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NOTICE TO MEMBERS
No. 2016 — 043
April 28, 2016

SELF-CERTIFICATION
AMENDMENTS TO THE OPERATIONS MANUAL OF CDCC

CLARIFICATION OF THE SETTLEMENT OF OUTSTANDING CASH DELIVERIES
BY THE CLEARING MEMBERS AFTER THE CDSX’S PAYMENT EXCHANGE

On February 10, 2016, the Board of Directors of the Canadian Derivatives Clearing Corporation
(CDCC) approved amendments to the Operations Manual CDCC. CDCC wishes to inform the
Clearing Members that this amendments have been self-certified pursuant to the self-certification
process set forth in the Derivatives Act (C.Q.L.R., ¢ 1-14.01) and approved by the Ontario
Securities Commission in accordance with the “Rule Change Not Requiring Approval in
Ontario” process.

The purpose of the amendments is to avoid ambiguity with regards to the current order in which
this CDCC settlement process is to occur.

You will find attached hereto the amendments set to come into force and to be incorporated into
the version of the Operations Manual of CDCC that will be made available on the CDCC website
at www.cdcc.ca as of April 29, 2016.

If you have any questions or concerns regarding this notice, please contact CDCC’s Corporate
Operations department or direct your e-mail inquiries to cdcc-ops@-cdcc.ca.

Glenn Goucher
President and Chief Clearing Officer

Canadian Derivatives Clearing Corporation

The Exchange Tower 800 Victoria Square
130 King Street West, 5 Floor 3 Floor
Toronto, Ontatio Montréal, Québec
M5X 12 H47Z 1A9

Tel. : 416-367-2470 Tel. : 514-871-3545

www.cdcc.ca


http://www.cdcc.ca/
mailto:cdcc-ops@cdcc.ca
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CANADIAN DERIVATIVES CLEARING CORPORATION
CORPORATION CANADIENNE DE COMPENSATION DE PRODUITS DERIVES

OPERATIONS MANUAL

VERSION OF NOVVEMBER-18, 2015



FIXED INCOME TRANSACTIONS

CDCC acts as central counterparty to all Fixed Income Transactions that are submitted by Clearing Members to CDCC
for clearing. All Fixed Income Transactions shall be submitted for clearing to CDCC through an Acceptable
Marketplace or through the CDS trade matching facility routing matched trades to CDCC. As a result of these
Transactions being novated to CDCC, CDCC will be either the buyer or the seller of all settlement records that are sent
to the Central Securities Depository.

Various transmissions of settlement records will be sent by CDCC to the Central Securities Depository on a daily basis.
Same Day Transactions gross settlement records

For Same Day Transactions, two settlement records consisting of settlement instructions (Gross Delivery Requirements
and Gross Payment Against Delivery Requirements) will be sent gross to the Central Securities Depository to be settled
on a real-time basis throughout the day immediately after each Same Day Transaction is novated to CDCC until the
Submission Cut-Off Time specified in Section 2 of this Operations Manual.

Forward Settlement Transactions and Futures Contracts on an Acceptable Security net settlement records

For Forward Settlement Transactions and Futures Contracts on Acceptable Securities, settling on the next Business
Day, two settlement records consisting of net settlement instructions (Net Delivery Requirements and Net Payment
Against Delivery Requirements) will be sent to the Central Securities Depository on a net basis at the Netting Cut Off
Time specified in Section 2 of this Operations Manual for settlement on the next Business Day.

Morning net DVP settlement process

In respect of any Pending Payment Against Delivery Requirements at the Morning Netting Cycle Timeframe specified
in Section 2 of this Operations Manual, CDCC shall send new settlement records (Morning Net Payment Against
Delivery Requirements) to the Central Securities Depository reducing any Pending Payment Against Delivery
Requirements of a Clearing Member in favour of CDCC by any Pending Payment Against Delivery Requirements of
CDCC in favour of the same Clearing Member. The Clearing Member shall have sufficient funds in its cash account at
CDS to settle the lesser of (i) its Morning Net Payment Against Delivery Requirement and (ii) the amount of the CDCC
Daylight Credit Facility during the Morning Net DVP Settlement Timeframe specified in Section 2 of this Operations
Manual.

Afternoon net DVP settlement process

In respect of any Pending Settlement Requirements at the Afternoon Netting Cycle Timeframe specified in Section 2 of
this Operations Manual, CDCC shall send new settlement records (Afternoon Net DVP Settlement Requirements) to
the Central Securities Depository reducing any Pending Delivery Requirements of a Clearing Member in favour of
CDCC by any Pending Delivery Requirements of CDCC in favour of the same Clearing Member in respect of the same
Acceptable Security, and/or reducing any Pending Payment Against Delivery Requirements of a Clearing Member in
favour of CDCC by any Pending Payment Against Delivery Requirements of CDCC in favour of the same Clearing
Member. The Clearing Member shall have sufficient funds and sufficient Acceptable Securities in its cash and
securities accounts at CDS to settle its Afternoon Net DVP Settlement Requirements by the End of Day DVP
Settlement Time specified in Section 2 of this Operations Manual.

Delivery

Securities delivery against payment is effected on a DVP basis through the Central Securities Depository.



In the event of a failed or partial delivery, CDCC will take appropriate action in accordance with Section A-804 of the
Rules.

CDCC shall determine the net settlement instructions by Clearing Member, CUSIP/ISIN and Settlement Date for all
Transactions comprised in the Forward Settlement Transactions netting process (as specified in the above section
entitled as such) submitted to CDCC for clearing as of the Netting Cut Off Time. These settlement instructions shall be
submitted to the relevant Central Securities Depository on a daily basis and in the form and settlement tranche
acceptable to the Central Securities Depository for this purpose.

For Same Day Transactions, CDCC shall determine the gross settlement instructions (Gross Delivery Requirements
and Gross Payment Against Delivery Requirements) by Clearing Member and the applicable CUSIP/ISIN, and submit
such instructions to the relevant Central Securities Depository (in the form and settlement tranche acceptable to such
Central Securities Depository) immediately after each Same Day Transaction is novated to CDCC for real-time
settlement. Notwithstanding the foregoing, at the Morning Netting Cycle Timeframe, CDCC shall cancel previously
issued Pending Payment Against Delivery Requirements and replace them by Morning Net Payment Against Delivery
Requirements by Clearing Member (as specified in the above section entitled “Morning net DVP settlement process”).

In the event of a Failed Delivery for a particular settlement tranche to a Net Delivery Requirement or to an Afternoon
Net DVP Settlement Requirement consisting of an obligation to deliver Acceptable Securities by the End of Day DVP
Settlement Time specified in Section 2 of this Operations Manual, CDCC shall, on a best efforts basis, attempt to
coordinate a partial delivery among those Receivers of Securities for that particular settlement tranche of the relevant
Acceptable Security. In the event that no partial settlement is possible, the settlement tranche will be included in the
Rolling Delivery Obligation of the failing Clearing Member and CDCC shall re-attempt settlement of the failed
settlement tranche on the next Business Day. In the case of a Failed Delivery with respect to a Gross Delivery
Requirement resulting from a Same-Day Transaction submitted after the Afternoon Netting Cycle Timeframe and
before the Submission Cut-Off Time to be settled by the End of Day DVP Settlement Time, CDCC will failed or
partially deliver the same quantity of Acceptable Securities on the Clearing Member who is the Receiver of Securities
with respect to the relevant Same Day Transaction.

In the event of a Failed Payment Against Delivery at the Morning Net DVP Settlement Timeframe specified in Section
2 of this Operations Manual, CDCC shall impose a fine on the Clearing Member corresponding to the charges which
are levied on CDCC for the usage of the CDCC Daylight Credit Facility as a result of this Failed Payment Against
Delivery. If the Clearing Member still does not have sufficient funds in its cash account at the Central Securities
Depository to settle the relevant Morning Net Payment Against Delivery Requirement, or in the amount of the CDCC
Daylight Credit Facility (whichever is less) by 11:00 a.m., the Clearing Member shall be deemed a Non-Conforming
Member, in addition to any other remedies that CDCC may apply to such situation in accordance with Subsection A-
806(1) of the Rules.

In the event of a Failed Payment Against Delivery at the End of Day DVP Settlement Time specified in Section 2 of
this Operations Manual, the Clearing Member shall be deemed a Non-Conforming Member and shall be required to
pay to CDCC any charges which are levied on CDCC for the overnight financing of this Failed Payment Against
Delivery, in addition to any other remedies that CDCC may apply to such situation in accordance with Subsection A-
806(2) of the Rules._CDCC will assist the Clearing Member to remedy the situation so that the Clearing Member can
maintain its conforming status. As DVP is not available after the End of Day DVP Settlement Time at the Central
Securities Depository (CSD), the Clearing Member must deliver the funds (or acceptable equivalent) outside of the
CSD’s systems to CDCC prior to CDCC delivering the securities via the CSD.

Buy In Process

As set forth in Subsection A-804(3) of the Rules, CDCC may effect a buy-in transaction on its own initiative or
pursuant to a formal request by a Receiver of Securities affected by a Failed Delivery by purchasing the missing
quantity of the relevant Acceptable Securities on the open market.

When initiated by a Receiver of Securities, the buy-in process shall be as followed:

1. The Receiver of Securities who wants to initiate a buy-in must send to CDCC the appropriate Buy-In Scan
Form (which is accessible on CDCC’s Secured Website) duly completed, with the following information:
a. Clearing Member’s Name;
b. Clearing Member’s Number
C. The Acceptable Security (ISIN) involved;
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d. The total quantity of the Failed Delivery;

The quantity requested in the buy-in;

f. The buy-in delivery date, which shall be the current Business Day + not less that two (2) complete
Business Days.

@

The Buy-In Scan Form must be submitted to CDCC in the prescribed format with the authorization stamp of
the Clearing Member properly affixed on the form (with initials).

Upon receiving the duly completed Buy-In Scan Form from a Receiver of Securities, CDCC will work with
the Provider(s) of Securities responsible for the Failed Delivery in order to validate if the delivery can be
made within the number of Business Days specified in the Buy-In Scan Form (the “Buy-In Notice Delay”).

At the expiry of the Buy-In Notice Delay, if the Provider(s) of Securities has not delivered the relevant
Acceptable Securities, CDCC will initiate a cash trade on the open market.

Once delivery is received by CDCC on the cash trade, CDCC will deliver the Acceptable Securities to the
Receiver of Securities that requested the buy-in transaction.

All fees incurred to CDCC, including all costs with respect to the buy-in transaction shall be charged to the
Provider(s) of Securities responsible for the Failed Delivery. Such fees will be included on the Monthly
Clearing Fees Details Report (MBO01) of the second Business Day of each month as a separate pay figure,
payable to CDCC on the 5th Business Day of each month through LVTS or any other payment method
approved by CDCC.
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