. This may enable 
customers who hold positions to liquidate or to adjust positions simply by buying back or selling the 
relevant contracts.  
 
The benefits associated with clearing physical-commodity swaps and the Transco Zone 6 Natural Gas 
(Platts IFERC) Fixed Price Swap (XZW) are considerable and include: 
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Centralized clearing – Clearing physical-commodity swaps through CME Clearing allows market 
participants to free up counterparty credit lines. The mark-to-market process employed by CME Clearing 
enhances customer risk management; 

 
Operational efficiencies – Centralized clearing of swaps reduces operational burdens in several ways. 
Standardization and centralized clearing enables consolidation of collateral management and cash flows 
and eliminates the need for novations or tear-ups; and 

 
Ease of position adjustment – In non-cleared markets, the only means to completely eliminate the risk of 
a swap is to (i) enter into a tear-up agreement with the swap counterparty, or (ii) enter into a novation 
(i.e., find another entity willing to assume its side of the swap). In either case, the tearup or the novation 
must be approved by the bilateral swap counterparty. For most asset classes, central clearing may be 
used to offset by a contra trade. 
 
As further described in the enclosed CME Clearing Financial Safeguards (Appendix 1-D) and as reflected 
in the enclosed Clearing House Manual of Operations (Appendix 2-B, designated for confidential 
treatment), CME Clearing has the necessary resources available to clear the Transco Zone 6 Natural Gas 
(Platts IFERC) Fixed Price Swap (XZW).  With respect to the margining of the Transco Zone 6 Natural 
Gas (Platts IFERC) Fixed Price Swap (XZW), please see document entitled CME SPAN, which is 
enclosed as Appendix 1-E.  
 
Statement on Competition and Appropriate Fees and Charges 
  
CME Clearing’s margin and guaranty fund computations, fees and charges are appropriately set and 
account for the risk brought to the clearinghouse.   
 
Statement on Legal Certainty and Insolvency 
 
The bankruptcy of a DCO is governed by subchapter IV of Chapter 7 of the U.S. Bankruptcy Code (11 
U.S.C. §§ 761-767), and by Part 190 (Bankruptcy) of the Commission’s regulations.   Also relevant in the 
event that CME Clearing were to enter into bankruptcy proceedings is CME Rule 818 (Close-Out Netting) 
included in Chapter 8 (Clearing House and Performance Bonds) of the CME Rulebook.  CME Rule 818 
(Close-Out Netting) is included in CME Rulebook Chapter 8 (enclosed as Appendix 1-C). 
 
The bankruptcy of a clearing member that is a U.S. futures commission merchant ("FCM") would be 
governed by subchapter IV of Chapter 7 of the U.S. Bankruptcy Code (11 U.S.C. §§ 761-767) and Part 
190 (Bankruptcy) of the Commission’s regulations.  If an FCM is registered as a broker-dealer, certain 
aspects of its insolvency proceeding may also be governed by the Securities Investor Protection Act.  For 
further details regarding the legal certainty provided under the relevant U.S. insolvency laws, please see 
CME Clearing Financial Safeguards, enclosed as Appendix 1-D. 
 
Participant Eligibility Standards  
 
Clearing member participation standards are set forth in the following documents:  (i) Requirements for 
Clearing Memberships and (ii) Clearing Membership Handbook.  These documents are enclosed in 
Appendix 1-F. 
 
Risk Management, Rules, Policies and Procedures 
 
Matters related to risk management and applicable rules, manual, policies and procedures are specifically 
discussed in CME Clearing’s Annual Compliance Report (Fiscal Year 2012), which is enclosed in 
Appendix 2-C and designated for confidential treatment. 
 
Please see discussion above and the following documents: 
 

7 
 



CME Rulebook Chapter 8 (Appendix 1-C);    
 
CME Clearing House Manual of Operations (Appendix 2-B, designated for confidential treatment); 
 
CME Clearing Financial Safeguards (Appendix 1-D); and 
 
CME SPAN (Appendix 1-E). 
 
Communication to Members Regarding this Submission 
 
Regulation 39.5(b)(3)(viii) – “A description of the manner in which the derivatives clearing 
organization has provided notice of the submission to its members and a summary of any views 
on the submission expressed by the members (a copy of the notice to members shall be included 
with the submission.” 
 
CME Clearing has posted this submission (absent confidential materials) on the CME website 
at http://www.cmegroup.com/market-regulation/rule-filings.html. 
 
As set forth above, CME Clearing hereby notifies the Commission that it will be accepting the Transco 
Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW) for clearing.  CME Clearing is accepting the 
Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap (XZW) for clearing pursuant to this 
submission, in accordance with the requirements of CFTC Regulation 39.5(b).   
 
If you require any additional information regarding this action, please contact me at 212-299-2200 
or Christopher.Bowen@cmegroup.com, or John McKinlay at John.McKinlay@cmegroup.com and 
reference CME Submission No. 503 in any related correspondence.  
 

Sincerely, 
 
 
 
/s/ Christopher Bowen  
Managing Director and Chief Regulatory Counsel 

 
Enclosures: 
 
Appendix 1-A: Platts, Methodology and Specifications Guide, North American Natural Gas 
Appendix 1-B: CME SEF Rulebook Chapter 11 
Appendix 1-C: CME Rulebook Chapter 8 (Clearing House and Performance Bonds)  
Appendix 1-D: CME Clearing Financial Safeguards 
Appendix 1-E: CME SPAN 
Appendix 1-F: Requirements for Clearing Memberships and Clearing Membership Handbook 
 
Appendix 2-A: Licensing agreement between Platts and CME (designated for confidential treatment) 
Appendix 2-B: CME Clearing House Manual of Operations (designated for confidential treatment) 
Appendix 2-C: CME Clearing’s Annual Compliance Report, Fiscal Year 2012 (designated for confidential 
treatment) 
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APPENDIX 1-A 
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METHODOLOGY AND SPECIFICATIONS GUIDE NOrTH AMErICAN NATUrAL GAS

2July 2013

IntroductIon

this statement of methodology for platts’ north american natural gas price indexes 
and assessments reflects core principles that long have provided the foundation 
for platts’ price reporting in north american gas markets. it also includes detailed 
information on the submission of price data from market participants, the formation 
of indexes and assessments, and the publication of index-related information, 
including volumes and deal counts.

platts’ methodology will continue to evolve as natural gas markets change. this 
update reflects the clarification of platts methodology regarding Canadian holidays 
that fall on mondays and its implications on the daily indexes for two western 
Canadian markets westcoast, station 2, and nw, Can. Brd. (sumas). detailed 
descriptions of all price locations are located in the appendix: definition of trading 
locations. a revision history, a cumulative summary of changes beginning with 
the first of two January 2011 updates, is included at the end of the appendix. the 
statement continues to incorporate price reporting standards that went into effect 
July 1, 2003, and also takes into consideration standards for price reporting stated 
in the Federal energy regulatory Commission’s July 24, 2003, policy statement on 
us natural gas and electricity price indexes (pl03-3).

if you have questions concerning reporting to platts or our statement of 
methodology, or would like to discuss any gas price reporting issues, please call 
or e-mail one of our editors: Brian Jordan, editorial director for north american 
natural gas and electricity markets, 202-383-2181 (brian_jordan@platts.com); tom 
Castleman, daily markets editor, 713-658-3263 (tom_castleman@platts.com); kelley 
doolan, monthly bidweek markets editor, 202-383-2145 (kelley_doolan@platts.
com); and mike wilczek, forward markets editor, 202-383-2246 (mike_wilczek@
platts.com).

platts has a Quality & risk management (Qrm) function that is independent of the 
editorial group. Qrm is responsible for ensuring quality and adherence to platts’ 
policies, standards, processes and procedures. the Qrm team conducts regular 
assessments of editorial operations, including checks for adherence to published 
methodologies.

platts discloses publicly the days of publications of its price assessments 
and indexes, and the times during each trading day in which platts considers 
transactions in determining its assessments and index levels. the dates of 
publications and the assessment periods are subject to change in the event of 
outside circumstances that affect platts’ ability to adhere to its normal publication 
schedule. such circumstances include network outages, power failures, acts of 
terrorism, and other situations that result in an interruption in platts’ operations 
at one or more of its worldwide offices. in the event that any such circumstance 
occurs, platts will endeavor, whenever feasible, to communicate publicly any 
changes to its publication schedule and assessments periods, with as much notice 
as possible.   

How tHis metHodology statement is organized

this description of methodology for natural gas indexes in north america is divided 
into five sections (i-v) that parallel the entire process of producing the benchmarks. 
a separate appendix is a list of definitions of the trading locations for which platts 
publishes daily, monthly bidweek and/or forward indexes and assessments. 

■■ part i describes what data goes into platts’ natural gas indexes and 
assessments, including details on what market participants are expected to 
submit, and the process for submitting data as well as the components of 
published data.  

■■ part ii describes the security and confidentiality practices that platts uses in 
handling and treating data.  

■■ part iii is a detailed account of what platts does with the data to 
formulate its daily, monthly bidweek and forward natural gas indexes and 
assessments, and includes descriptions of the statistical and editorial tools 
platts uses to convert raw data into indexes and assessments. this section 
also describes the process for screening outliers.

■■ part iv lays out the verification and correction process for revising published 
prices and the criteria platts uses to determine when it publishes a 
correction.

■■ part v explains the process for verifying that published prices comply with 
platts’ standards.

Part I: data qualIty and submIssIon

platts’ standards for data quality are at the heart of its process to produce reliable 
indexes and assessments and are designed to ensure that market participants 
provide complete and accurate information. 

to that end, platts’ standards call for formalized reporting relationships with market 
participants in which data is submitted from a central point in the mid- or back 
office (a segment of the reporting entity that does not have a commercial interest in 
the reported prices). the reporting entity must certify that it is making a good-faith 
effort to report completely and accurately and will have staff assigned to respond 
to questions concerning data submittals. the entity also is obligated to make 
reasonable efforts to inform platts in the case of any errors or omissions. 

daily and monthly bidweek price indexes are based on original reporting and do not 
incorporate publicly available price surveys. prices for those indexes are collected 
firsthand by platts from actual buyers and sellers.

data submitted to platts must be detailed, transaction-level data. Below is a 
summary of what should be reported. a platts sample reporting format is available 
upon request.  

platts strongly encourages companies to surpass minimum reporting requirements 
and to report transactions in addition to those required to create existing daily 
and bidweek indexes. as long as companies clearly define transactions by key 
attributes, including trade date, flow date(s), and whether a transaction is physical 
or financial, platts is able to sort transactional data and include the applicable deals 
in the relevant indexes and assessments.

For example, platts encourages companies to report on a daily basis all their 
forward deals, both financial and physical, beginning with balance-of-month 
transactions and extending out the forward curve. platts also encourages companies 
to report daily and monthly bidweek transactions at locations for which platts does 
not currently publish indexes or assessments. 
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Following are the minimum reporting requirements for the day-ahead and monthly 
bidweek indexes, plus information on the data platts seeks for balance-of-month 
and forward markets. 

wHat to report

■■ For the daily price survey, report each business day all fixed-price physical 
deals completed prior to the naesB nomination deadline (11:30 am Central 
prevailing time) for next-day delivery in north america. transactions done 
on Friday usually are for flow on saturday, sunday and monday inclusive. 
trading patterns may vary in the case of holidays or the end of a month that 
occurs on a weekend.

■■ For the monthly bidweek price survey, bidweek is defined as the last five 
business days of each month. For each day of bidweek, report all fixed-price 
physical deals negotiated that day for delivery throughout the next month. 
also report all physical basis deals in which the basis value is negotiated 
on one of the first three days of bidweek and the price is set by the final 
closing value of the near-month nymex futures contract plus or minus the 
negotiated basis. platts’ current policy is to use physical basis deals for 
points east of the rocky mountains, except in the permian Basin region at 
waha, el paso natural gas Co., permian Basin and transwestern pipeline 
Co., permian Basin.

■■ For the balance-of-month and forward markets, platts requests that 
companies report each business day all financial and physical forward 
transactions completed that day at all locations. those transactions should 
be included along with daily transactions in the report sent each day to 
gasprice_daily@platts.com.  

■■ platts expects reported data for the daily and monthly bidweek indexes to 
include all transactions done by the entity at all locations reported by platts, 
not a selective subset of those locations. 

■■ ?  price reports should be for deliveries into the pipeline, on a dry 
basis, and should specify the point of delivery. For market center locations, 
see point descriptions in the appendix. For daily and monthly bidweek 
transactions, platts also requests reports for points where it does not 
currently publish indexes or assessments. For those locations, use either the 
point’s common name or the pipeline and meter designation. if sufficient 
trading develops at a location and is sustained, platts would consider adding 
that pricing point to its list of reported points. in addition, information on 
deals at those points adds to platts’ understanding of the market.

■■ all transactions should be listed individually. in addition to the delivery 
point, specify the price ($/mmBtu or, inside Canada, C$/gigajoule), 
volume (mmBtu/day or gigajoule/day), source (company name), buy/sell 
indicator, trade date, start flow date, end flow date, counterparty name and 
intermediary name (broker or trading platform). For forward transactions, 
also include whether a transaction is financial or physical. Because the 
gas industry currently lacks consensus on the issue of counterparties, 
platts for now will accept and use data that does not include counterparty 
information. However, platts firmly believes that counterparty data is the 
best single way to verify reported transactions, and platts encourages 

market participants that are not already reporting counterparties to initiate 
changes to agreements that may currently prevent them from doing so. 
platts reserves its right to refuse in the future to use data that lacks 
counterparties. 

■■ For the daily and monthly bidweek price surveys, financial deals should be 
clearly marked as such.

■■ For the daily and monthly bidweek surveys, platts’ policy is not to include 
so-called linked or prearranged spread trades between two parties. these 
trades are concluded as one leg of a transaction linked to a similar trade 
in another location. they are excluded because the two counterparties are 
transacting based on the difference between the two linked transactions 
rather than on the outright values at the locations. again, platts encourages 
companies to report these transactions, provided they are clearly labeled 
as one arm of a linked, spread transaction, in order for market editors to 
better understand market-value relationships, as well as to consider new 
benchmarks for the marketplace.     

■■ platts requests daily time stamps indicating when a transaction was made 
because they provide a clearer picture of the movement of prices through 
the trading period and provide another tool for evaluating data quality. 
However, platts understands that many market participants are currently 
unable to provide time stamps because deals are entered into trading 
systems in bulk after trading is completed rather than as each transaction 
occurs.

■■ in the event that a data provider has no trade information to submit, a 
notification stating that fact should be sent in.

How to report 

■■ reports should be compiled and sent to platts by a noncommercial 
department of the company. even in the case of small entities, FerC’s 
standards state that prices should be provided by individuals “separate from 
trading activities” such as accounting or bookkeeping staff. platts values the 
participation in its surveys of smaller market participants that may not have 
formal back-office or risk-management groups and will discuss with them 
ways to meet platts and FerC standards for assuring the quality of data 
provided to platts.

■■ platts should be provided at least two contacts (with phone numbers and 
e-mail addresses for both) who are responsible for submissions and can 
answer questions about reported transactions.

■■ reports should be sent electronically in either excel or Csv (comma 
separated values) formats. platts can provide reporting entities with a 
sample excel sheet showing the preferred format and the information 
needed for each transaction. 

■■ while electronic submission of data is the standard, platts will accept 
faxed reports in circumstances where e-mail transmission fails or is 
unavailable. reporting entities should be prepared in the rare cases of 
e-mail malfunctions to fax submissions to platts. the fax numbers are 713-
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658-0125 for the daily price survey and 202-383-2109 for the monthly price 
survey.

■■ Because of the fundamentally different nature of the gas forward daily price 
assessments, which are market-on-close assessments rather than traditional 
indexes (see Part III), market editors producing platts’ forward assessments 
may collect information on forwards prices and discuss market dynamics 
with market participants over the telephone.  

■■ reports for the daily price survey should be sent to gasprice_daily@platts.
com each day by 3:00 pm Central prevailing time. reports for the monthly 
price survey should be sent to gasprice_monthly@platts.com by 6:00 pm ept 
on each of the first four days of bidweek and by 2 pm ept on the final day 
of bidweek.

■■ if reporting entities are unable to compile the needed information by the 
platts deadline on a given day, they should notify platts editors of the delay 
and the length of the delay by either e-mail or phone. this will help platts 
editors decide whether to wait for the submission.

Part II:  securIty and confIdentIalIty 

platts has a long history of ensuring the security and confidentiality of price data, 
through both its information technology systems and its policies on access to the 
data. Following is a description of platts’ processes. 

■■ price data is e-mailed to specific platts e-mail addresses. e-mails to those 
addresses enter a secure network and are accessible only by market 
editors and designated administrators. encryption is available upon request 
of the reporting company. in the case of faxes, accepted only in unusual 
circumstances where e-mail fails or is unavailable, documents are stored 
and saved in compliance with platts’ record retention policies.

■■ data is entered into a proprietary software system designed specifically 
to store and analyze trade data and into customized excel spreadsheets 
accessible only by designated market editors.

■■ data is stored in a secure network, and under internal procedures audited 
and enforced by the platts compliance staff, is kept for a period of at least 
three years. 

■■ regular compliance examinations check for adherence to the parameters set 
forth in the platts Compliance plan, which seeks to ensure that reporters and 
editors adhere to published methodologies as well as internal standards that 
require accurate records are kept, in order to document a market reporter’s 
work. 

■■ price data is used only for constructing indexes and assessments. platts has 
a strict internal policy of never using price data from an individual source 
for news reporting purposes. platts news reporters do not have access to 
individual entities’ transaction reports. data aggregated from all reporting 
sources — e.g., changes in prices and trading volumes over time — may be 
used as the basis for news stories.

Part III: calculatIng Indexes and makIng 
assessments

For north american gas, platts publishes prices in three discrete markets: the day-
ahead, monthly bidweek and forward markets. prices are published in several ways, 
ranging from a daily data feed to a biweekly newsletter. platts’ prices are available 
to any party who subscribes to the publication or news service in which those prices 
are published. platts’ prices are copyrighted and may not be distributed or used for 
commercial gain by any third party without an explicit agreement with platts.

For the daily market, platts publishes three price components: the midpoint (the 
volume-weighted average), the common range and the absolute range. the daily 
midpoint, commonly called the gda (Gas Daily average), is the volume-weighted 
average of all the deals reported to platts for each point, excepting any outliers that 
are not used. the absolute range shows the absolute low and high of deals reported, 
excluding outliers that are not used. the common range is 50% of the absolute range 
and is built around the volume-weighted average, also known as the midpoint. 

midpoints (volume-weighted averages) for points for which no new data is received 
are not carried over from the previous day; when no data is received, the survey 
shows only dashes in the columns for midpoint, absolute and common range, 
volume, and deals. the daily survey relies solely on a volume-weighted average of 
reported transactions; no assessments using other factors are included. 

in the event of a Canadian holiday falling on a monday, for daily gas indexes for 
northwest, Can. Bdr. (sumas) and westcoast, station 2, deals done on the Friday 
trade date are usually for flow saturday-tuesday, depending on the observance of 
the holiday by trading companies. indexes for those locations based on deals done 
on Friday for saturday-tuesday flow would be published in monday’s edition and 
repeated in tuesday’s edition. should a market develop at these pricing points on 
the monday holiday, platts could use those monday trades for tuesday flow to 
formulate the index for tuesday publication, depending on the level of liquidity.

platts for years published electronically the daily volume at each reported point 
and since may 2003 has published those volumes in the newsletter version of gas 
daily. in august 2004 platts also began publishing daily the number of transactions 
at each point to increase transparency on the amount of trading activity.

a monthly average of the daily midpoints for each location is published in the next 
month’s Gas Daily Price Guide, a monthly supplement to Gas Daily. the monthly 
average of the daily midpoints is the simple average of the location’s daily midpoint 
for each day of gas flow during the delivery month. 

For the monthly bidweek market, platts publishes a range of reported prices, 
excluding outliers, and either an index or an assessment, as explained below. prices 
are published on the first business day of the month in which the gas will flow.

platts relies on straightforward quantitative analysis of the data in calculating 
indexes. For low-liquidity points where few or, in some cases, no transactions are 
reported, platts may perform assessments. those prices are clearly marked with 
an asterisk (*) to make clear an assessment process has been used. if insufficient 
market information is available at a point, platts does not publish a price (n.a.).

in July 2003, platts adopted a three-tier system grouping points in its monthly 
survey by the reported volumes and number of trades. the top tier includes points 
with volumes of at least 100,000 mmBtu/day and at least 10 trades; the second 
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tier includes points with volumes of 25,000 to 99,999 mmBtu/day and at least five 
trades; and the third tier includes points with volumes below 25,000 mmBtu/day 
and/or fewer than five trades. 

in august 2004, platts began publishing volumes and the number of transactions for 
points in tiers 1 and 2. Because of increased liquidity and data reporting by market 
participants, effective February 2007 platts added volumes and transactions for tier 
3 points as well. 

to provide more transparency on the formation of monthly bidweek indexes, platts in 
February 2005 began publishing a table in inside FerC’s gas market report that provided 
physical basis prices for points where physical basis deals were used and regularly 
reported. Beginning in February 2007, platts expanded the table to include all points for 
which physical basis transactions are used (even if none are reported that month) and 
also began publishing the table in the gas daily price guide, a monthly supplement to 
gas daily, as well as on its electronic news service, natural gas alert. the physical basis 
price table shows the volume, deal count, low price, high price, average price, and cash 
equivalent price for each point for which physical basis deals are used.   

For the daily forward market, platts publishes a daily market-on-close assessment 
and an associated range. the market-on-close assessments reflect values in the 
financial basis-swap market at various north american locations at the 2:30 pm ept 
close of open outcry trading of the new york mercantile exchange Henry Hub gas 
futures contract, which allows the assessments to line up and be compared with 
the nymex Henry Hub settlement prices. 

the daily forward assessments are fundamentally different from the daily and 
monthly bidweek indexes. they represent a value at the close of the market rather 
than a mathematically derived price representing market activity over a defined 
period of time, like the daily and monthly bidweek indexes. the purpose of the daily 
forward assessments is to increase transparency in forward markets and to provide 
the market with independently derived values as a tool for mark-to-market and 
general valuation purposes.  

daIly market

a formula is used to calculate the common range. in most markets, the formula 
establishes the common range at 50% of the absolute range and builds the range 
around the volume-weighted average price (the midpoint).  in the case of a point 
where a single price is reported and therefore there is no absolute range, a common 
range is not constructed. a volume-weighted price located more toward either end 
of the range may narrow the range further, as explained below. 

an example of a common range calculation: on a given day, the lowest price, or 
absolute low, reported at a point was $5.70 and the high was $5.92. the actual 
volume-weighted average was $5.843. the calculation follows this sequence:

 — the volume-weighted average is rounded to the nearest half-cent, so 
$5.843 becomes $5.845 (the midpoint).

 — the width of the absolute range is calculated, so $5.92-$5.70= $0.22; that 
figure is divided by 4, which produces an increment of .055.

 — that increment is subtracted and added to the rounded volume-weighted 
average to produce a common low and high; so, $5.845-$0.055= $5.79, and 
$5.845+$0.055= $5.90.

this procedure can be further refined by platts editors to prevent calculations that 
in rare circumstances might place the common low or high below or above the 
absolute range.

monthly market

the current format for the monthly survey has been in place since march 1986. 
platts has reported monthly index prices since January 1988. the monthly bidweek 
index is a single benchmark price designed to represent a central or average value 
for dealmaking during the bidweek period. 

a number of data sorts, statistical calculations and tests are performed on the 
collected transactional data. these typically include an analysis of the quality 
and completeness of each pricing point’s survey sample, the identification and 
consideration of anomalous or outlying deals, a comparison of volume-weighted 
average prices for each data submitter and the calculation of a number of overall 
measures of central tendency, including the volume-weighted average, the median, 
the simple average, the mode and the midpoint.

other statistical and analytical tools are also used to examine the reported data, 
including identification and consideration of the price series’ skew, its standard deviation 
and distribution, the relationship between series data and that of related trading points, 
and the track record of the survey participants reporting prices at the point.

in limited instances, when points are too thinly traded to permit use of the 
traditional index method, platts uses an assessment methodology. in those cases, 
in the absence of sufficient trade data to calculate a representative monthly index, 
platts will examine other market information to determine whether it can publish an 
assessment. if that is not possible, platts will publish no index price for the month, 
designated as “n.a.” except in the case of corrections (see Part IV), platts does not 
revise prices after the fact — once an n.a. is published for a month, no price will 
be published even if additional information is subsequently provided.

to derive the index, platts editors use volume-weighted averages as the foundation. 
at pricing points with robust dealmaking and a generally normal distribution curve, 
the index is the simple volume-weighted average. this applies to the large majority 
of bidweek indexes.

Because survey samples of reported trading at any individual pricing point can 
vary under different market conditions, the volume-weighted average alone is not 
always an adequate indicator of average dealmaking over the five-day bidweek 
period. survey samples can vary with participation levels and the completeness of 
data elements reported. in a thinner and/or very volatile market, a single party with 
one or two large-volume deals reported at an extreme end of the market’s price 
range can significantly move a volume-weighted average away from the average 
value at which most parties traded. in these situations, platts editors also consider 
the median of the price series, which tends to represent the centerpoint of trading 
better than the volume-weighted average. 

at points where trading is robust and the distribution of reported transactions is 
generally normal, the volume-weighted average and the median are usually aligned 
with each other. when the two measures significantly diverge, an analysis of the 
data set typically is performed to determine why. if the analysis finds that the 
characteristics of the survey sample are creating an unrepresentative skew of the 
volume-weighted average, either the median is used as the index or the average of 
the median and the volume-weighted average is used. 
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in the limited instances of thin, illiquid markets, the use of volume-weighted 
indexes may not be possible. platts believes that price assessments using available 
information other than reported transactions help provide market transparency. 
at such thinly traded or thinly reported points, defined as those with volumes 
below 25,000 mmBtu/day and/or fewer than five trades, platts editors make a 
determination whether the reported transactions reflect a representative central 
value for the bidweek time period based on current market conditions at the trading 
point and a comparison with other related and more deeply traded locations. if the 
reported data for such a point produces an average that substantially correlates 
with those of other related and more deeply traded points, platts will establish its 
index using just the reported data. 

if, however, the reported transactions at the illiquid point do not produce an 
average that substantially correlates with those at more liquid related points, 
then platts will make an assessment if adequate alternative market information is 
available on which to base an assessment. if insufficient other market information 
is available, platts editors may elect to publish no price for that point.

assessments, which are clearly designated by asterisks in price tables, may 
incorporate any transactional data reported or may be based solely on other 
information, including an analysis of bid/ask spreads, basis relationships to values 
at related liquid pricing points, implied physical values derived from financial swaps 
and derivative index deals, and daily market trading at the point during bidweek. 
assessments are based on objective factual information in addition to actual 
transactions, not on editors’ subjective judgments of where markets would have 
traded or industry participants’ opinions on prices.

forwards market

platts gas forwards prices provide the market with a daily assessment of values 
in the financial basis market at major pricing points in north america. trading 
generally is done for the balance of the month, for the prompt month, for nearby 
months, and for the season. standard products traded are for two seasons — 
summer (april through october) and winter (november through march). trades also 
are done for the balance of the current season.

Forward markets, other than the balance-of-the-month market, are commonly traded as 
a basis differential to the corresponding nymex Henry Hub futures contract — i.e., the 
closing price of that month’s futures contract for a specified month, or the average of 
the months that comprise a seasonal strip of futures contracts. (the exception is balance 
of the month, which is typically traded as a fixed-price swap rather than a financial 
basis swap.) depending on the location, the differential price may be a plus or minus 
to Henry Hub. prices are reported in us cents/mmBtu. in addition to a market-on-close 
assessment expressed as a basis differential, platts also publishes a range and a full-
value equivalent price (the corresponding nymex Henry Hub gas futures contract price 
plus or minus the basis differential). For balance of the month, which trades at a fixed 
price, platts also publishes both a full-value, fixed price and a price expressed as a basis 
differential to the platts Henry Hub balance-of-the-month assessment. 

editors use forward transactions and bids and offers as well as differentials to other 
trading locations. Bids and offers made and transactions done nearer the close 
receive greater weight in the assessment process than those from early in the day. 

assessments across the curve are in agreement. For example, the daily 
assessments for individual months should be consistent with and reflected in the 
balance-of-season assessment that includes those months. 

platts gathers information on the forward market through the non-commercial 
departments of companies as well as from traders and brokers active in the 
market. in addition, platts incorporates gas forward trading activity from 
intercontinentalexchange (iCe), including transactions and bids and offers. 

the curve is a subjective assessment of market activity and assessments are made 
even if there is no trading for a given market on that day.    

outlIers

to identify non-applicable outliers, transactions greater than two and three 
standard deviations from the data series’ mean are routinely flagged by platts’ data 
analysis systems. (standard deviation is a statistic that describes how tightly all 
data points are clustered around the mean in a set of data.) transactions that are 
outside what the editor has otherwise seen as the established range of trading also 
are flagged for additional examination.

transactions at prices more than two standard deviations from the mean are not 
necessarily out-of-market, distressed or inaccurately reported deals. platts often 
works with sets of data that are not normally distributed around the mean. this 
so-called “skew” of the normal distribution can reflect normal market activity 
in any given market, and prices of more than two standard deviations are not 
automatically discarded. when a transaction falls outside of three standard 
deviations from the price series’ mean, it receives greater scrutiny. when such a 
deal has a significant impact on the volume-weighted average, or when it reflects a 
value significantly outside the range of values seen in related markets (e.g., trading 
at nearby points or nymex values plus reported basis), platts editors routinely 
attempt to contact the reporting party for more specifics on the transaction, as 
described below. if a satisfactory answer cannot be obtained, editors may elect not 
to include the price in calculations.

among the tests used by platts editors to determine whether to use an outlying 
price when calculating prices to be published are:

■■ the direction and magnitude of the skew for the set of data, compared with 
how far beyond two standard deviations the transaction is.

■■ the completeness of transaction-specific information reported for the deal, 
including time stamp, buy/sell indicator and counterparty name.

■■ information from another party that verifies the deal, for example the 
reporting of the transaction by a named counterparty. 

■■ an explanation by the data provider of the market fundamentals accounting 
for the “outlier” nature of the deal. the explanation must also hold for 
transactions other than the potential outlier. 

■■ information, or lack of information, demonstrating that the deal was 
distressed, such as credit issues for either counterparty, or completion of the 
deal after the expiration of daily options.

■■ the record of the entity submitting the data. the most credible data 
providers are those that: have contacts designated to answer questions and 
inquiries on data submissions who are readily accessible and responsive to 
inquiries by platts editors; report every day or month and on time, and when 
problems arise that prevent reporting on time, notify platts of the delay 
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in a timely fashion; rarely make errors in data submissions and follow up 
quickly when errors are made; and submit reports that include few outliers, 
and provide explanations for the outliers at the time when the outliers are 
reported.

Part IV: VerIfIcatIon and correctIons

platts editors make their best efforts to verify the accuracy of prices based on 
information they have in hand when they must meet daily or monthly price reporting 
deadlines. as described in part iii, platts editors routinely contact data providers 
about transactions that raise questions and may request supporting information, 
such as counterparty, to verify the deal.

in cases where editors cannot obtain a satisfactory answer to their questions about 
an individual or series of transactions, they may choose to take their concerns to 
the entity’s chief risk officer or comparable senior official. if editors cannot resolve 
their concerns, they may opt to exclude the entity from participating in platts’ price 
surveys until senior company management provides sufficient reassurance that the 
entity is responsibly reporting full and accurate data. 

platts is committed to promptly correcting any material errors in published prices 
that result from human or computational mistakes. when corrections are made 
because of such errors, they are limited to corrections to data that was available 
when the index or assessment was calculated.

Because it is extremely important that platts’ reported prices provide certainty, 
after-the-fact revisions are not made for reasons other than human or 
computational errors. in particular, platts cannot revise indexes or assessments in 
cases where market participants submit new, as opposed to corrected, information 
that they want included in the published prices. allowing such revisions could open 
platts to a never-ending revision process as market participants continually come 
forward with more data.

errors in data submission discovered within 10 business days following the 
submission should be brought to the attention of the appropriate platts editor 
— listed in the introduction of this methodology — as soon as possible. data 
providers should have price-reporting processes in place that identify errors in 
data submittals within that 10-day period. data providers are not expected to 
monitor transactions beyond that 10-day period for purposes of reporting errors in 
submittals to platts, with one important exception. in cases in which a problem in 
a data provider’s reporting system has caused discrepancies between what it has 
reported to platts and what is in its books and records, the data provider should 
notify platts as soon as possible of the systemic problem, and steps being taken to 
correct it, regardless of the time elapsed.

errors that data providers should report to platts are limited to inaccuracies in the 
attributes (price, volume, location, etc.) at the time the transaction was done and 
reported to platts, and do not include operationally driven, after-the-fact changes 
in the nature of the transaction. For instance, if an interruption in transmission 
service forces two counterparties to alter flows and delivery points, platts does not 
consider those changes to be corrections so long as the price, volume, and location 
information originally reported to platts accurately reflected those attributes at the 
time the trade was made and reported to platts. 

if platts is notified of an error in a submission after a price is calculated and 
published, editors will determine the nature of the error, whether the erroneous 
data was used in calculating an index or making an assessment, the impact of 
the erroneous data if it was used and whether platts had in hand other data 
corroborating that the data should not have been included. the impact of the error 
also will be considered. if the removal of the data fails to make a material change 
in the index or assessment, no correction will be made.

in defining what constitutes a material change, in cases of computational and 
human errors on the part of platts or data providers, platts will consider three 
primary factors: the percentage change in the index or assessment; the number of 
business days since the price in question was published; and the liquidity of the 
trading point as reflected in the volumes reported to platts.

For example, an error resulting in a change of greater than 2% that is discovered 
within five business days of publication of a price for a high-liquidity point would be 
deemed material; an error resulting in a change of less than 0.5% that is discovered 
more than 10 days after publication of a price for a low-liquidity point would be 
deemed immaterial.  

in addition to the three principal factors used to determine materiality, platts also 
will consider other measures of the magnitude of the error, including: the absolute 
change in the price; the change in the range (low trade and high trade); the change 
in an index as a percentage of the range; the number of sources represented by 
the published price; the volume represented by the published price and the volume 
affected by the error; and the number of transactions represented by the published 
price and the number of transactions affected by the error.

Part V: Platts edItorIal standards

platts has in place a Code of ethics with which all of its employees, including its 
editorial staff, must comply. Components of the code specifically address standards 
for market reporting.

in addition, all platts employees must adhere to the mcgraw-Hill Companies’ Code 
of Business ethics. editors must re-sign each code annually. Company policies, 
among other things, prohibit editorial personnel and their spouses from trading in 
commodities or stocks, bonds or options of companies in the industry covered by 
their publication(s) and from dealing with outside parties in a manner that creates 
even an appearance of a conflict of interest. the mcgraw-Hill Companies’ Code of 
Business ethics reflects mcgraw-Hill’s commitment to integrity, honesty and acting 
in good faith in all its dealings. the platts Code of ethics is designed to ensure that 
platts information is the product of honest, fair and open reporting.

platts has an independent compliance staff whose function is to ensure that platts 
market editors follow the stated methodology, records retention policy and Code of 
ethics. in addition, the mcgraw-Hill Companies’ internal auditor, an independent 
group that reports directly to the parent company’s board of directors, reviews the 
platts compliance program.
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aPPendIx: defInItIons  
   of tradIng locatIons

platts recognizes the need for stability in the description and definition of its pricing 
point locations. at the same time, market dynamics warrant the periodic addition, 
deletion or change in pricing points. platts generally will not delete or change 
the description of a pricing point with less than 60 days’ notice, although it will 
consider adding or changing a point on shorter notice if market conditions require 
faster action. 

platts combined the Gas Daily and Inside FERC’s Gas Market Report daily and 
monthly price surveys in July 2002. the most recent change to the surveys took 
effect october 1, 2012, when platts added two locations in both the daily and the 
monthly bidweek spot-price surveys: texas eastern m-2, receipts and millennium 
pipeline, east receipts.. a revision history, a cumulative summary of changes 
beginning with the first of two January 2012 updates, is included at the end of the 
appendix.

price points common to both surveys and any differences in daily and monthly 
pricing methodology are noted in the descriptions.

points are arranged within three overall geographic regions – east, Central and 
west – and are alphabetical within each region and subregion.

east

northeast

algonquin, receipts (daily survey only)

deliveries into algonquin gas transmission from texas eastern transmission at 
the lambertville and Hanover, n.J., interconnects; from transcontinental gas pipe 
line at the Centerville, n.J., interconnect; from Columbia gas transmission at 
the Hanover, n.J., and ramapo, n.y., interconnects; from millennium pipeline at 
ramapo, n.y.; from tennessee gas pipeline at the mahwah, n.J., Cheshire, Conn., 
and mendon, mass., interconnects; from iroquois gas transmission system at the 
Brookfield, Conn., interconnect; and from maritimes & northeast pipeline at the 
Beverly, mass., interconnect.

algonquin, city-gates (daily and monthly survey)

deliveries from algonquin gas transmission to all distribution company city-gates 
in Connecticut, massachusetts and rhode island. 

columbia gas, appalachia (daily and monthly survey)

deliveries into Columbia gas transmission in eastern kentucky, eastern ohio, 
west virginia, pennsylvania, northern virginia and western new york. the 
appalachian pool for deliveries into Columbia begins downstream of the leach, 
ky., interconnection with Columbia gulf transmission; deliveries at leach are not 
included. Columbia gas operates supply pool and market-area storage facilities 
within this northern appalachia region, which also has local production. prices 
include deliveries systemwide at pools, interconnects and on-system points.

columbia gas, delivered (daily survey only)

deliveries from Columbia gas transmission to mid-atlantic city-gates in zones 1, 4 
and 10, which extend from the southern tip of new york south to the virginia/north 
Carolina border and encompass the western half of pennsylvania, maryland, new 
Jersey and the eastern two-thirds of virginia. zone 1 includes the eastern third of 
virginia and southern maryland; zone 4 includes eastern pennsylvania, new Jersey, 
delaware and the southern tip of new york (including new york City); and zone 10 
includes central virginia and northern maryland. this point was discontinued on 
aug. 1, 2004.

dominion, north Point (daily survey only)

deliveries into dominion transmission starting at the valley gate delivery point at 
the end of dominion’s south point system, about 40 miles northeast of pittsburgh in 
armstrong County, pa., and continuing north into new york and eastward across the 
state, crossing the Hudson river and terminating in rensselaer County, near albany, 
troy and schenectady, n.y. dominion north point has major interconnects with 
Columbia gas transmission, national Fuel gas supply, texas eastern transmission, 
transcontinental gas pipe line and tennessee gas pipeline. major compressor 
stations in the north point system include punxsutawney, ardell, Finnefrock, leidy, 
greenlick, ellisburg and sabinsville, pa.; and Harrison, woodhall, Borger and utica, 
n.y.

dominion, south Point (dominion, appalachia in monthly survey)(daily and 
monthly survey)

deliveries into two dominion transmission main lines: one runs northeast from 
warren County, ohio, midway between Cincinnati and dayton, and merges with the 
second line just northeast of pittsburgh, pa. the second line runs from Buchanan 
County, va., on the virginia/west virginia border north to the end of the zone at 
valley gate in armstrong County, pa. major stations in the south point system 
include interconnections with anr pipeline (lebanon station), Columbia gas 
transmission (windbridge and loudoun stations), tennessee gas pipeline (Cornwell 
station), transcontinental gas pipe line (nokesville station) and texas eastern 
transmission (lebanon, oakford, Chambersburg, perulack and windridge stations). 
storage pools in the south point system include south Bend, murrysville, oakford, 
gamble, Hayden, webster, Colvin, north summit, Bridgeport, lost Creek, kennedy, 
Fink and rocket newberne.

dominion, delivered (daily survey only)

deliveries from dominion transmission to mid-atlantic city-gates located in 
east-central new york (schenectady, troy, albany); southwestern pennsylvania 
(pittsburgh); and the virginia suburbs outside washington, d.C. this point was 
discontinued on aug. 1, 2004.

dracut, mass. (daily survey only)

deliveries into tennessee gas pipeline at the dracut interconnect with maritimes 
& northeast pipeline near middlesex, mass. this is the primary delivery point for 
offshore nova scotia gas into the northeast market area. dracut also includes gas 
entering from portland natural gas transmission system.

Iroquois, receipts (daily and monthly survey)

deliveries into iroquois gas transmission system at the u.s./Canadian border at 
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the waddington interconnect with transCanada pipelines. this point was added to 
the monthly survey effective sept. 1, 2008.

Iroquois, zone 2 (daily and monthly survey)

deliveries from iroquois gas transmission system starting at the athens, n.y., 
power plant downstream to the terminus of the pipeline at Hunts point and south 
Commack. this point was added to the monthly survey in august 2007.

lebanon hub (daily and monthly): 

deliveries to or from texas gas transmission Corp., anr pipeline Co., texas 
eastern transmission Corp., panhandle eastern pipe line Co., Columbia gas 
transmission Corp., dominion gas transmission inc. and rockies express pipeline 
at interconnects in the lebanon, ohio, area. this point was added July 1, 2009.

leidy hub (daily and monthly survey)

deliveries into and from dominion transmission, national Fuel gas supply, 
Columbia gas transmission, texas eastern transmission and transcontinental gas 
pipe line in the vicinity of the leidy storage facility in Clinton County, pa. this point 
was added to the monthly survey aug. 1, 2011.

millennium Pipeline, east receipts (daily and monthly survey)

receipts into millennium pipeline Co. downstream of the Corning compressor 
station in steuben County, new york, and upstream of the ramapo interconnect 
with algonquin gas transmission in rockland County, new york. (this location does 
not include deliveries out of millennium.)

niagara (daily and monthly survey)

Cross-border deliveries to and from transCanada pipelines and the niagara 
spur and loop lines, a border-crossing point between eastern Canada and the 
northeastern united states, north of niagara Falls, n.y. niagara spur loop line and 
niagara spur line interconnects are with tennessee gas pipeline, national Fuel gas 
supply, dominion transmission and texas eastern transmission.

rockies express Pipeline, clarington, ohio (daily and monthly survey)

deliveries from rex at Clarington in monroe County, ohio, to dominion 
transmission inc. or texas eastern transmission Corp. deliveries to the local 
distributor dominion east ohio are not included at this location. this point was 
added effective aug. 1, 2010.

tennessee gas Pipeline co., zone 4-ohio (daily and monthly survey)

deliveries to tennessee from rockies express pipeline in guernsey and muskingum 
counties in east ohio. this point was added effective aug. 1, 2010.

tennessee gas Pipeline, Zone 4-200 leg (daily and monthly survey)

deliveries into tennessee at all points of receipt on the 200 line in the states of 
pennsylvania and ohio as well as transactions at tennessee’s station 219 pool. 
this location does not include deliveries from tennessee to other systems in zone 4. 
this point was added effective april 1, 2013.

tennessee, zone 4-300 leg (daily and monthly survey)

deliveries into tennessee, zone 4-300 leg from, and including, station 315 in 
tioga County, pennsylvania, to, and including, station 321 in susquehanna County, 
pennsylvania. this point was added to the daily survey effective January 17, 2012, 
and to the monthly survey effective with the late-January bidweek for February 
2012 delivery.

tennessee, zone 5 delivered (daily survey only)

deliveries from tennessee gas pipeline on the 200 leg in new york state and the 
300 leg in new Jersey. this point was discontinued on aug. 1, 2004.

tennessee, zone 6 delivered (daily and monthly survey)

deliveries from tennessee gas pipeline on the 200 and 300 legs in Connecticut, 
massachusetts, rhode island and new Hampshire.

texas eastern m-2, receipts (daily and monthly survey)

receipts into texas eastern transmission on its 24- and 30-inch lines in the 
pipeline’s market zone 2, which extends on the 24-inch line from the illinois-indiana 
state line to the suction side of Bern compressor station in lewisville, ohio, and 
on the 30-inch line from the tennessee-kentucky state line to the suction side of 
delmont station in westmoreland County, pennsylvania, and to the discharge side 
of station site no. 22 in southwestern pennsylvania. (this location does not include 
deliveries out of texas eastern, m-2.)

texas eastern, m-3 (daily and monthly survey)

texas eastern transmission deliveries from the delmont compressor station in 
westmoreland County, pa., east to the Hanover and linden stations in morris 
County, n.J. included are deals delivered from texas eastern anywhere in zone 
m-3, including at interconnects with new york City distributors’ city-gates and 
at interconnects with algonquin gas transmission at lambertville in Hunterdon 
County, n.J., and at the Hanover station.

transcontinental gas Pipe line, leidy line receipts (daily and monthly surveys)

deliveries to transco’s leidy line downstream of the leidy/wharton storage 
facilities in Clinton and potter counties, pennsylvania, to transco’s station 505 in 
Hunterdon County, new Jersey. this pricing location does not include transactions 
at the storage-related interconnects with dominion transmission, national Fuel 
gas supply, ugi storage or tennessee gas pipeline. this point was added effective 
april 1, 2013.

transco, zone 6 non-n.y. (daily and monthly survey)

deliveries from transcontinental gas pipe line from the start of zone 6 at the 
virginia/maryland border to the linden, n.J., compressor station and on the 24-inch 
pipeline to the wharton, pa., station. the non-new york point does not include 
deliveries to public service electric and gas in new Jersey, whose supply is taken 
downstream of linden.

transco, zone 6 n.y. (daily and monthly survey)

deliveries from transcontinental gas pipe line at the end of zone 6 into city-gates 
downstream of linden, n.J., for new york City area distributors – keyspan energy 
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delivery and Consolidated edison Co. of new york — as well as public service 
electric and gas of new Jersey. 

gulf coast

columbia gulf, la. (daily and monthly survey)

deliveries into Columbia gulf transmission on its onshore lateral pipeline system 
stretching across south louisiana, upstream of rayne, la. Columbia gulf’s east 
lateral extends from rayne to venice, la. the west lateral runs from rayne to 
west of Cameron, la. excluded are deals done in the offshore rate zone, at rayne or 
elsewhere in the mainline rate zone.

columbia gulf, mainline (daily and monthly survey)

deliveries into Columbia gulf transmission anywhere along its mainline system 
zone in louisiana and mississippi. the mainline system extends northeast from 
rayne, la., to leach, ky. this point was added to the monthly survey in august 
2007.

florida gas, zone 1 (daily and monthly survey)

deliveries into Florida gas transmission beginning at compressor station 2 in 
nueces County in south texas to station 7 in acadia parish, la.

florida gas, zone 2 (daily and monthly survey)

deliveries into Florida gas transmission downstream of station 7 in acadia parish, 
la., to station 8 in east Baton rouge parish. included is supply into the mainline 
from the white lake lateral and from the Chacahoula lateral, both of which extend 
south from the mainline into production areas.

florida gas, zone 3 (daily and monthly survey)

deliveries into Florida gas transmission downstream of compressor station 8 to just 
upstream of station 12 in santa rosa County, Fla., the demarcation point with the 
market area. platts’ daily and monthly bidweek surveys for zone 3 include deliveries 
between stations 8 and 12, including mobile Bay deals into Florida gas. 

florida gas, mobile bay (daily survey only)

deliveries into Florida gas transmission from transcontinental gas pipe line’s 
mobile Bay lateral at the Citronelle interconnection in northern mobile County, 
ala., just upstream of station 11. this point was discontinued on June 7, 2006.

florida city-gates (daily survey only)

deliveries from Florida gas transmission into all city-gates in the Florida market 
area, which begins in santa rosa County just west of station 12 in the extreme 
western Florida panhandle and extends into southern Florida. 

southern natural, la. (daily and monthly survey)

deliveries into southern natural gas’ mainlines anywhere in louisiana, including an 
eastern spur starting in plaquemines parish and a western spur starting in st. mary 

parish in south louisiana, and a line that starts at the texas/louisiana border in 
desoto parish and runs to the louisiana/mississippi border in east Carroll parish in 
northern louisiana.

tennessee, zone 0 (daily and monthly survey)

deliveries into tennessee gas pipeline’s 100 leg from the mexico/texas border to 
the texas/louisiana border.

tennessee, louisiana, 500 leg (daily and monthly survey)

deliveries into tennessee gas pipeline’s 500 leg in zone l in southeastern 
louisiana, including deliveries into the 500 leg from the offshore Blue water 
Header system. the 500 leg meets the boundary of the market area at station 542 
in eastern mississippi. 

tennessee, louisiana, 800 leg (daily and monthly survey)

deliveries into tennessee gas pipeline’s 800 leg in zone l in southeastern 
louisiana, including deliveries from the offshore Blue water Header system. the 
leg meets the boundary of the market area at station 834 at winnsboro in central 
louisiana.

texas eastern, east texas (daily and monthly survey)

deliveries into texas eastern transmission on the 24-inch line from the Huntsville, 
texas, compressor station to the little rock station in arkansas, including the 
segment from Joaquin to sharon.

texas eastern, south texas (daily and monthly survey)

deliveries into texas eastern transmission on the 30-inch pipeline from the 
mexico/texas border to just upstream of the vidor, texas, compressor station; 
and deliveries into texas eastern on the 24-inch pipeline from the Hagist ranch 
compressor station to just upstream of the Huntsville, texas, station.

texas eastern, west louisiana (daily and monthly survey) 

deliveries into texas eastern transmission on the 30-inch line from the vidor, la., 
compressor station to just upstream of the opelousas, la., compressor station. 
included are deliveries from texas eastern’s offshore Cameron line at the gillis, 
la., compressor station.

texas eastern, east louisiana (daily and monthly survey)

deliveries into texas eastern transmission on the 30-inch line from the opelousas, 
la., compressor station to the kosciusko, miss., compressor station. included are 
deliveries into the 30-inch pipeline from texas eastern’s venice line at the new 
roads, la., compressor station.

texas eastern, m-1 30-inch (kosi) (daily and monthly survey)

deliveries into texas eastern transmission on the 30-inch line at the kosciusko, 
miss., compressor station, which is the demarcation point between texas eastern’s 
production and market zones. deliveries into the 24-inch mainline are not included. 
this point was added to the monthly survey in august 2007.
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texas eastern, m-1 24-inch (daily survey only)

deliveries to texas eastern’s 24-inch line downstream of the suction side of the 
little rock, arkansas, compressor station to the illinois-indiana state line. this point 
was added effective sept. 1, 2008.

transco, zone 1 (daily and monthly survey)

deliveries into transcontinental gas pipe line on two 24-inch lines running from 
south texas to compressor station 30 in wharton County, texas, which is transco’s 
pooling point for gas gathered on the gulf Central texas lateral and for onshore 
coastal south texas production.

transco, zone 2 (daily and monthly survey)

deliveries into transcontinental gas pipe line on the 30-inch line downstream 
of station 30 in wharton County, texas, to compressor station 45 in Beauregard 
parish, la., the only pooling point in the zone.

transco, zone 3 (daily and monthly survey)

deliveries into transcontinental gas pipe line on the 30-inch, 36-inch and 42-inch 
lines downstream of compressor station 45 in Beauregard parish, la., to station 65 
on the louisiana/mississippi border in st. Helena parish, la. pooling points in the 
zone are at stations 50, 62 and 65.

transco, zone 4 (daily and monthly survey)

deliveries into transcontinental gas pipe line on the 30-inch, 36-inch and 42-inch 
lines downstream of compressor station 65 at the louisiana/mississippi border in 
st. Helena parish, la., to the georgia/south Carolina border. gas enters the transco 
mainline from the mobile Bay lateral at station 85 in Butler, ala., the only zone 4 
pooling point.

transco, zone 5 delivered (daily survey only)

deliveries from transcontinental gas pipe line on the 30-inch, 36-inch and 42-inch 
lines from the georgia/south Carolina border to the virginia/maryland border. 
deliveries into transco at the pleasant valley receipt point near Fairfax, va., from 
dominion’s Cove point lng terminal are not included.

central

uPPer mIdwest

alliance, into interstates (daily survey only)

deliveries from alliance pipeline into vector pipeline, natural gas pipeline Co. of 
america, anr pipeline and midwestern gas transmission at the tailgate of the aux 
sable plant in north-central illinois at the terminus of alliance. deliveries into the 
northern indiana public service, peoples gas light & Coke and nicor gas city-gates 
in the Chicago area are not included.

anr, ml 7 (daily and monthly survey)

deliveries into anr pipeline in its northern market zone starting at the sandwich, 
ill., compressor station at the terminus of the southwest mainline north through 
wisconsin to the Crystal Falls, mich., interconnection with great lakes gas 
transmission. also, deliveries into anr east from sandwich to the defiance, ohio, 
compressor station at the terminus of the southeast mainline, and north from the 
Bridgman, mich., station to the orient, mich., station.

chicago city-gates (daily and monthly survey)

deliveries into the nicor gas, peoples gas light & Coke, north shore gas and 
northern indiana public service city-gates in the Chicago metropolitan area from 
natural gas pipeline Co. of america, anr pipeline, alliance pipeline, northern 
Border pipeline and midwestern gas transmission.

consumers energy city-gate (daily and monthly survey)

deliveries into all city-gates of Consumers energy, which serves most of central 
michigan and the areas around saginaw Bay.

dawn, ontario (daily and monthly survey)

deliveries from union gas’ dawn Hub, a gathering point for 15 adjacent storage pools 
in ontario near port Huron, mich., on the u.s./Canadian border. included are deliveries 
into transCanada pipelines at kirkwall, ontario; deliveries into great lakes gas 
transmission at st. Clair, mich.; deliveries into Consumers energy at Bluewater, mich.; 
deliveries into panhandle eastern pipe line at ojibway, mich.; and deliveries into dawn 
storage. deliveries from union into transCanada at parkway, ontario, are not included.

emerson, Viking gl (daily and monthly survey)

deliveries into great lakes gas transmission from transCanada pipelines at the 
emerson 2 meter station at the u.s./Canadian border at emerson, manitoba, and 
deliveries into viking gas transmission from transCanada at the emerson 1 station. 
this point was added to the monthly survey aug. 1, 2011.

michcon city-gate (daily and monthly survey)

deliveries into all city-gates of michigan Consolidated gas, which serves the 
detroit and grand rapids areas and much of north and northeast michigan. the 
main michCon city-gates are located at interconnects with anr pipeline at willow 
run and wolkfork, mich., panhandle eastern pipe line at river rouge, great lakes 
gas transmission at Belle river, union gas at st. Clair pipeline and Consumers 
energy at northville. michCon also receives in-state production at kalkaska.

gulf coast

agua dulce hub (daily survey only)

deliveries into kinder morgan texas pipelines, Houston pipe line, gulf south 
pipeline, natural gas pipeline Co. of america, transcontinental gas pipe line, 
tennessee gas pipeline, transtexas gas and epgt texas at the agua dulce Hub in 
nueces County, texas, about 20 miles west-southwest of Corpus Christi. deliveries 
from the exxonmobil king ranch plant are included.
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anr, la. (daily and monthly survey)

deliveries into anr pipeline along the southeastern louisiana lateral that starts 
offshore and runs to the patterson, la., compressor station onshore and on to the 
eunice, la., station, where anr’s southeast mainline begins. also, deliveries into 
anr along a second lateral that runs from the Hios system downstream of west 
Cameron 167 offshore to the grand Chenier, la., station onshore and on to the 
eunice station, as well as deals done at the eunice pool.

carthage hub (daily survey only)

deliveries into reliant energy gas transmission, gulf south pipeline, lone star 
pipeline, southern natural gas, kinder morgan texas pipelines, tennessee gas 
pipeline, texas eastern transmission and texas gas transmission at the tailgate of 
the Carthage, texas, processing plant in panola County, texas. 

ePgt, texas (daily and monthly survey)

deliveries into epgt texas’ gathering system east and south of Bandera County, 
texas. points in the west texas portion of epgt texas, including the waha header, 
are not included. in the past, the system was known as pg&e gas transmission-
texas and valero natural gas. this point was discontinued on aug. 1, 2004.

gulf south, s. la./east side (daily and monthly survey)

deliveries into gulf south pipeline in capacity allocation area 2, which includes santa 
rosa County, Fla., southern alabama and southeastern mississippi; area 3, which 
includes southern louisiana’s mississippi river delta region; area 4, which covers the 
Baton rouge, la., region; area 5, which includes south-central and central louisiana; and 
area 6 in southwestern louisiana. in the past, the system was known as koch gateway 
pipeline and united gas pipe line. this point was discontinued on aug. 1, 2004.

henry hub (daily and monthly survey)

deliveries into interstate and intrastate pipelines from the outlet of Henry 
Hub on sabine pipe line in vermilion parish, la. pipelines include gulf south 
pipeline, southern natural gas, natural gas pipeline Co. of america, texas gas 
transmission, sabine pipe line, Columbia gulf transmission, transcontinental gas 
pipe line, trunkline gas, Jefferson island pipeline and acadian gas.  

houston Pipe line (daily survey only)

deliveries into Houston pipe line’s gathering system in south texas starting 
at Falfurrios in Brooks County on the 8-inch lateral and at the thompsonville 
compressor station in Jim Hogg County. the gathering system is generally 
demarcated by its nueces compressor station near the three rivers plant in live 
oak County, and by the refugio station in central refugio County. this point was 
discontinued on aug. 1, 2004.

houston ship channel (daily and monthly survey)

deliveries to end-users and pipelines that serve them in the Houston ship Channel 
region, an industrial area extending from the east side of Houston to galveston Bay 
and northeastward to the port arthur/Beaumont area. gas is delivered in this area 
by numerous pipelines, including kinder morgan texas pipeline, kinder morgan 
tejas pipeline, Houston pipe line, and the former epgt and Channel pipelines.

katy (daily and monthly survey)

deliveries into oasis pipeline, lone star pipeline, Houston pipe line and kinder 
morgan texas pipelines in the katy, texas, area, including deliveries and receipts 
into and out of katy storage.

lone star (daily survey only)

deliveries into lone star pipeline’s s2 lateral starting in Henderson County, texas, 
east to the Carthage plant in panola County, texas. this point was discontinued on 
aug. 1, 2004.

mrt, mainline (daily and monthly survey)

deliveries into mississippi river transmission’s mainline from the perryville, la., 
compressor station north through arkansas and missouri to the st. louis area. this 
point was discontinued on aug. 1, 2004.

mrt, west leg (daily and monthly survey)

deliveries into mississippi river transmission’s west leg west of the perryville, la., 
station to the terminus of the line at an inter-connection with natural gas pipeline Co. 
of america in Harrison County, texas. this point was discontinued on aug. 1, 2004.

ngPl, south texas (daily and monthly survey)

deliveries into natural gas pipeline Co. of america at the beginning of the mainline 
at the thompsonville receipt point in Jim Hogg County, texas, north to compressor 
station 302 in montgomery County, texas.

ngPl, texok zone (daily and monthly survey)

deliveries to natural gas pipeline Co. of america in all areas of the texok zone 
excluding the portion in texas and oklahoma on the a/g line. applicable to the 
texok zone are deliveries to natural from the louisiana/texas border westward 
to compressor station 302 in montgomery County, texas, and northward to the 
interconnect with the gulf Coast mainline receipt zone in Cass County, texas. the 
“texok gulf Coast pooling point” is included in this posting, but the “texok a/g 
pooling point” is not.

ngPl, la. (daily and monthly survey)

deliveries into natural gas pipeline Co. of america from compressor station 344 in 
Jefferson County, texas, to the terminus of the line in vermilion parish, la., at erath and 
Henry Hub. this point was discontinued in the daily and monthly surveys on Jan. 1, 2012. 

stingray Pool (daily survey only)

receipts into and deliveries from the stingray pipeline pooling point located 
onshore and offshore louisiana. this point was added effective sept. 1, 2008. this 
point was discontinued on Jan. 1, 2012. 

texas gas, zone 1 (daily and monthly survey)

deliveries into texas gas transmission starting just south of the pineville, la., 
compressor station in rapides parish north to Crockett County, tenn.
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texas gas, zone sl (daily and monthly survey)

deliveries into texas gas transmission on two southeastern louisiana laterals, 
including offshore segments. the southwest spur begins offshore at grand Chenier 
and runs through Cameron parish to the eunice compressor station. the southeast 
spur begins offshore and runs through terrebone parish to eunice. zone sl extends 
to the vicinity where texas gas crosses the red river in rapides parish. 

trunkline, texas (daily and monthly survey)

deliveries into trunkline gas in the texas field zone starting at the Beeville 
compressor station in Bee County, texas, north to the longville, la., station in 
Beauregard parish, la. this point was discontinued on aug. 1, 2004.

trunkline, w. la. (daily survey only)

deliveries into trunkline gas along two laterals starting at an offshore louisiana 
lateral leading to the kaplan, la., station in vermilion parish, northwest to the 
longville compressor station. included are deliveries at the kaplan compressor 
station, which demarcates the wla and ela zones.

trunkline, e. la. (daily survey only)

deliveries into trunkline gas on an offshore gathering system running from south of 
terrebonne parish west to the kaplan station in vermilion parish, the boundary with 
the wla zone. 

trunkline, la. (monthly survey only)

deliveries into trunkline gas at points upstream of the longville compressor station 
on the lines that do not extend to texas.

trunkline, zone 1a (daily and monthly survey): 

deliveries to trunkline gas Co. in zone 1a from the discharge side of its longville, 
louisiana, compressor station north to the suction side of its dyersburg, tennessee, 
station, as well as transactions at trunkline’s zone 1a pool. this point was added 
July 1, 2009. 

mIdcontInent

anr, okla. (daily and monthly survey)

deliveries into anr pipeline at the start of the southwest mainline at the Custer, 
okla., compressor station, into the texas panhandle north to the greensburg, kan., 
station.

centerPoint, east (daily and monthly survey)

deliveries into Centerpoint energy gas transmission’s flex/neutral and north 
pooling areas in northeastern arkansas and southeastern oklahoma. the north 
pooling area is separated from the south pooling area by a generally northwest-to-
southeast line between le Flore County, okla., and Bolivar County, miss. the flex 
(or neutral) pooling area in oklahoma comprises all of pushmataha, latimer, Haskell 
and pittsburg counties and the northeast section of atoka County. in the past, the 

system was known as noram gas transmission, arkla energy resources and, prior 
to aug. 1, 2004, reliant energy gas transmission.

ngPl, amarillo receipt (daily survey only)

deliveries into natural gas pipeline Co. of america starting at the trailblazer 
pipeline interconnection in gage County, neb., on the amarillo mainline at 
compressor station 106 east to ngpl’s interconnection with northern Border 
pipeline at station 109 in keokuk County, iowa.

ngPl, midcontinent (daily and monthly survey)

deliveries into natural gas pipeline Co. of america starting at compressor station 
155 in wise County, texas, west to the amarillo mainline at station 112 in 
moore County in the texas panhandle, and then north to the trailblazer pipeline 
interconnection in gage County, neb. included are deliveries into ngpl at all 
oklahoma points west of station 801, as well as those in north texas north and 
east of station 170 and in kansas south of station 103. 

ngPl, Iowa-Ill. receipt (daily survey only)

deliveries into natural gas pipeline Co. of america on the amarillo mainline from 
the interconnection with northern Border pipeline at station 109 in keokuk County, 
iowa, east to the interconnection with wisconsin gas in lake County, ill. also, 
deliveries into ngpl on the gulf Coast mainline from the missouri/illinois border to 
compressor station 113 in will County, ill. this point was discontinued on aug. 1, 
2004.

northern border, Ventura transfer Point (daily and monthly survey): 

deliveries on northern Border pipeline Co. at its ventura transfer point (drn# 
125771). this location is designed to capture gas traded on northern Border at 
ventura that is not traded for delivery to northern natural gas Co. at the northern 
natural/northern Border ventura interconnect (drn#4680). this point was added 
July 1, 2009.

northern, mIds 1-6 (daily survey only)

deliveries into northern natural gas’ mileage indicator districts on the southern 
end of the system, in the permian Basin from the el dorado compressor station in 
mid 1 in schleicher County, texas, north to the Brownfield station in mid 6 in terry 
County, texas. this point was discontinued on aug. 1, 2004.

northern, tx.-okla.-kan. (daily and monthly survey)

deliveries into northern natural gas’ mileage indicator districts 7 through 16, 
from the plainview compressor station in mid 7 in Hale County, texas, north to 
the demarcation point between northern natural’s production and market zones at 
the Clifton station in Clay County, kan. deliveries at the demarcation point are not 
included. this point was discontinued on aug. 1, 2004.

northern, demarcation (daily and monthly survey)

deliveries into northern natural gas at the demarcation point between its 
production (field) and market zones, at the Clifton station in Clay County, kan.
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northern, Ventura (daily and monthly survey)

deliveries to northern natural gas at ventura in Hancock County, iowa.

oneok, okla. (daily and monthly survey)

deliveries into oneok gas transportation’s mainline systems from several gathering 
systems, all of which are located in oklahoma. one of the two largest is near 
the east-central part of the state in pittsburg and Haskell counties. the second, 
in the west-central part of the state, extends from Blaine and Canadian counties 
southeast to grady County. oneok operates a single price pool for all gas coming 
into the system. in the past, oneok was known as ong transmission.

Panhandle, tx.-okla. (daily and monthly survey)

deliveries into panhandle eastern pipe line on two laterals running from the texas 
and oklahoma panhandles, southwestern kansas and northwestern oklahoma 
upstream of the Haven, kan., compressor station. deliveries to panhandle at the 
Haven pooling point — the demarcation between panhandle’s field and market 
zones — are not included.

reliant, west (daily and monthly survey)

deliveries into reliant energy gas transmission’s west pooling areas 1 and 2 from 
just east of the Chiles dome storage facility west to the texas panhandle and north 
from the Custer, okla., compressor station to Cowley County, kan. reliant is now 
named Centerpoint energy gas transmission. in the past, the system was known as 
noram gas transmission and arkla energy resources. this point was discontinued 
on aug. 1, 2004.

southern star, tx.-okla.-kan. (daily and monthly survey)

deliveries into southern star Central gas pipeline’s system from Hemphill County 
in the texas panhandle eastward, from Carter County in south-central oklahoma 
northward and from grant County in southwestern kansas eastward. in the past, 
the system was known as williams natural gas and, prior to aug. 1, 2004, williams 
gas pipelines Central.

west

calIfornIa

Pg&e, malin (daily and monthly survey)

deliveries into pacific gas and electric’s lines 400 and 401 at the oregon/California 
border at malin, ore. this location includes deliveries from gas transmission 
northwest and ruby pipeline.

Pg&e, south (daily and monthly survey)

deliveries into pacific gas and electric in southern California from el paso natural 
gas and transwestern pipeline at topock, Calif.; from kern river gas transmission 
at daggett, Calif., and the High desert lateral; from southern California gas at the 
kern river station; and from Questar southern trails pipeline at essex, Calif. 

Pg&e, city-gate (daily and monthly survey)

deliveries from pacific gas and electric’s intrastate transmission system to city-
gates on pg&e’s local distribution system in northern California.

socal gas (daily and monthly survey)

deliveries into southern California gas from el paso natural gas at topock, Calif., 
and Blythe, Calif. (ehrenberg, ariz.); from transwestern pipeline at topock/needles, 
Calif.; from kern river gas transmission at wheeler ridge and kramer Junction, 
Calif.; and from Questar southern trails pipeline at needles. the point also includes 
deliveries from pacific gas and electric at several points, including kern river 
station and pisgah/daggett; and in-state production.

socal gas, city-gate (daily and monthly survey)

deliveries at southern California gas Co.’s city-gate pool. the soCal gas city-gate 
pool is a “virtual” trading location on soCal gas’ system for deliveries to and from 
holders of the distributor’s city-gate pool contracts. this point includes storage 
transactions delivered to and from the city-gate pool. the soCal, city-gate point 
was added effective oct. 1, 2008.

rockIes/northwest/canada

cheyenne hub (daily and monthly survey)

deliveries into trailblazer pipeline, public service Co. of Colorado and Colorado 
interstate gas in the vicinity of the Cheyenne Hub in northeast Colorado.

cIg, rocky mountains (daily and monthly survey)

deliveries into Colorado interstate gas’ 20-inch, 22-inch and 24-inch mainlines in 
wyoming and Colorado. also included are deliveries into the parachute to natural 
Buttes segment in uintah County, utah, and deliveries into Cig’s 16-inch lateral 
running from the rawlins station in Carbon County, wyo., to the elk Basin station in 
park County, wyo. not included are deliveries into Cig’s system at points south of 
Cheyenne, wyo.

el Paso, bondad (daily survey only)

deliveries into el paso natural gas at the Bondad compressor station in the san 
Juan Basin. Bondad is located in the northern part of the san Juan Basin in la plata 
County, Colo., south of the ignacio plant on northwest pipeline and north of the 
Blanco plant on el paso.

el Paso, south mainline (daily survey only)

deliveries on el paso’s south mainline at points between Cornudas station in west 
texas to but not including ehrenberg, arizona. this point was added effective sept. 
1, 2008.

el Paso, san Juan basin (daily and monthly survey)

deliveries into el paso natural gas south of the Bondad compressor station in 
the san Juan Basin, including gas from the Blanco, Chaco, rio vista, milagro and 
valverde plants in new mexico.
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gtn, kingsgate (daily survey only)

deliveries into gas transmission northwest from Foothills pipeline at the kingsgate 
interconnection at the u.s./Canadian border in Boundary County, idaho. prior to 
aug. 1, 2004, the system was known as pg&e gas transmission, northwest.

kern river, delivered (daily survey only)

deliveries from kern river gas transmission upstream of the southern California 
gas system in the las vegas, nevada area; excluded are deliveries at wheeler 
ridge, kramer Junction and daggett. this point was added to the daily survey on 
June 6, 2006.

kern river/opal plant (daily survey only)

deliveries into kern river gas transmission at the opal, wyo., processing plant 
and muddy Creek compressor station in southwestern wyoming where kern river 
interconnects with northwest pipeline, Questar pipeline and Colorado interstate 
gas. gas traded at the opal plant that isn’t nominated into a specific pipeline is 
included in the daily kern river/opal plant pricing point.

kern river, wyoming (monthly survey only)

deliveries into kern river gas transmission anywhere in wyoming. transactions done at 
opal, wyo., and the muddy Creek compressor station — where kern river interconnects 
with northwest pipeline, Questar pipeline and Colorado interstate gas — are used in 
both the kern river, wyoming, and northwest pipeline, rocky mountain, monthly postings 
because gas traded at those points often isn’t for nomination into a specific pipeline. 

northwest, wyoming pool (daily survey only)

deliveries into northwest pipeline from the green river, wyo., compressor station to 
the kemmerer, wyo., station. included are deliveries at the opal, wyo., plant as well 
as at the painter, anschutz, muddy Creek, granger, shute Creek and whitney stations.

northwest, s. of green river (daily survey only)

deliveries into northwest pipeline from the green river, wyo., compressor station 
south to the la plata interconnection with el paso natural gas in the san Juan 
Basin in la plata County, Colo. included are deliveries from Clay Basin storage, the 
piceance Basin and the ignacio plant.

northwest, rocky mountains (monthly survey only)

deliveries into northwest pipeline’s mainline in wyoming, utah and Colorado 
between the kemmerer and moab stations. deliveries at ignacio, Colo., and 
elsewhere in zone mo are excluded. transactions done at opal, wyo., and the 
muddy Creek compressor station — where northwest interconnects with kern river 
gas transmission, Questar pipeline and Colorado interstate gas — are used in both 
the kern river, wyoming, and northwest pipeline, rocky mountain, monthly postings 
because gas traded at those points often isn’t for nomination into a specific pipeline. 

northwest, canadian border (sumas) (daily and monthly survey)

deliveries into northwest pipeline from westcoast energy at the sumas, wash./
Huntington, British Columbia, interconnection at the u.s./Canadian border.

northwest, all city-gates (daily survey only)

deliveries from northwest pipeline into city-gates northwest of the kemmerer, 
wyo., compressor station in idaho, nevada, oregon and washington. this point 
was discontinued on aug. 1, 2004.

nova, same-day (daily survey only)

deliveries for same-day flow into nova gas transmission at the aeCo-C, nit hub 
in southeastern alberta. aeCo-C is the principal storage facility and hub on nova; 
paying the rate for nit service, or nova inventory transfer, will cover transmission 
for delivery of gas to aeCo-C and most other points. the price is reported in 
Canadian dollars per gigajoule. this point was discontinued on aug. 1, 2004.

Psco city-gate (daily survey only)

deliveries into public service Co. of Colorado from Front range points, primarily 
from denver-Julesburg Basin production. excluded is gas entering the system from 
the Chalk Bluffs Hub, which is priced at Cheyenne Hub, and gas entering the system 
at Fort lupton, where gas competes with long-haul supply on Colorado interstate 
gas. this point was discontinued on aug. 1, 2004.

questar, rocky mountains (daily and monthly survey)

deliveries into Questar pipeline on its north system, which runs from northwestern 
Colorado through southern wyoming to salt lake City, and on its south system, 
which runs from western Colorado to payson, utah, east of the Fidlar compressor 
station. a 20-inch line running parallel to the utah/Colorado border connects the 
two systems.

stanfield, ore. (daily and monthly survey)

deliveries into northwest pipeline from pg&e gas transmission, northwest (now 
named gas transmission northwest) at the stanfield compressor station in umatilla 
County, ore., on the oregon/washington border. this point was discontinued in the 
monthly survey on Jan. 1, 2012. it continues to be published in the daily survey.

tcPl alberta, aeco-c (daily and monthly survey)

deliveries into transCanada’s alberta system at the aeCo-C, nit Hub in southeastern 
alberta. aeCo-C is the principal storage facility and hub on tCpl alberta; paying the 
rate for nit service, or nova inventory transfer, will cover transmission for delivery of 
gas to aeCo-C and most other points. the monthly bidweek posting is composed of 
fixed-price deals only. the price is reported in Canadian dollars per gigajoule. prior to 
aug. 1, 2004, the system was known as nova.

tcPl alberta, aeco-c Physical basis (monthly survey only)

deliveries on transCanada’s alberta system at the aeCo-C, nit Hub in 
southeastern alberta. posting is composed of physical basis deals in which the 
basis value is negotiated on one of the first three days of bidweek and the price 
is set by the final closing value of the near-month nymex futures contract plus 
or minus the negotiated basis. aeCo-C is the principal storage facility and hub 
on tCpl alberta; paying the rate for nit service, or nova inventory transfer, will 
cover transmission for delivery of gas to aeCo-C and most other points. the price is 
reported in us dollars per mmBtu. this point was added effective sept. 1, 2008.
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transwestern Pipeline co., san Juan basin (daily and monthly survey)

deliveries to transwestern at points included in transwestern’s Blanco Hub in san 
Juan County, new mexico. this point was added effective aug. 1, 2010.

white river hub (daily survey only)

deliveries to or from pools or interconnects that make up the white river Hub 
in rio Blanco County, Colorado. this point was added to the daily survey aug. 1, 
2011.

westcoast, station 2 (daily survey only)

deliveries into westcoast energy at compressor station 2 in north-central British 
Columbia, where much of northern British Columbia and alberta production is 
pooled for shipment south and east. the price is reported in Canadian dollars per 
gigajoule.  

west texas

el Paso, Permian basin (daily and monthly survey)

deliveries into el paso natural gas in the permian Basin from three pools: the 
waha plant south (waha pool), the keystone station south to waha (keystone pool) 
and the plains station south to keystone (plains pool).

transwestern, Permian basin (daily and monthly survey)

deliveries into transwestern pipeline from the west texas zone located southeast 
and southwest of the wt-1 compressor station in lea County, n.m., and the Central 
zone bordered by station 8 in lincoln County, n.m., to the northwest, station p-1 in 
roosevelt County, n.m., to the east and station wt-1 in eddy County, n.m., to the 
south.

waha (daily and monthly survey)

deliveries into interstate and intrastate pipelines at the outlet of the waha header 
system and in the waha vicinity in the permian Basin in west texas. pipelines include el 
paso natural gas, transwestern pipeline, natural gas pipeline Co. of america, northern 
natural gas, delhi pipeline, oasis pipeline, epgt texas and lone star pipeline.

Revision HistoRy

January 2012 version: discontinuation of three pricing locations: natural gas 
pipeline Co. of america, louisana, in the daily and monthly bidweek surveys; 
stingray pool in the daily survey; and stanfield, ore., in the monthly bidweek survey 
only. (the stanfield, ore., location continues in the daily survey.) the changes 
became effective January 1, 2012. additionally, language was added to the pg&e, 
malin location description to make explicit that the location includes deliveries from 
gas transmission northwest and ruby pipeline.

January 2012 version:  (second update in January 2012): addition of tennessee, 
zone4-300 leg to the daily survey and the monthly bidweek survey.

october 2012 version:  additions of texas eastern m-2, receipts and millennium 
pipeline, east receipts to the daily and monthly bidweek surveys. 

January 2013 version: modification of description for niagara pricing location to 
reflect us exports to Canada as well as us imports from Canada.

april 2013 version: additions of transcontinental gas pipe line, leidy line receipts 
and tennessee gas pipeline, zone 4-200 leg pricing locations to the daily and 
monthly bidweek surveys.

July 2013 version: Clarification of methodology for western Canadian daily price 
indexes westcoast, station 2, and nw, Can. Bdr. (sumas) for Canadian holidays 
that fall on mondays.
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CME SEF Rulebook Chapter 11 

 
Chapter 11 

 
Transco Zone 6 Natural Gas (Platts IFERC) Fixed Price Swap   

 
11100. SCOPE OF CHAPTER 

The provisions of these rules shall apply to all swap contracts bought or sold on the CME SEF for 
cash settlement based on the Floating Price (as defined below). The procedures for trading, 
clearing and cash settlement of this contract, and any other matters not specifically covered herein 
shall be governed by the general rules of the CME SEF or other rules as referred to therein. 
 

11101.  CONTRACT SPECIFICATIONS 
The Floating Price for each contract month is equal to the price assessment, which is the bidweek 
(average) price for Transco Zone 6 N.Y. published in the Platts’ Inside FERC (“IFERC”) Gas Market 
Report under the “Northeast” heading in the “Index” column of the table entitled "Market Center 
Spot Gas Prices" for the corresponding contract month. 
 

11102. TRADING SPECIFICATIONS 
The number of months open for trading at a given time shall be determined by CME SEF. 
11102.A. Trading Schedule 
The hours of trading for this contract shall be determined by CME SEF. 
11102.B. Trading Unit 
The contract quantity shall be 2,500 million British thermal units (“MMBtu”).  Each swap contract 
shall be valued as the contract quantity multiplied by the settlement price. 
11102.C. Price Increments 
Prices shall be quoted in U.S. dollars and cents per MMBtu. The minimum price fluctuation shall be 
$0.0001 per MMBtu.  
11102.D. Position Limits, Exemptions, Position Accountability and Reportable Levels 

The applicable position limits and/or accountability levels, in addition to the reportable levels, are 
set forth in the Position Limit, Position Accountability and Reportable Level Table in the 
Interpretations & Special Notices Section of Chapter 5.   
A Person seeking an exemption from position limits for bona fide commercial purposes shall apply 
to the Market Regulation Department on forms provided by the CME SEF, and the Market 
Regulation Department may grant qualified exemptions in its sole discretion. 
Refer to Rule 559 for requirements concerning the aggregation of positions and allowable 
exemptions from the specified position limits. 
11102.E. Termination of Trading 
The contract shall terminate on the last business day of the month prior to the contract month. 
 

11103. FINAL SETTLEMENT 
Final settlement under the contract shall be by cash settlement. Final settlement, following 
termination of trading for a contract month, will be based on the Floating Price. The final settlement 
price will be the Floating Price calculated for each contract month. 
 
 



11104. CLEARING GUARANTEE 
No order or trade in this contract may be entered or executed upon any CME SEF platform unless 
a NYMEX Clearing Member, as the term is defined under NYMEX Rules, guarantees and assumes 
complete responsibility for the financial obligations of the participant on whose behalf such order or 
trade is entered.  

 

11105. DISCLAIMER 
NEITHER CHICAGO MERCANTILE EXCHANGE, INC. (“CME”), ITS AFFILIATES NOR PLATTS, 
A DIVISION OF THE MCGRAW-HILL COMPANIES, INC. (“PLATTS”), GUARANTEES THE 
ACCURACY OR COMPLETENESS OF THE PLATTS PRICE ASSESSMENT OR ANY OF THE 
DATA INCLUDED THEREIN.  CME, ITS AFFILIATES OR PLATTS MAKE NO WARRANTIES, 
EXPRESS OR IMPLIED, AS TO THE RESULTS TO BE OBTAINED BY ANY PERSON OR 
ENTITY FROM USE OF THE PLATTS PRICE ASSESSMENT, TRADING AND/OR CLEARING 
BASED ON THE PLATTS PRICE ASSESSMENT, OR ANY DATA INCLUDED THEREIN IN 
CONNECTION WITH THE TRADING AND/OR CLEARING OF THE CONTRACT, OR, FOR ANY 
OTHER USE.   
CME, ITS AFFILIATES AND PLATTS MAKE NO WARRANTIES, EXPRESS OR IMPLIED, AND 
HEREBY DISCLAIM ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE OR USE WITH RESPECT TO THE PLATTS PRICE ASSESSMENT OR 
ANY DATA INCLUDED THEREIN.  WITHOUT LIMITING ANY OF THE FOREGOING, IN NO 
EVENT SHALL CME, ITS AFFILIATES OR PLATTS HAVE ANY LIABILITY FOR ANY LOST 
PROFITS OR INDIRECT, PUNITIVE, SPECIAL OR CONSEQUENTIAL DAMAGES (INCLUDING 
LOST PROFITS), EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES.  
“Platts,” is a trademark of The McGraw-Hill Companies, Inc. and has been licensed for use by 
Chicago Mercantile Exchange, Inc.  Platts does not sponsor, endorse, sell or promote the contract 
and Platts makes no recommendations concerning the advisability of investing in the contract. 

 

 



 

 
 

APPENDIX 1-C 

 
CHAPTER 8 

CLEARING HOUSE AND PERFORMANCE BONDS 
 

GENERAL 
800.  CLEARING HOUSE 
801.  MANAGEMENT 
802.  PROTECTION OF CLEARING HOUSE 
  802.A. Default by Clearing Member or Other Participating Exchanges 
  802.B. Satisfaction of Clearing House Obligations 
  802.C. Application of Funds to Avoid Clearing House Insolvency 
  802.D. Restoration of Funds Following Final Determination of Losses 
  802.E. Rights of Exchange for Recovery of Loss 
  802.F. Guaranty Fund Contributions to be Restored 
  802.G. Default Management Across Account Classes 
  802.H. Base Cooling Off Period and Multiple Defaults 
803.  LIMITATION OF LIABILITY 
804.  SUBSTITUTION 
805.  OPEN POSITIONS 
806.  OFFSET PROCESS 
807.  OPEN LONG POSITIONS DURING DELIVERY MONTH 
808.  PROCEDURES FOR TRADE SUBMISSION ON CME CLEARPORT 
809.  TRADE DATA PROCESSING SYSTEM 
  809.A. Trade Data 
  809.B. Matched and Unmatched Trades 
  809.C. Trade Register and Clearing Reports 
  809.D. Reconciliation of Outtrades 
810.  FALSE ENTRIES ON CLEARING MEMORANDA 
811.  POSITION CHANGE DATA 
812.  FINAL SETTLEMENT PRICE 
813.  DAILY SETTLEMENT PRICE 
814.  SETTLEMENT VARIATION 
815.  [RESERVED] 
816.  GUARANTY FUND DEPOSIT 
817.  LIQUIDITY FACILITY 
818.  CLOSE-OUT NETTING 
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819.  LIEN ON COLLATERAL 
820.  PERFORMANCE BONDS 
821.-823. [RESERVED] 
824.  ADDITIONAL PERFORMANCE BOND 
825.-826. [RESERVED] 
827.  SECURITIES LENDING PROGRAM 
828.-829. [RESERVED] 
830.  CROSS-MARGINING 
  830.A. Definitions 
  830.B. Cross-Margining Programs 
  830.C. [RESERVED] 
  830.D. Performance Bonds for Cross-Margining Program 
  830.E. Close-Out of Cross-Margin Positions 
831.-849. [RESERVED] 

 
MISCELLANEOUS 

850.  FEES   
851.  [RESERVED] 
852.  SURCHARGES FOR ERRORS, DELAYS AND OMISSIONS 
853.  TRANSFERS OF TRADES AND CUSTOMER ACCOUNTS 
854.  CONCURRENT LONG AND SHORT POSITIONS 
855.  OFFSETTING DIFFERENT SIZED FUTURES POSITIONS 
856.  NORMALIZATION OF OTC FX SPOT, FORWARD, SWAP AND OPTIONS  
  TRANSACTIONS FOR CLEARING 
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Chapter 8 
Clearing House and Performance Bonds 

GENERAL 

800. CLEARING HOUSE 
The Exchange shall maintain and operate a Clearing House in order to protect market 
participants and to maintain the integrity of the contracts traded on or processed through the 
Exchange.  Membership in the Clearing House shall be a right and privilege granted by the 
Board of Directors which may, from time to time, establish such classes of membership in the 
Clearing House, together with the duties, rights and privileges thereof, as it deems necessary.  
Whenever these rules create a right in favor of the Clearing House, or impose a liability on the 
Clearing House, it shall be construed as the right or liability of the Exchange, and shall be 
enforced by or against the Exchange.   
For purposes of these Chapter 8 rules and except as otherwise noted within a particular rule, 
all references to requirements, conditions or procedures of the Clearing House, shall be 
deemed to apply to Dubai Mercantile Exchange Limited (“DME”) contracts.  The Clearing 
House, in relation to providing clearing services to DME for transactions effected on or subject 
to the rules of the DME, will provide reports and such other information to the DME as may be 
required for the business operation and regulatory requirements applicable to the DME. 

801. MANAGEMENT 

The general direction of the Clearing House shall be under the jurisdiction of the Clearing 
House Risk Committee.  The Chief Executive Officer with the approval of the Board shall 
appoint a President of the Clearing House, who shall be responsible for the daily operation of 
the Clearing House and the implementation of the rules applicable to the Clearing House.  The 
President of the Clearing House may also delegate authority for certain aspects of the daily 
operation of the Clearing House to staff of the Clearing House. 
Exchange staff shall adopt, establish, publish and amend from time to time a Clearing House 
Manual of Operations ("Manual").  This Manual shall contain, among other things, information 
and directions for preparing trade data, completing prescribed memoranda and meeting other 
Clearing House requirements.  The Manual and amendments thereto shall constitute part of 
the rules of the Exchange. 

802. PROTECTION OF CLEARING HOUSE 
802.A. Default by Clearing Member or Other Participating Exchanges 
The Clearing House shall establish a guaranty fund (the “Base Guaranty Fund”) for products 
other than CDS Products, IRS Products and any positions commingled with IRS Contracts 
pursuant to Rule 8G831 (such products, the “Base Guaranty Fund Products” and each 
product, a “Base Guaranty Fund Product Class”). Each clearing member shall contribute to the 
Base Guaranty Fund in accordance with the requirements of Rule 816. A clearing member’s 
Base Guaranty Fund contribution may be applied by the Clearing House in accordance with 
this Rule 802 to mitigate a Loss (as defined below) to the Clearing House attributable to any 
cleared Base Guaranty Fund Product Class (as defined below) regardless of the Base 
Guaranty Fund Product Classes a clearing member clears. However, in order to accommodate 
differences in time frames and processes associated with the liquidation of certain Base 
Guaranty Fund Product Classes, Losses will be allocated among a set of Base Guaranty Fund 
tranches established to reflect the relative contributions of different product classes to the total 
Base Guaranty Fund. Notwithstanding this prioritization of the Clearing House’s recourse, 
ultimately the entire Base Guaranty Fund will be available if necessary to satisfy all losses 
regardless of Base Guaranty Fund Product Class. 
1. Default by Clearing Member 
If a clearing member of CME, CBOT, NYMEX, COMEX, or an OTC Clearing Member or a 
Clearing Participant of the Kansas City Board of Trade Clearing Corporation (which, for the 
purposes of this rule shall be considered within the definition of the term “clearing member”),  
(i) fails promptly to discharge any obligation to the Clearing House or (ii) becomes subject to 
any bankruptcy, reorganization, arrangement, insolvency, moratorium, or liquidation 

© Copyright Chicago Mercantile Exchange, Inc. All rights reserved. Page 3 of 30 
 



 

 
 

proceedings, or other similar proceedings under U.S. federal or state bankruptcy laws or other 
applicable law, the Clearing House may declare such clearing member to be in default. For 
purposes of this Rule 802, each default by a clearing member will be considered a separate 
default event, provided that if a clearing member has been declared in default, subsequent 
failures to pay by such defaulting clearing member shall not be considered separate default 
events unless and until the original default has been fully resolved and such clearing member 
has been restored to good standing. 
2. Defaulting Clearing Member’s Collateral 
If a clearing member defaults, its Base Guaranty Fund contribution (pursuant to Rule 816), its 
performance bonds on deposit with the Clearing House relating to the Base Guaranty Fund 
Product Classes, the proceeds of the sale of any membership assigned to it for clearing 
qualification, and any of its other assets held by, pledged to or otherwise available to the 
Clearing House, shall be applied by the Clearing House to discharge the clearing member’s 
obligation to the Clearing House. The defaulting clearing member shall take no action, 
including but not limited to, attempting to obtain a court order that would interfere with the 
ability of the Clearing House to so apply such assets and proceeds. 
If the Base Guaranty Fund contribution, performance bond relating to Base Fund Products and 
other assets of a clearing member available to the Clearing House are insufficient to satisfy all 
of its obligations to the Clearing House, including all claims against the Clearing House by 
reason of its substitution for that clearing member pursuant to Rule 804 or Rule 8F05, the 
Clearing House shall nonetheless pay all such claims, which payments by the Clearing House 
shall be deemed a loss to it (hereinafter “Loss”) and which shall be a liability of the defaulting 
clearing member to the Clearing House, which the Clearing House may collect from any other 
assets of such clearing member or by process of law. 
For purposes of this Rule, the positions in the cross-margin account of a Participating Clearing 
Member or its Cross-Margining Affiliate at a Cross-Margining Clearing Organization, and the 
performance bond thereon, shall be considered assets of the Participating Clearing Member 
available to the Clearing House to the extent provided in the Cross-Margining Agreement 
between the Clearing House and such Cross-Margining Clearing Organization. A clearing 
member in default shall immediately make up any deficiencies in its Base Guaranty Fund 
contribution resulting from such default and in any event no later than the close of business on 
the banking day following demand by the Clearing House. 
3. Default by Other Participating Exchanges or Partner Clearinghouses 

If a Participating Exchange or Partner Clearinghouse fails to promptly discharge any obligation 
to the Clearing House arising out of its obligations to the Exchange, such Participating 
Exchange's or Partner Clearinghouse’s letters of credit, performance bonds and other assets 
available to the Clearing House shall be applied by the Clearing House to discharge the 
obligation, pursuant to the procedures set forth below in Rule 802.A.5 with respect to a 
defaulting clearing member.  If such resources are insufficient to satisfy the Participating 
Exchange’s or Partner Clearinghouse’s obligations to the Clearing House, the deficiency shall 
be considered a Loss that is subject to satisfaction pursuant to Rule 802.B. 
4. Allocation of Base Guaranty Fund into Tranches 
The Base Guaranty Fund shall be composed of the required Base Guaranty Fund 
contributions of clearing members pursuant to Rule 816, or any comparable security deposit 
contributions from a Participating Exchange or Partner Clearinghouse. The Clearing House 
shall allocate the Base Guaranty Fund into tranches as follows:  
i. Base Tranche. Base Guaranty Fund Product Classes that are not associated with an 
Alternate Tranche as described below shall comprise the Base Product Class. The first 80% of 
Base Guaranty Fund amounts contributed with respect to the Base Product Class shall be the 
“Base Tranche”. 
ii. [Reserved] 
iii. Alternate Product Class Tranches. Any other product class approved by the Clearing 
House Risk Committee to support a product-specific Base Guaranty Fund tranche hereunder 
shall comprise an Alternate Product Class. The first 80% of Base Guaranty Fund amounts 
contributed with respect to each such an Alternate Product Class shall be an “Alternate 
Tranche”. 
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iv. Commingled Tranche. The remaining 20% of Base Guaranty Fund amounts contributed 
with respect to all of the foregoing Product Classes shall be the “Commingled Tranche”. 
As set forth below in 802.B, if the collateral of the defaulting clearing member, as described in 
Rule 802.A.2, Participating Exchange or Partner Clearinghouse is insufficient to satisfy its 
obligation to the Clearing House, the Tranche associated with a particular Base Guaranty Fund 
Product Class will be the Tranche first applied to reimburse the Clearing House for Losses 
attributable to that Base Guaranty Fund Product Class, as determined in accordance with Rule 
802.A.5, (i.e., the Base Tranche will first be applied to Losses attributed to the Base Product 
Class, and the Alternate Tranche will first be applied to Losses attributed to an Alternate 
Product Class).  The Base Guaranty Fund requirements of clearing members for purposes of 
allocation of such amounts into the Tranches shall be the required amounts in effect for each 
clearing member at the time of the default. 
5. Apportionment Among Base Guaranty Fund Product Classes; Application of Defaulting 
Clearing Member’s Collateral 
Upon a default, the Clearing House shall apply the defaulting clearing member’s collateral to 
the deficiency in accordance with the following procedures: 
i.  Initial Allocation of Assets to Base Guaranty Fund Product Classes.  Subject to the 
provisions of 802.G, as of the cycle in which the default occurs, the Clearing House shall 
allocate assets of the defaulting clearing member to the different Base Guaranty Fund Product 
Classes in which the clearing member has open positions as follows: (a) the defaulting clearing 
member’s Base Guaranty Fund requirement associated with each Base Guaranty Fund 
Product Class shall be attributed to such Class, (b) the defaulting clearing member’s required 
performance bond amounts for each Base Guaranty Fund Product Class as of the prior 
clearing cycle shall be allocated to such Class, (c) any CME shares (whether common shares 
or class B shares) or any cash posted in lieu of such shares, and (d) any of the defaulting 
clearing member’s other assets held by, pledged to or otherwise available to the Clearing 
House shall be divided among the Base Guaranty Fund Product Classes in proportion to the 
defaulting clearing member’s Base Guaranty Fund requirement. 
ii. Management of Obligations for Cycle of Default. As of the cycle in which the default 
occurs, the Clearing House shall aggregate the following assets: any excess Base Guaranty 
Funds, any excess performance bond from the prior clearing cycle for Base Guaranty Fund 
Product Classes, any partial payment by the clearing member for the default cycle, and any 
other available assets of the clearing member that are not specific to a Base Guaranty Fund 
Product Class.  Such unassigned assets shall be allocated first to any net settlement variation 
payment obligation of the defaulting clearing member to the Clearing House relating to Base 
Guaranty Fund Product Classes, pro rata across account classes relative to the net settlement 
variation payment obligation for each account class.  If the unassigned funds so allocated are 
sufficient to satisfy the clearing member’s immediate settlement variation payment obligations 
for Base Guaranty Fund Product Classes, any remaining unassigned funds shall be divided 
among the Base Guaranty Fund Product Classes, pro rata in proportion to the size of the 
performance bond requirements for each Base Guaranty Fund Product Class for the clearing 
cycle immediately prior to the default. If the unassigned funds are not sufficient to satisfy the 
clearing member’s settlement variation payment obligations for Base Guaranty Fund Product 
Classes for the default cycle, then (i) the Clearing House shall apply the unassigned funds to 
such obligations, pro rata relative to the size of such obligations on a per-Base Guaranty Fund 
Product Class basis, and within each Base Guaranty Fund Product Class, pro rata across 
account classes, and (ii) the remaining settlement variation payment obligations for such 
clearing cycle shall be satisfied on a per-Base Guaranty Fund Product Class basis only from 
the assets allocated to the relevant Base Guaranty Fund Product Class pursuant to 802.A.5.i.  
If the Clearing House is unable to satisfy a settlement variation payment obligation attributable 
to any Base Guaranty Fund Product Class from such assets, the deficiency shall be a Loss 
that the Clearing House shall satisfy pursuant to the procedures in Rule 802.B.  For the 
avoidance of doubt, as set forth in 802.G, the Clearing House shall not use performance bond 
amounts or other collateral in any customer account class of the defaulting clearing member to 
satisfy a payment obligation to the Clearing House in respect of the defaulting clearing 
member’s proprietary account. 
iii. Payment Obligations as Losses are Finalized.  During any subsequent clearing cycles in 
which the Clearing House is managing and/or liquidating open positions in respect of the 
defaulting clearing member, the Clearing House shall satisfy any settlement variation payment 

© Copyright Chicago Mercantile Exchange, Inc. All rights reserved. Page 5 of 30 
 



 

 
 

obligations owed by the defaulting Clearing member to the Clearing House, or other realized 
losses of or expenses to the Clearing House with respect to the default, on a per-Base 
Guaranty Fund Product Class basis, only from the assets allocated to the relevant Base 
Guaranty Fund Product Class pursuant to 802.A.5.i.  Any settlement variation gain to the 
defaulting clearing member in any Base Guaranty Fund Product Class during such subsequent 
clearing cycles shall be added to collateral allocated to such Product Class pursuant to 
802.A.5.i. Any additional assets of the defaulting clearing member obtained by the Clearing 
House during subsequent clearing cycles (including amounts from CDS Products and IRS 
Products made available to Base Guaranty Fund Product Classes) shall be divided among the 
Base Guaranty Fund Product Classes pro rata in proportion to the size of the performance 
bond requirements for each Base Guaranty Fund Product Class for the clearing cycle 
immediately prior to the default.  The Clearing House shall apply such collateral to such 
payment obligations for all account classes, giving priority to customer account classes (i.e., 
customer accounts and proprietary accounts).  If the Clearing House is unable to satisfy a 
settlement variation payment obligation to the Clearing House, or other realized loss or 
expense to the Clearing House, from the defaulting clearing member’s collateral as set forth in 
this paragraph, the deficiency shall be a Loss that the Clearing House shall satisfy pursuant to 
the procedures in Rule 802.B.  For the avoidance of doubt, as set forth in 802.G, the Clearing 
House shall not use performance bond amounts or other collateral in any customer account 
class of the defaulting clearing member to satisfy a payment obligation to the Clearing House 
in respect of the defaulting clearing member’s proprietary account. 
Final determination of gain or deficiency for each Product Class. When the Clearing House 
determines the final net deficiency for a Base Guaranty Fund Product Class, it shall apply any 
remaining collateral of the defaulting clearing member with respect to such Base Guaranty 
Fund Product Class to satisfy the deficiency.  If the Clearing House achieves a final gain, or if 
any excess collateral remains following satisfaction of a deficiency, the Clearing House shall 
allocate such excess funds to the defaulting clearing member’s collateral for Base Guaranty 
Fund Product Classes within the same account class as to which a final gain or deficiency is 
yet to be determined, pro rata in proportion to the size of the performance bond requirements 
for such Base Guaranty Fund Product Classes for the clearing cycle immediately prior to the 
default.  For the avoidance of doubt, as set forth in 802.G, the Clearing House shall not use 
performance bond amounts or other collateral in any customer account class of the defaulting 
clearing member to satisfy a payment obligation to the Clearing House in respect of the 
defaulting clearing member’s proprietary account.  Any gains or excess collateral within a 
segregated customer account class following final determination of the defaulting clearing 
member’s losses shall remain segregated to the relevant customer account class, where it 
may be used to satisfy payment obligations arising from such account class in other Product 
Classes, but shall not be added to the clearing member’s collateral generally.  
Any remaining unsatisfied obligations of the defaulting clearing member shall become Losses 
to the Clearing House that shall be satisfied as set forth below. 
802.B. Satisfaction of Clearing House Obligations 

If the Clearing House is unable, using the defaulting clearing member’s collateral as set forth in 
Rule 802.A, to satisfy all of the clearing member’s obligations to the Clearing House then such 
obligations shall be met and made good promptly by the Clearing House pursuant to this Rule 
802.B. Such obligations include, but shall not be limited to, costs associated with the 
liquidation, transfer and managing of positions, arising out of: 1) its substitution (pursuant to 
Rule 804 or Rule 8F05) for a defaulting clearing member a defaulting Participating Exchange, 
or a defaulting Partner Clearinghouse; 2) a shortfall in a cross-margining program; 3) the 
failure of a depository, exchange or market apart from the Exchange but whose transactions 
are cleared pursuant to the provisions of Chapters 8B, 8C, 8D, 8E or 8F; or 4) any other 
cause. All of the foregoing shall be deemed Losses to the Clearing House, which shall be 
apportioned by the Clearing House to Loss categories associated with the Base Guaranty 
Fund Product Class producing the Loss. Losses that cannot readily be attributed to a specific 
Base Guaranty Fund Product Class shall be apportioned by the Clearing House across all 
Base Guaranty Fund Product Classes in proportion to relative size of the Tranches (excluding 
the Commingled Tranche). Losses shall be satisfied by the Clearing House in the order of 
priority hereafter listed.  Non-defaulting clearing members shall take no actions, including but 
not limited to attempting to obtain a court order, that would interfere with the ability of the 
Clearing House to collect and apply assets and proceeds in accordance with this Rule 802.B. 

© Copyright Chicago Mercantile Exchange, Inc. All rights reserved. Page 6 of 30 
 



 

 
 

For purposes of this Rule 802.B, a default by a Participating Exchange or a Partner 
Clearinghouse shall be managed in the same manner as a default by a clearing member. 
 
1. If Losses Are Limited to the Base Product Class 
 

i. The corporate contribution of CME, which shall equal $100,000,000 (the “CME 
Contribution”). 

ii. The Base Tranche. 
iii. The Commingled Tranche. 
iv. The Alternate Tranche. 
v. The balance of any Losses remaining after the application of the above funds shall be 
assessed against all clearing members (excluding any insolvent or defaulting clearing 
members).  Each clearing member (excluding any insolvent or defaulting clearing member) 
shall be subject to an assessment up to an amount that does not exceed (A) a total of 275 per 
cent of such clearing member’s Base Guaranty Fund requirements attributable to all Base 
Guaranty Fund Product Classes at the time of the default with respect to Losses attributed to a 
single defaulted clearing member and (B) a total of 550 per cent of such clearing member’s 
Base Guaranty Fund requirements attributable to all Base Guaranty Fund Product Classes at 
the time of the default with respect to Losses attributed to all defaulted clearing members 
during a Base Cooling Off Period. Assessed amounts shall be divided among clearing 
members pro rata in proportion to the size of the Clearing House’s assessment authority with 
respect to each clearing member.  
 
2. [Reserved]  
 
3. If Losses Are Limited to an Alternate Product Class: 
 
i. The CME Contribution. 
ii. The Alternate Tranche. 
iii. The Commingled Tranche. 
iv. The Base Tranche and any other Alternate Tranche, pro rata in accordance with the relative 
size of such Tranches. 
v. The balance of any Losses remaining after the application of the above funds shall be 
assessed against all clearing members (excluding any insolvent or defaulting clearing 
members). Each clearing member (excluding any insolvent or defaulting clearing member) 
shall be subject to an assessment up to an amount that does not exceed (A) a total of 275 per 
cent of such clearing member’s Base Guaranty Fund requirements attributable to all Base 
Guaranty Fund Product Classes at the time of the default with respect to Losses attributed to a 
single defaulted clearing member and (B) a total of 550 per cent of such clearing member’s 
Base Guaranty Fund requirements attributable to all Base Guaranty Fund Product Classes at 
the time of the default with respect to Losses attributed to all defaulted clearing members 
during a Base Cooling Off Period. Assessed amounts shall be divided among clearing 
members pro rata in proportion to the size of the Clearing House’s assessment authority with 
respect to each clearing member.  
 
4. If Losses Are Apportioned Among Multiple Product Classes:  
 
Because of differences in the timeframes and processes associated with the liquidation of 
certain product types, the Clearing House may finalize Loss amounts associated with different 
Base Guaranty Fund Product Classes at different points in time. Notwithstanding this, the 
Clearing House will act with all possible speed to satisfy the Losses as they are finalized, in the 
order of priority and per the schedule set forth below.  
i. The CME Contribution shall be applied. The CME Contribution shall be divided by the 
Clearing House into separate segments in proportion to the size of each Tranche except for 
the Commingled Tranche. Each segment of the CME Contribution shall be applied first to 
Losses associated with the applicable Base Guaranty Fund Product Class for such segment, 
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and only at such time as one or more Losses associated with such Tranche are finalized. 
Subject to paragraph 802.C if any of the CME Contribution remains after such initial 
application, such funds shall be reserved to be later applied to Losses associated with other 
Product Classes as set forth in paragraph 802.B.4.v. 
ii. The Base Tranche shall be applied to Losses associated with the Base Product Class and 
any Alternate Tranche shall be applied to Losses associated with the applicable Alternate 
Product Class, in each case when one or more Losses associated with such Tranche are 
finalized.  Subject to paragraph 802.C, if the Tranche is not exhausted, any remaining funds 
shall be held in such Tranche and may later be applied to other Losses as set forth in 
paragraph 802.B.4.v. 
iii. The Commingled Tranche funds shall be applied to remaining Losses associated with any 
Base Guaranty Fund Product Class immediately as such Losses are finally determined by the 
Clearing House, in the order that the amounts of such Losses are finalized. Consequently, the 
application of Commingled Tranche funds to Losses associated with one Base Guaranty Fund 
Product Class may occur prior to the finalization of Losses associated with other Base 
Guaranty Fund Product Classes (i.e., prior to the completion of the processes set forth in 
paragraphs 802.B.4.i and 802.B.4.ii with respect to Losses associated with another Base 
Guaranty Fund Product Class).  If Losses associated with more than one Base Guaranty Fund 
Product Class are to be finalized pursuant to auction processes being conducted concurrently, 
then any remaining Commingled Tranche funds shall be divided and allocated to such auctions 
during the auction process, pro rata in proportion to the relative sizes of the mark-to-market 
losses for such Base Guaranty Fund Product Classes. 
iv. Any Losses remaining after the application of the processes set forth above shall be 
assessed against all clearing members (excluding any insolvent or defaulting clearing 
members) up to an amount that does not exceed (A) a total of 275 per cent of the aggregate 
guaranty fund requirements across all clearing members (excluding any insolvent or defaulting 
clearing members) at the time of the default with respect to the Base Guaranty Fund Product 
Class with which the Loss is associated with respect to Losses attributed to a single defaulted 
clearing member and (B) a total of 550 per cent of the aggregate guaranty fund requirements 
across all clearing members (excluding any insolvent or defaulting clearing members) at the 
time of the default with respect to the Base Guaranty Fund Product Class with which the Loss 
is associated and all defaulted clearing members during a Base Cooling Off Period.  Such 
assessments shall occur on a per- Base Guaranty Fund Product Class basis as Losses 
associated with each Base Guaranty Fund Product Class are finalized by the Clearing House. 
Consequently, the application of an assessment against clearing members with respect to 
Losses associated with one Base Guaranty Fund Product Class may occur prior to the 
finalization of Losses associated with other Base Guaranty Fund Product Classes.  Assessed 
amounts shall be divided among clearing members pro rata in proportion to the size of the 
Clearing House’s assessment authority with respect to each clearing member, without regard 
to the Base Guaranty Fund Product Classes cleared by such clearing member or the 
proportion to which such Base Guaranty Fund Product Classes contribute to such clearing 
member’s maximum assessment exposure.  (For example, a clearing member that clears only 
Alternate Tranche products and that is subject to a maximum $1 billion assessment because of 
that clearing activity will be subject to assessment of up to $500 million for a Loss associated 
with the Base Product Class if 50% of the Clearing House’s aggregate assessment powers are 
generated by Base Guaranty Fund requirements with respect to the Base Product Class.)  Any 
remaining unused assessment authority associated with Base Guaranty Fund Product Classes 
as to which Losses are fully satisfied shall be reserved and later may be applied to Losses 
associated with other Product Classes as set forth in paragraph 802.B.4.v below. 
v. (a) Collateral of the defaulting clearing member, (b) the CME Contribution, (c) Base Tranche 
funds or Alternate Tranche funds, and (d) assessment powers shall be applied to remaining 
Losses as they are finalized with respect to each Base Guaranty Fund Product Class and in 
such order, provided that if at the time of any such application, Losses associated with another 
Base Guaranty Fund Product Class remain to be finalized, the Clearing House shall continue 
to reserve a portion of such remaining funds or assessment powers, pro rata in proportion to 
the size of the Tranches originally supporting such Base Guaranty Fund Product Classes, until 
such remaining Losses are finalized. When all Losses have been finalized by the Clearing 
House, any remaining reserved funds and assessment powers of any kind may be applied to 
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satisfy such Losses, pro rata relative to the size of the remaining losses for the Base Guaranty 
Fund Product Classes. 
 
5. Fedwire and Satisfaction of Assessment 
 
All amounts assessed by the Clearing House against a clearing member pursuant to this Rule, 
during the hours in which the Federal Reserve's wire transfer system (Fedwire) is in operation, 
shall be paid to the Exchange by such clearing member prior to the close of Fedwire on such 
day; provided, however, that all amounts assessed within one (1) hour prior to the close of 
Fedwire shall be paid to the Exchange within one (1) hour after Fedwire next opens. 
Any clearing member that does not satisfy an assessment, made pursuant to this paragraph 
802.B.5 or paragraphs 802.B.1.v, 802.B.2.v, 802.B.3.v, 802.B.4.iv or 802.B.4.v above, shall be 
in default. Any Loss that occurs as a result of such default shall itself be assessed by the 
Clearing House to non-defaulting clearing members pursuant to the applicable paragraph. 
If a clearing member (i) has made payment of all amounts assessed against it pursuant to this 
Rule 802.B in connection with any single default and any related default by any other clearing 
member with respect to its own assessment, (ii) has replenished any deficiency in its Base 
Guaranty Fund contribution in accordance with Rule 802.D, and (iii) within five (5) business 
days after making such payments, has satisfied the other conditions for withdrawal set forth in 
Rule 913.A, it may provide written notice of its application to withdraw from clearing 
membership pursuant to Rule 913. Upon receipt of such notice, provided that the foregoing 
conditions have been satisfied, the withdrawing clearing member shall not be subject to any 
residual assessment to cover Losses for defaults occurring after the related Base Cooling Off 
Period. Further, the Base Guaranty Fund contribution that it has restored shall not be used or 
applied towards meeting any claim or obligation of the Clearing House pursuant to Rule 802.B 
that arises with respect to defaults occurring after the related Base Cooling Off Period, and the 
withdrawing clearing member’s Base Guaranty Fund contribution shall be released in 
accordance with Rule 913. 
After payment of an assessment pursuant to Rule 802.B, a clearing member shall charge other 
clearing members for whom it clears contracts or carries positions on its books to recover their 
proportional share of the assessment. Such other clearing members shall promptly pay the 
charge. 
 
6. Details of Implementation 
 
While adherence to the provisions of this Rule 802.B shall be mandatory, the detailed 
implementation of the process of finalizing Losses with respect to a default, including the 
liquidation, auction or sale of positions or assets of the defaulting clearing member, shall be 
conducted by the Clearing House in consultation with the Clearing House Risk Committee, 
with the approval of the Board, and/or such other committee as the Board may designate.  
In order to ensure that the process for liquidating open commodity contracts results in 
competitive pricing, to the extent feasible under market conditions at the time of liquidation, 
liquidation of open commodity contracts held for a house account or customer account of a 
defaulting clearing member may occur by one or more of the following methods: (a) book entry 
that offsets open commodity contracts on the books of the defaulting clearing member; (b) 
liquidation in the open market; and/or (c) one or more private auctions amongst qualified 
market participants invited by the Clearing House to submit confidential bids. The Clearing 
House shall have discretion to select the best bid submitted for any portfolio in an auction, 
based on the totality of the circumstances.  
In the event that identical customer commodity contracts are liquidated in the open market on 
the same date but cannot be liquidated at the same price, unless the Clearing House 
determines that it would be inappropriate, a weighted average of the liquidation prices for such 
contracts shall be used in determining the value of the liquidated commodity contracts for each 
such customer. In the event that open commodity contracts of multiple customers are 
liquidated in a bulk auction, the net proceeds of such auction shall be allocated on a pro rata 
basis amongst the affected customers based upon their applicable performance bond 
requirements for the clearing cycle immediately prior to the default. 
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802.C. Application of Funds to Avoid Clearing House Insolvency 
Notwithstanding any requirements to reserve funds set forth in Rule 802.A or Rule 802.B, if at 
any point following a default, the Clearing House will be unable to timely fulfill its obligations 
following application of the funds described above in the priority described above, such that the 
Clearing House is in imminent danger of defaulting on its obligations or being declared 
insolvent, then the Clearing House shall be entitled to apply to such obligation any available 
funds reserved from the defaulting clearing member’s collateral, the CME Contribution or any 
Tranche (other than the Commingled Tranche, which shall have been exhausted pursuant to 
paragraph 802.B.4.iii), in the foregoing order of priority, if necessary to avoid a default by the 
Clearing House or a declaration of its insolvency. Such use of reserved funds may only be 
made (i) if the Clearing House reasonably concludes that there is a reasonable expectation 
that (A) the use of such funds will satisfy the immediate obligation and avoid a default or 
insolvency and (B) that the remaining funds in the overall financial safeguards package 
(including assessment powers) will be sufficient to satisfy the finalized Losses with respect to 
all Base Guaranty Fund Product Classes, and (ii) the Clearing House reaches such conclusion 
in consultation with the Clearing House’s primary regulator as to the specific facts, 
circumstances and estimates of Losses supporting such conclusion.  In such case, the 
Clearing House shall restore the funds so employed to the reserved collateral segments, the 
CME Contribution segments or Tranches from which they were drawn promptly following 
receipt by the Clearing House of assessment payments or any other amounts that become 
available to it in respect of obligations arising out of the defaulted clearing member’s default. 
 
802.D. Restoration of Funds Following Final Determination of Losses 
If after the default of a clearing member is finally resolved, the Clearing House determines that 
collateral of the defaulting clearing member, the CME Contribution, Tranche funds other than 
the Commingled Tranche, or assessment powers were employed in a manner different from 
what would have occurred had all assets been secured and liquidated immediately and all 
Losses finalized simultaneously, then the Clearing House shall make appropriate (i) 
distributions to the non-defaulting firms whose Base Guaranty Funds were applied or who 
were assessed and/or (ii) rebalancing allocations among Base Guaranty Fund tranches. 
 
802.E. Rights of Exchange for Recovery of Loss 
Losses caused by the default of a clearing member, Participating Exchange or Partner 
Clearinghouse are amounts due to the Clearing House from such clearing member, exchange 
or clearing house and shall remain legal obligations thereof notwithstanding the Clearing 
House’s recourse to the loss-mutualization provisions of this Rule 802, which amounts the 
Clearing House shall take commercially reasonable steps to recover (including claims 
submitted in bankruptcy court).  If a Loss for which clearing members or their Base Guaranty 
Fund contributions have been assessed is subsequently recovered by the Exchange in whole 
or in part, the net amount of such recovery shall be credited to such clearing members 
(whether or not they are still clearing members at the time of recovery) in proportion to the 
amount of the assessment. 
 
802.F. Guaranty Fund Contributions to be Restored 
In the event it shall become necessary to apply all or part of the Base Guaranty Fund 
contributions to meet obligations to the Clearing House pursuant to this Rule 802, clearing 
members shall restore their contribution to the Base Guaranty Fund to previously required 
level prior to the close of business on the next banking day. 
 
802.G. Default Management Across Account Classes 
The procedures set forth in 802.A and 802.B shall be conducted separately by the Clearing 
House with respect to open positions and associated performance bond contributions for 
different account classes. Upon a default, the Clearing House may, in accordance with 
applicable law,  act immediately to attempt to transfer to alternate clearing members part or all 
customer positions and associated collateral with respect to any customer account class in 
which there is no default on payment obligations or shortfall in required collateral, and in such 
cases the Clearing House shall not apply segregated customer collateral to any payment 
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obligations or Losses arising from a default in any proprietary account or a different customer 
account class.  
 
1. If a default occurs in a customer futures account, the Clearing House has the right to 
liquidate and apply toward the default all open positions and customer performance bond 
deposits in the futures account class of the defaulting clearing member. Accordingly, positions 
and performance bonds deposited by customers not causing the default are at risk if there is a 
default in the futures account class of their clearing member. If the Clearing House liquidates 
positions and/or collateral in the futures account class, any collateral remaining after 
application to Losses in respect of such account class shall be reserved to the futures account 
class in order to satisfy the claims of non-defaulting customers in accordance with applicable 
law. 
 
2. In order to minimize disruptions and loss to its public customers if a clearing member 
defaults, each clearing member shall cause its cleared swaps customers to establish 
arrangements to directly make all required performance bond and settlement variation 
payments directly to the Clearing House and to keep current and on file with the Clearing 
House any direction to transfer its open positions and collateral to another clearing member. 
 
3. The Clearing House shall treat positions and collateral of the cleared swaps customers of a 
clearing member, which has been declared to be in default, in accordance with Part 22 of the 
CFTC’s regulations.  Immediately after the default of a clearing Member, the Clearing House 
shall cease netting settlement variation among the cleared swaps customers of the defaulted 
clearing member.  
 
4. If the Clearing House ceases to net settlement variation margin of the customers of a 
defaulted clearing member, the Clearing House will calculate the settlement variation margin 
obligation owed to each cleared swaps customer (“collects”), and also calculate the settlement 
variation margin obligation owed to the Clearing House by each cleared swaps customer 
(“pays”).  The Clearing House will establish a holding account for settlement variation margin 
collects owed to each cleared swaps customer or, subject to necessary approvals, pay such 
settlement variation margin collects directly to each cleared swaps customer.  The Clearing 
House will collect cleared swaps customer settlement variation margin pays from the following 
sources:  
(i) Directly from the obligated cleared swaps customer in accordance with the arrangements 

 established pursuant to 802.G.2 or by attaching any excess collateral attributable to that 
 customer; 

(ii) By means of liquidating the collateral supporting the cleared swaps customer’s position 
attributed to a cleared swaps customer that fails to make a required settlement variation 
payment when due.  The proceeds of such liquidation shall be used to meet the cleared 
swaps customer's settlement variation pay obligation to the clearing house. (If the 
collateral is liquidated, the positions supported by the collateral shall be promptly 
liquidated.); 
 

Any unmet cleared swaps customer obligation to the Clearing House will be a “Loss,” per 
802.A.2, and will be cured in accordance with the provisions of 802.B. 
 
5. The Clearing House shall rely on its own books and records to identify the portfolio of rights 
and obligations arising from the positions of each cleared swaps customer.  To the extent the 
Clearing House’s books and records are not available or the Clearing House determines that 
its books and records are not accurate, the Clearing House shall rely on the information 
provided by the defaulted clearing member to identify the portfolio of rights and obligations 
arising from the positions for each of its cleared swaps customers. 
 
6. Upon liquidating the defaulting clearing member’s proprietary account, any remaining 
collateral may be applied by the Clearing House to Losses remaining in the defaulting clearing 
member’s customer account classes, provided that such collateral shall be divided among the 
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Product Classes as described above. If the defaulting clearing member has more than one 
customer account class that has been declared to have defaulted, proceeds from the 
defaulting clearing member’s proprietary account for each relevant Product Class shall be 
divided by the Clearing House pro rata among such customer account classes, based on their 
applicable performance bond requirements for the clearing cycle immediately prior to the 
default.  
802.H. Base Cooling Off Period and Multiple Defaults 
The provisions set forth in Rule 802.A and 802.B shall apply with respect to each default by a 
clearing member.  If more than one clearing member default occurs at a time or in close 
sequence, including a default that occurs by reason of a clearing member’s failure to satisfy an 
assessment demand, the Clearing House shall manage the defaults separately.  Upon any 
default, non-defaulted clearing members shall be subject to a maximum obligation during the 
relevant Base Cooling Off Period to contribute to the Base Guaranty Fund and to fund 
assessments as set forth in Rule 802.B.  This maximum shall apply from the date of the 
original default until the later of (i) the 5th Business Day thereafter and (ii) if another clearing 
member defaults during the 5 Business Days following the initial or any subsequent default, 
the 5th Business Day following the last such default (such period, the “Base Cooling Off 
Period”), regardless of the number of defaults that occur during such Base Cooling Off Period. 

 The aggregate maximum contribution for the Base Cooling Off Period shall be based upon 
each clearing member’s Base Guaranty Fund requirement and assessment exposure in effect 
at the commencement of the Base Cooling Off Period.  The maximum does not limit clearing 
members’ obligations to restore their Guaranty Fund contributions as set forth in Rule 802.F, 
except that if the clearing member’s required Guaranty Fund contribution would exceed such 
maximum, the clearing member’s Base Guaranty Fund requirement shall be reduced 
accordingly for the remainder of the Base Cooling Off Period.  Following a Base Cooling Off 
Period, the Clearing House shall notify each clearing member of its Base Guaranty Fund 
deposit obligation and its assessment exposure.  

803. LIMITATION OF LIABILITY 
The liability of the Clearing House shall be limited to losses resulting from the substitution of 
the Clearing House upon contracts between clearing members and to losses in connection 
with substitution of another Participating Exchange for clearing members (i.e., the Mutual 
Offset System), and to losses in connection with amounts due and owing from a Partner 
Clearing House.  The Clearing House shall not be liable for any other obligations, including but 
not limited to, obligations of a non-clearing member, obligations of a clearing member to a non-
member, obligations of a clearing member to another member of the Clearing House who is 
acting for him as broker, or obligations to a customer by a clearing member; nor shall the 
Clearing House become liable to make deliveries to or accept deliveries from a customer of its 
clearing members. 

804. SUBSTITUTION1 

Except with respect to trades made pursuant to Rules 526, 538 and 853, the Clearing House 
shall, through the process of novation, be substituted as, and assume the position of, seller to 
the buyer and buyer to the seller of the relevant number of Exchange or Marketplace contracts 
upon the successful matching of trade data submitted to the Exchange by the clearing 
members on the long and short sides of a trade.  With respect to contracts that are traded on 
and matched by another exchange or market, the Clearing House shall be substituted as, and 
assume the position of, seller to buyer and buyer to seller of the relevant number of such 
contracts upon matching of trade data submitted to and accepted by the Exchange. 
Upon such substitution, each clearing member shall be deemed to have bought the contracts 
from or sold the contracts to the Clearing House, as the case may be, and the Clearing House 
shall have all the rights and be subject to all the liabilities of such member with respect to such 
transaction.  Such substitution shall be effective in law for all purposes. 
With regard to trades made pursuant to Rules 526, 538 and 853, the Clearing House shall be 
substituted at the time payment of the first settlement variation and performance bond due for 
such trades pursuant to Rule 814 is confirmed by the appropriate settlement bank for both 

1 Revised December 2008. 
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members. 

805. OPEN POSITIONS 
All contracts for the purchase or sale of any product for future delivery shall remain open and 
in force, and shall continue to be binding upon the original parties until liquidated by offset as 
provided in Rule 806 or by delivery or failure to perform as provided in Chapter 7. 

806. OFFSET PROCESS 
When a member buys and sells the same commodity for the same delivery month or a put or 
call option with the same strike price and expiration month and such contracts are cleared 
through the Clearing House, the purchases and sales are not automatically offset one against 
the other.  Transactions can only be offset against one another by complying with Rule 811.  

807. OPEN LONG POSITIONS DURING DELIVERY MONTH 

At such times and in such manner as shall be prescribed by the Manual, clearing members 
shall submit a complete and accurate record of dates of all open purchases for use in making 
deliveries.  Clearing members shall be fully responsible for inventories submitted to the 
Clearing House.  Unless otherwise provided in the Manual, beginning on the day following the 
first day on which longs may be assigned delivery, all purchases and sales, made in one day in 
the lead month contract by a person holding a long position in that contract, must first be 
netted out as day trades with only the excess buys considered new longs or the excess sales 
being offsets of the long position. 
This rule shall not apply to trading in options contracts. 

808. PROCEDURES FOR TRADE SUBMISSION ON CME CLEARPORT 

808.A. Scope of Rule 
This Rule governs transactions not competitively executed on the Exchange ("Transactions") 
that are submitted via CME ClearPort for clearing in connection with a contract that is listed on 
the Exchange for clearing only or listed for trading and clearing on the Exchange. For purposes 
of this Rule, the two parties to the Transaction shall be referenced as the "Parties to the 
Transaction."  
808.B. Compliance with Regulatory Exemptions and Exclusions 
Each of the Parties to the Transaction shall be responsible for ensuring that, where applicable, 
the Transaction complies with CFTC regulatory requirements.  
808.C. Block Trades or Exchange for Related Position Transactions 
The process of submission of a block trade or an exchange for related position Transaction 
(“EFRP”) executed pursuant to Rules 526 or 538, as applicable, shall not be deemed to have 
been completed unless and until the Parties to the Transaction have successfully concluded 
the submission of the Transaction to the Clearing House as a block trade or an Exchange of 
Futures for Physical ("EFP"), an Exchange of Futures for Risk ("EFR") or an Exchange of 
Options for Options ("EOO"), as applicable, pursuant to the provisions of this Rule and the 
requirements of Rule 804.  
808.D. OTC Derivatives Transactions Submitted for Clearing 
CME ClearPort allows for the submission of off-Exchange OTC derivatives Transactions that 
the Exchange has designated as eligible for clearing only.  Such Transactions are subject to 
the Rules of the Exchange applicable to such cleared-only products. 
808.E. Trade Submission Procedures 
All Transactions submitted to the Exchange pursuant to this Rule must be submitted in 
accordance with the procedures established by the Exchange and the Clearing House for this 
purpose, as amended from time to time.  The Parties to the Transaction and any Party 
authorized under Section F. of this Rule with brokering capability ("Broker" or "Brokers") to 
submit executed transactions on behalf of Parties to the Transaction to the Exchange  shall be 
responsible, both individually and jointly, for accurately confirming the details of the 
Transaction to the Exchange.  Additionally, Brokers submitting Transactions on behalf of 
Parties to the Transaction remain responsible for ensuring that such Transactions are 
accurately and timely submitted in accordance with the requirements of applicable Exchange 
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Rules and requirements of the Clearing House.  Once submitted, such transactions may not be 
modified except in accordance with Section H. of this Rule.  The Exchange has no 
responsibility with respect to the confirmation of trade terms for the Transactions, and the 
Clearing Members carrying the account of the Parties to the Transaction shall only be 
responsible for the confirmation required pursuant to Rule 957.  
808.F. CME ClearPort Registration Requirements 
Each Clearing Member must register with the Exchange in the manner required for any 
customer authorized by the Clearing Member to submit transactions to the Exchange pursuant 
to this Rule, and must also register with the Exchange the applicable account numbers for 
each such customer.  For each such account, the Clearing Member carrying that account must 
also submit to the Exchange the name of any Broker(s) who has registered with the Exchange 
for services provided by the Exchange, and who is authorized by the customer to act on its 
behalf in the submission of executed Transactions to the Exchange.  For any such Brokers 
authorized by the customer and submitted to the Exchange by the Clearing Member, such 
submission by the Clearing Member will not constitute an endorsement or ratification of the 
customer's authorization of the Broker. Moreover, submission of Brokers authorized by the 
customer will not mean that the Clearing Member is in privity with, has a relationship with 
and/or is otherwise standing behind any of the customer's authorized Brokers, and the 
Clearing Member will have no responsibility for any such Brokers selected by the customer 
and no duty or obligation to supervise the activities of any such Brokers.  
808.G. Establishment of Authorized Commodities and Account Risk Limit(s)  
With the exception of Credit Default Swap (“CDS”) and Interest Rate Swap (“IRS”) 
Transactions, for each account number that has been registered with the Exchange pursuant 
to Section F. of this Rule, a Clearing Member must also input into the CME Account Manager 
system an authorization identifying the specific commodities for which a Transaction may be 
submitted to the Exchange pursuant to this Rule and the account risk limit(s) assigned by the 
Clearing Member for Transactions for that account.  Requirements for CDS and IRS 
Transactions are set forth in the applicable sections of the Clearing House Manual of 
Operations for those products.  
808.H. Trade Deletion Procedures for Transactions Submitted via CME ClearPort  
Following submission of the trade details by Broker (or by Exchange staff as mutually agreed 
by the Parties to the Transaction), an e-mail will be transmitted to the Parties to the 
Transaction notifying them that they have been listed as counterparties in a Transaction that 
has been submitted to the Exchange.  Following such submission, a buyer or seller may not 
unilaterally reject the trade terms previously submitted to the Exchange.  However, in order to 
correct an error resulting from the good faith actions of the Broker or Exchange staff, as 
applicable, and upon mutual consent of the Parties to the Transaction, Broker or Exchange 
staff, as applicable, may void the transaction provided, however, that this void response is 
received by the Exchange within three Business Days of the time of the initial submission of 
the Transaction to the Exchange.  Notwithstanding the provisions of this Section, the Parties to 
the Transaction and any Broker authorized by the Parties to the Transaction pursuant to 
Section E. of this Rule may be subject to sanctions pursuant to Rule 512 for the inaccurate, 
incomplete or untimely submission of the Transactions to the Clearing House.  
808.I. Entry of Transactions  
For a Transaction submitted to the Exchange pursuant to this rule, such Transaction will first 
be routed to the Exchange's credit check system.  The time of entry of a Transaction into the 
Exchange's system will be recorded by the system and will be used by the Exchange as the 
time that a credit check was conducted pursuant to Section J. below.  
808.J. Use of Credit Check System  
The Exchange will conduct a credit check for each Transaction.  The credit check will confirm 
whether the Clearing Member carrying that account has authorized that account for 
Transactions submitted pursuant to this Rule in the commodity involved in the Transaction, 
and confirm whether the entry of the Transaction into clearing would fall within the account risk 
limit(s) established by the Clearing Member.  At all times until both sides (Buy and Sell) of the 
Transaction have successfully cleared the credit check and the Clearing House has been 
substituted as the counterparty to the Transaction pursuant to Rule 804, a Transaction 
submitted to the Exchange pursuant to this rule shall remain as an uncleared Transaction.  In 
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the event that either side of the Transaction is rejected as a result of the credit check test, the 
Parties to the Transaction and their respective Clearing Members will be informed accordingly.  
Thereafter, any determination as to further action with respect to the Transaction will be the 
sole responsibility of the Parties to the Transaction.  
808.K. Trade Submission Deadlines  
With the exception of CDS, IRS and FX Spot, Forward and Swaps Transactions, all other 
Transactions that are submitted, confirmed and accepted for clearing, as further provided by 
Section L. of this rule, prior to 5:15 p.m. New York time on an Exchange Business Day will be 
included by the Exchange for clearing for that Business Day.  The Exchange reserves the right 
to modify these business hours without notice at any time. The CME ClearPort Facilitation 
Desk will generally be available to assist users 24 hours a day on all Exchange Business 
Days.  Trade submission deadlines for CDS, IRS and FX Spot, Forward and Swaps 
Transactions are set forth in the applicable sections of the Clearing House Manual of 
Operations for those products. 
808.L. Clearance by Both Sides of the Transactions of Credit Check  
Upon clearance by both sides of the Transaction of the credit check, the Transaction shall be 
deemed to have been accepted for clearing and will be routed automatically to the Exchange's 
clearing system.  Notwithstanding the above, a Clearing Member shall also be responsible for 
accepting and clearing a position for a Transaction entered into the Exchange's clearing 
system for clearing following any non-operation of the Exchange's credit check functionality for 
the applicable account carried by the Clearing Member. 

809. TRADE DATA PROCESSING SYSTEM 

809.A. Trade Data 
Every clearing member must submit accurate trade data for the day's business to the Clearing 
House no later than the time specified by the Clearing House. 
809.B. Matched and Unmatched Trades  
The Clearing House shall process all trade data submitted by clearing members but shall 
accept only those trade records (transactions) which are in agreement with the corresponding 
trade records submitted by the opposite clearing members.  
Trade records will be matched, to the extent the opposite trade information is consistent, 
through the tiered matching process. 
Resubmitted trade data will be processed by the Clearing House.  Trades with unmatched 
trade information remaining after the tiered matching process will be rejected and outtrade 
notices will be issued to clearing members. 
Trades unreconciled after the final reconciliation must be submitted on the following business 
day as "as-of-trades." 

809.C. Trade Register and Clearing Reports 
From the trade data cleared during each day's reconciliation, the Clearing House will produce 
a trade register for each clearing member which will itemize by commodity and contract: the 
opening long and short position, the contracts bought and/or sold during the day, the prices at 
which executed, and the settlement amounts. 
The Clearing House will also produce a recap ledger for each clearing member that will itemize 
various position and financial information that includes but is not limited to, commodity 
positions, settlement amounts and performance bond information. 
809.D. Reconciliation of Outtrades 

It shall be the primary responsibility of the clearing member to see that all trades are cleared 
prior to the opening of the following day's open outcry market. 
Each member, if applicable, and clearing member firm shall designate a person or persons 
who will be available and responsible for reconciling the member or clearing member firm's 
outtrades.  The person or persons shall be qualified to resolve outtrades as the member or 
clearing member firm's designated outtrade representative.  Failure to have a qualified 
representative available, with all materials necessary to reconcile outtrades, at the time 
specified above shall constitute negligence in the determination of responsibility for any 
outtrades.  If one firm cannot locate another firm's broker or representative for clearing 
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purposes during these time periods, it shall report such fact to the President of the Clearing 
House.  If the President of the Clearing House or his designee cannot find the broker or 
representative of the firm, fines will be assessed in the amounts of $1,000, $2,000 or $3,000 
sequentially, for violations occurring within a 30-day period. 

810. FALSE ENTRIES ON CLEARING MEMORANDA 

No member shall place any false or inaccurate entries on any clearing memoranda, including, 
with respect to a Participating Clearing Member, the clearing memoranda of a Cross-Margining 
Clearing Organization. 

811. POSITION CHANGE DATA 

Position change data must be submitted to the Clearing House each trading day not later than 
the time specified by the Clearing House.  Position change data will be in such form and 
contain such information as prescribed by the Clearing House.  When requested, the 
identification of accounts will be made available to the Financial and Regulatory Surveillance 
Department. 

812. FINAL SETTLEMENT PRICE 
Certain products, as described in the applicable product chapters, have procedures for 
establishing a final settlement price that are distinct from the procedures for establishing the 
daily settlement price for the product on the last day of trading.  For such products, if a final 
settlement price is unable to be determined or if the applicable procedures result in a clearly 
aberrant final settlement price inconsistent with market value and alternative settlement 
procedures are not otherwise specified in the relevant product chapter, then the Chief 
Executive Officer, President or Chief Operating Officer, or their delegate, may establish a final 
settlement price that reflects the true market value at the time of final settlement. 

813. DAILY SETTLEMENT PRICE 1  

Daily settlement prices shall be determined each business day for each product pursuant to 
one or more of the procedures set forth below. The settlement price shall be a price consistent 
with the minimum tick increment for the product; if the calculated settlement price is not a 
standard tick increment, the calculated settlement price will be rounded either to the nearest 
tick or to the tick closer to the previous day’s settlement price. The procedure used to 
determine the settlement price of a product will depend on the product group, level of activity 
and liquidity during the defined closing time period, and the trading venue(s) used to derive the 
settlement. To the extent that any members participate in the creation of settlement prices, 
they agree to assign and transfer to the Exchange any and all right, title and interest in and to 
the settlement prices, including, but not limited to, all copyright in the settlement prices. 
1. Midpoint of the Closing Range: In products that use this procedure, the first trade and all 
subsequent trades, higher bids and lower offers that are quoted during the established closing 
time period will be included in the closing range. The midpoint of the high and low quotes in the 
closing range will be the settlement price. If no trade occurs during the defined closing period, 
the last quote of the day (trade, higher bid, lower offer) will be the settlement price. In the event 
there are no valid quotes during the day, the settlement price will be the prior day’s settlement 
price. 
2. Volume-Weighted Average Price (VWAP) of the Closing Range: In products that use this 
procedure, all outright trades that occur during the defined closing time period are utilized to 
calculate the VWAP for specified contract months and the VWAP will be the settlement price. If 
the open outcry venue is used to determine the settlement price, the VWAP may be estimated. 
The calculated or estimated VWAP of relevant spread trades that occur during the closing time 
period may be used to determine the settlement price of deferred or less actively traded 
contract months in products that use this procedure. 
3. Bid/Ask Midpoint at the Close: In products that use this procedure, the midpoint of the 
bid/ask at the defined closing time will be the settlement price. 

1 Revised January 1981; March 1981; April 1982; July 1982; September 1989; September 1992; November 1995; November 2000; 
November 2001, March 200; June 2009; September 2009; December 2009; November 2010’ September 2011. 
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4. Option Settlements: Option settlements are derived from available market information 
including, but not limited to, outright trades, bids or offers during the close, relevant spread 
trades, bids or offers during the close, the settlement price of the underlying future and 
relevant relationships based on option pricing theory using option pricing models employed by 
the exchange. 
5. For all contract months not determined by one of the methods set forth above or pursuant to 
Section 6 below, relevant spread relationships between contract months will be used to derive 
the settlement. 
6. In the event the Exchange determines that the settlement price derived by one of the 
methods set forth above is not an accurate representation of the relevant market, the 
Exchange may determine the settlement price based on other market prices, including 
settlement prices for similar contracts trading on other exchanges. 
7. For all products that are settled with the delivery of, or by reference to, the same underlying 
instrument but which are offered in alternative contract sizes (mini or micro), a single 
settlement price will be applicable to all such contracts, with necessary adjustments made to 
round to the nearest tradable price increment eligible in all such contracts.  
8. For contracts cleared through ClearPort Clearing that are not otherwise settled by one of the 
methods set forth above, staff shall determine settlement prices for such contracts based upon 
a consideration of relevant market data, including, but not limited to, trading activity in such 
OTC products, pricing data obtained from OTC market participants, the settlement prices of 
related products and any other pricing data from sources deemed reliable by Staff. With 
respect to CDS products, in addition to the foregoing, the Exchange may use a price quality 
auction in which bids and offers submitted by Members may be “crossed” to effect trades and 
to establish settlement prices for particular contracts. 
9. Notwithstanding the above, if a settlement price in any product, as derived by the normal 
methodology used for that product, is inconsistent with trades, bids or offers in other 
months/strikes during the closing range, or other relevant market information, or if there is no 
relevant market activity, an Exchange official may establish a settlement price that best reflects 
the true market valuation at the time of the close. 
10. For products cleared by the Clearing House on behalf of another entity, the settlement 
price shall be determined according to the rules of such entity. 
11. Notwithstanding the above, in the case of inaccuracy or unavailability of a settlement price, 
or if a settlement price creates risk management concerns for the Clearing House, the Clearing 
House reserves the right to calculate settlement variation using an alternate price determined 
by the Clearing House. 

814. SETTLEMENT VARIATION 

When a clearing member is long or short any amount of any futures contract at the end of the 
trading day, as indicated by its clearing memoranda, settlement shall be made with the 
Clearing House to the settlement price for that day, and such member shall be liable to pay to, 
or entitled to collect from, the Clearing House any loss or profit, as the case may be, 
represented by the difference between the price at which the commodity was bought or sold 
and the settlement price of the commodity at the end of the trading day.  After making such 
settlement with the Clearing House, such member shall be deemed long or short (or long and 
short) such commodity, as the case may be, at the settlement price of the trading day.  
Notwithstanding the foregoing, the Clearing House shall not be required to pay any profit to a 
Participating Clearing Member in the event that such member or its Cross-Margining Affiliate 
fails to make any required settlement for that trading day with a Cross-Margining Clearing 
Organization. 
If the market conditions or price fluctuations are such that the Clearing House deems it 
necessary, it may call upon the clearing members which in its opinion are affected to deposit 
with the Clearing House by such time as specified by the Clearing House the amount of funds 
that it estimates will be needed to meet such settlements as may be necessary.  The Clearing 
House may pay out funds to those clearing members that in the opinion of the Clearing House 
will have credit balances as a result of those same market conditions or price fluctuations, 
except that in no instance may the Clearing House pay out funds to a clearing member, other 
than at the regular settlement, in excess of the total original performance bond deposits it 
holds for such clearing member.  All deposits and payments made under this Rule shall be 
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subject to the procedures prescribed by the Clearing House and set forth in the Manual.  
Settlement variation, as figured to the market at such times as the Clearing House shall 
determine, must be paid in cash or any other form of collateral approved by the Clearing 
House Risk Committee. 

815. [RESERVED] 

816. GUARANTY FUND DEPOSIT 
Each clearing member shall make a Base Guaranty Fund deposit with the Exchange as 
security for its obligations to the Clearing House. The minimum Base Guaranty Fund deposit of 
a clearing member, shall equal the greater of (a) an amount specified by the Clearing House 
Risk Committee or (b) the clearing member's proportionate share of the "Aggregate Guaranty 
Fund Deposit," which shall be an amount determined by the Clearing House Risk Committee. 
Each clearing member's proportionate share of the Aggregate Guaranty Fund Deposit shall 
consist of: 
(i) a specified percentage of the Aggregate Guaranty Fund Deposit multiplied by the clearing 
member's proportionate share (including the total risk performance bond requirement in 
respect of positions in its cross-margin accounts and any applicable short option value) of the 
average aggregate risk performance bond requirement (including the risk performance bond 
requirement in respect of positions in all cross-margin accounts and any applicable short 
option value) for the preceding three months; plus 
(ii) a specified percentage of the Aggregate Guaranty Fund Deposit multiplied by the clearing 
member's proportionate share of the total number of contracts executed on the Exchange and 
any applicable exchange or market during the preceding three months; plus 
 (iii) a specified percentage of the Aggregate Guaranty Fund Deposit multiplied by the clearing 
member’s proportionate share of foreign currency settlements for the preceding three months. 
The percentages in (i) through (iii) above shall be determined and modified by the Clearing 
House Risk Committee as appropriate. Some contracts may be weighted more heavily than 
others in order to reflect the greater risk associated with those contracts.  The average 
aggregate risk performance bond requirement, the total number of contracts executed, the 
gross notional amount of open interest cleared and each clearing member's proportionate 
share of each will be calculated by the Clearing House, and a report setting forth such 
information and the clearing member's required Base Guaranty Fund deposit will be given to 
the clearing member each quarter, and the Clearing House may provide such reports on an 
interim basis at any time during the quarter as the Clearing House staff shall determine.  On a 
quarterly basis, if such report indicates that the clearing member's current Base Guaranty Fund 
deposit with the Clearing House is smaller than the amount required, the clearing member 
shall increase its amount within five business days. If such report indicates that the clearing 
member's current Base Guaranty Fund deposit with the Exchange is larger than the amount 
required, the clearing member may withdraw the excess amount.  If, prior to the issuance of 
the quarterly report, the Clearing House determines that an increase in the Base Guaranty 
Fund deposit is necessary to protect the financial integrity of the Clearing House, the clearing 
member, upon demand of the Clearing House, shall increase its Base Guaranty Fund deposit 
amount within five business days. 
The minimum Base Guaranty Fund deposit amount of a Clearing Participant at the Kansas 
City Board of Trade Clearing Corporation that is not a CME Clearing Member shall be set at an 
amount of $500,000. 

A clearing member's Base Guaranty Fund deposit may be in a form as set forth in the Manual. 
Such Base Guaranty Fund deposit forms and amounts shall be subject to the terms and 
conditions as approved by Exchange staff.  

817. LIQUIDITY FACILITY 
Assets deposited by a clearing member in satisfaction of guaranty fund deposits and 
performance bond requirements may also be used to directly secure the Exchange's 
obligations to its lenders under any liquidity facility entered into by the Exchange for the 
purpose of providing liquidity to the Exchange; provided that assets pledged from (x) Base 
Guaranty Fund deposits and performance bond associated with Base Guaranty Fund Product 
Classes shall only be used under this Rule to secure liquidity to satisfy obligations arising from 
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Base Guaranty Fund Product Classes, (y) IRS Guaranty Fund deposits and performance bond 
associated with IRS Products shall only be used under this Rule to secure liquidity to satisfy 
obligations arising from IRS Products, and (z) CDS Guaranty Fund deposits and performance 
bond associated with CDS Products shall only be used under this Rule to secure liquidity to 
satisfy obligations arising from CDS Products; provided further that performance bond deposits 
of a non-defaulting clearing member may only be pledged under this Rule to secure liquidity for 
amounts assessed against such clearing member.  By delivering assets to the Exchange in 
satisfaction of guaranty fund deposit and performance bond requirements, each clearing 
member is hereby deemed: (i) to agree that its assets may be used by the Exchange to directly 
secure the Exchange's obligations to the Exchange's liquidity lenders and that its assets may 
become subject to a lien in favor of the Exchange's liquidity lenders or otherwise guarantee the 
Exchange's obligations and; (ii) to authorize the Exchange, and appoint the Exchange (such 
appointment being coupled with an interest) as such clearing member's attorney-in-fact, to 
enter into agreements on its behalf in connection with its assets serving as security for the 
Exchange's obligations to the Exchange's liquidity lenders: and (iii) to acknowledge that the 
obligations of the Exchange to its liquidity lenders may be greater, and extend for periods of 
time longer, than the obligations, if any, of such clearing member to the Exchange.  The 
Exchange, as each clearing member's attorney-in-fact, will have authority to enter into 
agreements on behalf of each clearing member and in each clearing member's name for the 
purpose of causing the clearing member's assets to directly secure the Exchange's obligations 
to the Exchange's liquidity lenders. Any agreement entered into by the Exchange on behalf of 
clearing members pursuant to this Rule 817 shall bind each clearing member and will contain 
provisions, including representations, warranties and covenants, required by lenders under any 
liquidity facility.  If there is a default under any such liquidity facility, the assets of the clearing 
members pledged to secure such liquidity facility may be foreclosed upon by the Exchange's 
liquidity lenders and applied against the obligations of the Exchange under the related liquidity 
facility. The clearing members shall take no action, including but not limited to attempting to 
obtain a court order, that would interfere with the ability of such liquidity lenders to receive the 
benefit of their contractual remedies in connection with any such foreclosure or that would 
controvert or assert the invalidity of any provision of these rules. Each clearing member agrees 
to sign any document or agreement requested by the Exchange to further document the power 
of attorney set forth and established by these rules. 

818. CLOSE-OUT NETTING 
818.A. Bankruptcy of the Exchange 
If at any time the Exchange: (i) institutes or has instituted against it a proceeding seeking a 
judgment of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency 
law or other similar law affecting creditors’ rights, or a petition is presented for its winding up or 
liquidation, and, in the case of any such proceeding or petition presented against it, such 
proceeding or petition results in a judgment of insolvency or bankruptcy or the entry of an order 
for relief or the making of an order for the Exchange’s winding-up or liquidation, or (ii) approves 
resolutions authorizing any proceeding or petition described in clause (i) above (collectively, a 
“Bankruptcy Event”), all open positions in the Clearing House shall be closed promptly.   

818.B. Default of the Exchange 
If at any time the Exchange fails to comply with an undisputed obligation to pay money or 
deliver property to a Clearing Member that is due and owing in connection with a transaction 
on the Exchange or cleared by the Exchange, for a period of five Business Days from the date 
that the Exchange receives notice from the Clearing Member of the past due obligation, the 
Clearing Member’s open proprietary and customer (including, for this rule, CFTC Regulation 
Section 30.7 secured and Cleared Swaps Customers) positions at the Clearing House shall, at 
the election of that Clearing Member, be closed promptly. 
818.C. Netting and Offset 

 At such time as a Clearing Member’s positions are closed, the obligations of the Clearing 
House to a Clearing Member in respect of all of its proprietary positions, accounts, collateral 
and deposits to the guaranty fund shall be netted, in accordance with the Bankruptcy Code, 
the Commodity Exchange Act and the regulations adopted thereunder in each case, against 
the obligations of that Clearing Member in respect of its proprietary positions, accounts, 
collateral, its obligations as guarantor of the performance of its customers and its then matured 
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obligations to the guaranty fund to the Clearing House and to the Exchange.  For clarity all of 
the property in a Clearing Member's proprietary account or accounts on deposit with the 
Clearing House, shall be deemed to be subject to a single master netting agreement with the 
result that any excess which is on deposit with respect to any product category shall be applied 
to reduce any deficiency of the Clearing Member in any other product category.  All obligations 
of the Clearing House to a Clearing Member in respect of its customer positions, accounts, and 
collateral shall be separately netted against the positions, accounts and collateral of its 
customers without regard to product category in accordance with the requirements of the 
Bankruptcy Code, the Commodity Exchange Act and the Regulations adopted thereunder in 
each case. At the time a Bankruptcy Event takes place, the authority of the Clearing House, 
pursuant to Rule 802, to make new assessments and/or require a clearing member to cure a 
deficiency in its guaranty fund deposit, arising after the Bankruptcy Event, shall terminate. All 
positions open immediately prior to the close-out shall be valued in accordance with the 
procedures of Paragraph D of this Rule. 
818.D. Valuation 
As promptly as reasonably practicable, but in any event within thirty days of the: (i) Bankruptcy 
Event, or (ii) if a Clearing Member elects to have its open positions closed in a default as 
described in Paragraph B of this Rule, the date of the election, the Exchange shall, in a 
manner that is consistent with the requirements of the Commodity Exchange Act and the 
regulations adopted thereunder (including, without limitation) Part 190 of the Regulations,  fix a 
U.S. dollar amount (the “Close-out Value”) to be paid to or received from the Exchange by 
each Clearing Member, after taking into account all applicable netting and offsetting pursuant 
to paragraph C of this Rule.   

The Exchange shall value open positions subject to close-out by using the market prices for 
the relevant market (including without limitation, any over the counter markets) at the moment 
that the positions were closed-out, assuming the relevant markets were operating normally at 
such moment.  If the relevant markets were not operating normally at such moment, the 
Exchange shall exercise its discretion, acting in good faith and in a commercially reasonable 
manner, in adopting methods of valuation to produce reasonably accurate substitutes for the 
values that would have been obtained from the relevant market if it had been operating 
normally at the moment that the positions were closed-out. 

In determining a Close-out Value, the Exchange may consider any information that it deems 
relevant.  Amounts stated in a currency other than U.S. Dollars shall be converted to U.S. 
Dollars at the current rate of exchange, as determined by the Exchange.  If a Clearing Member 
has a negative Close-out Value it shall promptly pay that amount to the Exchange.   

818.E. Interpretation in Relation to FDICIA 
The Exchange intends that certain provisions of this Section be interpreted in relation to certain 
terms (identified by quotation marks) that are defined in the Federal Deposit Insurance 
Exchange Improvement Act of 1991 (“FDICIA”), as amended, as follows: 

(1) The Exchange is a “clearing organization.” 

(2) An obligation of a Clearing Member to make a payment to the Exchange, or of the 
Exchange to make a payment to a Clearing Member, subject to a netting agreement, is a 
“covered clearing obligation” and a “covered contractual payment obligation.” 

(3) An entitlement of a Clearing Member to receive a payment from the Exchange, or of 
the Exchange to receive a payment from a Clearing Member, subject to a netting contract, is a 
“covered contractual payment entitlement.” 

(4)  The Exchange is a “member,” and each Clearing Member is a “member.” 

(5)  The amount by which the covered contractual payment entitlements of a Clearing 
Member or the Exchange exceed the covered contractual payment obligations of such 
Clearing Member or the Exchange after netting under a netting contract is its “net entitlement.” 
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(6)  The amount by which the covered contractual payment obligations of a Clearing 
Member or the Exchange exceed the covered contractual payment entitlements of such 
Clearing Member or the Exchange after netting under a netting contract is its “net obligation.” 

The By-Laws and Rules of the Exchange, including this Section, are a “netting contract.” 

819. LIEN ON COLLATERAL 
       Each Clearing Member hereby grants to the Clearing House a first priority and unencumbered 

lien against any property and collateral deposited with the Clearing House by the Clearing 
Member.  Clearing Members shall execute any documents required by CME to create and 
enforce such lien.         

820. PERFORMANCE BONDS  
Performance bond requirements will be as determined by Exchange staff from time to time.   
Subject to the terms and conditions as approved by Exchange staff, the Clearing House will 
accept as performance bond, cash, equity securities, shares of mutual funds, United States 
Treasury and agency Securities, Letters of Credit, units in CME's Interest Earning Facility 
Program, shares in CME's Interest Earning Facility 2 Program, permitted investments 
allowable under CFTC Regulation 1.25, “readily marketable securities” as defined by 
Securities and Exchange Commission Rules, as applicable,  and “London Good Delivery” gold, 
as defined by the London Bullion Market Association (as used in this Rule 820, such assets 
and any proceeds thereof are collectively referred to as “Assets”), all of which must be and 
remain unencumbered.  The Clearing House may include other forms of collateral within the 
definition of “Assets” upon the approval of the Clearing House Risk Committee and notice to 
clearing members. 
All performance bond collateral, as herein described, shall be placed to the credit of the 
member paying the same for its customers' trades or its own (so-called "house") trades as 
designated by the clearing member.  The Clearing House shall value performance bond 
collateral as it deems appropriate.  The clearing member shall transfer the performance bond 
collateral to the Exchange or to an approved depository for safekeeping in an Exchange 
account and the Exchange shall retain control over such performance bond collateral.  Neither 
the Exchange nor the Clearing House shall have any obligation or responsibility to preserve, 
protect, collect or realize upon, and under no circumstances shall the Exchange or Clearing 
House be liable for, any loss or diminution in value or depreciation in the performance bond 
collateral maintained pursuant to this rule.  A clearing member who maintains performance 
bond collateral for its benefit pursuant to this rule shall hold the Exchange and Clearing House 
harmless from all liability, losses and damages which may result from or arise with respect to 
the care and sale of such performance bond collateral.  All initial and additional performance 
bonds shall be retained by the Clearing House in whole or in part, as Exchange staff may 
deem necessary, until the trades for which such performance bond collateral has been 
deposited, have been offset, cash settled, delivered or otherwise closed out as determined by 
Exchange staff.  
Each clearing member shall reimburse the Clearing House for all fees, expenses, charges and 
costs assessed by a depository against the Exchange with respect to all performance bond 
collateral maintained in its account, and shall make deposits as may be required by the 
Clearing House by reason of any depreciation in the market value of such performance bond 
collateral.  If a clearing member defaults to the Clearing House with respect to performance 
bonds, the performance bond collateral maintained in its account pursuant to this rule shall be 
taken over by the Clearing House and sold without notice and the proceeds of the performance 
bond collateral deposited for customers' trades shall be applied against the performance bond 
requirements for the clearing members' customers' accounts, and the proceeds of 
performance bond collateral deposited for the house trades shall be applied against the 
requirements for the clearing member's own (so-called "house") account. 

821.-823. [RESERVED] 

824. ADDITIONAL PERFORMANCE BOND 

Whenever, in the opinion of the Clearing House Risk Committee, the President  of the Clearing 
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House or, in his absence, his delegate, unstable conditions relating to one or more products 
exist, they may from time to time, call for additional performance bond collateral from clearing 
members.  Such additional performance bond calls may be as much as or more than the 
original performance bond collateral.  The performance bond collateral thus called for may be 
for one or more contract(s) from one or more clearing member(s) and on long positions, short 
positions or both. 
In the event market conditions and price fluctuations at any time shall cause the Clearing 
House Risk Committee or the President of the Clearing House or, in his absence, his delegate, 
to conclude that additional performance bond collateral is required to maintain an orderly 
market or to preserve fiscal integrity the Clearing House Risk Committee or the President of 
the Clearing House or his delegate may call for additional performance bond collateral to be 
deposited with the Clearing House during the next banking hour after demand therefor, or at 
such times as may be specified.  Such additional performance bond collateral may be called 
from the longs or the shorts or from both. 
When the Clearing House Risk Committee or the President  of the Clearing House or, in his 
absence, his delegate, shall be of the opinion that any clearing member is carrying 
commitments or incurring risk in its proprietary, customer and/or cross-margin accounts, that 
are larger than is justified by the financial condition of that clearing member, then the Clearing 
House Risk Committee, the President of the Clearing House or, in his absence, his delegate, 
may require additional performance bond collateral of such clearing member which shall be 
deposited with the Clearing House during the next banking hour after demand therefor, or at 
such time as may be specified, or a portion of the open positions of said clearing member may 
be required to be transferred to the books of another clearing member. 

825.-826. [RESERVED] 

827. SECURITIES LENDING PROGRAM 

United States Treasury Bills, Treasury Notes, Treasury Bonds, Treasury Bond Principal Strips, 
Agency Securities, and other financial instruments approved by Exchange staff, (collectively, 
"Securities") that are deposited with the Clearing House by clearing members in satisfaction of 
Guaranty Fund requirements or as performance bond for their own (i.e., "house") trades may 
be loaned out by the Exchange pursuant to the Securities Lending Program. Clearing 
members depositing Securities with the Exchange in satisfaction of guaranty fund 
requirements or as performance bond for house trades that are loaned out pursuant to the 
Securities Lending Program are deemed to agree that the lending of Securities under 
arrangements having safeguards consistent with generally accepted market practices will 
constitute reasonable care of the Securities in the possession of the Exchange or its securities 
lending custodian. 

828.-829. [RESERVED] 

830. CROSS-MARGINING 

830.A. Definitions 
1. Cross-Margining Affiliate:  An affiliate of a Participating Clearing Member with which such 

clearing member is cross-margining its positions at the Clearing House and a Cross-
Margining Clearing Organization. 

2. Participating Clearing Member:  A clearing member that is cross-margining its positions at 
the Clearing House with its own or a Cross-Margining Affiliate's positions at a Cross- 
Margining Clearing Organization. 

3. Cross-Margining Clearing Organization:  A clearing organization that has entered into a 
Cross-Margining Agreement with the Exchange. 

4. Joint Cross-Margining Program:  A cross-margining program in which the Exchange and 
one or more Cross-Margining Clearing Organizations each hold a joint security interest in 
positions, margin and other property of Participating Clearing Members and, if applicable, 
their Cross-Margining Affiliates. 

5. Guaranteed Cross-Margining Program:  A cross-margining program in which a guaranty is 
provided by and between the Exchange and one or more Cross-Margining Clearing 
Organizations and each entity holds an individual security interest in positions, margin and 
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other property of Participating Clearing Members and, if applicable, their Cross-Margining 
Affiliate.  

830.B. Cross–Margining Programs 
1. The Exchange may establish cross-margining programs as approved by the Clearing 

House Risk Committee and the Board.  A clearing member may become a Participating 
Clearing Member to participate in a Joint Cross-Margining Program by establishing with 
the Clearing House one or more cross-margin accounts for cross-margining positions with 
either its own positions or those of a cross-margining affiliate at a Cross-Margining 
Clearing Organization.  In order to establish a cross-margin account, a clearing member 
shall enter into the agreements required by the Exchange, including a Cross-Margined 
Account Agreement and Security Agreement with the Exchange, the Cross-Margining 
Clearing Organization, and, if applicable, the member's Cross-Margining Affiliate.  That 
Agreement shall provide, among other things, that the Exchange and the Cross-Margining 
Clearing Organization shall jointly have a first lien on and security interest in all positions 
held in the cross-margin account, all related performance bond, and all proceeds of the 
foregoing, as security for the obligations of the clearing member and, if applicable, its 
Cross-Margining Affiliate, to the Exchange and the Cross-Margining Clearing 
Organization.  Failure to comply with the terms of such Agreements may constitute an act 
detrimental to the interest or welfare of the Exchange. 

2. A clearing member may become a Participating Clearing Member in a Guaranteed Cross-
Margining Program by entering into a Cross-Margining Participant Agreement with the 
Exchange, the Cross-Margining Clearing Organization, and, if applicable, the clearing 
member's Cross-Margining Affiliate.  That Agreement shall provide, among other things, 
that a Participating Clearing Member shall immediately be obligated to reimburse the 
Exchange ("Reimbursement Obligation") in the event the Participating Clearing Member or 
its Cross-Margining Affiliate defaults in the payment of any obligation to a Cross-Margining 
Clearing Organization and the Exchange is required to make a guaranty payment to such 
Cross-Margining Clearing Organization.  In addition, the Agreement shall provide that the 
Exchange shall have a first lien and security interest in all positions held, all related 
performance bond, and all proceeds of the foregoing, as security for the obligations of the 
clearing member and, if applicable, its Cross-Margining Affiliate, to the Exchange.  Failure 
to comply with the terms of such Agreement may constitute an act detrimental to the 
interest or welfare of the Exchange. 

The provisions of this Rule 830 and the corresponding sections of the Clearing House Manual 
shall apply to all CME–cleared positions held pursuant to a cross–margining program and shall 
supersede all other provisions of the Rules to the extent inconsistent therewith.  In addition, the 
Exchange shall determine what positions will be eligible for cross-margining.  
830.C. [Reserved] 
830.D. Performance Bonds for Cross–Margining Program 

Performance bond requirements for a Joint and Guaranteed Cross–Margining Program shall 
be determined as set forth in the Cross-Margining Agreement, and that Agreement shall also 
govern what forms of performance bond will be permitted and how such performance bond will 
be held. 
830.E. Close–Out of Cross–Margin Positions 

A Participating Clearing Member may be suspended if it or its Cross-Margining Affiliate, if any, 
is in default in payment of any obligation, including a Reimbursement Obligation, with respect 
to a Joint or Guaranteed Cross–Margining Program. 
The cross-margin account of a clearing member participating in a Joint Cross–Margining 
Program may be liquidated by the Clearing House at the request of a Cross-Margining 
Clearing Organization whether or not the Exchange suspends, or is permitted under the Rules 
to suspend, such clearing member.  Upon the suspension of a Participating Clearing Member, 
or upon receiving notice from a Cross-Margining Clearing Organization of its suspension of a 
Participating Clearing Member or its Cross-Margining Affiliate, the Clearing House shall have 
the right to liquidate the positions in the cross-margin account, convert to cash the 
performance bond therefor, and dispose of the proceeds thereof, all in accordance with the 
terms of the Cross-Margining Agreement. 
The positions of a clearing member participating in a Guaranteed Cross-Margining Program 
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may be liquidated by the Clearing House in the event that the Participating Clearing Member or 
its Cross-Margining Affiliate defaults in the payment of any obligation to the Clearing House or 
a Cross-Margining Clearing Organization.  Upon the suspension of a Participating Clearing 
Member, or upon receiving notice from a Cross-Margining Clearing Organization of its 
suspension of a Participating Clearing Member or its Cross-Margining Affiliate, the Clearing 
House may liquidate:  the positions of the Participating Clearing Member; all related 
performance bond; and all proceeds of the foregoing.  The Exchange may then apply all such 
liquidated proceeds to satisfy the Participating Clearing Member's obligations to the Exchange, 
all in accordance with the terms of the Cross-Margining Agreement. 

831.-849. [RESERVED] 

MISCELLANEOUS 

850. FEES 
A. Exchange Fees 
Exchange fees, including clearing fees, Globex system fees, brokerage and/or any transaction 
surcharges, shall be assessed against a clearing member for each side of a transaction traded 
on, cleared by or processed through the Exchange and/or the Dubai Mercantile Exchange 
Limited (“DME”) as the Board, Exchange staff or DME, as appropriate, may from time to time 
prescribe. 
B. Clearing Fees 
Member rates will apply in the following situations based on the membership division held 
(note:  "membership division" is deemed to also include transactions in lower divisions.)  
Transactions executed in a higher division than the membership division held will receive non-
member rates. 
1. Transactions executed on the trading floor for an account owned by a member if executed 

in accordance with Exchange policy for member rates.  Transactions executed on Globex 
for an account owned by a member will be based on the combined memberships of both 
the operator and account owner, in accordance with Exchange policy for member rates.   

2. Transactions for accounts owned by persons holding memberships through CME Rule 
106.C. or D. if executed in accordance with Exchange policy for member rates.  The 
owner of the membership does not receive members' rates. 

3. Transactions for the proprietary accounts of a clearing member and its subsidiaries, which 
are wholly owned, directly or indirectly.  (See Non-Member Rates i. below.) 

4. Transactions for accounts owned by general partners of the clearing member whether or 
not they are members. 

5. Transactions for an account owned by a corporation or partnership which is wholly-owned 
by a member or members and which transactions are solely for their benefit if executed in 
accordance with Exchange policy for member rates and as noted in Member Rates 1. 
above. 

6. Transactions for the proprietary accounts of firms holding membership pursuant to Rule 
106.H., 106.N. or 106.R. subject to approval by Exchange staff.  If an employee of such 
firm holds the membership either the member or the firm may receive member rates, but 
not both. 

7. Transactions for the proprietary accounts owned by each related party in a chain of 
related parties which, holds a membership pursuant to Rule 106.I. subject to approval by 
Exchange staff.  A "related-party" shall be defined to include a clearing member or a firm 
that either:  owns, directly or indirectly, 100% of a clearing member or has 100% 
ownership, direct or indirect, in common with a firm that owns, directly or indirectly, 100% 
of a clearing member. 

8. Transactions for the proprietary accounts owned by each related hedge fund in a "family 
of funds" which holds membership pursuant to Rule 106S. subject to approval by 
Exchange staff. 

9. Transactions for joint accounts owned by a member/parent, member/spouse or 
member/child or a member/Rule 106.H. firm or a member/related party which would 
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receive member rates. 
10. Transactions executed on the trading floor for an account jointly owned by members will 

be based on the combined memberships of all account owners, in accordance with 
Exchange policy for member rates.  Transactions executed on Globex for an account 
jointly owned by members will be based on the combined memberships of both the 
operator and account owners, in accordance with Exchange policy for member rates.  The 
type of membership held (equity, lessee, clearing member, Rule 106.H., 106.I., 106.N., 
106.R. or 106.S.) will determine the rate received.  For on-floor trading activity, trading 
discretion over an account constitutes a “de facto” joint account for clearing fee purposes 
between the executing member and the account owner with respect to the trading activity 
of the executing member.  For off-floor trading activity, an account is presumed to be 
jointly owned (for clearing fee purposes) where an individual or entity has direct or indirect 
risk of loss with respect to a specific trading account or group of trading accounts. 

“Lowest Common Denominator” (LCD) Rule” - To determine the rates charged for a joint 
account, the LCD rule is used.  Rates are determined by the type of membership held by all of 
the owners and applying the rates corresponding to the lowest level of membership (highest 
rate). 
Non-Member Rates will apply in the following circumstances: 
i. Transactions for accounts owned by persons not holding Exchange memberships.  (This 

includes transactions for officers and employees of clearing member firms, who may be 
considered "house" accounts of the firm, but who are not members.) 

ii. Transactions for the account jointly owned by a member and one or more non-members, 
except as noted in member rate categories 4. or 9. above.  

iii. Transactions for an omnibus account, whether or not the account is held in the name of a 
member, unless there is clear evidence that all transactions in the omnibus are eligible for 
member rates.   

iv. Transactions for accounts owned by a corporation or partnership which is not 100% 
owned by a member or members and which does not fall into member rate categories 4., 
5. or 9. above. 

851. [RESERVED] 

852. SURCHARGES FOR ERRORS, DELAYS AND OMISSIONS 
Exchange staff may establish, and from time to time revise, schedules of surcharges to be 
imposed upon clearing members for errors, delays and omissions with respect to trade data 
and certain other information required to be provided to the Clearing House. These surcharges 
are to be collected by the Clearing House and are in addition to any disciplinary sanctions that 
may be imposed by Market Regulation, the BCC or CHRC for the violation of Exchange rules.  

 

853. TRANSFERS OF TRADES AND CUSTOMER ACCOUNTS 
853.A. Transfers of Trades 

1.  Subject to the limitations of Rule 854, existing trades may be transferred either on the 
books of a clearing member or from one clearing member to another clearing member 
provided: 

i.  The transfer merely constitutes a change from one account to another account provided 
the underlying beneficial ownership in said accounts remains the same; or  

ii. An error has been made in the clearing of a trade and the error is discovered and the 
transfer is completed within three Business Days after the trade date. 

2. Subject to the limitations of Rule 854, Exchange staff may, upon request by the clearing 
member(s), approve a transfer of existing trades either on the books of the same clearing 
member, or from the books of one clearing member to the books of another clearing member if 
the transfer is in connection with, or as a result of, a merger, asset purchase, consolidation or 
similar non-recurring transaction between two or more entities where one or more entities 
become the successor in interest to one or more other entities. 
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3.  Exchange staff may, with the consent of the clearing member(s) involved, permit the 
transfer of existing trades if, in staff’s opinion, the situation so requires and such transfer is in 
the best interests of the Exchange. 

4.  Provided that the transfer is permitted pursuant to Sections 1, 2 or 3 above, transactions 
in all physically delivered futures contracts except for FX futures contracts must be recorded 
and carried on the books of the receiving firm at the original trade dates; all other transactions 
may be recorded and carried at either the original trade date or the transfer date. Futures 
transactions may be transferred using either the original trade price or the most recent 
settlement price; options transactions may be transferred using either the original trade price or 
a trade price of zero.  

5.  All transfers shall be reported to the Clearing House in a form acceptable to the Exchange 
for the type of transactions involved. The proper indicator must be included in the transfer such 
that the transactions, including the transaction(s) to reverse an error, clear as transfers. The 
clearing members involved shall maintain a full and complete record of all transactions 
together with all pertinent memoranda. 

853.B.  Transfers of Customer Accounts 

1.  Subject to the limitations of Rule 853.A, after receipt of a signed instruction from a 
Clearing Member (the “Carrying Clearing Member”) to transfer all or a portion of a customer 
account to another Clearing Member (the “Receiving Clearing Member”), and provided that 
such instruction contains the customer’s name and account number (and, if the transfer is not 
of the entire account, a description of which portion is to be transferred), and provided that the 
Receiving Clearing Member agrees to accept the account, the Exchange shall promptly 
transfer the account (or the relevant portion thereof), without requiring any close-out or 
rebooking of positions in connection with the transfer, provided that: 

i.  The transferred positions will satisfy Exchange performance bond requirements 
at the Receiving Clearing Member; and   

ii.  Any remaining positions in the customer account at the Carrying Clearing 
Member will satisfy Exchange performance bond requirements. 

854. CONCURRENT LONG AND SHORT POSITIONS 
Set forth below are the procedures that must be followed for concurrent long and short 
positions and hold-open accounts. 
A. Concurrent long and short positions in the same commodity and month may be held by a 

clearing member at the direction of a customer or on behalf of an omnibus account; 
however it shall be the duty of the clearing member to ascertain whether such positions 
are intended for offset or to be held open prior to final transmission of position data to the 
Clearing House. 

B. Concurrent long and short positions in physically delivered contracts that are held by the 
same owner during the delivery month and two business days prior to the delivery month 
must be offset by transactions executed in the market, by allowable privately negotiated 
transactions, or fulfilled through the normal delivery process, provided however that trades 
may be transferred for offset if the trade date of the position being transferred is the same 
as the transfer date.  Such positions may not be offset via netting, transfer, or position 
adjustment except to correct a bona fide clerical or operational error on the day the error is 
identified and provided that the quantity of the offset does not represent more than one 
percent of the reported open interest in the affected futures contract month.1 

C. Clearing members which, pursuant to this rule, carry concurrent long and short positions, 
must report to the Exchange both sides as open positions.  When either side or both sides 
are reduced in accordance with Section B. of this rule, the open positions as reported to 
the Exchange must be reduced accordingly. 

D. The Exchange takes no position regarding the internal bookkeeping procedures of its 
clearing members which, for the convenience of a customer, may "hold open" a position 
only on their books.  However, the clearing member must accurately report to the 

1 Revised October 2008. 
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Exchange and the Clearing House, as appropriate, large trader positions, long positions 
eligible for delivery and open interest. 

855. OFFSETTING DIFFERENT SIZED FUTURES POSITIONS 1 

With the consent of the account controller, a clearing member may offset and liquidate long E–
Mini or E-Micro futures positions against short regular futures positions, or short E–Mini or E-
Micro futures positions against long regular futures positions, held in the same account in the 
following ratios of E–Mini or E-Micro to regular futures contracts: 
E–Mini S&P 500 to regular S&P 500:          5:1 
E–Mini Nasdaq 100 Index to regular Nasdaq 100 Index:        5:1 
E-Mini S&P Midcap 400 to regular S&P Midcap 400:       5:1 
E–Mini Currency to regular Currency:          2:1 
E-Mini S&P CNX Nifty Index Futures to E-micro S&P CNX Nifty Index Futures:    5:1 
E-Mini Nikkei 225 (Yen) to regular Nikkei 225 (Yen):      5:1 
E-Micro GBP/USD, EUR/USD, AUD/USD, CAD/USD, JPY/USD, CHF/USD, USD/RMB  
or CNY, USD/Offshore RMB or CNH to regular Currency    10:1 
E-Micro INR/USD to regular INR/USD        5.1 
The clearing member shall notify the Clearing House of offsetting positions by submitting 
reports to the Clearing House in such form and manner as the Clearing House shall specify. 
The positions shall be offset at the previous day's settlement price. 
The positions being offset shall be transferred to a CME holding account. Long and short 
positions in the same contract and contract month held in the holding account shall be netted, 
thus reducing the number of open positions in such contract. 
 

856.  NORMALIZATION OF OTC FX SPOT, FORWARD, SWAP AND OPTIONS 
TRANSACTIONS FOR CLEARING2 
For over-the-counter (OTC) foreign exchange (FX) transactions submitted for clearing and any 
non-standard specification of the transaction as defined by the price format shall be normalized 
by CME Group Clearing to standard or normal specifications by the following “normalization 
process.” 
 
Instrument:  Currency 1/Currency 2 (CCY1/CCY2) 
 
Generically, for spot and forward OTC FX transactions… 
 
Standard or Normal:  Buy (B)/Sell (S) CCY1 notional amount at CCY2 per CCY1 rate. 
 
Non-standard or Non-normal: B/S CCY2 notional amount at CCY2 per CCY1 rate. 
 
To normalize: 
 
1. Convert B to S, or S to B 
2. Convert CCY2 notional to CCY1:  CCY2 amount divided by CCY2 per CCY1 rate to obtain 
 CCY1 amount. 
 
For example, for Instrument:  EUR/USD … 
Standard:  EUR/USD- Quote USD per EUR; notional amount in EUR   

Trade comes in as SELL €15 million at 1.350000 USD per EUR →BUY 
$20,250,000 (€15 million x 1.350000 USD/EUR)   

 
Non-standard: EUR/USD- Notional amount in USD, but quote still in USD per EUR.   

Trade comes in as buy $20 million at 1.350000 USD per EUR →SELL 
€14,814,814.81 ($20 million / 1.350000 USD/EUR). 

 
To normalize the non-standard EUR/USD transaction, CME Clearing shall: 

1 Revised September 2008; March 2009; September 2010; December 2010; January 2013. 
2 Adopted April 2011. 
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3. Convert Buy to Sell, or Sell to Buy 
4. Convert USD notional to EUR:  USD amount divided by USD per EUR rate. 
 
Example:  The trade “BUY $20 million at 1.350000 SELL €14,814,814.81 ($20/1.350000) 

at 1.350000 USD per EUR” shall be normalized and held in CME Clearing as: 
    

The trade “SELL €14,814,814.81 ($20/1.350000) at 1.350000 USD per EUR 
BUY $20 million at 1.350000.” 

 
For swap OTC FX transactions, … 
Standard or Normal:  Leg 1  B/S  CCY1 notional amount at CCY2t per CCY1 rate. 
 
 Leg 2  S/B  CCY1 notional amount at CCY2t + n per CCY1 rate. 
 
Non-standard or Non-normal:  
 
   Leg 1 B/S  CCY2 notional amount at CCY2 t per CCY1 rate. 
 
   Leg 2  S/B  CCY2 notional amount at CCY2t + n per CCY1 rate. 
 
To normalize: 
 
1. Convert B to S, or S to B 
2. Convert CCY2 notional to CCY1:  CCY2 amount divided by CCY2 per CCY1 rate to obtain 
 CCY1 amount. 
 
For example, for instrument:  EUR/USD… 
 Standard: Leg 1 EUR/USD- Quote USD per EUR; notional amount in EUR 
  Leg 2 EUR/USD- Quote USD per EUR; notional amount in EUR 
 

Trade comes in as “Leg 1 BUY €20 million at 1.305000 SELL $26,100,000 
($20 million x 1.305000) at 1.305000 USD per EUR; Leg 2 SELL €20 million at 
1.315000 USD per EUR (1.3050 + 0.0100 swap points)” 

   
Non-Standard:  Leg 1  EUR/USD- Notional amount in USD, but quote still in USD per EUR.   
   Leg 2  EUR/USD- Notional amount in USD, but quote still in USD per EUR.   
  

Trade comes in as “Leg 1 SELL $26.1 million at 1.305000 BUY €20 million 
($26.1 million / 1.305000) at 1.305000 USD per EUR; Leg 2 BUY $26.3 
million at 1.315000 USD per EUR (1.3050 + 0.0100 swap points).”  

 
To normalize the non-standard EUR/USD transaction, CME Clearing shall: 
 
3. Convert Buy to Sell, or Sell to Buy 
4. Convert USD notional to EUR:  USD amount divided by USD per EUR rate. 

 
Example: The trade “Leg 1 SELL $26.1 million at 1.305000 BUY €20 million ($26.1  
  million / 1.305000) at 1.305000 USD per EUR; Leg 2 BUY $26.3 million at  
  1.315000 USD per EUR (1.3050 + 0.0100 swap points)” shall be normalized and  
  held in CME Clearing as: 
 

The trade “Leg 1 BUY €20 million at 1.305000 SELL $26,100,000 ($20 million x 
1.305000) at 1.305000 USD per EUR; Leg 2 SELL €20 million at 1.315000 USD 
per EUR (1.3050 + 0.0100 swap points)” 

 
For option OTC FX transactions, … 
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Standard or Normal:  B/S CCY1/CCY2 CALL (PUT) at STRIKE PRICE in units of 
CCY2 per CCY1 for a notional amount of CCY1 for a premium 
in CCY2 (CCY1 amount x premium price in CCY2 per CCY1, 
that is, CCY2 pips) or % of CCY1 (CCY1 premium / CCY1 
notional amount). 

 
Non-standard or Non-normal: B/S CCY1/CCY2 CALL (PUT) at STRIKE PRICE in units of 

CCY2 per CCY1 for a notional amount of CCY2 for a premium 
in CCY1 (CCY2 amount / premium price in CCY2 per CCY1, 
that is, CCY1 pips) or % of CCY2 (CCY2 premium / CCY2 
notional amount). 

To normalize: 
 
1. Retain B/S direction 
2. Convert CCY2 Put to CCY1 Call, CCY2 Call to CCY1 Put 
3. Convert CCY2 notional to CCY1:  CCY2 amount divided by Strike Price expressed in 
 CCY2 per CCY1. 
4. Process original premium amount and currency. 
5. Take premium amount and divide by CCY1 notional to express price in CCY1 terms for 
 reference purposes. 
 
For example, for Instrument:  EUR/USD … 
Standard:  EUR/USD- Quote USD per EUR; notional amount in EUR, premium in either %  
  of EUR notional (EUR premium) or USD pips (USD premium)  
 

Trade comes in as BUY EUR/USD PUT at 1.350000 USD per EUR for a notional 
amount of €20 million with premium of $100,000 (€20 million x option price of 
0.0050 USD per EUR, that is, USD pips) or 1.0% of €20 million (€200,000 
premium / €20 million) → SELL EUR/USD PUT at 1.350000 USD per EUR for a 
notional amount of €20 million with premium of $100,000 (€20 million x option 
price of 0.0050 USD per EUR, that is, USD pips) or 1.0% of €20 million 
(€200,000 premium / €20 million).   

 
Non-standard: EUR/USD- Notional amount in USD, but quote still in USD per EUR,   
 premium in either % of USD notional (USD premium) or EUR pips (EUR 
 premium).   
 

Trade comes in as BUY EUR/USD PUT at 1.350000 USD per EUR for a 
notional amount of $20 million with premium of €170,100 ($20 million x option 
price of 0.008505 EUR per USD, that is, EUR pips) or 1.0% of $20 million 
($200,000 premium / $20 million) → SELL EUR/USD PUT at 1.350000 USD per 
EUR for a notional amount of $20 million with premium of €170,100 ($20 million 
x option price of 0.008505 USD per EUR, that is, EUR pips) or 1.0% of $20 
million ($200,000 premium / $20 million).   

 
To normalize the non-standard EUR/USD transaction, CME Clearing shall: 
 
6. Retain B/S direction 
7. Convert USD Put to EUR Call, USD Call to EUR Put 
8. Convert USD notional to EUR:  USD amount divided by Strike Price expressed in USD per 
 EUR. 
9. Process original premium amount and currency. 
10. Take premium amount and divide by EUR notional to express price in EUR terms for 
 reference purposes. 
 
Example:  Trade comes in as BUY EUR/USD PUT at 1.350000 USD per EUR for a notional 

amount of $20 million with premium of €170,100 ($20 million x option price of 
0.008505 EUR per USD, that is, EUR pips) or 1.0% of $20 million ($200,000 
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premium / $20 million) → SELL EUR/USD PUT at 1.350000 USD per EUR for a 
notional amount of $20 million with premium of €170,100 ($20 million x option 
price of 0.008505 USD per EUR, that is, EUR pips) or 1.0% of $20 million 
($200,000 premium / $20 million) shall be normalized and held in CME Clearing 
as: 
 
BUY EUR/USD CALL at 1.350000 USD per EUR for a notional amount of 
€14,814,814.81 ($20 million/1.350000 USD per EUR) with a premium of 
€170,100 ($20 million x option price of 0.008505 EUR per USD, that is, EUR 
pips) or 1.148% of €14,814,814.81 (€170,100 / €14,814,814.81). 

 
 
(End Chapter 8) 
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CME Group Inc. is the parent company of Chicago Mercantile Exchange Inc. (CME). CME 

Clearing, a division of CME, is one of the world’s leading central counterparty clearing services. 

CME Clearing provides clearing and settlement services for exchange-traded contracts and 

cleared over-the-counter (OTC) derivatives transactions. CME Clearing applies robust risk 

management standards and applicable CFTC customer protection standards for all products  

it clears.

CME Clearing brings buyers and sellers together through numerous venues including the CME 

Globex electronic trading platform, open outcry trading facilities in Chicago and New York, 

cleared privately negotiated transactions, and an array of clearing services offered through 

CME ClearPort. CME Clearing serves as the counterparty to every trade, becoming the buyer to 

each seller and the seller to each buyer, limiting credit risk and therefore mitigating risk  

of default. 

CME Clearing’s integrated clearing function is designed to ensure the safety and soundness of 

our markets, serving the risk management needs of customers around the globe by offering 

clearing services for a wide range of global benchmark products. CME Clearing continues to 

structure its services, safeguards, and registration status to best serve the evolving markets to 

which it provides clearing services. This includes business transacted on CBOT, CME, COMEX, 

NYMEX, Green Exchange (GEX) and Dubai Mercantile Exchange (DME), as well as OTC 

transactions cleared through CME ClearPort.

CME Clearing is vitally aware of its role in global markets and is confident that our operational 

standards paired with our financial safeguards provide an effective set of risk management 

tools and capabilities that result in industry leading risk management capabilities. 

This brochure is intended to provide an overview of CME Clearing’s financial safeguard system. For additional details and applicable 
rules, please reference the CME, CBOT, and NYMEX rulebooks published on CME Group’s website (www.cmegroup.com). 
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Risk management and financial surveillance 
are principal functions of CME Clearing’s 
financial safeguards system. The safeguards 
are designed to provide the highest level of 
security and the early detection of unsound 
financial practices. The safeguards aim 
to protect and mitigate the consequences 
to clearing members and their customers 
from a participant default.1 CME Clearing’s 
financial safeguards system is continually 
evaluated and updated to reflect the most 
advanced risk management and financial 
surveillance techniques. The financial 
safeguards system is administered by the Risk 
Management Department with collaboration 
from management from the Audit, Banking 
and Collateral Services, Legal and Market 
Regulation departments.

For products other than cleared OTC interest 
rate swaps (IRS) and cleared OTC credit 
default swaps (CDS), CME Clearing is 
overseen on major risk management policy 
issues, financial safeguards, and financial 
surveillance and membership issues by the 
Clearing House Risk Committee (CHRC).2  

1  As provided in Rule 802.A.1, a clearing member is  
 in default when it “fails to promptly discharge any  
 obligation to” CME Clearing.
2 CME Rule 403 (Clearing House Risk Committee).

FINANCIAL SAFEGUARDS OVERVIEW

For general matters related to cleared OTC 
IRS products, including risk management 
policies and practices, CME Clearing has 
established an IRS Risk Committee.3 For 
general matters relating to cleared OTC 
CDS products, including risk management 
policies and practices, CME Clearing has 
established a CDS Risk Committee.4 Each 
of these committees is chaired by one or 
more members of the CME Group Board of 
Directors with broader participation largely 
comprised of market participants, who 
typically comprise a majority representation, 
and independent representatives.  

Clearing members may apply for clearing 
privileges for all or a subset of cleared 
products. Membership requirements may 
vary by product class, but generally include 
maintaining adequate financial resources, 
contributing to each applicable guaranty fund, 
satisfying risk-based capital requirements, 
and demonstrating adequate knowledge and 
experience in the desired products including 
the appropriate risk management policies and 
procedures. 

3  CME Rule 8G27 (IRS Risk Committee).
4  CME Rule 8H27 (CDS Risk Committee).

CME Clearing is registered with the U.S. 
Commodity Futures Trading Commission 
(CFTC) as a derivatives clearing organization 
(DCO). CME Clearing provides clearing 
services to a variety of CFTC-registered 
designated contract markets (DCMs), 
including CME, CBOT, NYMEX, COMEX, 
DME, and GEX. CME Clearing also 
accepts trades through CME Clearport, a 
flexible clearing service that allows market 
participants to transact trades on OTC terms 
and submit them for clearing, either clearing 
products as OTC swaps or as futures (through 
an exchange-of-futures-for-swaps, or EFS, 
transaction), pursuant to applicable rules.  
CME Clearing provides clearing services to 
the OTC markets through uniquely designed 
services for the IRS and CDS markets.  In 
order to underpin its role as the central 
counterparty to market participants utilizing 
products in these various markets, CME 
Clearing has three independent guaranty 
funds and financial safeguards waterfalls (as 
further explained below): one for IRS, one  
for CDS, and one for futures and cleared OTC 
products other than IRS or CDS (the Base 
guaranty fund).
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CME Clearing serves as the counterparty to 
every cleared transaction, becoming the buyer 
to each seller and the seller to each buyer, and 
limiting credit risk by guaranteeing financial 
performance of both parties. Each clearing 
member assumes performance and financial 
responsibility for all transactions it clears, 
including transactions cleared on behalf of 
its customers and on behalf of the clearing 
member and its affiliates.  

CME Clearing utilizes a variety of risk 
management metrics to evaluate clearing 
members’ ability to withstand changing 
market dynamics. Each clearing member 
is accountable to CME Clearing as the 
guarantor for payment and performance bond 
obligations arising from the accounts it clears. 
CME Clearing relies on the prudent oversight 
and evaluation of individual customers by 
each clearing member, and evaluates clearing 
members for the adequacy of their customer 
credit- and risk-monitoring. 

CME Clearing is committed to providing 
clearing firms with fundamental risk 
management tools to promote and protect the 
financial integrity of the market including the 
interest of clearing members, their customers, 
and CME Clearing. 

FINANCIAL INTEGRITY OF CME CLEARING
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CME Globex 
CME Globex is the world’s leading electronic 
trading platform, providing access to a 
broad array of futures and options products. 
CME Globex offers high-speed execution, 
vast capabilities, direct market assess, 
fairness, transparency, anonymity and global 
distribution. CME Globex is accessible nearly 
24 hours a day throughout the trading week. 

Risk management services on CME Globex 
include Globex Credit Controls, Drop 
Copy service, and Cancel on Disconnect 
functionality designed to protect CME Globex 
customers and clearing firms.

Globex Credit Controls 
CME Globex Credit Controls provides 
pre-execution risk controls that enable 
administrators to set credit limits through the 
CME Globex Credit Controls (GC2) tool. Risk 
administrators are able to define trading limits 
and select real-time actions if those limits are 
exceeded, including e-mail notification, order 
blocking and order cancellation. 

 

PRE-EXECUTION RISK CONTROLS

Drop Copy 
Drop Copy service allows market participants 
to receive real-time copies of CME Globex 
execution reports and reject messages as they 
are sent over iLink sessions. Features include 
the ability to monitor orders and activity, 
as well as aggregate execution and reject 
messages.

Cancel on Disconnect 
Upon an involuntarily dropped CME 
Globex to iLink user connection, Cancel on 
Disconnect (COD) functionality cancels all 
resting session/day futures and options orders 
for that user to protect market participants 
from position changes without the ability to 
monitor activity.

CME ClearPort  
CME ClearPort is a comprehensive set of 
flexible clearing services for global OTC 
markets backed by CME Clearing. CME 
ClearPort offers an array of clearing services 
that depend on the nature of the product 
traded, allowing users to submit bilaterally 
negotiated trades for clearing. It has the 
capacity to report transactions in multiple 
asset classes and provides significant 
mitigation of counterparty risk and neutral 
valuations across asset classes. 

CME ClearPort offers enterprise-wide credit 
limits, primarily used by clearing member 
administrators to allow for prudent risk 
management. Clearing members control the 
creation of accounts, permission tradable 
products, set position limits, and establish 
overall performance bond limits.
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CME Clearing has established a financial 
safeguard system to provide optimal risk 
management protections. CME Clearing 
provides clearing services for a variety of 
products and has developed independent 
financial safeguards to best serve the unique 
attributes of the market infrastructure serving 
particular products. Each clearing member 
is required to participate in each applicable 
financial safeguards system package for the 
products it is eligible to clear. 

CME Clearing employs a variety of tools and 
methods to manage risk including, mark-
to-market functionality, performance bond 
requirements, and account identification as 
standard risk management practices across 
all asset classes, and additional procedures 
specific to more dynamic markets. 

CME Clearing firms are subject to stringent 
capital, operational, and risk management 
standards as a condition of clearing 
membership. These clearing firm standards 
are augmented by CME Clearing risk 
management and financial surveillance 
techniques that are designed to:

•   Estimate potential market exposures

•   Prevent the accumulation of losses

•   Ensure appropriate integrity and capability  
 of clearing members

FINANCIAL SAFEGUARDS SYSTEM

•   Ensure that sufficient resources are   
 available to cover future obligations

•   Result in the prompt detection of financial  
 and operational weaknesses

•   Allow for swift and appropriate action to  
 rectify any financial problems and protect  
 market participants

Mark-to-Market
CME Clearing promotes financial stability 
throughout the financial system by monitoring 
and removing accumulated debt obligations 
among market participants. At each settlement 
cycle, CME Clearing determines the change 
in market value of all open positions from the 
prior settlement cycle and communicates to 
respective clearing members for settlement. 
Debt obligations from option contracts are 
immediately removed when the option buyer 
pays the premium (cost of the option) at the 
time of purchase and subsequently as positions 
are marked-to-market. 
CME Clearing’s basic standard is to mark open 
positions to market at least twice a day, require 
payments from clearing firms whose positions 
have lost value, and make payments to clearing 
firms whose positions have gained value. For 
select cleared-only markets, positions are 
marked-to-market daily, with the capability to 

mark-to-market more frequently as conditions 
warrant. 

CME Clearing establishes minimum 
performance bond requirements for 
exchange-traded and OTC products including 
CDS and IRS. During each settlement 
cycle, CME Clearing captures and collects 
performance bond for any new positions and 
determines the change in value of existing 
positions. Cash settlement occurs for the 
mark-to-market on open futures positions 
and the option premium associated with 
new option positions, known as settlement 
variation. Settlement variation for open option 
positions can be satisfied with collateral as 
part of performance bond requirements. 
These processes remove accumulated debt 
obligations from the system while ensuring 
that CME Clearing holds sufficient collateral 
to protect against potential losses that may 
accumulate prior to the next settlement cycle. 

Settlement variation payments through CME 
Clearing averaged $3.2 billion per day for the 
twelve months ending December 30, 2011 and 
reached a record of $18.5 billion on October 
13, 2008. 
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FINANCIAL SAFEGUARDS SYSTEM, continued

Performace Bond Requirements 
Performance bond (also referred to as margin) 
requirements are good-faith deposits to 
guarantee financial performance on open 
positions. CME Clearing establishes minimum 
initial and maintenance performance 
bond levels for all cleared products. CME 
Clearing requires that clearing members post 
maintenance performance bond levels, which 
represent the minimum amount of protection 
against potential losses of a position or 
portfolio. Any deficit in a clearing member’s 
performance bond requirement results in a 
direct debit to the clearing member’s account 
at a designated settlement bank.

CME Clearing requires that clearing members 
obtain initial performance bond levels from 
a customer when an account is new or when 
the account’s equity falls below minimum 
maintenance requirements set by CME 
Clearing, allowing customers to absorb some 
losses before issuance of another performance 
bond call. When performance bonds on 
deposit at the customer level fall below the 
maintenance requirement, the account is 
re-margined at the required (higher) initial 
performance bond level resulting in a direct 
debit to the clearing members account at 
its settlement bank. Clearing members may 
impose more stringent performance bond 

requirements on their customers than the 
minimums established by CME Clearing.  

Performance bond requirements vary by 
product, and are based on, and adjusted for, 
historical and implied price volatilities, market 
composition, current and anticipated market 
conditions, and other relevant information. 
In setting performance bond requirements, 
CME Clearing monitors historical price and 
implied volatility movements covering short-, 
intermediate-, and long-term data as well as 
liquidity, concentration, seasonality and other 
factors. 

For futures and options on futures, 
performance bond levels are established 
to cover at least 99 percent of expected 
price changes for a given product within a 
given historical period, providing further 
quantitative and qualitative considerations 
based on market risk. Actual performance 
bond requirements may exceed this level 
for some products. Performance bond 
requirements for options reflect movements 
in the underlying futures price, volatility, time 
to expiration and other risk factors, and adjust 
automatically each day to reflect the unique 
and changing risk characteristics of each 
option series. 

To compute performance bond requirements 
for exchange-traded futures, CME Clearing 

utilizes Standard Portfolio Analysis of Risk 
(CME SPAN), a system developed and 
implemented by CME Clearing. CME SPAN 
bases performance bond requirements on the 
overall risk of the portfolios, using parameters 
determined by CME Clearing, providing 
transparency and the ability to replicate 
margin computations by end users. CME 
SPAN simulates the effects of changing market 
conditions and uses tailored options pricing 
models to determine a portfolio’s overall 
risk. It treats all products uniformly while 
recognizing the unique features of options. 
In standard options pricing models, three 
factors most strongly affect options values: 
underlying price, volatility (variability of the 
underlying price), and time to expiration. As 
these factors change, positions may gain or 
lose value. CME SPAN constructs scenarios of 
price and volatility changes to simulate what 
the entire portfolio might reasonably lose 
over a specified time horizon. The resulting 
CME SPAN performance bond requirement 
covers this potential loss. Additionally, options 
purchased must be paid for in full and, 
therefore, the value is added to account equity. 
Conversely, the value of options sold is added 
to the overall performance bond requirement 
for the account. CME Clearing mandates 
stringent minimum performance bonds for 
short option positions. 
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FINANCIAL SAFEGUARDS SYSTEM, continued

CME SPAN is the industry’s standard 
performance bond system licensed by 
CME Clearing to exchanges and clearing 
organizations around the world. CME 
Clearing requires “gross” performance bonds 
for customer segregated and customer 
sequestered positions in CME, CBOT 5, 
COMEX and NYMEX products. The clearing 
member must deposit performance bonds for 
each open position (long or short) held at each 
clearing cycle, with appropriate allowances 
for risk offsets. CME Clearing allows for “net” 
performance bonds for non-segregated or 
proprietary positions.

For cleared OTC IRS and cleared OTC CDS, 
performance bond levels are established 
to cover at least 99 percent of expected 
price changes for a given product within a 
given historical period, providing further 
quantitative and qualitative considerations 
based on market risk. CME Clearing applies 
a multi-factor risk model to compute margin 
requirements for CDS. The multi-factor 
risk model captures the impact of overall 
macro-economic price risks and event risk at 

5 Clearing firms are optionally allowed to post 
 net margin for CBOT customer positions, if they  
 also agree to forego utilization of long option value  
 in CME Clearing’s calculation of clearing level 
 performance bond requirement. This optional  
 CBOT performance bond calculation profile is due to  
 be phased out by November 2012.

the sector, single name, liquidity, and basis 
levels. The methodology provides 99 percent 
coverage over a five-day period. CME Clearing 
applies a historical value-at-risk model to 
compute margin requirements for IRS. The 
model achieves 99 percent coverage over a 
five-day period by scaling observed historical 
returns by exponentially-weighted moving 
average volatilities. 

For both cleared OTC IRS and cleared OTC 
CDS, CME Clearing continually monitors 
volatility, performs backtesting, and reviews 
margin coverage to ensure appropriate 
coverage is maintained both at a position and 
portfolio level, with the ability to demand 
additional collateral when required to 
maintain desired coverage. CME Clearing 
allows for “net” performance bonds for 
clearing members’ proprietary positions in 
these products. CME Clearing calculates 
performance bond requirements for each 
customer, collecting gross performance 
bond for the aggregate customer sequestered 
account.

Concentration Performance Bond 
CME Clearing also maintains a concentration 
performance bond program, which 
allows CME Clearing to charge additional 
performance bond requirements when a 
clearing member’s potential market exposures 
become large relative to the financial 
resources available to support those exposures.

Guaranty Funds
CME Clearing’s rules are designed to 
maximize the liquidity and safety of the 
pool of guaranty funds. Guaranty fund 
contributions to the Base guaranty fund are 
sized to cover a default to CME Clearing by 
the largest net debtor,6  and are computed 
as the greater of $500,000 or the results of a 
formula under which 95 percent of the total 
requirement is based on the clearing member’s 
proportionate contribution to aggregate risk 
performance bond requirements over the prior 
three months and the remaining 5 percent is 
based on the clearing member’s contribution 
to risk-weighted transaction activity over the 
prior three months.

6 Clearing members that clear OTC products in the Base  
 guaranty fund must maintain a minimum guaranty  
 fund deposit of $2.5 million.
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FINANCIAL SAFEGUARDS SYSTEM, continued

The CDS Guaranty Fund is sized to cover 
defaults by the two largest net debtors. 
Individual Clearing Member contributions 
are computed as the greater of $50 million 
or the Clearing Member’s proportional share 
of the fund based on (a) a 30-day trailing 
average of their Potential Residual Loss 
(95%) and (b) a 30-day trailing average of 
their Gross Notional (5%).

The IRS Guaranty Fund is sized to cover 
defaults by the two largest net debtors. 
Individual Clearing Member contributions  
are computed as the greater of $50 million  
or the Clearing Member’s proportional share 
of the fund based on (a) a 30-day trailing  
average of their Potential Residual Loss, which 
is the tail risk the Clearing Member brings to 
the Clearing House (90%) and (b) a 30-day 
trailing average of their Gross Notional (10%).

CME Clearing recomputes guaranty fund 
requirements on an ongoing basis and requires 
clearing members to deposit any additional 
required funds at the beginning of each 
quarter for the Base guaranty fund and at the 
beginning of each month for both the IRS 
and CDS guaranty funds, or more frequently 
as conditions warrant. As of December 30, 
2011, the aggregate contribution requirements 

across all three guaranty funds totaled $4.5 
billion. As more fully discussed below, 
assessment powers augment funds on deposit 
in the guaranty fund.

Acceptable Collateral 
CME Clearing determines the acceptability 
of various collateral types, in accordance with 
applicable CFTC regulations, and determines 
appropriate haircuts as well as requirement 
type eligibility (core, reserve, concentration or 
guaranty fund). Active clearing members may 
meet performance bond requirements using a 
wide variety of collateral, which may include:

•   Cash, including USD and select  
 foreign currencies

•   U.S. Treasuries, including TBILL, TBOND,  
 TNOTE, TSTRIP, TLGP

•   U.S. Agencies, including select  
 discount notes and bills, select coupon 
 bearing instruments, select mortgage 
 backed securities

•   Select Foreign Sovereign Debt

•   Letters of credit

•   Physical gold

•   Stocks, including select stock from  
 S&P 500 Index

•   Specialized collateral programs including:

   Money market mutual fund 
program 

    Tri-party collateral management 
program for pledging 
alternative collateral  

    Cash with interest on trust 
ledger of participating banks



Financial Safeguards

10

FINANCIAL SAFEGUARDS SYSTEM, continued

Securities are revalued on a daily basis, 
at minimum, and are subject to prudent 
haircuts. Foreign cash is subject to haircuts 
in selected circumstances. Various forms of 
collateral are also subject to concentration 
and diversification limits. CME Clearing 
offers a choice of several different collateral 
management programs, providing efficient and 
cost-effective solutions for clearing members’ 
collateral management needs. Acceptable 
collateral may vary by account class and 
account type, please refer to the following link 
for further details http://www.cmegroup.com/
clearing/financial-and-collateral-management/
index.html.

Customer Protection 
Customers face credit risk in doing business 
through any particular futures commission 
merchant (FCM), so each customer’s selection 
process for a suitable FCM is important. While 
the laws, rules and regulations applicable 
to segregation of customer positions and 
collateral for products traded in regulated 
markets are designed to protect customers 
from the consequences of an FCM’s failure, 
they may not provide complete protection if 
the FCM’s default to CME Clearing results 
from a shortfall in customer segregated (or 
sequestered) funds (e.g., if the FCM’s default is 
caused by another customer failing to meet its 
financial obligations to the FCM). Protection 

against a customer-caused default rests 
primarily with the management of the clearing 
member and its internal risk management 
controls. Generally, a clearing organization’s 
role in the customer protection process is to 
monitor risk management requirements to 
provide oversight, require all customers to 
post adequate performance bonds, administer 
financial surveillance programs designed to 
monitor the financial viability of FCM clearing 
members, and, when necessary, impose 
specific remedies in an effort to avert the 
consequences of financial deterioration of a 
clearing member.

Segregation and Sequestration of 
Customer Positions and Collateral
CFTC regulations require customer positions 
and collateral to be segregated or kept separate 
from the positions and collateral of the FCM 
clearing member. The requirements apply 
directly to the activity and accounting by the 
clearing member and are further detailed 
in CME rules. CME Clearing has adopted 
rules for customer OTC derivatives accounts 
(known as customer sequestered accounts) 
that parallel CFTC regulations for customer 
segregated accounts. These rules are supported 
by CFTC Part 190 Bankruptcy regulations and 
are designed to protect customers in the event 
of insolvency or financial instability of their 
FCM clearing member. 

CME Clearing’s Audit Department routinely 
inspects clearing member records to 
monitor compliance with segregation and 
sequestration requirements. The integrity of 
segregation and sequestration relies on the 
accuracy and timeliness of the information 
provided to CME Clearing by FCM clearing 
members. Violations by a clearing member 
of segregation or sequestration requirements 
are considered serious infractions and can 
result in imposition of significant regulatory 
penalties.  

Capital Requirements for Clearing 
Members
CME Clearing members that are subject to 
CFTC regulation are required to maintain 
Adjusted Net Capital (ANC) at prescribed 
levels. All active clearing members are 
required to maintain the greatest of:

•   $5,000,000;7 

•   CFTC minimum regulatory capital   
 requirements (see below); or

•   SEC minimum regulatory capital   
 requirements

7 Or such other minimum as may be established for  
 particular products.
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CME Clearing and the CFTC have adopted 
a risk-based capital requirement as the 
regulatory minimum capital requirement. 
This requirement is computed as 8 percent 
of domestic and foreign domiciled customer 
and 8 percent of non-customer (excluding 
proprietary) risk maintenance performance 
bond requirements for all domestic and 
foreign futures and options on futures 
contracts,8 excluding the risk margin 
associated with naked long option positions 
and any cleared OTC contracts. 

Either in conjunction with or separately  
from being a clearing member for futures 
and options on futures listed by CME, CBOT, 
NYMEX and/or COMEX, a firm may have 
become an OTC clearing member, an IRS 
clearing member or a CDS clearing member. 
OTC, IRS and CDS clearing members are 
subject to the requirements established within 
the relevant rule set. 

As set forth below, minimum capital 
requirements for a clearing member that 

8  Any risk maintenance performance bond   
 requirements for cleared OTC products must also be  
 included in the calculation.

clears OTC derivatives depend upon the 
categories of OTC products the firm is entitled 
to clear:

•  $50,000,000 if the clearing member will 
clear only commodity (i.e. agricultural, 
metal, and energy) and /or foreign 
exchange OTC products;

•  $50,000,000 if the clearing member will 
clear the above products and CDS or IRS;

•  For bank clearing members, capital is 
defined as Tier 1 Capital, as defined in 
accordance with regulations applicable to 
the bank clearing member; and

•  For additional information on OTC clearing 
capital requirements, please refer to CME 
Rule 8F04 for OTC derivatives, CME Rule 
8H04 for CDS and CME Rule 8G04 for IRS.

The Clearing House Risk Committee, the IRS 
Risk Committee, CDS Risk Committee or 
the Clearing House may prescribe additional 
capital requirements or grant exemptions.

ANC is computed based  
on the following formula:

Current Assets 

– Adjusted Liabilities  

– Capital Charges

Adjusted Net Capital

Current Assets: Cash and other assets that 

are reasonably expected to be realized as 

cash, or sold, during the next twelve months. 

However, certain assets such as prepaid 

expenses, deferred charges, and unsecured 

receivables from customers, non-customers, 

subsidiaries and affiliates, which would 

be classified as current under generally 

accepted accounting principles, are deemed 

non-current. Exchange memberships are also 

reflected as non-current assets.

Adjusted Liabilities: The clearing member’s 

total liabilities less the liabilities which have 

been subordinated to the claims of general 

creditors.

Capital Charges: Regulatory capital charges 

primarily encompass percentage deductions 

(“haircuts”) on the following:

Speculative proprietary futures and options 

positions 

 

Proprietary inventories, fixed price 

commitments and forward contracts 

 

Undermargined customer, noncustomer and 

omnibus accounts 

 

Marketable securities
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Capital requirements are monitored by 
CME Clearing’s Audit Department. Capital 
requirements vary to reflect the risk of 
each clearing member’s positions as well as 
CME Clearing’s assessment of each clearing 
member’s internal controls, risk management 
policies and back office operations.
Clearing members which are members of 
all of CME Group Exchanges (CME, CBOT, 
NYMEX and COMEX) must assign to CME 
Clearing two CME memberships, two IMM 
memberships, two IOM memberships, 
one GEM membership, two full CBOT 
memberships, two full NYMEX memberships 
and one full COMEX membership. To obtain 
clearing privileges for a single CME Group 
Exchange, a firm must meet the membership 
requirements of that particular Exchange. 
To obtain clearing privileges for two CME 
Group Exchanges, firms need to meet the 
membership requirements of those particular 
Exchanges.

Clearing members that are only entitled to 
clear OTC derivatives products are subject to 
capital and membership requirements based 
on the particular products cleared.

Finally, CME, CBOT and NYMEX/COMEX 
rules generally require owners of five percent 
or more of the equity securities of a clearing 
member to guarantee obligations arising out 
of house (non-customer and proprietary) 

accounts of the clearing member to the extent 
of their ownership interest. Owners of 50 
percent or more must guarantee 100 percent 
of the clearing member’s house obligations. 
This parent guarantee provides a high level of 
assurance that obligations arising out of trades 
made and positions held by owners or affiliates 
of clearing members are promptly discharged. 
Additionally, per the terms of Rule 901G, 
CME staff may require a guaranty in situations 
where clearing firms are subject to common 
ownership.  

Financial Surveillance
Recognizing the need to monitor the financial 
condition of clearing members, CME 
Clearing’s Audit Department, in conjunction 
with other self-regulatory organizations, 
operates a sophisticated financial surveillance 
program. The program has several important 
aspects, as outlined below:

Reporting. Clearing members must calculate 
segregation and sequestered requirements and 
ensure compliance with capital requirements 
on a daily basis. In addition, firms must 
submit to the Audit Department full financial 
statements monthly, provide certified financial 
statements once a year, and submit more 
frequent reports (daily or weekly) as directed.  
OTC Clearing Members regulated by another 
regulatory authority must submit to CME 
annual audited financial statements as well as 

all unaudited financial statements provided to 
its primary regulator within five days after such 
statements are provided to its regulator.

Notification. Clearing members are required 
to report any failure to meet segregation, 
sequestered, foreign futures or foreign 
options secured amount, or minimum capital 
requirements. Clearing members also must 
notify CME Clearing prior to any significant 
business transaction, any significant change 
in operations, or significant declines in net 
capital.

Inspection. Generally, each clearing member 
is subject to a financial/operational review 
every year. The reviews are tailored to focus 
on the specific risks of the clearing member. 
All such inspections are performed on an 
impromptu basis.

Information Sharing. CME Clearing 
participates in formal agreements with other 
domestic and foreign regulatory authorities, 
as well as clearing and self-regulatory 
organizations. As part of these agreements, 
CME Clearing regularly exchanges financial 
and operational information about joint 
clearing members with other participating 
markets. Recognizing that the financial 
marketplace spans the globe, CME 
Clearing was instrumental in developing 
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the International Information Sharing 
Memorandum of Understanding, which 
established a framework for participating 
exchanges and clearing organizations 
worldwide to share information relevant to 
managing global market emergencies. CME 
Clearing also seeks broader cooperation 
between clearing organizations through 
such industry forums as the Unified Clearing 
Group, CCP 12, the Joint Audit Committee, 
the Intermarket Financial Surveillance Group 
and the DCO Risk Committee.

Intra-Day Monitoring   
CME Clearing monitors intra-day price 
movements and trading activity throughout 
the trading session. To assess the impact of 
these price changes on clearing members, 
intra-day mark-to-market calculations are 
performed on clearing member and customer 
positions and reviewed by CME Clearing 
throughout the day and overnight. The risk 
management team may contact exchanges or 
clearing organizations to follow up on clearing 
firm activity at their respective organizations. 
 On a daily basis, CME Clearing conducts 
stress testing of clearing member portfolios 
and individual customer accounts of their 
large customers. Numerous stress scenarios 
have been modeled to reflect a diverse set 
of possible market events. Stress results 

are evaluated against performance bond on 
deposit and clearing member adjusted net 
capital. Results of stress tests may lead CME 
Clearing to request that a clearing member 
provide additional information about its 
customer accounts, such as whether offsetting 
positions for CME-cleared products exist 
in other markets. In some cases, stress test 
results may cause CME Clearing to increase 
a clearing member’s performance bond 
requirement, capital requirements, or require 
a clearing member to reduce or transfer 
positions.

Market Regulation
Through CME Group’s Market Regulation 
Department, CME Clearing’s risk management 
team has access to specific account position 
information for clearing members’ large 
individual customer accounts. Such position 
information, which is maintained on a highly 
confidential basis, allows the identification 
of concentrated positions as they arise and 
the aggregation of positions that may be 
owned by common principals through several 
different clearing members. Knowledge of 
concentrated or high-risk positions, coupled 
with information routinely gathered on the 
cash and/or related derivative markets, enables 
CME Clearing to respond rapidly to market 
situations that might adversely affect the 

financial integrity of CME Clearing or the 
financial stability of a clearing member. 

Clearing Member Risk Reviews
CME Clearing periodically visits clearing 
member firms to evaluate various financial 
metrics such as liquidity, capital adequacy, 
asset quality, and earnings/profitability, and to 
review policies for new and existing account 
monitoring, risk management procedures 
for customer and proprietary exposures, and 
monitoring for liquidity risk and operational 
risk management. Results of each review are 
summarized for CME Clearing management. 
If a review indicates a potential weakness 
or area of concern, the risk management 
team will submit recommendations to CME 
Clearing management and the CHRC for 
approval. Recommendations may include, 
among other things, issuing a formal request 
to the clearing member to address the matter 
within a specified period to alleviate the need 
for more severe action to be taken. 
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Cross-Margining 
CME Clearing has administered a range of 
cross-margining programs for more than 
twenty years. In recognition of the linkages 
among the markets for exchange-traded 
equity derivative products, as well as the 
need to promote efficient clearing procedures 
and to focus on the true inter-market 
risk exposure of clearing members, CME 
Clearing, in conjunction with the Options 
Clearing Corporation (OCC), offers a cross-
margining program with respect to market 
professionals and proprietary accounts. 
Combining the positions of joint or affiliated 
clearing members in certain broad-based 
equity index futures and options into a single 
portfolio, and utilizing the sophisticated 
risk-based margining systems of each clearing 
organization, results in a single performance 
bond requirement across both markets. The 
clearing organizations jointly hold a first lien 
on and security interest in the positions in 
cross-margined accounts. All performance 
bond deposits associated with these accounts 
are jointly held. The cross-margining program 
significantly enhances both the efficiency and 
financial integrity of the clearing system by 

allowing gains accruing to futures or options 
positions to be immediately available to 
meet the requirements for funds from losing 
positions.  

If a clearing organization were to suspend a 
cross-margining member, the positions in the 
cross-margin accounts would be liquidated 
and all performance bond collateral would be 
converted to cash and applied toward each 
clearing organization’s costs of liquidating the 
cross-margin accounts. CME Clearing and 
the OCC each would be entitled to half of 
any surplus to apply toward other obligations 
of the clearing member; if one clearing 
organization did not need its entire share 
of the surplus, the excess would be made 
available to the other clearing organization. 
 
CME Clearing also maintains a cross-margin 
agreement with the Fixed Income Clearing 
Corporation (FICC). The program provides 
cross-margining of selected interest rate 
products  and fixed income products. The 
design of the FICC program differs from 
the above-mentioned OCC program in that 
performance bond collateral is held separately 

at each respective clearing organization. 
If CME Clearing or FICC were to suspend 
a cross-margining participant, the cross-
margined positions would be liquidated 
and performance bond collateral would be 
converted to cash at each respective clearing 
organization. If the liquidation of cross-
margined positions and performance bond 
resulted in a cross-margin loss, there would be 
a cross-margin guarantee payment from one 
clearing organization to the other to share  
the loss.

Additionally, CME Clearing and Singapore 
Exchange Limited (SGX) have a mutual offset 
agreement. CME Clearing can maintain 
collateral in the form of U.S. Treasury 
securities or irrevocable letters of credit. 
Regardless of the collateral, CME Clearing 
guarantees all cleared transactions submitted 
through SGX. In the event of a default, CME 
Clearing would initiate procedures designed 
to satisfy these financial obligations, such as 
the use of performance bond and guaranty 
fund contributions of the defaulting clearing 
member.
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DEFAULT BY A CLEARING MEMBER

CME Clearing’s financial safeguards 
system includes default procedures for 
both exchange-traded and cleared OTC 
markets. The risk management and financial 
surveillance techniques of CME Clearing are 
designed to minimize the possibility that a 
clearing member will default on its obligations 
to CME Clearing. CME Clearing, by rule 
and by operational practice, has prepared 
contingencies to expeditiously deal with the 
unlikely event of a clearing member default. 
A clearing member may be declared to be in 
default when it fails to promptly discharge any 
obligation to CME Clearing,9  including but 
not limited to failure to satisfy its financial 
obligations to CME Clearing. In the event of a 
default by a clearing member, depending upon 
the products cleared by the particular clearing 
member firm, CME Clearing may utilize one 
of three different guaranty funds and financial 
safeguards waterfalls: one for IRS, one for 
CDS, and one for futures and OTC cleared 
products other than IRS and CDS (the Base 
guaranty fund). 
 
CME Clearing performs various default 
management exercises throughout the year. 
For CDS and IRS, default management drills 
are conducted twice yearly, with oversight 
provided by default management committees. 

9  CME Rule 802.A.1 (Default by Clearing Member).

The procedures detailed below outline CME 
Clearing’s general procedures in the event 
of a clearing member default. More detailed 
procedures may be applied to respond to the 
unique attributes of defaults involving specific 
asset classes, such as IRS and CDS. 10      

House Account Default
If a clearing member were unable to meet 
its financial obligations to CME Clearing 
resulting in a failure to make a payment within 
its house (sometimes referred to as proprietary 
or non-customer) account, CME Clearing may 
act immediately to: 

•   Transfer segregated and sequestered  
 customer positions and collateral to  
 another clearing member;

•   Take control of, or liquidate, positions in  
 the clearing member’s house account;

•   Apply the clearing member’s guaranty  
 fund and house performance bond deposits  
 to satisfy the clearing member’s obligations  
 to CME Clearing with regard to its  
 house account;

•   Utilize all other assets of the clearing  
 member that are available to CME Clearing  
 (e.g., Exchange memberships); and/or

•   Invoke any applicable parent guarantee. 

10 See CME Rules 8H802 AND 8G802  
 (Protection of Clearing House).

Customer segregated and sequestered assets 
(positions and/or collateral) on deposit with 
or in the control of CME Clearing may not be 
used or impaired by CME Clearing in the case 
of a clearing member default to CME Clearing 
resulting from house account activity.

Customer Segregated or 
Sequestered Account Default

If a clearing member were unable to meet its 
financial obligations resulting in a failure to 
make payment within its customer segregated 
or customer sequestered account, CME 
Clearing may act immediately to:

•   Transfer non-involved customer  
 segregated or customer sequestered   
positions and collateral to another  
 clearing member.

•   Take control of, or liquidate, involved  
 customer segregated or customer   
 sequestered positions and house positions.

•   Apply the clearing member’s guaranty fund  
 and house performance bond deposits to  
 the failed obligation to CME Clearing.

•   Utilize all other assets of the clearing  
 member that are available to CME Clearing  
 (e.g. Exchange memberships).
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Although CME Clearing separates customer 
segregated and customer sequestered 
performance bond deposits and positions 
from the clearing member’s proprietary 
performance bond deposits and positions, 
the customer performance bond deposits 
and positions for each clearing member 
are held in aggregate, without identifying 
specific ownership at the customer level. 
If a default to CME Clearing occurred in 
the clearing member’s customer segregated 
or customer sequestered accounts, CME 
Clearing has the right to apply toward the 
default all performance bond deposits and 
positions within the respective account at 
CME Clearing. Accordingly, positions and 
performance bonds deposited by customers 
not causing the default are potentially at risk 
if there is a default to CME Clearing in the 
respective customer account of their clearing 
member and may be liquidated.

Unsatisfied Obligation
Should there be any remaining unsatisfied 
obligations to CME Clearing following the 
above procedures, CME Clearing would 
apply CME designated funds, guaranty fund 
contributions of non-defaulting clearing 
members, and funds collected through an 
assessment against such clearing members. 
For the financial safeguard package that 
includes the Base guaranty fund, CME-

designated contributed capital is $100 
million. For each of the IRS and CDS 
financial safeguard packages, CME-designated 
contributed capital is $100 million. 

Following the application of CME-designated 
funds, CME Clearing would apply the 
guaranty funds of the non-defaulting clearing 
members, limited to the contributions to the 
financial safeguards package associated with 
the default. 

If necessary to cure the default to CME 
Clearing, CME Clearing would then invoke 
its right to assess non-defaulting clearing 
members. For the financial safeguards 
package that includes the Base guaranty 
fund, assessment powers cannot exceed 
2.75 times the aggregate Base guaranty fund 
requirement across all clearing members for 
a single default. For multiple defaults in a 
five-day period, assessment powers are capped 
at 5.5 times the aggregate guaranty fund. For 
both the IRS and CDS financial safeguard 
packages, assessment powers are sized to 
match the third and fourth largest theoretical 
net debtors.11  Should the applicable financial 
safeguard package be exhausted, beyond 
maximum assessment powers, the terms of 
Rule 818 Close-Out Netting would apply. 

11  Rule 8H802 and 8G802  
 (Protection of Clearing House).

Liquidity Facility
CME Clearing maintains a fully secured, 
committed line of credit with a consortium 
of domestic and international banks that may 
be used in certain situations. Under the terms 
of the credit agreement, CME Clearing may 
use the proceeds of the advances to provide 
temporary liquidity in the unlikely event of 
a clearing member default, in the event of a 
liquidity constraint or default by a depository 
institution (custodian of the collateral), or 
if there is a temporary problem with the 
domestic payments system that would delay 
payments of settlement variation between 
CME Clearing and clearing members. The line 
of credit thus provides CME Clearing with 
additional capacity to pay settlement variation 
to all clearing members even if a clearing 
member may have failed to meet its financial 
obligations to CME Clearing. As of December 
30, 2011, the size of the facility was $3 billion, 
expandable to $5 billion. 

U.S. Insolvency Law Protections 
In the case of a bankruptcy of an FCM clearing 
member, the U.S. Bankruptcy Code, the 
CFTC Part 190 Bankruptcy Rules and other 
laws contain a number of provisions that 
provide protections to a clearing member’s 
public customers. These provisions include 
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special priority rules for distribution of 
property to customers and certain exceptions 
to the Bankruptcy Code’s automatic stay and 
voidability provisions. Set forth below is a 
general overview of these provisions.

In the event of a clearing member bankruptcy, 
the Bankruptcy Code provides a number 
of protections to CME Clearing, regardless 
of whether the bankrupt clearing member 
holds public customer accounts or only clears 
proprietary trades. For example, a trustee may 
not void pre-bankruptcy payments of original 
performance bond or settlement variation 
made to CME Clearing (except in the event 
of a fraudulent transfer). In addition, the 
filing of a bankruptcy petition will not stay a 
set-off by CME Clearing of claims for original 
performance bond or settlement variation 
payments owed by a clearing member 
against cash, securities or other property of 
a clearing member held by CME Clearing. 
These provisions establish a priority for CME 
Clearing with respect to performance bond 
deposits, which protect all clearing members. 
Further, the Bankruptcy Code provides that 
neither a clearing member’s bankruptcy nor 
any order of a bankruptcy court can prevent 
CME Clearing from exercising any contractual 
right it has to liquidate a commodity contract.  

The Bankruptcy Code and the CFTC Part 190 
Bankruptcy Rules provide a five-day grace 
period during which time customer accounts 
may be transferred from a defaulting clearing 
member to non-defaulting clearing members, 
either pursuant to arrangements made by the 
customer or as part of a “bulk transfer” of 
accounts coordinated with CME Clearing 
and the CFTC. With respect to distribution of 
customer property remaining at the defaulting 
clearing member, the CFTC Part 190 
Bankruptcy Rules classify a clearing member’s 
customers as either “public” or “non-public.” 
Non-public customers include certain account 
holders that are affiliated with or related to the 
clearing member such as the clearing member 
officers, directors, general partners or ten 
percent or greater owners. All other customers 
are considered “public,” and their property on 
deposit with the clearing member is subject to 
CFTC segregation requirements. 

The Bankruptcy Code and CFTC Part 190 
Rules afford claims of public customers the 
highest priority, subject only to the payment 
of claims relating to the administration of 
customer property. For purposes of claims in 
an FCM bankruptcy, customers of the FCM 

are divided into the following account classes: 
U.S. futures accounts (governed by Section 
4d of the Commodity Exchange Act and 
related CFTC Regulations), foreign futures 
accounts (governed by CFTC Regulation 30.7), 
cleared swaps accounts, leverage accounts 
and delivery accounts. Each account class 
is a separate pool of funds for claims. The 
claims of customers whose funds are held in 
defined account classes will have priority over 
proprietary claims and the claims of general 
creditors in an FCM bankruptcy to funds in 
that pool. All property segregated on behalf of, 
or otherwise traceable to, a particular account 
class is allocated to that class and distributed 
to customers in that class on a pro-rata basis. 

For banks and foreign entities that are direct 
clearing members, the applicability of these 
and other insolvency-related provisions 
will depend on the circumstances of each 
situation. 

An insolvency of a domestic bank would be 
controlled by the Federal Deposit Insurance 
Corporation (FDIC) or a receiver appointed 
by the Comptroller of the Currency 
(Comptroller) depending on the type of 
banking services provided by the clearing 



Financial Safeguards

18

DEFAULT BY A CLEARING MEMBER, continued

member bank. If the clearing member is 
a retail depository bank, and therefore 
insured by the FDIC, its insolvency would 
be administered under the Federal Deposit 
Insurance Act (FDIA) with the FDIC as 
receiver. A non-depository bank would not 
be subject to the FDIA, and its insolvency 
would be controlled by the Comptroller as the 
licensing agency. Such insolvency is governed 
by the National Banking Act.

CME Clearing’s outside counsel has indicated 
that based on the FDIA and the Federal 
Deposit Insurance Corporation Act of 1991 
(FDICIA) there is strong legal support 
for contractual netting among a clearing 
organization such as CME Clearing and its 
members, including U.S. banks. FIDICIA 
generally provides that the covered contractual 
payment obligations and the covered contract 

payment entitlements of a member of a 
clearing organization to and from all other 
members of a clearing organization shall be 
netted. In addition, the FDIA has provisions 
that are similar to the Bankruptcy Code in 
permitting broad cross-product netting and 
allowing prompt liquidation of contracts with 
an insolvent bank.

Foreign banks will fall within one of three 
relevant categories. If the foreign bank  
has assets but no subsidiaries or branches 
in the U.S., it would be subject to the U.S. 
Bankruptcy Code. Second, a foreign bank 
could establish a subsidiary bank in the U.S., 
either as a retail depository bank subject to 
FDIC regulations or as a non-depository bank 
that must be licensed by the Comptroller. The 
subsidiary’s insolvency would be processed 
in the same manner as a U.S. bank. Finally, 

the foreign bank could set up branches rather 
than a bank subsidiary in the U.S. Such 
branches would not be permitted to accept 
retail deposits, and therefore the Comptroller, 
which would license the branches, would be 
the federal regulator rather than the FDIC. A 
receiver appointed by the Comptroller would 
administer the insolvency process in the U.S.
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CME CLEARING FINANCIAL SAFEGUARDS 
SYSTEM RESOURCES

Under no circumstances will customer 
segregated or sequestered performance bond 
deposits held by CME Clearing for one FCM 
clearing member be used to cover either a 
house or customer default of another clearing 
member. Customers doing business through a 
clearing member not involved in a default are 
insulated from losses incurred by the failure of 
another clearing member.

At December 30, 2011, CME Clearing 
maintained aggregate performance bonds of 
approximately $90 billion.12  The following 
highlights additional available resources of 
CME Clearing at December 30, 2011 in the 
event that the resources of the defaulting firm 
are exhausted. 

12 Aggregate performance bonds stated represent the  
 value after any applicable CME Clearing performance  
 bond haircuts.

Base Financial Safeguards Package                                        
CME Contributed Capital   $100,000,000

Guaranty Fund Contributions $2,968,000,000

Assessment Powers $8,161,000,000

Aggregate base financial safeguards13 $11,229,000,000 

IRS Financial Safeguards Package14                                        
CME Designated Working Capital  $100,000,000

Guaranty Fund Contributions $948,000,000

Minimum Total Assets Available for Default $1,048,000,000

CDS Financial Safeguards Package15                                        
CME Designated Working Capital  $100,000,000

Guaranty Fund Contributions $629,000,000

Minimum Total Assets Available for Default $729,000,000

13 Exchange memberships assigned to CME Clearing are available in the event of the respective clearing  
 member default. 

14 IRS Financial Safeguards additionally include assessment powers as detailed in Rule 8G802 
 (Protection of Clearing House).

15 CDS Financial Safeguards additionally include assessment powers as detailed in Rule 8H802  
 (Protection of Clearing House).
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DISASTER RECOVERY AND 
BUSINESS CONTINUITY

The Business Continuity Management 
(BCM) program is committed to ensuring 
CME Group can respond to an incident 
while ensuring the safety of our people, 
guarantee the survivability of core trading and 
clearing functions and meeting our fiduciary 
responsibility to our stakeholders.   

Key components of the program include:

•   Identifying a program framework  
 that aligns with U.S. and  
 International standards.

•   Multiple-redundant systems components,  
 maintained at separate, geographically- 
 dispersed facilities.

•   Multiple-redundant network connectivity  
 between clearing firms and CME Clearing,  
 into those separate, geographically-  
 dispersed facilities.

•   Real-time mirroring of data storage  
 between separate facilities.

•   Physical dispersion of operations  
 oriented staff.

•   Multiple electricity feeds as well as back-up  
 generator capability.

•   Redundant voice telecommunications lines  
 with automatic switching to  
 backup facilities.

•   Routinely-tested scenarios include both  
 the completion of the daily clearing  
 cycle and the resumption of normal  
 clearing processing.
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CME CLEARING EUROPE

CME Clearing Europe, CME Group’s European 
Clearing House, is approved as a Recognised 
Clearing House by the UK Financial Services 
Authority. CME Clearing Europe was launched 
in May 2011 initially offering clearing for a 
wide range of OTC products. CME Clearing 
Europe is a separate legal entity which is 
wholly owned by CME Group; although 
CME Clearing Europe benefits from CME 
Clearing’s system infrastructure and proven 
risk management expertise, it has its own 
experienced staff based in London and its own 
governance structure including a Board of 
Directors and Risk Committee. It also has its 
own membership criteria for firms wishing 
to clear business through the European entity 
and maintains its own financial safeguards 
to protect against the default of a Clearing 
Member. 

The following highlights the available 
resources of CME Clearing Europe at 
December 30, 2011 in the event that the 
resources of the defaulting firm are exhausted.

Financial Safeguards Package:                                        
CME Clearing Europe Guarantee Fund Contribution $20,000,000

Clearing Member Guaranty Fund Contributions $40,000,000

Assessment Powers $110,000,000

For more information on CME Clearing Europe visit cmeclearingeurope.com.
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The Globe Logo, CHICAGO MERCANTILE EXCHANGE®, CME®, GLOBEX®, CME ClearPort® and CME SPAN® are trademarks of Chicago Mercantile Exchange Inc. (CME), registered in the U.S. Patent 

and Trademark Office. All other trademarks are the property of their respective owners.

The information within this brochure has been compiled by CME Group for general purposes only. CME Group assumes no responsibility for any errors or omissions. Additionally, all examples in this 

brochure are hypothetical situations, used for explanation purposes only, and should not be considered investment advice or the results of actual market experience.

All matters pertaining to rules and specifications herein are made subject to and are superseded by official CME Group rules.

Current CME Group rules should be consulted in all cases concerning contract specifications.

Copyright © 2012 CME Group
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Introduction 

C ME Clearing is the world's largest derivatives clearing organization, cleanng approximately 

90% of all futures and opt1ons on futures traded m the Un1ted States. An operating d1v1sion 

of CME, CME Cleanng is the central counterparty and guarantor for two of the largest and 

most diverse f1nancial exchanges m the world, handling over 1. 5 billion futures, options on 

futures and OTC transactions worth more than $788 trillion in notional value Ill a s1ngle year. 

Our clearing function ensures the safety and soundness of the markets we clear and helps 

differentiate us from our competitors. We serve the risk management needs of customers 

around the globe by offering clearing services for the widest range of benchmark f1nancial 

products In addition to clearing for CME, Chicago Board of Trade (CBOT), and One Chicago, 

CME Clearing also provides clearing services for OTC transactions through CME Auction 

Markets' ', and CME Clearing360' . . 

With C ME'"Ciearing being substituted as the counterparty to every trade matched or submit

ted 1n the clearing process- the risk of default is greatly reduced. The financial integrity of 

CME Clearing is a foremost consideration of CME's Board of Directors, Clearing House Risk 

Committee, and management. CME is vitally aware of its role in International f1nancial mar

kets and believes that its financial safeguard system, designed for the benefit and protect1on 

of both clearing members and their customers, 1s second to none. 



The Standard Portfolio Analysis of Risk™ (SPAN) system is a highly sophisticated methodology 

that calculates performance bond requirements by analyzing the "what-ifs" of virtually any market 

scenario. Developed and implemented in 1988 by Chicago Mercantile Exchange (CME), SPAN was 

the first system ever to calculate performance bond requirements exclusively on the basis of overall 

portfolio risk at both clearing and customer levels. 

In the years since its inception, SPAN has become the industry standard for portfolio risk assessment. It is the 

official performance bond (margin) mechanism of 47 registered exchanges, clearing organizations, service bureaus 

and regulatory agencies throughout the world. SPAN software is utilized by a wide range of end-users, including 

futures commission merchants (FC Ms), investment banks, hedge funds, research organizations, risk managers. 

brokerage firms and individual investors worldwide. Although originally designed for use with derivatives, its extra

ordinary capabilities have led to its extensive use in assessing risk for many different types of financial instruments. 

Now in its fourth generation of functionality, SPAN has evolved into a "family" of three software products 

designed to meet the needs of a wide range of customers. 

PC-SPAN• - a single-user desktop application that offers margin calculation across multiple exchanges. 

SPAN Risk Manager™- a single-user desktop program that includes risk analytics in addition to margin calculation. 

SPAN Risk Manager Clearing - an institutional-level program used by exchanges. clearing organizations. service bureaus 

and regulatory agencies that employs all the functionalities of PC-SPAN and SPAN Risk Manager, and also offers real-time 

margining, risk array calculations and production of SPAN risk parameter files. 

Why is SPAN the global standard? 

SPAN is the global standard in risk assessment software because it 

» Is flexible and powerful 

>> Offers cost-efficient and easy-to-implement solutions 

Calculates performance bond requirements at multiple levels: clearing members. members/brokers, omnibus 

and individual accounts 

» Offers true market transparency, including access to free daily SPAN files and detailed documentation 

» Provides unparalleled customer support 

CME SPAN: The Standard Portfolio Analysis of Risk"' 
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How does SPAN work? 

SPAN evaluates overa ll portfolio risk by calculat ing the worst probable loss that a portfolio might reasonably incur 

over a specified time period. SPAN achieves this number by comparing hypothetical gains and losses that a portfolio 

would susta in under different market conditions. 

SPAN typically provides a "Risk Array" analysis of 16 possible scenarios for a specific portfolio under various conditions. 

SPAN methodology, however, allows users to request any number of scenarios to meet their particular needs: 

» Each scenario consists of a "what-if" situation in which SPAN assesses the effects of variations in price, volatility 

and time to expiration . 

» Each calculation represents a gain or loss based on the possible gains or losses due to changes in an instrument's 

price by X and volatility by Y. 

Risk Array Graph 

' .. 
l ' ' ' . i 

"I ·..: I 

. t " . .4 ~ ....... 

• 
SPAN-licensed clearing organizations and exchanges determine for themselves the following SPAN parameters, in order 

to reflect the risk coverage desired in any particular market 

Price Scan Range: A set range of potential price changes 

» Volatility Scan Range: A set range of potential implied volatility changes 

» lntracommodity Spread Charge: An amount that accounts for risk (basis risk) of calendar spreads or different expirations 

of the same product, which are not perfectly correlated 

» Short Option Minimum: Minimum margin requirement for short option positions Spot Charge: A charge that covers the 

increased risk of positions in deliverable instruments near expiration 

>> lntercommodity Spread Credit: Margin credit for offsetting positions between correlated products 

SPAN combines financial instruments within the same underlying for analysis, and refers to t his grouping as the Combined 

Commodity group. For example, f utures, options on futures and options on equit ies on the same stock could all be 

grouped under a single Combined Commodity. 

To calculate a performance bond requirement, for each Combined Commodity in a portfolio, SPAN will: 

» Sum the Scan Risk charges, any lntracommodity Spread and Spot Charges 

» Apply the offsets for alllntercommod1ty Spread Credits within the portfolio 

» Compare the above sum with any existing Short Option Minimum requirement 

» Assess the greater of the two compared as the risk of the Combined Commodity 

The Total Margin Requ irement for a portfolio is the sum of the risk of all Combined Commodities less all credit for risk 

offsets between the different Combined Commodities. 

CME SPAN: The Standard Portfolio Analysis of Risk"' 
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Here's an example of a portfolio with CME Euro FX Futures and Options positions: 

» Euro FX Futures: 1 Long June04 

» Euro FX Options on Futures: 1 Short June/June04 Call 1.150 Strike 

)) Euro FX June Futures Settlement = 1.1960 

» Euro FX Futures Price Scan Range= $2400 = 192 points 

)) Euro FX Volatility Scan Range = 1% 

Contract Net 
CME EC Future 200406 

Q..IE EC 200406 Cal at 1.1 &I oo CME EC Future 200406 -1 

One Short 
One long June on June 04 
June 04 1.150Call 

# EuroFX Euro FX Option Portfolio Scenario Description 

$0 -$130 -$130 Price unchanged; Volatility up the Scan Range 

2 $0 $155 $155 Price unchanged; Volatility down the Scan Range 

3 $800 -$785 $15 Price up 1/3 the Price Scan Range; Volatility up the Scan Range 

4 $800 -$531 $269 Price up 1/3 the Price Scan Range; Volatility down the Scan Range 

5 - $800 $500 -$300 Price down 1/3 the Price Scan Range; Volatility up the Scan Range 

6 -$800 $815 $15 Price down 1/3 the Pnce Scan Range; Volatility down the Scan Range 

7 $1600 -$1463 $137 Price up 213 the Pnce Scan Range; Volatility up the Scan Range 

8 $1600 -s 1240 $360 Price up 213 the Price Scan Range: Volatility down the Scan Range 

9 - $1600 $1102 - $498 Price down 213 the Price Scan Range: Volatility up the Scan Range 

10 - $1600 $1446 -s 154 Price down 213 the Price Scan Range; Volatility down the Scan Range 

11 $2400 - $2160 $240 Price up 3/3 the Price Scan Range; Volatility up the Scan Range 

12 $2400 . $1967 $433 Price up 3/3 the Price Scan Range; Volatility down the Scan Range 

13 - $2400 $1674 - $726 Price down 3/3 the the Price Scan Range; Volatil ity up the Scan Range 

14 - $2400 $2043 -$357 Price down 3/3 the Price Scan Range: Volatility down the Scan Range 

15 $2304 -$2112 $192 Price up extreme (3 times the Price Scan Range) - Cover 32% of loss 

16 - $2304 $1466 - $838 Price down extreme (3 times the Price Scan Range)- Cover 32% of loss 

In the sample portfolio above, in scenario 8, the gain on one long June 04 EC futures position offsets the loss 

of one short EC June/June 04 1.150 call option position, incurring a gain of $360. 

In scenano 16, the portfolio would incur a loss of $838 over the next trading day, which is 32% of the resulting 

loss if the price of the underlying future decreases by three times the price scan range. 

After SPAN has scanned the different scenarios of underlying market price and volatility changes, it selects t he 

largest loss among these observations. This " largest reasonable loss" is the Scan Risk charge. In t his example, 

the largest loss across all 16 scenarios is a result of Scenario 16, a loss of $838. 

CME SPAN: The Standard Portfolio Analysis of Riskr" 
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About the SPAN software family: 

A number of common features are integrated into the SPAN software family. All SPAN software products: 

» Are Windows-based and have the familiar look and feel of today's most widely used desktop software products 

» Feature free access to daily SPAN arrays from a variety of exchanges and clearing organizations around the world 

» Feature extensive, detailed and well-documented reports on Portfolio and Risk parameters 

» Include an XML-based reporting module which provides for simple data import and export to Access or Excel 

» Are supported by the CME Clearing House's Risk Management experts via a dedicated SPAN hotline and email address 

» Run in batch or GUI interactive mode and can be automated with simple scripting language 

>> Support multiple currencies and the widest possible variety of instruments including stocks, bonds, OTC derivatives, 

cash, futures, and options 

PC-SPAN = Margin Calculation 

PC-SPAN is single-user desktop software that enables a user to enter positions manually or by using scripting language 

to automate the position entry process. With a click of the mouse, the SPAN requirement is known. As thousands of 

users can attest, PC-SPAN allows for an extremely quick, inexpensive and simple way t o calculate margin requ irements 

across multiple exchanges. 
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SPAN Risk Manager = Margin Calculation + Risk Analytics 

The new Span Risk Manager is a sing le-user, desktop software that integrates risk management features with the 

latest processing technology to deliver an extremely flexible, intuitive system for full portfolio risk management. 

Span Risk Manager's powerful features and intuitive design allow for true portfolio analytics through multi-variant 

stress testing and option exposures. 

Specifically, SPAN Risk Manager: 

>> Enables users to gauge the effeds, on a total portfolio or an individual option, of 

>> Changes in price 

» Implied volatility 

» Time to expiration 

» Dividend yields 

» Interest rates 

Calculates hypothetical P&L's, option prices, and Greeks 

>> Calculates implied, average call/put and series volatil ities 

» Allows for stress testing of multiple products 

» Allows user to define, compare, save and reload "What If" Scenarios for stress testing 

» Enables the user to shift volatility skews 

» Provides simultaneous analyses on several different trading instruments 

» Supports the following option pricing models: 

» Black-Scholes 
Wi§jjHCIMPjMIM@§f1f4t#"f 151§ 

» Merton 

» Adesi-Whaley 

» Cox-Ross-Rubenstein 
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SPAN Risk Manager Clearing= Margin Calculation + Risk Analytics + Real Time Capabilities + Risk Array 

Calculations + Production of SPAN Risk Parameter Files 

At the top of the SPAN software hierarchy is SPAN Risk Manager Clearing. This program employs all of the 

functionalities of PC-SPAN and SPAN Risk Manager plus several additional features which are applicable to 

entities such as exchanges, clearing organizations, and service bureaus. These powerful features include: 

" "What-If" Margining -Allows an organization to view and compare hypothetical margins under multi-variant 

"What If" scenarios 

» Real-Time Component Interface- Allows for real-time SPAN margining and pre or post execution credit controls 

>> Automated Produdion and Publication of SPAN Risk Array fi les- Takes the work out of creating a publishing a daily 

SPAN Risk Array file to the world 

>> Complex Implied Volatility Averaging 
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"What -if" margining 
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Option Analyzer 
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Minimum system requirements for SPAN software products: 

)) Windows 95, Windows 98, Windows NT version 4, Windows 2000, Windows ME, Windows XP 

» Version 5 of Microsoft's Internet Explorer web browser (' IES ') or higher 

>> 20MB (twenty megabytes) of disk space. As a practical matter, at least 50 megabytes of free space on a hard drive is 

required to install and use PC-SPAN version 4 and IE 5 

>> 64 megabytes of RAM (SPAN will run faster, however, with more RAM) 

Purchasing, licensing and further information on SPAN software products 

For more information on SPAN methodology and software, or to purchase PC-SPAN or SPAN Risk Manager, please go to : 

www.cme.com. Go to Clearing Services, and follow the links to SPAN. 

For information on licensing the SPAN methodology or SPAN Risk Manager Clearing software, please contact the CME 

SPAN Hotline of the CME Clearing House Risk Department at (312) 648-3888 or e-mail span@cme.com. 

CME SPAN: The Standard Portfolio Analysis of Risk'" 
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APPENDIX 1-F 

Requirements for Clearing Memberships and Clearing Membership Handbook 

 



 

1 
September 2013 

 

Summary of Requirements for 
CME, CBOT, NYMEX and COMEX Clearing Membership  

And OTC Derivatives Clearing Membership 
September 2013 

 
CME Clearing (“Clearing House”) is the clearing house division of Chicago Mercantile Exchange 
Inc. (“CME”) which is wholly owned by CME Group Inc. (“CME Group“).  CME Group is the 
ultimate parent of: (1) CME; (2) Board of Trade of the City of Chicago (“CBOT”); (3) New York 
Mercantile Exchange, Inc. (“NYMEX”); and (4) Commodity Exchange, Inc. (“COMEX”) (hereafter 
referred to as “Exchange(s)”). 
 
A firm may become a clearing member of one or more Exchanges and have privileges to clear 
exchange-traded futures and/or options on futures (“futures/options”) on that Exchange.  
Depending upon the clearing membership privileges held, these clearing members may be 
eligible to clear OTC derivatives products (i.e. cleared swaps and forwards) if additional 
requirements, including additional capital and risk management requirements, are met.  For 
example, CME clearing members are eligible to clear FX OTC products, Credit Default Swaps 
(“CDS”) and Interest Rate Swaps (“IRS”),  CBOT clearing members are eligible to clear ethanol 
and grain swaps, NYMEX clearing members are eligible to clear energy OTC products and 
COMEX clearing members are eligible to clear metal forwards.  A CBOT-only, NYMEX-only or 
COMEX-only clearing member is not eligible to clear CDS or IRS.   
 
A firm may also become an Over-The-Counter (“OTC”) Derivatives Clearing Member if it desires 
to only clear OTC derivative products and not clear any Exchange-traded futures/options 
activity.  For firms choosing this alternative, please see the Over-The-Counter Derivatives 
Clearing Membership Handbook.  It can be found on CME Group’s Website at:  
http://www.cmegroup.com/company/membership/files/CME-OTC-Clearing-Membership-Handbook.pdf  
 
Clearing members that will clear exchange-traded futures/options and/or OTC derivatives for 
customers must be registered with the United States Commodity Futures Trading Commission 
(“CFTC”) as a Futures Commission Merchant (“FCM”).  FCMs are subject to CFTC rules and 
regulated pertaining to regulatory capital, monthly financial reporting, required notifications and 
customer protection.  More detailed information concerning FCM registration can be found on the 
CFTC’s web site at www.cftc.gov.     
 
The general requirements of clearing membership are stated in Chapter 9 of each Exchange’s 
rulebook. The additional requirements for clearing OTC derivative products are stated in Chapter 
8F of CME’s Rulebook, for IRS are stated in Chapter 8G of CME’s Rulebook and for CDS are 
stated in Chapter 8H of CME’s Rulebook.  Also, the Clearing House may impose additional 
requirements upon the clearing member that may be specific to the products cleared by the 
clearing member.  Below is a summary of the major requirements.  For a more detailed account of 
clearing membership requirements, please review the Clearing Membership Handbook.  It can be 
found on CME Group’s web site at: 
http://www.cmegroup.com/company/membership/files/clearmemberhandbook.pdf  
 
Clearing membership in the Exchanges or for OTC derivatives is a privilege granted by the 
appropriate Clearing House Risk Committee and may be withdrawn at any time.   
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General Requirements 
 

1. A clearing member must be a corporation (including a C Corporation, Subchapter S 
Corporation or Limited Liability Company), partnership (including a Limited Partnership or 
General Partnership) or cooperative association. 

 
2. A clearing member shall be qualified to do business in the State of Illinois or the State of 

New York or have an agency agreement in place with an entity already qualified in the 
State of Illinois or the State of New York.  Such agency agreement must be in an Exchange 
approved format.  
 

3. A clearing member must have an authorized representative (i.e., officer, principal or 
partner), satisfactory to the Clearing House Risk Committee, to represent the clearing 
member before the Exchanges and their committees. 
 

4. A clearing member shall be engaged in or demonstrate immediate capacity to engage in 
the conduct of the business of a clearing member.   

 
5. A clearing member shall ensure that any and all necessary approvals have been received 

from regulatory authorities, including, but not limited to, the United States Federal Reserve 
and other foreign banking regulators, to allow the firm to conduct the business of a Clearing 
Member, if applicable. 
 

6. A clearing member shall demonstrate such fiscal and moral integrity as would justify the 
Clearing House’s assumption of the risks inherent in clearing its trades.   
 

7. A clearing member shall agree to abide by all Exchange rules upon which it has 
membership privileges and to cooperate in their enforcement.  
 

8. A clearing member shall agree to guarantee and assume complete responsibility for: (a) all 
trades executed or directed to be executed by floor brokers and traders qualified by it; and 
(b) all orders that floor brokers qualified by it negligently execute or fail to execute.  In 
addition, a clearing member shall agree to guarantee and assume responsibility for all 
trading activity routed through any electronic trading system, if applicable, to the Clearing 
House for clearing of such transactions and which are guaranteed to the Clearing House by 
the clearing member via any connection, terminal, link, telecommunications hub or 
handheld unit provided by a clearing member to a third party, as well as any applicable 
electronic trading systems and terminals that the clearing member provides to a third party, 
including an eligible customer, to enter orders. 
 

9. A clearing member shall comply with all credit control policies developed by the Exchange 
for customer and proprietary transactions.  Such credit control policies may include, but not 
be limited to, registration of credit control administrators with the Exchange, definition of 
credit control limits, and maintenance of written procedures verifying compliance with 
Exchange credit control requirements.  Any “GC2” credit control functionality required by 
the Exchange shall be in addition to a clearing member’s initial risk monitoring and credit 
control procedures.   
 

10. A clearing member must be in “good standing” under each applicable regulatory regime 
which it is subject to and must maintain this status while it is a clearing member.   
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Refer to Exchange Rule 901. (General Requirements and Obligations) 
 
 
Clearing Members in Non-U.S. Jurisdictions 
 
Clearing members that are incorporated/domiciled in non-U.S. jurisdictions must be subject to a 
legal and insolvency regime acceptable to the Clearing House.  Clearing members from non-
U.S. jurisdictions must use the Clearing House’s approved settlement banks for performance 
bond deposits and variation margin. 
 
 
Choice of Law 
 
The rules of the Exchange shall be governed by and construed in accordance with the laws of 
the State of Illinois in the United States.  Any action, claim, dispute or litigation of any kind 
between the clearing member and the Exchanges shall be adjudicated in a federal or state court 
in Chicago, Illinois.  Clearing members must consent to the jurisdiction of such court and to 
service of process by any means authorized by Illinois or U.S. federal law, and waive the right to 
transfer the venue of such litigation.  Refer to Rule 905.  In addition, the rule provides that 
clearing members irrevocably waive any grounds of sovereign immunity in any legal action with 
the Exchanges.    
 
 
Additional General Requirements for OTC 
 

1. The clearing member shall agree to guarantee and assume responsibility for all OTC 
derivatives trading activity executed via outside means and submitted for clearing to the 
Clearing House by any customer, broker or affiliate authorized by the clearing member.  
 

2. A clearing member that will clear IRS and CDS must have appropriate risk management 
capabilities, operational infrastructure and experience to support their CDS or IRS 
clearing activity, as prescribed by the Clearing House. 

 
Refer to CME Rule 8F04 (OTC Clearing Member Obligations and Qualifications), CME Rule 8G04 
(IRS Clearing Member Obligations and Qualifications) and CME Rule 8H04 (CDS Clearing 
Member Obligations and Qualifications) for additional information. 
 
 
Membership Requirements 
 
To become a CME clearing member, the firm must purchase and/or acquire by assignment 
seven CME memberships (i.e. 2 CME division, 2 IMM division, 2 IOM division and 1 GEM 
division).   One CME, IMM, IOM and the GEM must be owned by the clearing member or parent 
company or individual owner with an acceptable proprietary interest of at least $500,000 in the 
clearing member (i.e. “firm owned”).  The other CME, IMM and IOM memberships may be 
independently assigned.   
 



 

4 
September 2013 

 

To become a CBOT clearing member, the firm must purchase and/or acquire by assignment 
two Full/B-1 CBOT memberships, if the firm is registered with the CFTC as an FCM, or one 
Full/B-1 CBOT membership, if the firm is not registered as an FCM.  If the firm is required to 
have two Full CBOT memberships, one Full membership must be owned by the clearing 
member or a person, including a parent company, with an acceptable proprietary interest of at 
least $500,000 in the clearing member.  The other may be independently assigned.  If only one 
CBOT Full membership is required to be assigned for clearing membership, then that one 
membership must be owned by the clearing member or a person, including a parent company, 
with an acceptable proprietary interest of at least $500,000 in the clearing member.  
 
To become a NYMEX clearing member, the firm must purchase and/or acquire by assignment 
two NYMEX memberships.  One membership must be owned by the clearing member or parent 
company or individual owner with an acceptable interest of at least $500,000 in the clearing 
member.  The other membership may be independently assigned.   
 
To become a COMEX clearing member, the firm must purchase and/or acquire by assignment 
two COMEX memberships.  One membership must be owned by the clearing member or parent 
company or individual owner with an acceptable proprietary interest of at least $500,000 in the 
clearing member.  The other may be independently assigned.   
 
To become an OTC Derivatives clearing member, the firm must deposit a $5,000,000 
membership deposit with the Clearing House in lieu of purchasing and/or assigning Exchange 
memberships.  The membership deposit will not be required if the OTC Derivative Clearing 
Member is also a CME, CBOT, NYMEX or COMEX clearing member.   
 
Approved clearing member firms of CME, CBOT and/or NYMEX which also maintain CME 
Group Inc. shares in accordance with Exchange Rule 106.J. Equity Member Firm requirements 
are entitled to receive equity member rates on their proprietary trading. CME and CBOT clearing 
members who do not maintain CME Group Inc. shares are entitled to Rule 106.H. Trading 
Member Firm rates and NYMEX clearing member firms who do not maintain CME Group Inc. 
shares are entitled to Non-Member rates on their proprietary trading activity.  Approved COMEX 
clearing member receive equity member rates on their proprietary trading in accordance with 
Exchange Rule 106.J. Member Firms. 
 
Guaranty Fund Requirements 
 
All clearing members must deposit with the clearing house a guaranty fund deposit for their 
obligations to the Clearing House.   
 
The minimum guarantee fund deposit for a clearing member which will clear: 
 

• Exchange-traded futures and options is $500,000 or its proportionate share of the 
Aggregate Guaranty Fund Deposit; 

• Exchange-traded futures and options and OTC products (excluding CDS and IRS) is 
$2,500,000 or its proportionate share of the Aggregate Guaranty Fund Deposit; 

• CDS is the greater of $50,000,000 or the clearing member’s proportionate share of the 
two largest CDS Clearing Member’s losses as outlined in CME Rule 8H07; and 

• IRS is the greater of $50,000,000 or the clearing member’s proportionate share of the 
two largest IRS Clearing Member’s losses as outlined in CME Rule 8G07. 
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The minimum guaranty fund deposit of an OTC Clearing Member which clears IRS products 
and has an affiliated clearing member which also clears IRS products is $25,000,000 for each 
affiliated IRS clearing member.  In these instances, one affiliated IRS Clearing Member provides 
primary clearing services for customers as a FCM (with any proprietary business of such FCM 
only incidental to providing such clearing service for customers) and the other affiliated clearing 
member only provides IRS clearing services through its proprietary account for itself and/or its 
affiliates. 

 
The guaranty fund requirements of the Clearing House are stated in Exchange Rule 816 
(Guaranty Fund Deposit) for Exchange-traded futures and options and OTC derivatives 
(excluding IRS and CDS) in CME Rule 8F07 (Guaranty Fund Deposit); for IRS products in CME 
Rule 8G07 (IRS Financial Safeguards and Guaranty Fund Deposit); and for CDS products in 
CME Rule 8H07. (CDS Financial Safeguards and Guaranty Fund Deposit). 
   
Default management procedures for exchange-traded futures and options and OTC products, 
excluding IRS and CDS, may be found in Exchange Rule 802:  Protection of Clearing House. 
 
The Clearing House has established separate guaranty funds for IRS and CDS which are 
separate and distinct from the guaranty fund for each and all other products.  The IRS default 
management procedures may be found in CME Rule 8G.802 (Protection of Clearing House) at 
http://www.cmegroup.com/rulebook/CME/I/8G/802.html and CDS default management 
procedures may be found in CME Rule 8H.802 (Protection of Clearing House) at 
http://www.cmegroup.com/rulebook/CME/I/8H/802.html.  
  
Guaranty fund minimums may be increased from time to time, depending on the mix of OTC 
asset classes for which the Clearing House provides clearing services. 
 
The Clearing House Risk Committee, the IRS Risk Committee, CDS Risk Committee or the 
Clearing House may prescribe additional financial, including guaranty fund deposit, requirements 
or grant exemptions.   
 
Capital Requirements 
 
Capital requirements for clearing members which are not Banks are specific to its exchange 
membership privileges and, if applicable, any OTC products that it will clear.  For non-Bank 
clearing members, capital is defined as Adjusted Net Capital as computed in accordance with 
CFTC Regulation 1.17.  For Bank clearing members, capital is defined as Tier I Capital, as 
defined in accordance with regulations applicable to the bank clearing member.  The following 
are the applicable capital requirements:  
 
For a CME Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or, 
• $50,000,000 if a clearing member will clear any OTC derivative product, including, but not 

limited to, FX OTC, CDS or IRS; or, 
• 20% of aggregate performance bond requirement for all customer and house accounts 

containing CME-cleared CDS and IRS positions. 
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For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, FX 

OTC, CDS or IRS; or 
• 20% of aggregate performance bond requirement for all proprietary and affiliate accounts 

containing CME-cleared CDS and IRS positions. 
 
For a CBOT Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear exchange-traded futures/options or agricultural OTC derivative 
products; or, 

• $50,000,000 if it will clear any OTC derivative products excluding agricultural OTC 
derviatives. 

 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, 

agricultural OTC derivative products. 
 
For a NYMEX Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or,  
• $20,000,000 if it will clear exchange-traded futures/options and it will guarantee NYMEX 

Floor Members pursuant to the program referenced in NYMEX Rule 992; or, 
• $50,000,000 if it will clear any OTC derivative products, including, but not limited to energy 

OTC derivative products. 
 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to energy 

OTC derivative products. 
 

For a COMEX Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or, 
• $50,000,000 if it will clear any OTC derivative products, including, but not limited to metal 

OTC derivative products. 
 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, metal 

OTC derivative products. 
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For additional information on capital requirements, refer to Rule 970 for Exchange-traded 
futures/options, CME Rule 8F04 for OTC derivatives, CME Rule 8H04 for CDS and CME Rule 
8G04 for IRS. 
    
The Clearing House Risk Committee, the IRS Risk Committee, CDS Risk Committee or the 
Clearing House may prescribe additional capital requirements or grant exemptions.   
 
 
Hedge Funds  
 
Hedge funds approved for clearing membership are subject to various additional requirements 
which include, but are not limited to: 
  

• If a hedge fund is the CME, CBOT, NYMEX or COMEX Clearing Member, the hedge 
fund is subject to additional requirements, including (i) maintaining separate clearing 
accounts for each fund whose activity it will clear, (ii) additional reporting of risk 
exposures and liquidity resources from the funds, and (iii) maintaining assets under 
management of $1 billion.   

• If the investment manager of a hedge fund is the CME, CBOT, NYMEX or COMEX 
Clearing Member, its exchange minimum capital requirement for exchange-traded 
futures/options is $50,000,000 (instead of $5,000,000 per the above).   

 
 
Settlement and Performance Bond Banks 
 
All clearing members must maintain bank and securities safekeeping accounts at one or more 
Clearing House banks for purposes of posting cash and securities to meet mark-to-market 
variation, performance bond (i.e. margin) and guaranty fund requirements.      
 
Currently, the approved settlement, performance bond and guaranty fund banks are: 
 

• Bank of America, N.A. 
• Bank of China Ltd., NY Branch 
• BMO Harris, N.A. 
• Brown Brothers Harriman & Co. 
• Citibank, N.A. 
• Fifth Third Bank 
• Lakeside Bank 
• J.P. Morgan Chase Bank, NA 
• The Bank of New York Mellon	  

 
See also http://www.cmegroup.com/clearing/financial-and-collateral-management/settlement-banks.html 
for a complete listing. 
 
Periodic Financial Reporting Requirements  
 
Clearing members which are not Banks are subject to monthly financial statement reporting 
requirements.  Clearing members must submit to CME Group‘s Financial and Regulatory 
Surveillance (“FRS”) Department monthly CFTC Form 1-FRs or SEC FOCUS reports (if a U.S. 
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registered broker dealer) through the WinJammer system, a CME Group electronic financial 
statement filing system.  Such monthly reporting includes the submission of an unaudited monthly 
report as of the clearing member’s fiscal year-end.   
 
In addition, clearing members must submit an annual certified financial statement to CME 
Group's FRS Department within 90 days of its fiscal year-end (60 days if the clearing member is 
a US broker-dealer).   
 
Clearing members which are not Banks must comply with the requirements set forth in CFTC 
Regulations 1.10, 1.12, 1.17 and 1.18 unless an exemption is granted by the Clearing House.  
 
Clearing members which are Banks are required to file any and all financial reports which are 
filed with its primary banking regulator.  However, such financial reports must be filed on, at 
least, a quarterly basis, including as of the bank clearing member’s fiscal year-end if such 
reports are also required by its primary banking regulator, and are due five days after such 
statements are filed with its primary banking regulator.  These financial reports must 
demonstrate compliance with the Exchange minimum capital requirements. 
 
In addition, clearing members which are Banks must submit an annual certified financial 
statement to CME Group’s FRS Department.  The annual certified financial statement is due 
five days after such statements are filed with its primary banking regulator.   
 
All clearing members, including clearing members which are not registered as an FCM, shall 
make available to the CFTC, upon the CFTC’s request, copies of financial reports required to be 
submitted to the FRS Department.  The financial reporting requirements of clearing members 
are stated in Exchange Rule 970. 
 
Notification Requirements 
 
A clearing member must provide written notice to the FRS Department whenever the clearing 
member: 
 

• Fails to maintain minimum capital; 
• Fails to maintain early warning capital; 
• Fails to maintain current books and records; 
• Determines the existence of a material inadequacy as specified in CFTC Regulations; 
• Fails to comply with additional accounting, reporting, financial and/or operational 

requirements as prescribed by the Exchange or Clearing House;   
• Changes its fiscal year; or 
• Changes its public accountant. 

 
In addition, Exchange Rule 972 requires a clearing member to provide written notice to the FRS 
Department of any substantial reduction in its capital as compared to the most recently filed 
financial report. 
 
These requirements are in addition to any notifications required by CFTC regulations.   
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Clearing members are also subject to additional notification requirements which include, but are 
not limited to: 
 

1. Significant Business Transaction or Change in Operations.  All clearing members are 
required to provide notice to the applicable Exchange prior to any significant business 
transaction.  The purpose of such notification is to enable the Clearing House to better 
identify and monitor risks presented by significant business transactions.  The notification 
requirements are contained in Exchange Rule 901.H (General Requirements and 
Obligations). 
 
Such transactions may be subject to review and approval by the Clearing House Risk 
Committee or the Clearing House. 

 
2. Firm Contact Listings.  Maintaining up-to-date personnel contact information is critical in 

order to continue communications with our clearing members during normal, as well as 
crisis, situations.  Therefore, clearing members are required to immediately notify the 
applicable Exchange of all changes to its key personnel and update its personnel contact 
information via the CME portal when changes occur.  Further, on a semi-annual basis, firm 
personnel are required to review its personnel listing and signoff that all information is 
current and accurate.  Refer to Rule 983.B. 
 

3. Ownership Changes.  All clearing members must submit and maintain with the FRS 
Department a current list of every person or entity that is directly or indirectly through 
intermediaries, the beneficial owner of 5% or more of any class of equity security of the 
clearing member. 

 
 
Other Clearing Membership Requirements (General) 
 

1. Anti-Money Laundering and Economic Sanctions Compliance.  All clearing members are 
required to have a written compliance program approved by its senior management which 
is reasonably designed to achieve and monitor the clearing member’s compliance with all 
applicable requirements of the Bank Secrecy Act, the International Emergency Economic 
Powers Act, the Trading with the Enemy Act, Executive Orders and the regulations issued 
by the U.S. Department of Treasury.  Refer to Rule 981 (Anti-Money Laundering and 
Economic Sanctions Compliance).     

 
2. Risk Management.  All clearing members must have written risk management policies and 

procedures in place to ensure they are able to perform certain basic risk and operational 
functions at all times.   
 
A clearing member that will clear OTC products must have sufficient risk management and 
operational procedures in place for its OTC activity.  These risk management and 
operational procedures include procedures for settlement and default management. 
 
Refer to Rule 982 (Risk Management) and CME Rule 8F010 (Risk Management).     

 
3. Disaster Recovery and Business Continuity.  All clearing members must have written 

disaster recovery and business continuity policies and procedures in place to ensure they 
are able to perform certain basic operational functions in the event of a significant internal 
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or external interruption to their operations.  Refer to Exchange Rule 983 (Disaster 
Recovery and Business Continuity). 

 
4. Required Records and Reports.  The books and records of a clearing member shall be 

made promptly available for inspection upon request by the Exchange.  Refer to Rule 
980 (Required Records and Reports), CME Rule 8F0004.9 (OTC Clearing Member 
Obligations and Qualifications) and CME Rule 8H04.7 (CDS Clearing Member 
Obligations and Qualifications). 
 

5. Parent Guarantee.  Unless an exemption is granted, all clearing members conducting non 
customer and/or proprietary activity as defined by CFTC Regulation 1.3(y), must submit to 
the exchange a written guarantee, on a form provided by the Exchange as follows: 
 

A parent guarantee must be obtained from each person or entity owning 5% or 
more of the equity securities of the clearing member.  Clearing members which 
maintain capital of at least $300,000,000 are granted an exemption from the parent 
guarantee requirements by the Exchange due to their capital level. The parent 
guarantee is unlimited for house obligations and does not include assessments. 

 
6. Cross Guarantee.  Unless an exemption is granted, all clearing members must submit to 

the Exchange a written cross guarantee, on a form provided by the Exchange, from each 
clearing member where the clearing member shares ownership of 10% or more with any 
other clearing member.  By executing the cross guarantee, each clearing member 
guarantees the obligations of the other clearing member to the Clearing House.  This rule is 
applicable if any CME, CBOT, NYMEX, COMEX or OTC Derivatives Clearing Member has 
common ownership of 10% or more.  Refer to Rule 901.G (General Requirements and 
Obligations). 
 
Note:  If a cross guarantee affiliation exists, absent an exemption, only one entity may 
trade in a given OTC clearing class within the house origin (i.e., only one entity may clear 
IRS activity and only one entity may clear CDS activity).   
 

7. Examinations.  Each clearing member will be subject to on-site examinations and on-going 
oversight by the Clearing House Risk Committee.  Required documents must be 
submitted in a timely manner and in the requested format.         

 
 
Other Clearing Membership Requirements  
 

1. Customer Activity:  If the clearing member will clear Exchange-traded futures/options, 
foreign futures/options for U.S. customers or OTC derivative products for customer 
accounts, it must be properly registered or authorized for such activity by its primary 
regulator and it must be registered as an FCM with the CFTC and NFA.  FCMs are 
subject to CFTC rules and regulations including rules and regulations pertaining to 
regulatory capital, financial reporting and customer protection.   
 
Exchange-traded futures/options for the account of a customer will be held in a 
Customer Segregated Account.  Foreign futures and/or foreign options traded by U.S. 
customers must be held in a Customer Secured 30.7 Account.  OTC derivatives 
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submitted to clearing for the account of a customer will be assigned and held in a 
Customer Cleared Swap Account unless the CFTC has issued an order permitting 
particular OTC derivatives products to be included in customer segregated accounts.  
Refer to CME Rule 8F03 (Classification of Positions) and CME Rule 8H03 (Classification 
of Positions).   

 
Clearing Members are required to: 
 

• Maintain sufficient funds in segregated, secured and cleared swap accounts; 
• Compute, record and report daily Segregation, Secured and Cleared Swap 

Amounts Statements; 
• Compute, record and report bi-monthly, investments of segregated, secured 30.7 

and cleared swap customer funds; 
• Obtain satisfactory segregation, secured and cleared swap acknowledgement 

letters;  
• Allow and provide for access to account information, in a form and manner 

prescribed by FRS Department, for each FCM clearing member’s customer 
segregated, secured 30.7 and cleared swap customer account; 

• Provide immediate written notice to CME Group’s FRS Department of a failure to 
maintain sufficient funds in segregation, secured or cleared swap accounts; 

• Provide notice of pre-approval by CEO, CFO or authorized representative of 
disbursement not made for the benefit of customers from segregated, secured 
30.7 or cleared swap customer account which exceeds 25% of the previous 
day’s excess funds in the respective origin.   

 
Refer to CFTC Regulations 1.20 through 1.32 regarding customer segregated protection 
requirements, CFTC Regulation 30.1 through 30.12 regarding customer secured 
protection requirements, CFTC Regulation Part 22 regarding cleared swap protection 
requirements and CME Rules 8F120 through 8F132 regarding cleared OTC derivatives 
customer protection requirements.  
 

2. All clearing members must ensure that its customers meet any eligibility requirements 
established for trading certain OTC derivatives products.   
 
All OTC derivative transactions must be identified with an account number which 
identifies the originator of the transaction and indicate whether the transaction was 
executed as a proprietary or customer transaction.  In addition, a clearing member must 
register all “ultimate” or end customers.  Refer to CME Rule 8F09. (Customer 
Registration)   

 
 
 
Disclaimer 
 
This summary is designed to provide a brief overview of the requirements for CME, CBOT, 
NYMEX and COMEX Clearing Membership and OTC Derivatives Clearing Membership.  The 
information contained in this summary has been compiled by CME Group for general purposes 
only.  All matters pertaining to rules and specifications herein are made subject to and are 
superseded by official Exchange rules.  Current rules should always be consulted. 



 
 

 
 

 
 
 
 
 
 
 
 
 

 
 
 

Clearing Membership   
 

Handbook 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.cmegroup.com


      September 2013  

Table of Contents 
 
 
1. Introduction 
 
2. General Requirements 
 
3. Membership and Share Requirements 
 
4. Capital and Financial Requirements 
 
5. Cleared OTC Derivatives  
 
6. Financial Reporting, Notification and Other Requirements  
 
7. Parent Guarantees 
 
8. Cross-Guarantee, Guarantee of Obligations and Guaranty Fund Guarantee 
 
9. Letters of Credit 
 
10. Clearing Fees, GPS™, BPS™ and CME® Globex® and Trading Floor  
            Customer Service 
 
11. Contact Listing and Resource Guide 
 
 
 
 
 
 
Exhibits 
 
A. Agency Agreement 
 
B. Clearing Member-Membership Assignment Agreement and Clearing Member-Class A 

Shares Assignment Agreement 
 
C. Indemnification Acknowledging Ownership or Assignment of Membership 
 
D. Settlement and Customer Account Listing and Debit Authorization Form  
 
E. Parent Guarantee Agreement - Full Guarantee 
 
F. Parent Guarantee Agreement - Partial Guarantee 
 
G. Certificate With Respect to Corporate Resolution 
 
H. Cross-Guarantee Agreement 
 



      September 2013  

 
Table of Contents 

 
 

 
I.  Guarantee of Obligations to CME 
 
J. Guaranty Fund Deposit Guarantee of Obligations  
 
K. Fee Policy Bulletin #09-01:  Clearing and Globex Fees for Member Firm Accounts 
 
L. Clearing Member Firm Trading Attestation – CME Clearing Member Firm Sample 
 
M. Authorization Agreement for Pre-Authorized Payments  
 
N. GPS™ Clearing Member Agreement and Participation Form   
 
O. Online System Access Request Form and CME Firm MQM Definition Request Form 
 
P.       BPS™ System Clearing Member Participation Form   
 
Q.        BPS™ System Floor Broker Agreement (CME and CBOT Brokers)   
 
R.  BPS™ System Floor Broker Agreement (NYMEX and COMEX Brokers)   Form 
 
S.        Designated Spokesperson Forms  
 
T. Tax Forms:  W-9 and W-8BEN 
             



      September 2013  

 
 

Summary 
 
 
This handbook is designed to familiarize firms with the requirements for clearing membership 
and to assist them in becoming clearing members.   
 
The use of the term “clearing member” in the handbook includes all clearing members of CME, 
CBOT, NYMEX and COMEX.  Thus, unless specifically stated otherwise, wherein a rule and/or 
requirement states clearing member, such rule and/or requirement applies to clearing members 
of all four exchanges.   
 
The handbook supplements and clarifies the rules for clearing members as adopted in CME, 
CBOT and NYMEX Rulebooks.  This handbook is compiled for the convenience of the user and 
is furnished without responsibility for any errors or omissions contained therein.  In the event of 
a conflict between this Handbook and the applicable Exchange’s rules, the Exchange’s rules 
shall control. 
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CME Clearing (“Clearing House”) is the clearing house division of Chicago Mercantile Exchange 
Inc. (“CME”), a Delaware corporation, which is wholly owned by CME Group Inc. (“CME Group”), a 
publicly traded Delaware corporation.  CME Group was formed by the merger of Chicago 
Mercantile Exchange Holdings Inc. and CBOT Holdings, Inc. in 2007, and subsequently merged 
with NYMEX Holdings, Inc. in 2008.  CME Group is the ultimate parent of: (1) CME; (2) Board of 
Trade of the City of Chicago, Inc. (“CBOT”); (3) New York Mercantile Exchange, Inc. (“NYMEX”); 
and (4) Commodity Exchange, Inc. (“COMEX”).   
 
Exchange-traded futures and options are listed by CME Group Designated Contract Markets 
(“DCM”) and cleared by the Clearing House, CME Group’s Derivatives Clearing Organization 
(“DCO”).  In addition, CME Group’s DCO provides clearing services for over-the-counter (“OTC”) 
derivatives.   While this manual generally applies to clearing members which will clear exchange-
traded futures and options, a summary of the requirements for clearing members which will also 
clear OTC derivative products is located in Chapter 5.  In addition, if a clearing member will only 
clear OTC derivatives, it should consider an OTC Derivatives Clearing Membership.  More detailed 
information may be found in the OTC Derivatives Clearing Membership Handbook and Summary 
of Membership Requirements.  Both are located on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/membership-resources.html.        
 
Clearing membership in CME, CBOT, NYMEX and/or COMEX (hereafter referred to individually as 
“Exchange” and collectively as “Exchanges”) is a privilege granted by the Clearing House Risk 
Committee of CME. Clearing members assume full financial and performance responsibility for all 
transactions executed through them and cleared by the Clearing House.  They are responsible and 
accountable for every position they carry, whether it is for the account of a member, non-member 
customer or their own account.  
 
A clearing member is an elected member in the Clearing House. The Clearing House is a division 
of CME through which all trades are confirmed, matched and settled on a daily basis until either 
offset or delivered and through which all financial settlement is made.  In every matched 
transaction executed through the Clearing House’s facilities, the Clearing House is substituted as 
the buyer to the seller and the seller to the buyer, with a clearing member assuming the opposite 
side of each transaction. 
 
The Clearing House conducts business only with its clearing members, not with their customers or 
individual members of the Exchanges.  As the contra-side to every position, the Clearing House is 
held accountable to clearing members for performance on all open positions.  The Clearing House, 
by monitoring and overseeing its clearing members, guarantees performance on each contract to 
protect both buyers and sellers from financial loss.   
 
Each of the Exchanges offers separate and distinct clearing membership options as follows:  
 
CME 

• Clearing Member 
• Clearing Member - Hedge Fund 
• Clearing Member - Bank 
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CBOT 

• Clearing FCM 
• Clearing Corporate Member – May not be an FCM or Hedge Fund 
• Clearing Member - Hedge Fund 
• Clearing Member - Bank 

 
NYMEX 

• Clearing Member 
• Clearing Member - Hedge Fund 
• Clearing Member - Bank 

 
COMEX 

• Clearing Member 
• Clearing Member - Hedge Fund 
• Clearing Member - Bank 

 
Clearing members are not required to clear or carry positions directly with the Clearing House.  A 
firm may be approved as a clearing member and not actively clear its positions with the Clearing 
House.  These clearing members who do not actively clear have all the rights and responsibilities 
as all other (active) clearing members; however, they do not clear or carry positions directly with 
the Clearing House or qualify traders on the Exchanges’ trading floors.  
 
 
Clearing Membership Application Process  
 
Clearing member applicants who wish to clear their Exchange trading activity with the Clearing 
House must complete the following:  
 
 
Non-Bank Applicants: 
 
Application for Clearing Membership – Corporate Information which can be found on CME 
Group’s Web site at:  
http://www.cmegroup.com/company/membership/files/CMCorpMemberInfo.pdf. 
 
In addition, each Exchange maintains a separate Agreement for Clearing Membership which 
must also be completed as follows: 
 
CME: Application for Clearing Membership – Agreement for CME Clearing Membership which 
can be found on CME Group’s Web site at:  
http://www.cmegroup.com/company/membership/files/CMECMAgreementWriteable.pdf. 
 
CBOT: Application for Clearing Membership – Agreement for CBOT Clearing Membership 
which can be found on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/files/CBOTCMAgreementWriteable.pdf. 
 
 

http://www.cmegroup.com/company/membership/files/CMCorpMemberInfo.pdf
http://www.cmegroup.com/company/membership/files/CMECMAgreementWriteable.pdf
http://www.cmegroup.com/company/membership/files/CBOTCMAgreementWriteable.pdf
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NYMEX: Application for Clearing Membership – Agreement for NYMEX Clearing Membership 
which can be found on CME Group’s Web site at:  
http://www.cmegroup.com/company/membership/files/NYMEXCMAgreementWriteable.pdf. 
 
COMEX: Application for Clearing Membership – Agreement for COMEX Clearing Membership 
which can be found on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/files/COMEXCMAgreementWriteable.pdf.  
 
 
Hedge Fund Applicants:  
 
All hedge fund clearing member applicants must complete the Application for Clearing 
Membership – Hedge Fund Information.  This can be found on CME’s Web site at: 
http://www.cmegroup.com/company/membership/files/CMCorpMemberInfoHedgeFund.pdf  
 
In addition, each Exchange maintains a separate Hedge Fund Agreement for Clearing 
Membership which must also be completed as follows: 
 
CME: Application for Clearing Membership, Agreement for CME Hedge Fund Clearing 
Membership can be found on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/files/CMECMAgreementHedgeFund.pdf 
 
CBOT:  Application for Clearing Membership, Agreement for CBOT Hedge Fund Clearing 
Membership can be found on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/files/CBOTCMAgreementHedgeFund.pdf 
 
NYMEX:  Application for Clearing Membership, Agreement for NYMEX Hedge Fund Clearing 
Membership can be found on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/files/NYMEXCMAgreementHedgeFund.pdf 
 
COMEX:  Application for Clearing Membership, Agreement for COMEX Hedge Fund Clearing 
Membership can be found on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/files/COMEXCMAgreementHedgeFund.pdf 
 
The application must be submitted with the organizational chart, constitutional documents, 
prospectus, offering documents, investment management agreements, investment advisor 
agreements, partnership or limited liability company operating agreements, and any other 
relevant agreements for each fund requesting approval under CBOT Rule 106.S. or CME Rule 
106.S. in addition to the clearing member.  Hedge fund applicants which are structured as 
“master-feeders” are required to submit all required documentation for the master fund as well 
as all feeder funds (U.S. and non-U.S.) with the application. 
 
 
Bank Applicants:  
 
All bank clearing member applicants must complete the Application for Clearing Membership – 
Bank Corporate Information which can be found on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/files/CMCorpMemberInfoBank.pdf 
 
 

http://www.cmegroup.com/company/membership/files/NYMEXCMAgreementWriteable.pdf
http://www.cmegroup.com/company/membership/files/COMEXCMAgreementWriteable.pdf
http://www.cmegroup.com/company/membership/files/CMCorpMemberInfoHedgeFund.pdf
http://www.cmegroup.com/company/membership/files/CMECMAgreementHedgeFund.pdf
http://www.cmegroup.com/company/membership/files/CBOTCMAgreementHedgeFund.pdf
http://www.cmegroup.com/company/membership/files/NYMEXCMAgreementHedgeFund.pdf
http://www.cmegroup.com/company/membership/files/COMEXCMAgreementHedgeFund.pdf
http://www.cmegroup.com/company/membership/files/CMCorpMemberInfoBank.pdf
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In addition, each Exchange maintains a separate Clearing Membership Bank Agreement for 
Membership as follows: 
 
CME:  Application for Clearing Membership, Agreement for CME Clearing Membership - Banks 
which can be found on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/files/CMECMAgreementBank.pdf 
 
CBOT:  Application for Clearing Membership, Agreement for CBOT Clearing Membership – 
Banks which can be found on CME Group’s web site at: 
http://www.cmegroup.com/company/membership/files/CBOTCMAgreementBank.pdf 
 
NYMEX:  Application for Clearing Membership, Agreement for NYMEX Clearing Membership – 
Banks which can be found on CME Group’s web site at: 
http://www.cmegroup.com/company/membership/files/NYMEXCMAgreementBank.pdf 
 
COMEX:  Application for Clearing Membership, Agreement for COMEX Clearing Membership – 
Banks which can be found on CME Group’s web site at: 
http://www.cmegroup.com/company/membership/files/COMEXCMAgreementBank.pdf  
 
 
Exchanges’ Rule 911 (Screening Procedures) requires the Exchange membership community 
be notified (i.e. the “20-day posting period”) of all applicants for clearing membership for a 20-
day period.  Clearing membership applicants are posted to the membership on the Monday 
following receipt of a completed clearing membership application.    During this 20-day period, 
an investigation of the applicant’s qualifications for membership is conducted.   
 
Once all requirements of membership have been met, or exemptions granted, the clearing 
applicant is presented to the Clearing House Risk Committee for approval.  If approved and all 
applicable requirements have been met, the approval of the clearing member may become 
effective.    
 
To be effective as a clearing member, all conditions and requirements of membership must be 
satisfied and the 20-day posting period must have expired.    
 
 
OTC Derivatives Clearing Membership 
 
OTC Derivative Clearing Members are eligible to clear OTC derivative products only and must 
meet all requirements for the clearing of a particular OTC derivative contract (i.e. operational, 
capital and risk management requirements).  An OTC Derivatives Clearing Member is a member 
of the Clearing House and it is afforded full rights and privileges to clear for its own account, and 
on behalf of customers if it is properly registered as an FCM, transactions in OTC derivative 
products. OTC Derivatives Clearing Members are not entitled to clear products other than OTC 
derivative products.  
 
For additional information on OTC Derivatives Clearing Membership, please refer to Chapter 5 
of this Handbook and to the Over-The-Counter Derivative Clearing Membership Handbook. This 
can be found on CME Group’s Website at:   
http://www.cmegroup.com/company/membership/files/CME-OTC-Clearing-Membership-Handbook.pdf  

http://www.cmegroup.com/company/membership/files/CMECMAgreementBank.pdf
http://www.cmegroup.com/company/membership/files/CBOTCMAgreementBank.pdf
http://www.cmegroup.com/company/membership/files/NYMEXCMAgreementBank.pdf
http://www.cmegroup.com/company/membership/files/COMEXCMAgreementBank.pdf
http://www.cmegroup.com/company/membership/files/CME-OTC-Clearing-Membership-Handbook.pdf
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Exchanges’ Rule 901. (General Requirements and Obligations) states the requirements which 
must be satisfied to become a clearing member of the Exchange.  Significant clearing 
membership requirements are outlined in other sections of this handbook.   The general 
requirements for clearing membership are outlined below. 
 

1. A clearing member must be a corporation (including a C Corporation, Subchapter S 
Corporation or Limited Liability Company), partnership (including a Limited Partnership or 
General Partnership) or cooperative association.  The articles of incorporation, operating 
agreement, or partnership agreement (and all sub-agreements) shall be submitted with a 
clearing applicant’s application.   
 

2. A clearing member shall agree to (a) abide by all Exchange Rules and to cooperate in 
their enforcement; (b) be responsible even after it has withdrawn as a clearing member, 
for any violations of Exchange Rules committed by it while it was a clearing member; and 
(c) continue to meet all requirements applicable to clearing members, including all financial 
requirements. 

 
3. A clearing member shall have an authorized representative satisfactory to the Clearing 

House Risk Committee who shall represent the clearing member before the Exchanges 
and its committees.   
 

4. A clearing member shall be qualified to do business in the State of Illinois or the State of 
New York or have an agency agreement in place with an entity already qualified in the 
State of Illinois or the State of New York.  Such agency agreement must be in an 
Exchange approved format.  Refer to Exhibit A. 

 
 This requirement provides a place for service of process and other communications in 

connection with the business of the clearing member. 
 

5. A clearing member shall be engaged in or demonstrate immediate capacity to engage in 
the conduct of the business of a clearing member.  A clearing member applicant is 
responsible to ensure that any and all necessary approvals have been received from 
regulatory authorities, including, but not limited to, the Federal Reserve, to allow the firm to 
conduct the business of a clearing member. 

 
6. A clearing member shall demonstrate such fiscal and moral integrity as would justify the 

Clearing House’s assumption of the risks inherent in clearing its trades.   
 

7. A clearing member shall guarantee and assume complete financial responsibility for all 
trading activity routed through a Globex portal, or routed through any other electronic 
trading system to CME via any connection, terminal, link, telecommunications hub or 
handheld unit as well as any other applicable electronic trading systems and terminals that 
the clearing member provides to a third party to enter orders. 

 
8. It shall be responsible for the acts of Globex terminal operators accessing the Globex 

system through its connections, including direct connections.    
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9. A clearing member shall agree to guarantee and assume complete responsibility for 

trades executed on Marketplaces for which the Exchange provides clearing services.   
 

10. A clearing member shall comply with all credit control policies developed by the Exchange 
for customer and proprietary transactions.  Such credit control policies may include, but 
not be limited to, registration of credit control administrators with the Exchange, definition 
of credit control limits, and maintenance of written procedures verifying compliance with 
Exchange credit control requirements.  Any “GC2” credit control functionality required by 
the Exchange shall be in addition to a clearing member’s initial risk monitoring and credit 
control procedures.  Refer to Rule 949 (Credit Controls). 

 
Exchanges’ Rule 905. (Choice of Law) states the Rules of the Exchanges shall be governed by 
and construed in accordance with the laws of the State of Illinois.  Any action, claim, dispute or 
litigation of any kind between the Clearing Member and the Exchanges shall be adjudicated in a 
federal or state court in Chicago, Illinois.  Clearing Members consent to the jurisdiction of such 
court and to service of process by any means authorized by Illinois or U.S. federal law, and 
waive the right to transfer the venue of such litigation.  In addition, the rule provides that 
clearing members irrevocably waive any grounds of sovereign immunity in any legal action with 
the Exchanges.    
 
Clearing membership in the Exchanges’ Clearing House is granted by the Clearing House Risk 
Committee and may be withdrawn for cause at any time. 
 
 
Clearing Members in Non-U.S. Jurisdictions 
 
Clearing members that are incorporated/domiciled in non-U.S. jurisdictions must be subject to a 
legal and insolvency regime acceptable to the Clearing House.  Clearing members from non-U.S. 
jurisdictions must use approved Clearing House’s  settlement banks for performance bond 
deposits and variation margin.  (See http://www.cmegroup.com/clearing/financial-and-collateral-
management/settlement-banks.html for a complete listing.) 
 
 
Hedge Fund Clearing Members 
  
Clearing Members which are hedge funds are subject to additional clearing membership 
requirements including: 
 

• Establishing separate clearing accounts for each fund whose activity is being cleared by 
the Hedge Fund Clearing Member.     

• Minimum assets under management of $1 Billion for the investment manager.     
• Additional reporting of risk exposures and liquidity resources of the Hedge Fund 

Clearing Member and all affiliated funds for which it clears.     
 

http://www.cmegroup.com/clearing/financial-and-collateral-management/settlement-banks.html
http://www.cmegroup.com/clearing/financial-and-collateral-management/settlement-banks.html
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In addition, if the Hedge Fund Clearing Member will clear activity for related funds, it must be 
registered as an FCM unless the related funds qualify as noncustomer or proprietary accounts 
as defined in CFTC Regulation 1.3(y). 
 
 
Clearing Members who are Facilities Managed 
 
A clearing member may determine that it is not cost-effective to establish a back office operation.  
Clearing members may enter into "facilities management" agreements with other clearing 
members to reduce their costs associated with doing business on the Exchanges.  Under such an 
agreement, the clearing member clears its trades with the Clearing House; however, another 
clearing member (facilitator) performs trade processing and/or manages the bookkeeping (service 
bureau) functions.   
 
Typically, facilities management agreements are entered into between two clearing members for 
the purpose of doing some or all of the clearing member’s back office/clearing operations.  For 
example, if a clearing member’s trade processing is conducted through another firm's back office, 
the clearing member defrays the cost of setting up a back office and hiring personnel to perform 
trade processing.  The terms of the arrangement are private.  However, the Exchange will always 
look to the clearing member clearing the trades (i.e., not the firm processing the trades) in the 
event there is a late submission or other problems associated with the clearing member’s trade 
processing.  A clearing member may not contract out its responsibility to guarantee its trades or 
follow correct processing procedures. 
 
If a clearing member enters into a facilities management agreement, it must always have a senior 
officer, director, or partner of the clearing member available to represent the clearing member 
before the Exchanges and their committees. 
 
 
Clearing Members and Give Up System Agreements 
 
Likewise, a clearing member may determine that it is not cost-effective to establish its own floor 
presence.  The Give-Up Payment System (GPS) may be used by a clearing member that does 
not want to establish a floor operation.  Essentially, one clearing member agrees to be responsible 
for the execution of another clearing member’s trades on the floor and the resulting positions are 
then entered into GPS for transfer, acceptance, and clearing by the clearing member. 
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Demutualization, Reorganization, Mergers and Acquisitions  
 
On November 13, 2000, CME became the first U.S. financial exchange to demutualize by 
converting its memberships into Class A shares representing equity rights and Class B shares 
representing equity rights and trading privileges in Chicago Mercantile Exchange Inc.   
 
On December 3, 2001, Chicago Mercantile Exchange Inc. became a wholly owned subsidiary of 
Chicago Mercantile Exchange Holdings Inc. (“CME Holdings”) and the Class A and Class B 
shares of CME were converted to Class A and Class B shares of CME Holdings and CME 
division, IMM division, IOM division and GEM division memberships in CME.  Memberships 
represent the trading privileges for products traded on CME.     
 
On July 12, 2007, Chicago Mercantile Exchange Holdings Inc. and CBOT Holdings, Inc. 
officially merged to form CME Group Inc. (“CME Group”), the world’s largest and most diverse 
exchange.  As a result, CME Group became parent to Chicago Mercantile Exchange Inc. and 
Board of Trade of the City of Chicago, Inc. Class A and B shares in CME Holdings became 
Class A and B shares in CME Group.  Class B memberships in CBOT are divided into Series B-
1 (Full) membership, Series B-2 (Associate) membership, Series B-3 (GIM) membership, 
Series B-4 (IDEM) membership and Series B-5 (COM) membership.   
 
On August 22, 2008, CME Group acquired NYMEX Holdings, Inc. which is parent to New York 
Mercantile Exchange, Inc. New York Mercantile Exchange, Inc. in turn owns Commodity 
Exchange, Inc. 
 
The Class A shares in CME Group represent equity and voting rights.  The Class B shares 
represent equity and voting rights and, in addition, certain voting rights concerning “Core 
Rights” and the election of Directors as detailed in regulatory filings with the Securities and 
Exchange Commission (“SEC”).  Coupled with each Class B share is a CME, IMM, IOM or GEM 
division membership representing trading rights for products in a division of CME.  Class B 
shares are not coupled with memberships on CBOT, NYMEX or COMEX.       
 
Class B shares in CME Group cannot be sold or transferred separately from the sale of the 
associated membership in CME.  Further, no membership in CME may be sold unless the 
purchaser also acquires the associated Class B share.  References to any CME, IMM, IOM or 
GEM “membership(s)” in this Handbook includes the associated Class B share.   
 
While the owner of a membership need not be a clearing, corporate or individual member, in 
order to obtain member benefits, the holder of the membership must satisfy the membership 
and eligibility requirements and become an approved clearing, corporate or individual member. 
 
An auction market is maintained by the Shareholder Relations and Membership Services 
Department for memberships.  Current bid, offer and last sale price information of memberships 
is posted on CME Group’s Web site at:   
http://www.cmegroup.com/company/membership/membership-pricing.html.  
 
 

http://www.cmegroup.com/company/membership/membership-pricing.html
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Historical pricing of memberships is posted on CME Group’s Web site at: 
http://www.cmegroup.com/company/membership/historical-pricing/cme-historical-membership-pricing.html.  
 
Class A shares in CME Group are publicly traded on the NASDAQ (Symbol: CME).  Recent 
company announcements by CME Group are available on CME Group’s Web site at 
www.cmegroup.com.  Securities and Exchange Commission filings, including CME Group’s 
prospectuses, are available at www.cmegroup.com, www.freeedgar.com and www.gov.sec.  
     
 
Assignment Requirements 
 
Pursuant to Rule 902 (Clearing Membership Assignment Requirements), all assigned 
memberships, including firm owned and independent assignments, are pledged to the Clearing 
House as security for a clearing member’s obligations.  Assigned memberships may be sold by 
the Clearing House in the event of insolvency of a clearing member. The proceeds of such sale 
will be used to fulfill the obligations of the clearing member. 
 
CME Rule 902.A. (Assignment Requirement) requires all clearing members to have at least two 
CME memberships, at least two IMM memberships, at least two IOM memberships and at least 
one GEM membership assigned to the clearing member.   
 
A higher division membership may be substituted for a lower division membership to satisfy the 
assignment requirements.  That is, one CME membership may be substituted for any other 
membership; an IMM membership may be substituted for an IOM membership or a GEM 
membership; and an IOM membership may be substituted for a GEM membership.   
       
At least one CME, one IMM, one IOM and one GEM membership required for clearing 
membership privileges must be owned by the clearing member or a person, including parent 
company, with an acceptable proprietary interest in the clearing member.  An acceptable 
proprietary interest is defined as at least a $500,000 interest in the clearing member and includes 
the person’s interest in the ownership equity of the clearing member plus the person’s 
subordinated debt to the clearing member. Voting rights are not considered when determining an 
owner’s proprietary interest.  If the memberships to be assigned are jointly owned, all owners 
must have an acceptable proprietary interest in the clearing member.  The remaining 
memberships necessary for clearing membership may be independently assigned.   
 
A CBOT Clearing FCM must have at least two Full memberships assigned to the Clearing House 
while all other CBOT Clearing Corporate Members must have at least one Full membership 
assigned to the Clearing House. Pursuant to CBOT Rule 902, at least one Full membership 
required for clearing membership pursuant to this Rule must be owned by the clearing member 
or a person, including a parent company, with an acceptable proprietary interest in such 
clearing member.  An acceptable proprietary interest is defined as at least a $500,000 interest in 
the clearing member and includes the person’s interest in the ownership equity of the clearing 
member plus the person’s subordinated debt to the clearing member. Voting rights are not 
considered when determining an owner’s proprietary interest.  If the membership or shares to be 
assigned are jointly owned, all owners must have an acceptable proprietary interest in the clearing 

http://www.cmegroup.com/company/membership/historical-pricing/cme-historical-membership-pricing.html
http://www.freeedgar.com/
http://www.gov.sec/
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member.  If two Full memberships are required for clearing membership, one of those 
memberships may be independently assigned.  
 
NYMEX clearing members must have two NYMEX memberships assigned to the Clearing House. 
 NYMEX Rule 902 requires 50% of assigned memberships required for NYMEX clearing 
membership must be owned by the clearing member or by a person, including parent company, 
with an acceptable proprietary interest in the clearing member. The remaining membership may 
be independently assigned by any person. An acceptable proprietary interest is defined as at least 
a $500,000 interest in the clearing member and includes the person’s interest in the ownership 
equity of the clearing member plus the person’s subordinated debt to the clearing member. Voting 
rights are not considered when determining an owner’s proprietary interest.  If the memberships to 
be assigned are jointly owned, all owners must have an acceptable proprietary interest in the 
clearing member.  The remaining membership necessary for clearing membership may be 
independently assigned.    
 
COMEX clearing members must have two COMEX memberships assigned to the Clearing 
House.   50% of assigned memberships required for COMEX clearing membership must be 
owned by the clearing member or by a person, including parent company, with an acceptable 
proprietary interest in the clearing member.  The remaining membership may be independently 
assigned by any person. An acceptable proprietary interest is defined as at least a $500,000 
interest in the clearing member and includes the person’s interest in the ownership equity of the 
clearing member plus the person’s subordinated debt to the clearing member. Voting rights are 
not considered when determining an owner’s proprietary interest.  If the membership to be 
assigned is jointly owned, all owners must have an acceptable proprietary interest in the clearing 
member. The remaining membership necessary for clearing membership may be independently 
assigned.   
 
Assignment of Memberships 
 
Memberships may only, at any time, be assigned to a single clearing member.  Owners and 
members may assign memberships to an applicant for clearing membership.  At the time of and 
during assignment, the memberships must be unencumbered and may not be subject to any 
Exchanges’ Rule 110 (Claims Against Membership, Application of Proceeds) claims. An 
Authorization to Sell or to Transfer or Sell - Rule 106.A.-B. Security Transaction cannot be on file 
for a membership which is assigned for clearing membership privileges.   
 
A member on an assigned membership need not be qualified by the clearing member for whom 
the membership is assigned.  Such member on an assigned membership may be qualified by any 
clearing member except a clearing member that is not actively clearing.  To qualify traders, a 
clearing member must have established systems in place for trade submission, risk management, 
clearing and settlement/banking with the Clearing House. A qualifying clearing member should 
know if a member it qualifies for trading privileges has assigned their membership to another 
clearing member.  Likewise, a clearing member should know who the qualifying clearing member 
is for members on memberships assigned for its clearing membership privileges.   
 
Assigned memberships may be transferred in accordance with Exchanges’ Rule 106.C. (Family 
Transfers) and Exchanges’ Rule 106.F. (Clearing Member).  Note:  For an Exchange Rule 106.F. 
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transfer of an individually owned membership, the owner transferring the membership must have 
an acceptable proprietary interest of $500,000 or more in the clearing member.  The $500,000 
proprietary interest requirement does not apply to firm owned memberships.  
 
Assigned memberships may not be leased out under Exchanges’ Rule 106.D. (Futures Industry 
Transfers).  However, excess memberships owned by the clearing member which are not 
assigned may be leased out under the respective Exchange Rule 106.D.  
 
An individual member may assign his membership without trading restrictions on his own 
individual trading activity.   
 
Memberships must be assigned on Exchange-prescribed forms. Refer to Exhibit B.  Upon 
submitting an assignment form to the Shareholder Relations and Membership Services 
Department, the newly assigned membership shall be posted to the Exchange membership for 
ten days.  After all Exchange Rule 110 (Claims Against Membership, Application of Proceeds) 
claims have been resolved to the satisfaction of the Exchange, the membership shall be assigned 
to the clearing member. 
  
A clearing member may substitute other memberships for assigned memberships provided that 
the clearing member continues, at all times, to meet the assignment requirements of the 
Exchanges.  
 
If a membership assignment is not necessary for the clearing member to meet its assignment 
requirements (e.g., the clearing member maintains more than the required number of 
memberships necessary under Exchange rules), a request to withdrawal such assignment is 
effective upon receipt. 
 
Further, if an owner of memberships wishes to withdraw his assigned memberships over the 
objection of the clearing member to which they are pledged, the owner must request permission 
to do so from the Shareholder Relations and Membership Services Department.  The request 
must be in writing with a copy delivered to the clearing member to which the memberships are 
assigned.  The Shareholder Relations and Membership Services Department may grant such 
requests under conditions that do not jeopardize the financial integrity of the Clearing House. 
 
In the event a clearing member has a valid claim against a member that it qualifies, and the 
member’s membership is assigned to another clearing member, the clearing member utilizing the 
membership for assignment shall have 10 business days to substitute another membership to 
fulfill the assignment requirements of Exchange Rule 902.  Such substitution shall be required to 
protect the financial integrity of the Clearing House.    
 
Note:  In order for a member to utilize a previously assigned membership (i.e., use the 
membership to trade at a new qualifying clearing member) which is currently subject to a 60-day 
posting period for a withdrawing clearing member, his new qualifying clearing member must 
execute an Indemnification of Transfer agreement.  Such acknowledgment provides that the 
claims of the new qualifying clearing member to the membership are subordinate to the claims 
that may be placed against the previously assigned membership or the previously assigned 
clearing member.  Refer to Exhibit C.  
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Shares and Fees 
 
With regards to trades made for the benefit of the Clearing Member itself (i.e. “proprietary 
trades”), CME and CBOT Clearing Members receive fees in conjunction with CME Rule 106.H. 
Trading Member Firm and CBOT Rule 106.H. Trading Member Firm respectively.  NYMEX 
Clearing Members receive non-member fees.  COMEX Clearing Members receive COMEX Rule 
106.J. Member Firm fees. Clearing Members with shares are those clearing members that also 
maintain CME Group Class A Shares in accordance with CME Rule 106.J. Equity Member Firm, 
CBOT Rule 106.J. Equity Member Firm and/or NYMEX Rule 106.J. Member Firm requirements.   
 
 
Rule 106.I. Affiliate Member Firms 
 
CME Rule 106.I. Affiliate Member Firm  
 
A membership under CME Rule 106.I. allows all non-member firms that either own, directly or 
indirectly, 100% of a clearing member with shares or that have 100% ownership, direct or 
indirect, in common with a firm that owns, directly or indirectly, 100% of a clearing member with 
shares, to receive member clearing fees and performance bond rates on the proprietary trading 
of such firms within the division of membership held.   
 
Under this rule, a CME, IMM or IOM membership may be owned by the clearing member with 
shares or any firm that either owns, directly or indirectly, 100% of the clearing member with 
shares or that has 100% ownership, direct or indirect, in common with a firm that owns, directly 
or indirectly, 100% of the clearing member with shares (“related parties”).  The membership 
required for CME Rule 106.I. maybe owned by the clearing member with shares or any of its 
affiliates and is in addition to the memberships assigned for the clearing member with shares 
clearing membership privileges.  A membership held under CME Rule 106.I. cannot be 
assigned for clearing membership privileges.   
 
If the CME Rule 106.I. member elects to have an individual placed on its CME, IMM or IOM 
membership, the individual must be an employee or officer of the clearing member with shares 
or any of its 100% related parties and must be approved for individual membership by the 
Shareholder Relations and Membership Services Department.   
 
The proprietary positions of the clearing member with shares and its 100% related parties 
receiving equity member clearing fees must be carried separately from other accounts on the 
books of a clearing member.  Organizational charts must be maintained demonstrating 
ownership of all related parties receiving equity member clearing fees.       
 
The clearing member with shares or its affiliate must complete an Application for Corporate 
Membership CME Rule 106.I. Affiliate Member Firm Agreement for Membership and submit it to 
CME Group’s FRS Department for approval as a CME Rule 106.I. firm. The application is 
located on CME Group’s Web site at:  
http://www.cmegroup.com/company/membership/files/Rule106IAffiliateMemberApp.pdf.  
 

http://www.cmegroup.com/company/membership/files/Rule106IAffiliateMemberApp.pdf
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CBOT Rule 106.I. Affiliate Member Firm – Equity 
 
A membership under CBOT Rule 106.I. allows an entity that is not a pool or a hedge fund, but  
is owned by the clearing member or any firm that either owns, directly or indirectly, 100% of the 
clearing member or that has 100% ownership, direct or indirect, in common with a firm that 
owns, directly or indirectly, 100% of the clearing member (“related parties”) to receive member 
clearing fees and performance bond rates on the proprietary trading of such firms within the 
division of membership held.   
 
Under this rule, either one CBOT Full + 20,000 Class A shares or one Associate Membership + 
8,750 Class A shares may be owned by the clearing member, a related party, or an employee 
or principal of the clearing member or affiliated applicant.  The memberships and shares 
required for CBOT Rule 106.I. is per affiliate and is in addition to the memberships assigned for 
the clearing member’s clearing membership privileges.  The memberships and shares held 
under CBOT Rule 106.I. Affiliate Member Firm – Equity cannot also be assigned for clearing 
membership privileges.    
 
If the CBOT Rule 106.I. member elects to have an individual placed on its Full or Associate 
Membership, the individual must be an employee or officer of the clearing member or its 
affiliated applicant and must be approved for individual membership by the Shareholder 
Relations and Membership Services Department. 
 
The proprietary positions of the clearing member and its Exchange approved CBOT Rule 106.I. 
Affiliate Member Firm – Equity receiving equity member clearing fees must be carried 
separately from other accounts on the books of a clearing member.  Organizational charts must 
be maintained demonstrating ownership of all related parties. 
 
The affiliate must complete the following two forms found on CME Group’s Web site: 
 
Application for Corporate Membership – Corporate Information: 
http://www.cmegroup.com/company/membership/files/CorporateMemberInformation.pdf. 
and 
CBOT Rule 106.I. Affiliate (Trading and Equity) Member Firm – Agreement for Membership: 
http://www.cmegroup.com/company/membership/files/CBOTRule106IAffiliateMemberApp.pdf.  
 
Completed forms must be submitted to CME Group’s FRS Department for approval as a CBOT 
Rule 106.I. firm. 
 
 
CBOT Rule 106.I. Affiliate Member Firm – Trading 
 
A membership under CBOT Rule 106.I. allows an entity that is not a pool or a hedge fund, but 
is owned by the clearing member or any firm that either owns, directly or indirectly, 100% of the 
clearing member or that has 100% ownership, direct or indirect, in common with a firm that 
owns, directly or indirectly, 100% of the clearing member (“related parties”) to receiving trading 

http://www.cmegroup.com/company/membership/files/CorporateMemberInformation.pdf
http://www.cmegroup.com/company/membership/files/CBOTRule106IAffiliateMemberApp.pdf
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member clearing fees and performance bond rates on the proprietary trading of such firms 
within the division of membership held.   
 
Under this rule, either: one CBOT Full, one CBOT Associate Membership, one CBOT IDEM or 
one CBOT COM may be owned or leased by the clearing member or any related party or an 
employee or principal of the clearing member or affiliated applicant.  The membership required 
for CBOT Rule 106.I. is per affiliate and is in addition to the memberships assigned for the 
clearing member’s clearing membership privileges.  The memberships held under CBOT Rule 
106.I. Affiliate Member Firm – Trading cannot also be registered for clearing membership 
privileges. 
 
If the CBOT Rule 106.I. member elects to have an individual placed on its Full, Associate, IDEM 
or COM Membership, the individual must be an employee or officer of the clearing member or 
its affiliated applicant and must be approved for individual membership by the Shareholder 
Relations and Membership Services Department. 
 
The proprietary positions of the CBOT Rule 106.I. Affiliate Member Firm – Trading receive 
trading member clearing fees and must be carried separately from other accounts on the books 
of a clearing member.  Organizational charts must be maintained demonstrating ownership of 
all related parties. 
 
The affiliate must complete the following two forms found on CME Group’s Web site: 
 
Application for Corporate Membership – Corporate Information: 
http://www.cmegroup.com/company/membership/files/CorporateMemberInformation.pdf. 
and 
CBOT Rule 106.I. Affiliate (Trading and Equity) Member Firm – Agreement for Membership: 
http://www.cmegroup.com/company/membership/files/CBOTRule106IAffiliateMemberApp.pdf.  
 
Completed forms must be submitted to CME Group’s FRS Department for approval as a CBOT 
Rule 106.I. firm. 
 
 
CBOT Rule 106.I. Affiliate Member Firm - Umbrella  
 
A membership under CBOT Rule 106.I. Affiliate Member Firm – Umbrella allows all firms that 
either own, directly or indirectly, 100% of the clearing member with shares or that has 100% 
ownership, direct or indirect, in common with a firm that owns, directly or indirectly, 100% of the 
clearing member with shares (“related parties”) to receive clearing member fees and 
performance bond rates on the proprietary trading of such firms.  Under this rule, four Series B-
1 (Full) memberships, two Series B-2 (Associate) memberships and 20,000 CME Group shares 
or five Series B-1 (Full) memberships and 20,000 CME Group shares (Agricultural only) may be 
owned by the clearing member with shares or a related party. A CBOT clearing member with 
shares which qualifies for the CBOT membership umbrella may qualify an unlimited number of 
affiliates but the qualified affiliates must be registered with the Exchange. The memberships 
and CME Group shares required to qualify for the CBOT membership umbrella include the 
memberships required for the CBOT clearing member, including any independent assignments. 
 

http://www.cmegroup.com/company/membership/files/CorporateMemberInformation.pdf
http://www.cmegroup.com/company/membership/files/CBOTRule106IAffiliateMemberApp.pdf
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Each affiliate must complete the following form found on CME Group’s Web site: 
 
CBOT Rule 106.I. Affiliate Umbrella Member Firm – Qualified Affiliate Agreement for 
Membership: 
http://www.cmegroup.com/company/membership/files/CBOTRule106IAffiliateUmbrellaApp.pdf.   
 
Completed forms must be submitted to CME Group’s FRS Department for approval as a CBOT 
Rule 106.I. Qualified Affiliate. 
 
CME Rule 106.S. Family of Funds Member Firm  
 
CME clearing members with shares that are hedge funds are generally not owned in the 
traditional sense by a parent company and, as such, related funds do not meet the ownership 
requirement of Rule 106.I. (Affiliate Member Firm).  CME Rule 106.S. (Family of Funds Member 
Firm) allows a family of funds that is managed by a fund management company to receive 
equity member clearing fee rates without the need for each fund in the family to become a CME 
Member.   
 
One fund in the family of funds or the fund management company must become a CME 
Clearing Member with shares.  If the fund management company becomes the CME Clearing 
Member with shares, it must designate one fund in the family of funds to receive the equity 
member clearing fee rates. Under CME Rule 106.S., up to five additional funds within the family 
of funds are eligible for equity member clearing fee rates for each additional membership 
purchased.  The five additional funds in a family may receive equity member clearing fee rates 
on the proprietary trading of the funds within the division of membership owned under Rule 
106.S.  The CME Clearing Member with shares will, of course, receive equity member clearing 
fee rates on all CME products.   
 
To be eligible for CME Rule 106.S. membership, the following criteria must be met: 
 

• Each fund in the family of funds must be approved by the Exchange; 
• The accounts must be held by a clearing member(s) in the name of the approved fund;  
• Any fund or the fund management company may hold the 106.S. membership; and, 
• The fund management company must agree to submit to Exchange regulatory 

jurisdiction.   
 
Only true funds in the family, not managed accounts, qualify for preferential clearing fee rates 
under CME Rule 106.S.  
 
Under CME Rule 106.S., a CME, IMM or IOM membership may be owned by the clearing 
member with shares, any fund in the family or the fund management company.  Regardless of 
who owns the membership, the fund management company is designated as the CME Rule 
106.S. member.  The membership required for CME Rule 106.S. is in addition to the 
memberships assigned for the CME Clearing Member with share’s membership privileges.  A 
membership held under CME Rule 106.S. cannot be assigned for clearing or corporate 
membership privileges.  Class A shares are not required for CME Rule 106.S. membership.   

http://www.cmegroup.com/company/membership/files/CBOTRule106IAffiliateUmbrellaApp.pdf
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If the CME Rule 106.S. member elects to have an individual placed on its CME, IMM or IOM 
membership, the individual must be an employee or officer of the CME Clearing Member with 
shares, the fund management company or a fund that is part of the family of funds.  In addition, 
the member must be approved for individual membership by the Shareholder Relations and 
Membership Services Department.   
 
The proprietary positions of CME Clearing Member with shares and each of the approved funds 
within the family that receive equity member clearing fee rates must be carried separately on 
the books of a clearing member.  Organizational charts must be maintained demonstrating 
ownership/organization of all entities, including feeder/master funds, the investment manager 
and other management companies.    
     
The fund management company must complete a CME Application for Corporate Membership 
– CME Rule 106.S. Family of Funds Member Firm Hedge Fund Agreement for Membership and 
submit it to CME’s FRS Department for approval of the Rule 106.S. funds.  The application is 
located on CME’s Web site at: 
http://www.cmegroup.com/company/membership/files/Rule106SFamilyofFundsApp.pdf 
 
 
 

http://www.cmegroup.com/company/membership/files/Rule106SFamilyofFundsApp.pdf
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Capital Requirements 
 
Clearing members are responsible for monitoring their capital and to ensure continued compliance 
with the Exchanges’ capital requirements.  Capital requirements for clearing members which are 
not Banks are specific to its exchange membership privileges and, if applicable, any OTC 
products that it will clear.  For non-Bank clearing members, capital is defined as Adjusted Net 
Capital as computed in accordance with CFTC Regulation 1.17.  For Bank clearing members, 
capital is defined as Tier I Capital, as defined in accordance with regulations applicable to the 
Bank clearing member.    
 
For a CME Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or, 
• $50,000,000 if a clearing member will clear any OTC derivative product, including, but not 

limited to, FX OTC, CDS or IRS; or, 
• 20% of aggregate performance bond requirement for all customer and house accounts 

containing CME-cleared CDS and IRS positions. 
 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, FX 

OTC, CDS or IRS; or 
• 20% of aggregate performance bond requirement for all proprietary and affiliate accounts 

containing CME-cleared CDS and IRS positions. 
 
 
For a CBOT Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear exchange-traded futures/options or agricultural OTC derivative 
products; or, 

• $50,000,000 if it will clear any OTC derivative products excluding agricultural OTC 
derivatives. 

 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, 

agricultural OTC derivative products. 
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For a NYMEX Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or,  
• $20,000,000 if it will clear exchange-traded futures/options and it will guarantee NYMEX 

Floor Members pursuant to the program referenced in NYMEX Rule 992; or, 
• $50,000,000 if it will clear any OTC derivative products, including, but not limited to energy 

OTC derivative products. 
 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to energy 

OTC derivative products. 
 

For a COMEX Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or, 
• $50,000,000 if it will clear any OTC derivative products, including, but not limited to metal 

OTC derivative products. 
 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, metal 

OTC derivative products. 
 
For ClearPort products cleared as futures, they would be considered in the exchange-traded 
futures/options line above.  For reference, the following product link may be helpful: 
http://www.cmegroup.com/clearport/#sortKey=7&sortOrder=ascending&SortType=text
&FilterOn=//lcpcProductTO&PageStart=1&vertindex=0 
 
Refer to Chapter 5 – Cleared OTC Derivatives for additional information for clearing members 
trading OTC derivatives.   
 
The Clearing House Risk Committee(s) may prescribe additional financial and capital 
requirements and grant exemptions. 
 
 
CFTC’s Minimum Regulatory Capital Requirement 
 

http://www.cmegroup.com/clearport/#sortKey=7&sortOrder=ascending&SortType=text&FilterOn=//lcpcProductTO&PageStart=1&vertindex=0
http://www.cmegroup.com/clearport/#sortKey=7&sortOrder=ascending&SortType=text&FilterOn=//lcpcProductTO&PageStart=1&vertindex=0
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The CFTC’s regulatory minimum capital requirement is computed as 8% of domestic and foreign 
domiciled customer plus 8% of noncustomer (excluding proprietary) risk maintenance 
performance bond requirements for all domestic, foreign futures and options on futures contracts 
and cleared swaps (see Chapter 5) excluding the risk margin associated with naked long option 
positions.   
 
The Exchanges impose a risk-based capital requirement, identical to the CFTC’s regulatory 
minimum capital requirement, on all clearing members, including non-FCMs.   
 
The CFTC’s minimum regulatory capital requirement includes all customer and noncustomer 
commodity accounts posing risk to the clearing member; that is, all domestic and foreign 
domiciled accounts and their positions.  Further, the risks of positions being carried by a firm are 
best quantified by Exchange determined risk performance bond requirements.  For Exchange 
traded futures/options and various OTC products, risk maintenance performance bond 
requirements are generated (for all domestic futures exchanges and numerous futures exchanges 
worldwide) from the Standard Portfolio Analysis of Risk® performance bond system (SPAN®).  The 
SPAN performance bond system is a risk-based, portfolio performance bond system used to 
compute minimum performance bond requirements for all futures and options positions.   For 
CME CDS, a multi-factor margin model is used.  This model takes into account the macro-
economic risk factors of systemic risk, curve risk and spread convergence/divergence risk.  In 
addition, it also accounts for sector risk, idiosyncratic risk and liquidity risk.  Additional information 
on the multi-factor margin model can be located on CME Group’s Web site at: 
http://www.cmegroup.com/trading/cds/overview-of-cleared-otc-cds-buyside-solution.html  For 
CME IRS and FX OTC products, the Historical Value at Risk (“HVaR”) methodology is applied.  In 
HVaR, past events are used for determining possible scenarios in the future.  Additional 
information on the HVaR methodology can be located on CME Group’s  
Web site at: http://www.cmegroup.com/trading/interest-rates/files/OTC-IRS.pdf  
 
The CFTC’s regulatory minimum capital requirement is based solely on the risk component of the 
performance bond system requirement.  The risk component is the assessment for changes in 
the underlying portfolio's price and volatility.  The equity component (the marked-to-the-market 
value of options) of the SPAN performance bond system requirement is included in performance 
bond equity and is not part of the capital requirement computation.  
 
The risk maintenance performance bond on naked long option positions may be excluded from 
the risk maintenance performance bond requirement as the risk component on naked long option 
positions is an assessment of the liquidation risk and a haircut on the value of the options.  Naked 
long option positions are defined as long options in an account which are not used to reduce the 
risk of other futures and/or options positions.   
 
It is important to recognize that proprietary accounts of a clearing member are not part of this risk 
based capital calculation as proprietary charges based upon risk maintenance performance bond 
requirements are already included in the firm's computation of adjusted net capital.  
 
 
Computation of Adjusted Net Capital 

http://www.cmegroup.com/trading/cds/overview-of-cleared-otc-cds-buyside-solution.html
http://www.cmegroup.com/trading/interest-rates/files/OTC-IRS.pdf
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Clearing members which are not Banks are responsible for computing adjusted net capital in 
accordance with CFTC Regulation 1.17.  As a reminder: 
 

• There are restrictions on the amount of house (noncustomer and proprietary) cash 
balances which may be held with affiliates and treated as current/allowable assets.  
Clearing applicants are encouraged to contact the Financial and Regulatory Surveillance 
(“FRS”) Department or their designated self-regulatory organization (“DSRO”) for guidance 
on the classification of house cash deposits with affiliates. 

 
• There is a capital charge on open futures and options positions held in proprietary 

accounts. Refer to CFTC Regulation 1.17(c)(5)(x) or SEC Rule 15c3-1b(a)(3)(xiv).   
 

• There is a 2% capital charge on the market value of firm-owned investments in money 
market mutual funds.  This haircut is applicable to funds invested in CME’s Interest 
Earning Facility 2 Program (“IEF2®”).  Refer to SEC Rule 15c3-1(c)(2)(vi)(D)(1).   

 
Computation of Adjusted Net Capital - Subordinated Loan Agreements 
 
The rules and requirements governing subordinated loan agreements are contained in Exchange 
Rule 970.A.5. (Financial Requirements) and CFTC Regulation 1.17(h).  In general, a satisfactory 
subordinated loan agreement may be considered good for capital purposes provided such loan 
effectively subordinates any right of the lender to receive payment to the claims of all present and 
future general creditors.  The CFTC Regulations contain very specific requirements for 
subordinated loan agreements and must be complied with completely.   
 
To qualify as capital, subordinated loan agreements must be approved by a firm's DSRO.  If the 
subordinated debt is needed to meet CME, CBOT, NYMEX or COMEX capital requirements, this 
approval must be received before an applicant is presented to the Clearing House Risk 
Committee.  For clearing member applicants for whom CME, CBOT, NYMEX or COMEX will be 
the DSRO, subordinated loan agreements must be submitted to the FRS Department for 
approval.  Such submission shall be at least ten days prior to the loan's effective date and may be 
included in the clearing membership application packet.  For non-CME Group DSRO clearing 
member applicants, subordinated loan agreements should be submitted to their DSRO for 
approval.    
 
Sample formats of Subordinated Debt Agreements can be located on CME Group’s Web site at  
http://www.cmegroup.com/clearing/audit/audit-department-forms.html.  
 
 
Guaranty Fund Requirements 
 
The guaranty fund requirements of the Clearing House are stated in Rule 816. (Guaranty Fund). 
Clearing members must deposit with the Clearing House a guaranty fund deposit for their 
obligations to the Clearing House.  A clearing member’s guaranty fund shall equal the greater of 
the minimum requirement or the clearing member’s proportionate share of the “Aggregate 

http://www.cmegroup.com/clearing/audit/audit-department-forms.html
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Guaranty Fund” or an amount specified by the Clearing House Risk Committee.  The Aggregate 
Guaranty Fund Deposit is an amount determined by the Clearing House Risk Committee and is 
set at a percentage of the average aggregated performance bond requirements of the Exchanges 
for the preceding three months. 
 
The minimum guaranty fund deposit is $500,000 for all clearing members which will clear 
exchange-traded futures and options and $2,500,000 if clearing ClearPort or OTC products (not 
including IRS or CDS).  The guaranty fund deposit amount for new clearing members is the 
minimum requirement.  During the clearing membership approval process, the minimum guaranty 
fund deposit must be wired to the Clearing House prior to the Clearing House Risk Committee 
meeting where the clearing member applicant will be presented.   
 
Only U.S. Dollars and U.S. treasury and agency securities may be deposited by a clearing 
member applicant during the application approval process.  Interest is not paid on U.S. Dollar 
deposits.  If U.S. treasury or agency securities are deposited, the market value of such 
securities, less any applicable haircut, must be at least equal to the minimum requirement.  For 
example, U.S. T-Bills with a par value of $505,000, market value of $502,000 and no haircut 
may be used to meet the $500,000 guaranty fund requirement.   
 
In addition to U.S. Dollars, U.S. treasury and agency securities, once approved for clearing 
membership, a clearing member may also invest in CME’s Interest Earning Facility (“IEF”) 2 
investments in money market mutual funds, to meet their guaranty fund requirement.  Funds in 
IEF2 are subject to a 3% Clearing House haircut.  Under the IEF2 program, only the funds of 
the settlement banks are allowable for guaranty fund purposes.  Other IEF programs allow 
clearing members to earn interest on their performance bond/margin deposits.  Additional 
information on IEF programs may be found on CME Group’s Web site at: 
http://www.cmegroup.com/clearing/financial-and-collateral-management/collateral-management-programs.html. 
For further information on IEF2 or other IEF programs, contact Mike Auriemma, Risk 
Management, Clearing House at (312) 634-8399 or michael.auriemma@cmegroup.com.     
 
A clearing member’s guaranty fund amount is based on the risk that a clearing member 
represents to the Clearing House as measured by its performance bond requirements and trading 
volume.  Currently, a clearing member’s guaranty fund amount consists of (i) a specified 
percentage of the Aggregate Guaranty Fund multiplied by the clearing member's proportionate 
share (including the total risk performance bond requirement in respect of positions in its cross-
margin accounts) of the average aggregate risk performance bond requirement (including the risk 
performance bond requirement in respect of positions in all cross-margin accounts and any 
applicable short option value) for the preceding three months; plus (ii) a specified percentage of 
the Aggregate Guaranty Fund multiplied by the clearing member's proportionate share of the total 
number of contracts executed during the preceding three months; plus (iii) a specified percentage 
of the Aggregated Guaranty Fund Deposit multiplied by the clearing member’s proportionate 
share of foreign currency settlements for the preceding three months.  Such percentages may be 
modified by the Clearing House Risk Committee as it deems appropriate.  Further, in determining 
a clearing member’s guaranty fund volume component, a different weighting may be applied to a 
particular contract(s) if such contract(s) is deemed to represent a disproportionate amount of 
exposure to the Clearing House. The guaranty fund deposit is recalculated on a quarterly basis 
(more frequently if deemed necessary) by the Clearing House. 

http://www.cmegroup.com/clearing/financial-and-collateral-management/collateral-management-programs.html
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The guaranty fund deposit should be wired into the account of the Clearing House.  The Clearing 
House should be informed prior to any funds or securities being wired to the Clearing House.   
  
Clearing members that clear OTC derivatives (CDS and IRS) are subject to separate guaranty 
fund requirements.  Refer to Chapter 5 – Cleared OTC Derivatives.   
 
 
Settlement Banks 
 
All active clearing members must maintain a settlement account at one or more of the approved 
settlement banks.  Clearing members shall establish separate accounts for customer and house 
(noncustomer and proprietary) activity.   
 
Currently, the approved settlement, performance bond and guaranty fund banks are: 
 
• Bank of America, N.A. 
• Bank of China Ltd., NY Branch 
• BMO Harris, N.A. 
• Brown Brothers Harriman & Co. 
• Citibank, N.A. 
• Fifth Third Bank 
• Lakeside Bank 
• J.P. Morgan Chase Bank, NA 
• The Bank of New York Mellon 
 
See also http://www.cmegroup.com/clearing/financial-and-collateral-management/settlement-banks.html 
for a complete listing. 
 
The Clearing House must have information on all settlement and custody accounts established by 
clearing members to clear trades.  Further, the Clearing House requires debit authorization over 
clearing members’ settlement accounts.  As such, clearing members must execute and submit to 
the Clearing House a Settlement and Customer Account Listing and Debit Authorization form.  
See Exhibit D.   
 
 
Performance Bond Requirements 
 
The Clearing House determines prudent minimum performance bond levels for all futures and 
options contracts based on historical price changes, volatilities, current and anticipated market 
conditions and other factors deemed pertinent.  The Clearing House collects performance bonds 
from its clearing members to guarantee the obligations associated with futures and options 
contracts which are carried by clearing members.   
 

http://www.cmegroup.com/clearing/financial-and-collateral-management/settlement-banks.html
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For margining of CME, CBOT, NYMEX and COMEX positions of clearing members, the 
Exchanges require that gross positions be used to calculate performance bond requirements for 
the customer origin; however, firms are allowed to submit spread eligible positions through the 
Position Change Information (“PCS”) system, which are netted.  Net positions are used to 
calculate performance bond requirements for the house origin. 
 
A list of acceptable forms of collateral to meet performance bond requirements is available on 
CME Group’s website at: 
http://www.cmegroup.com/clearing/financial-and-collateral-management/  
 
 
Concentration Margin 
 
The Clearing House also applies a concentration margining program, which allows the Clearing 
House to assess additional performance bond requirements when a clearing firm’s potential 
market exposure becomes large relative to the financial resources available to support those 
exposures.  Concentration margin is calculated by the Clearing House based on a formula which 
includes stress testing of equity and interest rate positions and the clearing member’s excess 
adjusted net capital.  Collateral which is acceptable for reserve performance bond requirements 
may also be used to meet concentration margin requirements.  
Customer Accounts at the Clearing House 
 
Clearing members must maintain separate accounts for customer segregated, cleared swap and 
house (noncustomer and proprietary) funds at the Clearing House.  Exchange Rule 973 
(Customer Accounts with the Clearing House) requires the Clearing House to hold all customer 
funds deposited with the Clearing House in accordance with the Commodity Exchange Act and 
CFTC Regulation 1.20 in an account identified as Customer Segregated.  Exchange Rule 973 
also requires all customer funds deposited with the Clearing House on behalf of Cleared OTC 
Derivatives Customers shall be held in accordance with Exchange Rules 8F100 through 8F136 in 
an account identified as a Cleared OTC Derivatives Sequestered Account.  As the Clearing House 
has adopted such a rule, CFTC Reg. 1.26(a) provides that a segregation or cleared swap 
acknowledgement letter need not be obtained for customer deposits held by the Clearing House. 
 
 
Financial Responsibilities in the Event of a Default 
 
In the event a clearing member fails to promptly discharge any obligation to the Clearing House, 
its guaranty fund deposit, its available performance bond on deposit with the Clearing House, any 
of its other assets available to the Clearing House, and the proceeds of the sale of any 
memberships assigned to it for clearing qualification shall be applied by CME’s Clearing House to 
discharge the obligation.   
 
If the defaulting clearing member's commodity futures or options (for clearing members trading 
OTC derivatives, see Chapter 5) obligation to the Clearing House remains unsatisfied, the 
obligation will be met by the application of funds according to the following priority: 
 

http://www.cmegroup.com/clearing/financial-and-collateral-management/


 Clearing Membership 
 Capital and Financial Requirements  

September 2013 
  

 

4-8 

(1)  Surplus funds of the Exchange in excess of funds necessary for normal operations. 
 
(2)  Guaranty Fund deposits of all clearing members in proportion to the total guaranty fund 

requirement of each clearing member 
 
(3) Proceeds from any default insurance maintained by the Clearing House to the extent that 

such proceeds are available in a timely manner to be applied towards the default.     
 
(4) Assessment against all clearing members (excluding any insolvent or defaulting clearing 

members) up to an amount that does not exceed: 
 

(a) 275% of such clearing members’ guaranty fund requirement when losses are 
attributable to a single defaulting clearing member; and, 
 
(b) 550% of such clearing members’ guaranty fund requirement attributed to 
losses of all defaulting clearing members during a cooling off period. 
 

Note:  The above are generalizations of specified formulas and procedures.  The detail of 
the allocation of guaranty fund contributions in the event of a clearing member default 
should be read in its entirety in Exchange Rule 802.B. Satisfaction of Clearing House 
Obligations. 
 
In connection with IRS Clearing Members, the Clearing House has established a separate 
guaranty fund for IRS contracts. (Refer to Chapter 5 and CME Rule 8G802)  
 
To minimize the possibility of clearing member defaults and to provide our customers and the 
market with the finest protection, CME Group has adopted and rigorously enforces an integrated 
package of financial surveillance and risk management procedures.  These are described in CME 
Group’s Financial Safeguards, which may be found on CME Group’s Web site at: 
http://www.cmegroup.com/clearing/files/financialsafeguards.pdf.  

http://www.cme.com/allaire/spectra/system/securemediastore/ch_financial_safeguards.pdf
http://www.cmegroup.com/clearing/files/financialsafeguards.pdf
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CME, CBOT, NYMEX and COMEX Clearing Members and OTC Clearing Members are eligible to 
clear OTC derivative products (i.e. cleared swaps and forwards) with CME’s Clearing House if all 
requirements for the clearance of particular OTC derivative contracts are met.     
 
If a Clearing Member will clear OTC derivatives products through the Clearing House for its 
customers, the firm must be registered with the CFTC as an FCM.  FCMs are subject to CFTC 
rules and regulations including regulatory capital, financial reporting and customer protection.   
 
A clearing member who clears customer business acts as agent for undisclosed principals (i.e. 
the customers) vis-a-vis the Clearing House and guarantees their customers’ performance to 
the Clearing House.  A clearing member is deemed to be the principal to the OTC contract 
when it clears trades for its own proprietary account and is deemed a guarantor and agent to 
the OTC contract when it clears trades for its affiliates or customers.   The clearing member-
customer agency relationship facilitates customer cleared swaps segregation protection, 
bankruptcy portability of customer positions and collateral, operational efficiency, and favorable 
capital treatment for the clearing member.  This relationship is fundamental to the operation of 
the Clearing House and is embedded throughout the rules of Exchanges, the Commodity 
Exchange Act and the regulations of the CFTC.    
 
General Requirements 
 
In addition to the General Requirements of clearing membership contained in Chapter 2 – 
General Requirements, the following requirements apply to a clearing member which will clear 
OTC derivatives.   
  
1. A Clearing Member that will clear FX OTC, Credit Default Swaps (“CDS”) or Interest Rate 

Swaps (“IRS”) must have appropriate risk management capabilities, operational 
infrastructure and experience to support this activity, as prescribed by the Clearing House.  

 
2. A Clearing Member shall agree to guarantee and assume responsibility for all trading activity 

routed through a Globex portal, or routed through any electronic trading system, if applicable, 
to the Clearing House for clearing of such OTC derivative transactions and which are 
guaranteed to the Clearing House by the clearing member via any connection, terminal, link, 
telecommunications hub or handheld unit provided by a clearing member to a third party as 
well as any applicable electronic trading systems and terminals that the clearing member 
provides to a third party, including an eligible customer, to enter orders. 

 
3. The Clearing Member shall agree to guarantee and assume responsibility for all OTC 

derivatives trading activity executed via outside means and submitted for clearing to and 
accepted for clearing by the Clearing House by any customer, broker or affiliate authorized 
by the Clearing Member.  
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Capital Requirements 
 
Capital requirements for clearing members which are not Banks are specific to its exchange 
membership privileges and, if applicable, any OTC products that it will clear.  For non-Bank 
clearing members, capital is defined as Adjusted Net Capital as computed in accordance with 
CFTC Regulation 1.17.  For Bank clearing members, capital is defined as Tier 1 Capital, as 
defined in accordance with regulations applicable to the bank clearing member.  The following 
are the applicable capital requirements: 
  
For a CME Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or, 
• $50,000,000 if a clearing member will clear any OTC derivative product, including, but not 

limited to, FX OTC, CDS or IRS; or, 
• 20% of aggregate performance bond requirement for all customer and house accounts 

containing CME-cleared CDS and IRS positions. 
 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, FX 

OTC, CDS or IRS; or 
• 20% of aggregate performance bond requirement for all proprietary and affiliate accounts 

containing CME-cleared CDS and IRS positions. 
 
 
For a CBOT Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear  exchange-traded futures/options and agricultural OTC derivatives 
products; or, 

• $50,000,000 if it will clear any OTC derivative products, excluding agricultural OTC 
derivative products. 

 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, 

agricultural OTC derivative products. 
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For a NYMEX Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or,  
• $20,000,000 if it will clear exchange-traded futures/options and it will guarantee NYMEX 

Floor Members pursuant to the program referenced in NYMEX Rule 992; or, 
• $50,000,000 if it will clear any OTC derivative products, including, but not limited to energy 

OTC derivative products. 
 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to energy 

OTC derivative products. 
 

For a COMEX Clearing Member, the exchange capital requirement is the greater of the CFTC or 
SEC capital requirement or: 
For a non-Bank clearing member: 

• $5,000,000 if it will clear only exchange-traded futures/options; or, 
• $50,000,000 if it will clear any OTC derivative products, including, but not limited to energy 

OTC derivative products. 
 
For a Bank clearing member: 

• $5,000,000,000 if it will clear exchange-traded futures/options; or, 
• $50,000,000 if it will clear only OTC derivative products, including, but not limited to, metal 

OTC derivative products. 
 
For additional information on capital requirements, refer to Rule 970 for Exchange-traded 
futures/options, CME Rule 8F04 for OTC derivatives, CME Rule 8H04 for CDS and CME Rule 
8G04 for IRS. 

    
The Clearing House Risk Committee, the IRS Risk Committee, CDS Risk Committee or the 
Clearing House may prescribe additional capital requirements and grant exemptions.   
 
In addition: 

• If a hedge fund is the CME, CBOT, NYMEX or COMEX clearing member, the 
investment manager must maintain assets under management of $1 billion for 
exchange-traded futures/options and OTC.  

• If the investment manager of a hedge fund is the CME, CBOT, NYMEX or COMEX 
clearing member, its exchange minimum capital requirement for exchange-traded 
futures/options is $50,000,000 (instead of $5,000,000 per the above).   
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Guaranty Fund and Membership Requirements 
 
All clearing members must deposit with the Clearing House a guaranty fund deposit for their 
obligations to CME.  Guaranty fund requirements are dependent upon the products cleared.  
Separate guaranty fund pools are maintained for Exchange-traded products and OTC 
derivatives excluding CDS and IRS (i.e. the “base” guaranty fund), CDS and IRS.  The 
minimum base guarantee fund deposit for a clearing member which will clear OTC derivative 
products, excluding CDS and IRS, is $2,500,000.   
 
A clearing member’s base guaranty fund requirement shall equal the greater of the minimum 
base guaranty fund requirement or the clearing member’s proportionate share of the 
“Aggregate Guaranty Fund Deposit”.  The Aggregate Guaranty Fund Deposit is an amount 
determined quarterly by the Clearing House Risk Committee and is set at a percentage of the 
(a) average aggregated risk performance bond requirements; plus (b) total number of contracts 
executed on CME, CBOT, NYMEX, COMEX and any other applicable Exchange or market 
(including OTC derivative products but excluding CDS and IRS); plus (c) foreign currency 
settlements.  The performance bond, volume and settlements for the preceding three months 
are used to determine the quarterly Aggregate Guaranty Fund Deposit.  
 
The guaranty fund requirements of the Clearing House are stated in Rule 816. (Guaranty Fund 
Deposit) and for OTC derivatives in Rule 8F07. (Guaranty Fund Deposit).   
 
If the clearing member will clear CDS products, the minimum requirement to the CDS guaranty 
fund is the greater of $50,000,000 or the CDS clearing member’s proportionate share of the 
theoretical two largest losses as described in CME Rule 8H07.1.(i)(a) (i.e. the “funded portion” 
of the CDS financial safeguards package).     
 
If the Clearing Member will clear IRS products, the minimum requirement to the IRS guaranty 
fund is the greater of $50,000,000 or the IRS clearing member’s proportionate share of the 
theoretical two largest losses as described in CME Rule 8G07.1.(i) (i.e. the “funded portion” of 
the IRS financial safeguards package).  Refer to Rule 8G07. for information regarding the IRS 
guaranty fund.     
 
The minimum guaranty fund deposit of an OTC Clearing Member which clears IRS products 
and has an affiliated clearing member which also clears IRS products is $25,000,000 for each 
affiliated IRS clearing member.  In these instances, one affiliated IRS Clearing Member 
provides primary clearing services for customers as a FCM (with any proprietary business of 
such FCM only incidental to providing such clearing service for customers) and the other 
affiliated clearing member only provides IRS clearing services through its proprietary account 
for itself and/or its affiliates. 
 
Guaranty fund minimums may be increased from time to time, depending on the mix of OTC 
asset classes for which the Clearing House provides clearing services.  
An OTC Clearing Member that is not also a CME, CBOT, NYMEX or COMEX clearing member 
shall maintain a membership-equivalent deposit with CME of at least $5 million in cash or 



Cleared OTC Derivatives 
 

      September 2013 5-5 

collateral to assure performance of all obligations arising out of OTC derivatives submitted by it 
to the Clearing House. 
 
The Clearing House Risk Committee, the CDS Risk Committee, IRS Risk Committees or the 
Clearing House may prescribe additional financial, including guaranty fund deposit, 
requirements.   
 
 
 
Clearing of Customer Activity  
 
If the clearing member will clear customer accounts, it must be properly registered or 
authorized for such activity by its primary regulator and it must be registered as an FCM with 
the CFTC and NFA.  FCMs are subject to CFTC rules and regulations including rules and 
regulations pertaining to regulatory capital, financial reporting and customer protection.  
Information on FCM registration can be obtained from the National Futures Association 
(www.nfa.futures.org or 312.781.1300). CFTC rules and regulations can be found on their Web 
Site at www.cftc.gov.    
 
OTC derivatives submitted to clearing for the account of a customer will be assigned and held 
in a Cleared Swap customer account unless the CFTC has issued an order permitting particular 
OTC derivatives products to be commingled in customer segregated accounts.  Refer to Rule 
8F03. (Classification of Positions).   Refer to CFTC Rules 1.20 through 1.32 regarding customer 
segregated protection and CFTC Part 22 rules regarding cleared swap customer protection.   
 
A clearing member must comply with the requirements of Rule 971 (Segregation, Secured and 
Cleared Swaps Customer Account Requirements). These requirements include: 
  

• Maintaining at all times sufficient funds in segregated, secured 30.7 or cleared swap 
customer accounts; 

• Computing, recording and reporting the Segregation, Secured 30.7 and Cleared Swap 
Amounts Statements; 

• Obtaining satisfactory segregation, secured 30.7 and cleared swap acknowledgement 
letters; and 

• Preparing and reporting daily Segregation, Secured 30.7 and Cleared Swap Amounts 
Statements. 

 
In addition, clearing members must provide immediate written notice to CME Group’s FRS 
Department of a failure to maintain sufficient funds in segregation, secured 30.7 or cleared 
swap accounts.  Refer to Rule 971. (Segregation, Secured and Cleared Swaps Customer 
Account  Requirements). 
 
All clearing members must ensure that its customers meet any eligibility requirements 
established for trading certain OTC derivatives products.  For example, customers who will 
trade credit default or interest rate swaps must meet the qualifications for Eligible Contract 
Participant as defined in CFTC regulations.   
 

http://www.nfa.futures.org/
http://www.cftc.gov/
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.   
 
All OTC derivative transactions must be identified with an account number which identifies the 
originator of the transaction and indicate whether the transaction was executed as a proprietary 
or customer transaction.  In addition, an OTC Clearing Member must register all “ultimate” or 
end customers.  Refer to Rule 8F09. (Customer Registration)   
 
All OTC clearing members are subject to risk management and monitoring practices by CME 
related to transactions submitted to the Clearing House.  OTC Clearing Members shall promptly 
provide all information requested by Clearing House staff, including, without limitation, 
information respecting risk, settlement, liquidity, and operational issues.  OT Clearing Members 
shall make information and documents regarding their risk management policies, procedures 
and practices available to the CFTC upon the CFTC’s request.  Refer to Rule 8F10.  (Risk 
Management).   
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Financial Reporting Requirements 
 
Designated Self-Regulatory Organization (DSRO) 
 
All clearing members will be assigned a DSRO.  A clearing member’s DSRO is its lead regulator 
for the futures industry.   
 
DSRO assignments are decided by the Joint Audit Committee which is composed of 
representatives of all domestic futures exchanges and National Futures Association.  For the most 
part, a DSRO is determined based upon where a clearing member was first elected to 
membership and where the bulk of the clearing member’s business (trading activity) is conducted. 
 
In general, clearing member applicants who are applying to CME for their first U.S. commodity 
exchange membership will have CME as their DSRO, while clearing members holding other U.S. 
commodity exchange memberships at the time of application will continue with their current 
DSRO. 
 
Financial Statement Filings – Daily 
 
All FCM clearing members must submit, on a daily basis, daily segregated, secured 30.7 and 
cleared swap customer statements (“Daily Seg 1-FR” for FCMs and “Daily Seg FOCUS II” for 
dually registered FCM-Broker/Dealers),  as applicable, through WinJammer  by 12:00 noon on 
the following business day.  These statements must be signed off by the firm’s Chief Executive 
Officer, Chief Financial Officer or their designated representatives as allowed.   
 
Financial Statement Filings – Bi-Monthly 
 
All FCM clearing members must submit a report of investments as of the 15th and last business 
day of the month through WinJammer by the close of business on the following business day.  
The report will detail the dollar amount of funds held by depository and by permitted investment as 
outlined in CFTC Regulation 1.25(a).  The investment reports must be submitted by segregated, 
secured 30.7 and cleared swap customer origin. 
 
Financial Statement Filings - Monthly 
 
All non-Bank clearing members must submit monthly Form 1-FRs (all non-Broker/Dealers) or 
FOCUS Reports (dually registered FCM-Broker/Dealers), including Exchange Supplemental 
Information, through the WinJammer system within seventeen (17) business days of month-end.  
Such monthly reporting includes the submission of an unaudited monthly report as of fiscal year-
end.   
 
The Exchange Supplemental Information required in the financial filing includes: 
 

• Capital to be withdrawn within 6 months;  
• Subordinated Debt maturing within 6 months;  
• Subordinated Debt due to mature within 6 months that you plan to renew; and  
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• Additional capital requirement for excess margin on Reverse Repurchase Agreement.* 
       *  Information is only applicable to broker/dealers 

 
This additional information is required in order for the FRS Department to monitor a clearing 
member’s capital level and decreases which are known and will occur within the next six months. 
 
All monthly financial statements must be submitted through the WinJammer system, an electronic 
filing system.  In order to file the statements using the WinJammer system, authorized financial 
statement submitters are granted access to WinJammer.  In order to gain access and obtain 
approval for a submitter, you may visit the WinJammer web site at: 
http://wjammer.com/newWeb/home.asp#.  The information can be located under Getting Started. 
Should you encounter difficulty, please e-mail wjammer@cmegroup.com or call 312-930-3230.   
 
Bank clearing members are required to file any and all financial reports which are filed with its 
primary regulator.  However, such financial reports must be file on, at least, a quarterly basis, 
including as of the Bank clearing member’s fiscal year-end, and are due five days after such 
statements are filed with its primary banking regulator.  These financial reports must demonstrate 
compliance with the Exchange minimum capital requirements. 
 
ome.asp#     The Pin information can be located under 
Financial Statement Filings – Annually  
 
All non-Bank clearing members are required to submit certified financial statements to the FRS 
Department. Broker/dealer clearing members are required to submit certified financial statements 
within sixty (60) days of their fiscal year-end.  Clearing members who are not registered as 
broker/dealers are required to submit certified financial statements within ninety (90) days of their 
fiscal year-end.  The requirements of certified financial reports of broker/dealers are specified in 
SEC Rule 17a-5 and the requirements of certified financial reports of FCMs are specified in CFTC 
Regulations 1.10 and 1.16.    
 
Bank clearing members must submit an annual certified financial statement to CME Group’s FRS 
Department.  The annual certified financial statement is due five days after such statements are 
filed with its primary banking regulator. 
 

   
Financial Statement Filings - More Frequent Financial Reporting 

   
Clearing Members may be placed on more frequent reporting for "just cause" at the discretion of 
the Exchanges, including the Clearing House Risk Committee.  Generally, more frequent 
reporting would result from on-going financial difficulties or significant problems discovered during 
a review of the clearing member.  Examples of more frequent reporting include the submission of 
daily or weekly capital computations.   
 
 
Notification Requirements 
 

http://wjammer.com/newWeb/home.asp
mailto:wjammer@cmegroup.com
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Financial Notifications 
 
1. All (DSRO and Non-DSRO) clearing members must provide written notice to the FRS 

Department whenever the clearing member:  
 

• Fails to maintain minimum capital requirements;  
• Fails to maintain early warning capital requirements;  
• Fails to maintain current books and records;  
• Determines the existence of a material inadequacy as specified in CFTC 

Regulation 1.16(d)(2); 
• Changes its fiscal year;  
• Changes its public accountant; or  
• Fails to comply with Exchange prescribed additional accounting, reporting, 

financial, and/or operational requirements.   
 

Refer to Rule 970.A.3. and Rule 970.D. (Financial Requirements). 
 

2. All (DSRO and Non-DSRO) clearing members must provide written notice to the FRS 
Department if the clearing member fails to maintain sufficient funds in segregation, 
secured 30.7 or cleared swap customer accounts.   

 
Refer to Rule 971.C. (Segregation, Secured and Cleared Swaps Customer Account 
Requirements). 

 
3. All (DSRO and Non-DSRO) clearing member FCMs must provide written notice or pre-

approval (by CEO, CFO or authorized representative) to the FRS Department for all 
disbursements not made for the benefit of a customer from a segregated, secured 30.7 or 
cleared swap customer account which exceed 25% of the FCM clearing member’s excess 
segregated, secured 30.7 or cleared swap customer origin, as applicable, of the most 
recent calculation. 

 
 Refer to Rule 971.D. (Segregation, Secured and Cleared Swaps Customer Account 

Requirements) 
 
4. All (DSRO and Non-DSRO) non-Bank clearing members must provide written notice to the 

FRS Department of any reductions in net capital as reported on the Form 1-FR, or 
tentative net capital as reported on the FOCUS Report for broker/dealers, of 20% or more 
from the most recent filing of such report within two business days of the event or series of 
events causing the reduction.  

 
 All (DSRO and Non-DSRO) non-Bank clearing members must provide written notice to the 

FRS Department at least two business days in advance of any planned reductions to 
equity capital if it would cause a reduction in excess net capital of 30% or more.  

 
Bank clearing members must provide notice if any event or series of events, including 
any withdrawal, advance, loan or loss would cause, on a net basis, a reduction in Tier I 
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capital as reported on the most recent filing of a financial report, of 20% or more.  Notice 
must be provided within five business days of the event or series of events causing the. 

 
 Refer to Rule 972. (Reductions in Capital). 
 
5.  Clearing members for which the CME, CBOT, NYMEX or COMEX is its DSRO must 

provide written notice to the FRS Department if a performance bond call in any account 
(customer, noncustomer, or omnibus) exceeds the clearing member’s adjusted net capital 
or if a performance bond call exceeding the clearing member’s excess net capital remains 
unanswered by the close of business the day following the issuance of the call.   

 
Refer to CFTC Regulations 1.12(f)(3) and 1.12(f)(4). 

 
 
Other Notifications  
 
1. Significant Business Transaction or Change in Operations.  All clearing members are 

required to provide notice to the Exchanges prior to any significant business transaction.  
The purpose of such notification is to enable the Exchanges to better identify and monitor 
risks presented by significant business transactions.  The notification requirements are 
contained in Rule 901.H. (General Requirements and Obligations) and are as follows: 

 
All clearing members must notify the FRS Department prior to any significant business 
transaction or significant change in operations including: 

 
• the merger, combination, or consolidation between the clearing member and 

another person or entity;  
• the assumption or guarantee by the clearing member of all or substantially all of 

the liabilities of another in connection with a direct or indirect acquisition of all or 
substantially all of that person's or entity's assets;  

• the sale of a significant part of the clearing member's business and/or assets to 
another person or entity;  

• a change in the direct or indirect beneficial ownership of 20% or more of the 
clearing member;  

• any change in the clearing member's system provider used to process trades; and  
• an increase in the number of members qualified by the clearing member. 

 
Such transactions may be subject to review and approval by the Clearing House Risk 
Committee or Exchange staff. 

 
In addition, a clearing member that qualifies members must provide fifteen (15) days 
notice to the Exchanges of any proposal to terminate such business or any material part of 
such business. 

 
2.  Ownership Changes.  All clearing members must submit and maintain with the FRS 

Department a current list of every person or entity that is directly, or indirectly through 
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intermediaries, the beneficial owner of 5% or more of any class of equity security of the 
clearing member.   

 
The FRS Department requires notification as soon as any changes in ownership structure 
occur.  Such changes should be accompanied by updated parent guarantee agreements 
as necessary in accordance with Rule 901.L. (General Requirements and Obligations). 

 
3. Firm Contact Listings.  Maintaining up-to-date personnel contact information is critical in 

order to continue communications with our clearing members during normal, as well as 
crisis, situations.  Therefore, clearing members are required to immediately notify the 
Exchanges of all changes to its key personnel.  Further, on a semi-annual basis, the FRS 
Department requests an update from all clearing members as to its key personnel. 

 
 

 
  

Other Requirements 
 
Anti-Money Laundering and Economic Sanctions Compliance 
 
All clearing members are required to have a written compliance program approved by its senior 
management which is reasonably designed to achieve and monitor the clearing member’s 
compliance with all applicable requirements of the Bank Secrecy Act, the International Emergency 
Economic Powers Act, the Trading with the Enemy Act, Executive Orders and the regulations 
issue by the U.S. Department of Treasury.     
 
Refer to Rule 981 (Anti-Money Laundering and Economic Sanctions Compliance).     
 
Risk Management 
 
All clearing member must have written risk management policies and procedures in place to 
ensure they are able to perform certain basic risk and operational functions at all time. 
 
Refer to Rule 982  (Risk Management) 
 
Disaster Recovery and Business Continuity  
 
All clearing members must have written disaster recovery and business continuity policies and 
procedures in place to ensure they are able to perform certain basic operational functions in the 
event of a significant internal or external interruption to their operations.  Depending on the firm’s 
size and its business and product mix, clearing members must have procedures in place to allow 
them to continue to operate during periods of stress or to transfer accounts to another fully 
operational clearing member with minimal disruption to either the Clearing House or their 
customers.  Clearing members must perform periodic testing of disaster recovery and business 
continuity plans, have duplication of critical systems at back up sites and periodically back-up 
critical information.   
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Refer to Rule 983 (Disaster Recovery and Business Continuity).   
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The parent guarantee requirements of the Exchanges are stated in Rule 901.L. (General 
Requirements and Obligations).  Unless an exemption is granted, all clearing members must 
submit to the Exchanges a written guarantee, on a form provided by the Exchange, from each 
person or entity owning 5% or more of the equity securities of the clearing member. 
 
A parent guarantee shall guarantee all obligations of the clearing member to the Clearing House 
arising out of noncustomer and proprietary accounts cleared by the clearing member.  These 
accounts are classified and carried in the house origin of the clearing member and are defined in 
CFTC Regulation 1.3(y).   
 
Such noncustomer and proprietary obligations covered under the parent guarantee include 
performance bond and settlement for noncustomer and proprietary positions held and cleared, 
noncustomer and proprietary trades executed by traders qualified by the clearing member until 
accepted for clearing by another clearing firm, and noncustomer and proprietary trades executed 
and processed through the Give Up System (“GUS”) by the clearing member until accepted for 
clearing by another clearing firm. 
 
A parent guarantee shall not apply to any obligations of the clearing member to pay an 
assessment to the Clearing House pursuant to Rule 802.B. (Protection of Clearing House - 
Satisfaction of Clearing House Obligations).  Note: Rule 802.B. sets forth a clearing member's 
financial responsibilities in the event of a default of another clearing member. 
 
 
Ownership Information and Structure 
 
All clearing members must submit and maintain with the FRS Department a current list of every 
person or entity that directly or indirectly through intermediaries, is the beneficial owner of 5% or 
more of any class of equity security of the clearing member.  If such person or entity owns the 
clearing member indirectly through intermediaries, all intermediaries must be listed, including, if a 
corporation, all shareholders who own 5% or more of any class of equity security, or, if a 
partnership, all general and any limited or special partners who have contributed 5% or more of 
the partnership's capital.  If the intermediary's shareholders or partners are not individuals, the 
clearing member must include the chain of ownership of 5% shareholders, general partners and 
5% limited or special partners until individuals are listed. 
 
For purposes of parent guarantee requirements, the term "equity security" shall include any stock, 
partnership interest or similar security; or any security convertible, with or without consideration, 
into such a security, or carrying any warrant or right to subscribe to or purchase such a security; 
or any such warrant or right; or any other security which the FRS Department shall deem to be of 
similar nature and consider necessary or appropriate to treat as an equity security. 
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Application of Parent Guarantee Requirements 
 
A clearing member's ultimate parent should provide a parent guarantee unless an intermediate 
company providing a guarantee has capital greater than or equal to $300,000,000.  Note:  If the 
parent company is a regulated entity, capital shall be defined as adjusted net capital.  If the parent 
company is a non-regulated entity, capital shall be defined as assets less liabilities plus 
acceptable subordinated debt. 
 
All parent guarantees must be submitted on Exchange-approved forms.   
 
 
Full Parent Guarantee  
 
An individual or an entity is required to execute a full guarantee if the individual or entity owns, 
directly or indirectly, 50% or more of the clearing member.  Refer to Exhibit E.  
 
If the parent guarantee is not executed on behalf of an individual, such guarantee shall be signed 
by an authorized officer for a corporation, an authorized member or manager for a limited liability 
company, a general partner of a partnership or the trustee (not the beneficiary) of a trust.  In 
addition, the guarantor must submit a Board of Director’s resolution or similar written 
documentation stating the guarantor’s decision to guarantee the clearing member’s obligations to 
the Exchange under Rule 901.L. (General Requirements and Obligations) and granting such 
officer, member, manager or partner authority to sign the guarantee.  Refer to Exhibit G  
 
 
Partial Parent Guarantee 
 
A partial guarantee is required for individuals or entities owning, directly or indirectly, 5% or more 
but less than 50% of the clearing member.  The individual or entity need only provide a guarantee 
to the extent of their ownership.  Refer to Exhibit F. 
 
If the partial parent guarantee is not executed on behalf of an individual, such guarantee shall be 
signed by an authorized officer for a corporation, an authorized member or manager for a limited 
liability company, a general partner of a partnership or the trustee (not the beneficiary) of a trust.  
In addition, the guarantor must submit a Board of Director’s resolution or similar written 
documentation stating the guarantor’s decision to guarantee the clearing member’s obligations to 
the Exchange under Rule 901.L. (General Requirements and Obligations) and granting such 
officer, member, manager or partner authority to sign the guarantee.  Refer to Exhibit G.  
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Parent Guarantee Exemptions 
 
A clearing member may request an exemption from the parent guarantee requirements due to 
one of the following: 
 

• The clearing member maintains $300,000,000 or more in adjusted net capital.  
 

• The clearing member does not clear, execute and give-up, or qualify individual traders 
who execute non-customer or proprietary trades for Exchange contracts. 

 
• The clearing member has minimal activity in their house origin.   

 
• For clearing members clearing only exchange traded futures and options on futures, the 

clearing member maintains $30,000,000 or more in adjusted net capital and posts an 
additional deposit of funds equal to 1.25 times the minimum house performance bond 
requirement. (Note:  This additional deposit of funds to the Clearing House is not 
considered performance bond and will therefore not affect a firm’s minimum capital 
requirement.) 

 
A clearing member is determined to have minimal activity in the house origin if the average house 
performance bond requirement is less than 1% of the firm’s excess adjusted net capital up to a 
maximum house performance bond requirement of $500,000.  The average house performance 
bond requirement is recalculated and reviewed quarterly by the Clearing House.  In addition, 
clearing members receiving this exemption are monitored to ensure that all execution-only 
business or other significant volume is not part of their house activity.  If a clearing member 
exceeds these thresholds, it is allowed 2 weeks to either scale down the activity, move the 
positions to another clearing firm or provide the appropriate guarantee(s).   
 
The exemption request must be in writing and submitted to the FRS Department.  The request will 
be reviewed during the approval process. 
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Cross-Guarantee Agreement 
 
Rule 901.G. (General Requirements and Obligations) states that if any person directly or indirectly 
controls, owns 10% or more of, or has the right to 10% or more of the profits of two or more 
clearing members, then each clearing member shall guarantee the obligations of the other 
clearing members to the Exchanges.  If a cross guarantee affiliation exists, absent an exemption, 
only one entity may trade in a given OTC clearing class within the house origin (i.e., only one 
entity may clear IRS activity and one entity may clear CDS activity).   
 
Each clearing member shall execute a written guarantee to the Exchanges on an approved form.  
Refer to Exhibit H.   
 
The cross-guarantee shall be signed by an authorized officer for a corporation, an authorized 
member or manager for a limited liability company, or a general partner of a partnership.  In 
addition, each clearing member shall submit a Board of Director’s resolution or similar written 
documentation stating the clearing member’s decision to execute such Cross-Guarantee 
Agreement and granting such officer, member, manager or partner authority to sign the 
guarantee. 
 
A cross-guarantee shall guarantee all obligations of the clearing member to the Clearing House 
arising out of customer, noncustomer and proprietary accounts cleared by the clearing member.   
 
Such customer, noncustomer and proprietary obligations covered under the cross-guarantee 
include performance bond and settlement for customer, noncustomer and proprietary positions 
held and cleared; customer, noncustomer and proprietary trades executed by traders qualified by 
the clearing member until accepted for clearing by another clearing firm; and, customer 
noncustomer and proprietary trades executed and processed through the Give Up System 
(“GUS”) by the clearing member until accepted for clearing by another clearing firm. 
 
A cross-guarantee shall also apply to any obligations of the clearing member to pay an 
assessment to the Clearing House pursuant to Rule 802.B. (Protection of Clearing House - 
Satisfaction of Clearing House Obligations).  Note: Rule 802.B. sets forth a clearing member's 
financial responsibilities in the event of a default of another clearing member. 
 
The FRS Department may grant exemptions from the cross-guarantee requirements.   
 
Note:  For cross-guarantees pertaining to clearing members transacting IRS or CDS products, 
please refer to Chapter 5. 
 
 
Guarantee of Obligations to the Clearing House 
 
A guarantee of obligations to the Clearing House must be obtained whenever: 
 
1. A clearing member reorganizes into a different legal entity, such as a corporation 

reorganizing to a limited liability company; or 
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2. A clearing member is replaced by a different company within the same corporate structure 
and the new clearing member wishes to utilize the membership assignments of the 
withdrawing clearing member during the 60-day posting period. 

 
A guarantee of obligations to the Clearing House must be executed on an Exchange-approved 
form.  The guarantee of obligations is between the new clearing member and the existing clearing 
member.  It must be accepted and signed by both parties.  Refer to Exhibit I.   
 
The guarantee of obligations shall be signed by an authorized officer for a corporation, an 
authorized member or manager for a limited liability company, or a general partner of a 
partnership. In addition, the clearing member shall submit a Board of Director’s resolution or 
similar written documentation stating the clearing member’s decision to reorganize or replace an 
affiliated company (as applicable) and granting such officer, member, manager or partner 
authority to sign the guarantee. 
 
Within the guarantee, the new clearing member unconditionally guarantees and assumes all 
obligations of the current clearing member to the Clearing House.  Examples of such obligations 
include, but are not limited to, out-trades, open complaints, clearing fee liabilities arising from past 
transactions, delivery obligations, valid Exchange claims, and outstanding bid guarantees.  
 
In addition, the new clearing member assumes responsibility for all agreements entered into by 
the existing clearing member with the Exchanges.  Examples of such agreements include, but are 
not limited to, membership assignments, trader qualification agreements, authorized signatures, 
transfers pursuant to Rules 106.D. and 106.F., trading authorizations and consents to qualified 
members and lessees to have accounts at clearing members other than their qualifying clearing 
member.  
 
There is no time restriction on the guarantee. 
 
 
Guaranty Fund Guarantee of Obligations 
 
Under limited conditions, such as a clearing membership replacement or merger with an affiliated 
company, the new or surviving clearing member may assume the existing guaranty fund deposit 
of the withdrawing clearing member during the 60-day posting period of the withdrawing clearing 
member.  This eliminates the affiliates having to maintain two guaranty fund deposits with the 
Clearing House during the 60-day posting period.   
   
By executing the Guaranty Fund Guarantee of Obligations, the new or surviving clearing member 
agrees to pay all valid claims filed pursuant to Rules 110 and 913 against the withdrawing clearing 
member.  The guarantee is limited to the amount of guaranty fund assumed by the new or 
surviving clearing member.  The guarantee remains in effect until all claims have been resolved.   
 
To utilize a Guaranty Fund Guarantee of Obligations, a written request must be directed to FRS 
Department staff.  FRS Department staff will consider how the replacement or reorganization is 
structured and the relationship of the parties.  If approved, a Guaranty Fund Guarantee of 
Obligations must be executed on an Exchange approved form.  Refer to Exhibit J.  The Guaranty 
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Fund Guarantee of Obligations must be signed by an authorized officer for a corporation, an 
authorized member or manager for a limited liability company, or a general partner of a 
partnership.  
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The Clearing House allows the use of letters of credit in meeting performance bond requirements 
on positions at the clearing house level.  The Clearing House accepts letters of credit in 
accordance with Rule 820. (Performance Bonds).  
 
Clearing members may accept letters of credit from their customers for performance bond in 
accordance with Rule 930.C. (Account Holder Performance Bond Requirements: Acceptable 
Performance Bond Deposits).   
 
All letters of credit must be irrevocable and drawable in the continental United States. 
 
 
Clearing House Letters of Credit 
 
Letters of credit deposited with the Clearing House must be in Clearing House approved formats 
from a Clearing House approved bank.   Refer to CME Clearing House Manual of Operations for 
approved formats and approved banks or CME Group’s Web site at: 
http://www.cmegroup.com/clearing/financial-and-collateral-management/collateral-types-accepted.html. 
 
In addition, the Clearing House accepts pass-through letters of credit for margining of CME, 
CBOT, NYMEX and COMEX positions; that is, letters of credit deposited by a clearing member’s 
customers/noncustomers and passed-through to the Clearing House. Both the clearing member 
and the Clearing House are beneficiaries of such pass-through letters of credit. 
 
A clearing member (a bank or other organization) is not allowed to post with the Clearing House a 
letter of credit issued by itself or any of its affiliates.   
 
A clearing member may meet a maximum of 40% of its core performance bond requirements with 
letters of credit.  For a complete list of acceptable collateral and product class restrictions, refer to 
CME Group’s website at: http://www.cmegroup.com/clearing/financial-and-collateral-management. 
   
 
Clearing Firm Letters of Credit 
 
Letters of credit accepted by clearing firms from their customers/noncustomers to meet 
performance bond requirements on CME, CBOT, NYMEX and COMEX positions must be in 
Exchange-approved formats.  For approved formats refer to CME Group’s Web site at:  
http://www.cmegroup.com/clearing/financial-and-collateral-management/collateral-types-accepted.html.  
 
A clearing member may not accept a letter of credit from a customer/noncustomer which is issued 
by the customer/noncustomer, an affiliate of the customer/noncustomer, the clearing member, or 
an affiliate of the clearing member. 

http://www.cmegroup.com/clearing/financial-and-collateral-management/collateral-types-accepted.html
http://www.cmegroup.com/clearing/financial-and-collateral-management
http://www.cmegroup.com/clearing/financial-and-collateral-management/collateral-types-accepted.html
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Clearing Fees  
 
Clearing, Exchange and Globex® fees are assessed per side (the buy and the sell side) on all 
Exchanges futures and options contracts according to the published schedules then in effect. 
Clearing members are invoiced on a monthly basis for all fees.  The fee schedules of CME, 
CBOT, NYMEX and COMEX are located on CME Group’s Web site at: 
http://www.cmegroup.com/company/clearing-fees/index.html.   
 
Proprietary trading activity of clearing members with shares and related Rule 106.I. members 
must conform to CME Group member fee policies.  Refer to Exhibit K.  A Proprietary Trading 
Attestation indicating if proprietary trading activity is conducted by the clearing member with 
shares applicant and, if so, that it conforms to CME Group fee policies, must be executed and 
submitted with the clearing membership application.  Refer to Exhibit L.   A Proprietary Trading 
Attestation is included in the Application for Clearing.   
 
The Exchange Fee System (EFS) provides the clearing member with online transactional viewing 
and an adjustment facility for clearing fees.  Clearing firms have the ability to reallocate current 
month trades, exercises, assignments, and deliveries by account on a daily basis and resubmit 
the transactions through the Exchange Fee Systems.  Clearing firms are able to make intra-month 
and inter-month adjustments that will automatically be reprocessed.  Only inter-month 
transactions appear separately on the clearing firm’s month-end statement.  A clearing firm may 
make adjustments to its calculated fees up to two months after the fee month ends. 
 
Clearing members are required to complete, sign and submit an Authorization Agreement for Pre-
Authorized Payments for clearing and non-clearing charges (i.e. telecom, floor space fees, etc.) to 
Sherry Labanco, Accounting, at (312) 338-2642 or at Sherry.Labanco@cmegroup.com and 
*Accounts Receivable.  (A voided check will also need to be submitted.)  Refer to Exhibit M (One 
form for futures and options and one form for OTC).  The agreement must be signed by an 
authorized senior officer of the clearing member. 
 
For more information on clearing fees or Exchange Fee Systems, contact 
EFSAdmin@cmegroup.com or the Fee Hotline at (312) 648-5470 or the FRS Department at (312) 
930-3230.  
     
 
Give-Up Payment System (“GPS”) 
 
The Give-Up Payment System (“GPS”) is a billing system for give-up business that 
automatically transfers funds on a monthly basis between executing and carrying firms using 
the Harris Bank ACH System.  Use of GPS at the Clearing House is mandatory for those 
entities conducting give-up business. 
 
Clearing members who will clear CME, CBOT, NYMEX or COMEX products are required to 
complete, sign and submit a Clearing Member Agreement and Participation Form (including a 
voided check), along with an IRS W-9 Form (or W-8BEN for non-U.S. entities), to the Clearing 
House before executing trades.  Refer to Exhibit N.   

http://www.cmegroup.com/company/clearing-fees/index.html
mailto:Sherry.Labanco@cmegroup.com
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In addition, an Online System Access Request Form and CME Firm Definition Request Form 
must be completed, signed, and submitted to the Customer Support Desk.  The Online System 
Access Request Form must be completed for each individual that will maintain the system at 
the clearing member.  Refer to Exhibit O.  These forms allow the users the ability to set rates, 
change accounts, and add new agreements online as well as transmit and receive data.  The 
completed forms should be faxed to the CME Group Clearing Services at (312) 207-2525 or 
ccs@cmegroup.com.  
 
For further information concerning GPS, please contact: CME Group Clearing Services at (312) 
207-2525 or ccs@cmegroup.com. 
 
 
Brokerage Payment System (“BPS”) 
 
CME Group’s Brokerage Payment System (“BPS”) is a web based application that facilitates 
brokerage payments to filling brokers by member firms by automatically debiting the member 
firms’ bank accounts and crediting the brokers’ bank accounts.  This system eliminates the 
costly labor-intensive task of preparing and distributing checks to brokers each month, and 
assures timely brokerage payments.  Use of BPS at CME, CBOT, NYMEX and COMEX is 
mandatory if the firm has floor brokers/traders. 
 
Clearing members who will clear CME, CBOT, NYMEX or COMEX products are required to 
complete, sign and submit a Brokerage Payment System Clearing Member Participation Form 
(including voided check), along with an IRS W-9 Form (or W-8BEN for non-U.S. entities), to the 
Clearing House.  Refer to Exhibit P. The agreement and applicable IRS Form must be signed by 
an authorized senior officer of the clearing member.   
 
Finally, to utilize BPS, all brokers that fill orders for a clearing member must have a Brokerage 
Payment System Broker Agreement for NYMEX and COMEX brokers (including a voided check) 
or a Brokerage Payment System Floor Broker Agreement for CME and CBOT brokers, along with 
an IRS W-9 Form (or W-8BEN for non-U.S. entities), on file with the Shareholder Relations and 
Membership Services Department.  Refer to Exhibit Q for CME and CBOT brokers and Exhibit R 
for NYMEX and COMEX brokers. 
 
If the clearing member firm conducts 100% of its trading through Globex-API, this form is not 
required (i.e., this includes if the firm is solely an OTC Clearing Member applicant).  However, if 
the clearing member conducts trading through ClearPort and its brokers have elected to be 
compensated through BPS, this form is required.  For further information concerning BPS, please 
contact: 
 
• Farris Oweimrin, Manager, Clearing House/Risk Management  

Phone:  (312) 648-4780   e-mail:  Farris.Oweimrin@cmegroup.com 
• Jule Mondschein, Supervisor, Shareholder Relations & Membership Services,  
      Phone:  (312) 435-3485         e-mail:  Julie.Mondschein@cmegroup.com 

mailto:foweimri@cme.com
mailto:jmondsch@cme.com
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Other Shareholder Relations and Membership Services Department Forms 
 
Clearing members who will clear CME, CBOT, NYMEX or COMEX products are required to 
execute a Certificate with Respect to Corporate Resolutions (Refer to Exhibit G), a Designated 
Spokesperson Acknowledgement (Refer to Exhibit S) and IRS W-9 Form (in addition to the IRS 
W-9 Form executed in conjunction with the GPS and BPS agreements).   
 
The Certificate with Respect to Corporate Resolutions designates an individual who is authorized 
to execute documents on behalf of the clearing member for membership purchases, sales, 
transfers, and assignments as well as other documents that may be required by the Shareholder 
Relations and Membership Services Department.   
 
The Designated Spokesperson Acknowledgement designates an individual at the clearing 
member who the Shareholder Relations and Membership Services Department may contact if it 
has questions pertaining to the clearing member’s memberships, shares or qualified traders. 
 
An original IRS W-9 Form is required from all clearing members with shares by ComputerShare, 
the transfer agent for all CME Group Class A shares.   
 
 
CME Globex® 
 
In 1992, CME launched CME Globex® (“Globex”), an innovative electronic trading platform for 
after-hours trading of CME products.  Today, Globex offers customers around the world the 
capability to trade CME, CBOT, NYMEX and COMEX key foreign exchange, equity, interest rate, 
metal, energy and commodity products 23 hours a day, five days a week.  Globex provides fast, 
flexible, and reliable access to market information, order entry and order management.   
 
Clearing members have direct access to Globex for entry of their own orders and customer 
orders.  In addition, clearing members may authorize Globex access for customers to directly 
enter their orders.  For customers for whom the clearing member has authorized access, the 
clearing member must: 
 

• Guarantee and assume full responsibility for all activity through the terminal; 
• Assist the Exchange in any investigation into potential violations of Exchange rules or the 

Commodity Exchange Act (“CEA”); and 
• Suspend or terminate the customer’s Globex access if the Exchange determines that the 

actions of the customer threaten the integrity or liquidity of any contract or violate any rules 
of the Exchange or the CEA, or if a customer fails to cooperate in an investigation.   

 
Access to Globex is available through Exchange provided trading software as well as software 
designed by brokerage firms and independent software vendors (ISVs).   Globex Trader® is CME 
Group's proprietary front-end application for trading on Globex and provides order execution 
and market data capabilities for Globex markets only.  It has the capability to connect to Globex 
using either the Internet or a direct data connection.  
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FCMs, Introducing Brokers and ISVs also offer customers trading applications that are enabled 
for trading Globex products and provide connectivity through a number of different means, 
including the Internet, through the vendor's private network or data center, or via direct 
connections from the customer to the Exchange.  

On the Exchange trading floor, traders can access Globex products through the GALAX-C™ 
electronic handheld trading system provided by CME Group.  In addition, third-party handheld 
solutions are available from a number of vendors for trading applicable CME, CBOT, NYMEX 
and COMEX products on the Exchange trading floor.  
Additional information on accessing Globex is available on the Web site at  
http://www.cmegroup.com/globex/introduction/.  
 
For further information on Globex, please contact Globex Control Center (312) 456-2391 or in 
Europe at 44-20-7623-4708 or e-mail at gcc@cmegroup.com.    
  

http://www.cmegroup.com/globex/introduction/
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Contact Listing 
 
Kim Taylor President Clearing House  

 
(312) 930-3156 Kim.Taylor@cmegroup.com   

 
Tim Doar Managing Director, Chief Risk 

Officer 
 

(312) 930-3162 Tim.Doar@cmegroup.com 

Anne Bagan Managing Director, FRS Dept (312) 930-3140 Anne.Bagan@cmegroup.com  
 

    
    
    
Audit Department    

Debbie Kokal Executive Director,  
FRS Dept  

(312) 930-3235 Debbie.Kokal@cmegroup.com 

Cathy Downs Senior Director, FRS Dept (312) 648-3802 Cathleen.Downs@cmegroup.com 
 

Laurie Egan Director, FRS Dept (312) 338-2405 Laurie.Egan@cmegroup.com 
 

Kristen Klein Director, FRS Dept (312) 930-3236 Kristen.Klein@cmegroup.com 
 
 

Clearing House     

Dale Michaels  
 
Steve Staszak 

Managing Director, Risk Mgmt   
 
Executive Director, Operations 

(312) 930-3062 
  
(312) 930-3189 

Dale.Michaels@cmegroup.com  
 
Steve.Staszak@cmegroup.com  

    

Michael Kobida Executive Director, Collateral 
Services 

(312) 454-8961 Michael.Kobida@cmegroup.com  

    
    
    
Shareholder Relations and Membership Services    

Bob Krewer Director  
 

(312) 435-3473 Robert.Krewer@cmegroup.com  

Beth Hausoul 
 
 
Bridget Sullivan 
 
 
Jule Mondschein 

Manager 
 
 
Manager, New York Memberships 
 
 
Supervisor 

(312) 930-3484 
 
 
(212) 299-2375 
 
 
(312) 435-3485 

Elizabeth.Hausoul@cmegroup.com  
 
 
Bridget.Sullivan@cmegroup.com  
 
 
Jule.Mondschein@cmegroup.com 

 
 
Joyce Blau 
 
 
 
 

 
 
Supervisor, Chicago 
Memberships  
 
 
 
 

 
 
(312) 435-3460 
 
 
 
 

 
 
Joyce.Blau@cmegroup.com  
 
 
 
 
 

 
 

mailto:Kim.Taylor@cmegroup.com
mailto:Tdoar@cme.com
mailto:Anne.Bagan@cmegroup.com
mailto:Dkokal@cme.com
mailto:Cdowns@cme.com
mailto:Laurie.Egan@cmegroup.com
mailto:Kristen.Klein@cmegroup.com
mailto:Dale.Michaels@cmegroup.com
mailto:Sstaszak@cme.com
mailto:Mkobida@cme.com
mailto:Rkrewer@cme.com
mailto:Elizabeth.Hausoul@cmegroup.com
mailto:Bridget.Sullivan@cmegroup.com
mailto:Jmondsch@cme.com
mailto:Joyce.Blau@cmegroup.com
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Resource Guide 
 
Rule Books and Exchange Manuals     
• CFTC Regulations  

www.access.gpo.gov/nara/cfr/waisidx_03/17cfrv1_03.html  
 

• CME Clearing House Manual of Operations 
 

• CME, CBOT, NYMEX and COMEX Rule Books 
http://www.cmegroup.com/market-regulation/rulebook/                
 

• NFA Rule Book 
www.nfa.futures.org 

 
 
Commodity Manuals 
 
• CME Cross-Margins Guide 
• CFTC 1-FR Instruction Manual     http://wjammer.com/jac/     
• CFTC Financial & Segregation Interpretations 1-14   www.cftc.gov/tm/tmfinseg.htm#finseginterps  
• CFTC Advisories and Interpretative Letters                                    www.cftc.gov/opa/opaletters.htm  
• Joint Audit Committee (JAC) Foreign Futures and Options Guide    www.wjammer.com/jac/ 
• Joint Audit Committee (JAC) Margins Handbook            www.wjammer.com/jac/  
 
 
Publications 
 
CME Group 
• CME Group Inc.’s Annual Report 

http://investor.cmegroup.com/investor-relations/financials.cfm     
 

• The Financial Safeguard System CME Clearing                                        
http://www.cmegroup.com/clearing/cme-clearing-overview/safeguards.html                     

 
Membership  
• Benefits of Clearing Membership http://www.cmegroup.com/company/membership/files/BenefitsSummary.pdf  

     
• CME, CBOT, NYMEX and COMEX Clearing Fee Schedules                            

http://www.cmegroup.com/company/clearing-fees/index.html  
    

• Clearing Membership Handbook 
http://www.cmegroup.com/company/membership/files/clearmemberhandbook.pdf  

  
 

http://www.access.gpo.gov/nara/cfr/waisidx_03/17cfrv1_03.html
http://www.cmegroup.com/market-regulation/rulebook/
http://www.nfa.futures.org/
http://wjammer.com/jac/
http://www.cftc.gov/tm/tmfinseg.htm#finseginterps
http://www.cftc.gov/opa/opaletters.htm
http://www.wjammer.com/jac/
http://www.wjammer.com/jac/
http://investor.cmegroup.com/investor-relations/financials.cfm
http://www.cmegroup.com/clearing/cme-clearing-overview/safeguards.html
http://www.cmegroup.com/company/membership/files/BenefitsSummary.pdf
http://www.cmegroup.com/company/clearing-fees/index.html
http://www.cmegroup.com/company/membership/files/clearmemberhandbook.pdf
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Regulatory 
 
• Audit Information Bulletins (AIBs)    
• CME Clearing House Advisories 

http://www.cmegroup.com/tools-information/subscriptions/advisory-subscribe.html  
• JAC Regulatory Updates               www.wjammer.com/jac/  
• WinJammer Quick Start Guide              www.wjammer.com  
 
 
Forms and Formats 
 
Membership 
 
• Clearing Membership Application  

http://www.cmegroup.com/company/membership/files/CMCorpMemberInfo.pdf  + 
http://www.cmegroup.com/company/membership/files/CMECMAgreementWriteable.pdf 

 
• Clearing Member Class A Share Assignment Application 

http://www.cmegroup.com/company/membership/files/ClassASharesAssignmentApplication.pdf   
 

• Clearing Member Membership and Class B Share Assignment Application 
http://www.cmegroup.com/company/membership/files/ClassBShareAssignmentApplication.pdf  
 

• Corporate and Fund Membership Applications   
http://www.cmegroup.com/company/membership/membership-resources.html  

                  
• Individual Membership Application (Short Form and Long Form)          

http://www.cmegroup.com/company/membership/membership-resources.html  
 

• Parent Guarantee Forms 
http://www.cmegroup.com/clearing/audit/audit-department-forms.html  
                                              

• Shareholder Relations and Membership Services – Various Forms 
http://www.cmegroup.com/company/membership/membership-resources.html  

 
Regulatory 
 
• Subordinated Loan Agreements -  Sample Formats                              

http://www.cmegroup.com/clearing/audit/audit-department-forms.html    
    

 
Other CME Group Information 
 
• Membership Prices 
      http://www.cmegroup.com/company/membership/membership-pricing.html                                                          
         
 
Any questions and/or requests for materials can be directed to the Audit Department at (312) 930-3230. 

http://www.cmegroup.com/tools-information/subscriptions/advisory-subscribe.html
http://www.wjammer.com/jac/
http://www.wjammer.com/
http://www.cmegroup.com/company/membership/files/CMCorpMemberInfo.pdf
http://www.cmegroup.com/company/membership/files/CMECMAgreementWriteable.pdf
http://www.cmegroup.com/company/membership/files/CMECMAgreementWriteable.pdf
http://www.cmegroup.com/company/membership/files/CMECMAgreementWriteable.pdf
http://www.cmegroup.com/company/membership/files/ClassASharesAssignmentApplication.pdf
http://www.cmegroup.com/company/membership/files/ClassBShareAssignmentApplication.pdf
http://www.cmegroup.com/company/membership/membership-resources.html
http://www.cmegroup.com/company/membership/membership-resources.html
http://www.cmegroup.com/clearing/audit/audit-department-forms.html
http://www.cmegroup.com/company/membership/membership-resources.html
http://www.cmegroup.com/clearing/audit/audit-department-forms.html
http://www.cmegroup.com/company/membership/membership-pricing.html
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~D CMEGroup 

AGENCY AGREEMENT 

WHEREAS, ----------- ("Member") with offices located at 

_________________________________________________________________ is a 

clearing member of Chicago Mercantile Exchange Inc. ("CME"), Chicago Board of Trade, Inc. 
("CBOT"), New York Mercantile Exchange, Inc. ("NYMEX"), and/or Commodity Exchange, Inc. 
("COMEX"), (collectively, "Exchanges"), as applicable, and such other exchange as may become 
a member of CME Group Inc. ("CME Group"); 

WHEREAS, the Member hereby appoints----------------
("Agent") as its agent for service of process and other communications in connection with the 
above-referenced business; and 

WHEREAS, the Agent accepts such appointment to act as agent for service of process 
and other communications; 

NOW THEREFORE, the parties agree as follows: 

1. Services. The Member appoints the Agent as its agent for service of process and other 
communications in connection with its activities related to clearing membership. The 
Agent shall accept service of process and other communications on behalf of the Member 
and shall transmit such communications to the Member. Such communications shall be 
transmitted to the address set forth above or by electronic or telephonic means. 

2. Termination of Agreement. This Agency Agreement ("Agreement") may be terminated by 
agreement of the parties provided that the Member first provides to the Exchanges an 
Agreement appointing an agent for service of process that is acceptable to the 
Exchange( s). 

3. No Assignment. This Agreement shall not be assigned by either party without the written 
consent of Exchange staff. 

4. Applicable Law. This Agreement shall be governed by and construed in accordance with 
the laws of the State of (Illinois or New York), United States of America. 

5. Choice of Forum and Consent to Jurisdiction. Each party consents to the personal 
jurisdiction of the courts (check one): 

of Illinois and the United States District Court for the Northern District of Illinois over 
any action at law, suit in equity, or judicial proceeding under or which may otherwise 
arise out of the Member activities as a clearing member or this Agreement and 
agrees not to contest venue for any such proceeding in Cook County, State of 
Il linois. The Member agrees that any action at law, suit in equity, or judicial 
proceeding under or which may otherwise arise out of the Member's activities as a 

May 2012 



clearing member or this Agreement shall be instituted by the Member only in the 
Courts of the State of Illinois or the United States District Court for the Northern 
District of Illinois. 

New York and the United States District Court for the Southern District of New York 
over any action at law, suit in equity, or judicial proceeding under or which may 
otherwise arise out of the Member's activities as a clearing member or this 
Agreement and agrees not to contest venue for any such proceeding in Kings 
County, State of New York. The Member agrees that any action at law, suit in 
equity, or judicial proceeding under or which may otherwise arise out of the 
Member's activities as a clearing member or this Agreement shall be instituted by 
the Member only in the Courts of the State of New York or the United States District 
Court for the Southern District of New York 

6. Severability. If any provision of this Agreement is held by any Court of competent 
jurisdiction to be invalid, illegal or unenforceable for any reason, the remaining provisions of 
this Agreement shall not be affected and this Agreement shall be construed and enforced 
as if this Agreement did not contain the provision which is held to be invalid, illegal, or 
unenforceable. 

7. Heirs. Successors. and Assigns. This Agreement shall be binding on and shall inure to the 
benefit of the heirs, executors, administrators, successors, and assigns of the parties. 
Nothing in this paragraph shall be construed as a consent by either party to any 
assignment of this Agreement except as provided in Paragraph 3 of this Agreement. 

8. Notices. Except as provided in Paragraph 1, all notices or communications required by or 
given under this Agreement shall be deemed given as of the date of receipt or, if earlier, as 
of the date five days after such notices or communications are deposited in the United 
States mail, airmail postage prepaid, or in the mails of any other country, airmail postage 
prepaid, or delivered to any generally recognized international air carrier. 

All notices to the Agent shall be addressed as follows: 
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All notices to the Member shall be addressed to the address set forth at the beginning of 
this Agreement. 

Executed on ________ ,, 20 __ , at 

(City) (State, Province, etc.) (Country) 

(Signature) 

(Printed Name) 

(Title) 

Approved and accepted by the Agent on--------' 20 __ , 

(City) (State, Province, etc.) (Country) 

AGENT 

By: ______________ _ 

(Signature) 

(Printed Name) 

(Title) 

May 2012 
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G~CMEGroup 

CLEARING MEMBER 
MEMBERSHIP ASSIGNMENT AGREEMENT 

Assignor-Membership Owner _ __________________ _ 

Assignee-Clearing Member---------------------

Assigned Membership(s)( (Division and Number) ____________ _ 

Assigned Class B Share in CME Group Inc. (for CME Assignments only) ____ _ 

Does Assignor-Owner have an acceptable proprietary interest in Assignee? ___ _ 

Outline Details ----- --- -----------------
The Assignor hereby agrees to assign the Assigned Membership and coupled Class B 
share in CME Group Inc. for CME, IMM, 10M or GEM Memberships ("Membership(s)") 
to the Assignee pursuant to Exchange Rule 902. The Assignor and Assignee hereby 
acknowledge they have read and understand all provisions within Exchange Rule 902. 

Upon default of Assignee in meeting its obligations to CME Group Inc. or its subsidiaries 
or upon the Clearing House Risk Committee's determination that the Assignee's 
financial position jeopardizes the financial integrity of the Exchange, CME Group Inc. 
may direct the sale of any or all of the Assignee's Membership(s). The proceeds from 
the sale of the Membership(s) shall be used to satisfy Rule 110 obligations and any 
obligations resulting from the Assignee's default as provided in Exchange rules 
including, but not limited to, Exchange Rule 913. 

Assignee and Assignor consent to the exclusive jurisdiction of any federal or state court 
in Chicago, Illinois with respect to any action between Assignee, Assignor and/or CME 
Group Inc. or its subsidiaries arising from this Assignment Agreement and hereby waive 
any right to transfer the venue of such litigation. Assignee and Assignor agree that this 
Agreement shall be governed by and construed in all respects by the laws of the State 
of Illinois, without giving effect to principles of conflict of law. 

Assignor-Owner Assignee-Clearing Member 

Name (Printed) Name (Printed) 

Title Title 

Dated : ___________ _ Dated: ____________ _ 

March 2011 



~DCMEGroup 

CLEARING MEMBER 
CLASS A SHARES 

ASSIGNMENT AGREEMENT 

Assignor-Owner------ -------------------

Assignee-Clearing Member---------------------

Assigned Class A Shares in CME Group Inc. ____ _ 

Does Assignor-Owner have an acceptable proprietary interest in Assignee? ___ _ 

Outline Details-------------------------

The Assignor hereby agrees to assign the Assigned Class A Shares to the Assignee 
pursuant to Rule 902. The Assignor and Assignee hereby acknowledge they have read 
and understand all provisions within Exchange Rule 902. 

Upon default of Assignee in meeting its obligations to CME Group Inc. or its subsidiaries 
or upon the Clearing House Risk Committee's determination that the Assignee's 
financial position jeopardizes the financial integrity of the Exchange, CME Group Inc. 
may direct the sale of any or all of the Assignee's Assigned Class A Shares. The 
proceeds from the sale of the Assigned Class A Shares shall be used to satisfy Rule 
110 obligations and any obligations resulting from the Assignee's default as provided in 
Exchange rules including, but not limited to, Rule 913. 

Assignee and Assignor consent to the exclusive jurisdiction of any federal or state court 
in Chicago, Illinois with respect to any action between Assignee, Assignor and/or CME 
Group Inc. or its subsidiaries arising from this Assignment Agreement and hereby waive 
any right to transfer the venue of such litigation. Assignee and Assignor agree that this 
Agreement shall be governed by and construed in all respects by the laws of the State 
of Illinois, without giving effect to principles of conflict of law. 

Assignor-Owner Assignee-Clearing Member 

Name (Printed) Name (Printed) 

Title Title 

Dated: ___________ _ Dated: ____________ _ 

March 2011 
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Acknowledgment of Rule 110 
and Indemnification of Transfer 

 
___________________________________________________ hereby agrees 
   (Clearing Member) 
 

that the transfer of the _________ membership interest registered in the name of 
                       (division)  
 
_________________________________to_______________________________ 
            (transferor)         (transferee) 
 

pursuant to Rule 105 ("Application for Membership") and Rule 106 ("Transfers, 

Security Transactions, and Authorizations to Transfer or Sell") does not extinguish 

any Rule 110 ("Claims Against Member, Application of Proceeds") claims that 

have been or may be filed against the membership interest being transferred. 

 
Furthermore, in addition to any claims which may arise from being the qualifying  
 
clearing member of the transferor, ______________________________________ 
                                         (clearing member) 
 
agrees to pay all such valid Rule 110 claims up to the value of this membership 

interest on the date of this transfer and to indemnify and hold harmless the 

Exchange from any claims, demands, actions, liabilities or losses, including costs 

and attorney fees, arising or resulting from or incurred as a result of the waiver of 

the posting period for this membership transfer. 

 
_________________________________________                                                                
Authorized Representative of Clearing Member (please print) 
 
_________________________________________                                                                
Signature 
 
_________________________________________ 
Date 
 

March 2009  
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GDCME Group 
/1. CME/Chkoao Boord ol'ltode/ NYMEX Compony 

USD SETTLEMENT AND CUSTODY ACCOUNT LISTING 
AND DEBIT AUTHORIZATION 

Date ____ _ 

Please indicate Firm's Settlement Bank Account Number(s): 
SETTLEMENT BANK CUSTOMER NON- CUSTOMER 

SEGREGATED SEGREGATED SEQUESTERED 
ACCOUNT ACCOUNT ACCOUNT 

Bank of America 

Bank of New York 
Mellon 

Brown Brothers 
Harriman & Co. 

BMO Harris Bank, NA 

JP Morgan Chase 

Fifth Third Bank 

GUARANTY 
FUND DEPOSIT 

CME is authorized to unilaterally debit any of the accounts listed above in accordance with CME rules, 
policies and procedures and in amounts solely determined by CME. 

Delivery Instructions for Firms to Deliver Treasuries and Agencies to CME: 
CUSTODY BANK CUSTOMER HOUSE NON- CUSTOMER SECURITY 

FOR AGENCIES AND SEGREGATED SEGREGATED SEQUESTERED DEPOSIT 
TREASURIES ACCOUNT ACCOUNT ACCOUNT 

Bank of New York CEC CXH esc N/A 
Mellon 
Brown Brothers 2498269 2498251 2490159 N/A 
Harriman & Co. 
BMO Harris Bank, 1012009264 1012009256 1013015158 N/A 
NA 
BMO Harris Bank, N/A N/A N/A 1013012278 
NA (CDS) 
BMO Harris Bank, N/A N/A N/A 1013012267 
NA (IRS) 
JP Morgan Chase G13438 G13439 G12316 G13466 

Fifth Third Bank 23230059341520 23230059341538 N/A N/A 

(Qualifying Clearing Member) (Signature) 

(Printed Name) 

{Title) 

July 2012- FU 



({~ CME Group 
A CME/Chleae<> Boord of Trodo/NYMEX C<>mpeny 

IRS FOREIGN CURRENCY SETTLEMENT AND CUSTODY ACCOUNT LISTING 
AND DEBIT AUTHORIZATION 

Date _ _ ___ _ 

Please indicate Firm's Settlement Bank Account Number(s): 

CURRENCY SETTLEMENT BANK NON-SEGREGATED CUSTOMER CLEARED 
(CIRCLE ONE) ACCOUNT SWAPS ACCOUNT 

(COTC) 
AUD Brown Brothers 

Harriman & Co. 

BMO Harris Bank, NA 

JP Morgan Chase 

GBP Brown Brothers 
Harriman & Co. 

BMO Harris Bank, NA 

JP Morgan Chase 

CAD Brown Brothers 
Harriman & Co. 

BMO Harris Bank, NA 

JP Morgan Chase 

EUR Brown Brothers 
Harriman & Co. 

BMO Harris Bank. NA 

JP Morgan Chase 

JPY Brown Brothers 
Harriman & Co. 

BMO Harris Bank, NA 

JP Morgan Chase 

CHF Brown Brothers 
Harriman & Co. 

BMO Harris Bank, NA 

JP Morgan Chase 

CME is authorized to unilaterally debit any of the accounts listed above in accordance with CME rules, 
policies and procedures and in amounts solely determined by CME 

(Qualifying Clearing Member) (Signature) 

(Printed Name) 

(Title) 
August 2012 - FU 
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~CMEGroup 
A Clo£/CNcag.o Boat~ of 1tade/NYMEX Canpany 

FULL GUARANTEE 
GUARANTEE AGREEMENT 

In consideration of Chicago Mercantile Exchange Inc. ("CME"), Chicago Board of Trade, 
Inc. ("CBOT"), New York Mercantile Exchange, Inc. ("NYMEX"), and Commodity Exchange, Inc. 
("COMEX") (collectively, "Exchanges"), as applicable, accepting/retaining 

(Clearing Member) as a clearing member, 
-------------- (Guarantor), which is an owner or part owner of Clearing 
Member, hereby guarantees to Exchanges the due and punctual performance of all obligations to 
Exchanges arising out of accounts cleared by Clearing Member that are: 

1 . non-customer accounts, including proprietary accounts as defined by Commodity 
Futures Trading Commission (CFTC) Regulation 1.3(y); and 

2. accounts carried by another futures commission merchant if such accounts would 
be considered non-customer accounts, including proprietary accounts as defined by 
CFTC Regulation 1.3(y), of Clearing Member, if carried directly by Clearing Member. 

Notwithstanding anything herein to the contrary, this guarantee shall not apply to any 
obligations of Clearing Member to pay an assessment to CME pursuant to Rule 802.8. , nor shall it 
apply to any obligations arising out of non-customer accounts if such obligations arose solely 
because Exchanges took margin from such non-customer accounts and applied it to a default of a 
customer account." 

Guarantor unconditionally guarantees and promises payment of all indebtedness which 
Clearing Member may now or in the future owe with respect to obligations covered by this 
guarantee including, but not limited to, the posting and payment of margins and premiums pursuant 
to Exchange Rules. Exchanges will attempt to notify Guarantor by telephone of any default by 
Clearing Member in the performance of an obligation covered by this guarantee, and will thereafter 
confirm such notice in writing, but the liability of Guarantor to Exchanges pursuant to this agreement 
shall become due and payable immediately upon any such default by Clearing Member. 

Guarantor's liability may be enforced without notice to Guarantor and without first 
proceeding against Clearing Member or resorting to any collateral, security or other guarantors or 
obligors, if any, or pursuing any other remedy. Any collateral, security or obligations of any other 
guarantors or obligors, if any, may be sold, released, surrendered, exchanged, settled, 
compromised, waived, subordinated or modified, in each case without consideration and on any 
terms or conditions, without notice to or further assent from Guarantor. Guarantor's liability is 
several and independent of any other guarantees in effect with respect to any part of the above 
obligations and may be enforced regardless of the existence of any other guarantees. 

Notwithstanding any other provision in this agreement, this guarantee shall continue in 
effect or shall be reinstated if at any time payment or other performance, or any part thereof, by 
Clearing Member to Exchanges with respect to any of the above obligations is rescinded, or must 
otherwise be repaid by Exchanges as a result of bankruptcy or reorganization of Clearing Member. 

November 2008 



No payment or other performance by Guarantor shall entitle Guarantor, by subrogation or 
otherwise, to any right against Clearing Member, including any payment by Clearing Member or out 
of property of Clearing Member, except after the full performance, payment and discharge of all of 
the above obligations. All remedies, rights, powers and privileges granted to Exchanges pursuant 
to this agreement are cumulative and not alternative. The exercise of any or all such rights by 
Exchanges shall not reduce, limit, impair, discharge, terminate or otherwise affect the liability of 
Guarantor. No failure or delay by Exchanges in exercising any remedy, right, power or privilege 
pursuant to this agreement shall operate as a waiver, and any such remedy, right, power, or 
privilege may be exercised by Exchanges at any time. No partial exercise of any such rights shall 
preclude further exercise or the exercise of any other remedy, right, power or privilege. 

No modification of this guarantee or waiver shall be valid unless in writing and signed by 
Exchanges and then only to the extent specifically set forth in such writing. No notice or demand by 
Exchanges upon Guarantor or any other guarantor of the above obligations shall preclude 
Exchanges from taking further action without notice or demand. 

This guarantee shall remain in full force until Exchanges receives and accepts written 
notification of termination. Such acceptance of termination shall not be unreasonably withheld. 
Guarantor acknowledges that this guarantee applies to all obligations covered by this guarantee 
arising prior to Exchanges' acceptance of such termination. 

This guarantee shall bind the heirs, personal representatives, successors and assigns of 
Guarantor and shall inure to the benefit of Exchanges, its successors and assigns. Guarantor 
hereby waives notice of any such assignment by Exchanges. 

This guarantee shall be governed by, and construed in accordance with, the laws of the 
State of Illinois. Any action or litigation of any kind initiated by Guarantor, Clearing Member or 
Exchanges in connection with this guarantee shall be adjudicated in the appropriate courts located 
in Chicago, Illinois. Guarantor, Clearing Member and Exchanges hereby consent to the jurisdiction 
of such courts and to service of process by any means authorized by Illinois or federal law, and 
hereby waive the right to transfer the venue of any such litigation. 

Name of Guarantor: _ __________ _ Date:---------

Signed:---- ------------

Printed Name: _____________ _ 

If Guarantor is a Firm: 

By: ______________ _ 

Title:----------------

2 
November 2008 
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CMEGroup 
PARTIAL GUARANTEE 

GUARANTEE AGREEMENT 

In consideration of Chicago Mercantile Exchange Inc. ("CME"), Chicago Board of Trade, 
Inc. ("CBOT'), New York Mercantile Exchange, Inc. ("NYMEX"), and Commodity Exchange, Inc. 
('COMEX') (collectively, "Exchanges"), as applicable, accepting/retaining 

(Clearing Member) as a clearing member, 
-------------(Guarantor), which is an owner or part owner of Clearing 
Member, hereby guarantees to Exchanges the due and punctual performance of all obligations to 
Exchanges arising out of accounts cleared by Clearing Member that are: 

1. non-customer accounts, including proprietary accounts as defined by Commodity 
Futures Trading Commission (CFTC) Regulation 1.3(y); and 

2. accounts carried by another futures commission merchant if such accounts would 
be considered non-customer accounts, including proprietary accounts as defined by 
CFTC Regulation 1.3(y), of Clearing Member, if carried directly by Clearing Member. 

Guarantor's liability under this agreement is limited to __ percent of the above 
obligations. 

Notwithstanding anything herein to the contrary, this guarantee shall not apply to any 
obligations of Clearing Member to pay an assessment to CME pursuant to Rule 802.8., nor shall it 
apply to any obligations arising out of non-customer accounts if such obligations arose solely 
because Exchanges took margin from such non-customer accounts and applied it to a default of a 
customer account. 

Guarantor unconditionally guarantees and promises payment of all indebtedness which 
Clearing Member may now or in the future owe with respect to obligations covered by this 
guarantee including, but not limited to, the posting and payment of margins and premiums pursuant 
to Exchange Rules. Exchanges will attempt to notify Guarantor by telephone of any default by 
Clearing Member in the performance of an obligation covered by this guarantee, and will thereafter 
confirm such notice in writing, but the liability of Guarantor to Exchanges pursuant to this agreement 
shall become due and payable immediately upon any such default by Clearing Member. 

Guarantor's liability may be enforced without notice to Guarantor and without first 
proceeding against Clearing Member or resorting to any collateral, security or other guarantors or 
obligors, if any, or pursuing any other remedy. Any collateral, security or obligations of any other 
guarantors or obligors, if any, may be sold, released, surrendered, exchanged, settled, 
compromised, waived, subordinated or modified, in each case without consideration and on any 
terms or conditions, without notice to or further assent from Guarantor. Guarantor's liability is 
several and independent of any other guarantees in effect with respect to any part of the above 
obligations and may be enforced regardless of the existence of any other guarantees. 

Notwithstanding any other provision in this agreement, this guarantee shall continue in 
effect or shall be reinstated if at any time payment or other performance, or any part thereof, by 
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Clearing Member to Exchanges with respect to any of the above obligations is rescinded, or must 
otherwise be repaid by Exchanges as a result of bankruptcy or reorganization of Clearing Member. 

No payment or other performance by Guarantor shall entitle Guarantor, by subrogation or 
otherwise, to any right against Clearing Member, including any payment by Clearing Member or out 
of property of Clearing Member, except after the full performance, payment and discharge of all of 
the above obligations. All remedies, rights, powers and privileges granted to Exchanges pursuant 
to this agreement are cumulative and not alternative. The exercise of any or all such rights by 
Exchanges shall not reduce, limit, impair, discharge, terminate or otherwise affect the liability of 
Guarantor. No failure or delay by Exchanges in exercising any remedy, right, power or privilege 
pursuant to this agreement shall operate as a waiver, and any such remedy, right, power, or 
privilege may be exercised by Exchanges at any time. No partial exercise of any such rights shall 
preclude further exercise or the exercise of any other remedy, right, power or privilege. 

No modification of this guarantee or waiver shall be valid unless in writing and signed by 
Exchanges and then only to the extent specifically set forth in such writing. No notice or demand by 
Exchanges upon Guarantor or any other guarantor of the above obligations shall preclude 
Exchanges from taking further action without notice or demand. 

This guarantee shall remain in full force until Exchanges receives and accepts written 
notification of termination. Such acceptance of termination shall not be unreasonably withheld. 
Guarantor acknowledges that this guarantee applies to all obligations covered by this guarantee 
arising prior to Exchanges' acceptance of such termination. 

This guarantee shall bind the heirs, personal representatives, successors and assigns of 
Guarantor and shall inure to the benefit of Exchanges, its successors and assigns. Guarantor 
hereby waives notice of any such assignment by Exchanges. 

This guarantee shall be governed by, and construed in accordance with, the laws of the 
State of Illinois. Any action or litigation of any kind initiated by Guarantor, Clearing Member or 
Exchanges in connection with this guarantee shall be adjudicated in the appropriate courts located 
in Chicago, Illinois. Guarantor, Clearing Member and Exchanges hereby consent to the jurisdiction 
of such courts and to service of process by any means authorized by Illinois or federal law, and 
hereby waive the right to transfer the venue of any such litigation. 

Name of Guarantor: ___________ _ Date:---------

Signed:----------------

Printed Name: _____________ _ 

If Guarantor is a Firm: 

By: ______________________________ __ 

Title:-----------------

2 November 2008 
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CERTIFICATE WITH RESPECT TO CORPORATE RESOULTIONS 
 
The undersigned,         a              , 
           (Name of Certifying Officer or Manager Member of Clearing Member)   (Title) 

of          a Corporation/Limited Liability Company  
  (Full Legal Name of Clearing Member) 
 
(circle one) organized and existing under the laws of the State of              , 
does hereby certify: 
 
1.   That in his/her above capacity as       , he/she has access to  
                   (Title) 

 the corporate records/operating agreement of                           ; 
        (Full Legal Name of Clearing Member) 
 
2.   That at meeting of the Board of Directors/Members of                , 
         (Full Legal Name of Clearing Member) 

 Duly called and held at    ,     on              , 
     (City)   (State)             (Date) 

at which at quorum of the Board/Managing Members was/were present and acting, the following 
resolution was duly moved, seconded and unanimously adopted, and that such resolution is still 
in full force effect; 

 
3. That on the date hereof, the officer(s)/member(s) listed below is (are) duly elected and qualified to 

act in the office appearing next to his/her name and that the signature appearing next to his/her 
name is that of such officer(s)/member(s). 

 
 
Name, Office and Signature of Officers/Members Authorized to act on behalf of Membership Matters: 
 
 Name (please print) Title    Signature 
 
 

  

   
   
   
   
   
Please attach a continuation sheet if necessary. 

 
IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of  
        this    day of            ,  
   (Name of Certifying Officer or Managing Member of Clearing Member) 

20 . 
 
        
Name of Certifying Officer or Managing Member of Clearing Member 
 
        
Print Name 
 
        
Title  
 
http://www.cmegroup.com/company/membership/files/AuthorizedSignorForm.pdf 
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(i)CME Group 
A CME/CIIIcagp Board ofli'ade/NYMEX Company 

CROSS-GUARANTEE AGREEMENT 

In consideration of Chicago Mercantile Exchange Inc. ("CME"), Board of Trade of the 
City of Chicago, Inc. ("CBOT"), New York Mercantile Exchange, Inc. ("NYMEX"), and 
Commodity Exchange Inc. ("COMEX") (collectively, "Exchanges"), accepting/retaining as 

Clearing Members --------------------------
and (each 
hereinafter referred to individually as a "Guaranteeing Member" and collectively as 
"Guaranteeing Members"), which share common ownership, control or profits as set forth in the 
Exchanges' Rule 901.G., each Guaranteeing Member hereby: 

1. Unconditionally guarantees and promises payment of any and all indebtedness 
or other obligations which the other Guaranteeing Member may now or hereafter 
owe to the Exchanges. The Exchanges will attempt to notify the Guaranteeing 
Member by telephone of any default by the other Guaranteeing Member and will 
thereafter confirm such notice in writing; however, the liability of the 
Guaranteeing Member to the Exchanges for such default pursuant to this Cross
Guarantee Agreement shall become due and payable immediately upon such 
default; 

2. Agrees that such Guaranteeing Member's liability hereunder may be enforced 
without notice to it and without first proceeding against the defaulting 
Guaranteeing Member or resorting to any collateral, security or other guarantors 
or obligors, if any, or pursuing any other remedy. Any collateral, security or 
obligations of any other guarantors or obligors, if any, may be sold, released, 
surrendered, exchanged, settled, compromised, waived, subordinated or 
modified, in each case without consideration and on any terms and conditions, 
without notice to or further assent from either Guaranteeing Member. Each 
Guaranteeing Member's liability is several and independent of any other 
guarantees in effect with respect to any part of the above obligations and may be 
enforced regardless of the existence of any other guarantees; 

3. Agrees that notwithstanding any other provision in this Cross-Guarantee 
Agreement, this guarantee shall continue in effect or shall be reinstated if any 
time, payment or other performance, or any part thereof, by either Guaranteeing 
Member to the Exchanges with respect to any of the above obligations is 
rescinded, or must otherwise be repaid by the Exchanges as result of bankruptcy 
or reorganization of either Guaranteeing Member; 

4. Agrees that no payment or other performance by either Guaranteeing Member 
shall entitle it, by subrogation or otherwise, to any right against the defaulting 
Guaranteeing Member, including any payment by the defaulting Guaranteeing 
Member or out of property of the defaulting Guaranteeing Member, except after 
the full performance, payment and discharge of all of the above obligations. All 
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remedies, rights, powers and privileges granted to the Exchanges pursuant to 
this Cross-Guarantee Agreement are cumulative and not alternative. The 
exercise of any or all such rights by the Exchanges shall not reduce, limit, impair, 
discharge, terminate or otherwise affect the liability of either Guaranteeing 
Member. No failure or delay by the Exchanges in exercising any remedy, right, 
power or privilege pursuant to this Cross Guarantee Agreement shall operate as 
waiver thereof and any such remedy, right, power or privilege may be exercised 
by the Exchanges at any time. No partial exercise of any such rights shall 
preclude further exercise or the exercise of any other remedy, right, power or 
privilege by the Exchanges; 

5. Agrees that no modification of this Cross-Guarantee Agreement or waiver of any 
portion hereof shall be valid unless in writing and signed by the Exchanges and 
then only to the extent specifically set forth in such writing. No notice or demand 
by the Exchanges upon either Guaranteeing Member or any other guarantor of 
the above obligations shall preclude the Exchanges from taking further action 
without notice or demand; 

6. Agrees that this Cross-Guarantee Agreement is binding upon its respective heirs, 
personal representatives, successors and assigns, and shall inure to the benefit 
of and be enforceable by the Exchanges and its transferees, successors and 
assigns. Each Guaranteeing Member hereby waives notice of any such 
assignment by the Exchanges; 

7. Agrees that this Cross-Guarantee Agreement and all rights, obligations and 
liabilities arising hereunder shall be governed by the laws of the State of Illinois 
in all respects, including but not limited to matters of construction, validity and 
performance; 

8. Agrees that any action or litigation of any kind whatsoever initiated by the 
Guaranteeing Members or the Exchanges in connection with this Cross
Guarantee Agreement, shall be adjudicated in a court of competent jurisdiction 
located in Chicago, Illinois. The Guaranteeing Members and the Exchanges 
hereby consent to the jurisdiction of such courts and to service of process by any 
means authorized by Illinois or Federal law and hereby waive the right to transfer 
the venue of any such litigation or action; and 

9. Agrees that if (1) one of the Guaranteeing Members ceases to be a clearing 
member of the Exchanges or (2) the Guaranteeing Members provide the 
Exchanges with written notice that they no longer share common ownership, 
control or profits as set forth in Rule 901.G., this Cross-Guarantee Agreement 
shall remain in effect until the Clearing House Risk Committee of the CME 
Clearing House determines that any and all indebtedness and other obligations 
owing to the Exchanges from each Guaranteeing Member have been satisfied in 
full. 

(Guaranteeing Member) 

By: ----:--:----,-..,..---,--,----,-.,..,...--
(Signature of General Partner or Authorized Officer) 

2 

(Guaranteeing Member) 

By:_~~~~-~~~~~~-
(Signature of General Partner or Authorized Officer) 

December 2008 



(Printed Name !Title) (Printed Name I Title) 

(Date) (Date) 
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<;D CME Group 

Guarantee of Obligations to 
Chicago Mercantile Exchange Inc. 

Please Check the Appropriate Box: 
[ 1 Reorganization 
[ 1 Replacement 

________________ will be replacing -------------as a 
(New Clearing Member) (Current Clearing Member) 

clearing member of------ ------ ("Exchange") effective -..,...------' 
(Date) 

---.,.,..,-----:::-:----:---:-:--..,...,------- agrees to unconditionally guarantee and assume all obligations 
(New Clearing Member) 

of ______________ with Chicago Mercantile Exchange Inc. 
(Current Clearing Member) 

This includes, but is not limited to, the following: 

1. Unresolved trades (outtrades), 
2. Unresolved complaints, 
3. Clearing fee liabilities arising from past transactions, 
4. Delivery obligations, 
5. Valid claims in accordance with Rule 110 and 913, and 
6. Any other outstanding obligation with Chicago Mercantile Exchange Inc. 

-----.,.--...,....,---- -also agrees that it will assume responsibility for all agreements entered into 
(New Clearing Member) 

by-------:--...,...-..,...,..----- - with Chicago Mercantile Exchange Inc. This includes, but is not 
(Current Clearing Member) 

limited to, the following: 

1. Assignment of memberships and/or shares 
2. Qualification agreement 
3. Authorized signatures 
4. Parent guarantees pursuant to Rule 901 .L. 
5. Employee transfers pursuant to Rule 106.F. 
6. Any other agreements required by Chicago Mercantile Exchange Inc. Rules 

Furthermore, agrees to indemnify and hold harmless Chicago Mercantile 
(New Clearing Member) 

Exchange Inc. and its Board of Directors, officers and employees from any claims, demands, actions, 
liabilities or losses, including costs and attorney fees, arising or resulting from or incurred as a result of the 
waiver, if any, of the posting period for the clearing member change indicated above and for the shares 
transferred in connection with the clearing member change indicated above. 

Signed and executed by a duly authorized representative of: 

(Current Clearing Member) 

By: -------------
(Signature of General Partner or Authorized Officer) 

(Printed Name I Title) 

(Date) 

(New Clearing Member) 

By: -.....,.-...,.-.....,.-.,..----.,-.....,-..,--...,.....,.,----:--
(Signature of General Partner or Authorized Officer) 

(Printed Name I Title) 

(Date) 

May 2012 
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~;CMEGroup 

Guaranty Fund 
Guarantee of Obligations 

to 
Chicago Mercantile Exchange Inc. 

In conjunction with the withdrawal of------...,.-~~-:--~,....--,....------· a 
(Current Clearing Member) 

Clearing Member of----------- ("Exchange"), and the approval of 

----- -..,...,....-...,..,....,....--____,.------ as a Clearing Member of the Exchange, 
(New Clearing Member) 

--------::--:--~~--:-:-:-----:--------- agrees to the following: 
(New Clearing Member) 

- --------------- agrees to pay any valid claims filed 
(New Clearing Member) 

pursuant to Rules 110 and 913 in conjunction with the withdrawal of 

as a Clearing Member of the Exchange. Such 
(Current Clearing Member) 

guarantee is limited to the amount of --~--...,.-:---:---:-:--:--:----'s security 
(Current Clearing Member) 

deposit with CME in the amount of $ This 
(Guaranty Fund Requirement at Withdrawal Date) 

agreement is effective on , the date of 
(Withdrawal Date) 

----:-::----:-~---:---:-:----,.-...,.----'s withdrawal and will remain in effect until 
(Current Clearing Member) 

the disposition of all claims filed pursuant to Rules 110 and 913. 

This agreement is binding upon ------:-:-:--~--:---:-:~---:---- and its successors. 
(New Clearing Member) 

Signed and executed by a duly authorized representative of---:::-:----::-:----:-----:-:---:---:--~ 
(New Clearing Member) 

(Guaranteeing Clearing Member) 

By: _ __________ _ 
(Signature of General Partner or Authorized Officer) 

(Printed Name I Title) 

(Date) 

May 2012 
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 FEE POLICY BULLETIN 

 
TO: Chief Financial Officers                          #09-01 
 Chief Compliance Officers 
 Corporate Members 
 New Firm Approval Contacts 
 Firm EFS Contacts  
 
FROM: Audit Department, Clearing House Division 
 
DATE: June 16, 2009 
 
SUBJECT:  Clearing and Globex® Fees for Member Firm Accounts 
 
 
CME Group Inc. (“CME Group”) sets the fee policies for its four subsidiary exchanges - Chicago 
Mercantile Exchange Inc. (“CME”), Chicago Board of Trade, Inc. (“CBOT”), New York 
Mercantile Exchange, Inc. (“NYMEX”) and Commodity Exchange, Inc. (“COMEX”).   
 
In December 2008, CME Group issued Fee Policy Bulletin (”FPB”) #08-02 concerning Clearing 
and Globex Fees.  In response to market participant feedback and concerns, CME Group is 
issuing this FPB to enunciate CME, CBOT, NYMEX and COMEX member fee eligibility policies 
and to update and clarify them as needed.  These policies, where different from those in effect 
today, are effective July 1, 2009.  This FPB supersedes all previous bulletins discussing fee 
policy issues for member firm accounts. 
 
The trading activity of member firms must adhere to our policies in order to be granted member 
fees – equity member or preferential fees as applicable.  CME Group has established member 
firm trading policies to ensure that the trading activity conducted for the member firm account is 
for the sole benefit of the member firm itself and not the trading activity of individual 
customers/traders conducted in the name of the firm; i.e. to prevent arcade type trading under 
the guise of member firm trading and the “selling” of member firm rates.  To that end, the 
financial benefit and risk of the trading activity must be solely of the member firm.  Further the 
member firm may only profit/benefit from the member firm trading activity through the 
performance of the trade and not from any other source such as a commission or charge for 
trade execution.   
 
The trading environment and the customer base has evolved and expanded over the years.  We 
have seen a tremendous growth in both clearing and corporate membership for trading groups.  
These trading groups have their own unique capitalization, ownership structures, trader 
compensation and trading styles.  
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This FPB presents both Requirements (Absolutes) and Best Practices for defining when 
member firm trading activity will be granted member fees.  In recognition of the varying trading 
operations, Best Practices were established to allow member firms to utilize certain business 
practices (most not allowed in the past) which are generally prohibited.  In order to do so, the 
member firm must clearly demonstrate to CME Group their application of these non-compliant 
practices is not inconsistent with CME Group’s goal of providing member fees for trading activity 
for the account and sole benefit of the member firm. 
 
 
1. REQUIREMENTS 
 
 
1.1 Member Firm Trading Account 
 
In order to obtain member clearing fees, CME Group rules require that the member firm trading 
account of CME, CBOT, NYMEX and COMEX clearing members1, CME and CBOT Rule 106.H. 
trading members, CBOT Rule 106.J. equity members, NYMEX and COMEX Rule 106.J. 
members2, CME and CBOT Rule 106.I. affiliated members, CME and CBOT Rule 106.R. 
electronic corporate members and CME and CBOT Rule 106.S. family of funds members must 
be 100% owned by the firm.3  
 
• For CME clearing members the CME trading activity conducted for the account of 100% 

owned subsidiaries is entitled to equity member clearing fees.   
 
• For CBOT clearing members the CBOT trading activity of 100% owned subsidiaries is not 

entitled to member clearing fees unless the subsidiary itself qualifies as an Affiliate Member 
Firm/Affiliate Umbrella Member Firm under CBOT Rule 106.I.  That is, CBOT clearing 
membership fee benefits do not flow down to 100% owned subsidiaries. 

 
• For NYMEX and COMEX clearing members the NYMEX and COMEX trading activity of 

100% owned subsidiaries is not entitled to member clearing fees.  That is, NYMEX and 
COMEX clearing membership fee benefits do not flow down to 100% owned subsidiaries.   
Furthermore, affiliates and subsidiaries of NYMEX and COMEX clearing members must 
become member firms themselves in order to receive membership benefits.   

 
• For CME and CBOT Rule 106.H./I./S. and CBOT Rule 106.J./R. corporate members to 

receive member fees, all member firm trading must be conducted within the division of 
membership held.  Member firm trading activity of such corporate members outside the 
division of membership held will receive non-member customer fees. 

                                                 
1 For clarity, clearing member includes CME corporate equity member (formerly known as inactive 
clearing member). 
 
2  For clarity, NYMEX and COMEX Rule 106.J. members were previously known as NYMEX and COMEX 
non-clearing members. 
 
3  For purposes of this FPB, clearing members referenced without a preceding CME, CBOT, NYMEX or 
COMEX designation, include CME, CBOT, NYMEX and COMEX clearing members. 
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• For CME Rule 106.R. corporate members to receive member fees, all member firm trading 

must be conducted in accordance with the Questions & Answers Guide for Electronic 
Corporate Members under CME Rule 106.R. which may be found on CME’s Web site at 
http://www.cmegroup.com/company/membership/files/ECMQA.pdf. 

 
• Affiliates and subsidiaries of CME and CBOT Rule 106.H./R. and CBOT Rule 106.J. 

corporate members are not entitled to the membership benefits of the corporate member.  
 
• Affiliates and subsidiaries of NYMEX and COMEX Rule 106.J. members are not entitled to 

the membership benefits of the member.  Note:  A COMEX Option Only Rule 106.J. member 
is only entitled to member clearing fees on COMEX option contracts. 

 
A member firm trading account is evidenced through: 
 
• The financial benefit and risk shall be solely of the member firm – only firm capital is at risk 

of loss. 
 
• No non-owner traders may make any contributions, loans (including subordinated loans) or 

payments to the member firm or member firm trading account nor have any capital at risk 
except for holdbacks as permitted in connection with their trading of the member firm 
account. 

 
• All contributions by owners of the member firm are subject to risk of loss from any and all 

trading and business activities of the firm. 
 
• All profits and losses of the member firm account are written off to the income of the 

member firm and are taxed to the member firm in accordance with IRS regulations. 
 
These accounts must be registered in CME’s Exchange Fee System (“EFS”) and CBOT’s and 
NYMEX’s Combined Fee System (“CFS”)4 as member firm accounts of the clearing, CME and 
CBOT Rule 106.H./I./R./S. or CBOT, NYMEX and COMEX Rule 106.J. member as appropriate.     
 
 
1.1.1 Joint Accounts with Individual Equity/Lessee5 Members 
 
A clearing, CME and CBOT Rule 106.H./I./R./S. or CBOT, NYMEX and COMEX Rule 106.J. 
member may have a joint account with an equity or lessee member and receive preferential 
fees on contracts under the lowest division of membership held.  These accounts must be 
registered in the Fee System under the joint account owner with the lowest division of 
membership held.  Further the account title field in the Fee System must identify all owners of 
the joint account. 
 
 

                                                 
4  For purposes of this FPB, the term “Fee System” will include CME’s fee system referred to as EFS and 
the combined fee system of CBOT and NYMEX referred to as CFS. 
 
5 For clarity, lessee includes delegate; CBOT previously defined individuals leasing a membership 
(lessees) as delegates. 
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1.2 Member Firm Traders6 for Globex Activity 
 
The member firm trading activity must be conducted by traders including 
operators/administrators of Automated Trading Systems (“ATS”) that are:   
 
• Bona-fide IRS Form W-2 (‘W-2”) employees (or equivalent W-2 of a foreign jurisdiction) of 

the member firm; or 
 
• Independent contractors and other self-employed individuals of the member firm whose total 

compensation (that is, all compensation) is reported on an IRS Form 1099-MISC (“1099-
MISC”) (or equivalent document of a foreign jurisdiction); or 

 
• Independent contractors and other self-employed individuals of clearing, CME and CBOT 

Rule 106.I. and CBOT, NYMEX and COMEX Rule 106.J. members who maintain at least 
$250,000 in holdbacks whose total compensation (that is, all compensation) is reported on a 
1099-MISC (or equivalent document of a foreign jurisdiction) and/or on a IRS Form 1099-B 
(“1099-B”); or 

 
• Owners who maintain at least $250,000 in bona-fide capital and holdbacks for clearing, 

CME and CBOT Rule 106.I. and CBOT, NYMEX and COMEX Rule 106.J. members7; or 
 

• Bona-fide owners of the firm for CME and CBOT Rule 106.H./R. members; or  
 
• Individual equity members8 of CME, CBOT, NYMEX and COMEX trading within their 

respective exchange and division of membership except for CME Rule 106.R. members.  
Traders of CME Rule 106.R. members may not own, hold, or have owned or held a 
membership in any of CME’s divisions within the past two years; or 

 
• CME, CBOT, NYMEX and COMEX Rule 106.F. Clearing Member Transfer and CME and 

CBOT Rule 106.I. Related Party Transfer members; or 
 

                                                 
6 For CBOT clearing members and CBOT Rule 106.I./J. members, the memberships status of the 
individual entering the trade will impact the level of member fee charged.  Please refer to the current 
CBOT Clearing Fee Schedule at http://www.cmegroup.com/company/clearing-fees/index.html. 
 
7 The acceptable bona-fide capital level for owners has been reduced from $500,000 to $250,000 
effective July 1, 2009.  In addition holdbacks will be considered along with any capital investment in 
maintaining the $250,000 level.  Prior to January 1, 2009, the acceptable bona-fide capital level for 
owners of CBOT clearing members and CBOT Rule 106.I./J. members was $200,000.  All owners of such 
CBOT member firms with a bona-fide interest of at least $200,000 as of December 31, 2008 were 
grandfathered in at the $200,000 level.  Note that the grandfathering is specific to the individual owners 
and the particular CBOT member firm and cannot be transferred. 
 
8  For clarity, individual members participating in the Clerk for Member Program may not utilize their clerks 
to enter orders for member firm trading.  That is, the Clerk for Member Program does not apply to 
member firm trading; it is only applicable to the trading of individual members. Such clerks themselves 
must be qualified traders for member firm trading. 
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• Registered Commodity Trading Advisors (“CTAs”), exempt CTAs under CFTC Regulations 

4.14(a)(4), 4.14(a)(5), 4.14(a)(8)(i)(D) or 4.14(a)(10), and Investment Managers authorized 
by the Financial Services Authority (“FSA”). 

 
All member firm traders must be assigned unique trader IDs, those IDs and the associated 
member firm trader must be appropriately registered in the Fee System, and all Globex trades 
(orders) must be identified with the registered ID of the trader executing the trade. 
 
• Clearing, CME and CBOT Rule 106.I./S., CBOT Rule 106.H./J./R. and NYMEX and COMEX 

Rule 106.J. member firm traders must be further defined as “W-2 Employee”, “Commodity 
Trading Advisor”, “Independent Contractor 1099-MISC”, “Rule 106.F. Trader”, “Owner w/ 
Acceptable Interest”, or for clearing, CME and CBOT Rule 106.I. and CBOT, NYMEX and 
COMEX Rule 106.J. members as “Trader w/ Acceptable Holdback”, or for CBOT clearing 
and CBOT Rule 106.I./J. as “Member” as applicable.                                                                                       

 
• Clearing, CME and CBOT Rule 106.I./S., CBOT Rule 106.H./J./R. and NYMEX and COMEX 

Rule 106.J. member firm traders which are compensated through a W-2 or 1099-MISC for 
their trading profitability must be registered in EFS as “W-2 Employee” or “Independent 
Contractor 1099-MISC”, as appropriate, even if they are an owner of the firm with less than 
an acceptable proprietary interest.  

 
• For operators/administrators of an ATS and for the ID under which an ATS submits orders, 

the “ATS” box on the Fee System registration screen must be checked.   
 
 
1.2.1 Bona-fide Employees 
 
Bona-fide employees of the member firm are evidenced through: 
 
• Issuance of an W-2, or foreign equivalent, for all compensation (i.e. salary and bonus) to the 

trader by the member firm; 
 
• Inclusion in the firm’s payroll tax records; and 
 
• The trader has no income until the firm pays the trader. 
 
 
1.2.2 Independent Contractors 
 
1099-MISC independent contractors/self-employed individuals of a member firm may receive 
member fees when trading a member firm’s account.   
 
Except as provided in the following paragraph, the member firm trading activity of independent 
contractors and other self-employed individuals whose compensation is reported on an IRS 
Form 1099 which is not a 1099-MISC (e.g. 1099-B) or equivalent document of a foreign 
jurisdiction will be assessed fees based on the lowest division of membership held by both the 
firm and the independent contractor/self-employed individual.9    

                                                 
9  Traders receiving compensation reported on a 1099-B are regarded as “holders” of the positions and, 
as such, the account would not qualify as a member firm account. 
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For clearing, CME and CBOT Rule 106.I. and CBOT, NYMEX and COMEX Rule 106.J. 
members, independent contractors and other self-employed individuals who maintain a 
holdback of at least $250,000 may receive their compensation in any manner including a 1099-
MISC, 1099-B, or K-1 (if they are an owner as well) for their (not of a team/division) trading 
activity of the member firm account.  Holdbacks are defined to be a trader’s share of profits 
which have not been distributed to the trader and which are held back in an account of the firm.  
Holdbacks are not a contribution to the firm in the form of a capital contribution, loan, security 
deposit or other payment.  Holdbacks may not exceed the trader’s share of net profit/loss in the 
previous 24 month period.  In addition, holdbacks may not be held by the firm for greater than 2 
years without being converted to equity capital; that is the trader would need to become an 
equity owner of the firm for their interest held back greater than 2 years.   
 
If the 1099-B independent contractor/self-employed individual is not an equity, lessee or Rule 
106.F. member or does not maintain a holdback of at least $250,000 as permitted with the 
member firm and is trading a member firm account, non-member customer fees will apply on 
trades executed by the individual.  These accounts should not be registered in the Fee System 
as member firm accounts and are not eligible for firm-based incentives or discounts.    
 
 
1.2.3 Bona-fide Owners 
 
Individual owners are considered to have an acceptable proprietary interest in the member firm 
as follows: 
 
• Clearing, CME and CBOT Rule 106.I. and CBOT, NYMEX and COMEX Rule 106.J. 

members - $250,000 in bona-fide capital.  
• CME and CBOT Rule 106.H./R. members – no specific dollar level; only bona-fide capital 

interest. 
 
For individual owners, the bona-fide capital interest must be in the form of an equity investment; 
it cannot take the form of a loan including a subordinated loan.  In addition, for clearing, CME 
and CBOT Rule 106.I. and CBOT, NYMEX and COMEX Rule 106.J. members an individual 
owner’s capital interest as well as any holdbacks may be added together for purposes of 
meeting the $250,000 proprietary interest.  
 
Individual owners of member firms who maintain an acceptable proprietary interest in the firm 
may receive member fees on their trading activity of the member firm’s account.  Further, 
individual owners with acceptable proprietary interests who share in the profit split of a team of 
traders must share in the profits/losses of the overall firm (e.g. customer business and other 
proprietary trading activities) in order to be considered a bona-fide owner. If such individual 
owners do not share in the overall firm profits/losses, their share of the profit split from the team 
of traders must be reported on a W-2 or 1099 MISC in order to receive member fees on the 
trading activity of the trader team. 
 
Individual owners of member firms who do not maintain an acceptable proprietary interest in the 
firm are not entitled to receive member fees on their trading activity of the member firm’s 
account unless their trading profitability is reported to them on a W-2 or 1099-MISC or they are 
on one of the clearing member firm’s Rule 106.F. memberships.   
 
Individual owners of member firms with less than an acceptable proprietary interest who trade 
the member firm account and whose trading profitability is reported on a form other than a W-2 
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or 1099 MISC (e.g. an IRS Form K-1) are assessed fees based on the lowest division of 
membership held by the owner and the firm.  If such owners are not equity, lessee or Rule 
106.F members themselves, non-member customer fees will apply and these accounts should 
not be registered in the Fee System and are not eligible for firm-based incentives or discounts.    
 
An investing LLC is prohibited from trading and/or having a specific interest in a member firm 
account eligible for equity member rates unless (1) the investing LLC maintains an investment 
of an acceptable proprietary interest of bona-fide capital in the member firm for each owner (that 
is owner, member and/or equity participation member) of the investing LLC and (2) the trading is 
conducted by and only by individual owners of the investing LLC.10 
 
 
1.2.4 Individual Equity/Lessee Members 
 
A member firm account traded by an equity/lessee member who is not a W-2 employee, 1099-
MISC independent contractor/self-employed individual, 1099-B independent contractor/self-
employed individual of a clearing, CME and CBOT Rule 106.I. or CBOT, NYMEX and COMEX 
Rule 106.J. member who maintains at least $250,000 in holdbacks, or Rule 106.F. member is 
assessed fees based on the lowest membership status of the firm and the equity/lessee 
member.  These accounts must be registered in the Fee System under the party with the lowest 
division of membership held.  Further the account title field in the Fee System must identify the 
member firm as the account owner. 
 
 
1.2.5 Rule 106.F. Clearing Member Transfers 
 
Traders on a clearing member’s Rule 106.F. membership may receive their compensation in 
any manner including a W-2, 1099-MISC, 1099-B, or K-1 for their (not of a team/division) trading 
activity of the clearing member firm account.  All other requirements for member firm trading 
must be met.  
 
 
1.3 Member Firm Traders for Open Outcry Activity 
 
 
1.3.1. CME Open Outcry 
 
The member firm trading of a CME clearing member or CME Rule 106.H./I./S. member is 
entitled to member clearing fees when an individual owning and holding a membership or the 
firm’s CME Rule 106.F. or CME Rule 106.H./I./S. member executes it on the floor of the 
exchange in open outcry.     
 
The member firm trading of a CME clearing member or CME Rule 106.H./I./S. member 
conducted with discretion by a CME Rule 106.D. lessee member on the floor of the Exchange in 
open outcry will be charged fees based on the lowest membership status of the firm and the 
CME Rule 106.D. lessee member regardless if the lessee member is a firm W-2 employee or 
1099-MISC independent contractor/self-employed individual.  The CME Rule 106.D. lessee 

                                                 
10  There are no restrictions on passive investing LLCs of members firms.  Passive investing LLCs do not 
trade or have a specific interest in a trading account(s) and their return is based on the overall firm’s 
profitability.  
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member must be registered as an account controller for the clearing or CME Rule 106.H./I./S. 
member firm account in the Fee System.     
 
 
1.3.2. CBOT Open Outcry 
 
The member firm trading of a CBOT clearing member or CBOT Rule 106.H./I./J./S. member is 
entitled to member clearing fees when an equity member or lessee or the firm’s CBOT Rule 
106.F. or CBOT Rule 106.H./I./J./S. member executes it on the floor of the exchange in open 
outcry.  
 
 
1.3.3. NYMEX and COMEX Open Outcry 
 
The member firm trading of a NYMEX and COMEX clearing member or Rule 106.J. member is 
entitled to member clearing fees when an equity member or lessee executes it on the floor of 
the exchange in open outcry.  
 
 
1.4 Member Firm Trader Compensation and Profit Splits  
 
Member firm trading and trader compensation must meet the following requirements: 
 
• Traders cannot be responsible for losses beyond their share of profits earned and 

maintained in the account which have not yet been distributed to the trader.  
 
• The firm must be allocated both a portion of the profits and losses of the member firm 

account. 
 
• The profit split on agreements with any trader, including owners acting as traders, may not 

exceed 80/20 (i.e. 80% to the trader/20% to the firm).   
 

• For member firm trading conducted by a team of traders, the profit split to the team in 
total may not exceed 80/20 (i.e. 80% to the trader team/20% to the firm).   

• Further the 80% limit on profit splits to a trader or team of traders includes any individual 
who has a specific interest in its profitability including those involved in the 
supervision/training of the account(s) and/or trader(s). 

 
• Non-owner traders cannot leave their share of profits in the firm for greater than two years 

without becoming an equity owner.  
 

• Non-owner trader’s share of capital in an account may not exceed the trader’s share of 
net profit/loss in the previous 24 month period.   

• If a trader leaves their share of any profits in the account for greater than two years, they 
must become an equity owner. 
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• The firm is prohibited from: 
 

• Setting minimum account balances for its traders. 
• Charging margin on positions to traders. 
• Charging fees on draws taken by traders. 
• Requiring or accepting security deposits from its traders. 

 
 
2. BEST PRACTICES 
 
 
2.1 Description of Best Practices 
 
CME Group recognizes that certain business practices may be utilized when conducting 
customer business as well as member firm trading activities.  The Best Practices were 
established to allow member firms to utilize certain business practices (most not allowed in the 
past) which are generally prohibited.  In order to do so, the member firm must clearly 
demonstrate to CME Group their application of these non-compliant practices is not inconsistent 
with CME Group’s goal of providing member fees only for member firm trading activity.  Such 
practices will be reviewed individually and in the aggregate in relation to the firm’s entire trading 
activities and operation. 
 
Review of such non-compliant practices will reflect the following key principles of CME Group’s 
member firm trading policies.  First and foremost, the trading activity eligible for member fees 
must be conducted for the account and sole benefit of the member firm itself.  The trading 
activity of individual customers/traders conducted in the name of the firm is not eligible for 
discounted member firm fees in order to prevent arcade type trading under the guise of member 
firm trading and to prevent the “selling” of member firm rates.  Further, a member firm may only 
profit/benefit from the member firm trading activity through the performance of the trade and not 
from any other source such as a commission or charge for trade execution.   
 
Non-compliance with the Best Practices below is generally prohibited as it is indicative of arcade 
type trading, the selling of rates, and/or profiting from sources other than the performance of the 
member firm trade.  As such, while the Best Practices are not absolutes as the 
Requirements are, any non-compliance of the Best Practices will be carefully reviewed 
with the burden of responsibility on the member firm to clearly support and demonstrate 
to CME Group’s satisfaction that the trading is of the member firm itself.   Under limited 
circumstances in reviewing the totality of the member firm’s trading operations and the 
violative practice(s), CME Group may deem the member firm’s trading activities in 
accordance with our policies for member firm trading activity that is eligible for member 
firm fees. 
 
 
2.1.1 Interest  
 
The firm may not charge interest on debit balances to traders nor may it pay interest on credit 
balances to traders except where an options trading strategy is utilized in which interest on the 
premium is a key component of the overall profitability of the strategy.   
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The firm may not pay interest on holdbacks where holdbacks are permitted. 
 
The firm may not pay interest on capital contributions. 
 
 
2.1.2 Allocated Expenses 
 
A firm may not allocate expenses to trades or traders in excess of actual direct and indirect 
expenses of the individual member firm trades or traders.  Only actual expenses incurred may 
be allocated – a mark up on expenses is not permitted.  Further, opportunity costs may not be 
allocated.   
 
Expense allocations may be made on a per trade/contract basis and/or monthly, quarterly, 
yearly, or other time period basis.   
 
Direct expenses may include items such as clearing and Globex fees, brokerage commissions 
(those charged by member firm’s clearing firm), software, connection/line charges, licensing 
fees, and market subscriptions.  Indirect expenses may include items such as rent, utilities, 
membership/share costs, and firm costs for accounting, legal, back-office, compliance, strategy 
development, programming, and human resource services.   
 
For all expenses allocated the firm must maintain records of actual costs incurred.  All rebates 
of expenses incurred must also be reflected in the allocated costs.  Further total costs incurred 
may not be allocated only to traders but must be allocated to all areas of the member firm’s 
operations which benefit; for example rent should be allocated across all areas of the firm 
utilizing office space.  If an expense is otherwise allocated directly to a trader (for example a line 
charge) such expense may not be included in the allocated costs. 
 
The total amount of expenses allocated must be reasonable to the actual costs incurred.  
Allocated expenses must be reviewed, and if necessary adjusted, routinely to ensure they 
continue to be reasonable in relation to actual expenses.  Member firms must maintain and 
provide adequate supporting calculations and documentation of such allocated expenses and 
their reasonableness.  
 
 
2.1.3 Capital Usage Fee 
 
A firm may not charge a fee for capital usage to individual traders of the member firm’s 
accounts. 
 
 
2.1.4 Cost of Capital Fee 
 
A firm may not charge a fee for the cost of capitalizing the firm (and thus the member firm’s 
trading accounts) to individual traders. 
 
 
2.1.5 Owners Interest in Member Firm Accounts 
 
Individual owners and investing LLCs (as permitted) of a member firm may not have a specific 
interest in the profitability of a member firm account or group of accounts other than a member 
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firm account that the individual owners or owners of the investing LLC trade or provide direct 
supervision/training to.  Thus, an individual owner/investing LLC may not be entitled to a direct 
percentage of the profits of a member firm account traded by a specific “independent” 
employee(s) or contractor(s) of the member firm. 
 
 
2.2 Application of Best Practices 
 
As previously stated non-compliance with the Best Practices is indicative of profiting from 
sources other than the performance of the member firm trade and is generally indicative of a 
customer relationship versus a member firm trader relationship.  Non-compliance with the above 
practices will be carefully reviewed with the burden of responsibility on the member firm to 
clearly support and demonstrate the trading as of the member firm itself.  Upon review of the 
practice, CME Group will in its sole judgment determine whether the member firm’s practices 
are consistent with CME Group’s policies for member firm trading activity that is eligible for 
member firm fees. 
 
If a member firm has any questions concerning the acceptability of its current or potential 
business practices that may appear inconsistent with the Best Practices, please contact the 
Audit Department at (312) 930-3230 for forwarding to the Fee Policy Team for discussion and 
review. 
 
 
3. PENALTIES 
 
The policies set forth herein will be strictly enforced by CME Group.  A member, clearing 
member, or corporate member found to have engaged in fraudulent or dishonest conduct 
or to have acted in bad faith will be subject to a charge of a major rule violation. Major 
rule violations are punishable by a fine up to $1,000,000 plus the monetary value of any 
benefit received as a result of the violative activity.  
 
 
If you have any questions, please call the Audit Department at (312) 930-3230. 
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(CME Clearing Member) 

Chicago Mercantile Exchange Inc. 
CME Clearing Member Firm 

Member Firm Trading Attestation 

The trades of a CME clearing member ("clearing member") may receive equity member fee 
rates - less than charged to non-member customers. The member firm trades of a clearing 
member and all of its 100% owned subsidiaries are entitled to equity member fees. 

In order for clearing members to receive equity member fees on CME trades, all member firm 
trading must be conducted in accordance with CME's Fee Policy Bulletins at 
http://www.cme.com/clearing/audit/adv/ for Member Firm Trading Policies. 

Requirements (Absolutes) 

A member firm trading account is evidenced through: 

• The financial benefit and risk shall be solely of the member firm - only firm capital is at risk 
of loss. 

• No non-owner traders may make any contributions or payments to the member firm or 
member firm trading account nor have any capital at risk in connection with their trading of 
the member firm account. 

• All contributions by owners of the member firm are subject to risk of loss from any and all 
trading and business activities of the firm. 

• All profits and losses of the member firm account are written off to the income of the 
member firm and are taxed to the member firm in accordance with IRS regulations. 

• All trading must be done in member firm trading accounts held in the name of the clearing 
member. 

Further, clearing member trading activity must be conducted by traders including 
operators/administrators of Automated Trading Systems ("ATS") that are: 

• Bona-fide W-2 employees (or equivalent W-2 of a foreign jurisdiction) of the clearing 
member; or 

• Independent contractors and other self-employed individuals whose total compensation (that 
is, all compensation) is reported on an IRS Form 1099-MISC ("1099-MISC") (or equivalent 
document of a foreign jurisdiction) of the clearing member; or 

• Owners who maintain at least $500,000 in bona-fide capital; or 
• Individual equity members of CME trading within their division of membership; or 
• Rule 106.F. Clearing Member Transfer members; or 
• Registered Commodity Trading Advisors ("CTAs"), exempt CTAs under CFTC Regulations 

4.14(a)(4), 4.14(a)(5), 4.14(a)(8)(i)(D) or 4.14(a)(10), and Investment Managers authorized 
by the Financial Services Authority ("FSA"). 

All clearing member traders must be assigned unique trader IDs, those IDs and the associated 
clearing member trader must be appropriately registered in CME's Exchange Fee System and 
all Globex trades (orders) must be identified with the registered ID of the trader executing the 
trade. 

3 October 2008 



Chicago Mercantile Exchange Inc. 
CME Clearing Member Firm 

Member Firm Trading Attestation 

In addition, member firm trading must meet the following requirements: 

• Traders cannot be responsible for losses beyond their share of profits earned and 
maintained in the account which have not yet been distributed to the trader. 

• The firm must be allocated both a portion of the profits and losses of the member firm 
account. 

• The profit split on agreements with any trader, including owners acting as traders, may not 
exceed 80/20 (i.e. 80% to the trader/20% to the firm). 
• For member firm trading conducted by a team of traders, the profit split to the team in 

total may not exceed 80/20 (i.e. 80% to the trader team/20% to the firm). 
• Further the 80% limit on profit splits to a trader or team of traders includes any individual 

who has a specific interest in its profitability including those involved in the 
training/supervision of the account(s) and/or trader(s). 

• Non-owner traders cannot leave their share of profits in the firm for greater than one year 
without becoming an equity owner. 
• Non-owner trader's share of capital in an account may not exceed the trader's share of 

net profit/loss in the previous 12 month period. 
• If a trader leaves their share of any profits in the account for greater than one year, they 

must become an equity owner. 
• The firm is prohibited from: 

• Setting minimum account balances for its traders. 
• Charging margin on positions to traders. 
• Charging fees on draws taken by traders. 
• Requiring or accepting security deposits from its traders. 

· Best Practices 

CME recognizes that certain business practices may be utilized when conducting customer 
business as well as member firm trading activities. The Best Practices were established to 
allow member firms to utilize certain business practices (most not allowed in the past) which are 
generally prohibited. In order to do so, the member firm must clearly demonstrate to CME their 
application of these non-compliant practices is not inconsistent with CME's goal of providing 
member fees only for member firm trading activity. Such practices will be reviewed individually 
and in the aggregate in relation to the firm's entire trading activities and operation. 

Review of such non-compliant practices will reflect the following key principles of CME's 
member firm trading policies. First and foremost, the trading activity eligible for member fees 
must be conducted for the account and sole benefit of the member firm itself. The trading 
activity of individual customers/traders conducted in the name of the firm is not eligible for 
discounted member firm fees in order to prevent arcade type trading under the guise of member 
firm trad ing and to prevent the "selling" of member firm rates. Further, a member firm may only 
profit/benefit from the member firm trading activity through the performance of the trade and not 
from any other source such as a commission or charge for trade execution. 

Non-compliance with the Best Practices below is generally prohibited as it is indicative of 
arcade type trading, the selling of rates , and/or profiting from sources other than the 
performance of the member firm trade. As such, while the Best Practices are not absolutes as 
the Requirements are, any non-compliance of the Best Practices will be carefully reviewed with 
the burden of responsibility on the clearing member to clearly support and demonstrate to 
CME's satisfaction that the trading is of the clearing member itself. Under limited circumstances 

4 October 2008 



Chicago Mercantile Exchange Inc. 
CME Clearing Member Firm 

Member Firm Trading Attestation 

in reviewing the totality of the clearing member's trading operations and the violative practice(s), 
CME may deem the clearing member's trading activities in accordance with our policies for 
clearing member trading activity that is eligible for equity member fees. Please check the box 
next to each practice which you do not comply with regarding your member firm trading: 

0 The firm may not charge interest on debit balances to traders nor may it pay interest on 
credit balances to traders except where an options trading strategy is utilized in which 
interest on the premium is a key component of the overall profitability of the strategy. 

0 The firm may not pay interest on holdbacks where holdbacks are permitted. 
0 The firm may not pay interest on capital contributions. 
0 The firm may not allocate expenses to trades or traders in excess of actual direct and 

indirect expenses of the individual member firm trades or traders. Only actual expenses 
incurred may be allocated - a mark up on expenses is not permitted. Further, opportunity 
costs may not be allocated. Clearing members must maintain and provide adequate 
supporting calculations and documentation of such allocated expenses and their 
reasonableness. 

0 A firm may not charge a fee for capital usage to individual traders of the member firm's 
accounts. 

0 A firm may not charge a fee for the cost of capitalizing the firm (and thus the member firm's 
trading accounts) to individual traders. 

0 Individual owners and investing LLCs (as permitted) of a clearing member may not have a 
specific interest in the profitability of a clearing member account or group of accounts other 
than a clearing member account that the individual owners or owners of the investing LLC 
trade or provide direct supervision/training to. 

I represent that all current and future member firm trading activity of clearing member receiving 
equity member clearing fee rates will conform to the requ irements for such trading activity 
established by CME Group Inc. 

I attest that the above information is true and correct. I further acknowledge that confirming 
incorrect information may subject me to CME Group Inc. disciplinary action and/or penalties. 

Signed and accepted by a corporate officer and a duly authorized human resource or legal 
representative of my organization. 

Corporate Officer * HR or Legal Representative 

Signature: 

Printed Name: 

Title: 

Date: 

*Acceptable Signor: CFO, CEO, COO, or equivalent officer. 

5 October 2008 
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AUTHORIZATION AGREEMENT FOR PRE-AUTHORIZED PAYMENTS (DEBITS 
AUTHORIZATION IS NOT TRANSFERABLE OR NEGOTIABLE) 

l hereby authorize CME Group Inc. to initiate debit entries to the checking account indicated below and the 
institution named below for the payment of amounts owed by this company to CME Group Inc., including 
its subsidiaries, Chicago Mercantile Exchange Inc. and The Board of Trade ofthe City of Chicago; Inc. 

l agree to instruct my bank to honor all such transfers. In the event a transfer is retumed to CME Group Inc. 
dishonored and uncollected, the amount indicated on the transfer will be inunediately due and payable, and 
further participation in this service may be terminated at the option of CME Group lnc. In the event I 
choose to discontinue this service, I agree to honor any transfers covering amounts due and owing to CME 
Group Inc. which have been drawn on my account prior to receipt by CME Group Inc. of written notice of 
such discontinuance. 

I understand that CME Group Inc. reserves the right to canc-el this service at any time upon written notice 
to my company. I also reserve the right to cancel my company's participation in this service by written 
notice. 

I understand CME Group Inc. wm debit Clearing Firms bank account on the 7111 business day for 
Clearing/Exchange Fees and Non-Clearing Charges on the 251h day of the month. 

I. BANK INFORMATION (Please attach a void check) 

BANK: 

CITY: ---~------STATE: ___________ _ 

TRANSIT/ABA NUMBER:------------ -----

ACCOUNT NUMBER: _______ ___________________________ _ 

This authorization is to remain in effect until cancelled by either CME Group Inc. or the undersigned. 

11. CLEARING FIRM INFORMATION 

Firm Name: ----------------------

Firm No: _____________________ _ 

ADDRESS: ____________________________________________ _ 

CITY/STATE/ZIPCODE: --------- ----- -------

PHONE NUMBER: ____________ __________________________ __ 

This authorization is to remain in effect until cancelled by either CME Group Inc. or the undersigned. 

AUTHORIZED SIGNATURES 

NAME TITLE 

NAME TITLE 

Customer accounts payable or accounting contact/Phone Number: 



OTC Clearing Firms Only 
AUTHORIZATION FOR J>RE-A UTHORI ZED PAYMENTS 

(DEBITS AUTHORIZATI ON IS NOT TRANSFERABLE OR NEGOTIABLE) 

CME Clearing Firm identified below ("Clearing Firm'') hereby authorizes Chicago Mercantile Exchange Inc. (and/or 
any of its affiliates, including without limitation The Board of Trade of the City of Chicago. Inc. and New York Mercantile 
Exchange, Inc.) (collectively. "~.E'") to initiate debit entries from each of the respective checking account(s) listed below, held 
at each of the bank(s) named below (each, an "Authori7-ed Bank"), for the payment of amounts owed by Clearing Firm to CME 
(ancVor its subsidiaries) (each, a "Transfer"). 

Clearing Firm agrees to instruct each respective Authorized Bank to honor all such Transfers. In the event that any 
initiated Transfer is returned to CME by the applicable Bank dishonored and uncollected. the amount indicated on the Transfer 
will be immediately due and payable by Clearing Member, and futther participation in this service may be terminated in CME's 
sole discretion. 

Clearing Fim1 understands that CME reserves the right to cancel this service at any time upon written notice to 
Clearing Finn. Clearing Fim1 also reserves the right to cancel its participation in this service by prior written notice. In the event 
Clearing Finn chooses to discontinue this service, Clearing Finn agrees to honor any Transfers covering amounts due and owing 
to CME which have been drawn on any of its account identified below prior to receipt by CME of written notice of such 
discontinuance. 

Clearing Firm understands CME will debit Clearing Finn's bank account in the currency billed on the 7'h business day 
of the month for Clearing/Exchange Fees and Non-Clearing Charges on the 25'h day of the month. 

I. AUTHORIZED BANK INFORMATION (Please note "DNA "for any currency that does not apply) 

SWIFT 
BANK STATE/ ACCOUNT CODE/ABA 

CURRENCY NAME CITY COUNTRY Number IBAN Number Number 

USD 

AUD 

CAD 

CHF 

GBP 

JPY 

EUR 

SEK 

DKK 

NOK 

HKD 

NZD 

SGD 

HUF 

ZAR 

PLN 

CZK 



II. CLEARING F IRM INFORMATION 

Firm Name: ------------------------------
Firm No: 

Address: ---- ----------- - - ----------- - - -

City/State/ZIP Code: ---------------------------

Phone Number: 

Accounts Payable/Accounting Contact & Phone Number: - -------------- -

II. C LEARING FIRM AUTHORIZ E D SIGNAT UR ES 

C LEARING FI RM 

By: ---------------------------
Name: 

T itle: 

By: -----------------------------
Name: 

T itle: 
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GIVE-UP PAYMENT SYSTEM™ 
CLEARING MEMBER AGREEMENT AND PARTICIPATION FORM 

This Give-Up Payment System ("GPS") Clearing Member Agreement is between the 
Chicago Mercantile Exchange Inc. ("CME") and 
("Clearing Member"). 

CME, via the GPS, will calculate the net amount of give-up fees owed by or due the 
Clearing Member based on Clearing Member's total give-up transactions as a carrying 
firm and/or executing firm during the calendar month. Clearing Member agrees to 
authorize the financial institution identified below to pay CME the amount of give-up 
fees owed by Clearing Member as a carrying firm to other members, less the amount of 
give-up fees owed by other members to Clearing Member in its capacity as an 
executing firm. If the amount of give-up fees owed to Clearing Member as an executing 
firm exceed the amount owed by Clearing Member as a carrying firm, then CME will 
initiate a credit entry to Clearing Member in the amount of such excess. 

The account identified below is the deposit account maintained by Clearing Member 
for participation in the GPS: 

Financial Institution------- -----------------

Branch Name 

Specific Address of Branch---------------------

Bank Contact Person------------- Telephone _____ _ 

Exact Account Name ______________________ _ 

Check one: Savings __ Checking __ Money Market __ 

Account Number _________ _ Bank Routing Number ______ _ 

Taxpayer I .D. Number----------------------

Name of customer or division to be billed (Clearing Member divisions to be associated 
with this firm for payment purposes): 

Clearing Member Contact Person ________ Telephone _____ _ 



FOR CHECKING AND MONEY MARKET ACCOUNTS ATTACH A VOIDED CHECK OR COPY THEREOF BELOW· 

-VOIDED CHECK OR COPY THEREOF-

Clearing member authorizes CME to act on its behalf by instructing the Bank designated above, to accept 
and act upon all credit and debit entries to the Account that are indicated by CME thereunder. including, 
but not limited to entries made under the following circumstances: (i) in the event of a mistake. error or 
omission by CME relating to the above debit and/or credit entries; (ii) in order to return or deduct give-up 
fees as is indicated based on a recalculation of net give-up fees, pursuant to the GPS. 

Clearing Member understands and agrees that CME Rule 578- LIMITATION OF 
LIABILITY, NO WARRANTIES, applies to Clearing Member's use of the GPS. IN 
ADDITION TO THOSE LIMITATIONS SET FORTH IN RULE 578, CME SHALL NOT 
BE LIABLE TO CLEARING MEMBER OR ANY OTHER PERSON FOR ANY 
DAMAGES RESULTI NG FROM CME'S FAILURE TO NOTIFY THE DESIGNATED 
BANK, OR AS A RESU LT OF PROVIDING AN INCORRECT OR PARTIAL 
NOTIFICATION TO THE BANK, OF ANY MATTER RELATI NG TO 
OBLIGATIONS AND PAYMENTS INVOLVING THE GPS. 

Clearing Member agrees to pay a monthly service fee to CME for GPS processing. 

Clearing Member - - - --- -------------------

By (please print)------------ Title ________ _ 

Signature - --- - ---- --- - - ------ Date _ ____ _ 

Please complete the attached W-9 form and submit with this clearing member participation form. 

GPsn• is a trademark of the Chicago Mercantile Exchange Inc. 

3477a 
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08123112 

@D CMEGroup Member Firm Online System Access 
Request Form User Information 

Add 0 Change 0 Delete 0 Resume 0 Request Type (new 
(adding 

(removing (forgotten. lost. additional 
Access) system access) access) revoked access) 

Existing User· 10: (Must be nned In It request type Is Chilnge. Delete. or Resume) 

Clearing Member Firm Information 
Firm#: _______ _ Firm Name: _______________ __ _ 

End User Information 

Username: ------------- Business Phone: ( ) __ 
(First. Middle Initial. Last) 

Firm Address: 

User Email Address: 
City: 

IN ORDER TO PROCESS PASSWORD RESETS OVER THE PHONE YOU WILL NEED TO 
PROVIDE AN ANSWER TO ONE OF THE FOLLOWING QUESTIONS BELOW: 

What city were you born In?---------- ------ - - -----

What is your favorite city? _______ _ _____________ _ _ _ 

What is your pet's name? -------------- -------- --

What secondary school did you attend? _ _ ______________ _ _ _ 

Approved Signer Information 

Authorizing Signature: ------------ Print Name: _ ______ _ 

Title: ____ _____ _ Date: ____ _ 

Firm Support Group 
20 S. Wacker Drive 
Chicago, IL 60606 

Phone: ( ) __ 

• DIRECT $ECURITY ACCE$S INQUIRIES TO THE FIRM SUPPORT GROUP AT (312) 930·3444 Opt.# 2 
• PLEASE ALLOW A MINII'v1UM OF 48 HOURS FOR PROCESSING YOUR SECURITY REQUEST. 

Fax: 
(312) 604-9460 



@;) CMEGroup Member Firm Online System Access 
Request Form User Information 

08123112 

Exchanges User Needs Access To: 

Exchanges: CME CBT_ NYMEX_ COMEX_ DME_ ERIS 

Firm #'s: ----- ------------------

Environments Needed: 

Production New Release Certification 

REQUESTED SYSTEM 
Please Identify below the Online System you wish to access 

System Update Read-Only 
Access Access 

Front End Clearing (FEC) 
FEC+ 
Deliveries 
Depository Deliveries N/A 
EREP - Operations Reports N/A 
EREP - Risk Reports N/A 
EREP- Financial Reports N/A 
EREP- Delivery Reports N/A 
Broker Payment System (BPS) 
Give-Up Payment System (GPS) 
Fee System Portal 
Positions 
Asset Management 
Settlements Firm N/A 

Special Instructions:-------------------------

Firm Support Group 
20 S. Wacker Drive 
Chica o IL 60606 

·DIRECT SECURITY ACCESS INQUIRIES TO THE FIRM SUPPORT GROUP AT (3121930·3444 Opt.# 2 
• PLEASE ALLOW A MINIMUM OF 48 HOURS FOR PROCESSING YOUR SECURITY REOUE5'T. 

Fax: 
(312) 604-9450 



CMEGroup 

Request Type 
Add D Change 

Existing User ID: Cl ick here to enter text. 

OTC Online System Access 

Request Form User Information 

D Delete D Resume D 

(must be filled in if request type Is Change, Delete, or Resume) 

Clearing Member Firm Information 

Firm#: Click here to enter text. 

End User Information 

User name: Click here to enter text. 
(First, Middle Initial, Last) 

Firm Address: Cl ick here to enter text. 

User Email Address: Click here to enter text. 

Firm Name: Click here to enter text. 

Business Phone: Click here to enter text. 

City: Click here to enter text. 

IN ORDER TO PROCESS PASSWORD RESETS OVER THE PHONE YOU WILL NEED 

TO PROVIDE AN ANSWER TO ONE OF THE FOLLOWING QUESTIONS BELOW: 

Birth Place? Click here to enter text. 

Date of Birth (MM/DD/YYYY)? Click here to enter text. 

School? Click here to enter text . 

Approved Signer Information 

Authorizing Signature: --------- Print Name:----------

Title: _________ _ Date: ------ Phone: ---------

Direct security access inquiries to the EASE Team at (312) 930-3444 Opt #2 

Please allow a minimum of 48 hours for processing your security request Page 1 

Our fax number is (312) 604-9450 



CMEGroup OTC Online System Access 

Request Form User Information 

Exchanges User Needs Access To: 

CMD (CDS) D CME (IRS) D 
Firm #'s : Click here to enter text. 

Environments Needed: 

Production D New Release D Certification D 

Requested System 
Please identify below the Online System you need access to: 

System Update Read-Only 
Access Access 

Front End Clearing (FEC) and FEC+ 0 0 
FEC for OTC IRS (DMS) 0 N/A 

EREP- Operations Reports N/A 0 
EREP- Risk Reports N/A 0 
EREP - Financial Reports N/A 0 
Fee System Portal (EFS) 0 0 
Asset Management 0 0 
Settlements Firm 0 N/A 

Special Instructions: 
Click here to enter text. 

Direct security access inquiries to the EASE Team at (312) 930-3444 Opt #2 

Please allow a minimum of 48 hours for processing your security request Page 2 

Our fax number is (312) 604-9450 



:::> CME Group OTC Online System Access 

Request Form User Information 

Third Party Platform Access Authorization 

If Clearing Member Firm intends to access FEC th rough a third party platform instead of directly, this 

section must be completed. The purpose of this section is for Clearing Member Firm to allow a t hird 

party platform to interact with CME in a limited capacity as outlined below. BY AUTHORIZING A THIRD 

PARTY PLATFORM, CLEARING FIRMS ACKNOWLEDGE THAT ANY ACTION (OR FAILURE TO PERFORM 

ACTION) BY THE THIRD PARTY PLATFORM WILL BE VIEWED AS IF THE ACTION (OR FAILURE TO PERFORM 

ACTION) WAS PERFORMED BY THE CLEARING FIRM. 

Responsibility that Clearing Member Firm delegates to third party platform 

Type of Responsibility Click here to ente r text. 

OTC IRS FEC Accept I Reject Click here to enter text. 

OTC CDS FEC Accept I Reject Click here to enter text. 

OTC FX FEC Accept I Reject Click here to enter text. 

Authorized Third Party Platform Information 

Name of the Platform Cl ick here to enter text. 

Primary Contact Name Click here to enter text. 

Primary Contact Phone Click here to enter text. 

Primary Contact Email Click here to enter text. 

Secondary Contact Name Click here to enter text . 

Secondary Contact Phone Click here to enter text. 

Secondary Contact Email Click here to enter text. 

Direct security access inquiries to the EASE Team at (312) 930-3444 Opt #2 

Please allow a minimum of 48 hours for processing your security request Page 3 

Our fax number is (312) 604-9450 
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6~CMEGroup 
A CME/Chlcaao Board of Trade/NYMEX Company 

BROKERAGE PAYMENT SYSTEM 
FLOOR BROKER PARTICIPATION FORM 

The account identified below is the deposit account maintained by Floor Broker for 
participation in the Brokerage Payment System™ : 

Financial Institution:-----------------------

Branch Name:-------------------------

Specific Name of Branch:---------------------

Bank Contact Person:----------- ------------

Telephone Number: --- ---- --------- --------
Exact Account Name: _____________ __________ _ 

Check One: Savings _ _ _ _ Checking ___ _ 

Bank Routing Number:-------- Account Number ______ _ 

Taxpayer Identification Number:----------- --------
FOR CHECKING AND MONEY MARKET ACCOUNTS, ATTACH A VOIDED CHECK OR COPY THEREOF BELOW: 

-VOIDED CHECK OR COPY THEREOF-

THIS CHANGE EFFECTS BROKERAGE FOR THE MONTH OF----

Are you presently a member of a Broker Group? YES __ NO 

If yes, please identify the principal or spokesperson: 

Floor Broker authorizes the CME to act on its behalf by instructing the Bank designated 
above, to accept and act upon all credit and debit entries to the account that are 
indicated by CME hereunder. 

Broker Symbol ____ _ 

Floor Broker (please print) ---------------------

Signature: Date:------- --
Please complete the attached W-9 form and submit with this Floor Broker participation form. 
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G~CMEGroup 

BROKERAGE PAYMENT SYSTEM™ 
BROKER AGREEMENT 

This Agreement, effective as of , 20 _ _ , is entered 
into by and between Chicago Mercantile Exchange Inc., ("CME"), having its principal place of 
business at 20 South Wacker Drive, Chicago, Illinois 60606 and 
------------------· a CME or CBOT Member or KCBOT 
permit holder and independent broker (" Broker"), conducting business at CME. 

RECITALS 

WHEREAS, CME has developed certain software known as the Brokerage Payment 
System or "BPS," which calculates amounts owed by clearing members to brokers for trade 
execution services: 

WHEREAS, CME has implemented a mandatory automatic brokerage billing system 
based upon the BPS, that calculates the amount of brokerage owed by clearing members to 
brokers, automatically debits and credits such amounts to the accounts of such clearing 
members and brokers and creates reports relating to such calculations and transfers 
("Services"); and 

WHEREAS, the undersigned Broker will receive and CME will provide such Services to 
the Broker; 

NOW THEREFORE, in consideration of the mutual promises contained herein, CME and 
Broker hereby agree as follows: 

1. Authorization of Services 

Subject to the terms and conditions set forth herein, Broker hereby authorizes CME to 
initiate credit entries to the account specified in Exhibit A attached hereto ("Account"), in 
accordance with the policies for transmitting payments of brokerage fees that are owed 
to Broker by clearing members for which Broker provided trade execution services 
("Clearing Members"). Further, Broker authorizes CME to initiate debit entries to the 
Account in the event of any mistake, error or omission by CME relating to any such 
credit entry. Broker authorizes CME to act on its behalf by instructing the Bank 
designated In Exhibit A attached hereto ("Bank") , to accept and act upon all credit and 
debit entries to the Account that are initiated by CME hereunder. 

2. Calculation of Brokerage Payments 

For the purposes of calculating Clearing Members' payment obligations to Broker, CME 
will provide such Clearing Members with the opportunity to establish, and CME will reply 
upon, the brokerage rates that each such Clearing Member wishes to pay Broker for the 
performance of trade execution services. At the end of every 
month, CME will calculate the fees due to Broker for trade execution services provided 
to Clearing Members during such month. CME's calculations will be based upon the 
number of cleared contracts executed by Broker on behalf of such Clearing Members 
and/or their customers during such calendar month, as indicated by such Broker's 
Cleared Trades Report. 



3. Transfer of Funds 

CME will debit the Clearing Members accounts in the required amounts and will credit 
the Account by the amount calculated pursuant to the provisions of section 2 hereof, less 
the amount of service fees due in accordance with section 5 hereunder. 

4. Reports 

CME will provide reports on a periodic basis to Broker and such Clearing Members 
which contain a calculation of the cleared trades and the brokerage fees paid, and 
showing all pertinent data and related information. 

5. Fees 

Broker agrees to pay CME a monthly service fee of [twenty-five cents ($.25)J for each 
Clearing Member from whom Broker receives a payment hereunder; provided, however, 
that no fee shall be paid for any month in which the payment of brokerage fees by any 
such Clearing Member to Broker is less than [$25.00]. Broker agrees that CME shall 
deduct from the amount credited to Broker's account each month, all service fees 
incurred by Broker during such month. 

CME may also collect funds due from brokers of any kind through deduction in payments 
from the BPS application. Such funds include, but are not limited to, CME incurred 
brokerage fees, floor-related fees, electronic device charges and fines. 

6. Compliance 

Broker and CME will comply with and be bound by the policies and procedures as in 
effect from time to time relating to the Services as well as the policies and procedures of 
the Bank that relate to the Agreement. 

7. Financial Institution Change 

Broker agrees that it will provide a newly executed agreement at least twenty (20} days 
prior to any change in the Bank or account name or number identified in Exhibit A. 

8. Termination 

This Agreement may be terminated by CME or Broker at any time by giving twenty (20) 
days prior written notice to the other party. Notwithstanding such termination, this 
Agreement shall remain in full force and effect as to all transactions that have occurred 
prior to the date of termination . 

9. Confidential ity 

During the term of this Agreement and at all times thereafter, Broker shall keep and 
maintain any Confidential Information (defined hereafter} that Broker may receive in 
strictest confidence and shall not disclose such information to any third party except as 
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required by order of a court of competent jurisdiction or pursuant to a government 
request. For purposes of the preceding sentence, the term Confidential Information shall 
include the elements of the BPS Software and all programming, systems, user 
documentation, technical information, know-how, technology, formulae, information, 
system designs, prototypes, ideas, inventions, improvements, and data and files relating 
thereto that are not generally known to the public. 

10. Warranties, Liability and Indemnification 

a) BROKER ACKNOWLEDGES AND AGREES THAT THE BROKERAGE 
PAYMENT SYSTEM AND THE SERVICES ARE PROVIDED "AS IS" AND THAT 
CME DOES NOT MAKE ANY EXPRESS OR IMPLIED WARRANTIES OR 
REPRESENTATIONS RELATING TO THE BROKERAGE PAYMENT SYSTEM 
AND THE SERVICES, INCLUDING, WITHOUT LIMITATION, WARRANTIES OR 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE. 

b) BROKER ACKNOWLEDGES AND AGREES THAT NEITHER CME, NOR ANY 
OF ITS BOARD MEMBERS, OFFICERS, DIRECTORS, EMPLOYEES, 
AGENTS, OR AFFILIATES SHALL BE LIABLE UNDER ANY CIRCUMSTANCES 
WHATSOEVER TO BROKER, A SUCCESSOR OR REPRESENTATIVE 
THEREOF OR ANY PERSON OR ENTITY ASSOCIATED THEREWITH FOR 
ANY DIRECT DAMAGES, OR FOR ANY SPECIAL, PUNITIVE, EXEMPLARY, 
INCIDENTAL OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS 
OR COMMERCIAL LOSSES), ARISING OUT OF: (1) ANY DEFECT, ERROR, 
FAILURE OR MALFUNCTION IN THE BROKERAGE PAYMENT SYSTEM; (2) 
ANY FAULT, DELAY, ACT, OMISSION OR INACCURACY IN PROVIDING THE 
SERVICES OR ANY TERMINATION OF THE SERVICES; (3) ANY CLAIM 
ALLEGING THAT THE SERVICES OR ANY ACTIONS TAKEN BY CME IN 
CONNECTION WITH THIS AGREEMENT VIOLATE ANY RIGHTS OF 
BROKER, OR (4) FROM ANY OTHER CAUSE WHATSOEVER, REGARDLESS 
OF THE FORM(S) OF ACTION OF ANY OF THE FOREGOING, WHETHER 
BASED ON WARRANTY, CONTRACT, TORT (INCLUDING NEGLIGENCE OR 
STRICT LIABILITY) OR OTHERWISE, AND WHETHER OR NOT CME HAS 
RECEIVED NOTICE OF THE POSSIBILITY OR CERTAINTY OF SUCH 
DAMAGES OR LOSSES. 

c) Broker hereby agrees to indemnify and hold CME and its Board members, 
directors, officers, employees, agents and affiliates harmless from and against 
any and all liabilities. losses, costs, damages, interest claims, and expenses, 
including court costs and attorneys' fees, which CME or any of its Board 
members, directors. officer, employees, agents or affiliates sustains or incurs as 
a consequence of any claim, proceeding or action; (1) that relates directly or 
indirectly to Broker's use of or Inability to use the Brokerage Payment System or 
the Services rendered or to be rendered pursuant to this Agreement; (2) alleging 
that CME's Services or other actions related to this Agreement violate any rights 
of Broker; (3) arising from any act or omission of Broker or Broker's affiliates, 
employees or agents; (4) arising from the misuse, disclosure or misappropriate 
by Broker of any Confidential Information obtained by Broker; (5) alleging any 
facts which, if true, would constitute a breach by Broker of any obligation, 
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representation or warranty contained in this Agreement, or (6) claiming damages 
based on Broker's use of the Brokerage Payment System pursuant to this 
agreement. 

d) CME will promptly correct any errors or omissions caused by CME in any debit or 
credit entries initiated pursuant to this Agreement. 

e) The provisions of this section 10 shall survive any termination of this Agreement. 

11 . Notices 

Any written notice or other written communication required or permitted to be given 
pursuant to this Agreement shall be hand delivered or sent by United States registered 
mail, postage prepaid, to the parties at the addresses indicated above and, if to the 
Broker, directed to his or her attention (unless another person or address is substituted 
by Broker in the following space): and, if to CME, directed to the attention of Associate 
Director, Shareholder Relations and Membership Services Department. 

12. Miscellaneous 

a) Headings are used for reference purposes only, and shall not be deemed to a part of this 
Agreement. 

b) This Agreement shall be interpreted, construed and enforced in accordance with 
the laws of the State of Illinois without regard to any provision of Illinois law that 
would apply the substantive law of a different jurisdiction. The parties agree that 
any action, suit or proceeding arising out of or related to this Agreement shall be 
commenced in the United Stated District Court for the Northern District of Illinois, 
or if no federal jurisdiction exists, then in the Circuit Court of Cook County, 
Illinois. Each party hereby agrees to submit to the jurisdiction of such courts and 
to waive any objections based on venue in any action, suit or proceeding arising 
out of or related to this Ag reement. 

c) This Agreement embodies that entire agreement of the parties with respect to the 
subject matter hereof, and supersedes all previous negotiations, representations, 
and agreements with respect hereto, and shall be binding upon the parties 
hereto, and their respective successors and assigns. This Agreement may be 
amended only by a writing signed by both parties. 

d) No waiver or any breach hereof, of any of the terms and conditions hereof or any 
default hereunder, shall be deemed a waiver of any other breach or default or in 
any way affect any other terms or conditions hereof. 

e) If any provision of this Agreement is determined to be invalid or unenforceable, 
the remaining provisions of the Agreement shall not be affected thereby and shall 
be binding upon the parties hereto, and shall be enforceable as though the 
invalid or unenforceable provision were not contained herein. 
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f) Neither party shall bear any responsibility or liability to the other party for any 
losses arising our of any delay in or interruption of its performance of its 
obligations under this Agreement due to any act of God, fire, flood, severe or 
adverse weather conditions, act of governmental authority judicial decree, act of 
the public enemy or due to war, riot, civil commotion, insurrection, labor 
difficulties (including, without limitation, any strike or other work stoppage or 
slowdown), or other cause beyond the reasonable control of the party so 
affected. 

g) This Agreement shall not be assigned or transferred by Broker and any attempt 
to so assign or transfer this Agreement shall be null and void. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed on the 
date first above written. 

CHICAGO MERCANTILE EXCHANGE INC. BROKER 

By:------------
By: ____________ _ 

Print:-------------- Print:-------------

Title:-------------

6186.txt 
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EXHIBIT A 

The Account referred to in the Agreement is the following deposit Account maintained by 
Broker: 

Financial Institution: -----------------------
Branch Name: _________________________ _ 

Specific Name of Branch:---------------------

Bank Contact Person:----------------------

Telephone Number:------------------------
Account Name: _____ ___________________ __ 

Check One: Savings __ Checking __ 
Account Number: ____________________ ____ _ 

Bank Routing Number:---------------------

Social Security Number:---------------------

Primary Clearing Member:---------------------

Telephone Number:--------------------- --

Broker's Designated Contact: -------------------

Telephone Number:--- --------------------

Broker Symbol: -------------------------

ATTACH A VOIDED CHECK OR COPY THEREOF BELOW: 

-VOIDED CHECK OR COPY THEREOF-

6186.txt 

6 



 
 
          Exhibit R 



4~CMEGroup 
A CME/Chlcaso Board of Trade/NYMEX Company 

BROKERAGEPAYMENTSYSTEMm 
BROKER AGREEMENT 

This Agreement, effective as of . 20 __ , is entered 
into by and between Chicago Mercantile Exchange Inc., ("CME"), having its principal place of 
business at 20 South Wacker Drive, Chicago, Illinois 60606 and 
-------------------· a New York Mercantile Exchange, Inc. 
("NYMEX/COMEX") member, independent broker (" Broker"), and CPC Brokers ("OTC 
Business") conducting business at CME Group Inc. and any of its subsidiaries. 

(PLEASE CHECK APPROPRIATE BOX) 

NYMEX D AND/OR 

RECITALS 

COMEX D 

WHEREAS, CME has developed certain software known as the Brokerage Payment 
System or "BPS," which calculates amounts owed by clearing members to brokers for trade 
execution services: 

WHEREAS, CME has implemented a mandatory automatic brokerage billing system 
based upon the BPS, that calculates the amount of brokerage owed by clearing members to 
brokers, automatically debits and credits such amounts to the accounts of such clearing 
members and brokers and creates reports relating to such calculations and transfers 
("Services"); and 

WHEREAS, the undersigned Broker will receive and CME will provide such Services to 
the Broker; 

NOW THEREFORE, in consideration of the mutual promises contained herein, CME and 
Broker hereby agree as follows: 

1. Authorization of Services 

Subject to the terms and conditions set forth herein, Broker hereby authorizes CME to 
initiate credit entries to the account specified in Exhibit A attached hereto ("Account"), in 
accordance with the policies for transmitting payments of brokerage fees that are owed 
to Broker by clearing members for which Broker provided trade execution services 
("Clearing Members"). Further, Broker authorizes CME to initiate debit entries to the 
Account in the event of any mistake, error or omission by CME relating to any such 
credit entry. Broker authorizes CME to act on its behalf by instructing the Bank 
designated In Exhibit A attached hereto ("Bank"), to accept and act upon all credit and 
debit entries to the Account that are initiated by CME hereunder. 

2. Calculation of Brokerage Payments 

For the purposes of calculating Clearing Members' payment obligations to Broker, CME 
will provide such Clearing Members with the opportunity to establish, and CME will reply 
upon, the brokerage rates that each such Clearing Member wishes to pay Broker for the 
performance of trade execution services. At the end of every 



month, CME will calculate the fees due to Broker for trade execution services provided 
to Clearing Members during such month. CME's calculations will be based upon the 
number of cleared contracts executed by Broker on behalf of such Clearing Members 
and/or their customers during such calendar month, as indicated by such Broker's 
Cleared Trades Report. 

3. Transfer of Funds 

CME will debit the Clearing Members accounts in the required amounts and will credit 
the Account by the amount calculated pursuant to the provisions of section 2 hereof, less 
the amount of service fees due in accordance with section 5 hereunder. 

4. Reports 

CME will provide reports on a periodic basis to Broker and such Clearing Members 
which contain a calculation of the cleared trades and the brokerage fees paid, and 
showing all pertinent data and related information. 

5. Fees 

Broker agrees to pay CME a monthly service fee of [twenty-five cents ($.25)] for each 
Clearing Member from whom Broker receives a payment hereunder; provided, however, 
that no fee shall be paid for any month in which the payment of brokerage fees by any 
such Clearing Member to Broker is less than [$25.00]. Broker agrees that CME shall 
deduct from the amount credited to Broker's account each month, all service fees 
incurred by Broker during such month. 

CME shall also collect funds due from brokers of any kind through deduction in 
payments from the BPS application. Such funds include, but are not limited to, CME 
incurred brokerage fees, floor-related fees, electronic device charges and fines. 

6. Compliance 

Broker and CME will comply with and be bound by the policies and procedures as in 
effect from time to time relating to the Services as well as the policies and procedures of 
the Bank that relate to the Agreement. 

7. Financial Institution Change 

Broker agrees that it will provide a newly executed agreement at least twenty (20) days 
prior to any change in the Bank or account name or number identified in Exhibit A. 

8. Termination 

This Agreement may be terminated by CME or Broker at any time by giving twenty (20) 
days prior written notice to the other party. Notwithstanding such termination, this 
Agreement shall remain in full force and effect as to all transactions that have occurred 
prior to the date of termination. 
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9. Confidentiality 

During the term of this Agreement and at all times thereafter, Broker shall keep and 
maintain any Confidential Information (defined hereafter) that Broker may receive in 
strictest confidence and shall not disclose such information to any third party except as 
required by order of a court of competent jurisdiction or pursuant to a government 
request. For purposes of the preceding sentence, the term Confidential Information shall 
include the elements of the BPS Software and all programming, systems, user 
documentation, technical information, know-how, technology, formulae, information, 
system designs, prototypes, ideas, inventions, improvements, and data and files relating 
thereto that are not generally known to the public. 

10. Warranties, Liability and Indemnification 

a) BROKER ACKNOWLEDGES AND AGREES THAT THE BROKERAGE 
PAYMENT SYSTEM AND THE SERVICES ARE PROVIDED "AS IS" AND THAT 
CME DOES NOT MAKE ANY EXPRESS OR IMPLIED WARRANTIES OR 
REPRESENTATIONS RELATING TO THE BROKERAGE PAYMENT SYSTEM 
AND THE SERVICES, INCLUDING, WITHOUT LIMITATION, WARRANTIES OR 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE. 

b) BROKER ACKNOWLEDGES AND AGREES THAT NEITHER CME GROUP 
INC., AND ANY OF ITS SUBSIDIARIES, NOR ANY OF ITS BOARD MEMBERS, 
OFFICERS, DIRECTORS, EMPLOYEES, AGENTS, OR AFFILIATES SHALL BE 
LIABLE UNDER ANY CIRCUMSTANCES WHATSOEVER TO BROKER, A 
SUCCESSOR OR REPRESENTATIVE THEREOF OR ANY PERSON OR 
ENTITY ASSOCIATED THEREWITH FOR ANY DIRECT DAMAGES, OR FOR 
ANY SPECIAL, PUNITIVE, EXEMPLARY, INCIDENTAL OR CONSEQUENTIAL 
DAMAGES (INCLUDING LOST PROFITS OR COMMERCIAL LOSSES), 
ARISING OUT OF: (1) ANY DEFECT, ERROR, FAILURE OR MALFUNCTION 
IN THE BROKERAGE PAYMENT SYSTEM; (2) ANY FAULT, DELAY, ACT, 
OMISSION OR INACCURACY IN PROVIDING THE SERVICES OR ANY 
TERMINATION OF THE SERVICES; (3) ANY CLAIM ALLEGING THAT THE 
SERVICES OR ANY ACTIONS TAKEN BY CME IN CONNECTION WITH THIS 
AGREEMENT VIOLATE ANY RIGHTS OF BROKER, OR (4) FROM ANY 
OTHER CAUSE WHATSOEVER, REGARDLESS OF THE FORM(S) OF 
ACTION OF ANY OF THE FOREGOING, WHETHER BASED ON WARRANTY, 
CONTRACT, TORT (INCLUDING NEGLIGENCE OR STRICT LIABILITY) OR 
OTHERWISE, AND WHETHER OR NOT CME HAS RECEIVED NOTICE OF 
THE POSSIBILITY OR CERTAINTY OF SUCH DAMAGES OR LOSSES. 

c) Broker hereby agrees to indemnify and hold CME and its Board members, 
directors, officers, employees, agents and affiliates harmless from and against 
any and all liabilities, losses, costs, damages, interest claims, and expenses, 
including court costs and attorneys' fees, which CME or any of its Board 
members, directors, officer, employees, agents or affiliates sustains or incurs as 
a consequence of any claim, proceeding or action; (1) that relates directly or 
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indirectly to Broker's use of or inability to use the Brokerage Payment System or 
the Services rendered or to be rendered pursuant to this Agreement; (2) alleging 
that CME's Services or other actions related to this Agreement violate any rights 
of Broker; (3) arising from any act or omission of Broker or Broker's affiliates, 
employees or agents; (4) arising from the misuse, disclosure or misappropriate 
by Broker of any Confidential Information obtained by Broker; (5) alleging any 
facts which, if true, would constitute a breach by Broker of any obligation, 
representation or warranty contained in this Agreement, or (6) claiming damages 
based on Broker's use of the Brokerage Payment System pursuant to this 
agreement. 

d) CME will promptly correct any errors or omissions caused by CME in any debit or 
credit entries initiated pursuant to this Agreement. 

e) The provisions of this section 10 shall survive any termination of this Agreement. 

11. Notices 

Any written notice or other written communication required or permitted to be given 
pursuant to this Agreement shall be hand delivered or sent by United States registered 
mail, postage prepaid, to the parties at the addresses indicated above and, if to the 
Broker, directed to his or her attention (unless another person or address is substituted 
by Broker in the following space): and, if to CME, directed to the attention of Associate 
Director, Shareholder Relations and Membership Services Department. 

12. Miscellaneous 

a) Headings are used for reference purposes only, and shall not be deemed to a part of this 
Agreement. 

b) This Agreement shall be interpreted, construed and enforced in accordance with 
the laws of the State of Illinois without regard to any provision of Illinois law that 
would apply the substantive law of a different jurisdiction. The parties agree that 
any action, suit or proceeding arising out of or related to this Agreement shall be 
commenced in the United Stated District Court for the Northern District of Illinois, 
or if no federal jurisdiction exists, then in the Circuit Court of Cook County, 
Illinois. Each party hereby agrees to submit to the jurisdiction of such courts and 
to waive any objections based on venue in any action, suit or proceeding arising 
out of or related to this Agreement. 

c) This Agreement embodies that entire agreement of the parties with respect to the 
subject matter hereof, and supersedes all previous negotiations, representations, 
and agreements with respect hereto, and shall be binding upon the parties 
hereto, and their respective successors and assigns. This Agreement may be 
amended only by a writing signed by both parties. 

d) No waiver or any breach hereof, of any of the terms and conditions hereof or any 
default hereunder, shall be deemed a waiver of any other breach or default or in 
any way affect any other terms or conditions hereof. 

4 



e) If any provision of this Agreement is determined to be invalid or unenforceable, 
the remaining provisions of the Agreement shall not be affected thereby and shall 
be binding upon the parties hereto, and shall be enforceable as though the 
invalid or unenforceable provision were not contained herein. 

f) Neither party shall bear any responsibility or liability to the other party for any 
losses arising our of any delay in or interruption of its performance of its 
obligations under th is Agreement due to any act of God, fire, flood , severe or 
adverse weather conditions, act of governmental authority judicial decree, act of 
the public enemy or due to war, riot, civil commotion, insurrection, labor 
difficulties (including, without limitation, any strike or other work stoppage or 
slowdown), or other cause beyond the reasonable control of the party so 
affected. 

g) This Agreement shall not be assigned or transferred by Broker and any attempt 
to so assign or transfer th is Agreement shall be null and void. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed on the 
date first above written. 

CHICAGO MERCANTILE EXCHANGE INC. BROKER 

By: _________________________ __ By: ________________________ _ 

Print:-------------- Print:-------------

Title: --------------
Address: ___________ __ 

Telephone:-----------

Email: -------------

6186a.txt 
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EXHIBIT A 

The Account referred to in the Agreement is the following deposit Account maintained by 
Broker: 

Financial Institution: - -----------------------
Branch Name: _______________________________ _ 

Specific Name of Branch: --------------------------

Bank Contact Person: ---------------- ------------

Telephone Number: -----------------------------------------
Account Name: _______________________________ _ 

Check One: Savings __ Checking __ 

AccountNumber: _______________________ ~------------------

Bank Routing Number: --------------------------- 

Tax 10 #/Social Security Number: ----------------------

Primary Clearing Member:-----------------------

Telephone Number:----------------------------

Broker's Designated Contact: - ---------------------------- --

Telephone Number:-------------------------

Broker Symbol: ------------- ----------------

ATTACH A VOIDED CHECK OR COPY THEREOF BELOW: 

-VOIDED CHECK OR COPY THEREOF-

6186a.txt 
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(~ CMEGroup 

MEMBER FIRM 
DESIGNATED SPOKESPERSON AND AUTHORIZED SIGNOR 

ACKNOWLEDGEMENT 

CME requires that member firms designate "a representative who shall be authorized to deal with the 
Exchange with respect to the membership" owned or leased by the firm. Such authorized 
representative shall be responsible to the Exchange as if such person was a member as defined by Rule 
400. 

Member Firm Name ---------------------------

Address --------------------------- ----

City _____________ State ___ Country _____ Zip Code ___ _ 

Phone Number _____________ Tax I. D.#------------

Email Address*--------------------------------

Name and Signature of Officers Authorized to act on behalf of the firm: 

Name (please print) Signature 

Officer Name /Title (please print) 

Signature 

Date 

*General Correspondence will be sent electronically. 

Designated 
Spokesperson 

D 
D 
D 
D 

Authorized 
Signor 

D 
D 
D 
D 



~D CMEGroup 

DESIGNATED SPOKESPERSON ACKNOWLEDGEMENT 

Rule 901 . B requires that "an authorized representative (i.e., officer, principal , or 
partner) represent the clearing member before the Exchange and its committees. 
Such authorized representative shall be responsible to the Exchange for any 
representations made to the Exchange as if such person was a member as 
defined by Rule 400." 

_,..,,--,-,----:::::,-,....,...----------- is the Designated Spokesperson 
(Officer NamerriUe) 

authorized to represent-------------------
(Clearing Firm) 

Officer Nameffitle (other than designated spokesperson) 

Signature 

Date 

G:/formsldspkprsn.doc 
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Form W-9 Request for Taxpayer Give Form to the 

(Rev. August 2013) Identification Number and Certification 
requester. Do not 

Department of the Treasury send to the IRS. 
Internal Revenue Service 

Name (as shown on your income tax return) 

N Business name/disregarded entity name. if different from above 
Q) 
Ol 
«! 
0. Check appropriate box for federal tax classification: Exemptions (see instructions): 
c 
0 0 Individual/sole proprietor 0 C Corporation 0 S Corporation 0 Partnership 0 Trust/estate 
VI 

Cll c: Exempt payee code (if any) o. o 
~:I' 0 Limited liability company. Enter the tax classification (C: C corporation, S=S corporation, P=partnerShip) .,. ... (J Exemption from FATCA reporting 
0 2 .......... code (if any) 
C: VI 
·c .5 0 Other (see instructions) .,. Q. (J 

!E Address (number. street. and apt. or suite no.) Requester's name and address (optional) 
(J 
Cll 
0. 
II) 

City, state, and ZIP code Q) 
Q) 
II) 

List account number(s) here (optional) 

. :mi l • • Taxpayer Identification Number (TIN) 
I Social security number I Enter ~our TIN in ~e app~opriate box. The TIN pr~vided mus.t match the name given on the "Name" line 

to avo1d backup w1thhold1ng. For tndiVIduals, th1s IS your soc1al secunty number (SSN). However, for a 
resident alien, sole proprietor, or disregarded entity, see the Part I instructions on page 3. For other 
entities, It is your employer identification number (EIN). If you do not have a number, see How to get a 
TIN on page 3. 

[OJ -[0 -1 I I I I 
Note. If the account Is in more than one name, see the chart on page 4 for guidelines on whose 
number to enter. 

I Employer identification number j 

[0 -1 1111 11 1 
l:t!tjlll Certification 
Under penalties of perjury. I certify that: 

1. The number shown on this form is my correct taxpayer identification number (or I am waiting for a number to be issued to me), and 

2. 1 am not subject to backup withholding because: (a) I am exempt from backup withholding, or (b) I have not been notified by the Internal Revenue 
Service (IRS) that 1 am subject to backup withholding as a result of a failure to report all interest or d ividends, o r (c) the IRS has notified me that I am 
no longer subject to backup withhold ing, and 

3. I am a U.S. citizen or other U.S. person (defined below), and 

4. The FATCA code(s) entered on this form (if any) Indicating that I am exempt from FATCA reporting is correct. 

Certification instructions. You must cross out item 2 above If you have been notified by the IRS that you are currently subject to backup w ithholding 
because you have failed to report all interest and dividends on your tax return. For real estate transactions, item 2 does not apply. For mortgage 
Interest paid, acquisition or abandonment of secured property, cancellation of debt, contributions to an individual retirement arrangement (IRA), and 
generally, payments other than Interest and dividends. you are not required to sign the certification, but you must provide your correct TIN. See the 
instructions on page 3. 

Sign Signature of 
Here u.s. person .,. Date .,. 

General Instructions 
Section references are to the Internal Revenue Code unless otherwise noted. 

Future developments. The IRS has created a page on IRS.gov for information 
about Form W-9, at www.irs.gov/w9. Information about any future developments 
affecting Form W-9 (such as legislation enacted after we release it) will be posted 
on that page. 

Purpose of Form 
A person who is required to file an information return with the IRS must obtain your 
correct taxpayer identification number (TIN) to report, for example, income paid to 
you, payments made to you in settlement of payment card and third party network 
transactions, real estate transactions, mortgage interest you paid, acquisition or 
abandonment of secured property, cancellation of debt, or contributions you made 
to an IRA. 

Use Form W-9 only if you are a U.S. person (including a resident alien), to 
provide your correct TIN to the person requesting it (the requester) and, when 
applicable, to: 

1. Certify that the TIN you are giving is correct (or you are waiting tor a number 
to be issued), 

2. Certify that you are not subject to backup withholding, or 

3. Claim exemption from backup withholding if you are a U.S. exempt payee. It 
applicable, you are also certifying that as a U.S. person, your allocable share of 
any partnership income from a U.S. trade or business is not subject to the 

withholding tax on foreign partners' share of effectively connected income. and 
4. Certify that FATCA code(s) entered on this form (if any) indicating that you are 

exempt from the FATCA reporting, is correct. 

Note. If you are a U.S. person and a requester gives you a form other than Form 
W-9 to request your TIN, you must use the requester's form if it is substantially 
similar to this Form W-9. 

Definition of a U.S. person. For federal tax purposes, you are considered a U.S. 
person if you are: 

• An individual who is a U.S. citizen or U.S. resident alien, 

• A partnership, corporation, company, or association created or organized in the 
United States or under the laws of the United States, 

• An estate (other than a foreign estate). or 

• A domestic trust (as defined in Regulations section 301 .7701-7). 

Special rules for partnerships. Partnerships that conduct a trade or business in 
the United States are generally required to pay a withholding tax under section 
1446 on any foreign partners' share of effectively connected taxable income from 
such business. Further, in certain cases where a Form W-9 has not been received, 
the rules under section 1446 require a partnership to presume that a partner is a 
foreign person, and pay the section 1446 withholding tax. Therefore, if you are a 
U.S. person that is a partner in a partnership conducting a trade or business in the 
United States, provide Form W-9to the partnership to establish your U.S. status 
and avoid section 1446 withholding on your share of partnership income. 
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In the cases below, the following person must give Form W-9 to the partnership 
for purposes of establishing its U.S. status and avoiding withholding on its 
allocable share of net income from the partnership conducting a trade or business 
in the United States: 

• In the case of a disregarded entity with a U.S. owner, the U.S. owner of the 
disregarded entity and not the entity, 

• In the case of a grantor trust with a U.S. grantor or other U.S. owner, generally, 
the U.S. grantor or other U.S. owner of the grantor trust and not the trust, and 

• In the case of a U.S. trust (other than a grantor trust), the U.S. trust (other than a 
grantor trust) and not the beneficiaries o f the trust. 

Foreign person. If you are a foreign person or the U.S. branch of a foreign bank 
that has elected to be treated as a U.S. person, do not use Form W-9. Instead, use 
the appropriate Form W-8 or Form 8233 (see Publication 515, Withhold ing of Tax 
on Nonresident Aliens and Foreign Entities). 

Nonresident alien who becomes a resident alien. Generally, only a nonresident 
alien individual may use the terms of a tax treaty to reduce or eliminate U.S. tax on 
certain types of income. However, most tax treaties contain a provision known as 
a "savong clause." Exceptions specified in the saving clause may permit an 
exemption from tax to continue for certain types of income even after the payee 
has otherwise become a U.S. resident aloen for tax purposes. 

If you are a U.S. resident alien who is relying on an exception contained in the 
saving clause of a tax treaty to claim an exemption from U.S. tax on certain types 
of income, you must attach a statement to Form W-9 that specifies the following 
five items: 

1. The treaty country. Generally, this must be the same treaty under which you 
claimed exemption from tax as a nonresident alien. 

2. The treaty article addressing the income. 

3. The article number (or location) in the tax treaty that contains the saving 
clause and its exceptions. 

4. The type and amount of income tl'lat qualifies for the exemption from tax. 
5. Sufficient facts to justify the exemption from tax under the terms of the treaty 

artic le. 

Example. Article 20 of the U.S.· China income tax treaty allows an exemption 
from tax for scholarship income received by a Chinese student temporarily present 
in the United States. Under U.S. law, this student will become a resident alien for 
tax purposes if his or her stay in the United States exceeds 5 calendar years. 
However, paragraph 2 of the first Protocol to the U.S.·China treaty (dated April 30, 
1984) allows the provisions of Artocle 20 to continue to apply even after the 
Chinese student becomes a resident alien of the United States. A Chinese student 
who qualifies for this exception (under paragraph 2 of the first protocol) and is 
relying on this exception to claom an exemption from tax on his or her scholarship 
or fellowshop income would attach to Form W-9 a statement that includes the 
information described above to support that exemption. 

If you are a nonresident alien or a foreign entity, give the requester the 
appropriate completed Form W-8 or Form 8233. 

What is backup withholding? Persons making certain paymen ts to you must 
under certain conditions withhold and pay to the IRS a percentage of such 
payments. This is called "backup withholding." Payments that may be subject to 
backup withholding include interest, tax-exempt interest, dividends, broker and 
barter exchange transactions, rents, royalties. nonemployee pay, payments made 
in settlement of payment card and third party network transactions. and certain 
payments from fishing boat operators. Real estate transactions are not subject to 
backup withholding. 

You will not be subject to backup withholding on payments you receive if you 
give the requester your correct TIN, make the proper certifications, and report all 
your taxable interest and dividends on your tax return. 

Payments you receive w ill be subject to backup 
withholding if: 

1. You do not furnish your TIN to the requester, 

2. You do not certi fy your TIN when required (see the Part II instructions on page 
3 for details). 

3. The IRS tells the requester that you furnished an incorrect TIN, 

4. The IRS tells you that you are subject to backup withhold ing because you d id 
not report all your interest and dividends on your tax return (for reportable interest 
and d ividends only). or 

5. You do not certi fy to the requester that you are not subject to backup 
withholding under 4 above (for reportable interest and d ividend accounts opened 
after 1983 only). 

Certain payees and payments are exempt from backup withholding. See Exempt 
payee code on page 3 and the separate Instructions for the Requester of Form 
W·9 for more information. 

Also see Special rules tor parlnerships on page 1. 

What is FATCA reporting? The Foreign Account Tax Compliance Act (FATCA) 
requires a participating foreign financial institution to report all United States 
account holders that are specified United States persons. Certain payees are 
exempt from FATCA reporting. See Exemption from FATCA reporting code on 
page 3 and the Instructions for the Requester of Form w.g for more information. 
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Updat ing Your Informat ion 
You must provide updated information to any person to whom you claimed to be 
an exempt payee if you are no longer an exempt payee and anticipate receiving 
reportable payments in the future from this person. For example, you may need to 
provide updated informatoon if you are a C corporation that elects to be an S 
corporation, or i f you no longer are tax exempt. In addition, you must furnish a new 
Form W·9 if the name or TIN changes for the account, for example, if the grantor 
of a grantor trust dies. 

Penalties 
Failure to furnish T IN. If you fail to furnish your correct TIN to a requester, you are 
subject to a penalty of $50 for each such failure unless your failure is due to 
reasonable cause and not to willful neglect. 

Civil penalty for false information with respect to withholding. If you m ake a 
false statement with no reasonable basis that results in no backup withholdong, 
you are subject to a $500 penalty. 

Criminal penalty for falsifying information. Willfully falsifying certifications or 
affirmations may subject you to criminal penalties including fines and/or 
imprisonment. 

Misuse of TINs. If the requester discloses or uses TINs in violation o f federal law. 
the requester may be subject to civil and criminal penalties. 

Specific Instruct ions 

Name 
If you are an individual, you must generally enter the name shown on your income 
tax return. However, if you have changed your last name, for instance, due to 
marriage without informing the Social Security Administration of the name change, 
enter your first name, the last name shown on your social security card, and your 
new last name. 

If the account is in joint names, list first, and then circle, the name o f the person 
or entity whose number you entered in Part I of the form. 

Sole proprietor. Enter your individual name as shown on your income tax return 
on the "Name" line. You may enter your business, trade, or "doing business as 
(DBA)" name on the "Business name/disregarded entity name" line. 

Partnership, C Corporation, or S Corporation. Enter the entity's name on the 
"Name" line and any business. trade, or "doing business as (DBA) name· on the 
"Business name/disregarded entity name" line. 

Disregarded entity. For U.S. federal tax purposes, an enti ty that is disregarded as 
an entity separate from its owner is treated as a "disregarded entity." See 
Regulation section 301.7701·2(c)(2Xiii). Enter the owner's name on the "Name" 
line. The name o f the entity entered on the "Name" line should never be a 
d isregarded entity. The name on the "Name" line must be the name shown on the 
income tax return on which the income should be reported. For example, i f a 
foreign LLC that is treated as a disregarded entity for U.S. federal tax purposes 
has a single owner that is a U.S. person, the U.S. owner's name is required to be 
provided on the "Name" line. If the direct owner of the entity is also a disregarded 
entity. enter the first owner that is not disregarded for federal tax purposes. Enter 
the disregarded entity's name on the "Business name/disregarded entity name" 
line. If the owner of the disregarded entity is a foreign person. the owner must 
complete an appropriate Form W-8 instead of a Form W-9. This is the case even of 
the foreign person has a U.S. TIN. 

Note. Check the appropriate box for the U.S. federal tax classification o f the 
person whose name is entered on the "Name" line (Individual/sole proprietor, 
Partnership, C Corporation, S Corporation, Trust/estate). 

Limited Liability Company (LLC). If the person identified on the "Name" line is an 
LLC, check the "Limited liability company" box only and enter the appropriate 
code for the U.S. federal tax classification in the space provided. If you are an LLC 
that is treated as a partnership for U.S. federal tax purposes. enter "P" for 
partnership. If you are an LLC that has filed a Form 8832 or a Form 2553 to be 
taxed as a corporation, enter "C" for C corporation or "S" for S corporation, as 
appropriate. If you are an LLC that is disregarded as an entity separate from its 
owner under Regulation section 301.7701·3 (except for employment and excise 
tax), do not check the LLC box unless lhe owner of the LLC (required to be 
identi fied on the "Name" line) is another LLC that is not d isregarded for U.S. 
federal tax purposes. If the LLC is disregarded as an entity separate from its 
owner, enter the appropriate tax classi fication of the owner identified on the 
"Name" line. 

Other entities. Enter your business name as shown on required U.S. federal tax 
documents on the "Name" line. This name should match the name shown on the 
charter or o ther legal document creating the entity. You may enter any business. 
trade, or DBA name on the "Business name/disregarded entity name" line. 

Exemptions 
If you are exempt from backup withholding and/or FATCA reporting, enter in the 
Exemptions box, any code(s) that may apply to you. See Exempt payee code and 
Exemption from FA TCA reporting code on page 3. 



Form W-9 (Rev. 8-2013) 

Exempt payee code. Generally, individuals (including sole p roprietors) are not 
exempt from backup withhold ing. Corporat ions are exempt from backup 
withhold ing for certain p ayments, such as interest and d ividends. Corporations are 
not exempt from backup withhold ing for payments made in settlement of payment 
card or third party network transac tions. 

Note. If you are exempt from backup withho ld ing, you should still complete this 
form to avoid possible erroneous b ackup wi thhold •ng. 

The following codes id entify payees that are exempt from backup withhold •ng: 

t - An organization exempt fro m tax under section 501(a), any IRA, o r a 
custod1al account under section 403(bX7) if the account satis fies the requirements 
of section 401 (1)(2) 

2-The Un1ted States or any of its agencies or instrumentalities 

3-A state, the District of Columbia, a possess•on of the United States. or any o f 
thelf political subdivisions or instrumentalities 

4-A foreign government or any of its political subdivisions, agencies, or 
instrumental~ies 

5-A corporation 

6 - A d ealer in securities or commodities required to register in the United 
States. the District of Columbia, or a possession of the United States 

7- A futures commission merchant registered with the Commodity Futures 
Trad•ng Commission 

8 - A real estate investment trust 

9 - An entity registered at all times during the tax year under the Investment 
Company Act of 1940 

10-A common trust fund operated by a bank under section 584(a) 

11-A financial institution 

12-A middleman known in the investment community as a nominee or 
custod1an 

13-A trust exempt from tax under section 664 or described in section 4947 

The following chart shows types of payments that may be exempt from backup 
w•thhotd •ng. The chart applies to the exempt payees l•sted above. 1 through 13. 

IF the payment Is for •.• 

Interest and dividend payments 

Broker transactions 

Barter exchange transactions and 
patronage dividends 

Payments over $600 required to be 

reported and direct sates over $5 ,000
1 

Payments made 1n settlement of 
payment card or third party network 
transactions 

THEN tho payment Is exempt for ••• 

All exempt payees e xcept 
for 7 

Exempt payees 1 through 4 and 6 
through 11 and all C corporat ions. S 
corporabons must not enter an exempt 
payee code because they are exempt 
only for sales of noncovered securities 
acqu1red prior to 2012. 

Exempt payees 1 through 4 

Generally, exempt payees 

1 th rough 52 

Exempt payees 1 through 4 

1 See Form 1099-MISC, Miscellaneous Income, and its instructions. 

' However, the following payments made to a corporation and reportable on Form 
1099·MISC are not exempt from backup withhold ing: medical and health care 
payments, attorneys· fees, gross proceeds paid to an attorney, and payments for 
serv1ces paid by a federal executive agency. 

Exemption from FATCA reporting code. The following codes id ent ify payees 
that are exempt from reporting under FATCA. These codes apply to persons 
submitting this form for accounts maintained outside of the United States by 
certain foreign financial institutions. Therefore, If you are only submitting this form 
for an account you hold in the United States, you may leave this field blank. 
Consult with the person requesting this form if you are uncertain if the financial 
insti tution is subject to these requirements. 

A - An organization exempt from tax under section 501(a) or any indiv idual 
retirement plan as defined in sec tion 7701 (a)(37) 

B - The Uruted States or any o f its agencies or instrumentalit ies 

C-A state, the District of Columb1a, a possession of the United States, or any 
of their polit ical subdivis ions or instrumentalities 

D- A corporation the stock of which is regularly traded on one or more 
established securities markets. as described in Reg. sechon 1.1472-1(cX1)(i) 

E- A corporation that is a member of the same expanded affiliated group as a 
corporation described in Reg. section 1.1472-1(c)(1K•l 

F - A dealer in securities, commodities, or derivat ive financial instruments 
(including notional princ ipal contracts, futures, forward s. and options) that is 
registered as such under the laws o f the United States or any state 
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G - A real estate investment trust 

H-A regulated investment company as defined in section 851 or an entity 
registered at all times during the tax year under the Investment Company Act of 
1940 

1- A common trust fund as defined in section 584(a) 

J -A bank as defined in section 581 

K-A broker 

L - A trust exempt from tax under section 664 or d escribed in section 4947(aX1) 

M-A tax exemp t trust under a section 403(b) plan or section 457(g) plan 

Part I. Taxpayer Identification Number {TIN) 
Enter your TIN in the approp riate b ox. If you are a resident alien and you do not 
have and are not eligrble to get an SSN, your TIN is your IRS individual taxpayer 
Identification number (!TIN). Enter it in the social security number box. If you do not 
have an ITIN, see How to get a n N below. 

If you are a sole proprietor and you have an EIN, you may enter either your SSN 
or EIN. However, the IRS prefers that you use your SSN. 

If you are a single-member LLC that is d •sregarded as an entity separate from its 
owner (see Limited Liability Company (LLC) on page 2), enter the owner's SSN (or 
EIN, if the owner h as one). Do not enter the d isregarded entity's EIN. If the LLC is 
c lassified as a corporation or partnership , enter the entity's EIN. 

Note. See the chart on page 4 for further c larification of name and TIN 
combinations. 

How to get a TIN. If you do not have a TIN, apply for one immediately. To apply 
for an SSN, get Form SS-5, Application for a Social Security Card, from your local 
Social Security Administration olfice or get this form online at www.ssagov. You 
may atso get this form by calling 1-800-772-1213. Use Form W-7. Applicat•on for 
IRS lnd •vidual Taxpayer Identification Number, to apply for an ITIN, or Form SS-4, 
Application for Employer Identification Number, to apply for an EIN. You can apply 
for an EIN online by accessmg the IRS website at www.irs.gov/businesses and 
c licking on Employer Identification Number (EIN) under Starting a Business. You 
can get Forms W-7 and SS-4 from the IRS by visiting IRS.gov or by calling 1-800-
TAX-FORM (1-800-829-3676). 

If you are asked to complete Form W-9 but do not have a TIN, apply for a TIN 
and write "Applied For" in the space for the TIN , sign and date the form, and give 11 
to the requester. For interest and d ividend payments, and certain p ayments made 
with respect to read ily tradable instruments, generally you will have 60 days to get 
a TIN and give it to the requester before you are subject to backup withholding on 
payments. The 60-day rule does not apply to o ther types of payments. You will be 
subject to backup withholdong on all such payments until you provide your TIN to 
th e requester. 

Note. Entenng "Appbed For" means that you have already applied for a TIN or that 
you intend to apply tor one soon. 

Caution: A disregarded U.S. entity that has a foreign owner must use the 
appropriate Form W-8. 

Part II. Certification 
To establish to the withholding agent that you are a U.S. person, or resident alien, 
sign Form W-9. You may be requested to sign by the withholding agent even if 
items 1, 4 , or 5 below indicate o therwise. 

For a joint account, only the person whose TIN is shown in Part I should sign 
(when required). In the case o f a d isregarded entity, the person identif ied on the 
"N ame" line must sign. Exempt payees, see Exempt payee code earlier. 

Signature requirements. Complete the certification as indicated in items 1 
through 5 below. 

1. Interest. dividend, and barter exchange accounts opened before 1984 
and broker accounts considered act ive during 1983. You must give your 
correct TIN, but you do not have to sign the cert•fication. 

2 . Interest, dividend, broker, and barter exc hange accounts opened after 
1983 and broker accounts considered in ac tive during 1983. You must s1gn the 
cert ification or backup w•thholding will apply. If you are subject to backup 
withholding and you are merely providing your correct TIN to the requester, you 
must cross out item 2 in the certification before signing the form. 

3. Real estate transactions. You must sign the certification. You may cross out 
•tern 2 of the certification. 

4. Other payments. You must g ive your correct TIN, but you do not have to s1gn 
the certification unless you have been not ified that you have previously g1ven an 
incorrect TIN. "Other payments" include payments made in the course of the 
requester' s trade or business for rents, royalties, goods (other than bills for 
merchandise), medical and health care services (•nc ludlng payments to 
corporations). payments to a nonemployee for services, payments made in 
settlement of payment card and third party network transactions, payments to 
certa•n fishing boat crew members and fishermen, and gross proceeds pa1d to 
attorneys ~nclucftng payments to corporat•ons). 

5 . Mortgage interest paid by you, acquisition or abandonment of secured 
property, cancellation of debt. qualified tuition program payments (under 
section 529), IRA, Coverdell ESA, Archer MSA or HSA contributions or 
distributions, and pension distributions. You must g ive your correct TIN, but you 
do not have to sign the certificat ion. 
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What Name and Number To Give the Requester 
For this type of account: 

1. Individual 
2. Two or more individuals Ooint 

account) 

3. Custodian account of a minor 
(Uniform Gift to Minors Act) 

4. a. The usual revocable savings 
trust (grantor is also trustee) 
b . So-called trust account that is 
not a legal or valid trust under 
state law 

5. Sole proprietorship or disregarded 
enti ty owned by an individual 

6. Grantor trust fil ing under Optional 
Form 1099 Filing Method 1 (see 
Regulation section 1 .671 -4(b)(2)(i)(A)) 

For this type of account: 

7. Disregarded entity not owned by an 
individual 

8. A valid trust. estate, or pension trust 

9. Corporation or LLC electing 
corporate status on Form 8832 or 
Form2553 

t 0. Associat.ion, club, religious. 
charitable, educational, or other 
tax-exempt organization 

1 1. Partnership or multi-member LLC 
12. A broker or registered nom1nee 

13. Account with the Department of 
Agriculture in the name of a public 
entity (such as a state or local 
government, school d istrict, or 
prison) that receives agricult ural 
program payments 

14. Grantor trust f iling under the Form 
1041 Filing Method or the Optional 
Form 1099 Filing Method 2 (see 
Regulation section 1.671·4(bX2XIXB)) 

Give name and SSN of: 

The individual 
The actual owner or the account or. 
if combined funds, the first 
individual on the account ' 

The minor ' 

The grantor-trustee ' 

Tile actual owner ' 

The owner ' 

The grantor' 

Give name and EIN of: 

The owner 

Legal ent1ty ' 

The corporation 

The organization 

The par1nership 

The broker or nominee 

The public entity 

The trust 

'ust first and d rcle the name of the person whose number you turnish. If only one person on a 
l()int account has an SSN, that parson's number must be furniShed. 

2 Circle the minor•s name and furniSh the minor's SSN. 

, You must show your indJviduaJ name and you may also entOf' yout business or "DBA" name on 
the "Businoss nama/discegarded entity" name l1ne. You may use oithe< your SSN or EIN (if you 
have one), but the IRS encourages you to use your SSN. 

'List first and circlo the name of the trust, estate, or pension trust. (Do not furnish the TIN of the 
personal ropresentativo or trustee unless tho legal entity ltsoU is not dosignated in the account 
titfo.) Also soo Special rules lor partnerships on pago t, 

'Note. Grantor also must provide a Form W-9 to trustee of trust. 

Privacy Act Notice 
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Note. If no name is c ircled when more than one name IS listed. the number will be 
considered to be that or the first name listed. 

Secure Your Tax Records from Identity Theft 
Identi ty theft occurs when someone uses your personal information such as your 
name, social security number (SSN), or other identifying information, without your 
permission, to commit fraud or other crimes. An identity thief may use your SSN to 
get a iob or may tile a tax return using your SSN to receive a refund. 

To reduce your risk: 

• Protect your SSN, 

• Ensure your employer is protecting your SSN, and 

• Be careful when choosing a tax preparer. 

If your tax records are affected by identity theft and you receive a notice from 
the IRS. respond right away to the name and phone number printed on the IRS 
notice or letter. 

If your tax records are not currently affected by identity theft but you think you 
are at risk due to a lost or stolen purse or wallet. questionable credit card activity 
or credit report, contact the IRS Identity Theft Hotline at 1·800-908-4490 or submit 
Form 14039. 

For more information, see Publication 4535. ldontity Theft Prevention and Victim 
Assistance. 

Victims of identity theft who are experlencmg economic harm or a system 
problem, or are seeking help in resolving tax problems that have not been resolved 
through normal channels, may be eligible tor Taxpayer Advocate Service (TAS) 
asststance. You can reach TAS by calling theTAS toll-free case intake ltne at 
1·877-777-4778 or nY/rDD 1-800· 829-4059. 

Protect yourself from suspicious emails or phishing schemes. Ph1shing 1s the 
creation and use of email and websites designed to m1mic legit imate busmess 
ematls and websites. The most common act IS sending an email to a user falsely 
clatming to be an established legrt tmate enterpnse in an attempt to scam the uset' 
into surrendering private information that will be used for idenbty theft. 

The IRS does not initiate contacts with taxpayers via emails. Also, the IRS does 
not request personal detailed information through email or ask taxpayers tor the 
PIN numbers, passwords, or similar secret access information tor their credit card, 
bank, or other financial accounts. 

If you receive an unsolic ited email claiming to be from the IRS, forward this 
message to phishing@irs.gov. You may also report misuse of the IRS name, logo, 
or other IRS property to the Treasury Inspector General for Tax Administration at 
1-800-366-4484. You can forward suspicious ematts to the Federal Trade 
Commission at: spam@vce.gov or contact them at www.ttc.gov/idtheff or 1-877-
IDTHEFT (1 -877 -438-4338). 

Visi t IRS.gov to learn more about identtty theft and how to reduce your risk. 

Sectton 6109 of the Internal Revenue Code reqUires you to provide your correct TIN to persons [Including federal agencies) who are required to file information returns w1th 
the IRS to report interest, dividends, or certatn other 1ncome paid to you; mortgage 1nterest you paid ; the acquisi tion or abandonment of secured property; the cancellation 
of debt; or contributions you made to an IRA, Archer MSA, or HSA. The person collecting th1s form uses the information on the form to lite information returns with the IRS, 
reporting the above information. Roultne uses of th1s information include giving it to the Department ot Justice tor civil and cnm1nal htigation and to cities, states, the Distnct 
of Columbia. and U.S. commonweanhs and possessions for use in administenng their laws. The information also may be disclosed to other countries under a treaty, to 
federal and state agencies to enforce CIVil and criminal laws, or to federal law enforcement and intell igence agencies to combat terrorism. You must provide your TIN 
whether or not you are required to file a tax return. Under section 3406, payers must generally withhold a percentage of taxable interest, dividend, and certain other 
payments to a payee who does not give a TIN to the payer. Certain penalties may also apply for providing false or fraudulent information. 
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Department of the Treasury 
Internal Revenue Selvioe 

Do not use this form for: 

Certificate of Foreign Status of Beneficial Owner 
for United States Tax Withholding 

... Section references are to the Internal Revenue Code. ... See separate instructions. 
... Give this form to the withholding agent or payer. Do not send to the IRS. 

• A U.S. citizen or o ther U.S. person, including a resident alien individual 
• A person claiming that income is effectively connected w ith the conduct 

of a trade or business in the United States . 
• A foreign partnership, a foreign simple trust , or a foreign grantor trust (see instructions for exceptions) 
• A foreign government, International organization, foreign central bank of issue, foreign tax-exempt organization, 

foreign private foundation, or government of a U.S. possession that received effectively connected income or that is 
c laiming the applicability of section(s) 115(2), 501(c), 892, 895, or 1443(b) (see instructions) 

Note: These entities should use Form W-BBEN if they are claiming treaty benefits or are providing the form only to 
claim they are a foreign person exempt from backup withholding. 
• A person acting as an Intermediary . 
Note: See instructions for additional exceptions. 

Identification of Beneficial Owner See instructions. 

OMB No. 1545-1621 

Instead, use Form: 
. W-9 

W-8ECI 
. W-8ECI or W-81MY 

. W-8ECI or W-8EXP 

. W-81MY 

Name of individual or organization that is the beneficial owner 2 Country of incorporation or organization 

3 Type o f beneficial owner: 0 Individual 0 Corporation 0 Disregarded entity 0 Partnership 0 Simple trust 

0 Grantor trust 0 Complex trust 0 Estate 0 Government 0 International organ•zation 

0 Central bank of issue 0 Tax-exempt organization 0 Private foundation 
4 Permanent residence address (street, apt. or suite no., or rural route). Do not use a P.O. box or in-care-of address. 

City or town, state or province. Include postal code where appropriate. Country (do not abbreviate) 

5 Mailing address (if different from above) 

City or town, state or province. Include postal code where appropriate. Country (do not abbreviate) 

6 U.S. taxpayer identification number, If required (see instructions) 7 Foreign tax identifying number, if any (op tional) 

0 SSN or ITIN 0 EIN 
8 Reference number(s) (see instructions) 

1@111 Claim of Tax Treaty Benefits (if applicable) 
9 I certify that (check all that apply): 

a 0 The beneficial owner is a resident of . . •• . •••••.•. .... •• . • .. •............ . . . .. within the meaning of the income ta~ lteaty between the United States and that counlty. 

b 0 II requ ired, the U.S . taxpayer identification number is stated on line 6 (see instructions). 

c 0 The benefic ial owner is not an individual, derives the item (or items) of income for which the treaty benefits are c laimed , and , if 
applicable, meets the requirements o f the trealy p rovision dealing with limita tion on benefits (see instrucl ions). 

d 0 The beneficia l ow ner is not an individual, is claiming treaty benefits for dividends received from a fo re ign corporat ion or interes t from a 
U.S . trade or business of a fo reign corporation, and meets qualified resident status (see instructions) . 

e 0 The bene fic ial owner is related to the person obligated to pay the income within the meaning of section 267(b) or 707(b). and will file 
Form 8833 if th e amount sub ject to withholding received during a ca lendar year exceeds, in the aggregate, $500 ,000. 

10 Special rates and conditions Of applicable-see inst ructions): The beneficial owner is claiming the provisions of Artic le .. .. __ .. . _ ... of the 

treaty identified on line 9a above to claim a .....•. . . . •... . % rate of withholding on (specify type of income): . . . . .. . . •. •. ... • . ••••• . •. .. . . 

Explain the reasons the beneficial owner meets the terms of the treaty article: .... ... .. .............. . .............. .. . .. . .. . .......... ... .. 

1@1111 Notional Principal Contracts 
11 0 1 have provided or will provide a statement that ident ifies those notional principal contracts from which the Income is not effectively 

connected with the conduct of a trade or business In the United States. 1 agree to update this statement as required. 

l@lij Certificat ion 
Under penalties of perjury, I declare that I have examined the information on this form and to the best of my knowledge and belief it is true, correct. and complete. 1 
further certify under penalties of perjury that: 
1 I am the beneficial owner (or am authorized to sign for the beneficial owner) of all the income to which this form relates, 
2 The beneficlal owner is not a U.S. person, 
3 The income to which this form relates is (a) not effectively connected with the conduct of a trade or business in the United States, (b) effectiVely connected but is 
not subject to tax under an income tax treaty, or {c) the partner's share of a partnership's effectively connected income, and 
4 For broker transactions or barter exchanges. the beneficial owner is an exempt fore1gn person as defined in the mstructions. 
Furthermore, 1 authoriZe this form to be provided to any withholding agent that has control, receipt, or custody of the income of which I am the beneficial owner or 
any withholding agent that can disburse or make payments of the income of wh1ch I am the beneficial owner. 

Sign Here ~ si9~~~~r~· ;; -b~~~f~~~~i -~~~~~ -<;~ ·i~d;~id~~i -~~!h;-riz.~d i;· ~ig~- ;~; ~~~-fi~i~ ;;,;~~;> . ·o~i~ (M'M~o·o:vvYv>· . . ·c~i>~~;t}; ;·~ ~.;~~h· ~~~~~ij . 
For Paperwork Reduction Act Notice, see separate inst ructions. Cat. No. 25047Z Form W-8BEN (Rev. 2 -2006) 

@ Printed on Recycled Paper 
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