(7) How Applicant will communicate with clearing members, settlement banks, other derivatives clearing
organizations, designated contract markets, swap execution facilities, major swap participants, swap data
repositories, and other entities in emergency situations or circumstance that might require immediate action by the
Applicant;

(8) How Applicant will monitor risk outside business hours;
9) How Applicant will review its clearing members’ risk management practices;

(10) Whether Applicant will impose credit limits and/or employ other risk filters (such as automatic system
denial of entry of trades under certain conditions);

(11) Plans for handling “extreme market volatility” and how Applicant defines that term;

(12) An explanation of how Applicant will be able to offset positions in order to manage risk including: (i)
ensuring both Applicant and clearing members have the operational capacity to do so; and (ii) liquidity of the
relevant market, especially with regard to bilaterally executed products;

(13) Plans for managing accounts that are “too big” to liquidate and for conducting “what if” analyses on these
accounts;

(14) If options are involved, how Applicant will manage the different and more complex risk presented by these
products;

(15) If Applicant intends to clear swaps, whether and how often Applicant will offer multilateral portfolio
compression exercises for its clearing members; and

(16) If Applicant intends to clear credit default swaps, how Applicant will manage the unique risks associated
with clearing these products, such as jump-to-default risk.

d. Existence of collateral (funds and assets) to apply to losses resulting from realized risk — Provide as
Exhibit D-4:
(D) An explanation of the factors, process, and methodology used for calculating and setting required collateral

levels, the required inputs, the appropriateness of those inputs, and an illustrative example;

(2) An analysis supporting the sufficiency of Applicant’s collateral levels for capturing all or most price moves
that may take place in one settlement cycle;

3) A description of how Applicant will value open positions and collateral assets;

4) A description and explanation of the forms of assets allowed as collateral, why they are acceptable, and
whether there are any haircuts or concentration limits on certain kinds of assets, including how often any such
haircuts and concentration limits are reviewed;

(5) An explanation of how and when Applicant will collect collateral, whether and under what circumstances it
will collect collateral on an intraday basis, and what will happen if collateral is not received in a timely manner.
Include a proposed collateral collection schedule based on changes in market positions and collateral values; and

(6) If options are involved, a full explanation of how it will manage the associated risk through the use of
collateral including, if applicable, a discussion of its option pricing model, how it establishes its implied volatility
scan range, and other matters related to the complex matter of managing the risk associated with the clearing of
option contracts.



