AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§39.35

its capacity to achieve the required re-
covery time objective in the event of a
wide-scale disruption. The provisions of
§39.18(e) shall apply to such testing.

(d) The Commission may, upon re-
quest, grant an entity, which has been
designated as a systemically important
derivatives clearing organization or
that has elected to become subject to
subpart C, up to one year to comply
with any provision of this section.

[78 FR 72514, Dec. 2, 2013, as amended at 81
FR 64339, Sept. 19, 2016]

§39.35 Default rules and procedures
for uncovered credit losses or li-
quidity shortfalls (recovery) for sys-
temically important derivatives
clearing organizations and subpart
C derivatives clearing organiza-
tions.

(a) Allocation of uncovered credit losses.
Each systemically important deriva-
tives clearing organization and subpart
C derivatives clearing organization
shall adopt explicit rules and proce-
dures that address fully any loss aris-
ing from any individual or combined
default relating to any clearing mem-
bers’ obligations to the systemically
important derivatives clearing organi-
zation or subpart C derivatives clearing
organization. Such rules and proce-
dures shall address how the system-
ically important derivatives clearing
organization or subpart C derivatives
clearing organization would:

(1) Allocate losses exceeding the fi-
nancial resources available to the sys-
temically important derivatives clear-
ing organization or subpart C deriva-
tives clearing organization;

(2) Repay any funds it may borrow;
and

(3) Replenish any financial resources
it may employ during such a stress
event, so that the systemically impor-
tant derivatives clearing organization
or subpart C derivatives clearing orga-
nization can continue to operate in a
safe and sound manner.

(b) Allocation of uncovered liquidity
shortfalls. (1) Each systemically impor-
tant derivatives clearing organization
and subpart C derivatives clearing or-
ganization shall establish rules and/or
procedures that enable it promptly to
meet all of its settlement obligations,
on a same day and, as appropriate,
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intraday and multiday basis, in the
context of the occurrence of either or
both of the following scenarios:

(i) An individual or combined default
involving one or more clearing mem-
bers’ obligations to the systemically
important derivatives clearing organi-
zation or subpart C derivatives clearing
organization; or

(ii) A liquidity shortfall exceeding
the financial resources of the system-
ically important derivatives clearing
organization or subpart C derivatives
clearing organization.

(2) The rules and procedures de-
scribed in paragraph (b)(1) of this sec-
tion shall:

(i) Enable the systemically impor-
tant derivatives clearing organization
or subpart C derivatives clearing orga-
nization promptly to meet its payment
obligations in all relevant currencies;

(ii) Be designed to enable the system-
ically important derivatives clearing
organization or subpart C derivatives
clearing organization to avoid
unwinding, revoking, or delaying the
same-day settlement of payment obli-
gations; and

(iii) Address the systemically impor-
tant derivatives clearing organization’s
or subpart C derivatives clearing orga-
nization’s process to replenish any li-
quidity resources it may employ during
a stress event so that it can continue
to operate in a safe and sound manner.

§39.36 Risk management for system-
ically important derivatives clear-
ing organizations and subpart C de-
rivatives clearing organizations.

(a) Stress tests of financial resources. In
addition to conducting stress tests pur-
suant to §39.13(h)(3), each systemically
important derivatives clearing organi-
zation and subpart C derivatives clear-
ing organization shall conduct stress
tests of its financial resources in ac-
cordance with the following standards
and practices:

(1) Perform, on a daily basis, stress
testing of its financial resources using
predetermined parameters and assump-
tions;
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