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COMMISSION DELEGATED REGULATION (EU) No .../..

supplementing Regulation (EU) No 648/2012 of the European Parliament and of the Council with
regard to regulatory technical standards specifying the requirements on margin transparency and
margin simulation tool by CCPs and margin transparency and margin simulations by clearing
service providers

of []

(text with EEA relevance)

THE EUROPEAN COMMISSION,

Having regard to the Treaty on the Functioning of the European Union,

Having regard to Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July
2012 on OTC derivatives, central counterparties and trade repositories?, in particular Article 38(10),
third subparagraph thereof,

Whereas:

(1

)

Regulation (EU) No 648/2012 has been amended by Regulation (EU) 2024/29874. Those
amendments have, inter alia, enhanced the provisions regarding margin transparency by CCPs
towards their clearing members, and introduced margin transparency requirements for clearing

members providing clearing services and clients providing clearing services (‘clearing service
providers’} (CSPs)) towards their clients.

The information to be provided by a CCP on the design and functioning of its initial margin
model should enable the CCP’s clearing members to obtain an in-depth understanding of how
the margin model works, so that they can better predict their margin obligations towards the
CCP. Such information should cover all elements of the initial margin model. In this context,
elements of the initial margin model should be understood as the core margin and all margin
add-ons. The information should be clear on the type of model used for the core margin, e.g.
parametric model, historical simulation or Monte Carlo simulation and include details on the
model parameters, including the confidence level, the lookback period, and the time horizonta
thiscontext

8 Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC derivatives, central

counterpart

ies and trade repositories; OJ L 201, 27.7.2012, p. 1-59.

42 Regulation (EU) 2024/2987 of the European Parliament and of the Council of 27 November 2024 amending Regulations (EU)
No 648/2012, (EU) No 575/2013 and (EU) 2017/1131 as regards measures to mitigate excessive exposures to third-country
central counterparties and improve the efficiency of Union clearing markets; OJ L, 2024/2987, 4.12.2024.
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for the 11qu1dat10n perlod w1th a description of thelr functlons The CCP should also prov1de
a detailed description of the model including logical steps and mathematical and statistical
specifications. The information should also include the risk that each initial margin model
element covers, and if the core margin covers for other risks than market risk, the information
should be clear on how the additional risks are taken into account. As regards the margin add-
ons, the information should include, where applicable, margin add-ons which cover the risk of
the individual portfolios, such as liquidity, concentration and wrong-way risk add-ons; margin
add-ons which cover the risk of the aggregate impact of all the portfolios of the clearing
member, such as default fund concentration add-on; margin add-ons related to the individual
risk of the clearing member, such as credit risk add-on; and other margin add-ons, such as
margin requirements related to model risk or resulting from margin overrides. In addition, the
CCP should provide information-en-the-pricing-and market-datasoureesused-by-the- CCPfor
ealeulatingthe-margins; on the operational arrangements related to margin calls and on the
governance procedures related to the review of the initial margin model by the CCP.

In order for clearing members to understand the key assumptions and limitations of the CCP’s
initial margin model, the CCP should provide to their clearing members a description of the
events that could lead to a breach of the assumptions and qualitative and quantitative
information on the potential impact on margin requirements, as well as information on the
performance of the model and on the behaviour of the model during stressed market
conditions, including at least the backtesting results-and-therelevantsensitivity-testingresults.
The CCP should also provide information with regard to the processes it would use to regularly
monitor and, if necessary, revise the level of its margins to reflect current market conditions
taking into account potentially procycllcal effects of such revisions; mformatlon with regard
to the conditions under which the-a ;

weold-resultin-an override of the 1n1t1a1 margin model could be requlred 1nc1ud1ng durmg a
market stress event; as well as information on how extraordinary margin calls, in case of a
margin model override, would be calculated and called. In this context, extraordinary margins
should be understood as the additional margins referred to in Article 56 of the Commission
Delegated Regulation 153/2013s:%.

The-documents;eovering-alAll the information on the CCP’s initial margin model as well as
the description of the CCP’s margin simulation tool scenarios, should be provided by the CCP
to its clearing members andin a documented form, which should be written in a clear and
comprehensive manner so that the clearing members can obtain an in-depth understanding of
how the margin model works-, and be up to date. Clearing servieesservice providers should
also provide these-deeumentsthis information to their clients.

As regards the CCP’s margin simulation tool, in order for a clearing member to be able to
distinguish between the impact on the initial margin in respect of its existing positions and the
initial margin in respect of new transactions under a hypothetical scenario, the amount
provided in the simulation tool referring to the initial margin for the existing positions should
be distinguished from the amount for new transactions. The simulation tool should include the
core margin and the margin add-ons that are related to the portfolio where the new transactions
would be margined, and thus systematically required across clearing members, e.g. the
2
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portfolio concentration add-on. The CCP, in its simulation tool, should clearly list the type of

19 Commission Delegated Regulation (EU) No 153/2013 of 19 December 2012 supplementing Regulation (EU) No 648/2012 of
the European Parliament and of the Council with regard to regulatory technical standards on requirements for central

counterparties;-OJd-L52-23.-2.2043p-44—74-
OJ L 52,23.2.2013, p. 41-74.
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amoaﬁt— For the avo1dance of doubt the amount for each add-on should be prov1ded
separately.

In order for clearing members to be able to estimate and better predict their margin
requirements, in particular under stressed market conditions, it is necessary to provide for a
number of scenarios to be included in CCPs’ margin simulation tools. Therefore, in addition
to the current market conditions scenario, a CCP should include in its margin simulation tool
twethree hypothetical and thfeetwo h1st0r1cal market stress scenar1os 1dent1ﬁed by the CCP

153#2-943. However, in order to ensure a minimum level of comparab1l1ty, the des1gn of those
scenarios should be subject to certain requirements, in particular as regards the impact on the
initial margin model. In addition, recognising the heterogeneity of CCPs, the CCP should
consider identifying and including, in its simulation tool, additional market stress scenarios,
taking into account its size, complexity, risk management practices, membership structure and
the characteristics of its-preduet-offeringthe products it clears.

pfowéefs—Clearmg service prov1ders may use d1fferent rnethodolog1es to calculate the margms
called to their clients - h

by—th%@@l’—or—they—may—as&theﬁ—e*m—medels—}t—}s for transact1ons cleared through a CCP
Some clearing service providers use the margin model of the CCP without applying additional
margins, some clearing service providers use the margin model of the CCP and apply
additional margins (e.g. by applying CSP multipliers, coefficients or add-ons to account for
counterparty or credit risk or by calculating clients’ margins on an individual or gross basis
compared to a net basis calculation), and some clearing service providers do not use the margin
model of the CCP (i.e. they use their own proprietary models). It is, therefore, necessary to take
such differences into account when specifying the margin transparency requirements for

clearmg serV1ce prov1ders SO that eheﬁts—reeeweeompafabl%mfoﬂﬁat}oﬂ—Whef%a—eleamrg
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: ek to ensure a level playing field in clients’
understanding of 11qu1d1ty demands and preparedness for potential future margin calls,
irrespective of the a o1 3 3 :
conditions—methodology used bv thelr clearlng service prov1der The scope of margin
transparency requirements for clearing service providers is limited to client transactions
cleared through a CCP.

In order for clients to understand the operational arrangements regarding margins, all CSPs

)]

should be required to provide their clients with information on the operational arrangements
for the collection of the-additional marginrequirementsany margin requirements, including the
deadlines for meeting margin calls, collateral posting cut-off times, collateral collection
schedule, thresholds which might trigger margin calls where applicable, exposure limits where

applicable, and for the restitution of excess collateral:-the limitsto-which-the-elientmay-submit
b neten o elensines

A clearing service provider that uses the margin model of the CCP and does not require any

(10)

additional margins should provide its client with margin simulations indicating the initial
margin amount required for each CCP.

A clearing service provider that uses the margin model of the CCP and requires additional

margins, from a client, should provide information to the client with regard to the rationale
for, and magnitude of, those deviations in order for that client to understand how the margins
required by its clearing service provider differ from the margins required by the CCP. That
clearing service provider should also provide its client with information on the risks that each
type of the additional margin covers and a detailed description of how it is calculated including
during stressed market conditions; and the procedures to review the methodelogyand-the
calculation of the-
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additional margin requirements, andwith the applicable notice period. However—where-a-In
addition, that clearing service provider should provide its client with margin simulations
distinguishing, for each CCP, between the initial margin amount required using the CCP
margin model and any additional margins amounts required by the clearing service provider
uses-a-differentinitialmargin-model thanthe-ene, and between the amounts for each type of
additional margin required by the clearing service provider, so that the client can easily
identify the deviations and differences between the margins called by the CCP and the
margins charged by the clearing service provider.
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A1)  uvsedbythe CCPtheA clearing service provider that uses a different margin model than

(12)

the one used by the CCP should provide its elientsclient, to which the margin model of the
clearing service provider applies, with information that-is—cemparable—to—the—information
previdedwith regard to the rationale for, and magnitude of, the margin deviations in order for
that client to understand how the margins required by a—CEPte—its clearing members;
te-service provider differ from the margins required by the CCP. That clearing service
provider should also provide its client with information on the key elements of the design and
limitations of its model, including information on the risk that each iitial-margin model
element (i.e. the core margin and any add-ons) covers and how it is calculated including during
stressed market conditions; the type of model used for the core margin; the model parameters,
such as the confidence interval, the lookback periods, and the time horizon for the lookback

perrod Wrth a descrrptron of therr respectrve functrons thepﬁeﬂorg—aﬁd—maﬂeet-d-ata—se&rees—used

bremetion—lerelenpsines e dand the procedures to review the methodology andfor the

calculation of the margins, andwith the applicable notice period. Additionally, that clearing

service provider should provide its client with margin simulations distinguishing between the
initial margin amounts required for each CCP using the CCP margin model and the amount
required by the clearing service provider, and between the core margin amount and amounts
for each of the margin add-ons of the model used by the clearing service provider. For the
avoidance of doubt, the amount for each add-on should be provided separately.

In order to reduce burdens, it is also necessary to establish the frequency of the margin

information and margin simulations disclosures by all clearing service providers to their
clients. Therefore, a clearing service providers should provide the respective margin
information to a client when the client is onboarded and when there are material changes to
that information. In addition, a clearing service provider should provide margin simulations to
a client when the client is onboarded and in addition upon request of the client.

y(13) In order for clients to be able to estimate and better predict their margin requirements, in
particular under stressed market conditions, it is necessary to provide for a number of scenarios

to be included in clearing service providers’ margln simulations;ireludingseenarios-tailored
to-the-speeifieities—oftheir-elients.. Therefore, in addition to the current market conditions
scenario, aall clearing service providerproviders should include in itstheir margin
srma}atreﬂmmulatlons at least three hvpothetlcal and two historical market stress scenarios-and

sewe%pmwdeeshould—fe%eaeh@@%dﬁm%uﬂh%%%en—ﬂ%mﬁﬂ&rgm—mm not be
requlred by—the@@?to tailor the scenarios to the mleldual 51tuat10n of each client and any
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: ' ; he-avoida he-amod ach-a in its margin
simulation tool. However, the margin simulations to be provided separatelyby clearing service
providers should not be understood as interactive simulation tools as such a requirement would
be disproportionate. Instead, clearing service providers are expected to provide their clients
with at least the various amounts of margins that would be required from the clients under the

different scenarios.

9(14) This Regulation is based on the draft regulatory technical standards submitted by the
European Securities and Markets Authority (ESMA) to the Commission.
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2>—ESMA has developed the draft regulatory technical standards in consultation with the European
Banking Authority (EBA) and the European System of Central Banks (ESCB). In accordance
with Article 10 of Regulation (EU) 1095/2010 of the European Parliament and the Council of 24
November 2010 establishing a European Supervisory Authority (European Securities and
Markets Authority)®'', ESMA has conducted open public consultations on such

© 0dL331.1542.2010 p-84.
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H(15)  draft regulatory technical standards, analysed the potential related costs and benefits and
requested the advice of the Securities and Markets Stakeholder Group established in
accordance with Article 37 of Regulation (EU) No 1095/2010,

HAS ADOPTED THIS REGULATION:

CHAPTER1
INFORMATION TO BE PROVIDED BY A CCP TO ITS CLEARING MEMBERS

Article 1
Initial margin model design and functioning

A CCP shall provide its clearlng members with 1nformat10n on the des1gn and the functlonlng of its
initial margin model;-in

ef—he%t—h%m&rgm—medel—weﬂ(—s— Thls 1nformat10n shall cover all the elements of the 1n1t1a1 margln

model, including the following:

(a) the risk that each initial margin model element covers;

(b) the type of model used for the core margin;

(c) the methodology for the calculation of the margins, such as the logical steps, and the
mathematical and statistical specifications;

(d) the model parameters, such as the confidence interval, the lookback periods, and the time
horlzon for the lookback perlod with a descrlptlon of their respectlve functions;

(e) the operatlonal arrangements sueh—as ncludlng the deadhnes for meetlng fmtlal—rnargln
calls, collateral posting cut-off times, collateral collection schedule, thresholds which might
trigger margin calls where applicable, exposure limits where applicable, and for the
restitution of excess collateral; and

(f) the governance procedures related to the review of the initial margin model of the CCP, the
involvement of clearing members in the governance process and the applicable notice
period.

Article 2

HUQOJ1L 331, 15.12.2010, p. 84
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Key assumptions and limitations of the initial margin model

1. A CCP shall provide its clearing members with a list of the key assumptions and limitations of the
initial margin model, including a description of the events that could lead to a breach of the assumptions,
and qualitative and quantitative information on the potential impact on margin requirements.
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+—A CCP shall provide its clearing members with qualitative and quantitative information on the
performance of its initial margin model and on the behaviour of that model during stressed market
conditions. This information shall include the-feHowing:

2. at least the backtesting results, as provided in accordance with Article 49(5) of the Commission
Delegated Regulation 153/2013-and.

3. A CCP shall also provide its clearing members with information on:

(a) the processes to monitor and revise the level of its margins to reflect the current market
conditions;

(b) the conditions under which the-a : a1
which-wenldresultin-an override of the 1n1t1a1 margin model could be requlred
including during a market stress event; and

(c) how extraordinary margins are calculated and called in accordance with Article 56 of the
Commission Delegated Regulation 153/2013.

Article 3
Model documentationinformation

A CCP shall provide its clearing members with all the decuments-coveringthe-information referred to in
Article 1, Article 2 and Article 5(3) of this Regulation—Fhese-doeuments in a documented form. This
information shall be written in a clear and comprehensive manner and in a way that enables the clearing
member to obtain an in-depth understanding of how the margin model works, and shall be up to date.
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CHAPTER 1T
CCP SIMULATION TOOL

Article 4

Output of the simulation tool

1. The-eutput-of-the simulation tool provided by a CCP to its clearing members shall be-composed
efindicate an amount for the core margin and an amount for each of the margin add-ons that are related

e, and clearly list the type of risks

to the portfolio-where-the-newtransaction

covered by each amount.

+—The output of the simulation tool shall be available for additional transactions in existing or
hypothetical portfolios of the clearing member using the tool. The output of the simulation tool shall
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2. distinguish between the initial margin requirement amount for the existing transactions already

cleared by the clearing member and the additional initial margin amount required by the CCP upon
clearing new transactions.

Article 5

Simulation tool scenarios

1. The simulation tool provided by a CCP shall allow its clearing members to determineestimate their
initial margin requirements for at least each of the following scenarios:
(a) the current market conditions based on the inputs used by the initial margin model for the
most recent end-of-day initial margin call-te-the-elearing-member-using-the-tool;
{e)—twethree hypothetical and threetwo historical market stress scenarios identified by the

h o et o a hanto o ho o De
a P v

requirements set out in the Annex.

2. The CCP shall consider identifying and including, in its simulation tool, additional market stress
scenarios, taking into account the CCP’s size, complexity, risk management practices, membership
structure and the characteristics of #s-preduet-efferingthe products it clears.

3. The CCP shall provide to its clearing members a clear description of the scenarios set out in
paragraphs 1 and 2 of this Article.

CHAPTER 111

INFORMATION TO BE PROVIDED BY CLEARING MEMBERS AND CLIENTS
PROVIDING CLIENT CLEARING SERVICES
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Article 6

Artieter

CCP initial margin model
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1. Clearing members providing clearing services and clients providing clearing services (‘clearing
service providers’) shall make available to their clients the information and-decumentationreferred to
in Article 3 of this Regulation- without alteration or omission, unless:

el
(a) Marginsrequired-byThe CCP has made the information public; or
(b) The CCP provides the information to clients directly.

2. Paragraph 1. points (a) and (b), shall be considered fulfilled where the clearing service provider has
received written acknowledgment from the client to that effect.

CCPs shall not prevent clearing service providers

devra&ensmformatlon referred to %he—el-}ems—&ubjeet in paragraph to sueh—éwra&eﬁstherr chents

Article 7

WhereClearing service providers’ margin information and simulations

+-The information that a clearing service provider uses—the—marsin—meodel-of the CCP—and requires
s itbomabmsecineprovides to themnrsimsregpiped b the CU D e elenpeine sopmlee seocbdes fs clicnts on

the situations and conditions that may trigger margin calls and the procedures to establish the amount to be
posted by the clients shall previde-its-elients-withinclude all the relevant information es:

1. related to the operational arrangements for the collection of margins and in the additieral-margin
reguirementsmodel that the clearing service provider uses.

+2. A clearing service provider shall provide its clients with information on the operational
arrangements for the collection of any margins, including the deadlines for meeting margin calls,
collateral posting cut-off times, collateral collection schedule, thresholds which might trigger margin

calls where applicable, limits—to-which-the-elient-may-submit-transactions—for-elearingexposure limits

where applicable, and for the restitution of excess collateral:-and.

3. Where a clearing service provider uses the margin model of the CCP, and does not require, from its
clients, any additional margins, the clearing service provider shall, in addition to the information referred
to in paragraph 2, also provide the clients with margin simulations, for the scenarios referred to in
paragraph 8, indicating the initial margin amount required for each CCP.
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4. Where a clearing service provider uses the margin model of the CCP, and requires, from its clients,
additional margins, the clearing service provider shall, in addition to the information referred to in
paragraph 2, also provide the clients with at least:

(a) Information on the risk that each type of additional margin covers, and a detailed description of
how it is calculated (including during stressed market conditions);

t)(b) Information on the procedures to review-the-methodology-and the calculation of the
additional margin required by the clearing service provider, and the applicable notice period-;

(¢) Information with regard to the rationale for, and magnitude of, the margin deviations applied by
the clearing service provider (compared to the margins of the CCP) to its clients; and
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Margin simulations
(d) , for the scenarios referred to in paragraph 8, clearly distinguishing, for each CCP:

(1) the initial margin amount required using the CCP margin model from the additional
margin amount required by the clearing service provider related to the portfolio where
the transactions are being margined; and

(i1) between the amounts for each type of additional margin required by the clearing
service provider.

2.5.  Where a clearing service provider uses a different margin model than the one used by the CCP,
the clearing service provrder shall in addition to the mformatlon referred to in paragraph 2 also
provide its clients-with

to which the margin model—r—nel-ud—m«g—th&fel—lewr—ng of the clearlng service provrder apphes wrth at
least:

(a) information on the key elements of the design and limitations of the margin model,
including at least the following:

(1) the risk that each initial margin model element covers, and a detailed description of
how it is calculated: (including during stressed market conditions);

(i1) the type of model used for the core margin;

(ii1) the model parameters, such as the confidence interval, the lookback periods, and
the time horizon for the lookback period, with a description of their respective functions;
and

(iv) the procedures to review the methodology andfor the calculation of the
additienal-margins, and the applicable notice period-;
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Artiele 9information with regard to the rationale for, and magnitude of, the margin deviations applied by
the

1A clearing service provider shall provide its chents with marcin simulations for at-least cach of the

of the elent

eutput-of-the-margir-margin simulations-shal:
(c) foreach-€CP, for the scenarios referred to in paragraph 8, clearly distinguish-distinguishing:
(1) the ameuntinitial margin amounts required byfor each CCP using the CCP margin

model from the margin amount required by the clearing service provider related to the
portfolio where the transactions are being margined; and

(i1) elearly—distinguish-between the core margin amount and amounts for each of the
margin add-ons of the model used by the clearing service provider related to the portfolio
where the transactions are being margined.

6. A clearing service provider shall provide the information referred to in paragraphs 2. 4 and 5. as
relevant, to its clients at least when:

(a) the client is onboarded; and

(b) there are material changes to the information.

7. A clearing service provider shall provide the margin simulation referred to in paragraph 3, paragraph
4 point (d), and paragraph 5 point (c), as relevant, to its clients at least:
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(a) when the client is onboarded; and

(b) upon request of the client.

8. A clearing service provider shall provide the margin simulation referred to in paragraph 3,
paragraph 4 point (d), and paragraph 5 point (c), as relevant, to its clients for at least each of the
following scenarios:

(a) the current market conditions based on the inputs used by the initial margin model for the

most recent end-of-day initial margin call; and

(b) three hypothetical and two historical market stress scenarios.

The clearing service provider may use the scenarios of the CCP simulation tool referred to in

Article 5 of this Regulation.

CHAPTER IV
FINAL
PROVISIONS

Article 408

Entry into force
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This Regulation shall enter into force on the 2Xth}20th day following that of its publication in the
Official Journal of the European Union.

This Regulation shall be binding in its entirety and directly applicable in all Member States.
Done at Brussels, DD MM YYYY.

For the Commission

The President

Signature
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ANNEX
Requirements for the market stress scenarios for the CCP margin simulation tool

The CCP simulation tool scenarios referred to in Article 5(1), first subparagraph point (b), of this
Regulation, shall meet all of the following requirements:

a) They shall be built in a way that impacts initial margin models as follows:
Yy Yy p g
(1) They shall result in changes to initial margin amounts, due to shifts in market conditions;

(i1) They shall include appropriate periods of stress impacting market volatility and correlations
of risk factors captured by initial margin models;

(iii) They shall include a change of price levels of the instruments cleared by the CCP, which
are used as inputs for calculating initial margins; and

(iv) They may include impacts on other risks and margin components, such as due to increased
liquidation costs or reduced portfolio margining.

(b) As regards historical scenarios, they shall include key past stress events that are the most
impactful for the portfolios of the clearing members_and most relevant for the asset classes the
CCP clears; and

(c) As regards hypothetical scenarios, they shall be built in a way that they stress the clearing-
members’ liquidity needs.



