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COMMISSION DELEGATED REGULATION (EU) 2020/1304
of 14 July 2020
supplementing Regulation (EU) No 648/2012 of the European Parliament and of the Council with
regard to the minimum elements to be assessed by ESMA when assessing third-country CCPs’
requests for comparable compliance and the modalities and conditions of that assessment
(Text with EEA relevance)

THE EUROPEAN COMMISSION,

Having regard to the Treaty on the Functioning of the European Union,
Having regard to Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC
derivatives, central counterparties and trade repositories (1), and in particular Article 25a(3) thereof,
Whereas:
(1)

According to Article 25a of Regulation (EU) No 648/2012, a third-country central counterparty (CCP) that is
systemically important or likely to become systemically important for the financial stability of the Union or one or
more of its Member States (Tier 2 CCP) may request the European Securities and Markets Authority (ESMA) to
assess whether that Tier 2 CCP’s compliance with the applicable third-country framework may be deemed to satisfy
compliance with the requirements set out in Article 16 and in Titles IV and V of Regulation (EU) No 648/2012
(comparable compliance), and to adopt a decision accordingly.

(2)

Comparable compliance preserves the financial stability of the Union and ensures a level-playing field between Tier 2
CCPs and CCPs authorised in the Union while reducing administrative and regulatory burdens for those Tier 2 CCPs.
The assessment of comparable compliance should, therefore, verify whether a Tier 2 CCP’s compliance with the
third-country framework effectively satisfies compliance with any or all requirements set out in Article 16, Title IV
and V of Regulation (EU) No 648/2012. This Regulation should therefore indicate the elements to be assessed by
ESMA when assessing a Tier 2 CCP’s request for comparable compliance. When conducting that assessment, ESMA
should also consider that CCP’s compliance with any requirements in delegated or implementing acts that further
specify those elements, including those requirements related to margin requirements, liquidity risk controls, and
collateral requirements.

(3)

In its assessment of whether compliance with the applicable third-country framework satisfies compliance with the
requirements set out in Article 16, Title IV and V of Regulation (EU) No 648/2012, ESMA might also consider the
recommendations developed by the Committee on Payments and Market Infrastructures and the International
Organization of Securities Commissions.

(4)

ESMA should conduct a detailed assessment to determine whether to grant a Tier 2 CCP comparable compliance for
Title IV of Regulation (EU) No 648/2012. Any potential refusal of comparable compliance with respect to that Title
IV might impact the equivalence assessment conducted by the Commission pursuant to Article 25(6) of that
Regulation. ESMA should therefore inform the Commission where it intends not to grant comparable compliance
with respect to that Title.

(5)

Where a Tier 2 CCP has entered into an interoperability arrangement with a CCP authorised under Article 14 of
Regulation (EU) No 648/2012, that arrangement constitutes a direct link and, therefore, a direct channel of
contagion, to a CCP in the Union. For such arrangements, ESMA should conduct a detailed assessment to determine
whether to grant comparable compliance for Title V of that Regulation. An interoperability arrangement between a
Tier 2 CCP and another third-country CCP does not constitute a direct link to a CCP in the Union but might, under
certain circumstances, function as an indirect channel of contagion. For such arrangements, ESMA should only
conduct a detailed assessment where the impact of that arrangement on the financial stability of the Union or one
or more of its Member States justifies it.

(1) OJ L 201, 27.7.2012, p. 1.
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(6)

Since one of the objectives of comparable compliance is to reduce administrative and regulatory burden for Tier 2
CCPs, comparable compliance should not be refused only because a Tier 2 CCP applies, under the applicable thirdcountry framework, exemptions that are comparable to those set out in paragraphs 4 and 5 of Article 1 of
Regulation (EU) No 648/2012. The assessment of comparable compliance should also take into account the extent
to which not granting it may result in the impossibility for the Tier 2 CCP to comply with both Union and thirdcountry requirements at the same time.

(7)

ESMA’s decision on whether to grant comparable compliance should be based on the assessment conducted at the
time of the adoption of that decision. In order for ESMA to reassess its decision whenever relevant developments,
including changes to a CCP’s internal rules and procedures occur, the Tier 2 CCP should notify ESMA of any such
developments.

(8)

Regulation (EU) 2019/2099 of the European Parliament and of the Council (2), which inserted Article 25a into
Regulation (EU) No 648/2012, started to apply on 1 January 2020. To ensure that that article is fully operational,
this Regulation should enter into force as a matter of urgency,

HAS ADOPTED THIS REGULATION:

Article 1
Procedure for submitting a request for comparable compliance
1.
The reasoned request referred to in Article 25a(1) of Regulation (EU) No 648/2012 shall be submitted either within the
deadline set by ESMA in the notification informing the third-country CCP that it is not considered to be a Tier 1 CCP or at any
moment after a third-country CCP has been recognised by ESMA as a Tier 2 CCP in accordance with Article 25(2b).
The Tier 2 CCP shall inform its competent authority of the submission referred to in the first subparagraph.
2.

The reasoned request referred to in paragraph 1 shall specify:

(a) the requirements for which the Tier 2 CCP requests comparable compliance;
(b) the reasons why the Tier 2 CCP’s compliance with the applicable third-country framework satisfies compliance with the
relevant requirements set out in Article 16 and Titles IV and V of Regulation (EU) No 648/2012;
(c) the way in which the Tier 2 CCP complies with any conditions set out for the application of the implementing act
referred to in Article 25(6) of Regulation (EU) No 648/2012.
For the purposes of point (b), the Tier 2 CCP shall provide, where relevant, the evidence referred to in Article 5.
3.

The Tier 2 CCP shall, at ESMA’s request, include in the reasoned request referred to in paragraph 1:

(a) a statement from its competent authority confirming that the Tier 2 CCP is of good repute and standing;
(b) where necessary, with regard to the requirements set out in Article 16 and Title V of Regulation (EU) No 648/2012, a
translation of the relevant applicable third-country framework into a language commonly used in finance.
4.
ESMA shall assess, within 30 working days of receipt of a reasoned request submitted in accordance with paragraph
1, whether that reasoned request is complete. ESMA shall set a deadline by which the Tier 2 CCP has to provide additional
information where the request is incomplete.
5.
ESMA shall decide whether to grant comparable compliance for the requirements included in the reasoned request
within 90 working days from the receipt of a complete reasoned request submitted in accordance with paragraph 4 of this
Article.
(2) Regulation (EU) 2019/2099 of the European Parliament and of the Council of 23 October 2019 amending Regulation (EU)
No 648/2012 as regards the procedures and authorities involved for the authorisation of CCPs and requirements for the recognition
of third-country CCPs (OJ L 322, 12.12.2019, p. 1).
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ESMA may postpone that decision where the reasoned request or the additional information referred to in paragraph 4 are
not submitted in time and the assessment of that request could, as a result, delay ESMA’s decision on the recognition of the
third-country CCP or the review of its recognition.
6.
A Tier 2 CCP for which ESMA has not granted comparable compliance for one or more requirements may not submit
a new reasoned request as referred to in paragraph 1 regarding those requirements, unless there has been a relevant change
to the applicable third-country framework or to the way in which that CCP complies with that framework.

Article 2
Comparable compliance with respect to Article 16 of Regulation (EU) No 648/2012
1.
ESMA shall grant comparable compliance with respect to Article 16(1) of Regulation (EU) No 648/2012 where a Tier
2 CCP’s capital, including retained earnings and reserves, has a permanent and available initial capital which corresponds to
at least EUR 7,5 million.
2.
ESMA shall grant comparable compliance with respect to Article 16(2) of Regulation (EU) No 648/2012 where a Tier
2 CCP’s capital, including retained earnings and reserves, is at all times higher than or equal to the sum of:
(a) the CCP’s capital requirements for winding down or restructuring its activities;
(b) the CCP’s capital requirements for operational and legal risks;
(c) the CCP’s capital requirements for credit, counterparty and market risks that are not already covered by the specific
financial resources referred to in Articles 41 to 44 of Regulation (EU) No 648/2012 or comparable specific financial
resources required by the CCP’s home jurisdiction’s legal order;
(d) the CCP’s capital requirements for business risk.
For the purposes of the first subparagraph, ESMA shall calculate the capital requirements in accordance with the specific
capital requirements set out in the applicable third-country framework, or, where that framework does not provide for any
of those capital requirements, in accordance with the relevant requirements set out in Articles 2 to 5 of Commission
Delegated Regulation (EU) No 152/2013 (3).

Article 3
Comparable compliance with respect to Title IV of Regulation (EU) No 648/2012
1.
ESMA shall grant comparable compliance with respect to the requirements set out in Title IV of Regulation (EU)
No 648/2012 where:
(a) the Tier 2 CCP complies with the requirements referred to in the implementing act referred to in Article 25(6) of that
Regulation, if any;
(b) the Tier 2 CCP complies with all relevant elements set out in Annex I to this Regulation.
2.

Before ESMA adopts a decision not to grant comparable compliance, it shall:

(a) verify its understanding of the applicable third-country framework and the way in which the Tier 2 CCP complies with
it with that CCP’s competent authority,
(b) inform the Commission thereof.
(3) Commission Delegated Regulation (EU) No 152/2013 of 19 December 2012 supplementing Regulation (EU) No 648/2012 of the
European Parliament and of the Council with regard to regulatory technical standards on capital requirements for central
counterparties (OJ L 52, 23.2.2013, p. 37).
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Article 4
Comparable compliance with respect to Title V of Regulation (EU) No 648/2012
1.
Where a Tier 2 CCP has entered into an interoperability arrangement with a CCP authorised under Article 14 of
Regulation (EU) No 648/2012, ESMA shall grant comparable compliance with respect to the requirements set out in Title
V of that Regulation where the Tier 2 CCP complies with all relevant elements set out in Annex II to this Regulation.
2.
Where a Tier 2 CCP has entered into an interoperability arrangement with a third-country CCP, ESMA shall grant
comparable compliance with respect to the requirements set out in Title V of Regulation (EU) No 648/2012 unless the
impact of that arrangement on the financial stability of the Union or one or more of its Member States justifies assessing
whether to grant comparable compliance in accordance with paragraph 1.
Article 5
Exemptions and incompatible requirements
1.
ESMA shall not refuse comparable compliance with respect to the requirements set out in Article 16 and Titles IV and
V of Regulation (EU) No 648/2012 for the mere reason that the Tier 2 CCP applies an exemption under the applicable thirdcountry framework which is comparable to any of those set out in paragraphs 4 and 5 of Article 1 of that Regulation. The
Tier 2 CCP shall provide evidence that the Union and third-country exemption are comparable.
2.
Where complying with a specific requirement set out in Article 16 or Titles IV or V of Regulation (EU) No 648/2012
implies a breach of the applicable third-country framework, ESMA shall grant comparable compliance with respect to that
requirement only where the Tier 2 CCP provides evidence that:
(a) it is impossible to comply with that requirement without breaching a mandatory provision of the applicable thirdcountry framework;
(b) the applicable third-country framework effectively achieves the same objectives as Article 16 and Titles IV and V of
Regulation (EU) No 648/2012;
(c) it complies with the applicable third-country framework.
Article 6
Changes to the applicable third-country framework
A Tier 2 CCP that has been granted comparable compliance shall notify ESMA of any change to its applicable third-country
framework and to its internal rules and procedures. ESMA shall inform the Commission of those notifications.
Article 7
Entry into force
This Regulation shall enter into force on the day following that of its publication in the Official Journal of the European Union.

This Regulation shall be binding in its entirety and directly applicable in all Member States.
Done at Brussels, 14 July 2020.
For the Commission
The President
Ursula VON DER LEYEN
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ANNEX I

ELEMENTS REFERRED TO IN ARTICLE 3(1)
Provision of Union law

Elements referred to in Article 3(1)

Chapter 1: Organisational requirements

General provisions
Article 26(1) of Regulation (EU)
No 648/2012

The third-country CCP has:
(a) robust governance arrangements, including a clear organisational structure
with well-defined, transparent and consistent lines of responsibility;
(b) effective processes to identify, manage, monitor and report the risks to which it
is or might be exposed;
(c) adequate internal control mechanisms, including sound administrative and
accounting procedures.

Article 26(2) of Regulation (EU)
No 648/2012

The third-country CCP has established policies and procedures which are
sufficiently effective so as to ensure compliance with the relevant third-country
framework, including compliance with that framework by its managers and
employees.

Article 26(3) and (4) of Regulation
(EU) No 648/2012

The third-country CCP:
(a) maintains and operates an organisational structure that ensures continuity and
orderly functioning in the performance of its services and activities;
(b) employs appropriate and proportionate systems, resources and procedures;
(c) maintains a clear separation between the reporting lines for risk management
and those for the other operations of the CCP.

Article 26(5) of Regulation (EU)
No 648/2012

The third-country CCP implements and maintains a remuneration policy which
promotes sound and effective risk management and which does not create
incentives to relax risk standards.

Paragraphs 6, 7 and 8 of Article 26 of
Regulation (EU) No 648/2012

The third-country CCP:
(a) maintains information technology systems adequate to deal with the
complexity, variety and type of services and activities performed so as to
ensure high standards of security and the integrity and confidentiality of the
information maintained;
(b) makes available publicly its governance arrangements, the rules governing the
CCP, and its admission criteria for clearing membership;
(c) is subject to frequent and independent audits, the results of which are
communicated to its board and made available to its competent authority.

Senior management and the board
Article 27(1) of Regulation (EU)
No 648/2012

The senior management of a third-country CCP is of sufficiently good repute and
has sufficient experience to ensure the sound and prudent management of the CCP.

Paragraphs 2 and 3 of Article 27 of
Regulation (EU) No 648/2012

The third-country CCP has a board with a sufficient number of independent
members that have clear roles and responsibilities, an adequate representation of
clearing members and clients, and mechanisms to address any potential conflicts of
interest within the CCP to ensure sound and prudent management of the CCP.
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Article 28 of Regulation
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Elements referred to in Article 3(1)

(EU)

The third-country CCP:
(a) maintains a body to advise the board, independently of any direct influence by
the management of that CCP, on developments impacting the risk management
of the CCP, ensuring the representation of its clearing members, independent
members of the board and representatives of its clients;
(b) has mechanisms in place to promptly inform the relevant competent authority
of the third country of any decision in which the board decides not to follow the
advice of that body.

Record Keeping
Article 29(1) of Regulation (EU)
No 648/2012

The third-country CCP maintains, for a period of at least 10 years, all the records on
the services and activity provided so as to enable its competent authority to monitor
its compliance with the relevant third-country framework.

Article 29(2) of Regulation (EU)
No 648/2012

The third-country CCP maintains, for a period of at least 10 years following the
termination of a contract, all information on all contracts it has processed to enable
the identification of the original terms of a transaction before clearing by that CCP.

Article 29(3) of Regulation (EU)
No 648/2012

The third-country CCP makes available to any relevant third-country authority,
upon request, the records on the services and activity provided, the information on
all contracts it has processed and all information on the positions of cleared
contracts, irrespective of the venue where the transactions were executed.

Shareholders and members with
qualifying holdings
Article 30(1) of Regulation (EU)
No 648/2012

The third-country CCP informs its competent authority of the identities of the
shareholders or members that have qualifying holdings and of the amounts of those
holdings.

Paragraphs 2 and 4 of Article 30 of
Regulation (EU) No 648/2012

The shareholders or members that have qualifying holdings in a third-country CCP:
(a) are suitable, taking into account the need to ensure the sound and prudent
management of that CCP;
(b) do not exercise an influence that is likely to be prejudicial to the sound and
prudent management of the CCP.

Article 30(3) of Regulation (EU)
No 648/2012

Close links between the third-country CCP and other natural or legal persons do not
prevent the effective exercise of the supervisory functions of the competent
authority of the third country.

Article 30(5) of Regulation (EU)
No 648/2012

The laws, regulations or administrative provisions of a third country governing one
or more natural or legal persons with which the CCP has close links, or difficulties
involved in their enforcement, do not prevent the effective exercise of the
supervisory functions of the competent authority.

Article 31(1) of Regulation (EU)
No 648/2012

The third-country CCP notifies its competent authority of any changes to its
management and the third-country framework ensures that appropriate measures
are taken where the conduct of a member of the board of a third-country CCP is
likely to be prejudicial to the sound and prudent management of the CCP.,.
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Elements referred to in Article 3(1)

Conflict of Interest
Article 33(1) of Regulation (EU)
No 648/2012

The third-country CCP maintains and operates effective arrangements to identify,
manage and resolve any potential conflicts of interest between itself, including its
managers, employees, or any person with direct or indirect control or close links,
and its clearing members or their clients known to the CCP.

Article 33(2) of Regulation (EU)
No 648/2012

Where the arrangements of the third-country CCP to manage conflicts of interest
are not sufficient to ensure, with reasonable confidence, that risks of damage to the
interests of a clearing member or client are prevented, , that CCP discloses to
clearing members and, where clients are known to that CCP, to those clients, the
general nature or sources of conflicts of interest before accepting new transactions
from those clearing members.

Article 33(3) of Regulation (EU)
No 648/2012

Where the third-country CCP is a parent undertaking or a subsidiary, , that CCP’s
arrangements to manage conflicts of interest take into account any circumstances of
which the CCP is or should be aware which may give rise to a conflict of interest due
to the structure and business activities of other undertakings of which it is a parent
or a subsidiary.

Article 33(5) of Regulation (EU)
No 648/2012

The third-country CCP takes all reasonable steps to prevent any misuse of
information held in its systems and prevents the use of that information for other
business activities.

Business Continuity
Article 34(1) of Regulation (EU)
No 648/2012

The third-country CCP implements and maintains an adequate business continuity
policy and disaster recovery plan aimed at ensuring the preservation of its
functions, the timely recovery of operations and the fulfilment of the CCP’s
obligations, including the recovery of all transactions at the time of disruption to
enable the CCP to continue to operate with certainty and to complete settlement on
the scheduled date.

Article 34(2) of Regulation (EU)
No 648/2012

The third-country CCP implements and maintains an adequate procedure ensuring
the timely and orderly settlement or transfer of the assets and positions of clients
and clearing members in the event of a withdrawal of authorisation.

Outsourcing
Article 35 of
No 648/2012

Regulation

(EU)

When outsourcing operational functions, services or activities, the third-country
CCP ensures that, at all times:
(a) outsourcing does not result in the delegation of its responsibility;
(b) the relationship and obligations of that CCP towards its clearing members or,
where relevant, towards their clients are not altered;
(c) outsourcing does not prevent the exercise of supervisory and oversight
functions;
(d) outsourcing does not result in depriving the CCP from the necessary systems
and controls to manage the risks it faces;
(e) the service provider implements equivalent business continuity requirements to
those that the CCP must fulfil;
(f) the CCP retains the necessary expertise and resources to evaluate the quality of
the services provided and the organisational and capital adequacy of the service
provider, and to supervise the outsourced functions effectively and manage the
risks associated with the outsourcing and supervises those functions and
manages those risks on an ongoing basis;
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Elements referred to in Article 3(1)

(g) the CCP has direct access to the relevant information of the outsourced
functions;
(h) the service provider protects any confidential information relating to the CCP
and its clearing members and clients.

Chapter 2: Conduct of business rules

General provisions
Article 36(1) of Regulation (EU)
No 648/2012

The third-country CCP, when providing services to its clearing members, and where
relevant, to their clients, acts fairly and professionally in accordance with the best
interests of such clearing members and clients and sound risk management.

Article 36(2) of Regulation (EU)
No 648/2012

The third-country CCP has accessible, transparent and fair rules for the prompt
handling of complaints.

Participation requirements
Paragraphs 1 and 2 of Article 37 of
Regulation (EU) No 648/2012

The third-country CCP establishes categories of admissible clearing members and
non-discriminatory, transparent and objective admission criteria to ensure fair and
open access to the CCP and sufficient financial resources and operational capacity of
clearing members, enabling the CCP to control the risk it is exposed to, and
monitors on an ongoing basis that those criteria are met.

Article 37(3) of Regulation (EU)
No 648/2012

The third-country CCP’s rules for clearing members enables it to gather relevant
basic information to identify, monitor and manage relevant concentrations of risk
relating to the provision of services to clients.

Paragraphs 4 and 5 of Article 37 of
Regulation (EU) No 648/2012

The third-country CCP has objective and transparent procedures for the suspension
and orderly exit of clearing members that no longer meet the admission criteria and
can only deny access to clearing members meeting the admission criteria where
duly justified in writing and based on a comprehensive risk analysis.

Article 37(6) of Regulation (EU)
No 648/2012

Specific additional obligations on clearing members, such as the participation in
auctions of a defaulting clearing member’s position, are proportional to the risk
brought by the clearing member and do not restrict participation to certain
categories of clearing members.

Transparency
Article 38(1) of Regulation (EU)
No 648/2012

The third-country CCP publicly discloses the prices and fees associated with each
service provided, including discounts and rebates and the conditions to benefit from
those reductions, and allows its clearing members and, where relevant, their clients,
separate access to the specific services provided.

Article 38(2) of Regulation (EU)
No 648/2012

The third-country CCP discloses to clearing members and clients the risks
associated with the services provided.

Article 38(3) of Regulation (EU)
No 648/2012

The third-country CCP discloses to its clearing members the price information used
to calculate its end-of-day exposures to its clearing members, and publicly discloses
the volumes of the cleared transactions for each class of instruments cleared by the
CCP on an aggregated basis.
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Article 38(4) of Regulation (EU)
No 648/2012

The third-country CCP publicly discloses the operational and technical
requirements relating to the communication protocols covering content and
message formats it uses to interact with third parties, including the operational and
technical requirements related to access of trading venues to the CCP.

Paragraphs 6 and 7 of Article 38 of
Regulation (EU) No 648/2012

The third-country CCP provides its clearing members with information on the
initial margin models it uses, explaining how the models operate and describing the
key assumptions and limitations of those models.

Segregation and Portability
Article 39 of Regulation
No 648/2012

The third-country CCP keeps separate records and accounts for each clearing
member, segregates the assets and positions of the clearing member from the assets
and positions of the clients of the clearing member, and provides sufficient
protection for the assets and positions of each clearing member and each client, as
well as a choice of segregation of positions and assets and of options of portability
to each client, including individual client segregation.

(EU)

Chapter 3: Prudential requirements

Exposure management
Article 40 of Regulation
No 648/2012

(EU)

The third-country CCP maintains appropriate policies and mechanisms to manage,
on a near to real time basis, intra-day exposures to sudden changes in market
conditions and in positions.

Margin requirements
Article 41(1) of Regulation (EU)
No 648/2012

The third-country CCP imposes, calls and collects margins to limit its credit
exposures from its clearing members and, where relevant, from CCPs with which
it has interoperability arrangements, and that CCP regularly monitors and, if
necessary, revises the level of its margins to reflect current market conditions
taking into account any potentially procyclical effects of such revisions. Such
margins shall be sufficient:
(a) to cover potential exposures that may occur until the liquidation of the relevant
positions;
(b) to cover losses that result from at least 99 % of the exposures movements over
an appropriate time horizon.
Those margins ensure that a CCP fully collateralises its exposures with all its clearing
members, and, where relevant, with CCPs with which it has interoperability
arrangements, at least on a daily basis.

Article 41(2) of Regulation (EU)
No 648/2012

The third-country CCP applies models and parameters in setting its margin
requirements that capture the risk characteristics of the products cleared and take
into account the interval between margin collections, market liquidity and the
possibility of changes over the duration of the transaction.

Article 41(3) of Regulation (EU)
No 648/2012

The third-country CCP calls and collects margins on an intraday basis, at least when
predefined thresholds are exceeded.

Article 41(4) of Regulation (EU)
No 648/2012

The third-country CCP calculates, calls and collects margins that are adequate to
cover the risk stemming from the positions registered in each account with respect
to specific financial instruments, or to a portfolio of financial instruments provided
that the methodology used is prudent and robust.
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Default Fund and Other Financial
Resources
Paragraphs 1 and 4 of Article 42 of
Regulation (EU) No 648/2012

The third-country CCP:
(a) maintains one or more pre-funded default funds to cover losses that exceed the
losses to be covered by margins, arising from the default, including the opening
of an insolvency procedure, of one or more clearing members;
(b) establishes a minimum amount below which the size of the default fund is not
to fall under any circumstances.

Article 42(2) of Regulation (EU)
No 648/2012

The third-country CCP establishes the minimum size of contributions to the default
fund and the criteria to calculate the contributions of the single clearing members.
The contributions are proportional to the exposures of each clearing member.

Articles 42(3) and 43(2) of Regulation
(EU) No 648/2012

The third-country CCP develops scenarios of extreme but plausible market
conditions, including the most volatile periods that have been experienced by the
markets for which that CCP provides its services, and a range of potential future
scenarios, taking into account sudden sales of financial resources and rapid
reductions in market liquidity, and the default fund of that CCP enables it, at all
times, to withstand the default of at least the two clearing members to which it has
the largest exposures under extreme but plausible market conditions.

Article 43(1) of Regulation (EU)
No 648/2012

The default fund of the third-country CCP maintains sufficient pre-funded available
financial resources to cover potential losses that exceed the losses to be covered by
margins. Those pre-funded available financial resources include dedicated resources
of the CCP, are freely available to the CCP and are not used to meet capital
requirements.

Article 43(3) of Regulation (EU)
No 648/2012

The third-country CCP ensures that the exposures of the clearing members toward
that CCP are limited.

Liquidity risk controls
Article 44(1) of Regulation (EU)
No 648/2012

The third-country CCP:
(a) has access to adequate liquidity at all times measured to cover its liquidity needs
on a daily basis and taking into account the liquidity risk generated by the
default of at least the two clearing members to which it has the largest
exposures;
(b) obtains the necessary credit lines or similar arrangements to cover its liquidity
needs in case the financial resources at its disposal are not immediately
available;
(c) ensures that a clearing member, parent undertaking or subsidiary of that
clearing member together do not provide more than 25 % of the credit lines
needed by that CCP.

Default waterfall
Paragraphs 1 and 2 of Article 45 of
Regulation (EU) No 648/2012

The third-country CCP uses the margins posted by a defaulting clearing member
prior to other financial resources in covering losses and thereafter, where the
margins posted by that clearing member are not sufficient to cover the losses
incurred by the CCP, the default fund contribution of that clearing member to cover
those losses.

Paragraphs 3 and 4 of Article 45 of
Regulation (EU) No 648/2012

The third-country CCP:
(a) uses contributions to the default fund of the non-defaulting clearing members
and any other financial resources that are part of its default waterfall only after
having exhausted the contributions of the defaulting clearing member and its
dedicated own resources;
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(b) does not use the margins posted by non-defaulting clearing members to cover
the losses resulting from the default of another clearing member.

Collateral requirements
Article 46 of Regulation
No 648/2012

(EU)

The third-country CCP accepts only highly liquid collateral with minimal credit and
market risk to cover its initial and ongoing exposure to its clearing members, and
applies adequate haircuts to asset values that reflect the potential for their value to
decline over the interval between their last revaluation and the time by which they
can reasonably be assumed to be liquidated, taking into account the liquidity risk
following the default of a market participant and the concentration risk on certain
assets that may result in establishing the acceptable collateral and the relevant
haircuts.

Investment Policy
Article 47(1) of Regulation (EU)
No 648/2012

The third-country CCP invests its financial resources only in cash or in highly liquid
financial instruments with minimal market and credit risk, and its investments are
capable of being liquidated rapidly with minimal adverse price effect.

Article 47(3) of Regulation (EU)
No 648/2012

The third-country CCP deposits financial instruments posted as margins or as
default fund contributions with, where available, operators of securities settlement
systems that ensure the full protection of those financial instruments, or with other
authorised financial institutions using alternative highly secure arrangements.

Article 47(4) of Regulation (EU)
No 648/2012

Cash deposits of the third-country CCP are performed through highly secure
arrangements with authorised financial institutions or, alternatively, through the
use of the standing deposit facilities of central banks or other comparable means
provided for by central banks.

Article 47(5) of Regulation (EU)
No 648/2012

When depositing assets with a third party, the third-country CCP:
(a) ensures that the assets belonging to the clearing members are identifiable
separately from the assets belonging to that CCP and from assets belonging to
that third party by means of differently titled accounts on the books of the third
party or any other equivalent measures that achieve the same level of
protection;
(b) has prompt access to the financial instruments when required.

Article 47(6) of Regulation (EU)
No 648/2012

The third-country CCP does not invest its capital or the sums arising from margins,
default fund contributions, liquidity or other financial resources, in its own
securities or those of its parent undertaking or its subsidiary.

Article 47(7) of Regulation (EU)
No 648/2012

The third-country CCP takes into account its overall credit risk exposures to
individual obligors in making its investment decisions and ensures that its overall
risk exposure to any individual obligor remains within acceptable concentration
limits.

Default procedures
Article 48(1) of Regulation (EU)
No 648/2012

The third-country CCP has procedures in place to be followed where a clearing
member does not comply with the participation requirements of the CCP or when
that clearing member is declared in default either by the CCP or by a third party.
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Article 48(2) of Regulation (EU)
No 648/2012

The third-country CCP takes prompt action to contain losses and liquidity pressures
resulting from defaults and ensures that the closing out of any clearing member’s
positions does not disrupt its operations or expose the non-defaulting clearing
members to losses that they cannot anticipate or control.

Article 48(3) of Regulation (EU)
No 648/2012

The third-country framework ensures that the third-country CCP promptly informs
its competent authority before the default procedure is declared or triggered.

Article 48(4) of Regulation (EU)
No 648/2012

The third-country CCP verifies that its default procedures are enforceable.

Paragraphs 5, 6 and 7 of Article 48 of
Regulation (EU) No 648/2012

The third-country CCP:
(a) acts in accordance with the rules of protection of collateral and positions of the
client accounts applicable in the third country;
(b) implements procedures facilitating the porting of clients’ positions and
collateral in accordance with the rules applicable in the third country.

Review of models, stress testing and
back testing
Article 49(1) of Regulation (EU)
No 648/2012

The third-country CCP:
(a) regularly reviews the models and parameters adopted to calculate its margin
requirements, default fund contributions, collateral requirements and other
risk control mechanisms;
(b) subjects those models to rigorous and frequent stress tests to assess their
resilience in extreme but plausible market conditions;
(c) performs back tests to assess the reliability of the methodology adopted;
(d) obtains either an independent validation or a validation by its competent
authority of those models and of any significant changes thereto.

Article 49(2) of Regulation (EU)
No 648/2012

The third-country CCP regularly tests the key aspects of its default procedures and
takes all reasonable steps to ensure that all clearing members understand them and
have appropriate arrangements in place to respond to a default event.

Article 49(3) of Regulation (EU)
No 648/2012

The third-country CCP publicly discloses key information on its risk-management
model and assumptions adopted to perform the stress tests on the models and
parameters adopted to calculate its margin requirements, default fund
contributions, collateral requirements and other risk control mechanisms.

Settlement
Article 50(1) of Regulation (EU)
No 648/2012

The third-country CCP uses, where practical and available, central bank money to
settle its transactions or, where central bank money is not used, takes steps to strictly
limit cash settlement risks.

Article 50(2) of Regulation (EU)
No 648/2012

The third-country CCP clearly states its obligations with respect to deliveries of
financial instruments including whether it has an obligation to make or receive
delivery of a financial instrument or whether it indemnifies participants for losses
incurred in the delivery process.
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Where the third-country CCP has an obligation to make or receive deliveries of
financial instruments, that CCP eliminates principal risk through the use of deliveryversus-payment mechanisms to the extent possible.

Chapter 4: Calculations and reporting for the purposes of Regulation (EU) No 575/2013of the European
Parliament and of the Council (1)
Calculations and reporting
Articles 50a to 50d of Regulation (EU)
No 648/2012

The third-country CCP applies reporting requirements on capital requirements
calculations in accordance with the respective third-country framework applicable
to rules on accounting and capital requirements.

(1) Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential requirements for credit
institutions and investment firms and amending Regulation (EU) No 648/2012 (OJ L 176, 27.6.2013, p. 1).
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Elements referred to in Article 4(1)

Interoperability arrangements
Article 51(2)of Regulation (EU)
No 648/2012

Where an interoperability arrangement is established to provide services to a
particular trading venue, the third-country CCP has non-discriminatory access both
to the data that it needs for the performance of its functions from that particular
trading venue and to the relevant settlement system;

Article 51(3)of Regulation (EU)
No 648/2012

The third-country CCP rejects or restricts entering into an interoperability
arrangement or accessing a data feed or a settlement system, directly or indirectly,
only in order to control any risk arising from that arrangement or access.

Risk management
Paragraphs 1 and 2 of Article 52 of
Regulation (EU) No 648/2012

The CCPs that have entered into an interoperability arrangement :
(a) have in place adequate policies, procedures and systems to effectively identify,
monitor and manage the risks arising from that interoperability arrangement so
that they can meet their obligations in a timely manner;
(b) agree on their respective rights and obligations, including the applicable law
governing their relationships;
(c) identify, monitor and effectively manage credit and liquidity risks so that a
default of a clearing member of one CCP does not affect an interoperable CCP;
(d) identify, monitor and address potential interdependences and correlations that
arise from an interoperability arrangement that may affect credit and liquidity
risks relating to clearing member concentrations, and pooled financial
resources;
(e) where the risk-management models used by the interoperable CCPs to cover
their exposure to their clearing members or their reciprocal exposures are
different, those CCPs identify those differences, assess risks that may arise
therefrom and take measures, including securing additional financial
resources, that limit their impact on the interoperability arrangement as well
as their potential consequences in terms of contagion risks and ensure that
these differences do not affect each CCP’s ability to manage the consequences
of the default of a clearing member.

Provision of margins among CCPs
Article 53 of Regulation (EU)
No 648/2012

The third-country CCP distinguishes in accounts the assets and positions held for
the account of CCPs with which it has entered into an interoperability arrangement.
The third-country CCP only provides initial margins to that CCP under a security
financial collateral arrangement by which the receiving CCP has no right of use
over the margins provided by the other CCP.
Collateral received in the form of financial instruments is protected in either of the
following manners:
(i) it is deposited with operators of securities settlement systems that ensure the
full protection of those financial instruments;
(ii) other highly secure arrangements with authorised financial institutions are
used;
Assets are available to the receiving CCP only in case of default of the CCP which has
provided the collateral in the context of an interoperability arrangement.
In case of default of the CCP which has received the collateral in the context of an
interoperability arrangement, the collateral provided is readily returned to the
providing CCP.

