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L.

DEFINITIONS _AND INTRODUCTION

The following definitions apply to Parts 1 and 2 ofthese CDS Default Auction Procedures:

1.1

12

I
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=
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The term "Allocated Failed Auction Lot Resources" means Auction Lot Resources from a Failed
Auction Lot allocated pursuantto paragraph 5.7 of Part 2 of these CDS Default Auction Procedures.

12 The term " AP" means the Primary CDS Auction Clearing Price or Secondary CDS Auction Clearing
Price (as applicable) for aan Auction Lot (converted into EUR at the rate specified in paragraph 2.2 of
the Finance Procedures, if applicable), proportlonately scaledtoa portfoho size representlng 100% of
therelevant Auction Lot{e+n : ¥ )

4+3-The term "Bid" means, with respect to aan Auction Lot, an offer to purchase CDS Contracts in a
Primary CDS Auctionor Secondary CDS Auction (as applicable)smadebysubmittinga Bid Eorm.

+4-The term"Bidder" means, with respect toaan Auction Lot, a Primary CDS Auction Participantora
Secondary CDS Auction Participant (as applicable) thathas submitted a Bid.

[Different first page link-to-previous setting changed from on in originalto offin modified.]
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L13

IE

[

as_l_s_s_m by the Clearlng House—a-ﬁd) n the format and n the manner spec1ﬁed by the Cleanng
House in the Primary CDS Auction Specifications or Secondary CDS Auction Specifications (as

applicable).

1:6-The term "BP" means for a Primary CDS Auction Participant or a Secondary CDS Auction
Participant and aan Auction Lot, (i) the weighted average Bid price of all valid Standard Bids made by
such Primary CDS Auction Participant or Secondary CDS Auction Participant in the Primary CDS
Auction or Secondary CDS Auctions (weighted by the portfolio size of each such Bid, and converted
into EUR at therate spec1ﬁed in paragraph2 2 ofthe Finance Procedures 1fapphcable)- Q_(&m

proportlonately scaled toa portfoho size repres entlng 100% for—m—respectolaCRE A netionthe
applicablefillpercentage)ofthe relevant Auction I ot. Whereathe Standard Bids submitted by a Prinary
CDS Auction Participant or Secondary CDS Auction Participant has-made Bids-in the Primary CDS

Auction or Secondary CDS Auction are in excess of its Minimum Bid Requirement, such weighted
average shall only take into account its most competltlve Bids in the aggregate equalto such Mlnmrum
Bid Requirement.

ighted average Bi orthe price ofthe Allor Nothing
w In the case ofa CDS Cleanng Member BP shall take into accountall valid Bids made by

it for its CustemerAcecounts;-Proprietary Accounts and Customer Accounts (including Individually
Segregated Sponsored AceeuntAccounts), but shall not include Bids made by a Direct Participating
Customer for which it acts as CDS Clearing Member or Sponsor.

[Different first page link-to-previous setting changed from on in originalto offin modified.]
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2

=

115 The term "CDS Default Auction Procedures" means these Auction Terms for CDS Default
Auctions.

1+16-The term "Clearing House CDS Contributions Tranche" means the Replenishment Anmounts
multiplied by the sumofthe Auction Lot Guaranty Fund Weightings for all Auction Lots other than
Failed Auction Lots.

1.18

1.19

1.20

1.21

The term "Direct Auction Participant Contribution" means the amount transferred to the Clearng
House by a Direct Participating Customer in accordance with paragraph 1.19.

The term" Direct Participating Customer" means a Customer, including a Sponsored Principal, invited
by the Clearing House to participate in a Primary CDS Auction or Secondary CDS Auction, where (i)
the relevant CDS Clearing Member or Sponsor has confirmed that it will clear any resulting transactions
of its Customer or Sponsored Principal (as applicable), (ii) solely for the purposes of participating in a
Primary CDS Auction, such Customer or Sponsored Principal has transferred to the Clearing House the
amount of EUR 7.5 million as a Direct Auction Participant Contribution in res pect of such Primary CDS
Auction (covering all Auction Lots therein), which may be applied and is returnable as set forth herein
and in the Rules, and (iii) such Customer or Sponsored Principal has entered into an agreement with the
Clearing House with respect to such Customer or Sponsored Principal's participation in the Primary CDS
Auction or Secondary CDS Auction in form and substance acceptable to the Clearing House, pursuant
to which, among other matters, such Customer or Sponsored Principal agrees tobe bound by these CDS
Default Auction Procedures as they apply to a Direct Participating Customer.

The term "Excess Successful Auction Lot Resources" means, for aan Auction Lot subject to a
Secondary CDS Auction, excess Auction Lot Resources fromone or more other Auction Lots (other than
Failed Auctionlots)in excess ofthe amount necessary to pay the amounts owed forall CDS Contracts
atthe Primary CDS Auction Clearing Prices or Secondary CDS Auction Prices (as applicable) for such
other Auction Lot(s).

[Different first page link-to-previous setting changed from on in originalto offin modified.]
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1.22

1.23

1.24

The term "Excus ed Non-Participating Bidder" means, with respect to aan Auction Lot:
(i) a CDS Clearing Member; or

(ii) a Direct Participating Customer,

that is (a) not subject toa Minimum Bid Requirement under paragraph 2.4 of Part 1 ofthese CDS Default
Auction Procedures orparagraph 2.4 of Part 2 of these Secendar-CDS Default Auction Procedures or
(b) does notpartlclpateln the m CDS Auction or Secondary CDS Auctlon (as apphcable) for such

does not meet the Pam%men@meﬂamm setoutin the relevant m%gmn
Specifications or Secondary CDS Auction Specifications.

The term"Failed Auction Lot" means aan Auction Lot subjecttoa Primary CDS Auction ora Secondary
CDS Auction that is treated as failed:

(i) for a Primary CDS Auction, in accordance with paragraph 5.6 of Part 1 of these CDS Default
AuctionProcedures; or

(i) for a Secondary CDS Auction, in accordance with paragraph 5.6 of Part 2 of these CDS Default
Auction Procedures.

The term "First CDS Auction" means the initial CDS Auction in respectofaan Auction Lot.

|5

132-The term "Minimum Bid Requirement" means, subject to paragraphs 2.4 and 2-62.5 ofPart 1 of
these CDS Default Auction Procedures, and subject to paragraphs 2.4, 2.5 and 2.7 of Part 2 of these
Secondary-CDS Default Auction Procedures, with respect to aan Auction Lot, the requirement for all

[Different first page link-to-previous setting changed from on in originalto offin modified.]
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E

E

CDS Clearing Members to Bid for a minimum notionalamount of CDS Contracts in such Auction ot
as determined by the Clearing House, in each case as the context so requires.

133-The term "Non-Bidding CDS Clearing Member" means a CDS Clearing Member, not being a

Defaulter, that chooses notto participate ordoes notsubmit ormake (oris deemed not to have submitted

ormade) a Bid in the relevant Primary CDS Auctionor Secondary CDS Auction efanyLet(except as
provided for in these CDS Default Auction Procedures) or that does not comply with any applicable

Minimum Bid Requirement for any Auction Lot.

1+34-The term "Non-Bidding Direct Part1c1pat1ng Cus tomer means a Direct Partlclpatlng Customer
that chooses not to participate ordoe ]
aBid in the relevant Primary CDS Auctlon or Secondary CDS Auction ef—an—y—l:e{—(except as prov1ded
for in these CDS Default Auction Procedures) or that does not comply with any applicable Mininum
Bid Requirement forany Auction Lot.

135-The term "PRI" means, with respect to aan Auction Lot, the sum equal to the Initial Margin
requirement applicable to the Open Contract Positions comprising such Auction Lot (exclusive ofthe so-
called "jump-to-default risk" component), determined by the Clearing House as ofthe mostrecent Initial
Margin cycle prior to the Primary CDS Auctionor Secondary CDS Auction (as applicable).

[Different first page link-to-previous setting changed from on in originalto offin modified.]
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=

=

136-The term "Replenishment Amounts" means amounts or assets of the Clearing House applied by
the Clearing House or other third parties applied to meet any shortfall, loss or liability (notbeing Cleanng
House Contributions, Loss Assets, Guaranty Fund Contributions or A ssessment Amounts).

137 The term "Rules" means the [CE Clear Europe Rules.

[

1+39-The term"Secondary CDS Auction" means+he, with respect to an Auction Lot, a secondary default
avetiensauction ofremaining CDS Contracts carried out in accordance with Rule 905(d)(i)(B) and Part
2 of these CDS Default Auction Procedures.

1+40-The term" Secondary CDS Auctlon Announcement—Gr-r—eu-Lar means a Cireularinrelationtothe

W thata Secondary CDS Auctlon is to take phce
in accordance with Rule-905¢d)cB)paragraph 2.7 of Part 2 of these CDS Default Auction Procedures.

+41-The term"Secondary CDS Auction Clearing Price" means, with respect to aan Auction Lotina
Secondary CDS Auction, theprice ofthe Bid at which thesumofthe notional amount of CDS Contracts
with equalor hrgherBrd-sM equals or 1s greater than the notlonal amount of CDS Contracts being
auctioned, bu

+42-The term "Secondary CDS Auction Participant” means, with respect to a Secondary CDS
Auction, each CDS Clearing Member thatis not a Defaulter and any Direct Participating Customer.

+43-The term "Secondary CDS Auction Priority" means the Secondary CDS Auction Priority GF
Sequence and the Secondary CDS Auction Priority AC Sequence.

1+44-The term "Secondary CDS Auction Priority AC Sequence" means, pursuant to Rule 908(i), the

followmg amounts, apphed in the followmg order Mw

eighting: (i) first, the CDS
Assessment Contrrbutlons of each Non—Blddlng CDS Clearlng Member , pro rata based on the relative
size of itstheir CDS Assessment ContributionContributions; (ii) second, the Subordinate Assessment
Contribution Tranche, pro rata frembased on the relative size of the Subordinate Assessment

Contributions-based-on-theirrelativesizeContribution of each CDS Clearing Member; (iii) third, the

Senior Assessment Contribution Tranche, pro rata based on the relative size of the Senior A ssessment

CentributiensContribution ofeach CDS Clearing Member; and (iv) fourth, any Replenishment Amounts

made available by the Clearing House at this level in the default waterfall.

[Different first page link-to-previous setting changed from on in originalto offin modified.]
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L46

2

+45-The term "Secondary CDS Auction Priority GF Sequence" means, pursuantto Rule 908(), the
following amounts, apphed in the followmg ordaww
) ighting: (i) first, the Auction
I_ot Guaranty Fund Contnbutlons of any Non—Blddmg CDS Clearlng Member; (i) second, the

Subordinate Guaranty Fund Tranche, pro rata fremthefor each CDS Clearing Member based on the
relative size oftheir Subordinate Guaranty Fund Contributions-based-ontheirrelativesize; (iii) third, the

Senior Guaranty Fund Tranche, pro rata for each CDS Clearing Member based on the relative siz of
thetheir Senior Guaranty Fund Contributions; (iv) fourth, the Clearing House CDS Contributions
Tranche.

146 The term"Secondary CDS Auction Specifications " means-SecondaryrCDS-AuctionSpecifications
n-theform-ofthetemplatesetoutin-AnnexA-tohas the meaning set out in paragraph 2.7 of Part 2 of
these CDS Default Auction Procedures.

147 The term "Senior Assessment Contribution" means, with respectto aan Auction Lot:

(1) foraCDS Clearing Member that is a Senior Bidder or Excused Non-Participating Bidder<etherthan
anElective CDS-AuetionParticipant)its, its Auction Lot Assessment Contribution;

(i) for a CDS Clearing Member that is a Split Bidder, a portion of its Auction Lot Assessment
Contribution determined pursuant to the following formula:

its Auction Lot Assessment Contribution multiplied by ((BP - Subordinate Threshold Price)/ PRI)
(iii) for aCDS Clearing Memberthat is a Subordinate Bidder, zero;

(iv) for a CDS Clearing Member that is a Defaulter, zero; and

solely in a Primary CDS Auction:

(v)in the case ofa Failed Auction Lot, foreach CDS Clearing Member thatis not a Defaulter, its Auction
Lot Assessment Contribution.

148-The term "Senior Assessment Contribution Tranche" means the aggregate of the Senior
Assessment Contributions of each CDS Clearing Member for all Auction Lots (other than Failed Auction
Lots undera Secondary CDS Auction).

1+49-The term "Senior Bidder" means, with respect to aan Auction Lot, a Primary CDS Auction
Participant whose BP forthe Auction Lot is more competitive than the Senior Threshold Price.

150-The term "Senior Guaranty Fund Contribution" means, with respect to aan Auction Lot:

(i) for aCDS Clearing Member that is a Senior Bidder or Excused Non-Participating Bidder{etherthan
g patng
anElective CDS-AuectionParticipant)its, its Auction Lot Guaranty Fund Contribution;

(i) for a CDS Clearing Member that is a Split Bidder, a portion ofits Auction Lot Guaranty Fund
Contribution determined pursuant the following formula:

its Auction Lot Guaranty Fund Contributionmultiplied by ((BP — Subordinate Threshold Price)/ PRI)
(iii) for aCDS Clearing Memberthat is a Subordinate Bidder, zero;
(iv) for a CDS Clearing Member that is a Defaulter, zero; and

solely in a Primary CDS Auction:
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J

|

(v)in the case ofa Failed Auction Lot, foreach CDS Clearing Member thatis not a Defaulter, its Auction
Lot Guaranty Fund Contribution;

(vi) for a Direct Participating Customer that is a Senior Bidder or Excused Non-Participating Bidder

(otherthananElective CDS AuctionParticipant), Zero;

(vii) for a Direct Participating Customer that is a Split Bidder, a portion ofits Auction Lot CDS Direct
Auction Participant Contribution determined pursuantto the following formula:

its Auction Lot CDS Direct Auction Participant Contribution multiplied by ((BP — Subordinate Threshold
Price) / PRI)

(viii) for a Direct Participating Customer thatis a Subordinate Bidder, zero; and

(i¥) in the case of a Failed Auction Lot, for each Direct Participating Customer, its Auction Lot CDS
Direct Auction Participant Contribution.

1+531-The term "Senior Guaranty Fund Tranche" means the aggregate of the Senior Guaranty Fund
Contributions of each CDS Clearing Member (other than Failed Auction Lots under a Secondary CDS
Auction) forall Auction Lots.

152 The term"Senior Threshold Price" means, with respectto aan Auction Lot, an amount (expressed
in EUR, with a negativenumber meaning an amount payable by the Clearing House) equal to AP minus
Y2 ofthe PRI. Solely for purposes ofthe calculation ofthe Senior Threshold Price, AP will be the Prinary
CDS Auction Clearing Price or Secondary CDS Auction Clearing Price (as applicable) that would have
been determined with respectto 100% ofthe Auction Lot (or, in respect ofa Primary CDS Auction, the
applicable fill percentage) originally proposedto be auctioned, evenifthe actual Primary CDS Auction
Clearing Price or Secondary CDS Auction Clearing Price (as applicable) is ultimately determined based
on only a portion of such Auction Lot pursuantto paragraph 5.6 of Part 1 ofthese CDS Default Auction
Procedures or paragraph 5.6 of Part 2 of these CDS Default Auction Procedures.

133-The term" Split Bldder" means, with respect to aan Auction Lot, a Primary CDS Auction Participant
whose BP for the Auction Lot is between the
Senior Threshold Price and the Subordinate Threshold Price (inclusive).

1.54-The term "Subordinate Assessment Contribution" means, with respectto aan Auction Lot:

(i) for aCDS Clearing Memberthat is a Subordinate Bidder, its Auction Lot Assessment Contribution;

(i) for a CDS Clearing Member that is a Split Bidder, a portion of its Auction Lot Assessment
Contribution equal to its Auction Lot Assessment Contribution minus its Senior Assessment
Contribution;

(iii) for a CDS Clearing Member that is a Senior Bidder or Excused Non-Participating Bidder<etherthan
anElective CDS AuctionParticipant), zero;

(iv) for a CDS Clearing Memberthat is a Defaulter, all its available Assessment Contributions;and

solely in a Primary CDS Auction:

[Different first page link-to-previous setting changed from on in originalto offin modified.]
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2

(v) in the case ofa Failed Auction Lot, foreach CDS Clearing Member that is nota Defaulter, zero.

155 -The term "Subordinate Assessment Contribution Tranche" means the aggregate of the
Subordinate Assessment Contributions ofeach CDS Clearing Member for all Auction Lots (other than
Failed Auction Lots undera Secondary CDS Auction).

1+:56-The term " Subordinate Bidder" means, with respect to aan Auction Lot, a Primary CDS Auction

PaﬁlClpantwmgmwhm BP for the AmIanot is less
competitive than the Subordinate Threshold Price-o+an o Bid

Elective CDS AuctionParticipant.

+-57-The term " Subordinate Guaranty Fund Contribution" means, with respect to aan Auction Lot:

(i) fora CDS Clearing Member that is a Subordinate Bidder, its Auction Lot Guaranty Fund Contribution;

(i) for a CDS Clearing Member that is a Split Bidder, a portion ofits Auction Lot Guaranty Fund
Contribution equal to its Auction Lot Guaranty Fund Contribution minus its Senior Guaranty Fund
Contribution;

(iii) fora CDS Clearing Member that is a Senior Bidder or Excused Non-Participating Bidder-etherthan
anElective CDS AuctionParticipant, zero;

(iv) for a CDS Clearing Member that is a Defaulter, all its available CDS Guaranty Fund Contributions;
and

solely in a Primary CDS Auction:
(v) in the case ofa Failed Auction Lot, foreach CDS Clearing Member that is nota Defaulter, zero;

(vi) fora Direct Participating Customer thatis a Subordinate Bidder, its Auction Lot CDS Direct Auction
Participant Contribution;

(vii) for a Direct Participating Customer that is a Split Bidder, a portion ofits Auction Lot CDS Direct
Auction Participant Contribution equal to its Auction Lot CDS Direct Auction Participant Contribution
minus its Senior Guaranty Fund Contribution;

(viii) for a Direct Participating Customer thatis a Senior Bidder or Excused Non-Participating Bidder

stherthonanldectire COE A wedonRarieizent, zero; and
(ix) in the case ofa Failed Auction Lot, for each Direct Participating Customer, zero.

158-The term "Subordinate Guaranty Fund Tranche" means the aggregate of the Subordinate
Guaranty Fund Contributions of each CDS Clearing Member (other than Failed Auction Lots under a
Secondary CDS Auction)and, in respect ofa Primary CDS Auction, Direct Participating Customer, for
all Auction Lots.

159 The term "Subordinate Threshold Price" means, with respect to aan Auction [.ot, an amount
(expressed in EUR, with a negative number meaning an amount payable by the Clearing House) equal
to (A) AP minus (B) 1.5 multiplied by the PRI. Solely forpurposes ofthe calculation ofthe Subordinate
Threshold Price, AP will be the Primary CDS Auction Clearing Price or Secondary CDS Auction
Clearing Price (as applicable) that would havebeen determined with respectto 100% ofthe Auction Lot
(or, in respectof a Primary CDS Auction, the applicable fill percentage) originally proposed to be
auctioned, even ifthe actual Primary CDS Auction Clearing Price or Secondary CDS Auction Clearing
Price is ultimately determined based on only a portion of such Auction Lot pursuant to paragraph 5.6 of
Part 1 ofthese CDS Default Auction Procedures or paragraph 5.6 of Part 2 ofthese CDS Default A uction
Procedures.
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L62  160-The term "Winning Bid",_for an Auction [ot, means a Bid which results in the entry into a CDS
Contract or CDS Contracts at the Primary CDS Auction Clearing Price or Secondary CDS Auction
Clearing Price (as applicable), determined in accordance with paragraph 5.4 of Part 1 of these CDS
Default Auction Procedures or 5.4 of Part 2 of these CDS Default Auction Procedures (as applicable).

L63  161-Theterm"Winning Bidder",ofan Auction [ot, means therelevanta CDS Clearing Member whose
Bid is thea Winning Bid (for one of its Proprietary Aceeunt-itsA ccounts or Customer AceountAccounts
for the account of theany relevant Customer, ex—tsincluding Individually Segregated Sponsored
AeeountAccounts for theaccount of theg Sponsored Principal for which it acts as Sponsor, as applicable).
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=

174  1.62Capitalised terms used, but not defined, in these CDS AuetionsDefault Auction Procedures shall
have the meanings given to themin the Rules, CDS Procedures, Finance Procedures or CDS Standard
Terms as applicable, and in the order of priority specified in Rule 102(f) in the eventandto theextent of
any conflict.

=

1.63-In these CDS Default Auction Procedures, the term'CDS Clearing Members'shallbe construed to
exclude any CDS Clearing Member that is a Defaulter and theterms 'Sponsor' and 'Sponsored Principal
shallbe construed to exclude any Sponsor or Sponsored Principal that is a Defaulter.
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1.1

1.2

PART 1 - PRIMARY CDS AUCTIONS

INTRODUCTION

Part 1 of these CDS Default Auction Procedures govern the auctioningofone ormore Auction Lotsin

one ormore Primary CDS Auctions, representing CDS Contracts to whicha Defaulteris or was a party,
where such auctlon is admlnlstered by the Clearlng House pursuant to Rule 905(b)(1) Ihese—GDS

Part 1 of these CDS Default Auction Procedures shallapply to every Primary CDS Auction conducted
by the Clearing House pursuant to Rule 905(b)(i). However, they may be modified or supplemented for
any particular Primary CDS Auction pursuantto the relevant Primary CDS Auctlon Spe01ﬁcat10ns as set
out in paragraph 2:6;s4 ulta ay SIEE! 3 ¥

»

21

22

23

24

+4-References in this Part 1 ofthe CDS Default Auction Procedures to paragraph numbers shall be to
paragraphs in this Part 1, unless otherwise stated.

THE AUCTION PROCESS

Any Primary CDS Auctions of CDS Contracts to which a Defaulter is or was party will take place after
the Clearing House has issuedamade a Primary CDS Auction Announcement Girewlarto CDS Clearing
Members. TheClearing House will provide such advance notice as it determines is reasonable under the
circumstances (but in any event at least one hour) to CDS Clearing Members prior to the Primary CDS
Auction.

Eacl . - . . . bli A
Clearmg Member is requlred to Bid in every m CDS Auctlon and for es.cepf@;LAu—_chn Lotina
Primary CDS Auction regardless of whether such CDS Clearing Member is at the time of the Primary

CDS Auction a party toany CDS Contract, has served a notice oftermination for which the Termination
Date has notyet passed orisina Coohng—off Period, except as pr0V1ded herem-a-nd—u-nless—ttsmembershap

member—w—ﬂl—net—be—a—@DS—Aruetleﬂ—Pam%am Each CDS Cleanng Members Minimum B1d
Requirement will be determined pro rata based on its CDS Guaranty Fund Contributions as compared

to the CDS Guaranty Fund Contributions of all non-defaulting CDS Clearing Members, subject to
paragraphs 2.4 and 5.7 below. The sumtotal of the CDS Clearing Member'sMembers' Minimum Bid
Requirements may be set to an amount greater than 100% (but no greater than 150%) of the notional
amount ofthe CDS Contracts in the relevant Auction Lot as may be determined by the Clearing House
from time to time, in consultation with the CDS Default Committee.

A CDS Clearing Membermay Bid forthe accountofa Customeranda Sponsor may Bid for the account
ofa Sponsored Principal, subjectto paragraph 3-73.8. References toa CDS Clearing Member here shall
include, where necessary, in respectofan Individually Segregated Sponsored A ccount, a reference to the
Sponsorand Sponsored Principal actingjointly in respectofsuch Account.

Where applicable, each Primary CDS Auction Participant's Minimum Bid Requirement in respect of a
partlcularAu_c_t]anot shall be communlcatedto it 1nd1V1dually by the Clearlng House through the DMS
] ANs a ) at 3 ] 1se) as soon as practicable
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2.5

prior to the relevant Primarv CDS Auctioninth

fothene CRE Dol Anston-Procedusas, A Mlmmum B1d Requrrement sha]l not apply to a m
CDS Auction Participant for a particular Auction Lot: (a) to theextentsuch a Minimum Bid Requirement
would be in breach of Applicable Law or the Rules; (b) to the extent that a self-referencing CDS as
des cr1bed1n paragraph -I-Oéll.ﬁ of the CDS Procedures would arise froman accepted Bid; or(c) where

Primary CDS Auction Priority asif w Clearmg Memberthat s0
trans fers or outsources its M1n1mumB1d Requlrement toan Afﬁhate remams—hable—feran*breaeh—by%s

The Clearing House may, in consultation with the CDS Default Committee, divide the portfolio of a
Defaulter into one or more Auction Lots as it considers appropriate. The Clearing House may at its
discretion determine which particular CDS Contracts or packages of CDS Contracts are to be the subjects
of a particular Auction Lot and may establish Auction Lots by selecting by way of CDS Contract Set or
generic type (e.g. indices, single names or by sector). The Clearing House may combine contracts with
different currencies in the same Auction Lot. In thesecircumstances, Primary CDS Auction Participants
must still provide Bids in a single currency, being that specified in the relevant Primary CDS Auction
Specifications. Payment obligations resulting from the Primary CDS Auction will be in the specified
currency. In creating any such Auction Lots, the Clearing House will consider if CDS Contracts that
provide sarginsMargin offsets for one another in the normal margining methodology of the Clearing
House should be retained in thesame Auction Lot. Itis expectedthat the Clearing House will create one
or more separate Auction Lots consisting of CDS Contracts for which ene-ormereany CDS Clearing
Members isare excused froma Minimum Bid Requirement under paragraph 2.4. The Clearing House
may, in consultation with the CDS Default Committee, conduct Primary CDS Auctions; and auction
Auction Lots withinany-CDS-Auetion-in such order as it considers appropriate; provided that within
any Primary CDS Auction the Clearing House will use reasonable efforts to auction all Auction Lots of

a Defaulter’s portfolio at the same time. Prior to the—publication-ofaa Primary CDS Auction
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Announcement Cirewlar-or the circulation of the Primarv CDS Auction Specifications, the Clearing
House may have engagedin close-out or hedging trades or other transactions in respect ofthe portfolio
of a Defaulterin accordance with Part 9 of the Rules. In exercising its discretion under this paragraph
2.5, the Clearing House, in consultation with the CDS Default Committee, shall consider, wherever
possible, taking into account the Clearing House's margining methodology and margisMargin
requirements applicable to CDS Clearing Members and Sponsored Principals, including within each
Auction Lot of CDS Contracts, any CDS Contracts which have been offset for the purposes of calculating
the Defaulter's marginMargin requirements.

In respect of each Auction Lot, the Clearing House will provide each Primary CDS Auction Participant (ether
thanDefaultersywith information about CDS Contracts to be auctioned, timing forthe Bidding process,
participation criteria, and, without prejudice to paragraph 2.4, any applicable Minimum Bid

Requlrements a-n-)umn-mum-eﬂqqaamm—ﬁesa&e—p%e—and other matters m—m*—n-t—m-g—m—t—h%—femqa-t—ef

Spec1ﬁcat10nsg such QDSAuemﬂ—SpéekﬁeaﬂensM to be prov1ded with such advance notice
as the Clearing House determines is reasonable under the circumstances (butin any event at least one
hour) prior to the Primary CDS Auction. The Primary CDS Auction Specifications may include
amendments or additions to any provision of these CDS Default Auction Procedures or may disapply
any provision of these CDS Default Auction Procedures (provided that Primary CDS Auction
Specifications may not modify or disapply any provision of the Primary CDS Auction Priority or
otherwise be inconsistent with the Rules). In theevent ofany conflict between the Primary CDS Auction
Specifications and this Part 1 of these CDS Default Auction Procedures in respect of any particular
AuctionLot, the Primary CDS Auction Specifications shall prevail.

2.6 If any Person which has been provided a-copy-ofanywith the Primary CDS Auction Specifications
believes that hedoes not satisfy any ofthe specified participation criteria, he should contact the Clearing
House as soon as practicable, and, if the Clearing House agrees that such Person does not satisfy the
criteria, he shallrefrain from Bidding forthe relevant Auction Lot. The Clearing House may restrict any
such Person's access to Primary CDS Auctions if it determines that aguch Person does not satisfy the
specified participation criteria. The Clearing House may update or correct any details in the Primary
CDS Auction Specifications at any time prior to the commencement of Bidding in the relevant Primary
CDS Auction.

2.7 The requirements applicable to a Direct Participating Customer will not apply to any other Customers of
CDS Clearing Members, for whose account a CDS Clearing Member may submit a Bid in an auction.
Equally, the requirements applicable to a Direct Participating Customer will not apply to any other
Sponsored Principals for which a Clearing Member acts as Sponsor and for whose account the Clearing
Member may submit a Bid in an auction. A CDS Clearing Member's Bid fosin respectofone of its
Proprietary AeceeuntAccounts or Customer AeeeuntorAccounts (including, in respect ofa Sponsored
Principal for which it acts as Sponsor, Individually Segregated Sponsored AeeountAccounts), will count
towards its Minimum Bid Requirement. Bids made by a Direct Participating Customer will not count
toward the MinimumBid Requirement ofany CDS Clearing Member or Sponsoracting for such Direct
Participating Customer. Each Direct Participating Customer and-Elective-CDS-AuctionParticipantin-a
CDS-Auetionwill have a Minimum Bid Requirement equalto 1% of the relevant Auction Lot and may
Bid for up to 100% ofal-Lotsthe Auction [of.

2.8 Primary CDS Auction Participants shall be treated equally as regards the provision of information
relating to Primary CDS Auctions by the Clearing House. Any Person (including any CDS Clearing
Member, Customer, Sponsor, Sponsored Principal or Direct Participating Customer) who receives any
information in connection witha Primary CDS Auction or possible Primary CDS Auctionshall hold such
information in confidenceand in accordance with the Rules, and shallnot disclose it to any other Person
except where such disclosure is made: (i) with the prior written consent ofthe Clearing House; (ii) to a
Regulatory Authority or Governmental Authority where a request is formally made to the Person by or
on behalf of the same or pursuant to Applicable Law in writing, provided that the Person making such
disclosure notifies the Clearing House of its disclosure where it is lawful to do so; (iii) pursuant to an
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29

2.10

orderofa competentcourt or other Governmental Authority or otherwise to such other Persons, at such
times and in such manner as may be required by Applicable Law, provided thatthe Person making such
disclosure notifies the Clearing House ofits disclosure where it is lawful to do so; or (iv) in the case of
a CDS Clearing Member or Sponsor, to a Customer or Sponsored Principal where such Customer or
Sponsored Principal has expressed his interest in participating in the Primary CDS Auction andis subject
to a duty of confidentiality similar to that set out in this paragraph 2.8. For the avoidance of doubt,
nothing in the foregoing paragraph shall prevent Primary CDS Auction Participants from disclosing
information to counsel forthe purposes of obtaining legaladvicein circumstances where a professional
duty of confidentiality arises.

durmg the t1me wmdow and prior to the Glesmnggm Time spemﬁed by the Cleann g House n
the relevant m CDS Auction Spemﬁcatlons Mmmwmm

The Primary CDS Auction will proceed pursuantto a'sealed bid' process whereby therelevant Primary
CDS Auction Participants will be asked to submit Bids for the Le].exanLAch_mn Lotora partlcu]ar

Spe01ﬁcat10ns may specify aminimum Bid size. Any Bid below any specified minimum Bid size thatis
accepted bythe DMS in error will be nulland void unless the Clearing House, in its absolute discretion,
determines otherwise.

E

3.1

32

33

m CDS Auctlon—Speel-ﬁeat-lens the Cleanng House W111 notify Primary CDS Auction

Participants to inform them either: (i) that there-werethe Primary CDS Auction has successfully taken
M Winning Bidders andthatsuch-Bidders-have been notlﬁed or (11) that M

Do E

213-A Winning Bidder (or its CDS Clearing Member, Sponsor or Sponsored Principal, if applicable)
may be required to post additional Margin as and when required in accordance with the Clearing
Hoeuse'sHouse’s margin methodology and procedures.

THE BIDDING PROCESS

A Primary CDS Auction Participant will make Bids for each Auction Lot in a Primarv CDS Auction
which, as a minimum, comply with any applicable Minimum Bid Requirement notified toit. Any failure
to comply with an applicable Minimum Bid Requirement shall have the consequences set forth herein
butshallnot itself constitute an EventofDefault undertheRules. The Clearing Houseis not obliged to
solicit Bids from Primary CDS Auction Participants other than notifying Primary CDS Auction
Participants ofany applicable Minimum Bid Requirement. The Clearing House shall be entitled to use
CBS-Direct Auction Participant Contributions in connection with a Primary CDS Auction as set forth
herein and in the Rules.

With respectto each Primarv CDS Auction, the Clearing House will determine the Auction L ot Guaranty
Fund Weighting for eachthe Auction Lot.

The order of application of CDS Guaranty Fund Contributions and Assessment Contributions shall be
modified if there is a CDS Default Auctionas setoutin Rule 908(i). The Primary CDS Auction Priority
established for a Primary CDS Auction will apply to all CDS Guaranty Fund or CDS Assessment
Contributions ofnon-defaulting Clearing Members to be applied under Part 9 of the Rules with respect
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34

35

3.6

3.7

3.8

to all m.Lc_tm_n Lots compnsmg such m CDS Auction in the aggregate&s_mm

Following the conclusion ofthe default procedures in accordance with Part 9 of the Rules, any unused
CDS-Direct Auction Participant Contributions will be returned to the relevant Direct Participating
Customer.

Notwithstanding anything to the contrary herein, a Non-Bidding CDS Clearing Member with respect to
anyan Auction Lot, ora Non-Bidding Direct Participating Customer with respectto anyan Auction Lot;
will be treated as such for purposes hereof with respect to alletsthat Auction Lot in the relevant Primary
CDS Auction, regardless of whether it would otherwise have been a Senior Bidder, Excused Non-

Participating Bidder or Subordinate Bidder for any other Auction Lot in anyother Primary CDS Auction.

The Auction Lot CDS Direct Auction Participant Contributionofa CDS Direct Participating Customer
that is a Senior Bidder for that Auction Lot will not be applied pursuant to the Primary CDS Auction
Priority. Following the conclusion ofthe default procedures in accordance with Part 9 ofthe Rules, with
respect to a Primary CDS Auction, any unused €BS-Direct Auction Participant Contributions will be
returned to the relevant CDS Direct Participating Customer.

For the avoidance of doubt, if a Primary CDS Auction fails in respect ofall-Letstheentire Auction Lot,
no Primary CDS Auction Priority will be established for that Primarv CDS Auction andameuntswillbe
charged-to-thefor that Auction Lot and CDS Guaranty Fund Contributions shall be applied as set forth
under theRulesRule 908 unamended by Rule 908(1), until the completion ofa subsequent Primary CDS
Auction under these CDS Default Auction Procedures, ifany (which subsequent Primary CDS Auction

shall establish a new Primary CDS Auction Pﬂorltygwww

A Primary CDS Auction Participant may submit multiple Bids for each Auction Lot, or (if it is a CDS
Clearing Member) a percentage of each Auction Lot, in a particular LetPrimary CDS Auctiononits own
account or forthe account ofa Customer, provided that such Primary CDS Auction Participant ensures
that all of'i 1ts BldS whether forits account or forthe account of'its Customersw

ww@ are subnntted in the same B1d F—elthuhms_sm_n or othervwse
as specified in the Primary CDS Auction Specifications. A Bid made by a Primary CDS Auction
Participant by, for, or on behalfofa Customershallbe identified as such and such Bid shall be treated
as a Bid for the relevant Customer Account. A Bid made by, for, oron behalfofa Sponsored Principal
or by a Sponsorin such capacity shall be identified as such and treated as a Bid for the relevant
Individually Segregated Sponsored Account. A CDS Clearing Member can satisfy its Minimum Bid
Requirement by submitting multiple Bids with differing Bid prices and Bid sizes provided that, in
aggregate, its submitted Bids equal or exceed the MinimumBid Requirement and any individual Bid is
equalto orlargerthan any applicable minimum Bid size.
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3.9

All the requirements of the Rules concerning the provision of information to the Clearing House,
including in Rule 106 and Part 2, apply in respect ofthe submission of Bids by a Primary CDS Auction
Participant.

3.10

312

313

3.14

315

4.

4.1

3-4-A Bid must be in respectofall CDS Contracts ora percentage ofallCDS Contracts in the relevant
Auction Lot. Any partial Bids, such as Bids which specify a particular CDS Contract, will be invalid
and void. With respect to a particular Auction Lot, no Primary CDS Auction Participant is permitted to
Bid, in aggregate, in excess of the notional amount of CDS Contracts being auctioned in such Auction
Lot.

342-No Primary CDS Auction Participantmay make a referential Bid (e.g. a Bid which purports to be a
Bid which is €1 higher or lower than the highest or lowest Bidder) or make a Bid that is subject to
conditions. Any suchBid will be treated as invalid and void and the Primary CDS Auction Participant
will be treated as if it had ehosennot toparticipatemade such Bid.

3.13-A Primary CDS Auction Part101pant may amend or modlfy a submltted Bid by resubmlttmg its entire
Bid

Clearing House). In the event a B1d F—eq:mSu_bms_sm is resubmltted w1th any amendments or
modifications, the Clearing House will disregard any previous Bid EesmSubmission submitted by such
Primary CDS Auction Participant and any such previous Bid EesmSubmission will be null and void.
Afterthe ClesingBidding Close Time, all submitted Bid Eerms Submissions are irrevocable providedthat
if the Clearing House is satisfied, upon the request ofa Primary CDS Auction Participant, thata genuine
mistake has beenmade in the subrr11551onofa B1d the Clearlng House rnay, atits own discretion, pepmt

at all for purposes ofthese CDS Default Auction Procedures and the Primary CDS Auction Participant
will be treated as if it had ehesennot toparticipatemade such Bid.

314-Fach Bid will be deemed to have been submitted at the time it is recorded as being received by the
Clearing House. Except as provided in paragraph3-433.12, any Bid received after the ClesingBidding
Close Time will be treated as invalid and void and the Primary CDS Auction Participant will be treated
as if it had ehesennotto-participatemadesuch Bid.

315-Any Bid that does not comply with the requirements ofthese CDS Default Auction Procedures or
the Primary CDS Auction Specifications will be treated as invalid and void. Bids so invalidated will not
be counted toward a Primary CDS Auction Pastieipant'sParticipant’s Minimum Bid Requirement and the

Primary CDS Auction Participant will be treated as ifit had ehesennot teparticipatemadesuch Bid.

316-Any CDS Clearing Member that is a Defaulter will be ineligible to participate in a Primary CDS
Auction relating to another Defaulter's Contracts and will be treated for purposes of the Primary CDS
Auction Priority as ifit had ehesennotte-participatemadesuch Bid. Neitherany CDS Clearing Menber
that is a Defaulter nor any Spesaseractingfora-Sponsored Principal that is a Defaulter may participate
in an auction of’its own Contracts.

PARTICIPATION BY CUSTOMERS AND SPONSORED PRINCIPALS IN THE AUCTION

A CDS Clearing Member may make anunlimitednumberofseparate Bids in respect of its Customers
for whom it acts as Clearing Member or Sponsored Principals forwhomit acts as Sponsor (in addition

to any Bids forits Proprietary Accounbin-accordance-with-paragraph3-7A ccounts), in the same way as
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42

A CDS Cleanng Member must have all due approval consent or authorlsatlon fromits Customer or
Sponsored Principal to make the relevant Bid. Each CDS Clearing Member that makes Bids on behalf
of a Customer or Sponsored Principal (other than a Direct Participating Customer) represents,
acknowledges and agrees thatsuch Customer or Sponsored Principal will be subjectto the restrictions of

paragraph 2.8 with respectto any information provided to such Customer or Sponsored Principal in
connection with the Primary CDS Auction.

A CDS Clearing Member shallbecome liable for the entry into of CDS Contracts resulting fromthe Bids
made on behalf of a Customer including any Direct Participating Customer that is its Customer i the
same way as it is liable forand becomes party to other Customer A ccount eentractsContracts or contracts
entered into otherwise for Customers pursuant to the Rules. A CDS Clearing Member shall become
liable as Sponsor forthe gntry into of CDS Contracts resulting fromthe Bids made for, by or on behalf
ofa Sponsored Principal (including any Primary CDS Auction Participantthatis a Sponsored Principal)
in the same way as it is liable forand becomes party to other CDS Contracts recorded in an Individually
Segregated Sponsored A ccount.

44

5.1

52

53

The Clearing House reserves the right to verify any Bid to ensure such Bid will be cleared by a CDS
Clearing Member or Sponsor and reserves the right to invalidate a Bid where the Clearing House
reasonably believes that such Bid, if accepted, would not be cleared by a CDS Clearing Member or
Sponsor (notwithstanding paragraph 4.2) or that such Bid would be in breach of any position limits or
otherriskpolicies implemented by the Clearing House pursuant tothe Rules. Any such invalidation will
be made prior to the notifications madepursuantto paragraphs 2422.11 and 5.8. Bids so invalidated will
not be counted toward a CDS Clearing MembersMember’s MinimumBid Requirement and the Primary
CDS Auction Participantwill be treated as if it had chesennettoparticipatemade such Bid.

SELECTION OF THE WINNING BID

The Clearing House's primary goalin respect ofa Primary CDS Auction will be to conducta successful
and competitive Primary CDS Auction. For purposes hereof, a Primary CDS Auction with respect to agn
Auction Lot will be successfulif it is fully allocated to Winning Bidder(s), without using more default
resources than are available under the Rules and appropriate given market conditions, considering all
relevant factors, including the Defaulter's available funds, the anticipated rate of consumption of the
Defaulter's available funds, the effectiveness of hedging on the Primary CDS Auction portfolio, the
anticipated market depth for the CDS Contracts in the Defaulter's portfolio, the relationship of the risk
profile of the Auction Lot to the Defaulter's aggregate portfolio, Available Defaulter Resources, the
characteristics ofthe Bids received (including the distribution of Bids, increments between Bids and the
consumption of default resources at different potential clearing Bid levels and auction fill levels) and
otherrelevantmarket characteristics and conditions.

The Clearing Housemay, at its discretion but giving due considerationto the CDS Default Managenent

Policy, set any minimum reserve price and/or any maximum reserve price (which in either case may not
be disclosed toany Bidders).

The Clearing House may at its discretion, in consultation with the CDS Default Committee, withdraw

aan Auction Lot prior to orafierthe ClesingBidding Close Time.
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54

Promptly after the ClesingBidding Close Time for aan Auction Lot, the Clearing House will sort Bids
submitted to it in the order ofthe Bid price (the price Bid perpereentage-unit of notionalamount). The
Bids will be ordered sequentially, starting with the highest Bid price and ending with the lowest Bid
price. Unless paragraph 5.6 applies, the Auction Lot will be allocated in full to bidsBids at orabove the
Primary CDS Auction Clearing Price. The Primary CDS Auction Clearing Price is payable either, by the
Clearing House to the Primary CDS Auction Participantorits CDS Clearing Member, or to the Clearng
House by them CDS Auctlon Partlclpant orits CDS Clearmg Member, as appllcable._ln_thﬂ_em

B1d is also mvahd or V01d orno CDS Contract is estabhshed w1th the m CDS Auctlon Participant
(or, if applicable, its CDS Clearing Member) submitting any Bid for any reason, such Bid will not be
accepted and the Primary CDS Auction Participant will be treated as if it had ehosennot to
participatemade such Bid.

Examples ofhow the Primary CDS Auction Clearing Price is calculated are set outbelow, for illustrative

purposes only:

Example 1
Note in these examples a negative Bid indicates a paymentby the Clearing House Unl
niess
RankingPri | Cashls All | BidSize(% of | Cash/1BidPrice Size xPrice Allocation| Paragraph
ceRank | or Nothing | PertfelioAucti of | S-0applis,
Bid on Lot) 100%) PortfolioA] ¢ Omary
— Lot| €DS
= || Auction
Clearing
€20.000 209 €1,000 209
000No % 1060100000 €20,000 A)/ Prie will be
0, 0 -
€0No 30% €0 €0 30/0/ €120.0012.0
: % : (€2.500000) 5% | e
€2:500,000 (€100,00010,000,0 0 o
No 00) L&% -
llocated in
. 25% - 25% | 2
€3,000,000 i (€120.00012,000,0 — " | fulltobids
’NQ’ ; 00) ator above
NO the Primary
NO Price.
No - 40%(€15,000.000) - 0%
€6,000,00040 (€456:0006,000,000)
%
- 50% - (€£7.750,000) 0%
€4750:000 (€155;00015,500,0
No 00)
- 40% - (£6.400,000) 0%
o fu i (€160,00016,000.0
No Q0)
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Unless
paragraph
5.6 applies,
the Primary
CDS
Auction
Clearing
Price will
be-
€120.0012,
000,000/4%

Portfolio]0
0%,
AuctionLot
will be
allocated in
full to bids
1,2 and 3
and
allocated in
partto bid
4.

9 No - 20%(€16.500,000) - 0%
€3;300,00020 (€465:0003,300,000)
%
10 No - 20%(€215.000,000 - 0%
200000020 ) (€2-150,00043,000.0
% 00)
Example 2
RankingP | Cashls All | BidSize (% Cash/Bid Price Size xPrice Allocation
rice Rank or of % of
Nothing | PertfelicAuc 100%) PortfolioAuc
Bid tion Lot) tion Lot
1 €20.000No 20% €1,000100,000 €20.000 20%
2 £0No 30% €0 €0 30%
3 - 25% - (€2.500.000) 25%
€2:500.00 (€106;00010,000,00
ONo Q
4 - 30% - (€3,600,000) 25%
€3;600,00 (€120,00012,000,00
ONo )]
5 - 30% - (€3.900,000) 0%
€3;900,600 (€£136,00013.000,00
ONo )]
6 - 35% - (£5.250,000) 0%
€5:230,00 (€150,00015,000,00
ONo Q
7 - 50% - (£7.750,000) 0%
€4450:60 (€£1455;00015.500,00
ONo 0]
8 - 40% - (£6.400,000) 0%\
€6-400-00 (€160:00016,000.00
ONo Q
9 - 20% - (€3.,300.000) 0%
€3;:300,00 (€165,00016,500,00
ONo )]
10 No 20% - 20%(€43.,000, - 0%
(€43;000,000215,00 000) €2:1500
0.000) 00
Example 3
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Unless
paragraph
5.6 applies,
the Primary
CDS
Auction
Clearing
Price will
be -
€120,0012,
000,000/4+%
Portfolie]0
0%.
Auctionlot
will be
allocated in
full to bids
1,2 and 3.
Bids 4(1)
and 4(2)
will receive
a pro rata
share ofthe
remaining
PorttolicAu
gtion Lot

RanlkingPr | Cashls All | BidSize (% Cash/BidPrice Size x Price Allocation %
iceRank | orNothing of (Payment per 100%) of
Bid PortfolioAuct PortfolioAuct
ion Lot) ion Lot
1 €20,000No 20% €4600100,000 £€20.000 20%
2 €0No 30% €0 €0 30%
3 - 25% -(€100,60010,000,000) (€2.500,000) 25%
€2.500.000
No
4(1) - 30% ~(€420,00012.000,000) (€3.600.000) 12.5%
€3.600.000
No
4(Q2) 8 30% -(€120,60012,000,000) (£3.600,000) 12.5%
€3.600.000
No
6 - 30% ~(€1306,60013,000,000) (€3.900.000) 0%
No
7 - 35% -(€456,00615.000,000) (€5.250,000) 0%
€5250.000
No
8 - 50% -(€155;60015.500,000) (£7.750,000) 0%
€7.750.000
No
9 - 40% -(€460,00016.000,000) (£6.400,000) 0%
€6,400.000
No
10 No 20% - 20 - 0%
(£3;306,00016.500, | % | (£465,0003.300,
000) 000)
Example 4
P ATl BidSize (% of | BidPrice(P SiZexPr Tlocafion %
1 No 20% €100.000 £€20.000 0%
2 No 30% € €0 0%
2 Yes 100% (€3.000,000) (€3.000,000) 100%
4 No 25% (€10,000,000) (€2.500,000) 0%
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40% (€16,000.0000 | (€6.400.000)
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5.6

Al CDS Contracts shall be allocated to winning CDS-AuctionParticipants-at theWinning Bidders at the

Primary CDS Auction Clearing Price in a fair and consistent manner and in accordance with the Bid sze

used in the calculatlonofthe m CDS Auction Clearlng Price. MM

Mm& Inthe event thatthere are multlple S.‘LandaIdBLds_and_nQ
All orNothing Bids at the Primary CDS Auction Clearing Price, to theextent there is a shortfallof CDS
Contracts being available, CDS Contracts shall be allocated pro rata according to the notional amount
of CDS Contracts for which the relevant Primary CDS Auction Participants Bid forat the relevantprice,
unless the Clearing House determines otherwise pursuant to any risk policies implemented by the

Clearing House pursuant to the Rules. MMM

apphcable minimumreserve price, above any apphcable maximum reserve pnce orinvalidated pursuant
to paragraph3.12,3.13, 3.14, 3.15, 4.4 or5.4 or Bids that the Clearing House determines, in consultation
with the CDS Default Committee, would be inconsistent with the considerations set forth in paragraph
5.1, may, at the discretion ofthe Clearing House be excluded for the purposes of calculating the Primary
CDS Auction Clearing Price, allocating CDS Contracts at the Primary CDS Auction Clearing Price or
determining whether a CDS Clearing Member has met the Minimum Bid Requirement unless the
Clearing House, in its discretion, decides otherwise and, ifso, the Primarv CDS Auction Participant will

be treated as ifit had ehesennot teparticipatemadesuch Bid.

The Clearing House may, in the EirstPrimary CDS Auction atits discretion, in consultation with the CDS
Default Committee, (i) determine the Primary CDS Auction Clearing Price for such Auction Lot for less
than 100% of the notional amount of the CDS Contracts if, in the reasonable determination of the
Clearing House, a material impact on the amounts payable or receivable by the Clearing House would
result if 100% ofthe notionalamount ofthe CDS Contracts were awarded in the First CDS Auction, in
which case the Clearing House wilimay call a SecondRepeat CDS Auctionto auction offany remainder
ofsuch Auction Lot; or (ii) determine, in light ofthe Bids received (or lack of Bids received), the siz of
the Bids received, and the considerations set forth in paragraph 5.1, that there willbe no Winning Bidder
for the Auction Lot and that the Primary CDS Auction forthat Auction Lot shallbe treated as a Failed
AuctionLot. Ifelauseparagraph (i) applies, theportion oftherelevant Auction Lot that will be auctioned
in a SeeendRepeat CDS Auctionwill be treated as a Failed Auction Lot for purposes ofthe application
of the Primary CDS Auction Priority forthe First CDS Auction, and the relevant Auction Lot Guaranty

Fund Weightings will be modified accordingly. 1f paragraph Gapplies. any All or Nothing Bids shall
be disregarded. For both a First CDS Auction and a SeeendRepeat CDS Auction, if the Primary CDS

Auction Clearing Price falls below any minimumreserve price or above any maximum reserve price, the
Clearing House may at its discretion nonetheless accept Bids at such Primary CDS Auction Cleanng
Price and,if it does so, the Primary CDS Auction for that Auction Lot shall not be treated as a Failed
AuctionlLot.
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An example ofhow this paragraph 5.6 would apply is set out below, forillustrative purposes only:

RankingPric | Cashls Allor | BidSize (% of | BidPrice (Pavmentper | SizexPrice | Allocation The Pri
eRank | NothingBid | PortfolioAuctio |  100%)Cash/l% % of ¢ Erimary
Lot \ . CDS
F Auction
= Clearing
/ .
Price for
g 20,000 D
No 20% €20,000100.000 26%:£20.000 OPO2 | 00 of the
portiolicAuc
tion Lot
0, 0 ——
S 30% €0 —+ 4 [T shallbe -
- - v €100.0010,0
-€3,000,000No 30% (6160.00010.000.000) | (€3.000,000) % 00.000/1100
o
6240000080 0% ~(€12000012.000000) | (€2400.000 Q\ié &
-€3.900.000No 30% -(€130.00013,000,000) [N(€3.900,000) %
-66,000,000N0 40% -(€+50,00015,000.000) @,@@% 0%
~€7,750,000No 50% (€155,00015,500,000) | (€7.750.000) y, | Friceof
5 5 e 4 I remaining
20% will
0, _ 0,
~€6:400.000No 40% (6460.00016,000.000) | (€6.400.000) % |,
G000 | 20 | {eso0leinn | @000 | B | e
: 20 : ERM000 | 0 | caong
€43,000,000N (€2,150.000215,000,000 ) Aucti
o ) uction,

5.7

5.8

Any SeecondRepeat CDS Auction shall be announced pursuant to a further Primary CDS Auction
Announcement @Eeular—and shall be held in accordance w1th these CDS D_e_faml Auctlon Procedures

insuch formatas is specified by the Clearing House). A m CDS Auctlon Partlclpant for the FIrst
CDS Auction shall be deemed to be a Primary CDS Auction Participant for the SeeendRepeat CDS
Auction. The Clearing House may at its discretion withdraw aan Auction Lot in the SecendRepeat CDS
Auction prior to the relevant ClosingBidding Close Time. The Minimum Bid Requirement applicable
to each Primary CDS Auction Participant shallbe reduced by any CDS Contracts actually won by such
Primary CDS Auction Participant (including, in the case ofa CDS Clearing Member, any Bids won by,
for, or on behalf of, such CDS Clearing Member's Customers or Sponsored Principals for whom such
CDS Clearing Member acts as Sponsor) at the Primary CDS Auction Clearing Price pursuant to the First
CDS Auction. Any such reductions in CDS Clearing Members' Minimum Bid Requirements will be
shared prorataas an increased MinimumBid Requirement forall CDS Clearing Members who did not
have any CDS Contracts allocated to them at the Primary CDS Auction Clearing Price pursuant to the
First CDS Auction.

Each B1d constrtutes an offerto the Cleanng House to enterinto CDS Contractsw

MM such offer belng made by the relevant CDS Aueuon
PasrticipantClearing Member. The Clearing House shall use reasonable endeavours to notify Winning
Bidders within 15 minutes after the ClosingBidding Close Time of the Primary CDS Auction.
Immediately upon notification by the Clearing House to athe Winning Bidder that it has a Winning Bid
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59

5.10

6.1

6.2

6.3

6.4

6.5

by-e-mail—telephonein-writing-or-otherwise through the DMS (orvia such other means and in such
%wgm and without the need for any further step, this-shall
g andresulting CDS Contracts shall be-entered

m—teans_e between the Clearmg House and the Winning Bidder (gither for one of its Proprietary
AececountAccounts or #s—Customer AeeountAccounts for the account of the relevant Customer, ex
theincluding for an Individually Segregated Sponsored Account for the account of its Sponsored
Principal, as applicable), in accordance with sucha Transferand Part 4 ofthe Rules, but withoutregard

to any Customeror Customer-CM Transactions ofthe Defaulter, on economically identical terms to the
CDS Contracts thatare the subject ofthe Auction Lot in the relevant Primary CDS Auction.

The Clearing House may abandon or alter the procedure for any Primary CDS Auction, including
conducting SeeendRepeat CDS Auctions, at any time prior to the entry into of CDS Contracts with
Winning Bidders, taking into account such considerations as it deems necessary or desirable to protect
the financial integrity ofthe Clearing House, the Clearing Members generally or the marketplace for any
instruments cleared by the Clearing House, and such other matters as it may deem appropriate, and in
consultation with the CDS Default Committee as provided under the Rules.

In the event that there is e+are-ene-orsmoreg Failed LetsAuction Lot for a Primary CDS Auction, for
whatever reason, the Clearing House may, at its discretion, in consultation with the CDS Default
Committee, (i) run a SeeondRepeat CDS Auction forthe same Auction Lot exLets-in accordance with
paragraph 6.8 and/or (ii) run a new First CDS Auction forthe remaining portfolio (which may include 2
differently organised or constituted LetsAuction [ot, as determined to be appropriate by the Clearing
House hereunder). There shallbe no limit to the number of SecendRepeat CDS Auctions thatmay so be
run.

POST-BID PROCEDURE

The Winning Bidder will become a party to new CDS Contracts with the Clearing House on
economically identical terms to the CDS Contracts that are the subject ofthe Auction Lot in the Primary
CDS Auction. CDS Contracts will be established with the Winning Bidder pursuant to the termination
of relevant CDS Contracts between the Defaulter and the Clearing House and the establishment ofnew,
economically identical CDS Contracts between the Clearing House and the Winning Bidder pursuant to
a Transferthat is a termination orreplacementunder Rule 904. The Winning Bidder will be treated as if
it were a "Transferee Clearing Member" for purposes of Part 9 ofthe Rules provided that the provisions
of Part 9 to the extent relating to Customers shallnot apply.

Customer-CM Transactions that are entered into as a result of the Primary CDS Auction will be
established in accordance with the Rules, the Procedures and the Standard Terms at the same tine as
CDS Contracts are entered into pursuant to paragraph 5.8.

Such Customer-CM Contracts resulting fromthe Primary CDS Auction willbe established between the
Clearing House and the Winning Bidder(s) (or its or their CDS Clearing Member(s) or Sponsor(s)) in
respect of any particular CDS Contract, at the Primary CDS Auction Clearing Price determined by the
Clearing House as at thetime specified in accordance with paragraph 6.5.

The Winning Bidder may be subjectto an additional Margin call as a consequence ofit becoming party
to CDS Contracts pursuant to a Primary CDS Auction (whether for one of its Proprietary
AeeountAccounts or Customer Aceount—orAccounts including Individually Segregated Sponsored
AcecountAccounts). Any call for Margin required under these CDS Default Auction FermsProcedures
will take place pursuantto the Rules and Finance Procedures.

Records ofnew CDS Contracts in Accounts atthe Clearing House may beupdated by the Clearing House
after the time that new CDS Contracts arise. The Winning Bidder will become party to new CDS
Contractsresulting fromthe Primary CDS Auction at the time that it is notified by the Clearing House
that it is the Winning Bidder, notwithstanding the time at which the establishment ofnew CDS Contracts
is completed in the Clearing House's books and records.
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6.6

7.1

7.2

7.3

7.4

7.5

Once new CDS Contracts have been established between the Winning Bidder and the Clearing House,
the Bid which gave rise to the CDS Contracts will be treated as valid regardless of any failure of the
Primary CDS Auction Participantto havesatisfied any participation criteria or otherwise as to the validity
of any Bid.

OTHER TERMS

Neither the Clearing House nor any of its Affiliates makes any representation or warranty as to the
accuracy ofany records ofthe Defaulter orany ofits Affiliates. In particular, the Clearing House makes
no representation or warranty as to whether any CDS Contract recorded in theg Proprietary A ccount; or
Customer Account ex(including any Individually Segregated Sponsored Account) of the Defaulter is
correctly recorded in such account or as to whether any consent of any Customer, Affiliate or Sponsor
of'the Defaulteris required to any Primary CDS Auctionorthe termination of CDS Contracts to which
a Defaulteris party. The Clearing House makes no warranty, whether express or implied, as to qualiy,
appropriateness or in respectofthe merits ofany investment decision relating to any Auction Lot. The
Clearing House does not provide, and is not responsible or liable for, any investment advice in relation
to any Primary CDS Auction.

Althoughthe informationto be provided by the Clearing House in respect ofa Primary CDS Auction is
believed to be accurate subject to the qualifications in paragraph 7.1 above, neither the Clearing House
nor any of its Affiliates, nor any of their respective agents, officers, directors, committee members,
employees, oradvisers makes any representation or warranty, express or implied, as to the accuracy or
completeness of such information, including but not limited to the value or marketability of any CDS
Contracts or Open Contract Positions. Each Primary CDS Auction Participant is responsible for making
its own determination as to whether to proceed with or without further investigation oras to its Bidding
(including the appropriate Bidding value) on any Auction Lot.

The Clearing House is underno obligationto enforce these CDS Default Auction Procedures againsta
Bidderat the request ofany other Bidder.

All Primary CDS Auction Participants are hereby onnotice thatthe Clearing House is not a member of
any professional or other association, society, institution or organisation ofauctioneers oragents and is

not therefore bound by therules or practices ofany such association, society, institution or organisation.
The conduct of Primary CDS Auctions may be carried out only to manage an Event of Default in
accordance with the Rules and does not constitute the ordinary day-to-day business of the Clearing
House. Any standard rules, customs, good practice guidelines or guidance or other industry practices
relating to auctions or agency sales arehereby disapplied and disclaimed. Alland any rights of any Person
boundbythese CDS Default Auction Procedures which may ariseas a result ofa liability ofthe Clearing
House pursuantto common law or statutory duties applicable to auctioneers or selling agents are hereby
expressly waived by all Primary CDS Auction Participants to the fullest extent permitted by law. The

implied term ofcare and skill undersection 13 of the Supply of Goods and Services Act 1982 is hereby

expressly excluded in respectofthe conductofany Primary CDS Auction by the Clearing House. The

Clearing House expressly disclaims any duty of care or skill in respect of the conduct of any Primary
CDS Auctionby the Clearing House arising other than expressly pursuantto these CDS Default Auction
Procedures. The Clearing House will not provide and has not provided any valuation services in

connection with any Primary CDS Auction.

The time and date at which Bids are due, the time and date for the establishment of CDS Contracts or
calling of Margin or the ClesingBidding Close Time (subject to paragraph 4:92.9) may be delayed
beyondthe times and dates set forth in these CDS Default Auction Procedures or specified in the Primary
CDS Auction Specifications if the Clearing House, in its discretion, in consultation with the CDS Default
Committee, considers this to be necessary or appropriate. Notwithstanding anything to the contrary in
these CDS Default Auction Procedures, to the fullest extent lawfully permissible, the Clearing House
may postpone, cancel, adjourn orterminate a Primary CDS Auctionat any time, and may withdraw all
or any portion ofthe CDS Contracts fromany €BS-Auction Lot, in consultation with the CDS Default
Committee.
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7.6 In respect ofany Primary CDS Auction, each Primary CDS Auction Participant: (i) acknowledges that
copies of the Auctions (Bidding Agreements) Acts 1927 and 1969 (as amended and including any
amendments thereto) havebeen made available to it online at www.legislation.gov.uk for the duration of
the Primary CDS Auction and agrees and acknowledges that it has received any other notices required
to be provided to it under Applicable Law; (ii) agrees and acknowledges that it has received sufficient
information concerning the identity of the persons conducting the auction on behalf of the Clearing
House; and (iii) waives any right to make any claim that it has not received any information or
documentation ofa nature referred to in this paragraph 8-67.6 and agrees in favour ofthe Clearing House
not to make any statementto the contrary to any third party.

7.7 Without limiting the obligations of CDS Clearing Members, Sponsored Principals, Sponsors and
Customers under the Rules, all Primary CDS Auction Participants shall comply with Rule 203 of the
Rules (including, without limitation, complying with their obligation not to commit any act of fraud or
to engage in any behaviour which amounts to market abuse, insider dealing, market manipulation, money

laundemw orwhlch is 1n breachof anys similar Apphcable Laws) IL—M;
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7.8 It is the responsibility of each Winning Bidder to make any transaction or otherreports or notifications
to any Regulatory Authority or Governmental Authority (including, without limitation, any transaction
reports)that it is required to make pursuantto Applicable Law.

AnnexA

CDS on_Suecificati
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AnnexB

E £ Notice of Mini Bid Reaui

PART 2 - SECONDARY CDS AUCTIONS
1. INTRODUCTION
1.1 Part 2 ofthese CDS Default Auction Procedures gevermsgovern theauctioningofone ormore Auction Lots

in_one ormore Secondary CDS Auctions representing the remaining CDS Contracts to which a Defaulter is
or was a party, Where such auction is adm]mstered by the Cleanng House pursuant to Rule 905(d)(1)(B)

1.2 Part 2 of these Secondary-CDS Default Auction Procedures shall apply to every Secondary CDS Auction
conducted by the Clearing House pursuant to Rule 905(d)(i)(B). However, they may be modified or
supplemented forany particular Secondary CDS Auction pursuant to the relevant Secondary CDS Auctron
Spec1ﬁcat10ns as set out in paragraph 2.7,—s4 ta 2y AR %
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13

2.1

22

23

24

2.5

14-References in this Part 2 of the CDS Default Auction Procedures to paragraph numbers shall be to
paragraphs in this Part 2, unless otherwise stated.

THE AUCTION PROCESS

Any Secondary CDS Auctions of CDS Contracts to which a Defaulter is or was party will take place after
the Clearing House has issuedmade a Secondary CDS Auction Announcement Cirewlarto CDS Clearing
Members. The Clearing House will provide such advance notice as it determines is reasonable under the
circumstances (but in any event at least one hour) to CDS Clearing Members prior to the Secondary CDS
Auction.

REETA

CDS Clearlng Member is requlred to B1d in every Secondary CDS Auctlon and for es.ceryw Lot n
a Secondary CDS Auction regardless of whether such CDS Clearing Member is at the time ofthe Secondary
CDS Auction a party to any CDS Contract, has served a notice of termination for which the Termination
Date has not yet passed oris 1n a Coohng 0ffPer10d except as prov1ded herem-a&d—u—nless—rts—membeship

) ) : ant. Each CDS Clearlng Member—sMﬁmb_eﬁS
Mmrmum Bid Requrrement will be determmed pro ratabased on its CDS Guaranty Fund Contributions as
compared to the CDS Guaranty Fund Contributions ofallnon-defaulting CDS Clearing Members, subject to
paragraph2.4below. The sumtotalofthe CDS Clearing MembersMember’s MinimumBid Requirements
may be set to an amount greater than 100% (but no greater than 150%) of the notional amount ofthe CDS
Contracts in the relevant Auction Lot as may be determined by the Clearing House from time to time, in
consultation with the CDS Default Committee.

A CDS Clearing Membermay Bid for the accountofa Customerand a Sponsormay Bid for the accountof
a Sponsored Principal, subjectto paragraph 3.6. References to a CDS Clearing Member here shall include,
where necessary, in respectofan Individually Segregated Sponsored A ccount, a referenceto the Sponsor and
Sponsored Principal acting jointly in respect of such A ccount.

Each Secondary CDS Auction RastieipantsParticipant’s Minimum Bid Requirement in respectofa particular
Auction Lot shallbe communicated to it individually by the Clearing House through the DMS (or via such

wm as soon as practlcable pnor to the
relevant Secondary CDS Auction-s A 3

these CDS AuctionProcedures. A MlnlmumBld Requlrement shall not apply to a Secondary CDS Auctlon
Participant for a particular Auction Lot: (a) to the extent such a Minimum Bid Requirement would be in
breach of Applicable Law ortheRules; (b) to the extent thata self-referencing CDS as described in paragraph
-1-0—5]_]_.5 of the CDS Procedures would arise frorn an accepted Bid; or (c) where—tuhe—@learmg—Hease—aﬁer

erto the extent that SJ.l_Qh a M]mmum Bid
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2.6

2.7

Mﬂmhcrsnotlfymg the Clearlng Houseprlorto a Secondary CDS Auctlonw
format approved by the Clearing House for these purposes. A CDS Clearing Member that so transfers er
outsoureesits MinimumBid Requirement to an Affliate Affiliated CDS Clearing Member or outsources any
ofits obligations remains liable for any breach by its Affiliate or outsourcee ofthese CDS Default Auction
Procedures or the Secondary CDS Auctlon Specrﬁcatlonswg n respect of s&eh—CDS Glearmg

%%M and w111 be subject to the Seoondary CDS Auctron Pnorlty as 1f such

Bid were its own.

The Clearing House may, in consultation with the CDS Default Committee, divide the remaining portfolio
of a Defaulter (after unsuccessful completion of the Primary CDS AwetionAuction(s)) into diserete
Secondary-CDS-Auctions-each-consistingofone or more Auction Lots as it considers appropriate. The
Clearing House will endeavour to establish a single Auction Lot for the entire remaining portfolio of the
Defaulter, except to the extent one or more CDS Clearing Members are excused from a Minimum Bid
Requirement with respect to certain CDS Contracts under paragraph 2.4 (in which case the Clearing House
may designate such CDS Contracts into one or more separate Auction Lots), or if the Clearing House
otherwise determines in consultation with the CDS Default Committee that it will facilitate a successful
Secondary CDS Auctiontodivide the portfolio into separate Auction Lots. The Clearing House may combine
Contracts with different currencies in the same Auction Lot. In these circumstances, Secondary CDS Auction
Participants must still provide Bids in a single currency, being that specified in the relevant Secondary CDS
Auction Specifications. Payment obligations resulting from the Secondary CDS Auction will be in the
specified currency. The Clearing House may, in consultation with the CDS Default Committee, auction the
Auction [ots within-any-Secondary-CDSAuetionsin such order as it considers appropriate, provided that the
Clearing House will use reasonable efforts to auction all such Auction Lots at the same time. Prior to the
publication-efa Secondary CDS Auction Announcement Girewaror the circulation of the Secondary CDS
Auction Specifications, the Clearing House may have engaged in close-outor hedging trades or other
transactions in respect of the portfolio of a Defaulter in accordance with Part 9 of the Rules. In exercising
its discretion under paragraphs-this paragraph 2.6, the Clearing House, in consultation with the CDS Default
Committee, shall consider, wherever possible, taking into account the Clearing House'sHouse’s margining
methodology and marginMargin requirements applicable to CDS Clearing Members and Sponsored
Principals, including within each Auction Lot of CDS Contracts, any CDS Contracts whichhave been offset

for the purposes of calculating the Defaulter'ssmarginDefaulter’s Margin requirements.

In respect of each Auction Lot, the Clearing House will provide each Secondary CDS Auction Participant
(otherthan-Defaultersy-with information about CDS Contracts to be auctioned, timing for the Bidding
process, participation criteria, and, without prejudice to paragraph 2.4, any applicable Minimum Bid

Requrrements;an—ymmﬁnim&m—ommamm—resewe—pﬁee and other matters i-n—wmrt—in—g—m—t—he—fonm-t—o—ﬁth—em

ngmmmy CDS Auction Speﬂﬁcatlms:L
such Secendary-CDS-AuectionSpecificationsparticulars to be provided with such advance notice as the
Clearing House determines is reasonable under the circumstances (but in any event at least one hour) prior
to the Secondary CDS Auction. The Secondary CDS Auction Specifications may include amendments or
additions to any provision ofthese CDS Default Auction Procedures or may disapply any provision of these

4



SR-ICEEU-2020-007 Amendment No. 1 Page 75 0f 90

Exhibit 5 - Amended text ofthe CDS Auction Terms for CDS Default Auctions

AL O A P s PO e DAL T AL OO

2.8

29

2.10

CDS Default Auction Procedures (provided that Secondary CDS Auction Specifications may not modify or
disapply any provision ofthe Secondary CDS Auction Priority or otherwise be inconsistent with the Rules).
In the event of any conflict between the Secondary CDS Auction Specifications and this Part 2 of thethese
CDS Default Auction Procedures in respect of any particular Auction Lot, the Secondary CDS Auction
Specifications shall prevail. If any Person which has been provided acepy-efwith any Secondary CDS
Auction Specifications believes that he does not satisfy any ofthe specified participation criteria, he should
contact the Clearing House as soon as practicable, and, if the Clearing House agrees that such Person does
not satisfy thecriteria, he shall refrain from Bidding forthe relevant Auction Lot. The Clearing House may
restrict any such Persen'sPerson’s access to Secondary CDS Auctions if it determines thatasuch Person does
not satisfy the specified participation criteria. The Clearing House may update or correct any details in the
Secondary CDS Auction Specifications at any time prior to the commencement of Bidding in the relevant
Secondary CDS Auction. The requirements applicable to a Direct Participating Customer will not apply to
any other Customers of CDS Clearing Members, for whose account a CDS Clearing Member may submit a
Bid in an auction. Equally, the requirements applicable to a Direct Participating Customer will not apply to
any other Sponsored Principals for which a Clearing Member acts as Sponsor and for whose account the
Clearing Member may submit a Bid in an auction. Each Direct Participating Customer and-Elective-CDS
AuetionRarticipantin-a-CDS-Auetion-will not have a Minimum Bid Requirement when participating in a
Secondary CDS Auction. Direct Participating Customers will not need to transfer or maintain with the
Clearing House a Direct Auction Participant Contribution when participating in a Secondary CDS Auction.

A CDS Clearing Member'sMember’s Bid fexin respect of one of its Proprietary AcecountAccounts or
Customer AeeountorAccounts (including, in respect ofa Sponsored Principal for which it acts as Sponsor,
Individually Segregated Sponsored A<ceeuntAccounts), will count towards its Minimum Bid Requirement.
Bids made by a Direct Participating Customer will not count toward the MinimumBid Requirement ofany
CDS Clearing Member or Sponsor acting for such Direct Participating Customer.

Secondary CDS Auction Participants shall be treated equally as regards the provision of informationrelating
to Secondary CDS Auctions by the Clearing House. Any Person (including any CDS Clearing Member,
Customer, Sponsor, Sponsored Principal or Direct Participating Customer) who receives any information in
connection with a Secondary CDS Auction orpossible Secondary CDS Auctionshallhold such information
in confidence and in accordance with the Rules, and shall not disclose it to any other Person except where
such disclosure is made: (i) with the prior written consent of the Clearing House; (ii) to a Regulatory
Authority or Governmental Authority where a request is formally made to the Person by oron behalfofthe
same orpursuantto Applicable Law in writing, provided that the Person making such disclosure notifies the
Clearing House of'its disclosure where it is lawful to do so; (iii) pursuant to an order ofa competent court or
other Governmental Authority or otherwise to such other Persons, at such times and in such manner as may
be required by Applicable Law, provided thatthe Person making such disclosure notifies the Clearing House
ofits disclosure where it is lawful to do so; or(iv) in the case ofa CDS Clearing Member or Sponsor, to a
Customer or Sponsored Principal where such Customer or Sponsored Principal has expressed his interestin
participating in the Secondary CDS Auctionandis subject to a duty of confidentiality similarto that set out
in this paragraph 2.9. Forthe avoidance of doubt, nothing in the foregoing paragraph shall prevent Secondary
CDS Auction Participants fromdisclosing information to counsel for the purposes of obtaining legal advice
in circumstances wherea professional duty of confidentiality arises.

the time wmdow and pnorto the Gles—mgB_]d__dmgQg_;s_e T1me spemﬁed by the Cleann g House in the relevant
Secondary CDS Auctlon Spemﬁcatlons
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2.11

The Secondary CDS Auctionwill proceed pursuantto a'sealed bid' process whereby the relevant Secondary
CDS Auction Participants will be askedto subrnlt Bids forthe LelexamAugUon Lotora pamcularpercentage

oftheAu.c.tJonLot' :

Bid below any spemﬁed minimum Bid size that is
accepted by the DMS in error will be null and void unless the Clearing House, in its absolute discretion,

determines otherwise.

2.14

3.1

32

33

34

3.5

Secondary CDS Auctlon-Speel-ﬂoa-t-tons the Clearmg House w1llnot1fy Secondary CDS Auction Participants
to inform them either: (i) that there-werethe Secondary CDS Auction has successfully taken place and
Winning Bidders andthatsuchBiddershave been notified; or (11) that M

A Winning Bidder (or its CDS Clearing Member, Sponsor or Sponsored Principal, if applicable) may be
required to post additional Margin as and when required in accordance with the Clearing House's margin
methodology and procedures.

THE BIDDING PROCESS

A Secondary CDS Auction Participant will make Bids for each Auction Lot in a Secondary CDS Auction
which, as aminimum, comply with any applicable MinimumBid Requirement notified to it. Any failure to
comply with an applicable MinimumBid Requirement shallhavethe consequences set forth herein butshall
notitself constitute an Event of Default underthe Rules. The Clearing House is not obliged to solicit Bids
from Secondary CDS Auction Participants other thannotifying Secondary CDS Auction Participants of any
applicable MinimumBid Requirement.

With respect to each Secondary CDS Auction, the Clearing House will determine the Auction Lot Guaranty
Fund Weighting for eachthe Auction Lot.

The order of application of CDS Guaranty Fund Contributions and Assessment Contributions shall be
modified if there is a CDS Default Auction as set out in Rule 908(i). The Secondary CDS Auction Priority
established for a Secondary CDS Auction will apply to all CDS Guaranty Fund or CDS Assessment
Contributions of non-defaulting Clearing Members to be applied under Part 9 ofthe Rules with respect to all

A_u_C_U.QnLots compnsmg such Secondary CDS Auctionin the aggregate: w
10, A

Notwithstanding anything to the contrary herein, a Non-Bidding CDS Clearing Member with respect to anyan
AuctionLot; willbe treated as such for purposes hereof with respect to all-otsthat Auction Lot in therelevant
Secondary CDS Auction, regardless of whether it would otherwise have been a Senior Bidder, Excused Non-
Participating Bidder or Subordinate Bidder forany other Auction Lot.

Forthe avoidanceofdoubt, ifa Secondary CDS Auction fails in respect ofallletsthe entire Auction Lot, no
Secondary CDS Auction Priority will be established for that Secondary CDS Auction and-ameuntswallbe

chargedtotheforthat Auction Lot and CDS Guaranty Fund Contributions shallbe applied as set forth under

76
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3.6

3.7

the-RulesRule 908 unamended by Rule 908(j), untilthe completion ofa subsequent Secondary CDS Auction
under these CDS Default Auction Procedures, if any (which subsequent Secondary CDS Auction shall

estabhsh anew Secondary CDS Auction Pnonty&wwmmwg

M) Except as pr0V1ded herern the Auction Lot Res ources in respect of any Falled m.lﬁmnbot for a
Secondary CDS Auctionshallnot beapplied in the Secondary CDS Auction Priority for that Secondary CDS
Auction.

A Secondary CDS Auction Participant may submit multiple Bids for each Auction Lot, or (if it is a CDS
Clearing Member) a percentage ofeach Auction Lot, in a particular betSecondary CDS Auction onits own
account or for the account of a Customer, provided that such Secondary CDS Auction Participant ensures
that all oflts Bids, whether forlts accountor forthe account ofits Customersw

subrnltted in the same B1d EG-HHSJmelS_SJQn or othervwse as specrﬁed in the Secondary CDS Auction
Specifications. A Bid made by a Secondary CDS Auction Participant by, for, or on behalf of a Custoner
shallbe identified as such and such Bid shallbe treated as a Bid for the relevant Customer Account. A Bid
made by, for, or on behalf of a Sponsored Principal or by a Sponsor in such capacity shall be identified as
such and treated as a Bid for the relevant Individually Segregated Sponsored Account. A CDS Clearing
Member can satisfy its Minimum Bid Requirement by submitting multiple Bids with differing Bid prices and
Bid sizes providedthat, in aggregate, its submitted Bids equal or exceed the MinimumBid Requirement and
any individual Bid is gqualto orlargerthan any applicable minimum Bid size.

All the requirements ofthe Rules concerningthe provision ofinformation to the Clearing House, including
in Rule 106 and Part 2, apply in respect ofthe submission of Bids by a Secondary CDS Auction Participant.

=

=

3.9-A Bid must be in respect of all CDS Contracts or a percentage of all CDS Contracts in the relevant
Auction Lot. Any partial Bids, such as Bids which specify a particular CDS Contract, will be invalid and
void. With respect to a particular Auction Lot, no Secondary CDS Auction Participant is permitted to Bid, in
aggregate, in excess ofthe notionalamount of CDS Contracts being auctioned in such Auction Lot.

310-No Secondary CDS Auction Participant may make a referential Bid (e.g.a Bid which purports to be a
Bid which is €1 higher orlower than the highest or lowest Bidder) or make a Bid that is subject to conditions.
Any such Bid will be treated as invalid and void and the Secondary CDS Auction Participant will be treated

as if it had ehesennotte-participatemadesuch Bid.
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310

E

4.1

42

3H-A Secondary CDS Auction Partlclpant may amend or modlfy asubmitted B1d by resubmlttmg its enme
Bid 2

House). In the event a Bld F—emSn_bms_s_LQn is resubmltted w1th any amendments or modlﬁcatlons the
Clearing Housewill disregard any previous Bid EermSubmission submitted by such Secondary CDS Auction
Participant and any such previous Bid EermSubmission will be null and void. After the ClesingBidding
Close Time, all submitted Bid EermsSubmissions are irrevocable provided that if the Clearing House is
satisfied, upon the request of a Secondary CDS Auction Participant, that a genuine mistake has been made

in the submlss1on ofaBid, the Cleanng Housemay, at 1ts own d1scretlon penmt—the—Seeondaw—GDS—;%&eﬂon

Mw will be deemed notto have been submltted at all fort—h-e-putposes
of Part 2 of these Secondary-CDS Default Auction Procedures and the Secondary CDS Auction Participant

will be treated as if it had ehesennot teparticipatemade such Bid.

342-Fach Bid will be deemed to have been submitted at the time it is recorded as being received by the
Clearing House. Except as provided in paragraph 313,10, any Bid received after the ClosingBidding Close
Time will be treated as invalid and void and the Secondary CDS Auction Participant will be treated as if it
had chosennotteparticipatemade such Bid.

3-13-Any Bid that does not comply with the requirements ofthese CDS Default Auction Procedures or the
Secondary CDS Auction Specifications will be treated as invalid and void. Bids so invalidated will not be
counted toward a Secondary CDS Auction Participant's MinimumBid Requirement and the Secondary CDS
Auction Participant will be treated as ifit had ehesennot to-participatemade such Bid.

314-Any CDS Clearing Member that is a Defaulter will be ineligible to participate in a Secondary CDS
Auction relating to another Defaulter's Contracts and will be treated for purposes of the Secondary CDS
Auction Priority as if it had ehesennot teparticipatemade such Bid. Neitherany CDS Clearing Member that
is a Defaulter nor any Spenseractingfora-Sponsored Principal that is a Defaulter may participate in an
auction ofits own Contracts.

PARTICIPATION BY CUSTOMERS AND SPONSORED PRINCIPALS IN THE AUCTION

A CDS Clearing Member may make an-wnlimited-numberefseparate Bids in respect of its Customers for
whomit acts as Clearing Member or Sponsored Principals for whom it acts as Sponsor (in addition to any

Bids for 1ts Propnetary M@%@W%&W@MMLMM
.A CDS

Cleanng Member must have all due approval consent or authonsatlon from its Customer or Sponsored
Principal to make the relevant Bid. Each CDS Clearing Member that makes Bids on behalfofa Customer
or Sponsored Principal (other than a Direct Participating Customer) represents, acknowledges and agrees that
such Customer or Sponsored Principal willbe subject to the restrictions of paragraph 2.9 with respectto any
information provided to such Customer or Sponsored Principal in connection with the Secondary CDS
Auction.

A CDS Clearing Member shall become liable for the entry into of CDS Contracts resulting from the Bids
made on behalfof a Customerincluding any Direct Participating Customer that is its Customer in the same
way as it is liable for and becomes party to other Customer Account contracts or contracts entered into
otherwise for Customers pursuantto the Rules. A CDS Clearing Member shall become liable as Sponsor for
the entry into of CDS Contracts resulting fromthe Bids made for, by or on behalfof'a Sponsored Principal
(including any Secondary CDS Auction Participant that is a Sponsored Principal) in the same way as it is
liable for and becomes party to other CDS Contracts recorded in an Individually Segregated Sponsored
Account.
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44

5.1

52

53

54

The Clearing House reserves theright to verify any Bid to ensure such Bid willbe cleared by a CDS Clearing
Member or Sponsorandreserves the rightto invalidate a Bid where the Clearing House reasonably believes
that such Bid, if accepted, would not be cleared by a CDS Clearing Member or Sponsor (notwithstanding
paragraph4.2) or that such Bid would be in breach ofany position limits or otherrisk policies implemented
by the Clearing House pursuant to the Rules. Any such invalidation will be made priorto the notifications
made pursuant to paragraphs 2.13 and 5.9. Bids so invalidated will not be counted toward a CDS Clearing
Member's Minimum Bid Requirement and the Secondary CDS Auction Participantwill be treated as if it had
chesennot toparticipatemade such Bid.

SELECTION OF THE WINNING BID

The Clearing House willaim to conduct a successful and competitive Secondary CDS A uction. For purposes
hereof, a Secondary CDS Auction with respect to aan Auction Lot will be successful if it results in an
aggregate price for the relevant CDS Contracts in such an Auction Lot that is within any available Auction
Lot Resources forsuch an Auction Lot (for the avoidance of doubt, after application ofany available default
resources ranking prior to the Secondary CDS Auction Priority under Rule 908). The Clearing House may
also apply RGD in connection with a Secondary CDS Auctionin accordance with Rule 914.

The Clearing House may, at its discretion but giving due consideration to the CDS Default Managenent
Policy, set any minimum reserve price and/or any maximum reserve price (which in either case may not be
disclosed toany Bidders).

The Clearing House may at its discretion, in consultation with the CDS Default Committee, withdraw aan

Auction Lot priorto grafter the ClesingBidding Close Time.

Promptly after the ClosingBidding Close Time for aan Auction Lot, the Clearing House will sort Bids
submitted to it in the order of the Bid price (the price Bid per pereentage-unit of notionalamount). The Bids
will be ordered sequentially, starting with the highest Bid price and ending with the lowest Bid price. Unless
paragraphs-paragraph 5.6 applies, the Auction Lot will be allocated in full to bidsBids at or above the
Secondary CDS Auction Clearing Price. The Secondary CDS Auction Clearing Price is payable either, by
the Clearing House to the Secondary CDS Auction Participant or its CDS Clearing Member, or to the
Cleanng House by the Secondary CDS Auctlon Partlclpant orits CDS Clearlng Member as apphcable._In

B1d is also 1nva11d orvoid orno CDS Contract is estabhshed w1th the Secondary CDS Auctlon Participant
(or,if applicable, its CDS Clearing Member) submitting any Bid for any reason, such Bid willnot be accepted
and the Secondary CDS Auction Participant will be treated as if it had ehesennot teparticipatemade such
Bid.
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Examples of how the Secondary CDS Aucnon Clearmg Pr1ce is calculated are setout belewg_m@
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Portfolio CDS Auction Cleasing
o
+ €20:000 20% €1,000 20% €120.0004%—Postfolio
2 & 30% & 30% b
4 -€3,000,000 25% -€120.000 25%
5 ~=2000.000 30% -€130.000 0%
6 600000 40% -€150.000 0%
7 -€7730:000 0% -€135,000 0%
8 —26-H00000 40% -€160.000 0%
9 -€3;:300,000 20% -€165,000 0%
19 -€43.000.000 20% -62450:000 0%
Example 2

3 e = T 1000012 Postholio
4 -€3.600,000 30% ~€120.000 25% /
5 S=A00000 30% -€130.000 0%
6 -€5:230:000 35% -€130,000 0%
g 67,750,000 50% ~€155,000 0%
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8 -€6:400:000 40% -€160:000 0%
9 -€3:300.000 205 e .
10 -€43;000,000 20% -€2,150,000 0%
Example 3
Ranking CashBid % ofPortfolio Cash/1% Allocation %-of Unlessparagraph5-6
T €20,000 20% €1.000 20% Price will be-
. v
3 @ 30% @ 30% willbeallocatedin-ful
F@G@i‘le A BFOFaLa-S hare
postiolio.
6 e 30% -€130.000 0%
7 65,250,000 35% 150,000 -
8 -€4730:000 0% -€135:000 0%
9 =260000 40% -€160.000 0%
10 ~==200000 20% -€165.000 0%

55

All CDS Contracts shall be allocated to winning Secondary CDS Auction Participants at the Secondary CDS
Auction Clearing Price in a fair and consistent manner and in accordance with the Bid size used in the

calculatron of the Secondary CDS Auction Cleanng Pnce Mgw

In the event that there are multlple
Bids at the Secondary CDS Auction Clearing Price, to the extent there is a shortfallof CDS Contracts being
available, CDS Contracts shallbe allocated pro rata according to thenotional amountof CDS Contracts for
which the relevant Secondary CDS Auction Participants Bid fe+-at the relevant price, unless the Clearing
House determines othervwse pursuant to any risk policies 1rnp1ernented by the Cleanng House pursuant to

the Rules

mw& Brds below any apphcable minimumreserve price, above

any applicable maximum reserve price, orinvalidated pursuant to paragraph 3,9.3.10, 3.11, 3.12, 3.13, 4.4

or 5.4 or Bids that the Clearing House determines, in consultation with the CDS Default Committee, would
be inconsistent with the considerations set forth in paragraph 5.1, as applicable, may, at the discretion of the

8+
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5.6

5.7

5.8

5.9

5.10

Clearing House be excluded for the purposes of calculating the Secondary CDS Auction Clearing Price,
allocating CDS Contracts at the Secondary CDS Auction Clearing Price or determining whether a CDS
Clearing Member has met the Minimum Bid Requirementunless the Clearing House, in its discretion, decides
otherwise and, if so, the Secondary CDS Auction Participant will be treated as if it had ehesennot te

participatemade such Bid.

The Clearing House may, in any given Secondary CDS Auction of aan Auction Lot, at its discretion in
accordance with the Rules, determine, in light ofthe Bids received (or lack of Bids received), the size of the
Bids received, and the considerations set forth in paragraph 5.1, that there willbe no Winning Bidder for the
relevant Auction Lot and that the Secondary CDS Auction forthat Auction Lot shallbe treated as a Failed
Auction Lot. Ifthe Secondary CDS Auction Clearing Price falls below any minimum reserve price or above
any maximum reserve price, the Clearing House may at its discretion nonetheless accept Bids at such
Secondary CDS Auction Clearing Price and, ifit does so, the auction of such Auction Lot shallnot betreated
as a Failed AuctionLot.

If, in relation to any given Secondary CDS Auction ofaan Auction Lot, the Clearing House determines that
there is aan Auction Lot Resource Shortfall, but that there are Excess Successful Auction Lot Resources to
cover the Auction Lot Resource Shortfall, then the Clearing House may nonetheless determine in its
discretionin accordance with the Rules thatsuch Auction Lot shallnotbe a Failed Auction Lot and toaccept
Bids below orabove any minimum reserve or maximum reserve price. In addition, the Clearing House may
determine in its discretion in accordance with the Rules to allocate all or a portion of the Auction Lot
Resources fromany Failed Auction Lot as Allocated Failed Auction Lot Resources to cover aan Auction Lot
Resource Shortfall.

If= an Auction Lot Resource Shortfallwould occur forany Auction Lot or Auction Lots (notwithstanding
application ofadditional resources pursuant to paragraph 5.7) as aresult ofa Secondary CDS Auction taking
place on the fifth consecutive Loss Distribution Day under Rule 914(0), then the Clearing House may in its
discretionbut subjectto therequirements ofthe Rules, determine the Secondary CDS Auction Clearing Price
for such Auction Lot or Auction Lots for less than 100% of the CDS Contracts such that the Auction Lot
Resources for such Auction Lot or Auction Lots (together with any such additional resources) will be
sufficient to pay theamounts owed with respect to such portion ofthe Contracts at such price. The remainder
of such Auction Lot or Auction Lots shallbe subject to Partial Tear-Up under and in accordance with Rule
915.

Each Bid constitutes an offer to the Clearing House to enter into CDS Contracts; M

such offer berng made by the relevant CDS Cleanng Mernber The
Clearing House shall use reasonable endeavours to notify Winning Bidders within 15 minutes after the
ClesingBidding Close Time ofthe Secondary CDS Auction. Irnrnedlately upon notrﬁcatron by the Clearnng
Houseto am Bidder that it has a Winnin gl Bid

for any further step, his—sha i - i and resultlng (@D
Contracts shall be—entered—mteans_e between the Clearlng House and the Wlnmng Bidder (gither for one of
its Proprietary A<cceuntAccounts or its-Customer AcceuntAccounts for the accountofthe relevant Customer,
ortheincluding foran Individually Segregated Sponsored A ccount, for the account ofits Sponsored Principal,
as applicable) in accordance with sucha Transferand Part 4 ofthe Rules,butwithoutregard to any Custoner
or Customer-CM Transactions of the Defaulter, on economically identical terms to the CDS Contracts that
are the subjectofthe relevant Auction Lot in the relevant Secondary CDS Auction.

The Clearing House may abandon or alter the procedure for any Secondary CDS Auction, including
conducting subsequent Secondary CDS Auctions, at any time prior to the entry into of CDS Contracts with
Winning Bidders, taking into account such considerations as it deems necessary or desirable to protect the

82
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5.11

6.1

6.2

6.3

6.4

6.5

6.6

financial integrity of the Clearing House, the Clearing Members generally or the marketplace for any
mstruments cleared by the Clearing House, and such other matters as it may deem appropriate, and in
consultation with the CDS Default Committee as provided under the Rules.

In the eventofa failed Secondary CDS Auction ofany Auction Lot exLets-for whatever reason, the Clearing
House may (in accordance with Rules 905(d)(i)(B) and 914(n)) run another Secondary CDS Auction for the
entire remaining portfolio of the Defaulter (which may include a differently organized or constituted
LetsAuction Lot, as determined to be appropriateby the Clearing House hereunder). There shallbe no limit
to the number ofrepeated Secondary CDS Auctions under this provision, subject to thetequirements-ofthe

Rurles—Notwithstanding theforegoingnRules 914(0) (which, in summary, provides thatin the event of a
Failed Auction Lot for Secondary CDS Auction on the fifth consecutive Loss Distribution Day-suaderRule

914e), no further Secondary CDS Auctions for such Auction Lot shallbe held; and such Failed Auction Lot
shallbe subjectto Partial Tear-Up under and in accordance with the Rule 915).

POST-BID PROCEDURE

The Winning Bidder will become a party to new CDS Contracts with the Clearing House on economically
identical terms to the CDS Contracts that are the subject ofthe relevant Auction Lot in the Secondary CDS
Auction. CDS Contracts will be established with the Winning Bidder pursuantto thetermination ofrelevant
CDS Contracts between the Defaulter and the Clearing House and the establishment of new, economically
identical CDS Contracts between the Clearing House and the Winning Bidder pursuant to a Transfer thatis
a termination or replacement under Rule 904. The Winning Bidder will be treated as if it were a " Trans feree
Clearing Member" for purposes of Part 9 of the Rules provided that the provisions of Part 9 to the extent
relating to Customers shallnot apply.

Customer-CM Transactions as are entered intoas aresult ofthe Secondary CDS Auction will be established
in accordance with the Rules, the Procedures and the Standard Terms at the same time as CDS Contracts are
entered into pursuant to paragraph 5.9.

Such Customer-CM Contracts resulting fromthe Secondary CDS Auction will be established between the
Clearing House and the Winning Bidder(s) (orits or their CDS Clearing Member(s ) or Sponsor(s)) in respect
of any particular CDS Contract, at the Secondary CDS Auction Clearing Price determined by the Clearing
House as at the time specified in accordance with paragraph 6.5.

The Winning Bidder may be subject to an additional Margin call as a consequence of it becoming party to
CDS Contracts pursuant to a Secondary CDS Auction (whether for gne of'its Proprietary AceountAccounts
or Customer A<ceeunt-exAccounts, including Individually Segregated Sponsored AeeeuntAccounts). Any
call for Margin required under these CDS Default Auction Procedures will take place pursuant to the Rules
and Finance Procedures.

Records of new CDS Contracts in Accounts at the Clearing House may be updated by the Clearing House
after the time that new CDS Contracts arise. The Winning Bidder will become party to new CDS Contracts
resulting fromthe Secondary CDS Auction at the time that it is notified by the Clearing House that it is the
Winning Bidder, notwithstanding the time at which the establishment ofnew CDS Contracts is completed in
the Clearing House's books and records.

Once new CDS Contracts have been established between the Winning Bidder and the Clearing House, the
Bid which gaverise to the CDS Contracts will be treated as valid regardless ofany failure ofthe Secondary
CDS Auction Participantto havesatisfied any participation criteria or otherwiseas to the validity ofany Bid.
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7.

7.1

7.2

7.3

7.4

7.5

7.6

OTHER TERMS

Neitherthe Clearing House norany of’its Affiliates makes any representation or warranty as to the accuracy
of any records of the Defaulter or any of its Affiliates. In particular, the Clearing House makes no
representation or warranty as to whether any CDS Contract recorded in theg Proprietary Account; or
Customer Account e+(including any Individually Segregated Sponsored Account) of the Defaulter is
correctly recorded in such account or as to whether any consent ofany Customer, A ffiliate or Sponsor of the
Defaulter is required to any Secondary CDS Auction or the termination of CDS Contracts to which a
Defaulteris party. The Clearing House makes no warranty, whether express or implied, as to quality,
appropriateness or in respect of the merits of any investment decision relating to any Auction Lot. The
Clearing House does not provide, and is not responsible or liable for, any investment advice in relation to
any Secondary CDS Auction.

Although the information to be provided by the Clearing House in respect of a Secondary CDS Auction is
believed to be accurate subject to the qualifications in paragraph 7.1 above, neither the Clearing House nor
any ofits Affiliates, norany oftheir respective agents, officers, directors, committee members, employees,
or advisers makes any representation or warranty, express or implied, as to the accuracy or completeness of
such information, including but not limited to the value or marketability of any CDS Contracts or Open
Contract Positions. Each Secondary CDS A uction Participantis responsible for making its own determination
as to whetherto proceed with or without further investigation or as to its Bidding (including the appropriate
Bidding value) on any Auction Lot.

The Clearing Houseis under no obligation to enforce these CDS Default Auction Procedures againsta Bidder
atthe request ofany other Bidder.

All Secondary CDS Auction Participants are hereby on notice that the Clearing House is not a member of
any professional or otherassociation, society, institution or organisation of auctioneers oragents and is not
therefore bound by the rules or practices of any such association, society, institution or organisation. The
conduct of Secondary CDS Auctions may be carried out only to manage an Event of Default in accordance
with the Rules and does not constitute the ordinary day-to-day business ofthe Clearing House. Any standard
rules, customs, good practice guidelines or guidance or other industry practices relating to auctions or agency
sales are hereby disapplied and disclaimed. All and any rights of any Person bound by these CDS Default
Auction Procedures whichmay arise as aresult ofa liability ofthe Clearing Housepursuantto common law
or statutory duties applicable to auctioneers orselling agents are hereby expressly waived by all Secondary
CDS Auction Participants to the fullest extent permitted by law. The implied term of care and skill under
section 13 of the Supply of Goods and Services Act 1982 is hereby expressly excluded in respect of the
conduct of any Secondary CDS Auction by the Clearing House. The Clearing House expressly disclainms
any duty of care or skill in respect of the conduct of any Secondary CDS Auction by the Clearing House
arising other than expressly pursuant to these CDS Default Auction Procedures. The Clearing House will
not provideand has notprovided any valuation services in connection with any Secondary CDS Auction.

The time and dateat which Bids are due, thetime and date for the establishmentof CDS Contracts or calling
ofMargin or the ClesingBidding Close Time (subjectto paragraph3-82.10) may be delayed beyond the times
and dates set forth in these CDS Default Auction Procedures or specified in the Secondary CDS Auction
Specifications if the Clearing House, in its discretion, in consultation with the CDS Default Committee,
considers this tobe necessary or appropriate. Notwithstanding anything to the contrary in these CDS Default
Auction Procedures, to the fullest extent lawfully permissible, the Clearing House may postpone, cancel,
adjourn orterminate a Secondary CDS Auction atany time, in consultation with the CDS Default Committee.

Inrespect ofany Secondary CDS Auction, each Secondary CDS Auction Participant: (i) acknowledges that

copies of the Auctions (Bidding Agreements) Acts 1927 and 1969 (as amended and including any
amendments thereto) have beenmade available to it online at www.legislation.gov.uk for the duration of the

84



SR-ICEEU-2020-007 Amendment No. 1 Page 85 0f90

Exhibit 5 - Amended text ofthe CDS Auction Terms for CDS Default Auctions

AL O A P s PO e DAL T AL OO

7.7

Secondary CDS Auction and agrees and acknowledges that it has received any othernotices required to be
providedto it under Applicable Law; (ii) agrees and acknowledges that it has received sufficient information
concerning theidentity ofthe persons conducting the auction on behalf ofthe Clearing House; and (iii) waives
any right to make any claimthat it has not received any information or documentation ofa nature referred to
in this paragraph 7.6 and agrees in favour of the Clearing House notto make any statement to the contrary to
any third party.

Without limiting the obligations of CDS Clearing Members, Sponsored Principals, Sponsors and Customners
undertheRules, all Secondary CDS Auction Participants shall comply with Rule 203 ofthe Rules (including,
without limitation, complying with their obligation not to commit any act of fraud or to engage in any
behaviour which amounts to market abuse, insider dealing, market manipulation, money laundering,

anticompetitive conduct or which is in breach ofany similar Applicable Laws).
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	1. definitions AND INTRODUCTION
	The following definitions apply to Parts 1 and 2 of these CDS Default Auction Procedures:
	1.1 The term "Allocated Failed Auction Lot Resources" means Auction Lot Resources from a Failed Auction Lot allocated pursuant to paragraph 5.7 of Part 2 of these CDS Default Auction Procedures.
	1.2 The term "All or Nothing Bid":
	(i) with respect to a Primary CDS Auction, has the meaning set out in paragraph 3.8 of Part 1 of these CDS Default Auction Procedures; and
	(ii) with respect to a Secondary CDS Auction, has the meaning set out in paragraph 3.6 of Part 2 of these CDS Default Auction Procedures.
	1.3 1.2 The term "AP" means the Primary CDS Auction Clearing Price or Secondary CDS Auction Clearing Price (as applicable) for aan Auction Lot (converted into EUR at the rate specified in paragraph 2.2 of the Finance Procedures, if applicable), propor...
	1.4 The term "Auction Lot" means the whole, or any package constituting part of, the CDS Contracts of a Defaulter (and for a Secondary CDS Auction the CDS Contracts that are remaining after completion of the Primary CDS Auction) as determined and comm...
	1.5 The term "Auction Lot Assessment Contribution" means, for an Auction Lot and a CDS Clearing Member that is not a Defaulter, the Auction Lot Guaranty Fund Weighting multiplied by the CDS Assessment Contribution of such CDS Clearing Member.
	1.6 The term "Auction Lot CDS Direct Auction Participant Contribution" means, for an Auction Lot and a participating Direct Participating Customer, the Auction Lot Guaranty Fund Weighting multiplied by the Direct Auction Participant Contribution of su...
	1.7 The term "Auction Lot Guaranty Fund Contribution" means, for an Auction Lot and a CDS Clearing Member that is not a Defaulter, the Auction Lot Guaranty Fund Weighting multiplied by the CDS Guaranty Fund Contributions of such CDS Clearing Member.
	1.8 The term "Auction Lot Guaranty Fund Weighting" means the percentage equal to (A) the PRI applicable to such Auction Lot divided by (B) the aggregate of the PRIs for all Auction Lots in a Defaulter's portfolio.
	1.9 The term "Auction Lot Resources" means for an Auction Lot subject to a Secondary CDS Auction, the aggregate of the Auction Lot Assessment Contributions and Auction Lot Guaranty Fund Contributions for all CDS Clearing Members (that are not Defaulte...
	1.10 The term "Auction Lot Resource Shortfall" means for an Auction Lot subject to a Secondary CDS Auction, that the Auction Lot Resources are insufficient to allocate all CDS Contracts in that Auction Lot at the Secondary CDS Auction Clearing Price.
	1.11 1.3 The term "Bid" means, with respect to aan Auction Lot, an offer to purchase CDS Contracts in a Primary CDS Auction or Secondary CDS Auction (as applicable)  made by submitting a Bid Form.
	1.12 1.4 The term "Bidder" means, with respect to aan Auction Lot, a Primary CDS Auction Participant or a Secondary CDS Auction Participant (as applicable) that has submitted a Bid.
	1.13 The term "Bidding Close Time" means the closing time specified by the Clearing House for the relevant Primary CDS Auction or Secondary CDS Auction (as applicable) in the Primary CDS Auction Specifications or Secondary CDS Auction Specifications (...
	1.14 1.5 The term "Bid Form” means a bid form submitted via ICE's file transfer server or otherwise as set outSubmission" means the submission of a Bid via the DMS (or via such other means and in such format as is specified by the Clearing House, and)...
	1.15 1.6 The term "BP" means for a Primary CDS Auction Participant or a Secondary CDS Auction Participant and aan Auction Lot, (i) the weighted average Bid price of all valid Standard Bids made by such Primary CDS Auction Participant or Secondary CDS ...
	1.7 The term "CDS Auction" means the initial Default Auctions of CDS Contracts carried out in accordance with Rule 905(b)(i) and Part 1 of these CDS Auction Procedures (for the avoidance of doubt, such auctions are "Initial CDS Auctions" as defined in...
	1.8 The term "CDS Auction Announcement Circular" means a Circular in relation to the Event of Default specifying that a CDS Auction is to take place in accordance with Rule 901(b)(i).
	1.9 The term "CDS Auction Clearing Price" means, with respect to a Lot, the price of the Bid at which the sum of the notional amount of CDS Contracts with equal or higher Bids equals or is greater than the notional amount of CDS Contracts being auctio...
	1.10 The term "CDS Auction Participant" means each CDS Clearing Member that is not a Defaulter and any Direct Participating Customer.
	1.11 The term "CDS Auction Priority" means the CDS Auction Priority GF Sequence and the CDS Auction Priority AC Sequence.
	1.12 The term "CDS Auction Priority AC Sequence" means, pursuant to Rule 908(i), the following amounts, applied in the following order (i) first, the CDS Assessment Contributions of each Non-Bidding CDS Clearing Member, pro rata based on the relative ...
	1.13 The term "CDS Auction Priority GF Sequence" means, pursuant to Rule 908(i), the following amounts, applied in the following order: (i) first, the CDS Guaranty Fund Contributions of each Non-Bidding CDS Clearing Member and the CDS Direct Auction P...
	1.14 The term "CDS Auction Specifications" means CDS Auction Specifications in the form of the template set out in Annex A to these CDS Auction Procedures.
	1.16 1.15 The term "CDS Default Auction Procedures" means these Auction Terms for CDS Default Auctions.
	1.17 1.16 The term "Clearing House CDS Contributions Tranche" means the Replenishment Amounts multiplied by the sum of the Auction Lot Guaranty Fund Weightings for all Auction Lots other than Failed Auction Lots.
	1.17 The term "Closing Time" means the closing time specified by the Clearing House for the relevant CDS Auction or Secondary CDS Auction (as applicable) in the CDS Auction Specifications or Secondary CDS Auction Specifications (as applicable).
	1.18 The term "Direct Auction Participant Contribution" means the amount transferred to the Clearing House by a Direct Participating Customer in accordance with paragraph ‎1.19.
	1.19 The term "Direct Participating Customer" means a Customer, including a Sponsored Principal, invited by the Clearing House to participate in a Primary CDS Auction or Secondary CDS Auction, where (i) the relevant CDS Clearing Member or Sponsor has ...
	1.20 The term "Elective CDS Auction Participant" means a CDS Clearing Member that is not a Defaulter whose membership privileges allow it not to be a CDS Auction Participant or a Secondary CDS Auction Participant.DMS" means the Default Management Syst...
	1.21 The term "Excess Successful Auction Lot Resources" means, for aan Auction Lot subject to a Secondary CDS Auction, excess Auction Lot Resources from one or more other Auction Lots (other than Failed Auction Lots) in excess of the amount necessary ...
	1.22 The term "Excused Non-Participating Bidder" means, with respect to aan Auction Lot:
	(i) a CDS Clearing Member; or
	(ii) a Direct Participating Customer,
	that is (a) not subject to a Minimum Bid Requirement under paragraph ‎2.4 of Part 1 of these CDS Default Auction Procedures or paragraph ‎2.4 of Part 2 of these Secondary CDS Default Auction Procedures or (b) does not participate in the Primary CDS Au...
	1.23 The term "Failed Auction Lot" means aan Auction Lot subject to a Primary CDS Auction or a Secondary CDS Auction that is treated as failed:
	(i) for a Primary CDS Auction, in accordance with paragraph ‎5.6 of Part 1 of these CDS Default Auction Procedures; or
	(ii) for a Secondary CDS Auction, in accordance with paragraph ‎5.6 of Part 2 of these CDS Default Auction Procedures.

	1.24 The term "First CDS Auction" means the initial CDS Auction in respect of aan Auction Lot.
	1.25 The term "Lot" means the portfolio of a Defaulter (and for a Secondary CDS Auction the remaining portfolio of a Defaulter after Completion of the CDS Auction) as divided into discrete CDS Auctions or Secondary CDS Auctions (as applicable).
	1.26 The term "Lot Assessment Contribution" means, for a Lot and a CDS Clearing Member that is not a Defaulter, the Lot Guaranty Fund Weighting multiplied by the CDS Assessment Contribution of such CDS Clearing Member.
	1.27 The term "Lot CDS Direct Auction Participant Contribution" means, for a Lot and a participating Direct Participating Customer, the Lot Guaranty Fund Weighting multiplied by the CDS Direct Auction Participant Contribution of such Direct Participat...
	1.28 The term "Lot Guaranty Fund Contribution" means, for a Lot and a CDS Clearing Member that is not a Defaulter, the Lot Guaranty Fund Weighting multiplied by the CDS Guaranty Fund Contributions of such CDS Clearing Member.
	1.29 The term "Lot Guaranty Fund Weighting" means the percentage equal to (A) the PRI applicable to such Lot divided by (B) the aggregate of the PRIs for all Lots in a CDS Auction or Secondary CDS Auction (as applicable).
	1.30 The term "Lot Resources" means for a Lot subject to a Secondary CDS Auction, the aggregate of the Lot Assessment Contributions and Lot Guaranty Fund Contributions for all CDS Clearing Members (that are not Defaulters) for such Lot plus the Availa...
	1.31 The term "Lot Resource Shortfall" means for a Lot subject to a Secondary CDS Auction, that the Lot Resources are insufficient to allocate all CDS Contracts in that Lot at the Secondary CDS Auction Clearing Price.
	1.25 1.32 The term "Minimum Bid Requirement" means, subject to paragraphs ‎2.4 and ‎2.62.5 of Part 1 of these CDS Default Auction Procedures, and subject to paragraphs ‎2.4, 2.5 and ‎2.7 of Part 2 of these Secondary CDS Default Auction Procedures, wit...
	1.26 1.33 The term "Non-Bidding CDS Clearing Member" means a CDS Clearing Member, not being a Defaulter, that chooses not to participate or does not submit or make (or is deemed not to have submitted or made) a Bid in the relevant Primary CDS Auction ...
	1.27 1.34 The term "Non-Bidding Direct Participating Customer" means a Direct Participating Customer that chooses not to participate or does not submit or make (or is deemed not to have submitted or made) a Bid in the relevant Primary CDS Auction or S...
	1.28 1.35 The term "PRI" means, with respect to aan Auction Lot, the sum equal to the Initial Margin requirement applicable to the Open Contract Positions comprising such Auction Lot (exclusive of the so-called "jump-to-default risk" component), deter...
	1.29 The term "Primary CDS Auction", with respect to an Auction Lot, means an initial Default Auction of CDS Contracts carried out in accordance with Rule 905(b)(i) and Part 1 of these CDS Default Auction Procedures (and, for the avoidance of doubt, s...
	1.30 The term "Primary CDS Auction Announcement" means a notification by the Clearing House through DMS (or via such other means and in such format as is specified by the Clearing House) that a Primary CDS Auction is to take place, in accordance with ...
	1.31 The term "Primary CDS Auction Clearing Price" means, with respect to an Auction Lot in a Primary CDS Auction, the price of the Bid at which the sum of the notional amount of CDS Contracts with equal or higher Bid prices equals or is greater than ...
	1.32 The term "Primary CDS Auction Participant" means, with respect to a Primary CDS Auction, each CDS Clearing Member that is not a Defaulter and any Direct Participating Customer.
	1.33 The term "Primary CDS Auction Priority" means the Primary CDS Auction Priority GF Sequence and the Primary CDS Auction Priority AC Sequence.
	1.34 The term "Primary CDS Auction Priority AC Sequence" means, pursuant to Rule 908(i), the following amounts, applied in the following order and in each case pro rata for the relevant Auction Lot of a Primary CDS Auction by applying the Auction Lot ...
	1.35 The term "Primary CDS Auction Priority GF Sequence" means, pursuant to Rule 908(i), the following amounts, applied in the following order and in each case pro rata for the relevant Auction Lot of a Primary CDS Auction by applying the Auction Lot ...
	1.36 The term "Primary CDS Auction Specifications" has the meaning set out in paragraph 2.5 of Part 1 of these CDS Default Auction Procedures.
	1.37 The term "Repeat CDS Auction" means a further Primary CDS Auction in respect of an Auction Lot, after an unsuccessful or partially unsuccessful First CDS Auction.
	1.38 1.36 The term "Replenishment Amounts" means amounts or assets of the Clearing House applied by the Clearing House or other third parties applied to meet any shortfall, loss or liability (not being Clearing House Contributions, Loss Assets, Guaran...
	1.39 1.37 The term "Rules" means the ICE Clear Europe Rules.
	1.38 The term "Second CDS Auction" means a further CDS Auction in respect of a Lot.
	1.40 1.39 The term "Secondary CDS Auction" means the, with respect to an Auction Lot, a secondary default auctionsauction of remaining CDS Contracts carried out in accordance with Rule 905(d)(i)(B) and Part 2 of these CDS Default Auction Procedures.
	1.41 1.40 The term "Secondary CDS Auction Announcement Circular" means a Circular in relation to the Event of Default specifyingnotification by the Clearing House through DMS (or via such other means and in such format as is specified by the Clearing ...
	1.42 1.41 The term "Secondary CDS Auction Clearing Price" means, with respect to aan Auction Lot in a Secondary CDS Auction, the price of the Bid at which the sum of the notional amount of CDS Contracts with equal or higher BidsBid prices equals or is...
	1.43 1.42 The term "Secondary CDS Auction Participant" means, with respect to a Secondary CDS Auction, each CDS Clearing Member that is not a Defaulter and any Direct Participating Customer.
	1.44 1.43 The term "Secondary CDS Auction Priority" means the Secondary CDS Auction Priority GF Sequence and the Secondary CDS Auction Priority AC Sequence.
	1.45 1.44 The term "Secondary CDS Auction Priority AC Sequence" means, pursuant to Rule 908(i), the following amounts, applied in the following order and in each case pro rata for the relevant Auction Lot of a Secondary CDS Auction by applying the Auc...
	1.46 1.45 The term "Secondary CDS Auction Priority GF Sequence" means, pursuant to Rule 908(i), the following amounts, applied in the following order and in each case pro rata for the relevant Auction Lot of a Secondary CDS Auction by applying the Auc...
	1.47 1.46 The term "Secondary CDS Auction Specifications" means Secondary CDS Auction Specifications in the form of the template set out in Annex A tohas the meaning set out in paragraph 2.7 of Part 2 of these CDS Default Auction Procedures.
	1.48 1.47 The term "Senior Assessment Contribution" means, with respect to aan Auction Lot:
	(i) for a CDS Clearing Member that is a Senior Bidder or Excused Non-Participating Bidder (other than an Elective CDS Auction Participant), its, its Auction Lot Assessment Contribution;
	(ii) for a CDS Clearing Member that is a Split Bidder, a portion of its Auction Lot Assessment Contribution determined pursuant to the following formula:
	its Auction Lot Assessment Contribution multiplied by ((BP - Subordinate Threshold Price) / PRI)
	(iii) for a CDS Clearing Member that is a Subordinate Bidder, zero;
	(iv) for a CDS Clearing Member that is a Defaulter, zero; and
	solely in a Primary CDS Auction:
	(v) in the case of a Failed Auction Lot, for each CDS Clearing Member that is not a Defaulter, its Auction Lot Assessment Contribution.
	1.49 1.48 The term "Senior Assessment Contribution Tranche" means the aggregate of the Senior Assessment Contributions of each CDS Clearing Member for all Auction Lots (other than Failed Auction Lots under a Secondary CDS Auction).
	1.50 1.49 The term "Senior Bidder" means, with respect to aan Auction Lot, a Primary CDS Auction Participant whose BP for the Auction Lot is more competitive than the Senior Threshold Price.
	1.51 1.50 The term "Senior Guaranty Fund Contribution" means, with respect to aan Auction Lot:
	(i) for a CDS Clearing Member that is a Senior Bidder or Excused Non-Participating Bidder (other than an Elective CDS Auction Participant), its, its Auction Lot Guaranty Fund Contribution;
	(ii) for a CDS Clearing Member that is a Split Bidder, a portion of its Auction Lot Guaranty Fund Contribution determined pursuant the following formula:
	its Auction Lot Guaranty Fund Contribution multiplied by ((BP – Subordinate Threshold Price) / PRI)
	(iii) for a CDS Clearing Member that is a Subordinate Bidder, zero;
	(iv) for a CDS Clearing Member that is a Defaulter, zero; and
	solely in a Primary CDS Auction:
	(v) in the case of a Failed Auction Lot, for each CDS Clearing Member that is not a Defaulter, its Auction Lot Guaranty Fund Contribution;
	(vi)  for a Direct Participating Customer that is a Senior Bidder or Excused Non-Participating Bidder (other than an Elective CDS Auction Participant), zero;
	(vii) for a Direct Participating Customer that is a Split Bidder, a portion of its Auction Lot CDS Direct Auction Participant Contribution determined pursuant to the following formula:
	its Auction Lot CDS Direct Auction Participant Contribution multiplied by ((BP – Subordinate Threshold Price) / PRI)
	(viii) for a Direct Participating Customer that is a Subordinate Bidder, zero; and
	(ix) in the case of a Failed Auction Lot, for each Direct Participating Customer, its Auction Lot CDS Direct Auction Participant Contribution.
	1.52 1.51 The term "Senior Guaranty Fund Tranche" means the aggregate of the Senior Guaranty Fund Contributions of each CDS Clearing Member (other than Failed Auction Lots under a Secondary CDS Auction) for all Auction Lots.
	1.53 1.52 The term "Senior Threshold Price" means, with respect to aan Auction Lot, an amount (expressed in EUR, with a negative number meaning an amount payable by the Clearing House) equal to AP minus ½ of the PRI.  Solely for purposes of the calcul...
	1.54 1.53 The term "Split Bidder" means, with respect to aan Auction Lot, a Primary CDS Auction Participant or Secondary CDS Auction Participant (as applicable) whose BP for the Auction Lot is between the Senior Threshold Price and the Subordinate Thr...
	1.55 The term "Standard Bid":
	(i) with respect to a Primary CDS Auction, has the meaning set out in paragraph 3.8 of Part 1 of these CDS Default Auction Procedures; and
	(ii) with respect to a Secondary CDS Auction, has the meaning set out in paragraph 3.6 of Part 2 of these CDS Default Auction Procedures.
	1.56 1.54 The term "Subordinate Assessment Contribution" means, with respect to aan Auction Lot:
	(i) for a CDS Clearing Member that is a Subordinate Bidder, its Auction Lot Assessment Contribution;
	(ii) for a CDS Clearing Member that is a Split Bidder, a portion of its Auction Lot Assessment Contribution equal to its Auction Lot Assessment Contribution minus its Senior Assessment Contribution;
	(iii) for a CDS Clearing Member that is a Senior Bidder or Excused Non-Participating Bidder (other than an Elective CDS Auction Participant), zero;
	(iv) for a CDS Clearing Member that is a Defaulter, all its available Assessment Contributions; and
	solely in a Primary CDS Auction:
	(v) in the case of a Failed Auction Lot, for each CDS Clearing Member that is not a Defaulter, zero.
	1.57 1.55 The term "Subordinate Assessment Contribution Tranche" means the aggregate of the Subordinate Assessment Contributions of each CDS Clearing Member for all Auction Lots (other than Failed Auction Lots under a Secondary CDS Auction).
	1.58 1.56 The term "Subordinate Bidder" means, with respect to aan Auction Lot, a Primary CDS Auction Participant or Secondary CDS Auction Participant (as applicable) whose BP for the Auction Lot is less competitive than the Subordinate Threshold Pric...
	1.59 1.57 The term "Subordinate Guaranty Fund Contribution" means, with respect to aan Auction Lot:
	(i) for a CDS Clearing Member that is a Subordinate Bidder, its Auction Lot Guaranty Fund Contribution;
	(ii) for a CDS Clearing Member that is a Split Bidder, a portion of its Auction Lot Guaranty Fund Contribution equal to its Auction Lot Guaranty Fund Contribution minus its Senior Guaranty Fund Contribution;
	(iii) for a CDS Clearing Member that is a Senior Bidder or Excused Non-Participating Bidder other than an Elective CDS Auction Participant, zero;
	(iv) for a CDS Clearing Member that is a Defaulter, all its available CDS Guaranty Fund Contributions; and
	solely in a Primary CDS Auction:
	(v) in the case of a Failed Auction Lot, for each CDS Clearing Member that is not a Defaulter, zero;
	(vi) for a Direct Participating Customer that is a Subordinate Bidder, its Auction Lot CDS Direct Auction Participant Contribution;
	(vii) for a Direct Participating Customer that is a Split Bidder, a portion of its Auction Lot CDS Direct Auction Participant Contribution equal to its Auction Lot CDS Direct Auction Participant Contribution minus its Senior Guaranty Fund Contribution;
	(viii) for a Direct Participating Customer that is a Senior Bidder or Excused Non-Participating Bidder other than an Elective CDS Auction Participant, zero; and
	(ix) in the case of a Failed Auction Lot, for each Direct Participating Customer, zero.
	1.60 1.58 The term "Subordinate Guaranty Fund Tranche" means the aggregate of the Subordinate Guaranty Fund Contributions of each CDS Clearing Member (other than Failed Auction Lots under a Secondary CDS Auction) and, in respect of a Primary CDS Aucti...
	1.61 1.59 The term "Subordinate Threshold Price" means, with respect to aan Auction Lot, an amount (expressed in EUR, with a negative number meaning an amount payable by the Clearing House) equal to (A) AP minus (B) 1.5 multiplied by the PRI.  Solely ...
	1.62 1.60 The term "Winning Bid", for an Auction Lot, means a Bid which results in the entry into a CDS Contract or CDS Contracts at the Primary CDS Auction Clearing Price or Secondary CDS Auction Clearing Price (as applicable), determined in accordan...
	1.63 1.61 The term "Winning Bidder", of an Auction Lot, means the relevanta CDS Clearing Member whose Bid is thea Winning Bid (for one of its Proprietary Account, itsAccounts or Customer AccountAccounts for the account of theany relevant Customer, or ...
	The following interpretative provisions also apply to these CDS Auction Procedures:
	1.64 These CDS Default Auction Procedures govern the auctioning of Auction Lots representing one or more CDS Contracts to which a Defaulter is or was a party, where such auction is administered by the Clearing House pursuant to Part 9 of the ICE Clear...
	1.65 These CDS Default Auction Procedures shall apply to CDS Auctions conducted by the Clearing House pursuant to Part 9 of the Rules.  However, they may be modified or supplemented for any particular CDS Auction pursuant to the relevant CDS Auction S...
	1.66 The Clearing House will aim to conduct CDS Auctions in accordance with its default policies including, but not limited to, its CDS Default Management Policy.  In the event of a conflict between the terms of such default policies and these CDS Def...
	1.67 Subject to paragraph 1.68 to 1.73 below, these CDS Default Auction Procedures, and all non-contractual obligations arising out of or in connection with them, are governed by and shall be construed in accordance with English law and any Dispute un...
	1.68 Solely as between an FCM/BD Clearing Member and the Clearing House, those provisions of these CDS Default Auction Procedures inasmuch as they relate solely to an issue or matter concerning:
	(a) the pledging, transfer, holding, use and segregation of Pledged Collateral provided by an FCM/BD Clearing Member (or other property, excluding for the avoidance of doubt the Contracts themselves recorded in such an Account, recorded in a Customer ...
	(b) the application of any net sum owed in favour of the FCM/BD Clearing Member in respect of a Customer Account or Proprietary Account that is designated as an account in respect of which Pledged Collateral may be provided,

	and, solely to the extent relevant to interpreting the foregoing provisions in such circumstances, relevant definitions and interpretative provisions in these CDS Default Auction Procedures (such provisions, together or separately "Pledged Collateral ...
	1.69 For the avoidance of doubt, paragraph 1.68 is an exception to paragraph 1.67 and Rule 102(s) which provide that the CDS Default Auction Procedures and Rules respectively shall be governed by and construed in accordance with the laws of England an...
	(a) all of the provisions of these CDS Default Auction Procedures relating to the Designated System;
	(b) any Dispute or issue arising as between a Non-FCM/BD Clearing Member or Sponsored Principal on the one hand and the Clearing House on the other hand;
	(c) any Dispute or issue arising in respect of a Customer Account or Proprietary Account that is not designated as an account in respect of which Pledged Collateral may be provided;
	(d) any matter relating to Pledged Collateral of a Non-FCM/BD Clearing Member or a Sponsored Principal;
	(e) any Pledged Collateral provided by an FCM/BD Clearing Member or Sponsored Principal pursuant to an English law Pledged Collateral Addendum; and
	(f) the Contract Terms of all Contracts.

	1.70 Where a dispute between an FCM/BD Clearing Member and the Clearing House relates to one or more Pledged Collateral Matters, notwithstanding the provisions of Rule 117, solely the allegations or claims relating to the Pledged Collateral Matters in...
	(a) submits to the exclusive jurisdiction of the New York Courts solely in respect of allegations or claims relating to Pledged Collateral Matters; and
	(b) agrees that service of process will be validly effected by sending notice in accordance with Rule 113.

	1.71 All allegations or claims other than those over which the New York Courts have exclusive jurisdiction pursuant to paragraph 1.70 shall be finally and exclusively determined by way of arbitration pursuant to Rule 117.  It is expressly recognised t...
	1.72 Nothing in this paragraph 1 precludes the Clearing House from bringing an action to enforce a judgment from any New York Court or award of any arbitral tribunal in any court of competent jurisdiction.
	1.73 EACH CLEARING MEMBER AND THE CLEARING HOUSE HEREBY IRREVOCABLY WAIVES TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY WITH RESPECT TO ANY DISPUTE ARISING OUT OF, UNDER OR IN CONNECTION WITH THESE DELIVER...
	(a) CERTIFIES THAT NO REPRESENTATIVE OF ANY OTHER PERSON BOUND BY THESE RULES HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON WOULD NOT, IN THE EVENT OF ANY SUCH DISPUTE, SEEK TO ENFORCE THE FOREGOING WAIVER; AND
	(b) ACKNOWLEDGES THAT IT HAS BEEN INDUCED TO ENTER INTO THESE RULES, ALL CONTRACTS AND ALL OTHER TRANSACTIONS CONTEMPLATED BY THESE RULES, AS APPLICABLE, BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS PARAGRAPH 1.
	1.74 1.62 Capitalised terms used, but not defined, in these CDS AuctionsDefault Auction Procedures shall have the meanings given to them in the Rules, CDS Procedures, Finance Procedures or CDS Standard Terms as applicable, and in the order of priority...
	1.75 1.63 In these CDS Default Auction Procedures, the term 'CDS Clearing Members' shall be construed to exclude any CDS Clearing Member that is a Defaulter and the terms 'Sponsor' and 'Sponsored Principal' shall be construed to exclude any Sponsor or...
	1.64 A reference herein to CDS Contracts includes, where automatic early termination has taken place under Part 9 of the Rules or the Contract Terms, a reference to an auction of the terminated CDS Contracts or notional amounts representing such CDS C...
	PART 1 – PRIMARY CDS AUCTIONS


	1. INTRODUCTION
	1.1 Part 1 of these CDS Default Auction Procedures govern the auctioning of one or more Auction Lots in one or more Primary CDS Auctions, representing CDS Contracts to which a Defaulter is or was a party, where such auction is administered by the Clea...
	1.2 Part 1 of these CDS Default Auction Procedures shall apply to every Primary CDS Auction conducted by the Clearing House pursuant to Rule 905(b)(i).  However, they may be modified or supplemented for any particular Primary CDS Auction pursuant to t...
	1.3 The Clearing House will conduct CDS Auctions in accordance with its default policies.  In the event of a conflict between the terms of such default policies and Part 1 of these CDS Default Auction Procedures (as modified or supplemented by any app...
	1.3 1.4 References in this Part 1 of the CDS Default Auction Procedures to paragraph numbers shall be to paragraphs in this Part 1, unless otherwise stated.

	2. The auction process
	2.1 Any Primary CDS Auctions of CDS Contracts to which a Defaulter is or was party will take place after the Clearing House has issued amade a Primary CDS Auction Announcement Circularto CDS Clearing Members.  The Clearing House will provide such adva...
	2.2 EachSubject to a zero Minimum Bid Requirement being established pursuant to paragraph 2.4, each CDS Clearing Member is required to Bid in every Primary CDS Auction and for everyany Auction Lot in a Primary CDS Auction regardless of whether such CD...
	2.3 A CDS Clearing Member may Bid for the account of a Customer and a Sponsor may Bid for the account of a Sponsored Principal, subject to paragraph ‎3.73.8.  References to a CDS Clearing Member here shall include, where necessary, in respect of an In...
	2.4 Where applicable, each Primary CDS Auction Participant's Minimum Bid Requirement in respect of a particular Auction Lot shall be communicated to it individually by the Clearing House through the DMS (or via such other means and in such format as i...
	2.5 The Clearing House may, in consultation with the CDS Default Committee, divide the portfolio of a Defaulter into one or more Auction Lots as it considers appropriate.  The Clearing House may at its discretion determine which particular CDS Contrac...
	In respect of each Auction Lot, the Clearing House will provide each Primary CDS Auction Participant (other than Defaulters) with information about CDS Contracts to be auctioned, timing for the Bidding process, participation criteria, and, without pr...
	2.6 If any Person which has been provided a copy of anywith the Primary CDS Auction Specifications believes that he does not satisfy any of the specified participation criteria, he should contact the Clearing House as soon as practicable, and, if the ...
	2.7 The requirements applicable to a Direct Participating Customer will not apply to any other Customers of CDS Clearing Members, for whose account a CDS Clearing Member may submit a Bid in an auction. Equally, the requirements applicable to a Direct ...
	2.8 Primary CDS Auction Participants shall be treated equally as regards the provision of information relating to Primary CDS Auctions by the Clearing House.  Any Person (including any CDS Clearing Member, Customer, Sponsor, Sponsored Principal or Dir...
	2.9 All Bids must be made by submitting a Bid Form.  Bids must be receivedsubmitted via the DMS (or via such other means and in such format as is specified by the Clearing House).  Bids can only be submitted during the time window and prior to the Clo...
	2.10 The Primary CDS Auction will proceed pursuant to a 'sealed bid' process whereby the relevant Primary CDS Auction Participants will be asked to submit Bids for the relevant Auction Lot or a particular percentage of the Lot in the appropriate Bid F...
	2.11 A Bid Form will be treated as invalid and void if it is illegible, spoiled or is incomplete, as applicable.
	2.11 2.12 During such period after the Closing Time as is specified in theAfter the Bidding Close Time for any Primary CDS Auction Specifications, the Clearing House will notify Primary CDS Auction Participants to inform them either: (i) that there we...
	2.12 2.13 A Winning Bidder (or its CDS Clearing Member, Sponsor or Sponsored Principal, if applicable) may be required to post additional Margin as and when required in accordance with the Clearing House'sHouse’s margin methodology and procedures.

	3. THE BIDDING PROCESS
	3.1 A Primary CDS Auction Participant will make Bids for each Auction Lot in a Primary CDS Auction which, as a minimum, comply with any applicable Minimum Bid Requirement notified to it.  Any failure to comply with an applicable Minimum Bid Requiremen...
	3.2 With respect to each Primary CDS Auction, the Clearing House will determine the Auction Lot Guaranty Fund Weighting for eachthe Auction Lot.
	3.3 The order of application of CDS Guaranty Fund Contributions and Assessment Contributions shall be modified if there is a CDS Default Auction as set out in Rule 908(i).  The Primary CDS Auction Priority established for a Primary CDS Auction will ap...
	3.4 Following the conclusion of the default procedures in accordance with Part 9 of the Rules, any unused CDS Direct Auction Participant Contributions will be returned to the relevant Direct Participating Customer.
	3.5 Notwithstanding anything to the contrary herein, a Non-Bidding CDS Clearing Member with respect to anyan Auction Lot, or a Non-Bidding Direct Participating Customer with respect to anyan Auction Lot, will be treated as such for purposes hereof wit...
	3.6 The Auction Lot CDS Direct Auction Participant Contribution of a CDS Direct Participating Customer that is a Senior Bidder for that Auction Lot will not be applied pursuant to the Primary CDS Auction Priority.  Following the conclusion of the defa...
	3.7 For the avoidance of doubt, if a Primary CDS Auction fails in respect of all Lotsthe entire Auction Lot, no Primary CDS Auction Priority will be established for that Primary CDS Auction and amounts will be charged to thefor that Auction Lot and CD...
	3.8 A Primary CDS Auction Participant may submit multiple Bids for each Auction Lot, or (if it is a CDS Clearing Member) a percentage of each Auction Lot, in a particular LotPrimary CDS Auction on its own account or for the account of a Customer, prov...
	3.9 All the requirements of the Rules concerning the provision of information to the Clearing House, including in Rule 106 and Part 2, apply in respect of the submission of Bids by a Primary CDS Auction Participant.
	3.10 Bids can only be submitted during the time window specified by the Clearing House in the CDS Auction Specifications.  The time period for submission will end at the Closing Time.  The Closing Time may be postponed for up to one hour by the Cleari...
	3.10 3.11 A Bid must be in respect of all CDS Contracts or a percentage of all CDS Contracts in the relevant Auction Lot.  Any partial Bids, such as Bids which specify a particular CDS Contract, will be invalid and void. With respect to a particular A...
	3.11 3.12 No Primary CDS Auction Participant may make a referential Bid (e.g. a Bid which purports to be a Bid which is €1 higher or lower than the highest or lowest Bidder) or make a Bid that is subject to conditions.  Any such Bid will be treated as...
	3.12 3.13 A Primary CDS Auction Participant may amend or modify a submitted Bid by resubmitting its entire Bid FormSubmission through DMS (or such other means and in such format as is specified by the Clearing House).  In the event a Bid FormSubmissio...
	3.13 3.14 Each Bid will be deemed to have been submitted at the time it is recorded as being received by the Clearing House.  Except as provided in paragraph ‎3.133.12, any Bid received after the ClosingBidding Close Time will be treated as invalid an...
	3.14 3.15 Any Bid that does not comply with the requirements of these CDS Default Auction Procedures or the Primary CDS Auction Specifications will be treated as invalid and void.  Bids so invalidated will not be counted toward a Primary CDS Auction P...
	3.15 3.16 Any CDS Clearing Member that is a Defaulter will be ineligible to participate in a Primary CDS Auction relating to another Defaulter's Contracts and will be treated for purposes of the Primary CDS Auction Priority as if it had chosen not to ...

	4. PARTICIPATION BY CUSTOMERS AND SPONSORED PRINCIPALS IN THE AUCTION
	4.1 A CDS Clearing Member may make an unlimited number of separate Bids in respect of its Customers for whom it acts as Clearing Member or Sponsored Principals for whom it acts as Sponsor (in addition to any Bids for its Proprietary Account), in accor...
	4.2 A CDS Clearing Member shall become liable for the entry into of CDS Contracts resulting from the Bids made on behalf of a Customer including any Direct Participating Customer that is its Customer in the same way as it is liable for and becomes par...
	4.3 Except as otherwise set out in these CDS Auction Procedures and as provided for in the Rules, each CDS Auction Participant (that is not already bound hereto) shall hereby be deemed to have agreed to become bound by these CDS Auction Procedures and...
	4.3 Each Direct Participating Customer must enter into a CDS Auction Participation Agreement with its CDS Clearing Member (which agreement the Clearing House may enforce), prior to the commencement of any Primary CDS Auction, as a condition of its par...
	4.4 The Clearing House reserves the right to verify any Bid to ensure such Bid will be cleared by a CDS Clearing Member or Sponsor and reserves the right to invalidate a Bid where the Clearing House reasonably believes that such Bid, if accepted, woul...

	5. SELECTION OF THE WINNING BID
	5.1 The Clearing House's primary goal in respect of a Primary CDS Auction will be to conduct a successful and competitive Primary CDS Auction. For purposes hereof, a Primary CDS Auction with respect to aan Auction Lot will be successful if it is fully...
	5.2 The Clearing House may, at its discretion but giving due consideration to the CDS Default Management Policy, set any minimum reserve price and/or any maximum reserve price (which in either case may not be disclosed to any Bidders).
	5.3 The Clearing House may at its discretion, in consultation with the CDS Default Committee, withdraw aan Auction Lot prior to or after the ClosingBidding Close Time.
	5.4 Promptly after the ClosingBidding Close Time for aan Auction Lot, the Clearing House will sort Bids submitted to it in the order of the Bid price (the price Bid per percentage unit of notional amount).  The Bids will be ordered sequentially, start...
	Examples of how the Primary CDS Auction Clearing Price is calculated are set out below, for illustrative purposes only:
	Example 1
	Note in these examples a negative Bid indicates a payment by the Clearing House
	Example 2
	Example 3
	Example 4
	5.5 All CDS Contracts shall be allocated to winning CDS Auction Participants at theWinning Bidders at the Primary CDS Auction Clearing Price in a fair and consistent manner and in accordance with the Bid size used in the calculation of the Primary CDS...
	5.6 The Clearing House may, in the FirstPrimary CDS Auction at its discretion, in consultation with the CDS Default Committee, (i) determine the Primary CDS Auction Clearing Price for such Auction Lot for less than 100% of the notional amount of the C...
	An example of how this paragraph ‎5.6 would apply is set out below, for illustrative purposes only:
	5.7 Any SecondRepeat CDS Auction shall be announced pursuant to a further Primary CDS Auction Announcement Circular and shall be held in accordance with these CDS Default Auction Procedures.  The Clearing House shall circulate a CDS Auction Specificat...
	5.8 Each Bid constitutes an offer to the Clearing House to enter into CDS Contracts pursuant to a Transfer governed by Rule 904(b) (but without regard to any Customer or Customer-CM Transactions of the Defaulter) and Part 4 of the Rules, such offer be...
	5.9 The Clearing House may abandon or alter the procedure for any Primary CDS Auction, including conducting SecondRepeat CDS Auctions, at any time prior to the entry into of CDS Contracts with Winning Bidders, taking into account such considerations a...
	5.10 In the event that there is or are one or morea Failed LotsAuction Lot for a Primary CDS Auction, for whatever reason, the Clearing House may, at its discretion, in consultation with the CDS Default Committee, (i) run a SecondRepeat CDS Auction fo...

	Unless paragraph 5.6 applies, the Primary CDS Auction Clearing Price will be -€120,0012,000,000/1%.  Portfolio100%.  Auction Lot will be allocated in full to bids 1,2 and 3 and  allocated in part to bid 4.
	Unless paragraph 5.6 applies, the Primary CDS Auction Clearing Price will be -€120,0012,000,000/1%.  Portfolio100%.  Auction Lot will be allocated in full to bids 1,2 and 3. Bids 4(1) and 4(2) will receive a pro rata share of the remaining PortfolioAu...
	Unless paragraph 5.6 applies, the Primary CDS Auction Clearing Price will be -€3,000,000/100%.  Auction Lot will be allocated in full to bid 3.
	The Primary CDS Auction Clearing Price for 80% of the portfolioAuction Lot shall be -€100,0010,000,000/1100%.
	6. post-bid procedure
	6.1 The Winning Bidder will become a party to new CDS Contracts with the Clearing House on economically identical terms to the CDS Contracts that are the subject of the Auction Lot in the Primary CDS Auction.  CDS Contracts will be established with th...
	6.2 Customer-CM Transactions that are entered into as a result of the Primary CDS Auction will be established in accordance with the Rules, the Procedures and the Standard Terms at the same time as CDS Contracts are entered into pursuant to paragraph ...
	6.3 Such Customer-CM Contracts resulting from the Primary CDS Auction will be established between the Clearing House and the Winning Bidder(s) (or its or their CDS Clearing Member(s) or Sponsor(s)) in respect of any particular CDS Contract, at the Pri...
	6.4 The Winning Bidder may be subject to an additional Margin call as a consequence of it becoming party to CDS Contracts pursuant to a Primary CDS Auction (whether for one of its Proprietary Account,Accounts or Customer Account orAccounts including I...
	6.5 Records of new CDS Contracts in Accounts at the Clearing House may be updated by the Clearing House after the time that new CDS Contracts arise.  The Winning Bidder will become party to new CDS Contracts resulting from the Primary CDS Auction at t...
	6.6 Once new CDS Contracts have been established between the Winning Bidder and the Clearing House, the Bid which gave rise to the CDS Contracts will be treated as valid regardless of any failure of the Primary CDS Auction Participant to have satisfie...

	7. OTHER TERMS
	7.1 Neither the Clearing House nor any of its Affiliates makes any representation or warranty as to the accuracy of any records of the Defaulter or any of its Affiliates.  In particular, the Clearing House makes no representation or warranty as to whe...
	7.2 Although the information to be provided by the Clearing House in respect of a Primary CDS Auction is believed to be accurate subject to the qualifications in paragraph ‎7.1 above, neither the Clearing House nor any of its Affiliates, nor any of th...
	7.3 The Clearing House is under no obligation to enforce these CDS Default Auction Procedures against a Bidder at the request of any other Bidder.
	7.4 All Primary CDS Auction Participants are hereby on notice that the Clearing House is not a member of any professional or other association, society, institution or organisation of auctioneers or agents and is not therefore bound by the rules or pr...
	7.5 The time and date at which Bids are due, the time and date for the establishment of CDS Contracts or calling of Margin or the ClosingBidding Close Time (subject to paragraph 4.92.9) may be delayed beyond the times and dates set forth in these CDS ...
	7.6 In respect of any Primary CDS Auction, each Primary CDS Auction Participant:  (i) acknowledges that copies of the Auctions (Bidding Agreements) Acts 1927 and 1969 (as amended and including any amendments thereto) have been made available to it onl...
	7.7 Without limiting the obligations of CDS Clearing Members, Sponsored Principals, Sponsors and Customers under the Rules, all Primary CDS Auction Participants shall comply with Rule 203 of the Rules (including, without limitation, complying with the...
	(a) shall comply at all times in respect of that information with applicable Market Abuse Laws;
	(b) agrees that it shall not disclose or make available such information to any Person within or outside of its organisation, with the exception of those who need to receive it to carry out functions in connection with a Primary CDS Auction and who ar...
	(c) agrees that no Person within its organisation may engage in any client trading or proprietary trading activities for the Primary CDS Auction Participant or any of its clients while in possession of any such information, until such time as the info...
	(d) agrees that those in possession of such information shall not trade or otherwise effect any transactions on any Exchange or Market in any Contracts to which such information relates until such time as the information ceases to be Inside Informatio...
	(e) where such information constitutes “inside information” for the purposes of the Market Abuse Regulation, agrees to maintain an “insider list” of all persons within its organisation or any third party information who have access to the information,...
	(i)  the identity and role of each person;
	(ii) the reason why each person requires access to the information;
	(iii) the date and time on which each person obtained access to the information; and
	(iv) the date and time on which the insider list was created and updated.


	7.8 It is the responsibility of each Winning Bidder to make any transaction or other reports or notifications to any Regulatory Authority or Governmental Authority (including, without limitation, any transaction reports) that it is required to make pu...
	Annex A
	Annex B
	PART 2 – SECONDARY CDS AUCTIONS


	1. INTRODUCTION
	1.1 Part 2 of these CDS Default Auction Procedures governsgovern the auctioning of one or more Auction Lots in one or more Secondary CDS Auctions representing the remaining CDS Contracts to which a Defaulter is or was a party, where such auction is ad...
	1.2 Part 2 of these Secondary CDS Default Auction Procedures shall apply to every Secondary CDS Auction conducted by the Clearing House pursuant to Rule 905(d)(i)(B).  However, they may be modified or supplemented for any particular Secondary CDS Auct...
	1.3 The Clearing House will conduct Secondary CDS Auctions in accordance with its default policies.  In the event of a conflict between the terms of such default policies and Part 2 of these Secondary CDS Auction Procedures (as modified or supplemente...
	1.3 1.4 References in this Part 2 of the CDS Default Auction Procedures to paragraph numbers shall be to paragraphs in this Part 2, unless otherwise stated.

	2. THE AUCTION PROCESS
	2.1 Any Secondary CDS Auctions of CDS Contracts to which a Defaulter is or was party will take place after the Clearing House has issuedmade a Secondary CDS Auction Announcement Circularto CDS Clearing Members.  The Clearing House will provide such ad...
	2.2 EachSubject to a zero Minimum Bid Requirement being established pursuant to paragraphs 2.4 and 2.5, each CDS Clearing Member is required to Bid in every Secondary CDS Auction and for everyany Auction Lot in a Secondary CDS Auction regardless of wh...
	2.3 A CDS Clearing Member may Bid for the account of a Customer and a Sponsor may Bid for the account of a Sponsored Principal, subject to paragraph ‎3.6.  References to a CDS Clearing Member here shall include, where necessary, in respect of an Indiv...
	2.4 Each Secondary CDS Auction Participant'sParticipant’s Minimum Bid Requirement in respect of a particular Auction Lot shall be communicated to it individually by the Clearing House through the DMS (or via such other means and in such format as is s...
	2.5 A Secondary CDS Auction Participant will notify the Clearing House promptly and in any event at least 12 hours prior to the opening of the relevant Secondary CDS Auction (or if the Clearing House has provided less than 15 hours' notice of the rele...
	2.6 The Clearing House may, in consultation with the CDS Default Committee, divide the remaining portfolio of a Defaulter (after unsuccessful completion of the Primary CDS AuctionAuction(s)) into discrete Secondary CDS Auctions, each consisting of one...
	2.7 In respect of each Auction Lot, the Clearing House will provide each Secondary CDS Auction Participant (other than Defaulters) with information about CDS Contracts to be auctioned, timing for the Bidding process, participation criteria, and, witho...
	2.8 A CDS Clearing Member'sMember’s Bid forin respect of one of its Proprietary Account,Accounts or Customer Account, orAccounts (including, in respect of a Sponsored Principal for which it acts as Sponsor, Individually Segregated Sponsored AccountAcc...
	2.9 Secondary CDS Auction Participants shall be treated equally as regards the provision of information relating to Secondary CDS Auctions by the Clearing House.  Any Person (including any CDS Clearing Member, Customer, Sponsor, Sponsored Principal or...
	2.10 All Bids must be made by submitting a Bid Form.  Bids must be receivedsubmitted via the DMS (or via such other means and in such format as is specified by the Clearing House).  Bids can only be submitted during the time window and prior to the Cl...
	2.11 The Secondary CDS Auction will proceed pursuant to a 'sealed bid' process whereby the relevant Secondary CDS Auction Participants will be asked to submit Bids for the relevant Auction Lot or a particular percentage of the Auction Lot in the appro...
	2.12 A Bid Form will be treated as invalid and void if it is illegible, spoiled or is incomplete, as applicable.
	2.12 [Not used.]
	2.13 During such period after the Closing Time as is specified in theAfter the Bidding Close Time for any Secondary CDS Auction Specifications, the Clearing House will notify Secondary CDS Auction Participants to inform them either: (i) that there wer...
	2.14 A Winning Bidder (or its CDS Clearing Member, Sponsor or Sponsored Principal, if applicable) may be required to post additional Margin as and when required in accordance with the Clearing House's margin methodology and procedures.

	3. THE BIDDING PROCESS
	3.1 A Secondary CDS Auction Participant will make Bids for each Auction Lot in a Secondary CDS Auction which, as a minimum, comply with any applicable Minimum Bid Requirement notified to it.  Any failure to comply with an applicable Minimum Bid Requir...
	3.2 With respect to each Secondary CDS Auction, the Clearing House will determine the Auction Lot Guaranty Fund Weighting for eachthe Auction Lot.
	3.3 The order of application of CDS Guaranty Fund Contributions and Assessment Contributions shall be modified if there is a CDS Default Auction as set out in Rule 908(i).  The Secondary CDS Auction Priority established for a Secondary CDS Auction wil...
	3.4 Notwithstanding anything to the contrary herein, a Non-Bidding CDS Clearing Member with respect to anyan Auction Lot, will be treated as such for purposes hereof with respect to all Lotsthat Auction Lot in the relevant Secondary CDS Auction, regar...
	3.5 For the avoidance of doubt, if a Secondary CDS Auction fails in respect of all Lotsthe entire Auction Lot, no Secondary CDS Auction Priority will be established for that Secondary CDS Auction and amounts will be charged to thefor that Auction Lot ...
	3.6 A Secondary CDS Auction Participant may submit multiple Bids for each Auction Lot, or (if it is a CDS Clearing Member) a percentage of each Auction Lot, in a particular LotSecondary CDS Auction on its own account or for the account of a Customer, ...
	3.7 All the requirements of the Rules concerning the provision of information to the Clearing House, including in Rule 106 and Part 2, apply in respect of the submission of Bids by a Secondary CDS Auction Participant.
	3.8 Bids can only be submitted during the time window specified by the Clearing House in the Secondary CDS Auction Specifications.  The time period for submission will end at the Closing Time.  The Closing Time may be postponed for up to one hour by t...
	3.8 3.9 A Bid must be in respect of all CDS Contracts or a percentage of all CDS Contracts in the relevant Auction Lot.  Any partial Bids, such as Bids which specify a particular CDS Contract, will be invalid and void. With respect to a particular Auc...
	3.9 3.10 No Secondary CDS Auction Participant may make a referential Bid (e.g. a Bid which purports to be a Bid which is €1 higher or lower than the highest or lowest Bidder) or make a Bid that is subject to conditions.  Any such Bid will be treated a...
	3.10 3.11 A Secondary CDS Auction Participant may amend or modify a submitted Bid by resubmitting its entire Bid FormSubmission through DMS (or such other means and in such format as is specified by the Clearing House).  In the event a Bid FormSubmiss...
	3.11 3.12 Each Bid will be deemed to have been submitted at the time it is recorded as being received by the Clearing House.  Except as provided in paragraph ‎3.113.10, any Bid received after the ClosingBidding Close Time will be treated as invalid an...
	3.12 3.13 Any Bid that does not comply with the requirements of these CDS Default Auction Procedures or the Secondary CDS Auction Specifications will be treated as invalid and void.  Bids so invalidated will not be counted toward a Secondary CDS Aucti...
	3.13 3.14 Any CDS Clearing Member that is a Defaulter will be ineligible to participate in a Secondary CDS Auction relating to another Defaulter's Contracts and will be treated for purposes of the Secondary CDS Auction Priority as if it had chosen not...

	4. PARTICIPATION BY CUSTOMERS AND SPONSORED PRINCIPALS IN THE AUCTION
	4.1 A CDS Clearing Member may make an unlimited number of separate Bids in respect of its Customers for whom it acts as Clearing Member or Sponsored Principals for whom it acts as Sponsor (in addition to any Bids for its Proprietary Account), in accor...
	4.2 A CDS Clearing Member shall become liable for the entry into of CDS Contracts resulting from the Bids made on behalf of a Customer including any Direct Participating Customer that is its Customer in the same way as it is liable for and becomes par...
	4.3 Except as otherwise set out in these CDS Auction Procedures and as provided for in the Rules, each Secondary CDS Auction Participant (that is not already bound hereto) shall hereby be deemed to have agreed to become bound by these CDS Auction Proc...
	4.3 Each Direct Participating Customer must enter into a CDS Auction Participation Agreement with its CDS Clearing Member (which agreement the Clearing House may enforce), prior to the commencement of any Secondary CDS Auction, as a condition of its p...
	4.4 The Clearing House reserves the right to verify any Bid to ensure such Bid will be cleared by a CDS Clearing Member or Sponsor and reserves the right to invalidate a Bid where the Clearing House reasonably believes that such Bid, if accepted, woul...

	5. selection of the winning bid
	5.1 The Clearing House will aim to conduct a successful and competitive Secondary CDS Auction. For purposes hereof, a Secondary CDS Auction with respect to aan Auction Lot will be successful if it results in an aggregate price for the relevant CDS Con...
	5.2 The Clearing House may, at its discretion but giving due consideration to the CDS Default Management Policy, set any minimum reserve price and/or any maximum reserve price (which in either case may not be disclosed to any Bidders).
	5.3 The Clearing House may at its discretion, in consultation with the CDS Default Committee, withdraw aan Auction Lot prior to or after the ClosingBidding Close Time.
	5.4 Promptly after the ClosingBidding Close Time for aan Auction Lot, the Clearing House will sort Bids submitted to it in the order of the Bid price (the price Bid per percentage unit of notional amount).  The Bids will be ordered sequentially, start...
	Examples of how the Secondary CDS Auction Clearing Price is calculated are set out below,in paragraph 5.4 of Part 1 of these CDS Default Auction Procedures, which shall apply to the calculation of the Secondary CDS Auction Clearing Price mutatis mutan...
	Example 1
	Note in these examples a negative Bid indicates a payment by the Clearing House
	Example 2
	Example 3
	5.5 All CDS Contracts shall be allocated to winning Secondary CDS Auction Participants at the Secondary CDS Auction Clearing Price in a fair and consistent manner and in accordance with the Bid size used in the calculation of the Secondary CDS Auction...
	5.6 The Clearing House may, in any given Secondary CDS Auction of aan Auction Lot, at its discretion in accordance with the Rules, determine, in light of the Bids received (or lack of Bids received), the size of the Bids received, and the consideratio...
	5.7 If, in relation to any given Secondary CDS Auction of aan Auction Lot, the Clearing House determines that there is aan Auction Lot Resource Shortfall, but that there are Excess Successful Auction Lot Resources to cover the Auction Lot Resource Sho...
	5.8 If, a an Auction Lot Resource Shortfall would occur for any Auction Lot or Auction Lots (notwithstanding application of additional resources pursuant to paragraph ‎5.7) as a result of a Secondary CDS Auction taking place on the fifth consecutive L...
	5.9 Each Bid constitutes an offer to the Clearing House to enter into CDS Contracts, pursuant to a Transfer governed by Rule 904(b) (but without regard to any Customer or Customer-CM Transactions of the Defaulter) and Part 4 of the Rules, such offer b...
	5.10   The Clearing House may abandon or alter the procedure for any Secondary CDS Auction, including conducting subsequent Secondary CDS Auctions, at any time prior to the entry into of CDS Contracts with Winning Bidders, taking into account such con...
	5.11 In the event of a failed Secondary CDS Auction of any Auction Lot or Lots for whatever reason, the Clearing House may (in accordance with Rules 905(d)(i)(B) and 914(n)) run another Secondary CDS Auction for the entire remaining portfolio of the D...

	Unless paragraph 5.6 applies, the Secondary CDS Auction Clearing Price will be -€120,000/1%.  Portfolio will be allocated in full to bids 1,2 and 3 and  allocated in part to bid 4.
	6. POST-BID PROCEDURE
	6.1 The Winning Bidder will become a party to new CDS Contracts with the Clearing House on economically identical terms to the CDS Contracts that are the subject of the relevant Auction Lot in the Secondary CDS Auction.  CDS Contracts will be establis...
	6.2 Customer-CM Transactions as are entered into as a result of the Secondary CDS Auction will be established in accordance with the Rules, the Procedures and the Standard Terms at the same time as CDS Contracts are entered into pursuant to paragraph ...
	6.3 Such Customer-CM Contracts resulting from the Secondary CDS Auction will be established between the Clearing House and the Winning Bidder(s) (or its or their CDS Clearing Member(s) or Sponsor(s)) in respect of any particular CDS Contract, at the S...
	6.4 The Winning Bidder may be subject to an additional Margin call as a consequence of it becoming party to CDS Contracts pursuant to a Secondary CDS Auction (whether for one of its Proprietary Account,Accounts or Customer Account orAccounts, includin...
	6.5 Records of new CDS Contracts in Accounts at the Clearing House may be updated by the Clearing House after the time that new CDS Contracts arise.  The Winning Bidder will become party to new CDS Contracts resulting from the Secondary CDS Auction at...
	6.6 Once new CDS Contracts have been established between the Winning Bidder and the Clearing House, the Bid which gave rise to the CDS Contracts will be treated as valid regardless of any failure of the Secondary CDS Auction Participant to have satisf...

	7. OTHER TERMS
	7.1 Neither the Clearing House nor any of its Affiliates makes any representation or warranty as to the accuracy of any records of the Defaulter or any of its Affiliates.  In particular, the Clearing House makes no representation or warranty as to whe...
	7.2 Although the information to be provided by the Clearing House in respect of a Secondary CDS Auction is believed to be accurate subject to the qualifications in paragraph ‎7.1 above, neither the Clearing House nor any of its Affiliates, nor any of ...
	7.3 The Clearing House is under no obligation to enforce these CDS Default Auction Procedures against a Bidder at the request of any other Bidder.
	7.4 All Secondary CDS Auction Participants are hereby on notice that the Clearing House is not a member of any professional or other association, society, institution or organisation of auctioneers or agents and is not therefore bound by the rules or ...
	7.5 The time and date at which Bids are due, the time and date for the establishment of CDS Contracts or calling of Margin or the ClosingBidding Close Time (subject to paragraph ‎3.82.10) may be delayed beyond the times and dates set forth in these CD...
	7.6 In respect of any Secondary CDS Auction, each Secondary CDS Auction Participant:  (i) acknowledges that copies of the Auctions (Bidding Agreements) Acts 1927 and 1969 (as amended and including any amendments thereto) have been made available to it...
	7.7 Without limiting the obligations of CDS Clearing Members, Sponsored Principals, Sponsors and Customers under the Rules, all Secondary CDS Auction Participants shall comply with Rule 203 of the Rules (including, without limitation, complying with t...
	7.8 In particular, where an It is the responsibility of each Winning Bidder to make any transaction or other reports or notifications to any Regulatory Authority or Governmental Authority (including, without limitation, any transaction reports) that i...
	Annex A

	Secondary CDS Auction SpecificationsParticipant receives information in respect of any Secondary CDS Auction, including the contents of the portfolio of a Defaulter, the outcome or timing of any Secondary CDS Auction, it acknowledges that such informa...
	(a) shall comply at all times in respect of that information with applicable Market Abuse Laws;
	(b) agrees that it shall not disclose or make available such information to any Person within or outside of its organisation, with the exception of those who need to receive it to carry out functions in connection with a Secondary CDS Auction and who ...
	(c) agrees that no Person within its organisation may engage in any client trading or proprietary trading activities for the Secondary CDS Auction Participant or any of its clients while in possession of any such information, until such time as the in...
	(d) agrees that those in possession of such information shall not trade or otherwise effect any transactions on any Exchange or Market in any Contracts to which such information relates until such time as the information ceases to be Inside Informatio...
	(e) where such information constitutes “inside information” for the purposes of the Market Abuse Regulation, agrees to maintain an “insider list” of all persons within its organisation or any third party information who have access to the information,...
	(j)  the identity and role of each person;
	(v) the reason why each person requires access to the information;
	(vi) the date and time on which each person obtained access to the information; and

	(iv)  the date and time on which the insider list was created and updated.

	7.8 It is the responsibility of each Winning Bidder to make any transaction or other reports or notifications to any Regulatory Authority or Governmental Authority (including, without limitation, any transaction reports) that it is required to make pu...
	Annex B



