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LCH

Introduction

LCH Limited (LCH) operates a direct debit system known as the Protected Payments System (PPS).
This infrastructure is unique to LCH and sits at the heart of LCH'’s business facilitating the transfer of
funds to and from Clearing Member and LCH accounts.

All margin related settlements, payments, and member margin coupons at LCH are instructed via
PPS. It is therefore a pre-requisite for every Clearing Member to setup a PPS account up in every
currency which they incur settlement.

This PPS Onboarding Guide provides a high-level view of what is required in order to become a PPS
bank at LCH whether as a UK/US or global PPS provider.
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LCH

PPS Service — Key points

LCH has two PPS infrastructures:

UK PPS which operates up to 15:59 London time

 US PPS which operates from 11:00 — 17:00 EST

« The PPS infrastructure interfaces with Swift to send and receive instructions.

« UK PPS banks must operate on all days which LCH is open, including UK and international
currency holidays.

 US PPS banks must operate on all days which LCH is open with the exception of USD holidays
whereupon US PPS is closed.

 PPS banks must have agreed contingency processes to guarantee the generation and receipt of
instructions.

 PPS banks are required to participate in due diligence reviews on an annual basis.
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LCH

Path to PPS

The below flow depicts the typical route to join LCH as a PPS bank. This timeframe is not a definitive list of activities, and some can be run
in parallel. The timeframe is an estimated timeframe and can shift either way dependent on the PPS banks internal targets.

Production
Internal approvals Enablement,
& PPS Agreement Smoke Testing &
Go-Live

3 month expected timeframe
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: ey Milestone
PPS Onboarding &5 ——

The following documents are required:
* PPS Agreement  « PPS Due diligence report  * RMA set-up

- Key Milestones

* New PPS banks are subject to approval from the LCH Executive Risk
Committee.

* PPS bank needs to confirm whether they wish to self PPS, offer PPS services to
other members or a combination of both

PPS bank to be connected to the SWIFT network
SWIFT CUG - Closed User Group. Allows LCH to send MT204’s

Message flow from LCH > PPS bank, PPS bank > LCH etc

Final checks on production set-up and smoke test of the connectivity and flow

PPS bank fully live on LCH Limited and able to provide PPS services to any
existing LCH Limited member. Member will be required to sign PPS mandates if
moving and also conduct their own PPS testing.

¥

LSEG 7Raoe 7

LT

e ]



CORPORATE

LCH

Documentation to be Submitted

Agreement between the PPS bank and LCH Limited’s
rules

PPS Onboarding
— Documentation
list

Report for completion by the PPS bank, consisting of
ownership, financial stability and credit check,
operational resilience and BCP, accountancy and
segregation and controls.

Bilateral agreement that allows institutions to control
who can send SWIFT messages

Useful Documentation

Agreement between the PPS bank and LCH Limited’s
rules

https://www.lch.com/collateral-management/Itd-
collateral-management/Itd-acceptable-collateral/ltd-
acceptable-cash
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PPS Onboarding — Contact list

PPS Projects

Collateral Operations Change
CollateralOpsChangeTeam@lch.com

Relationship Management & Escalation

Charles Barthelemy
Charles.Barthelemy@Iseg.com
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+1212 513 5620

Boaz Schechter
Boaz.Schechter@Iseg.com

+44207 426 3797
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LCH

This document has been provided to you for informational purposes only and is intended as an overview of certain aspects of, or proposed changes to, the SwapClear, Listed
Interest Rates, SwapAgent and/or any other service provided by LCH Group Holdings Limited (“LCH Group”) or any of its group undertakings (group undertakings shall be
construed in accordance with section 1161 of the Companies Act 2006; each an (“‘LCH Group Company”).

LCH Limited is supervised by the Bank of England within the UK regulatory framework, registered as a derivatives clearing organisation with the U.S. Commodity Futures Trading
Commission (“CFTC”) and recognised as a third-country CCP under Regulation (EU) No. 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC
derivatives, central counterparties and trade repositories (‘EMIR”). LCH S.A. is regulated and supervised in France by the Autorité des Marchés Financiers, the Autorité de Contréle
Prudentiel et de Résolution and the Banque de France, authorised as an E.U. CCP under EMIR, registered as a derivatives clearing organisation with the CFTC and as a clearing
agency with the U.S. Securities and Exchange Commission. LCH Limited and LCH S.A. also hold licenses or authorisations in other jurisdictions in which they offer their services.
More information is available at Ich.com.

The relationship of an LCH Group Company with its members is governed solely by its rulebook and certain other ancillary documentation, as applicable. This document does not,
and does not purport to, contain a detailed description of any aspect of a service provided by an LCH Group Company or any other topics discussed in this document, and it has not
been prepared for any specific person. This document does not, and does not seek to, constitute advice of any nature. You may not rely upon the contents of this document under
any circumstance and should seek your own independent legal, investment, tax and other advice. The information and any opinion contained in this document does not constitute a
recommendation or offer with respect to any derivative contract, financial instrument, security or service. No LCH Group Company makes any representation, warranty, condition or
guarantee (whether express or implied) that the contents of this document are accurate, complete or up-to-date, and makes no commitment to offer any particular product or service.
No LCH Group Company shall have any liability for any losses, claims, demands, actions, proceedings, damages, costs or expenses arising out of, or in any way connected with, the
information contained in this document, except that each LCH Group Company accepts liability that cannot be excluded by applicable law.

Copyright © LCH Limited 2023. All rights reserved. SwapClear, CDSClear, ForexClear, RepoClear, EquityClear, SwapAgent and €GCPlus are registered trademarks of LCH.

The information contained in this document is confidential. By reading this document, each recipient agrees to treat it in a confidential manner and will not, directly or indirectly,
disclose or permit the disclosure of any information in this document to any other person (other than its regulators or professional advisers who have been informed of the
confidential nature of the information) without the prior written consent of the relevant LCH Group Company to whom such confidential information belongs.
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