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Template for assessing observance of the
Recommendations for Central Counterparties

(This is a template for a self-assessment report by a CCP or national authorities. For disclosure purposes, the template in Annex 2 may be used.)

I.
Introduction

Assessor and objective

1.
Identify the entity conducting the self-assessment, and the objective and context of the assessment.

Scope of the assessment

2.
Identify the CCPs being assessed.

3.
Identify any CCPs, guarantors or multilateral netting facilitators in the jurisdiction that are not covered by the assessment. State why these entities were excluded from the scope of the assessment. Indicate if the checklist for guarantee funds is being completed.

Scope of coverage of the CCP

4.
Identify the CCP’s scope of coverage, ie markets (exchange-traded and/or OTC transactions) and products (securities, derivatives and/or other products).

Institutional and market structure

5.
Provide a general description of the securities/derivatives markets and the structure of trade execution, clearing and settlement of the products cleared by the CCP. The description should include sufficient transaction data to understand the scope of the CCP’s activities.

Regulatory structure

6.
Provide a description of the regulatory framework relating to the CCPs in the jurisdiction.

Information and methodology used for assessment

7.
Identify the main sources of information used in making the assessment, eg written documentation (other self-assessments, third-party assessments, surveys, questionnaires, reports, studies, and other public or non‑public documents, including relevant laws, regulations, or regulatory or industry guidance) or oral discussions with regulatory or supervisory bodies (eg the central bank, securities regulator, banking supervisor or other domestic authorities) and relevant industry associations (eg central securities depository, stock exchange, custodian, securities broker or end user associations).

8.
Discuss the process followed in conducting the assessment. Mention any practical difficulties in applying the assessment methodology, such as lack of information or cooperation and any factors limiting the assessment process or its scope.

II.
Assessment of observance

Executive summary of the recommendation by recommendation assessment

9.
Provide an executive summary of the detailed assessment report reflected in Tables 2 and 3 below. In this executive summary:

· summarise the principal conclusions of the assessment regarding the major topics covered by the recommendations;

· summarise any actions proposed or ongoing in the assessed jurisdiction to achieve full observance of the recommendations, and the manner in which the level of observance would be improved if those actions were completed; and

· summarise the steps recommended by the assessor to achieve full observance of the recommendations, and the manner in which the level of observance would be improved if those steps were completed.

10.
Conclude the executive summary with a table collating the results of the recommendation by recommendation assessment of observance by reference to the assessment categories:

	

	Table 1

	Collation of assessment results by assessment category

	Assessment category
	Recommendations

	Observed
	e.g. Recommendations 1, 3, 6, 8

	Broadly observed
	

	Partly observed
	

	Non‑observed
	

	Not applicable
	

	


Recommendation by recommendation assessment of observance

11.
Provide a table with a detailed recommendation by recommendation assessment of the observance of each of the recommendations. The detailed assessment of each recommendation should comprise three parts:

· Answers to key questions: In this part, provide answers to the key questions relating to the recommendation as set out in Section 4. Include other factual information relevant to the assignment of assessment categories for that recommendation. Responses should reflect the actual practices followed by CCPs and participants, and by the competent domestic authorities in their oversight, regulation or supervision of CCPs or their participants. The answers to the key questions should indicate how the assessor arrived at the response to the question. Accordingly, “yes” or “no” responses to the key questions will rarely (if ever) be sufficient. Additionally, the information or material used to support the answer should be described in reasonable detail so that a party not involved in the assessment can understand the response.
· Assessment: In this part, assign each recommendation to one of five assessment categories: Observed, Broadly observed, Partly observed, Non‑observed or Not applicable. All explanations relating to the assignment of the assessment category should appear in this part. Guidance on the assignment of these assessment categories has been provided in Section 4, where assessment categories have been linked to the answers to the key questions. The guidance also includes explanatory notes to clarify certain issues that seem likely to arise in the course of an assessment. The assignment of an assessment category with respect to a recommendation should be based on the current situation existing in the jurisdiction without regard to any proposed or ongoing actions.

· Comments: In this part, describe the actions that CCPs, participants or domestic authorities have proposed or that are ongoing in the jurisdiction to improve observance of the recommendations, and the proposed timetable for their completion. Explain how the proposed action would lead to an improvement in the observance of the recommendation and whether completion of the proposed action would prompt the assignment of a higher assessment category relating to the recommendation.

Guidelines for the use of Table 2. Recommendation-by-Recommendation Assessment of Observance

We transfer the work you do in this template to a database and other reports.  For this reason it is important not to change the format of this table. The following guidelines should assist you in the use of this table and will ensure the smooth transfer of information into the database.

1) the number and location of rows and columns should remain unchanged; 

2) the text under “description” and under “comments” must stay in one cell. Cells should not be split or divided to fit more text.  See trouble shooting tips below to ensure text fits in one cell and is visible;

3) figures and tables should not be included inside the cells.  Figures and tables should be included as reference footnotes at the end of the table; 

4) footnotes should be included inside the table cells; 

5) the "exact" wording of the ratings should be used throughout the table, i.e. observed, broadly observed, partly observed, non-observed, not assessed and not applicable; and 

6) a spell check should be performed on the table.

Trouble shooting with the template
1.  If the text you write under “description” or “comments” is very large and you see that it does not fit in a cell, and it starts to disappear at the bottom, you need to click on Table/Table Properties/Row/ and put a check mark on the box next to “Allow row to break across pages”.

2.  If the template seems to be limiting you to do spell check or other regular Word functions it may be that is it protected. To unprotect the template just click on Tools/Unprotect and type:  fsscg.
Table 2. Detailed Assessment of Observance of the Recommendations for Central Counterparties(System Name

	Recommendation 1.
	Legal risk.  A CCP should have a well founded, transparent and enforceable legal framework for each aspect of its activities in all relevant jurisdictions.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 2.
	Participation requirements. A CCP should require participants to have sufficient financial resources and robust operational capacity to meet obligations arising from participation in the CCP. A CCP should have procedures in place to monitor that participation requirements are met on an ongoing basis. A CCP’s participation requirements should be objective, publicly disclosed, and permit fair and open access.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 3.
	Measurement and management of credit exposures.  A CCP should measure its credit exposures to its participants at least once a day. Through margin requirements, other risk control mechanisms or a combination of both, a CCP should limit its exposures to potential losses from defaults by its participants in normal market conditions so that the operations of the CCP would not be disrupted and non‑defaulting participants would not be exposed to losses that they cannot anticipate or control.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 4.
	Margin requirements.  If a CCP relies on margin requirements to limit its credit exposures to participants, those requirements should be sufficient to cover potential exposures in normal market conditions. The models and parameters used in setting margin requirements should be risk-based and reviewed regularly.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 5.
	Financial resources.  A CCP should maintain sufficient financial resources to withstand, at a minimum, a default by the participant to which it has the largest exposure in extreme but plausible market conditions.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 6.
	Default procedures.  A CCP’s default procedures should be clearly stated, and they should ensure that the CCP can take timely action to contain losses and liquidity pressures and to continue meeting its obligations. Key aspects of the default procedures should be publicly available.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 7.
	Custody and investment risks.  A CCP should hold assets in a manner whereby risk of loss or of delay in its access to them is minimised. Assets invested by a CCP should be held in instruments with minimal credit, market and liquidity risks.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 8.
	Operational risk.  A CCP should identify sources of operational risk and minimise them through the development of appropriate systems, controls and procedures. Systems should be reliable and secure, and have adequate, scalable capacity. Business continuity plans should allow for timely recovery of operations and fulfilment of a CCP’s obligations.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 9.
	Money settlements.  A CCP should employ money settlement arrangements that eliminate or strictly limit its settlement bank risks, that is, its credit and liquidity risks from the use of banks to effect money settlements with its participants. Funds transfers to a CCP should be final when effected.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 10.
	Physical deliveries.  A CCP should clearly state its obligations with respect to physical deliveries. The risks from these obligations should be identified and managed.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 11.
	Risks in links between CCPs.  CCPs that establish links either cross-border or domestically to clear trades should evaluate the potential sources of risks that can arise, and ensure that the risks are managed prudently on an ongoing basis. There should be a framework for cooperation and coordination between the relevant regulators and overseers.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 12.
	Efficiency.  While maintaining safe and secure operations, CCPs should be cost-effective in meeting the requirements of participants.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 13.
	Governance.  Governance arrangements for a CCP should be clear and transparent to fulfil public interest requirements and to support the objectives of owners and participants. In particular, they should promote the effectiveness of a CCP’s risk management procedures.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 14.
	Transparency.  A CCP should provide market participants with sufficient information for them to identify and evaluate accurately the risks and costs associated with using its services.

	Answers to key questions
	

	Assessment
	

	Comments
	

	Recommendation 15.
	Regulation and oversight.  A CCP should be subject to transparent and effective regulation and oversight. In both a domestic and an international context, central banks and securities regulators should cooperate with each other and with other relevant authorities.

	Answers to key questions
	

	Assessment
	

	Comments
	


Actions to achieve observance

12.
In Table 3, list the actions the assessor recommends to achieve full observance of the recommendations. If a system has plans for improvements under way and implementation of those plans would be sufficient to achieve observance, this should be noted (although those plans will not be reflected in the current assignment of assessment category). Any specific obstacles to observance should be noted. Explain the manner in which the recommended action would lead to an improvement in the level of observance of the recommendation. Identify the domestic institution competent to take each recommended action. Only list recommendations for which specific steps are being recommended.
	

	Table 3

	Actions to achieve observance

	Reference recommendation
	Actions to achieve observance

	e.g. Recommendation 1
	



