(O LCH.CLEARNET

VIA EMAIL TO: SUBMISSIONS@CFTC.GOV

03 April 2014

Ms. Melissa Jurgens

Commodity Futures Trading Commission
1155 21% Street NW

Three Lafayette Centre

Washington DC 20581

Dear Ms. Jurgens:

Pursuant to CFTC regulation §40.6(a), LCH.Clearnet Limited (“LCH.Clearnet”), a derivatives
clearing organization registered with the Commodity Futures Trading Commission (the “CFTC”),
is submitting for self-certification changes to its rules. Changes are being made to the Rulebook
and Procedures sections that relate to the ForexClear service and will become effective on April

17, 2014.
Explanation and Analysis

LCH.Clearnet is modifying the Reference Data sections of its Clearing House Procedures and
FCM Procedures in respect of the ForexClear service, to clarify that in the event of a change to
the SwapsMonitor Financial Calendar (as published by Swaps Monitor Publications Inc.) that is
referenced on ForexClear, a corresponding calendar adjustment to the ForexClear system will

automatically be made.

The streamlining of the calendar adjustment process means that the valuation date and/or the
settlement date of any open ForexClear contracts will automatically be date adjusted in
accordance with the provisions of the Emerging Markets Trade Association (“‘EMTA”) Template
for the relevant currency pair.

The ForexClear service will notify the relevant clearing members of the ForexClear contracts
affected and the date adjustments made.

Finaily, the amended sections clarify that calendar adjustments may require temporary closure
of the ForexClear service and that this will be notified to ForexClear members in advance of the
date; the notification will include the time and expected duration of such closure.
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Part Il: Amendments to the Rules and Regulations of LCH.Clearnet

The implementation of these changes requires amendments to section 2K of the Procedures
[Exhibit A] and section 2B of the FCM Procedures [Exhibit B], which are summarised in the

tables below:

FCM
zf: c:::g;es Procedures Explanation
reference
Makes clear that ForexClear will make calendar adjustments as
2K 3.9.1 ?}E}}g; 1Evem required by the SwapsMonitor Financial Calendar and makes
o Calonr section) | clear that the service may briefly close to accommodate such
an adjustment.
2B.8.8.11 Makes clear that open contracts will be automatically date
2K.3.9.2 (Date Adjustment adjusted.
section)

Part lll: Certification by LCH.Clearnet

LCH.Clearnet certifies to the CFTC, in accordance with CFTC Regulation §40.6, that the
planned changes comply with the Commodity Exchange Act and the CFTC Regulations
promulgated there under. LCH.Clearnet further certifies that, upon the submission of this
material, in compliance with §39.21 of the Commission’s regulations, LCH.Clearnet will post a
notice of pending certification with the CFTC and a copy of the submission on LCH.Clearnet's

website at http://www.Ichclearnet.com/rules_and regulations/ltd/proposed rules.asp

Part IV: Compliance with Core Principles

LCH.Clearnet will continue to comply with all Core Principles following the introduction of these
proposed changes to the Rulebook and Procedures. LCH.Clearnet has concluded that its
compliance with the Core Principles would not be adversely affected by these changes. The
changes reflected herein will ensure continued compliance with the Core Principles particularly

Core Principles C and L.
Part V: Opposing Views

There were no opposing views expressed to LCH.Clearnet by its governing board or committee
members, members of LCH.Clearnet or market participants that were not incorporated in the

changes.

Certification

LCH.Clearnet Limited hereby certifies to the Commodity Futures Trading Commission, pursuant
to the procedures set forth in Commission regulation §40.6, that the attached rule submission
complies with the Commodity Exchange Act, as amended, and the regulations promulgated

there under.
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Should you have any questions regarding this submission please contact me at

julian.oliver@Ilchclearnet.com.

Yours sincerely,

n Oliver, Director Compliance and Public Affairs
LCH.Clearnet Ltd

Cc: Gavin Wells, LCH.Clearnet
Jay lyer, LCH.Clearnet
Kenji Takaki, CFTC
Shawn Durrani, CFTC
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Clearing House Procedures ForexClear

SECTION 2K

CONTENTS
2K. INTRODUCTION AND INTERPRETATION......uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiii e 2
2K.1 USERS OF FOREXCLEAR .....coiiiiiiiiiiiiiiiii 2
2K.2  SERVICE SCOPKE......cciiiiiiitiiii et e e ennrn s 3
2K.3  TRADE MANAGEMENT ....ooiiiiiiiiiii 5
2K4A  MARKET DAT A et 13
2K.5 VALUATION AND MARGIN ...t 16
2K.6 GENERAL MARGINING PROCESS........co oo 21
2K.7 FOREXCLEAR REPORTING......cctiiiitiii e 23
2K.8 TREASURY OPERATIONS & COLLATERAL MANAGEMENT...........cccce... 24
2K.9  PAYMENT OF STAMP TAX it e e e eneees 2625
2K.10 DEFAULT MANAGEMENT ...ttt 26
APPENDIX 2K A et a e 30
CONFIDENTIALITY, NON-DISCLOSURE AND PARTICIPATION IN THE
FOREXCLEAR DEFAULT MANAGEMENT GROUP........cccoiiiiiieee e 30
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Clearing House Procedures ForexClear

2K.3.8

2K.3.8.2

2K.3.9

2K.3.9.1

Settlement Date has been adjusted in accordance with the ForexClear Contract
Terms.

Portfolio Management

The Clearing House allows portfolios of ForexClear Contracts to be transferred
between FXCCMs e.g. in the event of merger, or where agreed between the
relevant FXPs.

The portfolio transfer capability allows the transfer of:
@) A single ForexClear Contract.

(b) Part of an FXCCM’s portfolio (which includes the ability to transfer
ForexClear Contracts to various other FXCCMs, e.g. Bank A to Bank B
for USD/RUB, Bank A to Bank C for USD/KRW and Bank A to Bank D
for USD/BRL).

(© Portfolio transfer (i.e. the transfer of all or just one of the portfolios
belonging to an FXCCM).

(d) Multiple portfolio transfers (i.e. the transfer of several portfolios of an
FXCCM).

The Clearing House will carry out the portfolio transfer. For transfers under 2, 3
and 4, this can be on a ForexClear Contract by ForexClear Contract or on a
Currency Pair basis.

Before the completion of a portfolio transfer, the Clearing House will perform a
margin impact analysis of the transfer to the source and destination portfolios.
The Clearing House will advise the relevant FXCCM regarding any additional
collateral that may be required in order to complete the portfolio transfer.

Legal Documentation

The Transfer of ForexClear Contracts will be documented in accordance with
the standard legal documentation for the transfer of ForexClear Contracts
provided by the Clearing House to FXPs. Any such transfer must be authorised
by all relevant parties and executed by individuals with appropriate signing
authority.

Reference Data

Holiday Event Calendar

The ForexClear Service uses the SwapsMonitor Financial Calendar (as
published by Swaps Monitor Publications, INC.) (“SwapsMonitor Financial

Calendar”) in order to determine holidays. This requires all ForexClear
Participants to be licensees of the SwapsMonitor Financial Calendar.

When a change is declared that affects the SwapsMonitor Financial Calendar
that is referenced on ForexClear, a corresponding calendar adjustment will be
made to the ForexClear system. The Clearing House may temporarily close
the ForexClear Service to process a calendar adjustment in its clearing
system. FXCCMs will be notified in _advance of the date, time and expected
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2K.3.9.2

2K.4

2K.4.1

duration of such closure.Ferthe-ForexClear-Service-the Clearing-House-uses
he—SwapsMonito ina ar—{(as—published—by waps—M

Date Adjustment

As a result of the calendar adjustment process, the Valuation Date and/or the
Settlement Date of any affected ForexClear Contracts will automatically be date
adjusted in_accordance with the provisions of the EMTA Template for the
relevant Currency Pair.

The Clearing House will notify the FXCCMs via file download from the Clearing
Member Reporting as to the ForexClear Contracts affected and the date
adjustments made.

MARKET DATA

Sources used by ForexClear Service

The ForexClear Service collates instrument quotes for the following from
multiple market sources (as detailed in Section 4.2 ) in relation to each
Currency Pair:

(@) FX spot rates (“FX Spot Rates”);

(b) FX swap points (“FX Swap Points”);

(c) Settlement Rate Option;
(d) Interest rate curves (see Section4.5.2 below) (“Interest Rate
Curves”);

(e) USD LIBOR Curve;

) PAI rates (“PAIl Rates”); and
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FCM Procedures Contents

CONTENTS
FCM PROCEDURES ... ..ttt ettt e e s 1
1. FCM CLEARING MEMBER STATUS ... .ottt et iee et e e s 1
1.1 FCM Clearing Member Application Procedure............ccccoocvveeeniiieeeienninneen. 1
1.2 NEt CaPIAl ....eeeiiiriii e
1.3 Calculation Of Net Capital ....
1.4 =T 0] 1 1 oo T PO EPRR PN
15 Additional REQUIFEMENTS .......coiiuiiieiiiiiie e 6
1.6 Other CONAItIONS ......eeiiiiiiie ettt aeee e 7
2. PRODUCT-SPECIFIC PROCEDURES .......cootiiiiiiiiiee et 8
2A SWAPCLEAR ...ttt ettt et e et e et e e e ettt e e e tte e e e e nbeeeeeneebaeeeeannees 9
2A1 The Clearing PrOCESS .........uiiiiiiiie ittt 9
2A.2 Operating Times And Calendars............coocveeeiiiiieeiisiee e 10
2A.3 REGISIIALION ...t e e e e e 10
2A4 POSItION ACCOUNTS ....coiiiiiiiiiiiiee e e 19
2A5 FINANCIAl ACCOUNLS ....eeiiiiieiiiiiiie et 19
2A.6 FCM SwapClear Contract Valuation ... 20
2A7 CoupoN PaymMeNtS.........cciiiiiiiiiiiiiiiii e 22
2A.8 INItTAL MAIGIN ... e 33
2A9 Intra-Day Margin Call: Collateral Management ..........cccccvvvveeeeeiiicvinnnnnnnns 34
2A.10  Declearing and COMPIESSION ...ccuieeeiiiiiiririeiieeeeesiaseesssiiirrereeaeesssasssnnereeae 35
2A.11  ASfiliate ClEAING ..coeeeee it e e et e e e e e e e e 35
2A.12  Transfers of FCM Clients; Defaulting FCM Clients and Affiliates .............. 36
2A.13  Proprietary Account Position Transfers
2A.14  Amendment of Trade References.........ccccvveieiiiiiiiiiiiiiiiie e
2A.15  Default Management ..........uuuiiiiieiiiiiiiieie e e e e e e e re e e e e e e s e e e e s sneneeeees
2A.16  Payment Of StamP TaX . .occivieiiieeeiiiiiiiier e e e e e s st e e e e e s s ssnnnnees
2A.17  Section 696, Corporation Tax Act 2009 .
APPENDIX 2A.A ettt ettt et e e e e et eeeeaean
SWAPCLEAR PROCESSING SCHEDULE...........cccooiiiiiiiieeniieee e 49
APPENDIX 2A.B ...ttt ettt ettt et e et et e et e e e r e et aaeaaean 50
FCM CLIENT — PARTIAL TRANSFER FORM .....cccvvviiiiiieiiieeeccieeee 50
APPENDIX 2A.C ...ttt e
FCM CLIENT — FULL TRANSFER FORM
APPENDIX 2A.D ...ttt e ettt e et e et e e e e bae e e e anrreaeeaean
FCM CLIENT TRANSFER — CARRY FCM CLEARING MEMBER
REPONSES FORM .
APPENDIX 2A.E ... ettt ettt et e e et e et e e e e et eaeaaean
CONFIDENTIALITY, NON-DISCLOSURE AND PARTICIPATION IN
THE DEFAULT MANAGEMENT GROUP .......ccccciiiiiiiiee e 57
2B FOREXCLEAR ...ttt et et eeeeennee 62
2B.1 Introduction and INterpretation.............cvveevieieeiiieiiiee e 62

2B.2 Users of FCM ForexClear
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2B.12

2C

2D.

2B.3 Termination of FX FCM STatUS .......ccooiuiiiiiiiieeeeiie e
2B.4 SEIVICE SCOPE ..ttt et te et
2B.5 POSItION ACCOUNES ....eeiiiiiiiiiiiiieet et e e
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2B.8 Trade Validation and Registration..............occceeiiiieeiii i
2B.9 MAFKEE DALA. ... .uuieeeieeieeieeeee e e e e e e e e e e e e e e eeeeeseessaesaaeanaees 75
2B.10 FCM ForexClear Contract Valuation .. 78
2B.11  Initial Margin (“IM”) ..o
ADDITIONAL MARGIN, MER BUFFER, MCE AND INTRADAY MARGIN CALLS
............................................................................................................................ 8180
2B.13 Initial Margin Management Events Service (“IMMES”)........c.ccccccovvvnine 8382
2B.14  Intra-Day Margin Call: Collateral Management...........ccccccvvveereiiiivnnnnnnenns 83
2B.15  General Margining PrOCESS ....uuuiiieeiiiiiiiiieiiieeeeseee e e ssiareeee e e e e e e enennens 8483
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2B.17  Margin RUN PrOCESS .....ccciiuiiieiiiiieeeiiree e te e e s e nnree e 84
2B.18 Transfer of FCM Clients; Defaulting FCM Clients and Affiliates ... .. 85
2B.19  Proprietary Account PoSition Transfers...........cccvviieiiiiccin i
2B.20  FCM Clearing Member’s Client Fund Transfer...........cccocccvieeiiiiiciiniinnnns
2B.21  FOrexClear REPOMING ......ccuueeeiiieieeiiiiee et st e e e 90
2B.22  Treasury Operations & Collateral Management...

2B.23  Default ManagemeNt ...........ouieiiiiiieiiiiee e e e et e et aeee e e seaee e
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3.2 Protected Payments System (PPS) ..o

33 Acceptable Forms Of Collateral .............oooiiiiiiiiiiieee e
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3.6 S e e
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2B.8.11

From (and including) the Registration Time to (and including) the Business Day
immediately preceding the Settlement Date, changes in the daily value of open
FCM ForexClear Contracts will have resulted in VM credits and debits between the
parties (as set out in Section 2B.10.2). With respect to each FCM ForexClear
Contract, on the Business Day immediately preceding the Settlement Date, the
Clearing House nets the Settlement Currency Amount against the aggregate net
VM which has been paid/received through the term of the FCM ForexClear
Contract, the result of which is a Net Settlement Amount (“NSA”), which will be
reflected in the FX FCMs' cash accounts with the Clearing House on the
Settlement Date. As such, with respect to each FCM ForexClear Contract, the
payment in full of all the VM required during the term of such FCM ForexClear
Contract shall satisfy the relevant party’s obligation to pay the Settlement Currency
Amount on the Settlement Date of such FCM ForexClear Contract. For the
purpose of providing Nostro reconciliation, to the relevant parties, the Clearing
House will provide Reporting (as defined in Section 2B.21 of these FCM
Procedures) which will reflect an entry for the “Settlement Currency Amount” and a
separate entry for the reversal of the aggregate net Variation Margin which has
been paid/received through the term of the FCM ForexClear Contract. This
paragraph applies even if the Settlement Date has been adjusted in accordance
with the FCM ForexClear Contract Terms.

Reference Data
Holiday Event Calendar:

The FCM ForexClear Service uses the SwapsMonitor Financial Calendar (as+
published by Swaps Monitor Publications, INC.) (“SwapsMonitor Financial

| Formatted: Normal, Indent: Left:
1.65 cm

Calendar”) in order to determine holidays. This requires all FCM ForexClear
Participants to be licensees of the SwapsMonitor Financial Calendar.

When a change is declared that affects the SwapsMonitor Financial Calendar that
is referenced on FCM ForexClear, a corresponding calendar adjustment will be
made to the FCM ForexClear system. The Clearing House may temporarily close

the FCM ForexClear Service to process a calendar adjustment in its clearing

Date Adjustment:

As a result of the calendar adjustment process, the Valuation Date and/or the<
Settlement Date of any affected FCM ForexClear Contracts will automatically be

| Formatted: Normal, Indent: Left:
1.65 cm

date adjusted in_accordance with the provisions of the EMTA Template for the
relevant Currency Pair.

The Clearing House will notify the FX FCMs via file download from the Clearing
Member Reporting as to the FCM ForexClear Contracts affected and the date
adjustments made.
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2B.9

2B.9.1

2B.9.2

Market Data

Sources used by FCM ForexClear Service

The FCM ForexClear Service collates instrument quotes for the following from
multiple market sources (as detailed in Section 2B.9.2) in relation to each Currency
Pair:

. FX spot rates (“FX Spot Rates”);

. FX swap points (“FX Swap Points”);

. Settlement Rate Option;

. Interest rate curves (see Section 2B.9.5 below) (“Interest Rate Curves”);

. USD LIBOR Curve;

. PAl rates (“PAl Rates”); and

e  Country credit spreads (see Section 2B.9.6 below) (“Country Credit
Spreads”),

together, “Market Data”.

FX Spot Rates and FX Swap Points are received by the Clearing House via a live
link from all eligible FXCCMs (including FX FCMs) during the Opening Hours (as
defined in Section 2B.4.2).

Market Data Sources and Frequencies

The Clearing House receives the following updated raw prices:

FX Spot Rates:

. Source — contributing FXCCMs (including FX FCMs).

. Frequency - every time updated by contributing FXCCMs (including FX
FCMs) up to a maximum rate of once every five minutes.
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