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limitation, information and documents relating to the liquidity 
of that Clearing Member's financial resources and settlement 
procedures; 

(iii) any other financial information that the Clearing House 
determines is necessary to assess whether membership criteria 
are being met on an ongoing basis; and 

(iv) notice if the Clearing Member becomes the subject of a 
bankruptcy petition, receivership proceeding, or the equivalent, 
or any other event to which it is required to notify the Clearing 
House under the Clearing Membership Agreement or the 
Rulebook. 

In addition, and upon request from the Clearing House or any 
Regulatory Body, each Clearing Member shall promptly provide the 
information detailed in (ii) above directly to the any Regulatory Body 
specified in the relevant request.  

1.9.2 Regulated Clearing Members 

Regulated Clearing Members must within 30 calendar days of each of their 
quarter-end dates, provide the Clearing House with copies of all their 
regulatory returns made to their regulator.  The Clearing House will, in respect 
of firms regulated by the FCA, take returns direct from the FCA.  This 
arrangement is for administrative convenience and the Clearing House 
reserves the right to require that financial returns are submitted direct by the 
Clearing Member to the Clearing House.  In addition, Clearing Members must 
provide the Clearing House with copies of all reports that are required to be 
filed with the CFTC pursuant to parts 17 and 20 of the CFTC Regulations. 

1.9.3 Non-Regulated Clearing Members  

Non-regulated Clearing Members must provide the Clearing House with an 
English language version of their quarterly balance sheet and profit and loss 
statement within 30 calendar days of their quarter-end date. This must be 
signed by two directors, a director and the company secretary, or two 
Authorised Signatories.  Where the Clearing Member is a partnership the 
balance sheet and profit and loss statement must be signed by two partners of 
the firm.  Please provide evidence of signing authority together with specimen 
signatures. 

1.9.4 Category K 

Special Clearing Members must provide the Clearing House with such 
financial information as is stipulated in their Clearing Membership Agreement. 

1.9.5 Reduction in Net Capital   

All Clearing Members must immediately notify the Clearing House of any 
significant reduction (usually 10% or more), from the figures shown in their 
last financial returns, in: 
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	1. Clearing Member, Non-Member Market Participant and Dealer Status
	1.1 Application Procedure – Clearing Member, Special Clearing Member and Dealer Status
	1.1.1 Clearing Member Status
	The terms and conditions binding on each Clearing Member are set out in the Clearing Membership Agreement as amended.  Two copies of this document will be provided to the applicant who must sign both (but not date them) and return them to the Clearing...
	1.1.2 Dealer Status
	The terms and conditions of admission to each of the OTC Registers are set out in the ForexClear Dealer Clearing Agreement, the RepoClear Dealer Clearing Agreement and the SwapClear Dealer Clearing Agreement ("the OTC Agreements") as amended.  Admissi...
	1.1.3 Conditions of Application
	An applicant for Clearing Member or Dealer status must accept that the Clearing House:
	(a) is entitled to make enquiries of any nature about the applicant and any person connected or associated with the applicant;
	(b) is entitled to ask the applicant to supply additional information and take whatever steps are necessary to verify information;
	(c) is entitled to provide and/or disclose information to an exchange, governmental department, regulatory organisation, other authority, or to the Clearing House's insurers in connection with any form of insurance, or to any person pursuant to the pr...
	(d) may disclose to any other party the name, address, registered number and details of any exchange or clearing memberships held or applied for; and
	(e) will endeavour to process, consider and decide upon an application in a timely fashion, but owes no duty or obligation to the applicant to do so.


	1.2 Non-Member Market Participant Status
	1.2.1 Criteria for NCP status
	(a) is party to an agreement with an Exchange (including, for the avoidance of doubt, TGHL) or Approved EquityClear Trading Platform (as applicable) pursuant to which:
	(i) such person is a Participant in, as applicable,
	(A)  the relevant Trading System; or
	(B) an Approved EquityClear Trading Platform; or
	(C) a Turquoise Derivatives Platform; and

	(ii) such person is subject to, as applicable,
	(A) the relevant Exchange Rules (including, for the avoidance of doubt, the Turquoise Derivatives Rules); or
	(B) the rules and procedures of the Approved EquityClear Trading Platform; and


	(b) is party to a valid and enforceable arrangement with a Clearing Member pursuant to which:
	(i) such Clearing Member authorises the NCP to act as its agent and on its behalf; and
	(ii) the Clearing Member is entitled at all times to provide to the Clearing House, in accordance with Regulation 41 (Disclosure and Reporting), such information and data relating to the NCP as the Clearing House may in its sole discretion deem approp...

	(c) has been notified to the Clearing House in accordance with Section 1.2.2 below.

	1.2.2 Notification of appointment of NCP as agent
	1.2.3 Termination of NCP status

	1.3 Criteria for Clearing Member Status
	1.3.1 General
	The Clearing House imposes certain criteria and requirements in relation to Clearing Member status. The relevant criteria have, in all cases, been established by the Clearing House so as to be non-discriminatory and objective and so as to ensure fair ...
	The relevant criteria are without prejudice to the provisions of the Clearing Membership Agreement which must be executed by the applicant, and must equally be met by Clearing Members.
	(a) in the UK in GBP;
	(b) in the UK in each currency in which it incurs settlements;
	(c) in the USA in US dollars;
	(d) in Hong Kong in US dollars if clearing in certain Asian markets – please see Section 3 (Financial Transactions) of the Procedures for further information,
	(a) remote from both the trading floor and/or trading desks;
	(b) with adequate systems (including but not limited to computer and communications systems) and records;
	(c) with an adequate number of administrative staff fully conversant with procedures for the management of business transacted in the markets and contracts cleared by the Clearing House and in which the Clearing Member participates; and
	(d) with such equipment (including technology and connectivity) as may be stipulated by the Clearing House or by the exchange(s) or EquityClear Approved Trading Platform ("ATP").

	1.3.2 Supplementary Criteria Applicable to RepoClear Applicants
	In addition to the minimum Net Capital Requirements as set out in Section 1.7.2, an applicant must satisfy the following criteria:
	(a) be authorised and supervised as either a credit institution or an investment firm by the competent authorities of a member state of the European Union; or
	(b) be authorised and supervised as the equivalent of a credit institution or an investment firm by the competent authorities of a country outside the European Union and be subject to prudential rules considered to be as stringent as those applicable ...

	1.3.3 Supplementary Criteria Applicable to SwapClear Applicants
	In addition to the minimum Net Capital Requirements as set out in Section 1.7.2, an applicant must satisfy the following criteria:
	(a) successfully participate, or demonstrate that it has: (i) an affiliated SwapClear Clearing Member ("SCM") that can successfully participate; or (ii) an LCH Approved Outsourcing Party that can successfully participate in a SwapClear "fire drill" ru...
	(b) be able to participate or demonstrate that it has: (A) an affiliated SCM that can participate; or (B) an LCH Approved Outsourcing Party that can successfully participate, in the default management process as operated by the Clearing House;
	(c) have, within its corporate group, at least one credit institution or investment firm licensed by the competent authorities of a member state of the European Union, or the equivalent of a credit institution or an investment firm licensed by the com...
	(d) in the event of a default, be able to receive from the Clearing House and to process SwapClear Contracts, and any associated hedge trades, in FPML format or in separated value electronic format.

	1.3.4 Supplementary Criteria Applicable to ForexClear Applicants
	In addition to the minimum Net Capital Requirements as set out in Section 1.7.2, an applicant must satisfy the following criteria:
	(a) successfully participate, or demonstrate that it has: (i) an affiliated ForexClear Clearing Member ("FXCCM") that can successfully participate; or (ii) an LCH Approved Outsourcing Party that can successfully participate, in a ForexClear "fire dril...
	(b) be able to participate or demonstrate that it has: (A) an affiliated FXCCM that can successfully participate; or (B) an LCH Approved Outsourcing Party that can successfully participate, in the ForexClear default management process as operated by t...
	(c) have, within its corporate group, at least one credit institution or investment firm licensed by the competent authorities of a member state of the European Union, or the equivalent of a credit institution or an investment firm licensed by the com...
	(d) in the event of a default, be able to receive from the Clearing House and process ForexClear Contracts, and any associated hedge trades, in FPML format or, separated value electronic format.

	1.3.5 Supplementary Criteria Applicable to Special Clearing Member Applicant
	The Clearing House may agree with an applicant for Special Clearing Member status, in addition to or in place of requirements set out in these Procedures, such further terms as it deems appropriate in the circumstances of the applicant and its busines...
	1.3.6 Supplementary Criteria Applicable to Clearing Members subject to certain U.S. laws
	(a) 12 U.S.C. § 5390(a)(6): Where a Clearing Member is a financial company as such term is defined in 12 U.S.C. § 5381(a)(11) it shall comply with the requirements of 12 U.S.C. § 5390(a)(6) with respect to the execution of the Clearing Membership Agre...

	A Clearing Member that is a financial company as such term is defined in 12 U.S.C. § 5381(a)(11) is further required: (i) from the date of entry into the Clearing Membership Agreement (and the grant of any related security interest to the Clearing Hou...
	(b) Insured Depository Institutions: Where a Clearing Member is an insured depository institution under the U.S. Federal Deposit Insurance Act it shall comply with the requirements of 12 U.S.C. § 1823(e) and the policy statements adopted by the Board ...

	A Clearing Member that is an insured depository institution under the Federal Deposit Insurance Act it is further required: (i) from the date of entry into the Clearing Membership Agreement (and the grant of any related security interest to the Cleari...

	1.4 Dealer Status Criteria
	1.4.1 An applicant must satisfy the criteria set out below in order to be considered for admission to the OTC Registers.  These requirements are without prejudice to the provisions of the ForexClear Dealer Clearing Agreement, the RepoClear Dealer Clea...
	(a) For RepoClear, see Section 2B of the Procedures (RepoClear).
	(b) For SwapClear, see Section 2C of the Procedures (SwapClear).
	(c) For ForexClear, see Section 2I of the Procedures (ForexClear).
	(a) remote from both the exchange floor and/or trading desks;
	(b) with adequate systems (including but not limited to computer and communications systems) and records;
	(c) with an adequate number of administrative staff fully conversant with procedures for the management of business transacted in the markets and contracts cleared by the Clearing House in which the applicant participates; and
	(d) with such technology and connectivity as may be stipulated by the Clearing House.

	1.4.2 ForexClear Dealer Status
	The applicant must have a clearing arrangement for ForexClear transactions in place with an existing FXCCM within their corporate group.
	1.4.3 RepoClear Dealer Status
	The applicant must:
	(a) have minimum Net Capital (as defined in paragraph 1.8) of €100mn;
	(b) either:
	(i) be authorised and supervised as either a credit institution or an investment firm by the competent authorities of a member state of the European Union; or
	(ii) be authorised and supervised as the equivalent of a credit institution or an investment firm by the competent authorities of a country outside the European Union and be subject to prudential rules considered to be as stringent as those applicable...

	(c) have a clearing arrangement for RepoClear transactions in place with an existing RepoClear Clearing Member.

	1.4.4 SwapClear Dealer Status
	The applicant must have a clearing arrangement for SwapClear transactions in place with an existing SwapClear Clearing Member within their corporate group.

	1.5 Extension Of Clearing Activities
	1.5.1 Extension to Exchange Clearing
	A Clearing Member must hold the appropriate category of Clearing Member status for the exchange(s) it wishes to clear.
	(a) The Clearing Member having the appropriate category of exchange Clearing Member status applicable to the extension of its activities;
	(b) The Clearing Member demonstrably having sufficient staff resources and expertise in the new market that it wishes to clear; and
	(c) The Clearing Member having sufficient Net Capital to meet the additional requirement as set out in Section 1.7.2.

	1.5.2 Extension to LCH EnClear Services/EquityClear/RepoClear/SwapClear/ ForexClear Clearing
	In addition to the requirements noted above, a Clearing Member wishing to commence clearing on each of the LCH EnClear services (Freight, OTC Emissions and/or gold divisions), the EquityClear markets and/or clearing or dealing on ForexClear, RepoClear...
	1.5.3 Extension for Clearing Members to clear for clients
	Subject to obtaining approval from the Clearing House's Membership team, a Clearing Member may offer certain Client Clearing Services to its clients (Clearing Clients).
	A key (but not isolated) factor which will be considered by the Clearing House in determining whether or not to grant such approval to an individual Clearing Member will be whether the offering of Client Clearing Services by such Clearing Member would...
	1.5.4 Special Clearing Members
	A Special Clearing Member is only approved to clear the types of contract on the Clearing House service(s) and/or on the market(s) stipulated in its Clearing Membership Agreement, subject to the terms of that Agreement.

	1.6 Termination Of Clearing Member Status
	1.6.1 In the event that a Clearing Member wishes to retire from Clearing Member status, it may do so by giving written notice to the Clearing House not less than three months ahead of the proposed termination date. By the close of business on the prop...
	1.6.2 If a Clearing Member has not been active on any exchange or market for a continuous period of three months, they will be asked to confirm that they intend to utilise their Clearing Member status and failing a satisfactory response, they will be ...

	1.7 Net Capital Requirements
	1.7.1 Categories of Clearing Member Status
	There are ten categories of Clearing Member status currently in use. These are as follows:
	1.7.2 Net Capital Requirements
	The requirements set out below are the minimum requirements applicable to Clearing Members whose clearing relationship with the Clearing House is confined to the clearing of one market, subject, in relation to categories B to D, to an absolute minimum...
	1.7.3 Cross-Market Net Capital Requirement for categories B-D and I-J
	Subject to the absolute minimum requirement of £5mn sterling, Clearing Members who clear more than one exchange (categories B – D) or have LCH EnClear Services Clearing Member status and/or EquityClear Clearing Member Status (categories I – J), are re...
	1.7.4 Capital Requirements for Category K
	The minimum capital requirements for a Special Clearing Member will be established at the discretion of the Clearing House with reference to (i) the requirements set out in Section 1.7.2 which would be applicable to a Clearing Member carrying on compa...
	1.7.5 Additional Net Capital Requirements
	Additional resources will be required when, in the Clearing House's assessment, a Clearing Member's Net Capital is not commensurate with its level of business.
	(a) the Clearing Member's aggregate exposure to other clearing providers and other entities; and
	(b) the total amount of Collateral deposited with, transferred to or otherwise delivered to the Clearing House by the Clearing Member.


	1.8 Calculation Of Net Capital
	1.8.1 Definition of Permanent Capital ("Permanent Capital")
	The definition of Permanent Capital includes:
	(a) issued and fully-paid ordinary share capital;
	(b) issued and fully-paid preference share capital; and
	(c) share premium account and reserves not available for distribution.

	1.8.2 Definition of Additional Capital ("Additional Capital")
	The definition of Additional Capital includes:
	(a) other equity reserves (distributable or otherwise);
	(b) profit and loss reserve;
	(c) redeemable shares; and
	(d) subordinated loans.

	1.8.3 Acceptability of Subordinated Loans
	The Clearing House will, in the Net Capital Requirement, allow subordinated loans from a parent company/ies as an acceptable form of capital.  Where a Clearing Member is reliant upon subordinated loans to meet its minimum requirement, the Clearing Hou...
	1.8.4 Recognition of Irrevocable Letters of Credit
	In cases where the Net Capital Requirement is significantly greater than a Clearing Member's regulatory capital requirement, the Clearing House may, at its discretion, but in any case up to a maximum of 50% of the minimum capital requirement, recognis...

	1.9 Reporting
	1.9.1 All Members
	(a) All Clearing Members must, within six months from the date on which their annual accounts are made up, provide the Clearing House with an English-language copy of their profit and loss account and balance sheet, together with a statement that thei...
	(b) All Clearing Members must provide the Clearing House in a prompt and timely manner with:
	(i) any information concerning any financial or business development that the Clearing Member reasonably considers may materially affect the Clearing Member's ability to comply with the applicable membership criteria or applicable laws or regulations;
	(ii) information and documents regarding the Clearing Member's risk management policies and practices as requested by the Clearing House.  Such information shall include, without limitation, information and documents relating to the liquidity of that ...
	(iii) any other financial information that the Clearing House determines is necessary to assess whether membership criteria are being met on an ongoing basis; and
	(iv) notice if the Clearing Member becomes the subject of a bankruptcy petition, receivership proceeding, or the equivalent, or any other event to which it is required to notify the Clearing House under the Clearing Membership Agreement or the Rulebook.


	1.9.2 Regulated Clearing Members
	Regulated Clearing Members must within 30 calendar days of each of their quarter-end dates, provide the Clearing House with copies of all their regulatory returns made to their regulator.  The Clearing House will, in respect of firms regulated by the ...
	1.9.3 Non-Regulated Clearing Members
	Non-regulated Clearing Members must provide the Clearing House with an English language version of their quarterly balance sheet and profit and loss statement within 30 calendar days of their quarter-end date. This must be signed by two directors, a d...
	1.9.4 Category K
	Special Clearing Members must provide the Clearing House with such financial information as is stipulated in their Clearing Membership Agreement.
	1.9.5 Reduction in Net Capital
	All Clearing Members must immediately notify the Clearing House of any significant reduction (usually 10% or more), from the figures shown in their last financial returns, in:
	(a) shareholders' funds; and
	(b) Net Capital.
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