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2C. SWAPCLEAR

2C.1 THE CLEARING PROCESS

The SwapClear Service is an interface that processes and stores all SwapClear
Transactions received from an Approved Trade Source System.

Those authorised by the Clearing House to submit trades for clearing in the
SwapClear Service fall into two categories — SwapClear Clearing Members
(SCMs) and SwapClear Dealers (SDs). SCMs are clearing members who have
applied and have been accepted by the Clearing House to clear in the
SwapClear Service. SDs are not clearing members but have met the criteria for
registration as a SwapClear Dealer and have entered into a SwapClear Dealer
Clearing Agreement with an SCM and the Clearing House. Subiject to obtaining
approval from the Clearing House’s Membership Department an SCM may offer
certain SwapClear clearing services to its clients (SwapClear Clearing Clients).
SwapClear Clearing Services are provided to SwapClear Clearing Clients
through an Individual Segregated or Omnibus Net Segregated account. SCMs
should contact the Clearing House’s Membership Department for further details
of the SwapClear Client Clearing Service and the Clearing House’s approval
process (+44 (0)207 426 7891/7627/7063; membership@Ichclearnet.com).

In practice there are four day-to-day users of the SwapClear Service - SCM’s,
SDs, SwapClear Clearing Clients and SCM Branches. An SCM Branch must
always be the same legal entity as the SCM and, subject to authorisation by the
Clearing House, it may submit SwapClear Transactions to the Clearing House,
for registration as SwapClear Contracts in the name of the SCM, using its own
BIC code.

SCMs, SDs and SCM Branches are collectively known as “SwapClear
Participants”.

For the purposes of these Procedures and the Regulations, an SCM Branch is a
part of and is the same legal person as the SCM. Where a SwapClear
Transaction is presented for registration by an SCM Branch it is deemed to have
been presented by the SCM of which it is part for registration in the name of that
SCM.

2C.11 SwapClear Service Functions
The following functions are performed within the SwapClear Service:
processing and settlement of coupon payments;
processing and settlement of consideration (fee) payments;
calculation of initial and variation margin requirements;

calculation of Price Alignment Interest;

adjustment of cash payments to conform with Opening Days and the SwapClear
Calendars;

allocation and designation of trades to a position-keeping account; and
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reporting of registered trades.

SwapClear Transactions submitted via an Approved Trade Source System (i.e.
new trades submitted for intra-day registration or existing trades submitted for
overnight registration — see sections 2C.3.2 and 2C.3.3.1) will, subject to
meeting all requirements prescribed by the Clearing House, be processed and
stored within the SwapClear Clearing System. Information regarding SwapClear
Contracts and margin reporting will be disseminated via the Clearing House’s
Clearing Member Reporting (see section 2C.1.3).

2C.1.2 Clearing House System Requirements

A SwapClear Participant must, in order to submit SwapClear Transactions to the
Clearing House, be a user of an Approved Trade Source System.

2C.1.3 SwapClear Clearing Member Reporting

There are two methods of notification to SCMs of SwapClear Contract
registrations:

Report 001
Via the Approved Trade Source System.

An end-user report generation and analytical capability is provided by the
Clearing House to SCMs. All SwapClear reports will be disseminated via the
Clearing House’s secure password access Clearing Member-only website.
These reports are the definitive record as to registration by the Clearing House.

The Clearing House is not liable for any corruption or alteration of messages or
loss of data which may take place within any Approved Trade Source System.

SCMs will be able to customize and produce reports either to print locally or to
download in machine-readable data-file format. Queries about the Clearing
Member-only web site should be directed to the Clearing House Service Desk on
+44 (0)20 7426 7200.

2C.2 OPERATING TIMES AND CALENDARS

2C.2.1 Opening Days

The Clearing House will publish a circular detailing the days on which SwapClear
will be open.

2C.2.2 Opening Hours
The SwapClear Clearing System will be operational during the following hours:
07:30 to 22:00 hours London time

2C.2.3 SwapClear Clearing System Calendars
The SwapClear Clearing System uses the SwapsMonitor Financial Calendar for

its processing. This will require all SwapClear Participants to be licensees of the
SwapsMonitor Financial Calendar. The calendars, as applicable to the
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SwapClear Clearing System, will be available online for inspection and for file
download from Clearing Member Reporting (see section 2C.1.3).

2C.3 REGISTRATION

2C.3.1 Submission for Registration

The Clearing House receives a new eligible swap trade using agreed format
messages via the Approved Trade Source System. Where SwapClear
Participants wishing to submit a SwapClear Transaction to the Clearing House
for registration via MarkitWire both SwapClear Participants must first request
that the trade be cleared using either the appropriate GUI or API functions. The
Approved Trade Source System will then send these trades to the Clearing
House when they have been bi-laterally agreed.

2C.3.2 SwapClear Approved Trade Source Systems

The only current Approved Trade Source System designated by the Clearing
House for SwapClear is MarkitWire.

SwapClear Transactions submitted through an Approved Trade Source System
must be in an acceptable message format, as prescribed by the Clearing House.

Notwithstanding the designation by the Clearing House of any system as an
Approved Trade Source System, the Clearing House makes no warranty (and
will accept no liability) as to the effectiveness, efficiency, performance or any
other aspect of the services provided by any Approved Trade Source System or
the timeliness or otherwise of the delivery of any SwapClear Transaction details
by that Approved Trade Source System to the Clearing House. Such matters
form part of the relationship between the SwapClear Participant and that
Approved Trade Source System. The ability of SwapClear Participants to submit
SwapClear Transactions through a given Approved Trade Source System may
be suspended from time to time.

SwapClear Participants should ensure that only trades which meet the criteria to
be SwapClear Transactions are submitted to the Clearing House from any
Approved Trade Source System. The Clearing House will process any
SwapClear Transaction reported to it by an Approved Trade Source System on
an “as is” basis, and subject to the General Regulations and these Procedures,
will register any such SwapClear Transaction on the basis of the data provided
to it by the Approved Trade source System. The Clearing House has no
obligation to verify that the details received properly reflect the trade entered into
by the relevant SwapClear Participants.

The Clearing House accepts no liability for any error within or corruption of any
data sent by an Approved Trade Source System to the Clearing House or to a
SwapClear Participant or any delay in or failure of the transmission of such data
to the Clearing House. In the event that the Clearing House registers any
SwapClear Contract/s on the basis of incorrect or corrupted data sent to it by an
Approved Trade Source System, the SCM/s concerned shall be bound by the
terms of such SwapClear Contract/s. The Clearing House may agree to use its
reasonable endeavours to assist the relevant SCMs in re-registering the trade on
the correct basis but it shall be under no obligation so to do and the Clearing
House shall not be liable to the SCMs or anyone else with regard to the
registration of such SwapClear Contract/s.
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SwapClear Participants shall ensure that all transaction details entered into an
Approved Trade Source System for reporting to the Clearing House are input by
appropriately authorised personnel. SwapClear Participants must ensure that
the security and access procedures of the relevant Approved Trade Source
System are complied with at all times. The Clearing House is not able to, and
will not, verify the authorisation of the source of any details of any transaction
reported to it for registration by any Approved Trade Source System. The
Clearing House shall have no liability in the event that any SwapClear Participant
suffers any loss through the unauthorised input of details into a system of an
Approved Trade Source System.

2C.3.3 Registration of New Trades

New trades are registered on an intra-day basis. The SwapClear Clearing
System will respond, after processing, with a message either confirming the
registration or giving a reason for rejection (see section 2C.3.6). The
registration notification or rejection message will be sent via the originating
Approved Trade Source System. The definitive report of the registered
SwapClear Contract will be shown on Reporting (see section 2C.1.3) on the
SCM’s reporting account in the SwapClear Clearing System.

The Clearing House may require a SCM in whose name an open contract is to
be registered to provide it with cover for initial and variation margin prior to
registration. In these circumstances variation margin can be covered intra-day
in non-cash collateral.

SwapClear Transactions that are submitted for registration near to the closing
time of the service are registered the following morning, subject to the normal
requirements for margin.

2C.34 Backloading of Existing Trades

The Clearing House provides the facility for SwapClear Participants to load
eligible existing swap trades, through an Approved Trade Source System. This
requires bilateral agreement between the relevant SwapClear Participants, of the
full particulars required by the Clearing House for each such swap trade, with
both parties re-confirming the trades via an Approved Trade Source System.

The Clearing House will, in the case of SwapClear Transactions that have a
Trade Date of greater than ten calendar days prior to the date of submission,
hold the SwapClear Transaction overnight for registration the following day. For
Backloaded trades the Clearing House will notify Clearing Members of their
submission and status via Clearing Member Reporting (see section 2C.1.3). Itis
a pre-condition of registration that sufficient cover for initial and variation margin
is provided.

2C.3.5 Notification

The Clearing House will notify SwapClear Participants of the registration or
rejection of SwapClear Transactions, or contracts purported as such, via the
SwapClear Clearing Member Reporting System (see section 2C.1.3) and the
originating Source System messaging service for onward transmission to the
submitting SwapClear participant.
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2C.3.6 Rejected Trades

Trades submitted for registration that do not meet the product or other eligibility
criteria prescribed from time to time by the Clearing House or which contain
invalid or incomplete message data will be rejected. If, at any time, the Clearing
House does not register a trade presented for registration it will notify the
contracting parties of the reasons for rejection.

2C.4 POSITION ACCOUNTS

2C.4.1 SCM Accounts

For identification purposes each SCM is assigned a unique three-character
mnemonic. An SCM'’s position and financial information are further identified by
a single character code: C for segregated client business; and H for house
business. The H account is obligatory, the C account is optional.

2C.4.2 Position-Keeping Accounts
2C.4.2.1 Clearing Member Accounts

These are identical to Clearing Member accounts as described in Regulation 5.
The account types are: H for house business; and C for segregated client
business. An SCM’'s SwapClear positions are also recorded within the
SwapClear Clearing System in SwapClear Accounts.

2C.4.2.2 SwapClear Accounts

The SwapClear Clearing System will provide position-keeping accounts for
SCMs. A SwapClear Account will be assigned a code identical to the Bank
Identifier Code (BIC) of the SCM. Each SwapClear Account must map to a
Member Account.

All registered SwapClear Contracts will be identifiable to SCMs via SwapClear
Reporting (see section 2C.1.3). Each SwapClear Contract will also be assigned
a unique trade identifier. The Clearing Member Reporting functionality also
allows SCMs to identify all SwapClear Contracts, registered in their name, and, if
submitted by an SD, the submitting SD.

2C.5 FINANCIAL ACCOUNTS

Clearing Member accounts have financial accounts associated with them.
These are, inter alia, used to record cash balances, and securities/ documentary
credits. Information contained within position-keeping accounts is consolidated
into financial accounts, as follows:

2C5.1 Relationship with Position-Keeping Accounts
Trading Account  Financial Account

H House H

C Client C
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2C.5.2 Other Financial Accounts

At the Clearing House’s discretion, further financial accounts, used only to
record financial balances, may be opened as follows:

Code

Buffer accounts (House), used for holding additional B
cash in relation to House business

Buffer account (Client), used for holding additional E
cash in relation to Client business

SwapClear Additional Collateral Account A
2C.5.3 Default Fund (DF) Account

Each SCM'’s Default Fund Contribution is held on a separate financial account.
The DF account code is “F”.

2C.5.4 SwapClear Additional Collateral Account

Upon request from an SCM the Clearing House will setup a new sub-account
called the Additional Collateral Account.

Such requests should be submitted to the Clearing House’s Treasury Operations
team (Ichoperations-treasury@lchclearnet.com; 020 7426 7505)

SCMs are able to lodge excess collateral on behalf of their clients (the amount is
at the SCM’s discretion), into the Additional Collateral Account.

In order to lodge collateral into the Additional Collateral Account, an SCM must
adhere to the following procedure:

(@) An SCM can lodge non-cash collateral or request that the Clearing
House call cash directly from the SCM into the Additional Collateral
Account. If an SCM intends to lodge non-cash collateral they must
submit an Additional Collateral Account Lodgement Form to the
Clearing House. (Appendix 2C.E);

(b) An SCM can transfer non-cash or cash collateral from its Client Account
to the Additional Collateral Account (see section 2C.9)

When an SCM lodges non-cash collateral at the Clearing House, the Clearing
House will issue the SCM with a collateral lodgement number that must be
provided to the Clearing House whenever that SCM wishes to transfer that non-
cash collateral.

The SCM is responsible for maintaining a record of the collateral held against
each SwapClear Clearing Client (see Additional Collateral Account Spreadsheet,
Appendix 2C.H).

The Additional Collateral Account Spreadsheet submitted by an SCM to the
Clearing House is the primary record of the contents of the Additional Collateral
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Account and an SCM must provide an updated version to the Clearing House
whenever transfers are made from/to the Additional Collateral Account.

In the event of an SCM default, the Additional Collateral Account Spreadsheet
provided by the defaulted SCM will be used to identify the SwapClear Clearing
Clients’ collateral lodged in the Additional Collateral Account.

2C.6 VARIATION MARGIN

All SwapClear Transactions will, on submission to the Clearing House, be
marked-to-market, in accordance with Regulation 15 (b), using the Clearing
House’s zero coupon yield curves. The Clearing House will use these curves to
calculate the Net Present Value of the SwapClear Transaction. This value must,
subject to Intra-day Registration (see section 2C.3.3), be paid by the SCM in
cash in the currency of the SwapClear Transaction. Where a SwapClear
Transaction is registered intra-day, and variation margin is covered with non-
cash collateral, the Clearing House will, the following business day, require
payment of the full cash amount.

All SwapClear Contracts will be marked-to-market daily, in accordance with
Regulation 15 (b), using the Clearing House’s zero coupon yield curves. The
daily change in the Net Present Value will be credited to or debited from SCM’s
financial accounts.

For the avoidance of doubt, this procedure shall not apply to contracts which are
credited to a SwapClear Clearing Member’'s Client account or to such other
contracts as the Clearing House may determine.
2C.6.1 Zero Coupon Yield Curve Construction
The Clearing House will determine, at its sole discretion, appropriate
instruments, points and market prices for the construction of zero coupon curves
and portfolio valuation. Details of the construction method and Instruments used
are available on request from the Clearing House Risk Management Department
on +44 (0)20 7426 7549, but may be subject to change without prior notification.
2C.6.2 Official Quotations
Zero Coupon Yield curves will use prices and rates taken at:

All times quoted are London time

AUD 12:00
CAD 20:00
CHF LIBOR & OIS 16:15
DKK 16:15
EURO

LIBOR 16:15
GBP

LIBOR 16:15
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HKD 12:00
JPY 12:00
NOK 16:15
NKD 12:00
PLN 16:15
SEK 16:15
uUsD

LIBOR & OIS 20:00
ZAR 16:15
EURO

(O] 18:15
GBP

(O] 17:15

Zero coupon yield curves used for daily marking to market will be published
on the Clearing House’s Member Reporting website after the end of each
SwapClear business day

2C.6.3 Net Present Value

The Clearing House will calculate the net present value (NPV) of each eligible
SwapClear Contract using the Clearing House’s zero coupon yield curves.

It is a condition of registration that sufficient cover, as determined by the
Clearing House, is held with the Clearing House to cover both the NPV and
Initial Margin of each SwapClear Transaction.

2C.6.4 Price Alignment Interest

The payment of variation margin, or change in NPV, on a daily basis without
adjustment would distort the pricing for swap contracts cleared through the
Clearing House. In order to minimise the impact of variation margin, the
Clearing House will for each SCM either charge interest on cumulative variation
margin received, or pay interest on cumulative variation margin paid (see section
3.5.2).

2C.7 COUPON PAYMENTS

2C.7.1 Calendars and Coupons

Payment dates for coupon payments will be set based on the SwapsMonitor
Financial Calendar (see section 2C.2.3). Changes to the calendar that affect
SwapClear Contracts will be published and made available to SCMs by the
Clearing House in a Clearing Member Report. The central control and
publication of these calendars will assist the reconciliation of coupon payments
between SCMs and the Clearing House. Coupon payments will be adjusted, in
the event of a holiday amendment, in accordance with the Contract Terms.
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2C.7.2 Calculation of Fixed Amount

The Clearing House will calculate the Fixed Amount payable by a party on a
Payment Date as either:

(a) if an amount is specified for the SwapClear Contract as the Fixed
Amount payable by that party for that Payment Date or for the related
Calculation Period, such amount; or

(b) if an amount is not specified for the SwapClear Contract as the Fixed
Amount payable by that party for that Payment Date or for the related
Calculation Period, an amount calculated on a formula basis for that
Payment date or for the related Calculation Period as follows:

Fixed Amount = Calculaton x Fixed x Fixed Rate Day
Amount Rate Count Fraction
2C.7.3 Calculation of Floating Amount

The Clearing House will calculate the Floating Amount payable by a party on a

Payment Date as an amount calculated on a formula basis for that Payment

Date or for the related Calculation Period as follows:

Floating = Calculation x Floating x Floating Rate Day
Amount

Amount Rate Count Fraction
(+/- Spread)

2C.7.4 OIS coupon calculation
Compounding Rate Calculations

The rate used for the OIS rate is calculated according to ISDA 2006 definitions.
The formula for these calculations is given below.

USD-Federal Funds-H.15-O1S-COMPOUND

%  FEDFUND:xni ) 360
[T 1+ ~1x
x 360

II-\.

I

Where:

“d0” for any Calculation Period is the number of New York Banking Days in the
relevant Calculation Period;

“I” is a series of whole numbers from 1 to dO, each representing the relevant
New York Banking Days in chronological order from, and including, the first
New York Banking Day in the relevant Calculation Period;

“FEDFUNDI”, for any day “i” in the relevant Calculation Period, is a reference
rate equal to the rate set forth in H.15(519) in respect of the day under the
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caption “EFFECT”, as such rate is displayed on the Reuters Screen
FEDFUNDS1 Page, in respect of any day “", the rate for that will be agreed
between the parties, acting in good faith and in a commercially reasonable
manner. If the parties cannot agree, the rate for that day will be the rate
displayed on the Reuters FEDFUNDS1 Page, in respect of the first preceding
New York Banking Day;

“ni” is the number of calendar days in the relevant Calculation Period on which
the rate is FEDFUND:I; and

“d” is the number of calendar days in the relevant Calculation Period.

CHF-TOIS-OIS-COMPOUND

360
>

rd

TOIS: x ni

1_‘[| b+ 360 J_l

Where:

“d0” for any Calculation Period is the number of Zurich Banking Days in the
relevant Calculation Period;

“I” is a series of whole numbers from 1 to dO, each representing the relevant
Zurich Banking Days in chronological order from, and including, the first Zurich
Banking Day in the relevant Calculation Period;

“TOISI”, for any day “” in the relevant Calculation Period, is a reference rate
equal to the rate for tomorrow next deposits in Swiss Francs which appears on
the Reuters Screen CHFTOIS= as of 11:00 a.m., Zurich time, on the day that is
one Zurich Banking Day preceding that day;

u u

is the number of calendar days in the relevant Calculation Period on which
the rate is TOISi; and

“d” is the number of calendar days in the relevant Calculation Period.

GBP-WMBA-SONIA-COMPOUND

[ SONTAixni\ | 365

H‘ 65 ,_] I d

jl\. r I

'L.tJ

Where:

“d0” for any Calculation Period is the number of London Banking Days in the
relevant Calculation Period,;

“I” is a series of whole numbers from 1 to dO, each representing the relevant
London Banking Days in chronological order from, and including, the first
London Banking Day in the relevant Calculation Period;
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“SONIAJ", for any day “" in the relevant Calculation Period, is a reference rate
equal to the overnight rate as calculated by the Wholesale Market Brokers’
Association and appearing on the Reuters Screen SONIA Page in respect of
that day;

“ni” is the number of calendar days in the relevant Calculation Period on which
the rate is SONIAI; and

“d” is the number of calendar days in the relevant Calculation Period.

EUR-EONIA-OIS-COMPOUND

rd

EONTA; x 1 ) 360
H\ 1+ o 1 ==

i=] Iy

Where:

“d0” for any Calculation Period is the number of TARGET Settlement Days in the
relevant Calculation Period,;

“” is a series of whole numbers from 1 to dO, each representing the relevant
TARGET Settlement Days in chronological order from, and including, the first
TARGET Settlement Days in the relevant Calculation Period,;

“EONIAI”, for any day “i” in the relevant Calculation Period, is a reference rate
equal to the overnight rate as calculated by the European Central Bank and
appearing on the Reuters Screen EONIA Page in respect of that day;

“ni” is the number of calendar days in the relevant Calculation Period on which
the rate is EONIAI; and

“d” is the number of calendar days in the relevant Calculation Period.
2C.7.5 Calculation of Compounded Amount

Depending on whether the SwapClear Contract is submitted under ISDA 2000 or
2006 Definitions the Clearing House will calculate the compounded floating
amount payable by a SwapClear Clearing Member on a Payment Date as an
amount calculated in accordance with Articles 6.1 to 6.3 inclusive of the relevant
Definitions.

2C.7.6 Business Day and Business Day Convention
In determining whether a day is a Business Day the Clearing House will only
apply the Financial Centres specified in the matched SwapClear Transaction
message. The Clearing House will in the event of non-business days apply the
Business Day Conventions as specified in the matched SwapClear Transaction
message.

2C.7.7 Payment of Coupons

After adjusting coupons, in accordance with the appropriate Business Day and
Business Day Conventions, the Clearing House will credit or debit Clearing
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Members’ Accounts with the appropriate Fixed or Floating Amount with a value
date matching the Coupon Payment Date. In the event of SwapClear being
closed on a Coupon Payment Date it will pay the Fixed and Floating Amounts on
the next business day following the Coupon Payment Date.

2C.7.8 Calculation Periods

In respect of any Calculation Period that is a not a whole calendar month (a stub
period), the Reset Rate for the Reset Date in respect of that Calculation Period
shall be determined by the Clearing House with reference to the rate(s) specified
in the matched format message.

2C.7.9 Day Count Fractions: ISDA 2000

Day count fractions will be applied to deal legs independently as they are
communicated via the matched format message.

Day count fractions will be applied to deal legs independently as they are
communicated via the matched format message.

Where the SwapClear Contract is submitted under the ISDA 2000 Definitions,
the Clearing House will calculate Day Count Fractions in accordance with the
following principles:

(@) if “Actual/365” or “Actual/Actual” is specified, the actual number of days
in the Calculation Period in respect of which payment is being made
divided by 365 (or, if any portion of that Calculation Period falls in a leap
year, the sum of (A) the actual number of days in that portion of the
Calculation Period falling in a leap year divided by 366 and (B) the
actual number of days in that portion of the Calculation Period falling in
a non-leap year divided by 365);

(b) if “Actual/365 (Fixed)” is specified, the actual number of days in the
Calculation Period in respect of which payment is being made divided
by 365;

(© if “Actual/360” is specified, the actual number of days in the Calculation

Period in respect of which payment is being made divided by 360;

(d) if “30/360”, “360/360”, “Bond Basis”, “30E/360” or “Eurobond Basis” is
specified the actual number of days in the Calculation Period in respect
of which payment is being made will be determined in accordance with
the following formula:

((Y2-Y1) *360) + (M -M;) *30) + (D, -D3)

where D;, M; and Y, are the day, month and year respectively on which
the period begins and D,, M, and Y, are the day, month and year
respectively on which the period ends (coupon payment date).

In accordance with this formula the following will be applied:

i) if “30/360”, “360/360” or “Bond Basis” is specified the Clearing House
will
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if Dy is 31 amend it to 30,
if D, is 31 amend it to 30 only if D, is 30 or 31; or
i) if “30E/360” or “Eurobond Basis” is specified the Clearing House will
if Dy is 31 then amend it to 30
if D, is 31 then amend it to 30.
2C.7.10 Day Count Fractions: ISDA 2006

Day count fractions will be applied to deal legs independently as they are
communicated via the matched format message.

Where the SwapClear contract is submitted under the ISDA 2006 Definitions,
the Clearing House will calculate Day Count Fractions in accordance with the
following principles:

(a) if “Actual/Actual”, Actual/Actual (ISDA)”, “Act/Act”, or “Act/Act-(ISDA)” is
specified, the actual number of days in the Calculation Period in respect
of which payment is being made divided by 365 (or, if any portion of that
Calculation Period falls in a leap year, the sum of (A) the actual number
of days in that portion of the Calculation Period falling in a leap year
divided by 366 and (B) the actual number of days in that portion of the
Calculation Period falling in a non-leap year divided by 365);

(b) if “Actual/365 (Fixed)” is specified, the actual number of days in the
Calculation Period in respect of which payment is being made divided by
365;

(© if “Actual/360” is specified, the actual number of days in the Calculation

Period in respect of which payment is being made divided by 360;

(d) “30/3607, “360/360” or “Bond Basis” is specified the number of days in
the Calculation Period or Compounding Period in respect of which
payment is being made divided by 360, calculated on a formula basis as

follows:

((360 x (Y2 =Y1)) + (30 x (M2 —M1)) + (D2 —D1))
Day Count Fraction = 360
where:

“Y1”7 is the year, expressed as a number, in which the first day of the
Calculation or Compounding Period falls;

“Y2” is the year, expressed as a number, in which the day immediately
following the last day included in the Calculation or Compounding Period
falls;

“M1” is the calendar month, expressed as a number, in which the first
day of the Calculation Period or Compounding Period falls;
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(e)

(f)

“‘M2” is the calendar month, expressed as a number, in which the day
immediately following the last day included in the Calculation or
Compounding Period falls;

“D1” is the first calendar day, expressed as a number, of the Calculation
period or Compounding Period, unless such number would be 31, in
which case D1 will be 30 and

“‘D2” is the Calendar day, expressed as a number, immediately following
the last day included in the Calculation Period or Compounding Period,
unless such number would be 31 and D1 is greater than 29, in which
case D2 will be 30; and

if “30/E60” or “Eurobond basis is specified, the number of days in the
Calculation or Compounding Period in respect of which payment is
being made divided by 360, calculate on a formula basis as follows:

((360 x (Y2 =Y1)) + (30 x (M2 —-M1)) + (D2 —D1))
Day Count Fraction = 360

where: “Y1” is the year, expressed as a number, in which the first day of
the Calculation or Compounding Period falls;

“Y2” is the year, expressed as a number, in which the day immediately
following the last day included in the Calculation or Compounding Period
falls;

“M1” is the calendar month, expressed as a number, in which the first
day of the Calculation Period or Compounding Period falls;

“M2” is the calendar month, expressed as a number, in which the day
immediately following the last day included in the Calculation or
Compounding Period falls;

“D1” is the first calendar day, expressed as a number, of the Calculation
period or Compounding Period, unless such number would be 31, in
which case D1 will be 30 and

“D2” is the calendar day, expressed as a number, immediately following
the last day included in the Calculation or Compounding Period, unless
such number would be 31, in which case D2 will be 30.

if 30E/360(ISDA) is specified, the number of days in the Calculation or
Compounding period in respect of which payment is being made divided
by 360, calculated on a formula basis as follows:

((360 x (Y2 =Y1)) + (30 x (M2 -M1)) + (D2 —D1))
Day Count Fraction = 360

where: “Y1” is the year, expressed as a number, in which the first day of
the Calculation or Compounding Period falls;
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“Y2” is the year, expressed as a number, in which the day immediately
following the last day included in the Calculation or Compounding Period
falls;

“M1” is the calendar month, expressed as a number, in which the first
day of the Calculation Period or Compounding Period falls;

“M2” is the calendar month, expressed as a number, in which the day
immediately following the last day included in the Calculation or
Compounding Period falls;

“D1” is the first calendar day, expressed as a number, of the Calculation
period or Compounding Period, unless (i) that day is the last day of
February or (ii) such number would be 31, in which case D1 will be 30;
and

“D2” is the calendar day, expressed as a number, immediately following
the last day included in the Calculation or Compounding Period, unless
(i) that day is the last day of February but NOT the termination date or
(ii) such number would be 31, in which case D2 will be 30.

2C.7.11 Reset Rates

Reset Rate will be validated by the Clearing House and published, via the Rate
Reset reports. Reset Rate will normally be published by the Clearing House by
15:00 hours London time.

The Clearing House will apply the following principles in calculating Reset Rates:

(@) “GBP-LIBOR-BBA” means that the rate for a Reset Date will be the rate
for deposits in Sterling for a period of the Designated Maturity which
appears on the Reuters Screen LIBOR01 Page as of 11:00 hours,
London time, on that Reset Date.

(b) “USD--LIBOR-BBA” the rate for US Dollar deposits for a period of the
Designated Maturity which appears on Reuters Screen LIBORO1 as of
11:00 hours London time, on the day that is two London Banking Days
preceding that Reset Date.

(©) “Euro-LIBOR-BBA” the rate for Euro deposits for a period of the
Designated Maturity which appears on the Reuters Screen LIBORO1 as
of 11:00 hours London time, on the day that is two TARGET Settlement
Days preceding that Reset Date.

(d) “‘Euro-EURIBOR-Telerate (ISDA2000) / “Euro-EURIBOR-Reuters” the
rate for Euro deposits for a period of the Designated Maturity which
appears on the Reuters Screen EURIBORO1 as of 11:00 hours Brussels
time, on the day that is two TARGET Settlement Days preceding that
Reset Date.

(e) “JPY-LIBOR-BBA” the rate for Japanese Yen deposits or a period of the
Designated Maturity which appears on the Reuters Screen LIBORO1 as
of 11:00 hours London time, on the day that is two London Banking
Days preceding that Reset Date.
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() “‘CHF-LIBOR-BBA” means that the rate for a Rest Date will be the rate
for deposits in Swiss Francs for a period of the Designated Maturity
which appears on the Reuters Screen LIBOR02 as of 11:00 hours,
London time, on the day that is two London Banking Days preceding
that Reset Date.

(9) “AUD-BBR-BBSW” means that the rate for a Reset Date will be the
average mid rate, for Australian Dollar bills of exchange having a tenor
of the Designated Maturity, which appears on the Reuters screen
BBSW Page at approximately 10:10 hours, Sydney time, on that Reset
Date.

(h) “AUD-LIBOR-BBA” means that the rate for a Reset Date will be the rate
for deposits in Australian Dollars for a period of the Designated Maturity
which appears on the Reuters Screen LIBOR02 as of 11:00 hours,
London time, on the day that is two London Banking Days preceding
that Reset Date.

(1) “CAD-BA-CDOR” means that the rate for a Reset Date will be the
average rate for Canadian Dollar bankers acceptances for a period of
the Designated Maturity which appears on the Reuters Screen CDOR
page as of 10:00 hours, Toronto time, on that Reset Date.

0] “"CAD-LIBOR-BBA” means that the rate for a Reset Date will be the rate
for deposits in Canadian Dollars for a period of the Designated Maturity
which appears on the Reuters Screen LIBORO1 as of 11:00 hours,
London time, on the day that is two London Banking Days preceding
that Reset Date.

(k) “DKK-CIBOR-DKNA13” means that the rate for a Reset Date will be the
rate for deposits in Danish Kroner for a period of the Designated
Maturity which appears on the Reuters Screen DKNA13 Page as of
11:00 hours, Copenhagen time, on that Reset Date.

)] “DKK-CIBOR2-DKNA13” means that the rate for a Reset Date will be
the rate for deposits in Danish Kroner for a period of the Designhated
Maturity which appears on the Reuters Screen DKNA13 Page as of
11:00 hours, Copenhagen time, on the day that is two Copenhagen
Banking Days preceding that Reset Date.

(m) "HKD-HIBOR-HIBOR=" means that the rate for a Reset Date will be the
rate for deposits in Hong Kong Dollars for a period of the Designated
Maturity which appears on the Reuters Screen HIBOR1=R Page (for
Designated Maturities of one month to six months, inclusive) or the
Reuters Screen HIBOR2=R Page (for Designated Maturities of seven
months to one year, inclusive), in each case across from the caption
“FIXING@11:00” as of 11:00 hours, Hong Kong time, on that Reset
Date.

(n) "HKD-HIBOR-HKAB” means that the rate for a Reset Date will be the
rate for deposits in Hong Kong Dollars for a period of the Designated
Maturity which appears on the Reuters Screen HKABHIBOR as of 11:00
hours, Hong Kong time, on that Reset Date.
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(0) "HKD-HIBOR-ISDC” (ISDA2000) means that the rate for a Reset Date
will be the rate for deposits in Hong Kong Dollars for a period of the
Designated Maturity which appears on the Reuters Screen ISDC Page
as of 11:00 hours, Hong Kong time, on that Reset Date.

(p) “NOK-NIBOR-NIBR” means that the rate for a Reset Date will be the
rate for deposits in Norwegian Kroner for a period of the Designated
Maturity which appears on the Reuters Screen NIBR Page as of 12:00
noon, Oslotime, on the day that is two Oslo Banking Days preceding
that Reset Date.

(9) “NZD-BBR-Telerate” (ISDA2000) means that the rate for a Reset Date
will be the fixed midrate for New Zealand Dollar bills of exchange for a
period of the Designated Maturity which appears on the Telerate Page
2484 as of 11:00 hours, Wellington time, on that Reset Date.

(n “‘NZD-BBR-FRA” means that the rate for a Reset Date will be the rate
for the New Zealand Dollar bills of exchange for a period of designated
maturity which appears on the Reuters Screen BKBM Page opposite the
caption of “FRA” as of 11:00 hours, Wellington time, on that Reset Date.

(s) "SEK-STIBOR-SIDE” means that the rate for a Reset Date will be the
rate for deposits in Swedish Kronor for a period of the Designated
Maturity which appears on the Reuters Screen SIDE page under the
caption "FIXINGS” as of 11:00 hours, Stockholm time, on the day that
is two Stockholm Banking days preceding that Reset Date.

(t) "PLN-WIBOR-WIBO” means that the rate for a Reset Date will be the
rate for deposits in Polish Zloty for a period of the Designated Maturity
which appears on the Reuters Screen WIBO page under the caption
“FIXINGS” as of 11:00 hours, Warsaw time, on the day that is two
Warsaw Banking days preceding that Reset Date.

(u) “ZAR-JIBAR-SAFEX” means that the rate for a Reset Date will be the
mid-market rate for deposits in South African Rand for a period of the
Designated Maturity which appears on the Reuters screen SAFEY page
under the caption “YIELD” as of 11:00 hours, Johannesburg time, on
that reset date. If such rate does not appear on the Reuters screen
SAFEY page, the rate for that Reset Date will be determined as if the
parties had specified “ZAR-JIBAR-Reference Banks” as the applicable
Floating Rate Option.

(V) “‘CHF-TOIS-0O1S-COMPOUND” means that the rate for a Reset Date,
calculated in accordance with the formula set forth in section 2C.7.4, will
be the rate of return of a daily compound interest investment (it being
understood that the reference rate for the calculation of interest is the
arithmetic mean of the daily rates of the day-to-day Swiss interbank
money market).

(w) “‘GBP-WMBA-SONIA-COMPOUND” means that the rate for a Reset
Date, calculated in accordance with the formula set forth in section 2C
7.4, will be the rate of return of a daily compound interest investment (it
being understood that the reference rate for the calculation of interest is
the Sterling daily overnight reference rate).
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) “USD-Federal Funds-H.15-0O1S-Compound” means that the rate for a
Reset Date, calculated in accordance with the formula set forth in
section 2C 7.4, will be the rate of return of a daily compound interest
investment (it being understood that the reference rate for the
calculation of interest is the daily effective federal funds rate determined
by the Federal Reserve as the weighted average of the rates on
brokered trades).

(y) “‘EUR-EONIA-OIS-COMPOUND” means that the rate for a Reset Date,
calculated in accordance with the formula set forth in section 2C 7.4, will
be the rate of return of a daily compound interest investment (it being
understood that the reference rate for the calculation of interest is the
arithmetic mean of the daily rates of the day-to-day Euro-zone interbank
euro money market).

In the event of no rate being available the Clearing House will, at its sole
discretion, determine an applicable rate.

2C.7.11.1 Applying Reset Rate

The Clearing House will identify the reset dates of floating legs that require the
application of a Reset Rate. The Reset Rate will be applied to the appropriate
floating legs and the coupon payments calculated.

The coupon payments will be adjusted to fall on actual business days according
to the Calendar(s) and Business Day Convention specified.

2C.7.11.2 Negative Interest Rate Method

SCMs should note the provisions of section 3.3 of Part A of the Schedule to the
SwapClear Regulations regarding the applicability of the Negative Interest Rate
Method to a SwapClear Contract. SwapClear Participants may, in the
circumstances, wish to ensure that any trade submitted for registration follows
that Negative interest Rate Method.

2C.8 INITIAL MARGIN

The Clearing House will require SCMs to post initial margin. This amount will be
determined by the prevailing market conditions and the expected time to close
out the portfolio. The Portfolio Approach to Interest Rate Scenarios (PAIRS) will
be used to calculate initial margin requirements for SwapClear Contracts.

Separate initial margin calculations are performed for an SCM’s house “H” and
client “C” accounts.

2C.8.1 Margin Parameters

The Clearing House Risk Management Department uses appropriate yield curve
scenarios, both in terms of shape and magnitude of movement, to capture
potential losses based on an observed history - the primary component of the
initial margin calculation. These scenarios will be continually monitored and
reviewed periodically or on an ad hoc basis according to market conditions.
However, in accordance with the Regulations, the Clearing House retains the
right at its discretion to vary the rates for the whole market or for a specific
SCM’s House and/or Client accounts.
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Clearing Members will usually be notified by the Clearing House of alterations to
margin parameters no later than the day before calls are made based on the
new yield curve scenarios.

2C.8.2 Counterparty Risk Multiplier

The Clearing House will, in the event of an SCM being downgraded to “BBB”
(see section 1.3), apply a multiplier to that SCM’s initial margin requirement as
calculated by PAIRS. The initial margin multiplier for SCMs rated “A -”, will be
1.1. For a rating of “BBB +” it will be 2.0 and for a rating of “BBB” it will be 2.5.
In the event that that SCM is downgraded below BBB, the margin multiplier of
2.5 will continue to be applied, and the SCM will be required to leave the service
through the SwapClear Resignation Process. (In the unlikely event that this
Process is invoked, details of the process will be provided by Risk
Management).

Where a risk multiplier is applied to an SCM that has SwapClearing Clearing
Clients, that multiplier will be applied only to SwapClear Clearing Clients that
have no Backup SwapClear Clearing Member.

The Clearing House reserves the right to require additional amounts of cover
from a specific SCM or from all SCMs in accordance with Regulation 12.

2C.8.3 Liquidity Multiplier

Risk Management apply a liquidity multiplier based on WCL exceeding certain
thresholds on the SCM’s whole portfolio and individual currencies. The threshold
amounts and multipliers are reviewed on an ongoing basis. SwapClear Clearing
Client accounts are treated as independent accounts for purposes of liquidity
and will be called only in the event that the individual account exceeds the
relevant threshold.

2C.8.4 Intra-day Margin Calls

In accordance with the Clearing House’s General Regulations, the Clearing
House is entitled to make additional margin calls for payment the same day
(intra-day margin calls) where it is considered necessary. Intra-day margin calls
can be called at any time throughout the business day (08:30 to 21:00 hours
London time). Intra-day margin calls will usually be made via the Protected
Payments System (PPS) (see Section 2C.9).

In certain circumstances the Clearing House may wish to make a call for
additional funds after the closure of London PPS facilities at 16:00 hours London
time. In this event the Clearing House will require payment of additional funds
through PPS facilities in the USA (see section 3.2.2). Members must ensure,
in these circumstances, that they are in a position to fund such calls
through their nominated US PPS account within one hour of the call.

2C.8.5 Calculation of Initial Margin
2C.8.5.1 Portfolio Approach to Interest Rate Scenarios (PAIRS)
The PAIRS calculation is a VAR based approach based on filtered historical

simulations. All positions in each currency are re-valued under a series of cross
portfolio yield curve scenarios to estimate the highest forecast loss and therefore
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the initial margin requirement. Further details of this method are available upon
request and are detailed in the PAIRS TIP document. The PAIRS document and
further information relating to Initial Margin calculations can be obtained from
the Rates team on +44 (020) 7426 6325 or +44 (020) 7426 7428

2C.9 INTRA-DAY MARGIN CALL: COLLATERAL MANAGEMENT

2C.9.1 General — Intra-day Margining

Following an intra-day margin call and unless notified otherwise by an SCM at
the time of an intra-day margin call the Clearing House will deduct cash, in the
appropriate currency, directly from the relevant SCM’s PPS account to cover that
intra-day margin call.

Standard Clearing House rules for acceptable cash used for intra-day cover will
apply.

It is the responsibility of the SCM to ensure that they have sufficient cash funds
in place with their PPS Bank(s) in order to avoid any intra-day liquidity issues.

If the Clearing House is unable to contact the SCM in order to arrange an
alternative payment method for the intra-day margin call the Clearing House will
automatically issue a PPS call to debit the SCM’s PPS account in the
appropriate currency.

Please note: An SCM must notify the Clearing House of its preferred method of
collateralisation at the time of the Clearing House’s margin call. Once an SCM
has chosen an intra-day collateralisation method and has notified the Clearing
House of its chosen method, such choice is definitive and the Clearing House
will not reverse any decision.

2C.9.2 Alternative Intra-Day Cash Collateralisation Methods

An SCM may choose to cover its intra-day, margin calls by transferring cash
from its House account or Additional Collateral Account to its Client Account.

2C.9.2.1 Method 1: Transferring Cash Collateral from the House Account

An SCM may choose to transfer excess cash collateral from its House account
to cover an intra-day margin call for its Client account.

In the event that an SCM notifies the Clearing House that it wishes to meet its
intra-day margin call, or part of its intra-day margin call, by transferring excess
cash collateral from its House account it must follow the procedure below.

A transfer of excess cash collateral from its House account to its Client account
must be completed within 1 hour of the SCM’s request to the Clearing House
that it intends to transfer House cash excess to its Client account by completing
the Intra-Day House Cash Excess Transfer Form (Appendix 2C.D)

In the event that an SCM does not fulfil the requirement to provide the Clearing
House with an executed Intra-Day House Cash Excess Transfer Form within 1
hour of notifying the Clearing House of its intention to transfer excess cash
collateral, the Clearing House may at its discretion issue a PPS call to cover the
requirements in cash, in the appropriate currency, or impose penalty charges.
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2C.9.2.2 Method 2: Transferring Cash Collateral Excess Deposited in the Additional
Collateral Account

An SCM may choose to utilise any cash collateral held in its Additional Collateral
account in respect of a SwapClear Clearing Client to cover an intra-day margin
call for its Client account. An SCM may only transfer collateral from its Additional
Collateral account for the purposes of meeting an intra-day margin call on its
Client account.

In the event that an SCM notifies the Clearing House that it wishes to meet its
intra-day margin call, or part of its intra-day margin call, by transferring cash
collateral from its Additional Collateral account it must follow the procedure
below.

A transfer of cash collateral from the Additional Collateral account to the Client
account must be completed within 1 hour of the SCM'’s request to the Clearing
House that it intends to transfer Additional Collateral cash excess to its Client
account by completing the Additional Collateral Cash Excess Transfer Form
(Appendix 2C.G)

In the event that an SCM does not meet its requirement to provide the Clearing
House with an executed Additional Collateral Cash Excess Transfer From within
1 hour of notifying the Clearing House of its intention to transfer cash collateral,
the Clearing House may as its discretion issue a PPS call to cover the
requirement in cash, in the appropriate currency, or impose penalty charges.

An SCM may also transfer cash collateral from its Client account to its Additional
Collateral account by completing an Additional Collateral Account Cash Transfer
Form (Appendix 2C.G).

An SCM must submit an Additional Collateral Account Spreadsheet to the
Clearing House whenever transfers are made from/to the Additional Collateral
account.

2C.9.3 Alternative Intra-Day Non-Cash Collateralisation Methods

An SCM may choose not to cover its intra-day margin calls with cash collateral.
In such a case, an SCM may choose from one or more of the following three

methods:
1. Deposit intra-day non-cash collateral into the Client account;
2. Transfer House non-cash excess from the House account to the

Client account;

3. Transfer Client non-cash excess deposited in the Additional
Collateral account to the Client account

2C.9.3.1 Method 1 - Deposit Intraday Non-Cash Collateral

An SCM may choose to lodge non-cash collateral to cover any intra-day margin
call for their Client account.
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In the event that an SCM notifies the Clearing House that it wishes to meet its
intra-day margin call, or part of its intra-day margin call, by depositing non-cash
collateral it must follow the procedure below:

Within 30 minutes of the SCM’s notification of its intention to deposit non-cash
collateral it must:

(a) complete the Intra-Day Collateral Lodgement Form and provide a
copy to the Clearing House (Appendix 2C.B);

(b) input instructions for matching with the relevant Custodian account.

Any lodgement of non-cash collateral must be settled in the Clearing House’s
account at the relevant Custodian within 1 hour of the SCM’s notification to the
Clearing House of its intention to lodge non-cash collateral.

The Clearing House will charge accommodation fees as notified to SCMs for any
non-cash collateral lodged as intra-day cover (see section 3 of the Clearing
House Procedures). This charge will be invoiced to SCMs separately from the
standard monthly interest and accommodation charge statement.

In the event that non-cash collateral is not settled in the Clearing House’s
account within 1 hour of the SCM notifying the Clearing House of its intention to
lodge non-cash collateral, the Clearing House may at its discretion issue a PPS
call to cover the intra-day requirement in cash, in the appropriate currency, or
impose penalty charges.

When an SCM lodges non-cash collateral, the Clearing House will issue the
SCM with a collateral lodgement reference number.

2C.9.3.2 Method 2 — Transfer Non-Cash House Excess

An SCM may choose to utilise any excess non-cash collateral held in its House
account to cover an intra-day margin call on its Client account.

In the event that an SCM notifies the Clearing House that it wishes to meet its
intra-day margin call, or part of its intra-day margin call, by transferring excess
non-cash collateral from its House account it must follow the procedure below:

A transfer of excess non-cash collateral from the House account to the Client
account must be completed within 1 hour of the SCM'’s request to the Clearing
House that it intends to transfer House excess to its Client account by
completing the House Excess Transfer Form (Appendix 2C.C).

The House Excess Transfer Form submitted by the SCM to the Clearing House
must contain the collateral lodgement reference number as provided by the
Clearing House to the SCM at the time the non-cash collateral was lodged.

In the event that an SCM transfers non-cash collateral to its Client account, the
Clearing House will apply accommodation charges for any non-cash collateral
lodged as intra-day cover. This charge will be invoiced to members separately
from the standard monthly interest and accommodation charge statement.

In the event that an SCM does not fulfil its requirement to provide the Clearing
House with an executed House Excess Transfer Form within 1 hour of notifying
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the Clearing House of its intention to transfer non-cash collateral, the Clearing
House may at its discretion issue a PPS call to cover the requirement in cash. in
the appropriate currency. or impose penalty charges.

Transfers from the Client Account to the House account are not permitted
under any circumstances.

2C.9.4 Method 3 — Transfer Non-Cash Collateral deposited in the Additional
Collateral Account

An SCM may choose to transfer non-cash collateral held in its Additional
Collateral account in respect of a SwapClear Clearing Client to cover any intra-
day margin call on its Client account.

In the event that an SCM notifies the Clearing House that it wishes to meet its
intra-day margin call, or part of its intra-day margin call, by transferring non-cash
margin held in its Additional Collateral account it must follow the procedure
below:

Within 30 minutes of the SCM'’s natification of its intention to transfer non-cash
collateral from the Additional Collateral Account:

(a) submit an Additional Collateral Account Non-Cash Transfer Form
(Appendix 2C.F);

(b) provide the Clearing House with a revised Additional Collateral Account
Spreadsheet (Appendix 2C.H) that takes into account the transfer from
the Additional Collateral account to the Client account.

The Clearing House will apply accommodation charges for any Non-cash
collateral lodged as intra-day cover (see section 3 of the Clearing House
Procedures). This charge will be invoiced to members separately from the
monthly interest and accommodation charge statement.

If an SCM does not fulfil its requirement to provide the Clearing House with an
executed Additional Collateral Account Non-Cash Transfer Form within 1 hour of
the SCM’s notification to the Clearing House that it wishes to transfer non-cash
collateral from the Additional Collateral account, the Clearing House may at its
discretion issue a PPS call to cover the margin requirement in cash, in the
appropriate currency, or impose penalty charges.

An SCM may also transfer non-cash collateral from its Client account to its
Additional Collateral account by completing an Additional Collateral Account
Transfer Form.

All Additional Collateral Account Non-Cash Transfer Forms submitted by the
SCM to the Clearing House must contain the collateral lodgement reference
number as provided by the Clearing House to the SCM at the time the non-cash
collateral was initially lodged.

An SCM must submit an Additional Collateral Account Spreadsheet to the

Clearing House whenever transfers are made from/to the Additional Collateral
account.
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2C.10 DECLEARING

Trades are usually decleared from SwapClear upon receipt by the Clearing
House of appropriate instructions from MarkitWire; such instructions will have
been originated in MarkitWire by both the SCM and its SwapClear Clearing
Client consenting to the trade or portfolio of trades being decleared. If at any
time an Early Termination Date in respect of all Transactions under the Clearing
ISDA Master Agreement occurs in respect of which the SwapClear Clearing
Client is the Defaulting Party or sole Affected Party, the Clearing House will
declear all of the Associated LCH Transactions relating to the client upon receipt
of instructions from the SCM and the following:

(a) a copy of the notice designating the Early Termination Date or, if the
Early Termination Date occurs automatically, evidence of the relevant
Event of Default or Termination Event;

(b) a copy of a notice served by the SCM on the SwapClear Clearing Client
alerting that SwapClear Clearing Client of its intention to declear the
relevant trade;

(© an indemnity from the SCM in a form suitable to the Clearing House.

The Clearing House will usually declear the relevant trade within 24 hours of
receipt of the above, unless a SwapClear Clearing Client contests the declearing
of the trades.

In the event that all of the Associated LCH Transactions relating to a SwapClear
Clearing Client are decleared in accordance with this section 2C.10, the relevant
SCM that has decleared the trades or trades shall be entitled to any collateral
lodged in the Additional Collateral Account with the Clearing House and held in
respect of the relevant SwapClear Clearing Client.

2C.11 POSITION TRANSFERS

The SwapClear Clearing System provides functionality for transfer of positions
between SCMs. An SCM who wishes to effect a position transfer to another
SCM should contact the Clearing House Risk Management Department.

SwapClear Dealers who wish to change their SCM will be required to execute a
new SwapClear Dealer Clearing Agreement with their intended new SCM. The
Clearing House will, if all parties are in agreement, effect a transfer of positions
from one SCM to the other.

Transfers will only be effected once adequate cover has been provided by both
parties to the transfer with the exception of a transfer to a Backup SwapClear
Clearing Member following a default of their existing SwapClear Clearing
Member.

2C.11.1  Legal Documentation
The Clearing House will provide standard legal documentation for the transfer of

positions. The transfer must be authorised by both parties and by individuals
with appropriate signing authority.
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2C.11.2 Position Transfer Notice Period

The Clearing House will usually require five business days notice ahead of an
intended transfer.

2C.12 TERMINATION BY AUTOMATED SERVICE

Termination of SwapClear Contracts by means of the SwapClear Intra-Day
Deletion Service (“the Service”) shall at all times be undertaken in accordance
with the Regulations, the applicable SwapClear Dealer Clearing Agreement and
all guidance and/or instructions issued from time to time by the Clearing House.

A SwapClear Clearing Member and SwapClear Dealer who are parties to a
SwapClear Dealer Clearing Agreement are free to agree additional provisions
concerning the termination of SwapClear Contracts provided that such additional
provisions do not bind the Clearing House and are a matter solely between the
SwapClear Clearing Member and SwapClear Dealer in question.

Requests to terminate may be submitted to the Service via the Clearing House’s
GUI or via an Approved Trade Source System.

2C.13 AMENDMENT OF TRADE REFERENCES

Sometimes SwapClear Participants wish to change their own trade references
numbers/codes by which they identify trades registered in the SwapClear
Service. Subject to that SwapClear Participant meeting all the Clearing House’s
requirements and these Procedures, the Clearing House will, as part of its
service to SwapClear Participants, amend its records in order to reflect this
change. Such change has no effect whatsoever on the terms of any registered
SwapClear Contract or any other obligations of the SCMs party to those
contracts.

Multi-trade amendments are not offered by the Clearing House for SwapClear
Clearing Client Business. However, individual amendments can be made via the
de-clear/re-clear facility via MarkitWire.

2C.13.1 Trade Reference Amendment Request Form

The Clearing House requires a completed Trade Amendment Request Form (in
the form prescribed by the Clearing House) to be submitted by any SwapClear
Participant wishing to amend a trade reference. The form must be signed by
two persons from within the SwapClear Participant with appropriate signing
authority and must set out the required full details of each registered trade in
respect of which the SwapClear Participant wishes to change its trade reference.
Evidence of such signing authority may be required by the Clearing House. All
parts of the form must be properly and fully completed, including the requested
date for trade reference amendment, and, in respect of each trade identified
therein, details of the current trade reference and the new trade reference and
the Clearing House trade reference number.

The requested date for trade reference amendment must be no earlier than two
business days (“the Trade Reference Amendment Notice Period”) after the date
upon which the form is received by the Clearing House. While the Clearing
House will do what it reasonably can to meet the requested date for the
amendment it cannot promise to do so. The date for the amendment in the
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Clearing House’s records and SwapClear Clearing System is a matter entirely
within the discretion of the Clearing House and SCMs will be advised in due
course of the date set by the Clearing House.

2C.13.2 Multi-trade Amendments

If a SwapClear Participant requests amendment to several trades it must (in
addition to the hard copy Trade Reference Amendment Request Form) provide
to the Clearing House an electronic text file containing all the relevant details
required by the Trade Reference Amendment Request Form. Detail of the
required formats of the file can be obtained from SwapClear Operations (Tel:
+44 (0) 20 7426 7697). If the file is not submitted in the correct format and
containing all the required details, the request for deletion will be rejected by the
Clearing House and the SwapClear Participant advised accordingly.

2C.13.3  Processing

The Clearing House will usually agree to process any request for amendment of
trade reference properly submitted; however the Clearing House will reject any
such request if:

- it is not made in accordance with these Procedures

- any trade reference notified to the Clearing House in the Trade
Reference Amendment Request Form does not match the SwapClear
Participant trade reference which the Clearing House has recorded

- any the Clearing House trade reference number notified in the Trade

- Reference Amendment Request Form does not refer to a trade
registered in the SwapClear Clearing System

- any trade referred to in the Trade Reference Amendment Request Form
is not already registered in the SwapClear Clearing system or is not
recorded by the Clearing House against the BIC code of the SwapClear
Participant requesting the amendment

- it would not be practical in all the circumstances or would put the
Clearing House to unacceptable cost if the Clearing House were to
make the requested amendments or the Clearing House forms the view
that to do so would adversely affect its risk.

Following notification of agreement to make the requested amendments, the
Clearing House will use its reasonable endeavours to process the amendments
on the anticipated date of amendments; if, for whatever reason the Clearing
House is unable to do so, it will notify the SwapClear Participant and process the
amendment as soon as reasonably practicable thereafter.

After close of business of the day of processing, the Clearing House will produce
a report setting out details of the time and date that it has amended its records in
accordance with the request, details of the old and new SwapClear Participant
trade references and the status of the amendment in respect of each trade set
out in the Trade Reference Amendment Request — namely “amended” or
“rejected”. All records of the Clearing House and data held in the SwapClear
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Clearing System will then be updated overnight following the close of business
on that day.

2C.13.4 Legal Documentation

The Clearing House will provide the requesting SwapClear Participant with legal
documentation in Clearing House standard form for that SwapClear Participant
to sign. No trade reference will be amended unless such documentation is
completed and signed. The documentation must be signed by a person within
the SCM with appropriate signing authority. Evidence of such authority may be
required by the Clearing House. No amendment to such documentation will be
accepted by the Clearing House.

2C.13.5 Notification

Subject to the requesting SwapClear Participant meeting all the Clearing
House’s requirements (including completion and submission of all
documentation and such other additional requirements as the Clearing House
may be set by the Clearing House in its discretion), the Clearing House will notify
the SwapClear Participant of its agreement to the amendment of its records of
the SwapClear Participant’s trade reference in respect of the trades identified in
the Trade Reference Amendment Request Form, and advise of the anticipated
date of amendment (“the anticipated date of amendment”).

2C.14 EARLY TERMINATION EVENTS

SwapClear Participants using MarkitWire may, if they so wish, use the Early
Termination Provision FpML block to include details of any terms relating to
optional early termination agreed between the parties to that swap trade.

The Clearing House has agreed, in order to assist SwapClear Participants, that
SwapClear Participants may use these fields for their own administrative
convenience as a record of a term of the underlying swap trade between them,
but any data populating these fields will not under any circumstances constitute
any part of or any term of the SwapClear Contracts which arise between the
Clearing House and the SCMs in whose name such trades are registered.
SCMs have no right to elect early termination of any SwapClear Contract. The
full terms of any such SwapClear Contract are as set out in Part A of the
Schedule to the SwapClear Regulations.

The Clearing House does not store or record any data populating these fields or
blocks or any other fields or blocks in the trade confirmation message which are
ignored by the SwapClear System (see information documents provided by
SwapClear entitled

“The FpML Validation Rules for SwapClear”

2C.15 TERMINATION OF SWAPCLEAR CLEARING MEMBER AND SWAPCLEAR
DEALER STATUS

2C.15.1  Termination of SwapClear Clearing Member status

Clearing Members should contact the Clearing House Membership Department
(+44 (0)207 426 7891/7627/7063; membership@Ichclearnet.com) for details of
how to resign from the SwapClear service.
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2C.15.2 Termination of SwapClear Dealer status

The SwapClear Dealer Agreement sets out how that relationship may be
terminated.

In particular, a SwapClear Dealer may terminate the agreement by giving no less
than twenty one (21) days' written notice in the same terms to the SCM and to
the Clearing House. Before the expiry of such twenty one (21) days (the
“Termination Date”), the Clearing House will notify all SwapClear Clearing
Members and SwapClear Dealers that the relevant SD is no longer able, from
such Termination Date to submit SwapClear Transactions for registration. It
may only resume registration of SwapClear Transactions if it enters into another
SwapClear Dealer Clearing Agreement and resumes its place in the Register of
SwapClear Dealers. The Clearing House may give such notification by letter,
email, fax, internet or telephone.

An SCM may terminate the agreement, inter alia, at any time by giving written
notice to the SD and to the Clearing House in accordance with the provisions of
the agreement. Following receipt of that notice, the Clearing House will confirm
receipt to the SCM and SD and such termination will become effective 3 hours
after the Clearing House’s confirmation has been sent out. Confirmation may be
given by the Clearing House by letter, email, fax, internet or telephone. Where
notice is given to the Clearing House on a day which is not a business day for
the SwapClear Service, it will become effective three (3) hours after the
commencement of the SwapClear Service on the next following business day.

Following the receipt of a notice to terminate given by the SCM, the Clearing
House will notify all SwapClear Clearing Members and SwapClear Dealers that
the relevant SD is no longer able to submit SwapClear Transactions for
registration until that SD enters into another SwapClear Dealer Clearing
Agreement and resumes its place in the Register of SwapClear Dealers.

2C.16 PAYMENT OF STAMP TAX

Each SwapClear Clearing Member shall pay any Stamp Tax or duty levied or
imposed upon it or in respect of its execution or performance of the Clearing
Membership Agreement, the Regulations and the Procedures (including any
registration of a SwapClear Contract) by a jurisdiction in which it is incorporated,
organised, managed and controlled, or considered to have its seat, or in which a
branch or office through which it is acting is located (“Stamp Tax Jurisdiction”) or
by any other jurisdiction and shall indemnify the Clearing House against any
Stamp Tax or duty levied or imposed upon the Clearing House or in respect of
the Clearing House’s execution or performance of the Clearing Membership
Agreement, the Regulations and the Procedures (including any registration of a
SwapClear Contract) by any such Stamp Tax Jurisdiction or by any other
jurisdiction.

2C.17 SECTION 168, FINANCE ACT 1994

Under section 168 Finance Act 1994, net payments in relation to certain
derivatives (“qualifying contracts” as defined in that Act) by any company (a
“qualifying company” as defined in that Act) to a non-resident person are denied
UK tax relief unless one or more conditions are met.
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1. The qualifying company is a bank, building society or financial trader
acting as principal who has entered into the qualifying contract for the
purposes of a UK trade.

2. The non-resident holds the qualifying contract (as principal) for the
purposes of its UK trade.

3. A double tax treaty, that makes provision for interest, is in force between
the UK and the country of residence of the non-resident (or, if different,
the country of residence of the beneficial counterparty to the contract).

The Clearing House has been approved by the Board of the Inland Revenue as
a financial trader under the provisions of section 177(1) Finance Act 1994. This
status is subject to periodic review and conditions as to the operation of the
SwapClear Service.

Any contract which would otherwise fall within section 168 Finance Act 1994
must not be submitted to the Clearing House by SwapClear Participants for
clearing nor should any SwapClear Clearing Member knowingly permit any such
contract to be submitted by a SwapClear Participant. Should this occur the
SwapClear Clearing Member in whose name the contract is to be or has been
registered must promptly notify the Clearing House and, in any event, within 30
days of that Clearing Member becoming aware of the situation. Having
investigated the circumstances, the Clearing House has an obligation to notify
the UK Inland Revenue of the event and the Clearing House may, in its absolute
discretion suspend any SwapClear Dealer submitting such a contract for
registration for the Register of SwapClear Dealers. The Clearing House may
also, in its absolute discretion take such action in respect of the SwapClear
Clearing Member as it deems fit in accordance with the Regulations. The
SwapClear Clearing Member shall indemnify the Clearing House against any
Corporation Tax or any other tax levied or imposed upon the Clearing House in
respect of any such contract, and any other costs and expenses incurred by the
Clearing House in connection therewith.

If in doubt, Clearing Members should consult their professional advisers as to
the potential application of section 168 Finance Act 1994 to their transactions.
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APPENDIX 2C.A

SWAPCLEAR PROCESSING SCHEDULE

This table outlines the daily processes and timetable of the SwapClear operation. Clearing
Members will be informed of changes to this timetable via member circular. All time shown
is London time.

SWAPCLEAR PROCESSING SCHEDULE

Time

07:30 SwapClear Opens

by 09:30 Registration of Backloaded trades and confirmation of deleted trades from T-1
(see section 2C.3.4)

15:00 Reset Rate published on Reporting
16:00 Deadline for PPS calls in London
22:00 SwapClear Closes
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APPENDIX 2C.B

INTRA-DAY COLLATERAL LODGEMENT FORM

LCH,CLEARNET

Version 1: Oct 2009

LCH.Clearnet Limited Ref No: XX')')
To: LCH.Clearnet Limited (the “Clearing House”), Treasury Department
(teamcollateral@Ichclearnet.com)
From: Clearing Member (full name):
Client Account* Mnemonic:

We confirm that (i) we are the sole and beneficial owner of these securities; or (i) these securities are furnished or
deposited with the legal and beneficial owner’'s unconditional consent and free of such owner’s interest.

We acknowledge that these securities may be held by any custodian in any depository, securities clearing or settlement system
(in the United Kingdom or elsewhere) which may for the time being be customarily used in connection with securities of similar
kinds on a fungible basis and subject to the rules of the relative system and the terms and conditions of its operator. and the
Clearing House has no responsibility for the performance of any such custodian, system or operator and in particular we
consent to the securities being held in the Euroclear clearance system subject to the fungibility regime organised by the Belgian
Royal Decree No. 62 of 10 November 1967 promoting the circulation of securities as amended from time to time

. . Description of Security
By Cogle Settlement Date Trade Date AU e (Issue — Coupon —
Number Value .
Maturity)
Delivery from: Depository/Agent:
(for US Securities, Broker Code)
Account Holder
Account Number
Delivery to (please indicate)

. Euroclear Citibank Citibank
DEPESIHENY EInEElEEn (ITL tax exempt) Giri=se (US owners) (non-US owners)
Clearing House Account No 91205 91737 5165 090401 090372
Signatories for and on behalf
of the Clearing Member: 1.

(Signature) (Print Name) (Position)
2.
(Signature) (Print Name) (Position)
Date:
To: THE ABOVE-NAMED CLEARING HOUSE

We accept the above-mentioned securities for inclusion in The Schedule of "Specified Securities” charged to us under
your above-mentioned charge.

For and on behalf of LCH
Clearnet Limited Date: Time:

(Authorised Signatory):
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APPENDIX 2C.C

INTRA-DAY HOUSE NON-CASH EXCESS TRANSFER FORM

LCH,CLEARNET

Version 1: Oct 2009

Completed forms should be sent to the Clearing House Treasury Department
(teamcollateral@Ichclearnet.com)

From: Clearing Member (full name) House Account:

To: Client Account Mnemonic:

Lodgment Ref:

We confirm that (i) we are the sole and beneficial owner of these securities; or (i) these securities are furnished or
deposited with the legal and beneficial owner’s unconditional consent and free of such owner’s interest.

We acknowledge that these securities may be held by any custodian in any depository, securities clearing or settlement system
(in the United Kingdom or elsewhere) which may for the time being be customarily used in connection with securities of similar
kinds on a fungible basis and subject to the rules of the relative system and the terms and conditions of its operator. and the
Clearing House has no responsibility for the performance of any such custodian, system or operator and in particular we
consent to the securities being held in the Euroclear clearance system subject to the fungibility regime organised by the Belgian
Royal Decree No. 62 of 10 November 1967 promoting the circulation of securities as amended from time to time

Description of Security (Issue —

Security Code Number Settlement Date Amount/Nominal Value g
Coupon — Maturity)

Signatories for and on behalf

of the Clearing Member: 1.
(Signature) (Print Name) (Position)
2.
(Signature) (Print Name) (Position)
Date:
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APPENDIX 2C.D

INTRA-DAY HOUSE CASH EXCESS TRANSFER FORM

LCH,CLEARNET

Version 1: Oct 2009
Completed forms should be sent to the Clearing House Treasury Department

(teamcollateral@Ichclearnet.com)

From: Clearing Member (full name) House Account:

To: Client Account Mnemonic:

We wish to transfer the following amount of cash collateral from our House account to the Additional
Collateral Account as detailed above. We confirm that we are duly authorised, on behalf of the Clearing
Member detailed above, to instruct the Clearing House to make this transfer.

Amount

Signatories for and on behalf

of the Clearing Member: 1.
(Signature) (Print Name) (Position)
2.
(Signature) (Print Name) (Position)
Date:
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APPENDIX 2C.E

ADDITIONAL COLLATERAL ACCOUNT LODGEMENT FORM

LCH,CLEARNET

Version 1: Oct 2009
LCH.Clearnet Limited Ref No: X X7?7?

Completed forms should be sent to the Clearing House Treasury Department
(teamcollateral@Ichclearnet.com)

To: LCH.Clearnet Limited (the “Clearing House”)
From: Clearing Member (full name):
Additional Collateral Account Mnemonic:

*Please delete as appropriate

We confirm that (i) we are the sole and beneficial owner of these securities; or (ii) these securities are furnished or
deposited with the legal and beneficial owner’s unconditional consent and free of such owner’s interest.

We acknowledge that these securities may be held by any custodian in any depository, securities clearing or settlement system
(in the United Kingdom or elsewhere) which may for the time being be customarily used in connection with securities of similar
kinds on a fungible basis and subject to the rules of the relative system and the terms and conditions of its operator. and the
Clearing House has no responsibility for the performance of any such custodian, system or operator and in particular we
consent to the securities being held in the Euroclear clearance system subject to the fungibility regime organised by the Belgian
Royal Decree No. 62 of 10 November 1967 promoting the circulation of securities as amended from time to time

Description of
Security Code Number Settlement Date Trade Date Amount/Nominal Value Security (Issue —

Coupon — Maturity)

Delivery from: Depository/Agent:

(for US Securities, Broker Code)

Account Holder

Account Number

Delivery to (please indicate)

Euroclear Citibank (CHIzES
Depository Euroclear CRESTCo (non-US
(ITL tax exempt) (US owners)
owners)
Clearing House Account No 91205 91737 5165 090401 090372
Signatories for and on behalf
of the Clearing Member: 1.
(Signature) (Print Name) (Position)
2.
(Signature) (Print Name) (Position)
Date:
To: THE ABOVE-NAMED CLEARING HOUSE

We accept the above-mentioned securities for inclusion in The Schedule of "Specified Securities” charged to us under
your above-mentioned charge.

For and on behalf of LCH
Clearnet Limited Date: Time:

(Authorised Signatory):
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APPENDIX 2C.F

INTRA-DAY ADDITIONAL COLLATERAL ACCOUNT NON-CASH TRANSFER FORM

LCH,CLEARNET

Version 1: Oct 2009

Completed forms should be sent to the Clearing House Treasury Department
(teamcollateral@Ichclearnet.com)

Clearing Member (full name):
Mnemonic:

Lodgment Ref:

From: Additional Collateral or Client *Please delete as appropriate
Account Account*

To: Additional Collateral or Client
Account Account*

We confirm that (i) we are the sole and beneficial owner of these securities; or (ii) these securities are furnished or
deposited with the legal and beneficial owner’'s unconditional consent and free of such owner’s interest.

We acknowledge that these securities may be held by any custodian in any depository, securities clearing or settlement system
(in the United Kingdom or elsewhere) which may for the time being be customarily used in connection with securities of similar
kinds on a fungible basis and subject to the rules of the relative system and the terms and conditions of its operator. and the
Clearing House has no responsibility for the performance of any such custodian, system or operator and in particular we
consent to the securities being held in the Euroclear clearance system subject to the fungibility regime organised by the Belgian
Royal Decree No. 62 of 10 November 1967 promoting the circulation of securities as amended from time to time

Description of Security (Issue —

Security Code Number Settlement Date Amount/Nominal Value g
Coupon — Maturity)

Signatories for and on behalf

of the Clearing Member: 1.
(Signature) (Print Name) (Position)
2.
(Signature) (Print Name) (Position)
Date:
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APPENDIX 2C.G
INTRA-DAY ADDITIONAL COLLATERAL ACCOUNT CASH TRANSFER FORM

Version 1: Oct 2009

Completed forms should be sent to the Clearing House Treasury Department
(teamcollateral@Ichclearnet.com)

Clearing Member (full name):
Mnemonic:

Lodgment Ref:

From: Additional Collateral or Client *Please delete as appropriate
Account Account

To: Additional Collateral or Client
Account Account

We wish to transfer the following amount of cash collateral from the account specified above to the account
specified above. We confirm that we are duly authorised, on behalf of the Clearing Member detailed above,
to instruct the Clearing House to make this transfer.

Amount

Signatories for and on behalf

of the Clearing Member: 1.
(Signature) (Print Name) (Position)
2.
(Signature) (Print Name) (Position)
Date:
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APPENDIX 2C.H

ADDITIONAL COLLATERAL ACCOUNT SPREADSHEET

Additional Collateral (Client) Account Spreadsheet Issue Date 04/05/2010

Example

Collateral Funded Date SCM mnemonic |Scmname |Client |Collgroup |Co||groupdescription Currency | Bankcode |Bankname |Price |Nominal value Cover value |Va|ue Date |Expiry date |ISIN
26/10/2009 XXX XXX Bank ABC  BUN EUROPEAN GOVERNMENT BONDS EUR 870001 EUROCLEAR (GROSS 91737) 146.80 14,000,000.00 19216120  20/08/2009  27/10/2023 IT0000366655
27/10/2009 XXX XXX Bank ABC  BUN EUROPEAN GOVERNMENT BONDS EUR 870001 EUROCLEAR (GROSS 91737) 114.03 16,000,000.00 17058888  21/04/2009  28/04/2031 T0001444378
27/10/2009 XXX XXX Bank ABC  CASH CASH EUR 870001 XXXX 1,000,000.00
28/10/2009 XXX XXX Bank XYZ  BUN EUROPEAN GOVERNMENT BONDS EUR 870001 EUROCLEAR (GROSS 91737) 103.37 10,000,000.00 9820150  07/05/2009  28/01/2020 IT0003644769
26/10/2009 XXX XXX Bank EFG  BUN EUROPEAN GOVERNMENT BONDS EUR 870001 EUROCLEAR (GROSS 91737) 146.80 14,000,000.00 19216120 20/08/2009  27/10/2023 IT0000366655
27/10/2009 XXX XXX Bank EFG  BUN EUROPEAN GOVERNMENT BONDS EUR 870001 EUROCLEAR (GROSS 91737) 114,03 16,000,000.00 17058888 21/04/2009  28/04/2031 T0001444378
27/10/2009 XXX XXX Bank EFG  CASH CASH GBP 870001 XXXX 5,000,000.00

Total "A"account holdings 7?7

Please fill in the following:

Collateral Funded Date SCM mnemonic [Scmname |CIient |C0|Igroup |Co||gr0updescription Currency Bankcode  |Bankname |Price |N0minalva|ue Covervalue  |Value Date  [Expiry date |ISIN

Total "A" account holdings ~ ???
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