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Recommended Instructions for Providing

the Exchange/Clearinghouse Information

To the extent possible, please follow the order of the attached format
outline.

Please include as part of your Statement the generic language set out in the
“Introduction” section of the outline, which describes the purpose and
structure of the Information Statement. Note, the name of the exchange and
clearinghouse should be inserted in the first paragraph and the “current as of”
date for the Information Statement should be inserted in the fifth paragraph.

Please include as part of your Information Statement the Glossary found in
Section V. Use the terms listed in the Glossary, adjusted where necessary to
reflect relevant institutional or legal arrangements. Consistent use of
defined terms should make it easier for a market intermediary or customer
to compare different exchanges/clearinghouses in a meaningful fashion.

Where applicable, exchanges/clearinghouses with the same national
language should work together to develop a standardized translation of the
generic English language text recommended for the Introduction and
Glossary (see points 2 and 3).

Please provide short, concise narrative descriptions for the topics covered
in the attached outline. The mere quotation of rules is not always
sufficiently helpful; thus, to the extent that rules are quoted, please
supplement the quotations with explanatory text.

Where applicable, exchanges/clearinghouses within the same jurisdiction
should work together to develop standardized text for Section I,
“Regulatory Framework” and Section IV, “Bankruptcy Provisions.”

In Section II.C., “Financial Resources,” please specify by source those
resources that are liquid, i.e., that are readily available, versus those resources
that are illiquid, and rank resources in order of perceived liquidity.

To the extent relevant, in responding to Section ILD., “Default
Procedures™ and Section IV, “Bankruptcy Provisions,” you may wish to
consider addressing the recommendations in the separate report of the
Subcommittee on Default Procedures.

Please update the Information Statement periodically as necessary.

Specific recommendations on completing various sections are also set out
in italics in the standardized format that follows.
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Recommended Format for Exchange/Clearinghouse
Information On Market Protection Mechanisms,
Financial Resources and Default Procedures

[Name of Exchange/Clearinghouse]

INFORMATION STATEMENT

ON MARKET PROTECTION MECHANISMS,
FINANCIAL RESOURCES AND DEFAULT PROCEDURES

INTRODUCTION

[Add a paragraph here or preceding the statement of organization that
briefly introduces and describes the exchange and its related clearinghouse.]

This Information Statement (Statement) is intended to provide you with
information on [name of Exchange] and [name of Clearinghouse] relating to:
(1) market protection mechanisms; (2) the financial resources available to
support the financial integrity of the clearing system; and (3) default
procedures.

Market protection mechanisms generally may be grouped into two
categories: (1) financial safeguards such as margin requirements, which act to
ensure the financial stability of the clearing system; and (2) customer
protection requirements intended to ensure that funds and property posted by
the customer to margin its positions are used only for that purpose.

Financial resources available to cover a clearing member default may be
grouped into Liquid and Illiquid Financial Resources (see Glossary). As you
review this Statement, you should keep in mind the importance of Liquid
Financial Resources, i.e., resources that are readily available. Although other
resources may be available to support the clearing system, the less liquid
nature of these other resources means that they are not available on short
notice to cover a default or other emergency.

Default procedures may vary from case-to-case depending upon the facts
and circumstances involved. It is important for exchanges and clearinghouses
to retain the flexibility to take any number of actions to permit them to
respond effectively and in a timely manner to protect customer funds and the
integrity of the clearing system.

This Information Statement is prepared and organized in accordance with
standards developed by the exchange-traded futures and options industry. It
includes a Glossary defining various terms used throughout the Statement.
The standardized format and Glossary are intended to facilitate meaningful
comparison of the market protection mechanisms and financial support
available at different exchanges and clearinghouses throughout the world. The
information in this Statement is current as of [add date].
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The remainder of this Statement is organized in the following manner:

L

IL.

I1I.

IV.

VL

Regulatory Framework — Governmental Oversight and SRO Oversight
The Clearing Process — Clearinghouse Background, Financial
Safeguards, Financial Resources to Cover Default and Default
Procedures

Customer Protection — Fitness and Financial Standards for
Intermediaries, Intermediary Oversight and Treatment of Customer
Property by Intermediaries

Bankruptcy Provisions

Glossary

Financial and Statistical Information — Financial Information on the
Clearinghouse and Market Related
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I. REGULATORY FRAMEWORK

A. Governmental Oversight

Provide a brief description of the governing law and the identity
and role of any oversight regulator (whether a governmental entity
or a private entity with governmental authority pursuant to law) in
your home jurisdiction as they relate to the exchange,
clearinghouse and market intermediaries.

B. SRO Oversight

If the concept of self-regulation applies in your jurisdiction, briefly
describe how the concept works, as applicable, at the
clearinghouse, exchange and/or any “umbrella” SRO in your
home jurisdiction.

II. THE CLEARING PROCESS

A. Clearinghouse Background

Provide a brief description of the clearinghouse in each of the
following areas.

1.
2.

3.
4,

History

Legal Structure/Ownership (including relationship to
exchange)

Governance

Regulatory/Self Regulatory Responsibility (if applicable)

B. Financial Safeguards

1.

Clearinghouse Guarantee

Briefly describe who is covered by the guarantee (e.g.,
principal to principal), what the guarantee covers, and when it
attaches. Clarify whether or not the guarantee extends to an
intermediary that clears trades through an omnibus account at
a clearing member. Also set out any exceptions to the
guarantee.






