Clearing System Build & Migration - Dependencies E FOA

There remain a number of critical development items still to be disclosed by CCPs and
Vendors. Without which, the Industry cannot build complete or scalable processing solutions
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CCP Disclosure and » Finalised Rule Books and technical specification are yet to provided (and are unlikely to be released prior to CCP re-
Development Effort authorisation). Without these, CMs are unable to finalise proposed system architecture or develop a scalable build prior
to current go-live.
* CCPs are yet to develop any automation around collateral / excess / margin movements etc.). Certain CCPs are
proposing fax instruction for these moves. This is an unacceptable operational solution.
« Confirmation is yet to be provided of CCP incremental roll-out/onboarding plans across the industry.
» Testing schedules and implementation plans are yet to be finalised with Clearing Members. This is a major hurdle as
testing capacity will be limited with only 1 CCP being able to test with a CM, per weekend.

Vendor Provision * The majority of CMs are reliant on a small number of Vendor systems which form a core part of their system/processing
architecture. They are yet to complete and test their systems developments as they too are reliant on CCP technical
specifications. One major Vendor is requiring all their clients to upgrade to the latest back-office system software version
before clients can benefit from any EMIR functionality — is a major migration project in itself.

* Following which Vendors must perform development testing, pilot client testing, resolution of ‘bugs’ and integrated front-
to-back system testing.

CM Review and * CMs must assess CCP models and determine which they will offer to clients as their Omnibus and ISA offerings
Integration » Adequate processing capacity must be assessed and the development timeline adjusted accordingly.
* End to end testing with both Clients and CCPs must take place.



Clearing System Build & Migration — Standard CM Timeline

Below we can see the impact of the key dependencies on the Standard CM Timeline.
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Clearing & Execution

- Clearing House and Exchange Static Data (Broker ID, Clearing
Accounts, Trade Enrichment (Brokerage, Fees/ Comms)

- Terminal Upgrades, FIX and other "API" Upgrades

- Build / Accept and Test all flows

Position Management - Close Out Testing
- Position Transfer Testing (In / Out)

Contract Management - Review contract based event impact
- Build to meet requirement & Test

Margin - New "SPAN" files / margin methods
- Test and sign off with Risk
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Development Per CCP

1.Effective impact assessment
cannot begin until release of
rulebooks and full tech specs.

2. Impact assessments occur
consecutively, each reliant on
CCP/Vendor Input and CM
analysis and planning.

Ie Development Per CCP

Reconciliation

- Review CCP EOD files (format changes, new data)
- Build updated mappings

- Test Phases; Trades, Position , P&L, Nostro

Regulatory Reporting - New Reportable Instruments / Clients
- Static Data requirements
- Client Money Impact

Treasury & Funding - New Static / Accounts

- Set Up across internal Treasury and Custody Systems
- Ensure rates / fees are set up correctly

- Test DR / CR process for Cash & Collateral

Development across all CCPs

3.All 3 impact assessments will
commence at each authorisation
stage. Inefficient until account
models received.
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- Trade Execution (Trade Types)
- Clearing & Testing (FS, GU, Gl), (Client and Desk Allocations)

- Back Office Booking, Finance / Ledger
- Downstream system / sign off (Regulatory, Risk, Liquidity,
Credit, Client Reporting)

- Treasury
- Reconciliation; Trade, Position and P&L (CB Vs CCP Vs Client)

Development Per CCP
Development e Per CCP

4. Scheduling issues throughout
each cycle — Ltd testing resources
(CM) and time slots (CCP) make
current go-live timeline
unfeasible.
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