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DEFINITIONS  

The following terms used in these Regulations shall have the meanings therein specified for the 

purpose of these Regulations. 

 

Cash flow date: Cash flow date is the date on which payment obligations of members are due for 

settlement. 

 

Close-out is a process of determining payment obligations before the date of settlement of 

concerned trades as per the process set out in Chapter VII – Settlement Shortage & Defaults. 

 

Effective Date: Effective date is the date on which the parties to the Rupee Derivative contract 

begin calculating accrued obligations, such as fixed and floating interest payment obligations. The 

Effective Date shall be the first Mumbai Business Day (excluding Saturday) after the Trade Date 

for all the benchmarks except for the “INR-MIFOR” benchmark for which the Effective Date 

shall be the second Mumbai Business Day (excluding Saturday) after the Trade Date. 

 

Exposure Check shall have meaning ascribed to such term in Regulation G1 of the Chapter IV. 

Forward Rate Agreement: A forward Rate Agreement is a financial contract between two parties 

to exchange interest payments for a notional principal amount on settlement date, for a specified 

period from start date to maturity date. Accordingly, on the settlement date, cash payments based 

on contract (fixed) and the settlement rate, are made by the parties to one another. The settlement 

rate is the agreed benchmark/reference rate prevailing on the settlement date. 

FIMMDA The Fixed Income Money Market and Derivatives Association of India. 

 

INBMK Indian Benchmark Rate. 

 

Institutional Entity: An entity regulated by Reserve Bank of India(RBI), the Securities Exchange 

Board of India (SEBI), the Insurance Regulatory and Development Authority of India (IRDAI), 

the Pension Fund Regulatory and Development Authority (PFRDA) and the National Housing 

Bank (NHB) and  belonging to the class of entities permitted by RBI to undertake transactions  in 

Interest Rate Swaps. 
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An Interest Rate Swap is a financial contract between two parties exchanging or swapping a 

stream of interest payments for a notional principal amount on multiple occasions during a 

specified period. Such contracts generally involve exchange of fixed to floating or floating to 

floating rates of interest. Accordingly, on each payment date-that occurs during the swap period-

cash payments based on fixed/floating and floating rates, are made by the parties to one another. 

MIBOR Mumbai Inter Bank Offer Rate  

MIFOR Mumbai Inter Bank Forward Offer Rate 

 

MIOIS Mumbai Inter-Bank overnight indexed Swap 

 

MITOR Mumbai Interbank Tom Offer Rate 

 

MIOCS Mumbai Inter-Bank Offered Currency Swaps 

 

Market-maker: An entity permitted by the RBI to undertake market making activity by providing 

bid and offer prices to market participants. A market-maker need not have an underlying risk to 

be hedged. 

     

Notional Principal: Notional principal or notional amount, of a rupee derivative contract is a 

hypothetical underlying quantity upon which interest rate or other payment obligations are 

computed.  

Portfolio Compression: Portfolio Compression is a way to i) reduce the number of outstanding 

contracts (and therefore gross notional amounts) in OTC derivative portfolios without 

significantly altering the risk profiles of the portfolios of individual participants and (ii) involves 

identification of economically redundant trades for early full or partial termination subject to the 

parameters defined by the individual participants of the exercise. 

Replenishment Level shall have meaning ascribed to such term in Regulation A2 of Chapter VI- 

Margins. 
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Reset Date: The reset date is the date on which floating interest rate for the next payment period 

is decided and fixed. Reset date is one Mumbai business day (excluding Saturday) before the cash 

flow date for all the benchmark trades except for MIFOR benchmark trades for which the reset 

date is two business days before the cash flow date. 

 

Reversal i.e. Early Termination Date: Reversal i.e. Early termination date is any date before the 

actual maturity date of the Rupee Derivative contract on which both the counterparties agree to 

terminate the relevant Rupee Derivative contract. 

 

Rupee Derivatives Dealing System: “Rupee Derivatives Dealing System” means the 

electronic system made available by Clearcorp to the members in respect of Rupee Derivative 

Transactions in terms of the provisions of its Bye-laws, Rules and Regulations of Clearcorp. 

 

Termination Date: Termination date is the date on which the Rupee Derivative contract matures. 

Tenor: The tenor indicates the life span of the Rupee Derivative contract. 

Trade Date: Trade Date is the date on which the parties enter into or agree to the terms of the 

Rupee Derivative contract. 

 

User: A user is an entity that participates in the derivatives market to manage an underlying risk. 

For the purposes of this arrangement, users shall mean Institutional Entities. 
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CHAPTER   I   :   INTRODUCTION 

 
The Regulations shall be known as The Clearing Corporation of India Ltd (Rupee 

Derivatives Segment) Regulations 2010 and as amended in 2018. 

 

APPLICABILITY  

These Regulations shall be applicable to all Members admitted to the Rupee 

Derivatives Segment and the Rupee Derivatives (Guaranteed Settlement) Segment of 

The Clearing Corporation of India Ltd. The Rupee Derivatives Segment consists of 

Trade Processing Services and Non-Guaranteed Settlement Services.  
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CHAPTER   II   :   MEMBERSHIP 

 

A) APPLICATION FOR MEMBERSHIP  

1. Entities permitted by Reserve Bank of India to enter into Rupee Derivatives 

Trades and satisfy the relevant membership eligibility criteria of Clearing 

Corporation shall be eligible to seek membership to Rupee Derivatives Segment 

of Clearing Corporation; 

2. Entities which are Members of Rupee Derivatives Segment of Clearing 

Corporation and also Members of Securities Settlement Segment of Clearing 

Corporation shall be eligible to seek membership of Rupee Derivatives 

(Guaranteed Settlement) Segment of Clearing Corporation;  

3. Eligible entities desirous of availing the facility of Central Counterparty Clearing  

of their trades in Rupee Derivatives shall submit an application in the prescribed 

format to Clearing Corporation complete in all respects together with all requisite 

enclosures as required to be submitted in terms of the Application Form; 

4. Entities admitted in terms of A (1) above, shall unless otherwise notified, be 

eligible on application to avail the facility of Non-Guaranteed Settlement  

 

B) PROCESSING OF APPLICATIONS 

1. Every such application received, in terms of sub-Regulation A above, shall be 

submitted to the Approving Authority for consideration;  

2. Clarifications and/or additional information sought by  the Approving 

Authority shall be conveyed to the applicant. Such applications shall be 

processed only upon receipt of complete particulars called for by the Approving 

Authority; 

3. Mere submission of completed application forms and/or additional information 

sought by the Approving Authority does not confer by itself automatic right for 

any applicant to claim grant of Membership to Clearing Corporation;  

4. Upon receipt of approval of the Approving Authority, Clearing Corporation 

shall communicate such approval to the applicant with a request to complete 

the other formalities outlined in these Regulations;  

5. Every applicant, upon receipt of approval of Membership,  intending to avail 

the services of Non- Guaranteed and Guaranteed  Settlement through Clearing 
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Corporation shall execute a set of documents in such form and manner as may 

be prescribed by Clearing Corporation. Such execution shall be carried out by 

duly authorized signatory (ies).    

6. By submitting the application, the applicant shall be deemed to have given   

consent to Clearing Corporation for disclosure of all or any information relating 

to derivative transactions that are concluded by the applicant with 

counterparties which are branches of banks in other jurisdictions , to any Swap 

or Trade data Repository or Regulators, in India or other jurisdictions, to whom 

disclosures are required to be made to the extent required or permitted by 

applicable laws.  

 

C) MEMBERSHIP ID 

 1. Every applicant admitted as a Member of Clearing Corporation shall be 

allotted Membership ID or shall use the existing Membership Id  as 

directed by Clearing Corporation;  

 2. Every Member shall incorporate the Membership ID in all trades reported 

to Clearing Corporation for Clearing and Settlement;  

 3. Every Member shall incorporate the Membership ID in all its 

communications to Clearing Corporation;  

 4. Non-incorporation of Membership ID by a Member in any trade or 

communication shall absolve Clearing Corporation of all liabilities or 

consequences of inaction by Clearing Corporation;  

 5. Every Member shall ensure that incorporation and/or use of its 

Membership ID is restricted to its authorized personnel only;  

 6. Clearing Corporation and/or any of its officials shall not in any way be 

liable for any loss or consequences that may arise on account o f 

unauthorized and/or wrongful use of Membership ID. 

 

D)   CLEARING MEMBER : 

A Member may be admitted as a Clearing Member for  Clearing and Settlement 

of the trades in this segment. Such Member would be entitled to clear and settle 

Rupee Derivatives trades of its constituents in terms of the policies and 

procedures to be notified by Clearing Corporation effective from a date  notified 

by Clearing Corporation. 
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E) RESIGNATION FROM MEMBERSHIP:  

1. A Member who: 

i)   is not a Defaulter;  

ii) has met all margin calls; and 

iii) has replenished its Default Fund contribution in respect of calls  

 made on or before the Resignation Request Date (as defined in Clause E2 

below); 

 shall have the right to resign from Rupee Derivatives (Guaranteed  

 Settlement) if it satisfies either of the following conditions:   

a) If a Member has no outstanding trade as accepted by Clearing 

Corporation (hereinafter referred to as “Outstanding Trades”) for two 

previous months; or 

b) If the Member has taken a loss through replenishment of its 

contribution to the Rupee Derivatives Guaranteed Settlement Default 

Fund and the specified loss threshold as notified by Clearing 

Corporation from time to time in this respect has been reached.  

Provided however that a member seeking to resign under clause E (1) (a) may 

be granted exemption from the requirement of not having any outstanding 

trades accepted for settlement in the previous two months if such resignation 

is on account of its merger / amalgamation with or its acquisition by another 

entity which is a member of CCIL in this segment and the 

merged/amalgamated or acquiring entity has given an undertaking to CCIL 

stating its intention to take over all obligations of the resigning member 

including its obligations towards the Default Fund arising out of the 

provisions of Chapter IX, ‘Default Fund’ of these Regulations.  

 

2. A Member resigning under E1 (a) shall have to give prior notice in writing to the 

Clearing Corporation clearly indicating its decision to resign from the Rupee 

Derivatives Guaranteed Settlement Segment. 

 The notice shall be effective on the Resignation Request Date, which for the 

purpose of this segment shall be the date on which such written notice is received 

by Clearing Corporation when delivered by such Member in person or by courier, 

or by a registered mail (with a return receipt requested).  
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 Clearing Corporation shall promptly notify other Members of this segment about 

the resignation request received. Such request for resignation under E1 (a)shall 

be approved or rejected by the Managing Director of Clearing Corporation or by 

an official so authorized by the Managing Director within 2 business days from 

the Resignation Request Date, based on the fulfillment or otherwise of the 

conditions for resignation by the member. The resignation shall come into effect 

from such date of approval by the Managing Director of Clearing Corporation or 

by an official so authorized by the Managing Director or in the absence of such 

approval or rejection, it shall be deemed to be approved at the end of 2 business 

days from the Resignation Request Date.  

    The resigning Member shall be entitled to also receive any amount lying as its 

contribution to the Default Fund Account for this segment after adjusting all 

dues owed by it to Clearing Corporation in terms of its Bye -laws, Rules & 

Regulations. 

 

3. A Member desiring to resign under clause E1 (b) above shall have to give prior 

notice of 30 calendar days to the Clearing Corporation in writing clearly 

indicating its decision to resign from the Rupee Derivatives (Guaranteed 

Settlement)Segment.  

 Clearing Corporation shall promptly notify other Members of this segment about 

the resignation request received.  

The resigning Member shall then be required to close-out all its Outstanding 

Trades as of Resignation Request Date within such notice period. The process of 

close-out for such trades shall be as noti fied from time to time by Clearing 

Corporation. If the Member has not been able to close-out all its Outstanding 

Trades within such notice period, the Member shall have the following options:  

       a) it can seek extension of time by another 30 calendar days from Clearing 

Corporation and close-out its remaining Outstanding Trades within the extended 

period. However, if in the opinion of Clearing Corporation, such extension may be 

used by the Member to disrupt the settlement system, it shall be entitled to refuse 

any such extension.  
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b) when at least 90% of its Outstanding Trades in value terms are closed-out, within 

the first 30 days or the extended period as the case may be, the member may request 

Clearing Corporation to close-out the remaining Outstanding Trades. Clearing 

Corporation shall close-out these remaining Outstanding Trades with the original 

bilateral counterparties of the resigning member after notifying the counterparties 

at least one business day in advance. Such close-out shall be effected at a price to 

be notified in this behalf by Clearing Corporation from time to time.  

c) Bilateral counterparties with whom trades are closed -out in terms of sub-clause (b) 

may enter into new trades so to cover the open position resulting from such close-

out in the market and report the same to Clearing Corporation. Such intimation 

shall be sent to Clearing Corporation in the prescribed format on the next business 

day after the close-out. The loss if any incurred by the bilateral counterparties shall 

be borne by the exiting Members, who shall within [one hour] of notice to them 

(exiting Member) by Clearing Corporation or within such extended time period as 

the Clearing Corporation  may in its discretion upon request from the exiting 

Member agree, deposit the amount in cash with Clearing Corporation which shall 

then be passed to the bilateral counterparty which incurred the loss. Provided, 

however that if such claim is raised by Clear ing Corporation in the last business 

hour of the day, the exiting Member shall be liable to pay during the first hour of 

the next business day. In case of any non-payment of the amount, the exiting 

Member will be declared as a defaulter and shall lose the option to exit.  

d) Provided that the rate at which the bilateral counterparty has entered into any of 

the trades mentioned in (c) above is identified as the outlier by Clearing 

Corporation, the exiting Member shall not be liable for the loss. The decision  of 

Clearing Corporation in regard to admissibility of loss in these circumstances shall 

be final and irrevocable.  

4. All requests for resignation under clause E1 (b) shall be approved by the Managing 

Director of Clearing Corporation or by an official so authorised by the Managing 

Director, based on the fulfillment or otherwise of the conditions for resignation by 

the member after the Member has closed-out all its Outstanding Trades within the 

specified 30 days notice period or within the extended period a nd upon the 

fulfillment of all the requirements under clause E(3). Such request for resignation may be  

rejected by the Managing Director of Clearing Corporation or by an official so authorized by the 
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Managing Director  in case the Member has not fulfilled any obligations or liabilities arising out 

of or incidental to any Trades under the segment in terms of the Bye Laws, Rules and Regulations 

of Clearing Corporation. In the event of such rejection, the reasons for such rejection shall also 

be communicated to the Member.  

 

If said resignation  is not rejected or if such approval is not given by the end of the 

day of the Member’s closing out of all its outstanding trades (including the closing 

out in terms of sub-clause E(3)(b)), it shall be deemed approved at the end of such 

day. Such resignation shall however come into effect from the end of the day upon 

the acceptance by Clearing Corporation of the trades generated out of the close -out 

process. The resigning Member shall thereupon be entitled to receive any amount 

lying to the credit of its Default Fund account for this segment after adjusting for 

other dues to Clearing Corporation.  

 

5. If the Member fails to close-out all its Outstanding Trades in accordance with 

clause E(3) above, the resignation notice shall automatically become null and void.  

 

6. The procedure as specified in Chapter IV- Rule 7-Resignation of CCIL Rules, shall 

not apply to the Member resigning as per the clause E of this Chapter.  
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CHAPTER   III   :   Settlement Guarantee Fund 

 

The provisions of this chapter shall be applicable only to Members of Rupee 

Derivatives (Guaranteed Settlement) Segment.  

 
A. PURPOSE 
 
1. Clearing Corporation shall be entitled to call for and maintain a Settlement 

Guarantee Fund (hereinafter referred to as “SGF”) in respect of its Rupee 

Derivatives (Guaranteed Settlement) Segment as a part of its risk management 

process to cover risks arising out of any default by Members; 

2.  Clearing Corporation may, however, consider the unutilized portion of Securities 

Segment SGF towards margins for Rupee Derivatives (Guaranteed Settlement) 

Segment. In such an event, a Member shall be deemed to have authorized the 

Clearing Corporation to utilize the unutilized portion of Securities Segment SGF 

towards margins for Rupee Derivatives (Guaranteed Settlement) Segment . Such 

margins for the Rupee Derivatives (Guaranteed Settlement) shall be blocked out 

of the unencumbered SGF available as per procedure notified from time to time.  

3. Such SGF shall be utilized for such purpose as provided in the Bye -Laws, Rules 

and Regulations of Clearing Corporation including towards meeting default 

obligations/deficiencies and/or any other dues arising out of Clearing and 

Settlement operations undertaken by Clearing Corporation as part of its day to 

day operations. 

 

B. COMPOSITION  

1. Contributions by Members to the SGF shall be in the form of cash and/or eligible 

Government securities or in any other form as  may be specified by Clearing 

Corporation from time to time ;  

2. Every Member shall contribute a minimum specified amount as Initial Margin 

and such other margin as prescribed from time to time by Clearing Corporation 

to trade on Rupee Derivatives Dealing System. 

3. Clearing Corporation may require every Member to contribute the minimum 

specified margins in the form of cash and balance in the form of eligible 

securities. The proportion of the cash to eligible securities to be maintained by a 

Member shall be notified by Clearing Corporation from time to time . Clearing 
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Corporation may, however, permit its Members to deposit their entire 

contributions to SGF in the form of cash.  

 

4. The proportion of Cash to Securities to be maintained by the Member may be 

changed after due notification by Clearing Corporation from time to time;  

 

5. The unutilized portion of Securities Segment SGF utilized towards margin 

obligation of Rupee Derivatives (Guaranteed Settlement) Segment, in  terms of 

sub-Regulation A2, above shall cover obligation towards Initial Margin, Mark to 

Market Margin and/or any other margin that may be prescribed as per the Risk 

Management Process for Rupee Derivatives (Guaranteed Settlement) Segment; 

 

6. A Member shall at all times ensure that its contribution to Securities Segment 

SGF are adequate to cover risk exposure on its outstanding Rupee Derivative  

trades accepted by Clearing Corporation on behalf of the Member as specified in 

Chapter VIII relating to “Risk Management” in these Regulations;  

 

C.ELIGIBLE SECURITIES  

1. Clearing Corporation shall specify the list of eligible securities which shall qualify 

for contribution to SGF. The list of securities eligible for such contribution shall 

be notified by Clearing Corporation from time to time. Securities declared as 

ineligible for Securities Segment SGF contribution shall not be reckoned for 

margin of such Member towards Rupee Derivatives Segment from  the effective 

date of such ineligibility;  

2. Clearing Corporation may , through notification from time to time , specify the 

type of security(s) including the maximum contribution to be made available in 

the form of a single security or group of securities that a Member may contribute 

to SGF towards margin requirements. 

 

 

D.CONTRIBUTION TO SGF 

 

1. A Member shall be required to contribute to SGF before Clearing Corporation 

accepts Trades from the Member for Clearing and Settlement;  
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2. The SGF contribution of a Member shall cover its margin obligations towards 

initial margin, MTM margin and/or any other margin that may be prescribed in 

Chapter VIII relating to “Risk Management” in these Regulations;  

3. The provisions governing the administration of  the SGF, including receipt and 

withdrawal of securities and cash contributions, investment of the fund and 

corporate actions thereon shall be governed by the Regulations of Clearing 

Corporation, relating to the Securities Settlement segment , except to the extent 

specified herein. 

 

E. INTEREST ON CASH MARGIN: 

1. A Member shall be entitled to receive interest at quarterly rests (at the end of 

every calendar quarter) on daily end of day utilization of cash margins during the 

relative period maintained by it in excess of the minimum prescribed cash margin 

as notified by Clearing Corporation from  time to time.  

2. Interest on utilization of cash margin shall be paid at a rate not exceeding 100 

basis points lower than the weighted average of 91 days Treasury Bills cut -off 

yields at the last three auctions held before the relevant interest payment date. 

The benchmark instrument to which such cash compensation would be pegged as 

well as spread between the yield on the benchmark instrument and the interest 

rate paid by Clearing Corporation may be changed from time to time aft er due 

notification to the Members. 

 

 



  

15 

 

CHAPTER   IV   :   PROCESSING OF RUPEE DERIVATIVE TRADES 

 

The provisions of this chapter are applicable for processing services for trades 

reported by all Members of the Rupee Derivatives Segment including Members 

opting for guaranteed settlement of Clearing Corporation , unless stated otherwise. 

 

A.ELIGIBLE TRADES 

a) Clearing Corporation shall accept  the following Rupee Derivatives Trades:  

i) Interest Rate Swap   

ii) Forward Rate Agreement 

 

b) Clearing Corporation may, from time to time, notify the type of trade eligible 

to be included under its Rupee Derivatives Segment;  

 

c) Clearing Corporation may, from time to time, notify the type of trades  

including the benchmarks eligible to be included under its Rupee Derivatives 

(Guaranteed Settlement) Segment;  

 
d) All trades as notified in Rupee Derivatives Instruments concluded between 

the Members of Rupee Derivatives Segment that have the status as matched shall 

be accepted for processing;  

 
e) Clearing Corporation shall, from time to time, notify the features like 

Minimum Notional Principal Amount, Tenor, Effective Date, Reset dates, 

Floating Benchmark Rates etc for each type of Rupee Derivatives trade. 

 
B.ACCEPTANCE OF TRADES: 

1.  Clearing Corporation shall receive details of Trades reported by  Members of 

Rupee Derivatives Segment in a prescribed format over  INFINET or any other 

form/manner as deemed fit and notified by Clearing Corporation. Clearing Corporation 

may also accept eligible trades reported by the Members of Rupee Derivatives Segment to the 

CCIL Trade Repository (CCIL TR) and Members shall be deemed to have consented to such flow 

of trades for Clearing and Settlement.  Clearing Corporation shall accept such Trades 

reported by the Members for processing; 
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2. The trades matched as per sub clause B(1) above shall hereinafter be called Trade 

For Processing (TFPR).Status of "TFPR" refers to trades that are not eligible for Guarantee 

by Clearing Corporation. The Trades with status "TFPR" shall however be eligible for settlement 

through Clearing Corporation on a non-guaranteed basis if both the counterparties have availed 

the facility of non-guaranteed settlement. 

3. Clearing Corporation shall receive details of trades reported by Members of Rupee 

Derivatives (Guaranteed Settlement) Segment in a prescribed format over INFINET 

or any other form as deemed fit and notified by Clearing Corporation. Clearing 

Corporation may also receive eligible trades reported by the Members of Rupee Derivatives 

Segment to the CCIL Trade Repository (CCIL TR) and Members shall be deemed to have 

consented to such flow of trades for Clearing and Settlement. Clearing Corporation shall 

accept eligible trades reported by the Members of Rupee Derivatives (Guaranteed 

Settlement) Segment for Clearing and Settlement ; 

4. Clearing Corporation shall directly receive trades concluded on the Rupee 

Derivatives Dealing system in the Rupee Derivatives (Guaranteed Settlement). 

Trades received from the Rupee Derivatives Dealing System shall be eligible for 

clearing and settlement by Clearing Corporation from the point of acceptance  of the 

trade by Clearing Corporation;  

5. Clearing Corporation shall subject all those trades accepted as per sub regulation 

B (3) and B (4) above to Exposure Check on an online basis in order to verify that 

margin available to the credit of the Members are adequate to provide risk cover for 

guaranteed settlement for such matched trades as per Chapter VIII on Risk 

Management. 

 

C.TIMINGS 

 
1. Members shall be governed by the prevalent RBI notification for reporting of 

deals / trades. However, for reporting of amendments, cancellations and 

reversals of deals / trades and for various other activities incidental to the 

processing, a separate time schedule will be notified by Clearing Corporation 

from time to time.  

2. Clearing Corporation may modify time schedules for the various activities  

prescribed in sub-Regulation C (1) above, and notify the Members of  such 

changes at least seven business days before such changes shall take effect;  
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Provided however that Clearing Corporation may, if it is of the opinion that 

it is in interest of the market, reduce the notice period.  

 
3. The Member shall adhere to the time schedules prescribed as above. Clearing 

Corporation shall not be bound to accept deals received after the cut-off times 

prescribed and shall not be responsible for any consequences arising as a 

result of non-acceptance of such deals . 

 

D.NEW TRADES: VALIDATION AND MATCHING OF REPORTED DEALS 

 
1. The deals reported by Members shall be validated to ensure that : 

(i) Both the counterparties to the trade are Members of Rupee Derivatives 

Segment; Counterparties to trades undertaken with Institutional 

Entities, shall be market makers.  

(ii) No information as required in the format prescribed is omitted;  

(iii) The dates reported are valid business days as notified by Clearing 

 Corporation. 

  These validations shall be applicable for both trades reported only for 

processing and to trades reported for settlement on a guaranteed and non- 

guaranteed basis. 

2. Clearing Corporation shall, after successful validation of deals received from both 

the Members, match the deals to form a trade and generate a unique Trade ID for 

each such trade; 

 

3. Clearing Corporation shall reject those deals which do not satisfy validation 

checks under advice to Members; 

 

E.REJECTION OF REPORTED DEALS 

 

Clearing Corporation shall be entitled to reject the deals reported to it by Members 

for any valid reason such as: 

a. Inaccurate information such as incorrect Membership ID, invalid dates etc.;  

b. If deal is reported beyond cut-off time as notified by Clearing Corporation;  
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c. When an amendment, cancellation or reversal (i.e. early termination) is 

reported for an already rejected trade.  

d. Where at least, one of the parties to the trade is not a market maker.   

e. Any other reason as deemed fit by Clearing Corporation under advice to the 

 Member. 

 

F. AMENDMENT / REVERSAL (i.e. EARLY TERMINATION) / 

CANCELLATION OF TRADES 

 
1. Amendment/reversal (i.e. early termination)/cancellation instruction, if any, 

reported by the Members, after the original Trade has been matched shall be acted 

upon only if the amendment/reversal (i.e. early termination)/cancellation 

instruction is received from both the counterparties to the trade within the time 

limit prescribed for the purpose of reporting such instructions, failing which 

Clearing Corporation shall proceed with the original matched Trade ; 

2. For Members of Rupee Derivatives (Guaranteed Settlement) Segment , Clearing 

Corporation shall subject to Exposure Check any amendment/reversal (i.e. early 

termination)/cancellation to trades already accepted for settlement in order to 

verify that the margin available to the credit of both the counter-party Members 

are adequate to meet the margin requirement on the resultant position . For 

reversals (i.e. early terminations), the cash flows due on such early terminations 

will also be taken into consideration for assessing margin ade quacy on the 

resultant position;  

3. Amendments/Cancellations/Reversals (i.e. early terminations) if any, reported by 

the Members of Rupee Derivatives (Guaranteed Settlement) Segment in respect 

of trades accepted for settlement, shall be acted upon only if the resultant 

position also passes Exposure Check, failing which Clearing Corporation shall 

proceed with the original matched Trade.  

 
G.  EXPOSURE CONTROL AND ACCEPTANCE OF TRADES IN RUPEE 

DERIVATIVES (GUARANTEED SETTLEMENT) SEGMENT 

 
1)Clearing Corporation shall subject all eligible matched trades to verification of 

adequacy of margins for both Members to a trade on a trade by trade basis. This 

process is termed as ‘Exposure Check’. Eligible matched trades shall include all 
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trades that satisfy conditions in Chapter IV (A) of these Regulations whether 

reported and matched or concluded on the Rupee Derivatives Dealing System.  

Trades which pass through Exposure Check shall be novated for guaranteed 

settlement by the Clearing Corporation.  

 

2)Trades which fail to pass through Exposure Check shall remain in queue as 

“Pending Exposure”. Exposure validation for such trades shall continue to be 

performed on an ongoing FIFO basis until a notified number of days before the Cash 

Flow Date. If a trade fails to pass Exposure Check even at that stage, such a trade 

shall be classified as “Trade For Processing” (TFPR);  

 

3)Unless stated otherwise, TFPR trades shall also consist of the following:  

a) Trades (including amended trades) which do not pass through Exposure 

Check and remain as pending exposure for a notified number of days after 

matching; 

b) Trades which remain as pending exposure until a certain number of days 

before the Cash Flow Date as notified by Clearing Corporation;  

c) Either counterparty to a trade has not opted for guaranteed settlement of 

Clearing Corporation;  

d) Any other reason as notified by Clearing Corporation from time to time.  

 

4) The Exposure Check of the reported trades and trades received from Rupee 

Derivatives Dealing System shall be carried out on an online basis, during the 

business hours as notified by Clearing Corporation.  

 

5)The margin amount as contributed by the member before commencement of 

trading on Rupee Derivatives Dealing System shall be appropriated towards the 

margin obligation required to be fulfilled by a Member in relation to the risk 

exposures on the matched deals on the Rupee Derivatives Dealing System or on the 

deals reported directly by members to Clearing Corporation in the order in which 

such deals are matched. 
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6) If the margin amount contributed towards the Rupee Derivatives Dealing System 

is inadequate, the SGF value made available by the Member, if any, shall be blocked 

towards the balance margin requirement.  

 

7)Void Trades  

a. The trades concluded on the Rupee Derivatives Dealing System are 

guaranteed by Clearing Corporation in accordance with the bye-laws, 

rules and regulations of Clearing Corporation . The trades concluded on 

Rupee Derivatives Dealing System shall not be treated as cancelled and 

void under normal circumstances;  

b. Clearcorp, however, under exceptional situations, shall have the right to 

cancel the trades in case of any system failures at Clearing Corporation 

or Clearcorp leading to failure of trade acceptance process or where 

such action is necessary to protect the integrity of the market;  

c. Notwithstanding any other provisions, the Clearing Corporation shall 

be entitled to treat any trade as void if it believes that the trades are 

executed at the prices that could adversely affect market integrity or if 

any trade is cancelled by ClearCorp; 

d. Trades treated as void in such events set out in clause (a), (b) and (c)  

above shall be void ab initio. No liability whatsoever shall accrue to 

Clearcorp / Clearing Corporation and/or any of its officials for not 

clearing and settling such trades in terms of this provision;  

e. Clearing Corporation shall be entitled to recover any liability from any 

Member arising out of treating the trades as void for the purpose of 

Clearing and Settlement.  

 

 

H.HOLIDAY RULES 

 

1. Clearing Corporation shall normally function on all the days, excluding Sundays 

and those days that are declared as holidays under the Negotiable Instruments 

Act, 1881 and such other days on which transactions/settlement may not take 

place as declared by RBI or such other authority ; 
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2. Unless otherwise specified, Saturday shall not be a Business Day for any purpose  

and regardless of the centre where the deal is transacted, the benchmark and the 

holiday calendar for the purposes of computation of interest streams shall be as 

that in Mumbai, except in case of Interest Rate Swap wherein the benchmark is 

based on the foreign exchange market, for which the holiday calendar of the 

relevant centre for that currency shall also be applicable; 

 

3. Unless stated otherwise, Clearing Corporation may follow the guidelines issued 

by the Regulator or such other authority for giving effect to the terms of trade 

including the Trade Date, effective date, reset date, termination date etc.  on such 

declaration of holidays.  
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CHAPTER   V: SETTLEMENT OF CASHFLOWS OF TRADES 

 

A. SETTLEMENT OF CASH FLOWS UNDER NON-GUARANTEED 

SETTLEMENT 

 
     The provisions of Clause A shall be applicable for the following types of trades , 

concluded between market makers that have status as matched, provided;    

a) Both the counterparties to the  trade have opted for non-guaranteed 

settlement; 

b) One of the counterparties to the trade has opted for non-guaranteed 

settlement and the other counterparty has opted for both non-guaranteed 

and guaranteed settlement 

 
1. Clearing Corporation shall notify  the changes, if any, to the methodology for 

computation of settlement obligation of trades  as set out below; 

 
2. Cash flows in respect of those trades including payable/receivable amount on 

reversal (i.e. early terminated) trades which have been matched as TFPR shall 

be considered for non-guaranteed settlement;  

 
3. While computing settlement obligation for the Members, Clearing 

Corporation shall, include the consideration amount as reported by the 

Members for their reversal (i.e. early terminated) trades to be sett led and shall 

not be responsible for any error on the part of the Member in reporting 

consideration amount for such  trades;  

 
4. Cash flows in respect of those trades including payable/receivable amount on 

reversal (i.e. early terminated) trades which have been rejected in terms of 

Chapter IV (G) (2) of these Regulations shall be settled on a non - guaranteed 

basis by Clearing Corporation provided both the Members have opted for 

non-guaranteed settlement 

 
5. Clearing Corporation shall, at the time of arriving at the settlement obligation 

of each Member, carry out multi-lateral netting across all applicable trades of 

the Members; 
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6. Clearing Corporation shall, at the end of each day, generate Final Obligation 

Report for each Member for settlement on next business day. The final 

obligation shall include:  

a. the settlement obligation arising out of normal trades of the Member;  

b. the settlement obligation arising out of reversal (i.e. early termination) 

of trades as reported by Member/s; 

 

7. The Obligations contained in the Final Obligation Report shall constitute 

binding and conclusive confirmation of the respective Member’s settlement 

obligation for such settlement date position ; 

 

8. Settlement Obligation report generated by Clearing Corporation shall : 

a. contain details of the net position of the Member for a settlement date 

and shall include all trades accepted for non-guaranteed settlement for 

arriving at such position;  

b. deemed to be a Member’s confirmation of the different trades for 

which funds are to be received from and/or paid to the Member on 

settlement date;  

c. be Members’ instructions to Clearing Corporation for effecting 

settlement in its RTGS Settlement / Current account at RBI;  

 

9. Clearing Corporation shall, on the day of settlement, generate settlement 

obligation file which shall be sent to RBI for settlement within the cut -off 

time as notified by RBI for Rupee Derivatives settlement;  

 

10. Unless otherwise specified, the settlement of  funds in respect of Members 

shall take place through its RTGS Settlement / current account maintained 

with RBI; 

 

11. Member shall ensure availability of sufficient funds in its RTGS Settlement / 

current account with RBI; 
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12. Members may pre fund the settlement obligations as notified by Clearing 

Corporation from time to time.  

 
13. Shortfall in the account of a Member to meet its fund obligations arising out 

of its cashflows for a settlement date shall be considered as funds shortage ; 

 

14. Fund shortage as per the Sub-Regulation A (13) shall be handled as under:  

 

a) The shortfall amount shall be allocated to the Member(s) who have funds 

receivable position (hereinafter called “Allocatee”) on a bilaterally netted 

basis from the Member who has committed shortage;  

b) The allocation shall be in the ratio of net amount receivable from the Member 

who has committed shortage;  

c) Such allocation may result in revision of the obligation values for the 

Allocatees as under:  

i. Reduction in existing payout (receivable  by the Member) value or 

ii. Increase in existing pay-in (payable by the Member) value or 

iii. Conversion of existing payout to pay-in value. 

d) Clearing Corporation shall communicate to all the Allocatees about the 

revised obligation values; 

e) Allocatees whose receivable position is converted into payable position or 

allocatees whose payable position has increased as a result of such allocation, 

shall be required to fund their account with RBI before  a specified time on 

the settlement date as notified from time to time.; 

f) The revised settlement file shall be sent to RBI for settlement;  

g) If all pay-ins (payable by the Members) are successfully processed, the payouts 

or the receivable obligations of the Members shall be paid out;  

h) In the event of a shortage being encountered in the revised obligation, 

Clearing Corporation shall abandon the non-guaranteed settlement for the day 

and the same shall be communicated to concerned Members; 

i) Clearing Corporation shall not be responsible for the settlement of trades 

under non-guaranteed settlement. 
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B. SETTLEMENT OF CASH FLOWS UNDER GUARANTEED 

SETTLEMENT 

 
The provisions of this Clause B shall be applicable for the trades that are eligible for 

guaranteed settlement where both the counterparties to the trade have opted for 

Guaranteed Settlement. 

 

1. Clearing Corporation shall accept for Clearing and Settlement only those matched 

trades including reversal trades which pass Exposure Checks as mentioned in 

Chapter IV (G) of these Regulations; 

 
2. Clearing Corporation shall notify the benchmark rates and the methodology for 

computation of settlement obligation of trades;  

 
3.While computing settlement obligation for the Members, Clearing Corporation 

shall, include the consideration amount as reported by the Members for their reversal 

(i.e. early terminated) trades to be settled and shall not be responsible for any error 

on the part of the Member in reporting consideration amount  for such  trades;  

 

4. Funds obligation of a Member shall comprise of the obligation in respect of trades 

which have passed exposure and have cash flows due for settlement for a given 

settlement date; 

 
5.Clearing Corporation shall, at the time of arriving at the settlement obligation of 

each Member, carry out multi-lateral netting across all counterparties of the Member; 

 
 
6.Clearing Corporation shall , at the end of each day, generate Final Obligation 

Report for each Member for settlement on next business day. The final obligation 

shall include: 

a) the settlement obligation arising out of normal trades of the Member; 

b) the settlement obligation arising out of reversal (i.e. early termination) of 

trades as reported by Member/s; 
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7.The Obligations contained in the Final Obligation Report shall  constitute binding 

and conclusive confirmation of the respective Member’s obligations. The obligations 

of the respective Members so determined shall be deemed to be final and irrevocable.   

 
8.Settlement Obligation Report generated by Clearing Corporation shall:  

 
a. Contain details of the net position of the Member for a settlement date and 

shall include all trades accepted for Guaranteed Settlement for arriving at such 

position;  

b. Be deemed to be a Member’s confirmation of the different trades for which 

funds are to be received from and/or paid to the Member on settlement date;  

c. Be Members’ instructions to Clearing Corporation for effecting settlement in 

its RTGS Settlement / current account at RBI/Account with Settlement Bank; 

d. Settlement shall be final and irrevocable when the net obligations are 

determined. 

 
9.Clearing Corporation shall, on the day of settlement, generate settlement obligation 

file which shall be sent to RBI/Settlement Bank for settlement within the cut-off 

time as notified by Clearing Corporation for Rupee Derivatives Settlement; 

 
10.Unless otherwise specified, the settlement of funds in respect of Members shall 

take place through its RTGS Settlement / current account maintained with RBI, or 

current account maintained with Settlement Bank as provided in Chapter XV relating 

to Settlement Bank. 

 

11.Member shall ensure availability of sufficient funds in its RTGS Settlement/ 

current account with RBI/ Settlement Bank and if a Member fails to provide the 

same on the settlement date to meet its fund obligations arising out of its deals, it 

shall be considered as funds shortage which shall be dealt with as provided in 

Chapter VII relating to “Defaults” in these Regulations;   

 

12.Clearing Corporation shall , after receipt of settlement confirmation from RBI,  

release the margins which are blocked as described in Chapter VI  (D) of these 

Regulations for the fund obligation of Members. 

 



  

27 

 

C. TRADES NOT SETTLED BY CLEARING CORPORATION  

Clearing Corporation shall assume no responsibility for settlement of such trades 

which are not eligible to be settled on a non guaranteed basis in terms of Clause A 

above or on a guaranteed basis in terms of Clause B above.  
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CHAPTER   VI   :   MARGINS 

 

The provisions of this chapter shall be applicable only to Members of Rupee 

Derivatives (Guaranteed Settlement) Segment.  

 

A   Margin Requirements 

1. Clearing Corporation shall prescribe the requirements of margins for the       

Rupee Derivative trades to be settled through Clearing Corporation and the 

Members shall furnish such margins as a condition precedent for acceptance of 

such trades by Clearing Corporation for guaranteed settlement.  

2. Clearing Corporation shall be entitled to make a margin call if the margin 

obligation of a Member reaches a specified percentage of its SGF value made 

available as margin for this segment as notified by Clearing Corporation. Such 

specified percentage shall be termed as Replenishment Level. If a margin call is 

sent by Clearing Corporation, it shall be the responsibility of the Member to bring 

additional margin thereafter so that the margin requirements in the account of 

the Member as a percentage of margin availability for this segment is below the 

Replenishment Level.  

3. Clearing Corporation may however continue to accept trades on account of such 

Member till the margin obligation reaches a higher percentage, termed as 

Rejection Level. After the margin obligation for a Member reaches Rejection 

Level, Clearing Corporation may ordinarily not accept any further trade of the 

Member till additional margin is deposited so as to bring the margin requirement 

as a percentage of  margin availability for this segment on account of that Member 

to lower than the Replenishment Level as described above. Clearing Corporation 

however may accept trades for guaranteed settlement  without any further 

reference to any Member, even after the margin liability for this segment has 

breached the Rejection level, if such acceptance is necessitated due to post trade 

Exposure Check of trades concluded on Rupee Derivatives Dealing System.  

4. Clearing Corporation shall notify the percentages set as Replenishment Level and 

Rejection Level. It may also, after duly notifying the Members, alter the 

percentages set as Replenishment Level or Rejection Level. 
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5. Clearing Corporation shall make margin call for margin shortfall, if any, after re-

computation of margins at end of the day. On receipt of notice towards any such 

margin call, the member shall arrange to deposit additional amount in its SGF 

account not later than on the next working day before the time notified by 

Clearing Corporation, so that the balance in SGF account available as margin is 

adequate to cover its margin obligation in this segment (i.e. the margin 

requirement as percentage of margin available for this segment is below the 

Replenishment Level as described in Clause A(2) above) 

B MARGIN COMPONENTS  

 The margins to be provided by the Members shall comprise of:  

 1. Initial Margin  

 

 i) Initial Margin is the margin obligation required to be fulfilled by a 

Member as its contribution to SGF in relation to risk exposure on the 

outstanding Trades of the Members accepted for guaranteed settlement by 

Clearing Corporation. Such risk exposure shall be arrived at based on 

Value at Risk for the portfolio of outstanding trades or based on such 

other method as notified by the Clearing Corporation from time to time.  

  ii) Initial Margin shall also include an additional amount towards Spread 

Margin in order to effect a partial disallowance of the full offset between 

various IRS and FRA trades provided through portfolio margining. Spread 

margin shall be computed as per the process notified by Clearing 

Corporation from time to time.   

  iii). Clearing Corporation may, however, set a minimum margin 

requirement as notified by it from time to time. 

 

 2. Mark to Market Margin 

 

i) Mark to Market margin is that margin contributed towards change in value of its 

trade portfolio arising out of adverse rate movements and required to be contributed 

by a Member. Such obligation shall be computed as part of daily marking to market 

exercise as outlined in Chapter relating to “Risk Management” in these Regulations, 
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on outstanding Trades of the Members accepted for guaranteed settlement by 

Clearing Corporation.  

ii)In case of high volatility in the market, Clearing Corporation shall also collect 

MTM margin on intra-day basis from the Members on their trades already accepted 

for settlement based on a process as notified by Clearing Corporation from time to 

time. 

  3. Volatility Margin   

   

i) Volatility Margin comprises of the margin obligation imposed by Clearing 

Corporation due to sudden increase in volatility in swap rates, forward premia or 

interest rates and required to be fulfilled by a Member as its contribution towards 

SGF. Clearing Corporation shall be entitled to impose such margin whenever it 

is of the view that the volatility of rates in the market is at a higher than the 

normal level. The Members shall be notified by Clearing Corporation prior to the 

collection and/or maintenance of Volatility Margin.  Members shall have the 

obligation to immediately meet any shortfall in margin arising out of imposition 

of volatility margin.  

 

4.    Concentration Margin 
 

 Concentration margin is that margin obligation required to be made by a Member 

in relation to its outstanding exposures in any particular benchmark and/or tenor 

or for a number of such benchmarks and tenors, beyond pre -determined limit(s)  

set by Clearing Corporation. Clearing Corporation shall have the right to stipulate 

such margin from any future date after due notification to its Members. 

 

C) SUSPENSION ON FAILURE TO PAY MARGIN 

 

Notwithstanding anything contained elsewhere in these Regulations: -  

1) If a Member fails to comply with the margin call as stipulated under Chapter VI 

(A) of these regulations, Clearing Corporation shall be entitled to temporarily 
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suspend the Membership rights of such a Member to the Rupee Derivatives 

(Guaranteed Settlement) Segment or to restrict the access rights of the Member 

to the Rupee Derivatives Dealing System including effecting a shift to access on 

Risk Reduction Mode and/or to collection of margins based on orders without 

providing any offset between buy and sale . In Risk Reduction Mode, Clearing 

Corporation may accept for clearing only such trades as will have the effect of 

reducing exposure of Clearing Corporation on the member and / or may advise 

ClearCorp to admit for trading on the trading system only such orders  which, if 

traded, will have the effect of reducing exposure of the Clearing Corporati on;  

2) If a Member fails to fulfill its margin obligations before the time notified for the 

purpose, Clearing Corporation shall advise Clearcorp to suspend the rights of the 

Member from trading on the Rupee Derivatives Dealing System . The trading 

rights shall be restored on the Member meeting the margin obligation to the 

satisfaction of Clearing Corporation;  

3) A Member shall be liable to pay penalty on the Margin shortfall, for the period of 

delay in fulfilling its margin obligations, as per the rates specified by Clearing 

Corporation. Clearing Corporation may after due notification , vary the rate of 

penalty applicable for a Margin shortfall. While computing penalty, only business 

day may be reckoned provided such penalty and margin shortfall is replenished by 

the defaulting Member on the next business day. However, in the event of failure 

by a Member to honour its obligation on the next business day, as above, the 

actual number of days including intervening hol idays, Sunday and non-business 

days shall be reckoned for calculation of penalty amount.  

4) The Membership of a Member who has been subjected to temporary suspension 

due to non-fulfillment of margin obligation shall come up for review after the 

margin shortfall is met or the available margin in the account becomes adequate 

to cover the Member’s margin obligation in this segment. Clearing Corporation 

may reinstate a suspended Member upon a review of its action in fulfillment of its 

Margin obligations and interest/other charges due to Clearing Corporation.  
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D) CRYSTALLIZED SETTLEMENT OBLIGATIONS: 

1. For an outstanding trade of a Member, the amount determined as payable or 

receivable by the Member either in relation to periodic cash flow exchange and/or 

due to early termination is termed as Crystallized Settlement Obligation.  

 
2. All Crystallized Settlement Obligations on account of the trades of a Member are 

sub divided into the following two groups: a ) amount due for settlement on the 

current business day and; (b) amount due for settlement arising on account of 

early termination of trades on any subsequent business day.  

 

3. Discounted value of any net receivable amount by a Member on account of 

settlement dates subsequent to the current business day shall be reckoned as 

equivalent to additional margin deposit by the Member.  

 

4.  If the settlement for the day is not over till the  processing for MTM margin 

calculation for the day, amounts payable by the members on account of their 

settlement obligations of the day together with possible interest costs in case of 

default, are transferred from MTM margin collected from such Members to their 

Crystallized Settlement Obligation Account. In case the MTM Margin collected 

from any Member is not sufficient to allow such transfer, the amount may be 

collected as additional margin from such Member at this stage. 

 
 

5. After the day’s settlement is over, Crystallized Settlement Obligation of the 

Members for the current business day, if any, shall  be released. In the event of 

settlement shortage in the account of any Member, such amount shall however 

be transferred to Margin Held Back for Default account. 

 

6. Detailed processes in respect of these appropriations shall be notified by Clearing 

Corporation from time to time. Clearing Corporation shall also be entitled to 

change processes in this regard after giving notice to the Members.  
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CHAPTER   VII   :   SETTLEMENT SHORTAGE & DEFAULTS 

The provisions of this chapter shall be applicable only to those Members of Rupee 

Derivatives (Guaranteed Settlement) Segment.  

 

Settlement Shortage: 

Failure of a Member to discharge its obligation to pay funds due from the member 

at the time of settlement shall be treated as a settlement shortage.  

 

Subject to other provisions of these Regulations, Clearing Corporation shall make 

good the funds shortage, at the cost of the member in shortage, by availing Lines of 

Credit.  

 

Effect of settlement shortage: 
 

The Member-in shortage shall be liable to make good the payment equivalent to the 

shortfall together with the charges, penalties and other levies, as notified by Clearing 

Corporation from time to time, within the specified cut -off time. 

 

A DECLARATION OF DEFAULT 

A Member shall be treated as a defaulter  (“Defaulter”) in this segment:  

a) If it does not make good this amount of settlement shortage referred to above 

within the specified cut-off time. 

b) If it fails to replenish margin after its utilization has exceeded 100% of the 

margins made available for meeting margin requirements for this segment . 

c)  If it is declared Defaulter in another segment and/or filed for insolvency under 

relevant laws and/or declared insolvent by a competent authority . 

d) If it is unable to pay within the specified time, damages and the money difference 

due to a close-out effected against it under the Bye-laws, Rules and Regulations.  

e) If it fails to replenish the Default Fund contribution  within the time stipulated;  

f)  Due to any other circumstances as set out in the Bye-laws, Rules and Regulations.  
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B DEFAULT HANDLING PROCEDURE 

 

1. Any shortage in meeting daily settlement obligation in this segment shall, unless 

replenished by the Member by 11.00 A.M. on the next day (by 10.30 A.M . if the 

next day is a Saturday), be treated as a Default by the Member. For meeting such 

shortage, Clearing Corporation shall have the authority to sell the securities placed 

by the Member as margin deposit. Such sale could be made either through NDS-

OM or Over the Counter or sale through private arrangement as decided by 

Clearing Corporation  

 

2. If the margin shortfall obligation is not met including through sale of securities 

placed as margins as stated in sub Regulation B1 above, Clearing Corporation shall 

be entitled to Close-Out such outstanding IRS and /or FRA trades of the Member 

as it considers necessary, to bring the margin liability of the Member within the 

required level (i.e. margin requirement as percentage of margin available for the 

segment is to be lower than the Replenishment Level set for the Member. 

 

 Such Close-out of trades shall be between the Defaulter Member and its original 

bilateral counter-parties for the identified trades . In the case of trades concluded on 

the Rupee Derivatives Dealing System, the procedure for closing out of such trades 

shall be notified by Clearing Corporation from time to time.  For effecting such 

Close-out, Clearing Corporation shall, as far as possible, follow the process for 

identification of such trades as notified by Clearing Corporation from time to time.  

 
3. Clearing Corporation shall be entitled to Close-out all the outstanding IRS and 

FRA transactions of the Member in the Rupee Derivatives Segment and utilize 

collaterals collected as margins of that Member set aside from SGF for the Rupee 

Derivatives Segment in closing out transactions under the following circumstances.  

1. Insolvency or dissolution or winding up of the Member.  

2. Moratorium imposed on any bank which is a Member.  

3. Acquisition or merger of a Member.  

4. Court order for attachment of a Member’s property.  
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5. Any circumstances which in the opinion of Clearing Corporation warrant 

Close-out in the interest of the market.  

Such Close-out of trades as mentioned above shall be between the Defaulter 

Member and its bilateral counter-parties 

 

4. The Close-out of the trades shall be effected at Clearing Corporation ’s MTM rates 

for the respective trades as at the end of the day of Close-out. However, if the 

Close-out is undertaken during the day, the MTM rate as at the end of previous day 

or the market price as considered appropriate by Clearing Corporation considering 

the state of the market at that material time shall be the basis for such Close-out. 

 

5. The surplus/shortfall from such Close-out shall be arrived at separately in respect 

of the Defaulter Member and its each bilateral counterparty.  

 

6. Any shortfall arising out of such Close-out of positions shall be recovered from 

the SGF balance made available as margin for this segment by the Defaulter 

Member or the respective counterparties, as the case may be. In case the balance 

in SGF account of the Member or any of its counter-parties made available as 

margin for this segment turns out to be inadequate to meet the shortfall amount, 

the said Member(s) shall be obligated to meet the shortfall in cash before the cut 

off time as applicable for deposit of Incremental MTM margin.  

 

7. In case a Member fails to bring in cash as mentioned in  sub-Regulation B6 above 

to meet the shortfall, Clearing Corporation shall be entitled to sell any security in 

SGF account of the Member. Such sale could be by way of auction or through 

private arrangement as decided by Clearing Corporation. Provided however that 

before selling any security made available by a non -defaulter Member under this 

section, Clearing Corporation shall give a notice to such Member to replace the 

securities by cash equivalent to its MTM value within a pre -specified period.  

 

8. If the Close-out of trades carried out results in a surplus in the account of any of 

the bilateral counterparty of the Defaulter Member, such amount shall be treated 

as margin made available by such Member in this segment till Clearing Corporation 

makes pay-outs for the amount to them. Clearing Corporation shall arrange for 
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such pay-out as early as possible after the close out but shall not be responsible 

for any undue delay caused by non-recovery of amount from other entities 

involved in the close out. Any credit to margin account of any Member on this 

account cannot however be availed in any other segment.  

 

9. If Clearing Corporation resorts to the provisions of the sub-Regulation B (1) and 

(2) above, the Defaulter Member shall also be liable to pay charges and penalties as 

notified by Clearing Corporation from time to time. 

 

10. Bilateral counterparties to whom trades are allocated may square off the position 

resulting from the Close-out in the market and report the same to Clearing 

Corporation. Such intimation shall be received at Clearing Corporation in the 

prescribed format on the next business day after the close -out. The loss, if any, 

accruing to the bilateral counterparties on account of such Close-out shall be 

recovered from the Defaulter Member and made over to them. In case such recovery 

from the Defaulter Member is not possible or the recovered amount is less than the 

amount due for recovery for any reason whatsoever, the resultant loss shall be treated 

as loss arising out of default in terms of the provisions  of para I of Chapter IX, 

Default Fund, of these Regulations. 

 
 Provided that the rate at which the bilateral counterparty has covered the position is 

identified as an outlier by Clearing Corporation, the defaulter shall not be liable for 

the loss. The decision of Clearing Corporation in regard to admissibility of loss in 

the circumstances shall be final and irrevocable.  

 

11. Auction of trades/positions of a Defaulter  

11.1 Clearing Corporation may formulate a scheme for auction of trades/positions 

of a Defaulter. Such scheme will come into effect only after the same has been duly 

notified to the Members. 

11.2 Auction of all trades or positions in aggregate or by splitting those into smaller 

groups will be resorted to as per the provisions of the scheme . If there is a loss from 

such close-out, the Defaulter Member shall be liable to make good such loss. Any 

loss including that may arise in future  on unsold positions shall also accrue to the 

Defaulter.  
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11.3 If the loss is not met by the Defaulter within an hour’s time from declaration 

by Clearing Corporation of the result of such auction, Clearing Corporation shall be 

entitled to, without any further reference to the Defaulter, sell collaterals placed by 

the Defaulter Member as margin and/or close-out remaining trades/positions of the 

Defaulter Member in this or any other segment to meet any shortfall/loss.  

 

C. DEFAULT OF CLEARING CORPORATION: 

 

1. In the event Clearing Corporation fails to fulfill any settlement related obligation 

to any non-defaulting counterparty, even after the expiry of 30 (thirty) business 

days from the date of the payment / delivery falling due and an intimation being 

sent by the counterparty in this regard to Clearing Corporation or in the event 

RBI cancels CCIL’s Payment System License or issues a notice for such 

cancellation thereto, a non defaulting counterparty may, by notice in writing to 

the Clearing Corporation not later than 7 (seven) business days from such event , 

seek the termination and close-out of its outstanding trades in this segment.  

 

2.  Clearing Corporation shall, not later than 2 (two) business days from the date 

of receipt of such notice and after due notification to all members of this segment: 

(a) effect close-out of Outstanding Trades of such member or (b) close out all 

Outstanding Trades in the segment.  

 

     Such Close-out shall be at a pre-determined price as may be notified by the 

Clearing Corporation from time to time and post such Close-out, Clearing 

Corporation shall determine the member-wise net mark-to-market loss or gain (as 

the case may be) in respect of the trades. The net mark to market loss or gain so 

arrived at shall constitute the termination amount for each member. The 

termination amount shall be settled by payment to the member, in case of 

member’s gain, or by receipt from the member, in case of member’s loss.  

3.  The termination amount shall be settled by the close of business on the business 

day following the day of termination or as soon as possible thereafter. Any non-
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recovery of termination amount from any of the member within this period will 

be considered as a Default by the member and shall be handled in terms of 

provisions of Chapter VII Default & Chapter IX Default Fund of these 

Regulations.  

4. Before paying out any amount under this clause, Clearing Corporation shall have 

the right to recover there from any amount payable by the member to Clearing 

Corporation. 

5. The close-out transactions shall be final and binding upon the members.  
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CHAPTER   VIII   :   RISK MANAGEMENT 

 

The provisions of this chapter shall be applicable only to those Members of Rupee 

Derivatives (Guaranteed Settlement) Segment.  

 

A) SCOPE 

 

1) This Chapter outlines the risk management process of Clearing Corporation for 

its Rupee Derivatives Segment. Clearing Corporation may, after due notification, 

change its risk management processes relating to its risk containment measures 

from time to time. 

 

2) Clearing Corporation shall cover its risk through prescription of initial margin 

(including spread margin), mark to market margin, volatility margin and 

concentration margin;  

 

3) The Initial Margin on the outstanding trades of the Members shall be computed 

based on Portfolio Value at Risk for such portfolios  of outstanding trades 

comprising of trades accepted for guaranteed settlement. Such amount shall be 

supplemented by recovery of an additional amount as spread margin. Clearing 

Corporation may, however, after due notification, set certain pre-specified 

minimum level for Initial Margin. Marking to market of outstanding trades shall 

also be carried out to capture risks from notional loss in the outstanding trade 

portfolios of the Members; 

 

4) Clearing Corporation, after due notification, may set different margins for 

different Members, based on the ratings/gradings assigned to the Members on 

the basis of certain financial parameters including net worth, asset quality etc. as 

are considered necessary by Clearing Corporation from time  to time. 

 

5) Clearing Corporation may, after due notification, set limit for each Member in 

terms of its aggregate outstanding trade exposure of the Member and in terms of 
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total volume of outstanding trades or otherwise, as may be notified by Clearing 

Corporation from time to time.  Such limit may be set by Clearing Corporation 

based on the Member’s nature of business, net worth or such other factors as are 

considered appropriate by Clearing Corporation.  In the event of any Member 

exceeding such limit , Clearing Corporation may set higher margin for such 

Member, for all trades or for all trades of the type in which limit has been 

excluded. 

 

6) Mark to Market (MTM) margins shall be collected based on aggregate mark to 

market loss for the trades with each benchmark (e.g. MIBOR, MIFOR etc.) as 

reference rate for floating leg. Set offs may usually be allowed between profits 

and losses on trades in the same benchmark. The process of allowing set offs 

shall be notified by Clearing Corporation from time to time.  

 

7)  Such MTM margin shall be computed using the implied swap zero curves for the 

respective benchmarks, based on applicable Swap rates prevailing at the time of 

such computation. Clearing Corporation shall be entitled to use such swap rates 

for mark to market margin computation as it considers reasonable.  

 

B) MARK-TO-MARKET RATES 
 

i) Benchmark and swap rates for pre-specified tenors from pre-specified sources 

shall be taken as basis. Swap rates for other tenors shall be arrived at through 

interpolation/ extrapolation.        

 

ii) Implied swap zero rates shall be arrived at for each benchmark.  Zero rates 

so arrived shall be treated as mid-rates which may then be adjusted for bid-

offer spreads. For adjusting bid-offer spreads, floating leg cash flows of the 

Members shall be valued using lower rates for the buyer of the swaps (i.e. 

fixed leg payer) and using higher rates for the seller of the swaps (i.e. float leg 

payer). Clearing Corporation shall notify the rates to be used for adjusting 

bid-offer spread. 
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C) PROCESS 

1. Initial Margin 

 
1.1. The initial margin obligation of a Member in respect of its outstanding trades 

shall be computed based on the Portfolio Value at Risk (VaR) for all outstanding 

IRS and FRA contracts using such model as Clearing Corporation may deem 

appropriate. Trades settled on separate benchmark shall be grouped separately 

for arriving at such VaR and no set offs may normally be allowed between trades 

on separate benchmarks. No setoffs shall also be allowed between the types of 

trades which are likely to be very illiquid. The details of the model used may be 

notified by the Clearing Corporation from time to time.  

 

1.2. Clearing Corporation may periodically re -evaluate the model and if required, 

after due notification, may alter it or replace it with a d ifferent model. Clearing 

Corporation’s decision in this regard shall be final and binding on the Members. 

 
 

1.3 Initial margin shall also include an additional component known as Spread Margin 

in order to effect a partial disallowance of full offsets provided through 

computation of Portfolio VaR. The process of computation of spread margin 

may be notified by Clearing Corporation from time to time.  

 

2.    Mark to Market Margin  
 
2.1. Members shall be liable to maintain mark to market margin in respect of  

adverse positions on its outstanding trades;  

 

2.2. All accepted outstanding IRS and FRA trades shall be re-valued at the end of 

the day. Such revaluation shall be carried out by estimating future cash flows 

for each trade and then arriving at net cash flows for future payment dates using 

the implied zero rates for the respective benchmark  for the contract.  

 

2.3. Net cash flows for the IRS and FRA trades shall be discounted to the date of 

computation. The discounted value of cash flows for an IRS or FRA trade shall 

be taken as its MTM value.  
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2.4. MTM profits or losses for all trades of a Member based on a benchmark shall 

be aggregated. For any net loss, Member shall be required to provide MTM 

margin of such amount.  

 

2.5. A Member’s mark to market margin obligation shall be aggregate of MTM 

margins for all benchmarks arrived as above. Such margin amount shall be 

computed as at the end of each business day and shall be usually valid till its 

computation as at the end of the subsequent business day.  

 

Provided that if a trade is not reported by either of the counter -party Members 

on the day of the trade or even if reported on the day of the trade, if acceptance 

of such a trade by Clearing Corporation is delayed to a subsequent day due to 

inadequacy of margin in the account of any of the counter-party Members, 

Clearing Corporation shall be entitled to recover Mark to Market margin for 

such trade before acceptance of such trade for guaranteed settlement.  

 

 Provided further that if a trade has been done by a Member at a rate which in 

the opinion of Clearing Corporation is not in line with the market rate 

prevailing at the time of acceptance, Clearing Corporation shall be entitled to 

recover the notional loss computed based on such difference in rates between  

traded rate and market rate, from the member, as MTM margin, before 

acceptance of such trade.  

 

D) VALUATION OF SECURITIES IN SGF  

1) The securities contributed by Members to SGF shall be subjected to a valuation 

exercise on a daily basis or at such frequencies as may be notified by Clearing 

Corporation from time to time.  

 

2) The valuation of SGF securities shall be carried out using Clearing Corporation’s 

mark to market price for such securities in its Securities segment.  
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3) Clearing Corporation shall, notify from time to time haircuts on the respective 

market values as per rates prescribed for the eligible securities from time to time;  

 

E) MARK TO MARKET GAINS 

 

1. In case Mark to Market value of accepted trades of a member is positive, Clearing 

Corporation may, after due notification to members, allow such amount, net of 

haircut, if any, and subject to such conditions as notified by Clearing 

Corporation from time to time, to be treated as Margin Credit available to the 

member. If such credit is allowed, Clearing Corporation shall also have the right 

to adjust such Margin Credit due to any revaluation of outstanding trades carried 

out on intra-day basis.  

 

2. When a trade goes for settlement, any Margin Credit available there against will 

be withdrawn. 

 

3. After withdrawal of such Margin Credit, if it is observed at the time of settlement 

of daily obligations that there is margin shortfall on account of such settlement , 

Clearing Corporation shall have the right to hold back settlement proceeds to the 

extent of such shortfall.  

 

 4. If any settlement proceeds are held back as per sub clause E (3) above, the 

withheld amount would be released to the member on replenishment of the 

margin shortfall. If the Member fails to replenish the shortfall by the time 

specified by Clearing Corporation from time to time, Clearing Corporation may 

appropriate such settlement proceeds by credit to SGF account of the Member 

in Securities Settlement Segment.  
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CHAPTER   IX   :   DEFAULT FUND 

 
The  p rov i s ions  o f  th i s  chap te r  sha l l  be  app l i cab le  on ly  to  the  Members  o f  

Rupee  Der iva t iv e s  (Gua ran teed  Se t t l emen t )  Segment  

 

A .  PURPOSE:  

i .  Clea r ing  Corpora t i on  sha l l  ma in ta in  two  sepa ra te  De fau l t  Funds  i n  

r e spec t  o f  i t s  Rupee  Der iva t i ve s  (Gua ran teed  Se t t l emen t )  Segment .  

The  f i r s t  (he re ina f te r  re fe r r ed  to  a s  “MIBOR  &  MIOIS  -De fau l t  

Fund” )  wou ld  be  ma in ta ined  w i th  a  v i ew to  mee t ing  l o s se s  a r i s i ng  ou t  

of  any  de fau l t  by  i t s  members  f rom t rade s  re fe renced  to  the  MIBOR 

OR MIOIS  benchmarks .  The  o the r  Defau l t  Fund  (he re ina f te r  r e f e r red 

to  a s  “MIFOR -Defau l t  Fund”)  wou ld  be  ma in ta ined  fo r  mee t ing  l o s se s  

a r i s ing  ou t  o f  any  de fau l t  by  i t s  members  f rom t rade s  re fe renced  to 

the  MIFOR benchmark .  Losse s  i f  any  on  t rade s  whe re  both  l e g s  a re  

r e f e renced  to  the  f l oa t ing  MIBOR or  MIOIS  benchmark  would  be  me t  

by  the  "  MIBOR  & MIOIS -Defau l t  Fund" .  A l l  subsequen t  p rov i s ions 

o f  th i s  Chap te r  sha l l  app l y  to  bo th  the  a fo re -men t ioned  Defau l t  Funds  

i i .  Defau l t  Fund  sha l l  be  u t i l i zed  fo r  such  purpose s  a s  may  be  p rov ided  

fo r  i n  i t s  Bye -Laws ,  Ru l e s  and  Regu la t ions .   

 

B.  CORPUS:  

i .  The  s i ze  o f  such  Defau l t  Fund sha l l  be  de te rmined  by  the  C l ea r ing  

Corpora t i on  on  the  ba s i s  o f  s t re s s  te s t s  wh i ch  sha l l  be  conduc ted  in  

a  manne r  a s  no t i f i ed  by  C le a r ing  Corpor a t ion  f rom t ime  to  t ime .   

i i .  The  s i ze  o f  the  fund  sha l l  be  de te rmined  a t  such  in te rva l s  a s  may  be  

no t i f i ed  by  C l ea r ing  Corpora t ion  f rom t ime  to  t ime .  C l ea r ing  

Corpora t i on  sha l l  howeve r  a l so  be  en t i t l ed  to  re - s i ze  the  De fau l t  Fund 

be fo re  i t s  s chedu l ed  pe r iod ic  r e - s i z ing  ba sed  on  a  p roce s s  a s  not i f i ed  

by  C l ea r ing  Corpora t i on  f rom t ime  to  t ime .   
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i i i .  Prov ided  howeve r  tha t  C lea r ing  Corpora t ion  sha l l  h ave  the  r i gh t  to  

change  the  f requency  o f  such  s t re s s  t e s t s  a s  a l so  the  s i ze  o f  the  co rpus 

a f te r  due  no t i f i ca t ion  to  the  members .   

 

C.  CONTRIBUTIONS  

i .  A member ’ s  con t r ibu t ion  to  the  De fau l t  Fund  a s  i n  Regu la t i on  “B”  

above  sha l l  be  de te rmined  in  a  manne r  a s  may  be  no t i f i ed  by  C lea r ing  

Corpora t i on  f rom t ime  to  t ime .  

i i .  Each member  sha l l  depos i t  towa rds  Defau l t  Fund such  sum a s  sha l l  

be  no t i f i ed  by  C le a r ing  Corpora t i on  f rom t ime  to  t ime .   

i i i .  The  min imum con tr ibu t ion  o f  a  Member  sha l l  be  a s  not i f i ed  by  

C lea r ing  Corpora t ion  f rom t ime  to  t ime .  

i v .  Where  a  member  ha s  r e s i gned  on  a ccoun t  o f  i t s  me rge r/ama lgama t ion  

w i th  o r  i t s  acqu i s i t i on  by  ano the r  member  then ,  the  De fau l t  Fund 

con t r ibu t ion  o f  the  merged/acqu i r i ng  en t i t y  w i l l  s t and  inc re a sed  by  

the  amount  of  De fau l t  Fund  con t r ibut ion  a t t r i bu ted  to  the  member  

tha t  i s  be ing  merged  o r  a cqu i r ed ,  t i l l  the  nex t  re -computa t i on  o f  the  

De fau l t  Fund .  

 

D.  COMPOSITION  

i .  Defau l t  Fund sha l l  be  fo rmed wi th  cont r ibu t ions  f rom members  i n  

the  fo rm o f  c a sh  and/or  e l i g ib l e  Gove rnment  Secu r i t i e s .   

i i .  Prov ided  howeve r  tha t  C lea r ing  Corpora t i on  may  spec i fy  the  

min imum pe rcen tage  o f  con t r ibu t ion  in  the  fo rm o f  c a sh  f rom t ime  

to  t ime  a f t e r  due  not i f i c a t i on ;   

i i i .  Clea r ing  Corpora t ion  sha l l  no t i fy  the  e l i g ib l e  se cu r i t i e s  fo r  

con t r ibu t ion  to  Defau l t  Fund .  Secu r i t i e s  dec l a red  a s  ine l i g ib l e  fo r  

De fau l t  Fund cont r ibu t ion  sha l l  no t  be  reckoned  a s  De fau l t  Fund 

con t r ibu t ion  o f  such  member .  
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i v .  Clea r ing  Corpora t i on  may  no t i fy  f rom t ime  to  t ime  the  max imum 

amount  o f  a  s i ng l e  se cu r i ty  o r  g roup o f  s e cu r i t i e s  tha t  a  member  and/  

or  a l l  Members  toge the r  may  depos i t  by  way  o f  cont r ibu t ion  to  

De fau l t  Fund and/ o r  have  se cu r i ty  concen t ra t i on  th re sho lds  beyond 

wh ich  ha i r  cu t  ra te s  o f  se cu r i t i e s  a s  co l l a te r a l  may  be  s tepped  up ;   

v .  A member  sha l l  a t  a l l  t imes  ensu re  tha t  i t s  con t r ibu t ions  to  De fau l t  

Fund  a re  adequa te  to  cove r  i t s  sha re  a s  pe r  Pa ra  C  above ;   

v i .  Cash  con t r ibu t ions  to  De fau l t  Fund sha l l  be  in  mu l t i p l e s  o f  Rs . 1  l ac  

o r  such  o the r  amount  a s  may  be  p re sc r ibed  by  C lea r ing  Corpora t i on ;   

 

E.  ADMINI STRATION  

i .  Clea r ing  Corpora t i on  sha l l  admin i s t e r  inve s tmen t  and  u t i l i z a t i on  o f  

ca sh  depos i ted  by  members  a s  pe r  Regu la t ion  “F”  o f  th i s  chap te r ;   

i i .  Clea r ing  Corpora t ion  sha l l  be  au thor i zed  to  i nve s t  the  c a sh  

con t r ibu t ions  r ece ived  f rom Members  i n  ac co rdance  w i th  the  

i nve s tmen t  po l i c y  of  C l ea r ing  Corpora t ion .  

i i i .  The  con t r ibu t ions  made  by  members  to  De fau l t  Fund  in  the  fo rm o f  

s e cu r i t i e s  sha l l  be  he ld  in  a  C SGL Accoun t  o f  C lea r ing  Corpora t i on  

w i th  RBI .  The  RBI  Ru l e s  and  Regu la t ions  gove rn ing  CSGL Accoun t s  

and  such  o the r  in s t ruc t ions  a s  a re  i s sued  by  RBI  in  th i s  rega rd  sha l l  

be  app l i cab le  to  th i s  a ccoun t  and  a l l  con t r ibu t ions  by  Members  to  

De fau l t  Fund  in  the  fo rm o f  s ecu r i t i e s  sha l l  a cco rd ing ly  be  gove rned  

by  the  s a id  RBI  Ru le s  and  Regu la t i ons  and  in s t ruc t ions ;   

iv. Clea r ing  Corpora t ion  sha l l  have  the  r i gh t  to  u t i l i ze  e i the r  the  ca sh 

and/or  any  o f  the  se cu r i t i e s  con t r ibu ted  to  De fau l t  Fund  by  any  

Member  and  he ld  i n  the  CSGL Accoun t  re f e r red  to  in  Sub –Regu la t ion  

( i i i )  above  and  a s  pe r  Pa ra  “F”  o f  th i s  chap te r  i n  such  sequence  o f  

app l i ca t i on  a s  may  be  de te rmined  by  C lea r ing  Corpora t ion  to  be  

appropr i a te .  
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v. Prov ided  howeve r ,  tha t  a  shor t f a l l ,  i f  any ,  in  the  De fau l t  Fund  a ccoun t  

o f  a  Member  a t  the  end  o f  the  day  sha l l  be  cove red  by  C lea r ing  

Corpora t i on  in  the  fo l l owing  o rde r :  

a .  Fi r s t  by  b lock ing  su rp lu s  ba l ance ,  i f  any  ava i l ab le  i n  any  o the r   

De fau l t  Fund  accoun t  o f  the  Member  w i th  C l ea r ing  Corpora t i on .  

b .  I f  su rp lu s  ba l ance  i s  no t  ava i l ab l e  i n  ( a )  above ,  then  by  b lock ing  

the  su rp lu s  ba l ances  i f  any ,  in  the  SGF o f  such  Member  in  the  

Secu r i t i e s  Segment .  No  in t e re s t  sha l l  howeve r  be  pa id  fo r  such 

c a sh  u t i l i z a t i on  towa rds  De fau l t  Fund .  

 

v i .  Such  u t i l i z a t i on  o f  exce s s  co l l a te r a l  b locked  a s  i n  (v )  above  w i l l  be  

r e l e a sed  a s  soon a s  the  de f i c i t   in  the  De fau l t  Fund account  i s  

r ep len i shed  by  the  Member  by  depos i t ing  add i t i ona l  co l l a te r a l .  

 

F.  RECEIPTS AND DELIVERIES OF MEMBERS CONTRIBUTION 

TO DEFAULT FUND  

i .  The  con t r ibut ion  o f  members  to  the  De fau l t  Fund sha l l  be  

r e computed  a t  the  end  o f  each  month  o r  a t  such  in t e rva l s  a s  spec i f i ed 

i n  Regu la t ion  ‘C ’   above ;   

i i .  A member  sha l l  be  requ i r ed  to  cont r ibu te  to  De fau l t  Fund  upon  no t i ce  

r e ce ived  f rom C le a r ing  Corpora t ion .  Such  depos i t s  sha l l  be  payab le  

w i th in  such  t ime  a s  may  be  no t i f i ed  by  C l ea r ing  Corpora t i on  f rom 

t ime  to  t ime  f rom the  da t e  o f  such  not i c e ;   

i i i .  Members  sha l l  a r r ange  to  depos i t  the i r  con t r ibu t ions  to  De fau l t  Fund 

a s  pe r  work  f l ow  p roce ss  no t i f i ed  by  C le a r ing  Corpora t ion  f rom t ime  

to  t ime  fo r  depos i t  o f  ca sh  and  se cu r i t i e s .  

i v .  Members  sha l l  submi t  the i r  ca sh  and  se cu r i t i e s  w i thd rawa l  reque s t  

f rom Defau l t  Fund cont r ibu t ions  a s  pe r  the  work  f l ow p roce ss  

no t i f i ed  by  C l ea r ing  Corpora t ion  f rom t ime  to  t ime .  
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v .  Members  sha l l  be  en t i t l ed  to  rec e i ve  c red i t  fo r  depos i t s  o f  s e cu r i t i e s  

i n to  De fau l t  Fund  upon re ce ip t  o f  conf i rmat ion  f rom R ese rve  Bank  

o f  Ind i a  (RBI )  tha t  the  secu r i t i e s  have  been  c red i ted  i n to  the  CSGL 

accoun t  o f  C lea r ing  Corpora t i on ;   

v i .  Members  sha l l  be  en t i t l ed  to  re ce ive  c red i t s  fo r  the i r  ca sh  depos i t s  

i n to  De fau l t  Fund  upon  rece ip t  o f  conf i rma t ion  f rom RBI  and/  or  

Se t t l emen t  Bank  of  c red i t s  i n to  the  RTGS Se t t l emen t/  Cur ren t  

Accoun t  o f  C lea r ing  Corpora t ion  

v i i .  Members  sha l l  be  en t i t l ed  to  w i thd raw  secu r i t i e s  f rom the i r  

con t r ibu t ions  to  Defau l t  Fund  by  g i v ing  p r io r  no t i ce  a s  no t i f i ed  by  

C lea r ing  Corpora t i on  f rom t ime  to  t ime  in  th e  fo rma t  p re sc r ibed  fo r  

the  pu rpose .  P rov ided  tha t  i f  such  no t i c e  fo r  w i thd rawa l  i s  r ece ived  

in  re spec t  o f  a  s ecur i t y  a t  a  t ime  when i t  wou ld  be  f a l l i ng  in to  shu t  

pe r iod  and  rende r ing  such  de l iv e ry  imposs ib le ,  then  such  no t i c e  sha l l  

be  cons ide red  to  be  i nv a l i d ;   

v i i i .  Withdrawa l  o f  s ecur i t i e s  by  members  sha l l  be  pe rmi t t ed  on l y  i f  the  

member  con t inue s  to  ma in ta in  the  ba l ance  requ i red  a f t e r  such  

w i thd rawa l  o r  upon  r e s igna t ion  by  a  member  f rom the  segment  a s  s e t  

ou t  i n  pa ra  E  o f  Chap te r  I I  o f  th i s  Regu l a t i on ;   

i x .  Membe rs  sha l l  be  ent i t l ed  to  subs t i tu t e  s ecu r i t i e s  depos i t ed  a s  

con t r ibu t ion  to  De fau l t  Fund  by  g iv ing  p r io r  no t i ce  a s  not i f i ed  by  

C lea r ing  Corpora t i on  f rom t ime  to  t ime  in  the  fo rma t  p re sc r ibed  fo r  

the  pu rpose .  Subs t i tu t i on  o f  se cu r i t i e s  sha l l  be  pe rmi t ted  on l y  i f  the  

member  con t inue s  to  ma in ta in  the  ba l ance  requ i red  a f t e r  such  

subs t i tu t i on .  Such  no t i c e  o f  subs t i tu t i on  sha l l  be  th rough  two 

independent  p roce s se s ,  one  fo r  depos i t  o f  a  s ecu r i ty  and  the  o the r  for  

w i thd rawa l  o f  a  se cu r i ty ,  a s  pe r  the  work  f l ow  p roce ss  no t i f i ed  by  

C lea r ing  Corpora t ion  f rom t ime  to  t ime  fo r  depos i t  and  w i thd rawa l  

o f  s ecu r i t i e s .  

P rov ided  tha t  i f  such  no t i c e  fo r  subs t i tu t i on  i s  r ece i ved  in  r e spec t  of  

such  secu r i t i e s  a s  a r e  fa l l ing  i n to  shu t  pe r iod  and  rende r ing  such  

subs t i tu t i on  imposs ib l e ,  then  such  no t i ce  sha l l  be  i nva l i d ;   
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x .  At  the  t ime  o f  mak ing  r eque s t s  fo r  subs t i tu t i on ,  members  sha l l  en su re  

tha t  the  se cu r i ty  o f fe red  fo r  r ep la cement  fo rms  pa r t  o f  the  se cu r i t i e s  

e l i g ib l e  fo r  con t r ibut ion  to  De fau l t  Fund ;   

x i .  Withdrawa l  o f  ca sh  con t r ibu t ion s  by  members  sha l l  be  pe rmi t t ed  on ly  

i f  the  member  con t inue s  to  ma in t a in  the  ba l ance  r equ i red  a f t e r  such  

w i thd rawa l  o r  upon  r e s igna t ion  by  a  member  f rom the  segment  a s  s e t  

ou t  i n  c l au se  E  o f  Chap te r  I I  o f  the se  Regu la t ions ;  

x i i .  Withdrawa l  o f  ca sh  con t r ibut ions  by  members  sha l l  be  w i th  p r ior  

no t i ce  a s  no t i f i ed  by  C lea r ing  Corpora t i on  f rom t ime  to  t ime  in  the  

fo rma t  p re sc r ibed  fo r  the  pu rpose .   

 

G.  INTEREST ON CONTRIBUTIONS TO DEFAULT FUND  

i .  Per iod ica l  i n te re s t  r e ce ivab le  by  the  members  on  the i r  s e cu r i t i e s  

con t r ibu ted  to  De fau l t  Fund sha l l  be  r ece i ved  by  C le a r ing  

Corpora t i on  fo r  and  on  beha l f  o f  the  members  i n  the  manne r  and 

mode  p re sc r ibed  by  RBI  in  re spec t  o f  CSGL Accoun t s ;   

i i .  In t e re s t  rec e i ved  by  C lea r ing  Corpora t i on  sha l l  be  subsequent l y  

t r ansmi t ted  to  the  Members  a t  the  ea r l i e s t .  C lea r ing  Corpora t i on  sha l l  

no t  be  re spons ib l e  fo r  any  de l a y  i n  rece ip t  o f  i n te re s t  by  Members  

and  no  c l a im  sha l l  re s t  w i th  C lea r ing  Corpora t i on  on  th i s  a ccoun t ;   

i i i .  Clea r ing  Corpora t i on  sha l l  no t  be  re spons ib le  fo r  s e rv ic ing  co rpora te  

a c t i ons  o n  such  secur i t i e s  he ld  by  members  i n  i t s  De fau l t  Fund  whi ch  

have  been  dec l a red  th rough  appropr i a te  no t i f i ca t i on  a s  ine l i g ib l e  fo r  

De fau l t  Fund  con t r ibu t ion ;   

i v .  Members  sha l l  moni to r  the i r  se cu r i t i e s  con t r ibu t ions  to  De fau l t  Fund 

to  ensu re  tha t  the  secu r i t i e s  f a l l i ng  due  fo r  r edempt ion  a re  w i thd rawn 

f rom Defau l t  Fund we l l  in  advance  be fo re  the  r edempt ion  da te  and  

subs t i tu t ed  by  e l i g ib l e  s ecu r i t i e s  o f  equ iva l en t  va lue .  In  the  even t  o f  

the i r  fa i l ing  to  do  so ,  redempt ion  p roceeds  re ce ivab le  by  the  members  

on  such  secu r i t i e s  sha l l  be  rec e i ved  by  C lea r ing  Corpora t i on  fo r  and  
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on  beha l f  o f  the  members  i n  the  manne r  and  mode  p re sc r ibed  by  RBI 

i n  re spec t  o f  CSGL Accoun t s ;   

v .  Redempt ion  p roceeds  r ec e i ved  by  C le a r ing  Corpora t i on  sha l l  be  

t r ea t ed  a s  c a sh  con tr ibu t ion  to  De fau l t  Fund ;   

v i .  Clea r ing  Corpora t i on  may  compensa t e  members  by  o f fe r ing  them 

in te re s t  payment s  a t  qua r t e r l y  re s t s  ( a t  the  end  o f  eve ry  qua r te r )  on 

the i r  a ve rage  ca sh  con t r ibu t ions  du r ing  the  r e l a t iv e  pe r iod  a t  a  ra te  

no t i f i ed  by  C l ea r ing  Corpora t ion  f rom t ime  to  t ime .   

 

H.  VALUATION OF SECURITIES IN DEFAULT FUND  

i .  The  secu r i t i e s  con tr ibu ted  by  members  to  De fau l t  Fund sha l l  be  

sub je c ted  to  a  v a lua t ion  exe rc i se  on  ea ch  va lua t i on  day .  C lea r ing  

Corpora t i on  sha l l  c a r r y  ou t  va lua t i on  da i l y  o r  a t  such  f r equenc ie s  a s  

may  be  no t i f i ed  b y  C lea r ing  Corpora t i on  f rom t ime  to  t ime .  C lea r ing  

Corpora t i on  sha l l  be  ent i t l ed ,  to  change  the  f requency  o f  such  

va lua t ion  a f te r  due  no t i f i ca t i on  to  the  members ;   

i i .  The  va lua t i on  o f  De fau l t  Fund  se cu r i t i e s  sha l l  be  ca r r i ed  ou t  u s ing  

the  l a te s t  ava i l ab le  ma r k  to  ma rke t  pr i ce  a s  app l i c ab le  fo r  such  

se cu r i t i e s  i n  Secu r i t i e s  Segment  o f  C l ea r ing  Corpora t i on ;   

i i i .  Clea r ing  Corpora t i on  sha l l  no t i fy ,  f rom t ime  to  t ime  ha i rcu t s  on  the  

r e spec t i ve  ma rke t  v a lue s  a s  pe r  r a te s  p re sc r ibed  fo r  the  e l i g ib l e  

s e cu r i t i e s  f rom t ime  to  t ime .  Such  ha i r  cu t  r a t e s  may  be  tempora r i l y  

i nc rea sed  on  impos i t i on  o f  vo la t i l i t y  marg in  i n  Secu r i t i e s  Segment ;   

i v .  Member ’ s  con t r ibu t ions  to  De fau l t  Fund  sha l l  be  sub j ec t ed  to  a  

va lua t ion  exe rc i s e  a t  eve ry  i n s tance  of  s e cu r i t i e s  depos i t  and/  or  

w i thd rawa l  f rom i t s  De fau l t  Fund  o r  a t  the  end  o f  the  bus ines s  day  a t  

the  re l evan t  ma rk  to  ma rke t  p r i ce s ;   

v .  Members  sha l l  be  r equ i red  to  cont r ibu te  such  add i t i ona l  sums  to  the  

De fau l t  Fund a s  may  be  nece s sa ry  i f  the  va lue  o f  the  se cu r i t i e s  ne t  o f  

ha i rcu t s  f a l l s  be lo w  a  th re sho ld  l eve l  a s  not i f i ed  by  C lea r ing  

Corpora t i on  f rom t ime  to  t ime .   
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I .  UTILISATION  

i .  Where  a  member  i s  dec l a r ed  a s  de fau l te r  i n  t e rms  o f  Chap te r  VII  the  

l o s se s  a s  a  re su l t  o f  such  de fau l t  sha l l  be  me t  by  C le a r ing  Corpora t i on  

by  recour se  to  funds  i n  th e  fo l l ow ing  orde r :   

a .  f i r s t ,  by  appropr i a t i on  o f  the  ma rg in  cont r ibu t ion  o f  the  

de fau l t i ng  member  inc lud ing  su rp lu s  marg in  cont r ibu ted  in  any  

Segment ;   

b .  next ,  by  app l y ing  se t -of f  f rom de fau l t e r ’ s  own  con t r ibu t ion  to  

Defau l t  Fund .  Any  re s idua l  l o s s  a f te r  app l y ing  such  se t  o f f  sha l l  

be  fu r the r  se t  o f f  ag a in s t  exce s s  cont r ibu t ion  o f  the  de fau l t e r  

en t i t y  i n  any  o the r  De fau l t  Fund accoun t  w i th  the  C le a r ing 

Corpora t i on .  Such  se t  o f f  w i l l  be  sub jec t  to  the  Regu la t ions  o f  

the  Segment  in  wh ich  such  exce s s  con t r ibu t ion  i s  iden t i f i ed .  

c .  next ,  by  a l l oca t ion  f rom C le a r ing  Corpora t i on ’ s  Se t t l emen t  

Rese rve  Fund ,  an  amount  no t i f i ed  by  C lea r ing  Corpora t ion  a s  

the  f i r s t  t ranche  for  a l l oca t ion  a t  the  t ime  o f  a r r i v ing  a t  the  

co rpus  o f  De fau l t  Fund  in  t e rms o f  Pa ra  B  o f  th i s  Chap te r  .  

d .  next ,  by  a l loca t i on  o f  the  re s idua l  lo s s  to  the  De fau l t  Fund 

a ccoun t s  o f  non -defau l t i ng  members  in  p ropor t ion  to  the i r  

r equ i r ed  con t r ibut ions  to  the  De fau l t  Fund  a t  the  t ime  o f  

hand l ing  such  de fau l t .  The  amount  a l l oca t ed  to  the  non -

de fau l t i ng  members  sha l l  be  re cove red  f rom such  members  i n  

the  fo rm o f  ca sh  cont r ibu t ion ,  o r  by  sa l e  o f  se cu r i t i e s  

con t r ibu ted  by  such  members  to  the  De fau l t  Fund  unde r  adv i ce  

to  them.  The  p r i ce  a t  wh i ch  such  secu r i ty/secu r i t i e s  i s/a re  so ld  

w i l l  be  b ind ing  on  the  members .  

e .  and nex t  by  a l l oc a t ion  f rom C le a r ing  Corpora t i on ’ s  Se t t l emen t  

Rese rve  Fund ,  an  amount  no t i f i ed  by  C lea r ing  Corpora t ion  a s  

the  second  t ranche  fo r  a l l oca t ion ,  a t  the  t ime  of  a r r i v ing  a t  the  

co rpus  o f  De fau l t  Fund  in  t e rms o f  Pa ra  B  o f  th i s  Chap te r .  
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f .  and  then  by  a l l oc a t i on  o f  the  r e s i dua l  l o s s  to  De fau l t  Fund 

a ccoun t  o f  non -de fau l t ing  members  a f te r  r ep l en i shment  o f  the  

ba l ance s  i n  the se  a ccoun t s  i n  t e rms o f  pa ra  J ( i i i )  o f  th i s  

Chap te r .   

i i .  I f  the  con t r ibut ion  to  De fau l t  Fund  has  been  made  in  the  fo rm o f  

s e cu r i t i e s  by  the  de fau l t e r  and  the  secur i t i e s  a re  r equ i r ed  to  be  so ld  

fo r  appropr i a t ion ,  C lea r ing  Corpora t ion  may  se l l  those  se cu r i t i e s  

th rough  NDS -OM and  /  o r  o f fe r  such  se cu r i t i e s  fo r  sa l e  f i r s t  to  the  

non-de fau l t i ng  Members  o f  the  segment .  Ba sed  on  the  quo te s  r e ce ived  

f rom such  Members ,  C lea r ing  Corpora t ion  may  o f f e r  the  secu r i t y  to  

the  h ighe s t  b idde r  and  such  sa l e  sha l l  be  b ind ing  on  Members .   

i i i .  I f  the re  i s  more  than  one  de fau l t  i n  a  day ,  de fau l t s  sha l l ,  sub je c t  to  

C lea r ing  Corpora t ion  not  hav ing  commenced  any  ac t io n  on  any  such  

de fau l t s ,  be  hand led  by  C lea r ing  Corpora t ion  in  de scend ing  o rde r  o f  

the  e s t ima ted  s i ze  o f  shor t fa l l .  In  ca se  C lea r ing  Corpora t i on  ha s  

commenced  any  a c t ion  on  any  such  de fau l t ,  such  de fau l t  sha l l  no t  be  

cons ide red  fo r  the  de scend ing  o rde r  p r io r i t y .  

i v .  I f  the re  i s  any  a l loca t i on  o f  re s i dua l  l o s s  to  the  De fau l t  Fund account  

o f  o the r  members  ( i . e .  non -de fau l t e r  members )  i n  te rms  o f  Pa ra  I  ( i )  

( d )  and  ( f )  above ,  C l ea r ing  Corpora t i on  sha l l  no t i f y  the  to ta l  amount  

o f  such  a l loca t i on  on  each  such  occa s io n .  C lea r ing  Corpora t i on  sha l l  

a l so  not i fy  the  cumu l a t iv e  amount  o f  such  u sage  i n  the  pa s t  one  yea r  

pe r iod  end ing  on  such  da t e .  

v .  Clea r ing  Corpora t i on ,  may  a s  pe r  p roce ss  du l y  no t i f i ed  in  th i s  r ega rd ,  

t r ea t  the  co l l a te ra l  a va i l ab le  i n  Members ’  MIBOR & MIOIS -De fau l t  

Fund o r/and  MIFOR -Defau l t  Fund  a ccoun t ( s )  i n  exces s  o f  i t s  

r equ i r ed  con t r ibu t ions ,  a s  the  co l l a te r a l  deemed to  be  made  ava i l ab le  

by  such  Member  towa rds  mee t ing  a  de f i c i t  i n  the  ba l ance  i n  any  o the r  

De fau l t  Fund  a ccoun t .  Such  amount  wou ld  con t inue  to  r ema in  

b locked  towa rds  the  s a id  De fau l t  Fund a ccoun t  t i l l  t he  Member  ha s  

r ep len i shed  the  shor t f a l l  i n  the  o the r  De fau l t  Fund accoun t s  w i th 

C lea r ing  Corpora t ion .  
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v i .  Moreove r ,  i f  a  Member  i s  dec l a red  de fau l te r  in  ano the r  Segment  and/ 

o r  ha s  f i l ed  fo r  in so lvenc y  unde r  re l evan t  l aws  and/ o r  i s  dec l a red  

i n so lven t  by  a  compe ten t  au thor i ty ,  C le a r ing  Corpora t ion  sha l l  be  

en t i t l ed  to  t re a t  the  co l l a te r a l  ava i l ab le  i n  a  Members ’  MIBOR  &  

MIOIS -Defau l t  Fund  o r/and  MIFOR -Defau l t  Fund  accoun t ( s )  in  

exce s s  o f  i t s  requ i red  c on t r ibu t ions  a s  be ing  made  ava i l ab l e  by  the  

Member  towa rds  the  De fau l t  Fund accoun t s  o f  such  o the r  s egment s .  

v i i .  The  ac t i on  o f  C lea r ing  Corpora t i on  a s  pe r  the  above  p roce ss  sha l l  be  

f i na l  and  b ind ing  on  a l l  members .  

v i i i .  The  above  cour se  of  ac t i on  sha l l  be  w i thou t  p re jud ice  to  any  o the r  

r i gh t s  o f  C l ea r ing  Corpora t i on  aga in s t  the  de fau l te r .   

 

J .  REPLENISHMENT  

i .  Members  sha l l  be  requ i r ed  to  con t r ibute  to  the  De fau l t  Fund  such  

sums  a s  no t i f i ed  by  C lea r ing  Corpora t i on  on  eve ry  reva lua t ion  o f  the  

De fau l t  Fund ,  in  te rms  o f  Re gu la t ion  ‘B ’  above  o f  th i s  Chapte r .   

i i .  In  the  event ,  tha t  the  member ’ s  con t r ibut ion  to  the  De fau l t  Fund  ha s  

been  u t i l i zed  to  mee t  the  shor t fa l l  o f  a  de f au l te r ,  the  member  sha l l  be  

r equ i r ed  to  rep l en i sh  the  ba l ance  requ i red  to  fu l f i l l  i t s  cont r ibu t ion 

to  the  De fau l t  Fund ,  w i th in  a  max imum pe r iod  o f  one  bus ine s s  day  

f rom such  u t i l i z a t i on  o r  such  o the r  number  o f  day s  a s  may  be  no t i f i ed  

by  C l ea r ing  Corpora t i on  f rom t ime  to  t ime ;   

i i i .  In  the  even t  tha t  the  member ’ s  con t r ibu t ion  to  the  De fau l t  Fund  i s  

found to  be  i nade qua te  to  mee t  the  shor t fa l l  o f  a  de fau l t e r  a f te r  

a l l oc a t i on  o f  shor t fa l l  in  te rms o f  Regu l a t i on  I  ( i ) (d ) ( f )  above  o f  th i s  

Chap te r ,  the  member  sha l l  be  requ i red  to  depos i t  such  add i t iona l  sums 

fo r thw i th  to  b r ing  the  ba l ance  i n  the  accoun t  to  the  requ i red  qu an tum 

in  te rms  o f  Regu la t ion  C ( i i )  above  o f  th i s  Chap te r ;   

i v .  In  the  event  of  fa i lu r e  o f  a  member  to  con t r ibu te  to  De fau l t  Fund  

w i th in  the  t ime  pe r iod  spec i f i ed  a s  pe r  Regu la t i on  J ( i i )  above  o f  th i s  

Chap te r ,  C lea r ing  Corpora t i on  sha l l  t r ea t  such  fa i l u re  a s  de f au l t  in  
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t e rms o f  Chap te r  VII  o f  the se  Regu l a t ions  and  the  Member  sha l l  be  

l i ab le  fo r  the  consequent i a l  ac t i on  the reon  a s  spec i f i ed  in  Chap te r  VII 

o f  the se  Regu l a t i ons .  

v .  The  max imum cont r ibu t ion  o f  a  member  towa rds  r ep len i shment  o f  i t s  

con t r ibu t ion  to  De fau l t  Fund  fo r  the  Der iva t iv e s  (Gua ran teed  

Se t t l emen t )  Segment  i n  the  30  day s ’  pe r iod  immedi a te l y  a f t e r  the  l o s s  

th re sho ld  a s  re fe r r ed  i n  C lause  E (1 )  o f  Chap te r  I I  o f  th i s  Regu la t ion  

hav ing  been  re ached ,  and  the  Member  hav ing  re s igned ,  sha l l  no t  

exceed  5  t ime s  of  i t s  cont r ibu t ion  to  De fau l t  Fund  ba sed  on  l a s t  re -

computa t ion  o f  De fau l t  Fund  con t r ibu t ion  o f  the  members  ca r r i ed  ou t  

a s  pe r  the  p roce s s  de sc r ibed  in  C l ause  B( i i )  above  o f  th i s  Chap te r ,  

sub je c t  to  a  mone ta ry  ce i l ing  no t i f i ed  by  C lea r ing  Corpora t ion  .  A 

member  sha l l  no t  be  ob l ig a t ed  to  con t r ibu te  any  amount  i n  exce s s  o f  

the  mone ta ry  c e i l i ng  du r ing  the  a fo rement ioned  pe r iod  o f  30  day s .   

vi. The  amount s  men t ioned  in  sub  c l ause  (v )  above  a s  max imum 

con t r ibu t ion  fo r  a  member  and  the  th re sho ld  a s  re fe r r ed  in  pa ra s  E (1 )  

o f  Chapte r  I I  sha l l  be  r ev iewed  per iod ica l l y  by  the  C lea r ing  

Corpora t i on  ba sed  on  ma rke t  s i ze ,  vo la t i l i t y  e tc .  Any  change  i n  any  

o f  the  ce i l i ng s  a s  above  o r  i n  the  th resho ld  a s  s t a ted  above  due  to  

such  r ev iew  sha l l  be  e f fe c t ed  a f te r  g iv ing  a  no t i ce  o f  90  day s  to  the  

members .  

 

K.  RECOVERIES FROM THE DEFAULTER  

i .  Any  re cove ry  f rom the  de fau l t i ng  Member  sha l l  be  accoun ted  fo r  by  

C lea r ing  Corpora t ion  in  the  r eve r se  o rde r  o f  u t i l i z a t ion  o f  i t s  

r e source s  a s  de sc r ibed  in  Regu la t ion  I  ( i )  o f  th i s  Chap te r .  I f  any  such  

amount  r ecove red  i s  to  be  appor t ioned  to  the  non -de fau l t i ng  

Members ,  then  C le a r ing  Corpora t i on  sha l l  re tu rn  the  same  (by  c red i t  

to  i t s  De fau l t  Fund  a ccoun t ,  in  the  fo rm o f  ca sh  o r  e l i g ib l e  se cu r i t i e s  

o f  equ iva lent  ma rke t  va lue  p ro - ra t a  to  the  r e spec t ive  amount s  

appropr i a ted  and  no t  exceed ing  the  amount  o f  con t r ibu t ion  so  

appropr i a ted .  
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i i .  I f  a  member  ce a se s  to  be  a  member  o f  the  segment  by  i t s  r e s i gna t ion  

o r  expu l s ion ,  C lea r ing  Corpora t ion  sha l l  have  pa ramount  l i en  to  

appropr i a te  the  cont r ibu t ions  ma de  by  the  member  to  De fau l t  Fund 

f i r s t  towa rds  mee t ing  any  re s i dua l  l o s s  a r i s i ng  on  the  squa r ing  o f f  of  

the  t rade s  o f  such  member  and  the  ba l ance  towa rds  recove ry  o f  

mon ie s  towa rds  dues  and  c l a ims  be fo re  accep t ing  c l a ims fo r  re fund 

o f  the  con t r ibu t ion  to  t he  conce rned  member .  The  re fund w i l l  a l so  be  

sub je c t  to  Bye - l aws ,  Ru le s ,  and  Regu la t ions  of  such  segment s  o f  

C lea r ing  Corpora t ion  in  wh ich  the  member  ha s  been  admi t ted .  
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CHAPTER   X   :   NOTICES 

 

 

1. Clearing Corporation shall specify formats for receiving  Notices from 

Members to facilitate its operations ;  

2. Clearing Corporation may make changes in the formats as it may consider 

necessary from time to time and such changes, if any, shall be advised to 

Members prior to being brought into operations;  

3. Clearing Corporation shall , notify from time to time the mode and manner of 

delivery/receipt of notice to/from its Members.  
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XI: FEES AND CHARGES 
 

 
 

A) SCHEDULE OF FEES AND CHARGES 
 

1. The Board or any other Committee appointed by the Board or Official(s) of 

Clearing Corporation authorised by the Board in that behalf shall prescribe 

the scale of fees, charges, levies, fines and/or penalties payable by Members 

for services provided by Clearing Corporation from time to time ;  

 
2. The Board or any other Committee appointed by the Board or Official(s) of 

Clearing Corporation authorised by the Board in that behalf shall be 

empowered to review the various fees, charges, levies, fines and/or penalt ies 

and effect such changes in the same as it considers necessary.  

 
3. The revised tariff, as and when made effective, shall be payable by Members;  
 
4. The Schedule of such charges shall be as notified by Clearing Corporation 

from time to time.  

 
B) BILLS FOR FEES AND CHARGES 

 
1. Clearing Corporation shall render monthly bills relating to its usual fees and 

charges for services provided by Clearing Corporation from time to time;  

 
2. The bills of Clearing Corporation shall be notified to the Members at monthly 

intervals on the first business day of every month in respect of Transaction 

charges in respect of the Member for the immediately preceding month.  

 
3. The Members shall verify their monthly billings and notify Clearing 

Corporation of discrepancies, if any, with all necessary details latest within 

two days from the date of notification of relative bill.  

 
C) RECOVERY OF CHARGES 

 
1. The Members shall effect payment of the Transaction charges payable by them 

to Clearing Corporation in terms of their monthly bills (as per  Regulation B 

above) in the manner specified by Clearing Corporation from time to time by 
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the 10th calendar day of every business month failing which Clearing 

Corporation shall be entitled to levy penalty on such Member for the delayed 

payment of charges  if it deems fit and appropriate.  

 
2. The payment of fines, penalties and/or other levies shall be payable by the 

Members separately as and when such a demand has been made on those 

Members by Clearing Corporation.  
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XII: SUDDEN EVENT HANDLING 

 

1. Due to the occurrence of unforeseen events or circumstances leading to the 

declaration of an Unscheduled Holiday, Clearing Corporation shall notify the 

Members the procedure for processing of trades;  

 

2. Due to the occurrence of unforeseen events or circumstances leading to the 

declaration of an Unscheduled Holiday , the settlement which is due to happen 

may be deferred and it may also be required to alter the schedules of Clearing 

and Settlement of Trades by the Clearing Corporation;  

 
3. In such an eventuality, the procedures to be adopted for Clearing and 

Settlement of trades lying in Rupee Derivatives Segment shall be notified by 

Clearing Corporation; 

 
4. Clearing Corporation shall not be held liable in the event of force majeure, 

strikes or any other unavoidable event that prevents Clearing Corporation 

from carrying out its duties pursuant to judicial orders, regulatory provisions, 

war (declared or undeclared), terrorist acts, general mobilization, earthquakes 

or any other natural disaster and strikes.  
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XIII: REPORTS  

1. Clearing Corporation shall  notify from time to time the type of report, mode 

and manner of delivery/receipt of reports to/from its Members;  

2. Clearing Corporation shall, at daily/monthly intervals, generate such reports 

as are required and place the same on its INFINET Report Server and/or web 

based report server to facilitate the Members to download the same;  

3. Clearing Corporation shall notify from time to time,  the changes, if any, in 

the Report formats as it may consider necessary from time to time.  
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XIV: PORTFOLIO COMPRESSION 

 
1. Clearing Corporation may, with due notification to Members,  run at periodic intervals 

portfolio compression exercise, referred hereinafter as Portfolio Compression Exercise, for 

IRS & FRA trades of Rupee Derivatives Segment. 

2. The process flow for the Portfolio Compression exercise shall be as notified by Clearing 

Corporation from time to time. 

3. Portfolio Compression is a process that facilitates a reduction in outstanding trade count and 

outstanding gross notional amount by fully or partially terminating redundant trades. 

4. Every Member of Derivatives Segment which has opted for settlement of cash flows from its 

outstanding Interest Rate Swap (IRS) trades through Clearing Corporation, on a non-

guaranteed basis and/or which has opted for Guaranteed Settlement and which is desirous of 

availing the Portfolio Compression services shall submit an application in this regard to 

Clearing Corporation and comply with all necessary formalities as prescribed from time to 

time for availing the service. 

5. The applicant, on completion of all formalities will be granted permission to participate in this 

exercise whenever it is conducted by Clearing Corporation. 

6. The outcome of the Portfolio Compression exercise will be a set of proposals for full or partial 

terminations of trades, for each participant which, if effected, would reduce the number of 

outstanding trades and/or the outstanding notional value of the participants’ portfolios while 

ensuring that their risk profiles remain within the defined tolerances provided by them. It 

involves the execution of a mathematical algorithm to arrive at the optimum solution. 

7. The process to be followed for the Portfolio Compression Exercise shall be as notified from 

time to time by Clearing Corporation.  

8. Clearing Corporation may specify the time schedule for the submission of trades and 

tolerances by Members to Clearing Corporation as also for various other activities incidental 

to the Portfolio Compression exercise. 

9. The settlement of cash flows arising out of the Portfolio Compression exercise will be carried 

out either as part of the daily settlement carried out by Clearing Corporation in this segment 

or through separate settlement process as notified. If settlement is carried out as part of daily 

Rupee settlement carried out by Clearing Corporation, Members with net payables on account 

of compression will be required to pre-fund the same i.e. they have to credit CCIL’s Settlement 

Account at RBI  before the specified cut off time, an  amount equal to 100% of the value 

payable, after which the settlement will be carried out in the normal course by combining the 
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net receivable amount of the participating Members from portfolio compression with the 

settlement of daily cash flows. 

10. Clearing Corporation shall act in the capacity of a facilitator for carrying out Portfolio 

Compression exercise of IRS/FRA trades of its Members and, therefore, shall assume no 

liability for the settlement of amounts arising out of early termination of these trades for the 

purpose of Portfolio Compression exercise or any obligations there under. Clearing 

Corporation shall however be responsible for declaring a Portfolio Compression Exercise as 

completed after it has received all amounts receivable from the participating Members. 

11. As a result of the compression, if there is any shortfall or surplus at the aggregate level between 

the aggregate net sum payable by the participants and the aggregate net sum receivable from 

the participants, such difference will be allocated to each participant by Clearing Corporation 

in a manner as notified by Clearing Corporation from time to time 

12. After it has received all amounts receivable from the participating members, Clearing 

Corporation shall declare the Portfolio Compression Exercise as completed and assume 

liability for the settlement of amounts arising out of early termination of these trades. 

13. In case of an increase in the margin obligation as a result of the portfolio compression, the 

SGF made available by the member shall be blocked to meet such additional margin 

requirements in terms of the provisions of Chapter V, ‘Margin’ of these Regulations. 

14. On completion of the Portfolio Compression Exercise, the trades identified for full 

termination by Clearing Corporation during the process would be treated as terminated. In 

case of partial termination, the notional value of trades will be reduced by such amount. 

15. Clearing Corporation may, at its absolute discretion, decide to call off Portfolio Compression  

exercise if, in its sole opinion, no feasible solution is possible or if any one or more of the 

participating Members seek to withdraw from the exercise or for any reason beyond the 

control of Clearing Corporation including regulatory or legal injunction or order or due to any 

Force Majeure event.  

16. The charges applicable for this service will be as notified by Clearing Corporation from time 

to time. 
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Chapter XV: SETTLEMENT BANK 

 

1. Clearing Corporation facilitates clearing and settlement of Rupee Derivative trades of its 

Members maintaining their current account  with Reserve Bank of India (RBI);  

 
2. Clearing Corporation may at its discretion appoint one or more banks as Settlement Bank, 

under advice to Reserve Bank of India, for settlement of funds in respect of members not 

maintaining their current account at RBI for the purpose of funds settlement;  

 
3. The Members shall maintain a Current account with RBI/ any of the  Settlement Bank/s for 

the settlement of funds obligations in Rupee Derivative trades under these Regulations;  

 
4. Such Member at the time of seeking Membership of the Rupee Derivatives (Guaranteed 

Settlement) segment shall communicate to the Clearing Corporation details of its Settlement 

Bank for the purpose of availing the funds settlement facility;  

 
5. Clearing Corporation shall notify the members the settlement process, time frame for carrying 

out instructions and other operations that the Settlement Banks shall be required to follow for 

funds settlement in an orderly manner of its Members;  

 
6. The Clearing Corporation will have the right to seek information/ explanations/ clarifications 

on the settlements operations of the Settlement Bank in such manner and periodicity as it may 

deem fit and may issue guidelines, directions and orders in respect thereof and the Settlement 

Bank shall comply with the same;  

 
7. The Settlement Bank undertakes to keep strictly confidential any and every technical and 

business information including, but not limited to that which may be disclosed or confided to 

it by the Clearing Corporation or which it may obtain from the Clearing Corporation and 

which it shall , not disclose to any third party ; 

 

Provided, however, the Settlement Bank shall disclose any of such information upon the 

Clearing Corporation's consent to Regulatory or other Statutory authorities, if the authorities 

so require; 

 
8. The Settlement Bank shall be duly authorized by Clearing Corporation to ensure funds 

settlement, collection of margin money, charges, levies, additional charges, servicing of 
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corporate action like payment of interest etc., and any other funds movement between the 

Member and Clearing Corporation as prescribed by Clearing Corporation;  

 
9. Settlement Bank shall take instruction from Clearing Corporation and act in accordance with 

instructions received from Clearing Corporation in regard to funds settlement and debit/ 

credit the Settlement Account of the Members and transmit confirmation to Clearing 

Corporation;  

 
10. Instructions of Clearing Corporation for debits and credits to the Member’s Settlement 

Current accounts by the Settlement Bank shall be irrevocable and final;  

 
11. The Member shall authorize Settlement Bank to access its Current account for debiting and 

crediting its Settlement accounts in accordance with instructions received from Clearing 

Corporation;  

 
12. Settlement Banks shall extend to Clearing Corporation the facility of on-line monitoring of 

the transactions in the Settlement Account of Clearing Corporation;  

 
13. Settlement Banks shall enable Clearing Corporation to view the balances and/or transaction 

details in the Settlement accounts of the members maintained with the Settlement Banks on 

an on-line basis. Settlement Banks shall also allow similar access to the authorised 

representatives of the members;  

 
14. Settlement Banks shall ensure that funds earmarked for Clearing Corporation settlement are 

not encumbered, utilized or transferred before completion of settlement cycle as set out by 

Clearing Corporation;  

 
15. Settlement Bank shall, upon receipt of instructions from Clearing Corporation to that effect, 

transfer funds from settlement account of Members to settlement account maintained by 

Clearing Corporation with the Settlement Bank for pay-in instructions and vice versa for pay-

out instructions. Similarly, Settlement Bank shall enable Clearing Corporation to transfer 

balances from such accounts of the Members to Clearing Corporation’s Settlement account 

with them or vice versa as part of its Settlement or Default handling process;  

 
16. Settlement Bank shall maintain record of the date and time stamp of all the payments and 

receipts executed by it in the Settlement account of Clearing Corporation and the Settlement 
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Accounts of the Members. Members will have the responsibility to monitor transactions in 

their accounts and to take up with their Settlement Bank any instances of unusual delay in 

effecting pay-ins and pay-outs. The transaction details along with time stamp must be 

submitted by the Bank as and when requested by the Regulator or Clearing Corporation. The 

Settlement Bank shall preserve such details for a period prescribed under the applicable laws 

or such other rules made there under;  

 
17. In the process of funds settlement at the Settlement Bank, if there is any funds shortage arising 

out of settlement instructions received from Clearing Corporation, the Settlement Bank shall 

advise the same to Clearing  Corporation and act in accordance with the instructions given by 

Clearing Corporation to meet such shortages;  

 
18. The Settlement Bank shall meet the shortage by utilizing the balance available in Clearing 

Corporation’s Proprietary account and/ or the Line of Credit extended by it to Clearing 

Corporation. Accordingly Settlement Bank would transmit confirmation advices to Clearing 

Corporation;  

 
 

19. The Clearing Corporation may net Settlement Bank 's own funds obligations with the net 

funds obligations of all its members. If such netting results in funds pay-in, it shall be the 

responsibility of Settlement Bank to make available such netted amount at its Current Account 

with RBI to enable RBI to process funds settlement as per Clearing Corporation’s instructions. 

If such netting results in pay-out of funds, Settlement Bank will receive such amount at its 

Current account with RBI & it will be Settlement Bank 's responsibility to make available such 

funds with Clearing Corporation’s Settlement Account maintained with it to effect funds pay-

out to members as per Clearing Corporation’s instructions;  

 
20. While processing Clearing Corporation Funds file at its current account with RBI, funds 

shortage, if any, in Settlement Bank’s Current account maintained with RBI, shall be treated 

as funds shortage on account of Settlement Bank and Clearing Corporation will initiate action 

as per Chapter VII “Default” of this Regulations”; This shall be irrespective of failure to 

transfer, funds as mentioned in Regulation 19 above or otherwise;  

 
21. Clearing Corporation may transfer the credit balances from its settlement account with the 

Settlement Bank to its current account with RBI under instruction to the Settlement Bank;  
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22. Settlement Bank shall immediately inform Clearing Corporation about action, if any, initiated 

by any of the authorities, or any irregularity observed in the members current/settlement 

account or any deviation from Know Your Customer (KYC) norms;  

 
23. Information relating to any change of the Settlement Bank by the Member shall be advised at 

least 15 days in advance by the member along with the no objection letter from the existing 

Settlement Bank and the concurrence from the new Designated Settlement Bank to Clearing 

Corporation;  

 
24. Settlement Bank shall put in place adequate controls and risk management systems to facilitate 

smooth and effective settlement of fund obligations;  

 
 

25. In respect of settlement related transactions of the members including transactions relating to 

close out of trades or positions of such members which are routed through their Settlement 

Bank , members will be discharged of their liabilities in respect of their funds Pay-in obligations 

only after the monies paid by them has(/ve) been transferred by the concerned Settlement 

Bank to the Clearing Corporation’s respective Settlement account(s) and/or Current Account 

with Reserve Bank of India. Members shall however get valid discharge if such funds are 

appropriated by the Settlement Bank to effect pay - out to other members of Clearing 

Corporation as part of settlement process in terms of instructions given by Clearing 

Corporation;  

 

26.  In respect of funds Pay-outs to the members by Clearing Corporation, Clearing Corporation 

shall have valid discharge, after it has transferred funds to the accounts of Settlement Bank , 

either from its settlement account at RBI or from any other Settlement Bank and issued 

instructions to the Settlement Bank to transfer such funds to the accounts of the concerned 

members.  
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Chapter XVI: GLOSSARY OF AMENDMENTS TO THE REGULATIONS 

 

DEFINITIONS 
 
Close-out is a process of determining payment obligations before the date of settlement of 

concerned trades as per the process set out in Chapter VII – Settlement Shortage & Defaults. 

 

INBMK Reuters Indian Benchmark Rate 

 

Institutional Entity: An entity regulated by Reserve Bank of India(RBI), the Securities 

Exchange Board of India (SEBI), the Insurance Regulatory and Development Authority 

of India (IRDAI), the Pension Fund Regulatory and Development Authority (PFRDA) 

and the National Housing Bank (NHB) and  belonging to the class of entities permitted 

by RBI to undertake transactions  in Interest Rate Swaps. 

 

Market-maker: An entity permitted by the RBI to undertake market making activity by 

providing bid and offer prices to market participants. A market-maker need not have an 

underlying risk to be hedged. 

 

Portfolio Compression: Portfolio Compression is a way to i) reduce the number of 

outstanding contracts (and therefore gross notional amounts) in OTC derivative portfolios 

without significantly altering the risk profiles of the portfolios of individual participants 

and (ii) involves identification of economically redundant trades for early full or partial 

termination subject to the parameters defined by the individual participants of the 

exercise. 

 

Replenishment Level shall have meaning ascribed to such term in Regulation A2 of Chapter VI- 

Margins. 

 

Substitution of Trade: “Substitution of Trade” means substitution of set of trades with 

fewer number of new trades to achieve compression of trade portfolios of the clearing 

participants or in relation to default handling. 
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User: A user is an entity that participates in the derivatives market to manage an 

underlying risk. For the purposes of this arrangement, users shall mean Institutional 

Entities. 
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CHAPTER I: INTRODUCTION 

The Regulations shall be known as The Clearing Corporation of India Ltd (Rupee 

Derivatives Segment) Regulations 2010and as amended in 2014 8. 
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CHAPTER II: MEMBERSHIP 

 

A) APPLICATION FOR MEMBERSHIP  

 

4. Entities admitted in terms of A (1) above, shall unless otherwise notified, 

Notwithstanding anything contained in Sub-Regulation A(2) & A(3) above, 

entities eligible as per Sub-Regulation A(1) above, shall also be eligible on 

application to avail the facil ity of Non-Guaranteed Settlement provided by 

Clearing Corporation to the members of Rupee Derivatives Segment.  

B) PROCESSING OF APPLICATIONS 

 

5. Every applicant, upon receipt of approval of Membership, intending to avail 

the services of Non- Guaranteed and Guaranteed Settlement through Clearing 

Corporation shall execute a set of documents in such form and manner as may 

be prescribed by Clearing Corporation. Such execution shall be carried out by 

duly authorized signatory (ies) after having obtained the necessary internal 

approvals for the purpose.  

 

E) RESIGNATION FROM MEMBERSHIP:  

1. A Member who: 

i)   is not a Defaulter;  

ii) has met all margin calls; and 

iii) has replenished its Default Fund contribution in respect of calls  

 made on or before the Resignation Request Date (as defined in Clause E2 

below); 

 shall have the right to resign from Rupee Derivatives (Guaranteed  

 Settlement)if it satisfies either of the following conditions:  

a) If a Member has no outstanding trade as accepted by Clearing Corporation 

(hereinafter referred to as “Outstanding Trades”) for two previous months; or  

b) If the Member has taken a loss through replenishment of its contribution to the 

Rupee Derivatives Guaranteed Settlement Default Fund and the specified loss 

threshold as notified by Clearing Corporation from time to time in this respect 

has been reached.  
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Provided however that a member seeking to resign under clause E (1) (a) may 

be granted exemption from the requirement of not having any outstanding 

trades accepted for settlement in the previous two months if such resignation 

is on account of its merger / amalgamation with or its acquisition by another 

entity which is a member of CCIL in this segment and the 

merged/amalgamated or acquiring entity has given an undertaking to CCIL 

stating its intention to take over all obligations of the resigning member 

including its obligations towards the Default Fund arising out of the 

provisions of Chapter IX, ‘Default Fund’ of these Regulations.  

4.All requests for resignation under clause E1 (b) shall be approved or rejected by 

the Managing Director of Clearing Corporation or by an official so authorised by the 

Managing Director, based on the fulfillment or otherwise of the conditions for 

resignation by the member after the Member has closed-out all its Outstanding 

Trades within the specified 30 days notice period or within the extended period and 

upon the fulfillment of all the requirements under clause E(3). Such request for 

resignation may be  rejected by the Managing Director of Clearing Corporation or by an 

official so authorized by the Managing Director  in case the Member has not fulfilled any 

obligations or liabilities arising out of or incidental to any Trades under the segment in 

terms of the Bye Laws, Rules and Regulations of Clearing Corporation. In the event of 

such rejection, the reasons for such rejection shall also be communicated to the Member.  

  

If said resignation it is not rejected or if such approval is not given by the end of 

the day of the Member’s closing out of all its outstanding trades (including the 

closing out in terms of sub-clause E(3)(b)), it shall be deemed approved at the end 

of such day. Such resignation shall however come into effect from the end of the 

day upon the acceptance by Clearing Corporation of the trades generated out of the 

close-out process. The resigning Member shall thereupon be entitled to receive any 

amount lying to the credit of its Default Fund account for this segment after 

adjusting for other dues to Clearing Corporation.  
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CHAPTER IV:  PROCESSING OF RUPEE DERIVATIVE TRADES  

 

B.ACCEPTANCE OF TRADES: 

 
1. Clearing Corporation shall receive details of Trades reported by Members of 

Rupee Derivatives Segment in a prescribed format over RBI’s  INFINET or any 

other form/manner as deemed fit and notified by Clearing Corporation. Clearing 

Corporation may also accept eligible trades reported by the Members of Rupee 

Derivatives Segment to the CCIL Trade Repository (CCIL TR) and Members shall be 

deemed to have consented to such flow of trades for Clearing and Settlement. Clearing 

Corporation shall accept such Trades reported by the Members for processing;  

 

3. Clearing Corporation shall receive details of trades reported by Members of Rupee 

Derivatives (Guaranteed Settlement) Segment in a prescribed format over RBI’s  

INFINET or any other form as deemed fit and notified  by Clearing Corporation. 

Clearing Corporation may also receive eligible trades reported by the Members of Rupee 

Derivatives Segment to the CCIL Trade Repository (CCIL TR) and Members shall be 

deemed to have consented to such flow of trades for Clearing and Settlement. Clearing 

Corporation shall accept eligible trades reported by the Members of Rupee 

Derivatives (Guaranteed Settlement) Segment for Clearing and Settlement;  

 
D.NEW TRADES: VALIDATION AND MATCHING OF REPORTEDDEALS  

 
1. The deals reported by Members shall be validated to ensure that:  

(i) Both the counterparties to the trade are Members of Rupee Derivatives 

Segment; Counterparties to trades undertaken with Institutional 

Entities, shall be market makers.  

(ii) No information as required in the format prescribed is omitted;  

(iii) The dates reported are valid business days as notified by Clearing 

 Corporation. 

  These validations shall be applicable for both trades reported only for 

processing and to trades reported for settlement on a guaranteed and non - 

guaranteed basis.  
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E.REJECTION OF REPORTEDDEALS 

Clearing Corporation shall be entitled to reject the deals reported to it by Members 

for any valid reason such as:  

a. Inaccurate information such as incorrect Membership ID, invalid dates etc.;  

b. If deal is reported beyond cut-off time as notified by Clearing Corporation;  

c. When an amendment, cancellation or reversal (i.e. early termination) is 

reported for an already rejected trade.  

d. Where at least, one of the parties to the trade is not a market maker.    

e. Any other reason as deemed fit by Clearing Corporation under advice to the 

 Member.  

G.  EXPOSURE CONTROL AND ACCEPTANCE OF TRADESINRUPEE 

DERIVATIVES (GUARANTEED SETTLEMENT) SEGMENT 

 
1.Clearing Corporation shall subject all eligible matched trades to verification of 

adequacy of margins for both Members to a trade on a trade by trade basis. This 

process is termed as ‘Exposure Check’. Eligible matched trades shall include all 

trades that satisfy conditions in Chapter IV (A) of these Regulations whether 

reported and matched or concluded on the Rupee Derivatives Dealing System.  

Trades which pass through Exposure Check shall be accepted and novated for 

guaranteed settlement by the Clearing Corporation .  

 

4.The Exposure Check of the reported trades and  trades received from Rupee 

Derivatives Dealing System shall be carried out on an online basis, during the 

business hours as notified by Clearing Corporation.   

 

5. The margin amount as contributed by the member before commencement 

of trading on Rupee Derivatives Dealing System shall be appropriated towards 

the margin obligation required to be fulfilled by a Member in relation to the 

risk exposures on the matched deals on the Rupee Derivatives Dealing Syste m. 

 or on the deals reported directly by members to CCIL in the order in which such 

deals are matched. 

 

7.The Exposure Check for the reported trades shall also be carried out on an 

online basis during the business hours as notified by Clearing Corporation  
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CHAPTER V: SETTLEMENT OF CASH FLOWS OF TRADES 
 
A. SETTLEMENT OF CASH FLOWS UNDER NON-GUARANTEED 

SETTLEMENT 

 
   The provisions of Clause A shall be applicable for the following types of trades, 

concluded between market makers that have status as matched, 

provided;  

a) Both the counterparties to the trade have opted for non -guaranteed 

settlement; 

b) One of the counterparties to the trade has opted for non -guaranteed 

settlement and the other counterparty has opted for both non -guaranteed and 

guaranteed settlement 

 
B. SETTLEMENT OF CASH FLOWS UNDER GUARANTEED 

SETTLEMENT 

 
7.Settlement Obligation Report generated by Clearing Corporation shall:  

 
a. Contain details of the net position of the Member for a settlement date and 

shall include all trades accepted for Guaranteed Settlement for arriving at such 

position;  

b. Be deemed to be a Member’s confirmation of the different trades for which 

funds are to be received from and/or paid to the Member on settlement date;  

c. Be Members’ instructions to Clearing Corporation for effecting settlement in 

its RTGS Settlement / current account at RBI/Account with Settlement 

Bank;  

d. Settlement shall be final and irrevocable when the net obligations are 

determined. 

 
8.Clearing Corporation shall, on the day of settlement, generate settlement obligation 

file which shall be sent to the RBI/Settlement Bank  for settlement within the cut-

off time as notified by RBI Clearing Corporation  for Rupee Derivatives 

Settlement; 
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9.Unless otherwise specified, the settlement of funds in respect of Members shall 

take place through its RTGS Settlement / current account maintained with RBI or 

current account maintained with Settlement Bank as provided in Chapter XV 

relating to Settlement Bank.  

 
10.Member shall ensure availability of sufficient funds in its RTGS Settlement/ 

current account with RBI/ Settlement Bank and if a Member fails to provide the 

same on the settlement date to meet its fund obligations arising out of its deals, it 

shall be considered as funds shortage which shall be dealt with as provided in 

Chapter VII relating to “Defaults” in these Regulations;   
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CHAPTER VI: MARGINS 
 
A   Margin Requirements 

5. Clearing Corporation shall make margin call for margin shortfall, if any, 

after re-computation of margins at end of the day. On receipt of notice towards 

any such margin call, the member shall arrange to deposit additional amount 

in its SGF account not later than on the next working day before the time 

notified by Clearing Corporation, so that the balance in SGF account available 

as margin is adequate to cover its margin obligation in this segment (i.e. the 

margin requirement as percentage of margin availab le for this segment is 

below the Replenishment Level as described in Clause A(2) above) . 

6. Clearing Corporation shall also be entitled to make margin call for possible 

margin shortfall towards Incremental MTM margin liability as described in 

clause (B) (2) below. On receipt of notice towards any such margin call, the 

Member shall arrange to deposit additional amount in its SGF account not 

later than 12.30 PM of the next business day (by 11.30 AM if the next business 

day is a Saturday), so that the balance in SGF account available as margin is 

adequate to cover its margin obligation in this segment (i.e. the margin 

requirement as percentage of margin available for this segment is below the 

Replenishment Level as described in Clause A(2) above).   

B MARGIN COMPONENTS  

Mark to Market Margin 

 

i) Mark to Market margin is that margin contributed towards change in value of 

its trade portfolio arising out of adverse rate movements and required to be 

contributed by a Member. Such obligation shall be computed as part of daily 

marking to market exercise as outlined in Chapter relating to “Risk 

Management” in these Regulations, on outstanding Trades of the Members 

accepted for guaranteed settlement by Clearing Corporation.  

ii) In case of high volatility in the market, Clearing Corporation shall also  

be entitled collect MTM margin on intra-day basis from the Members 
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on their trades already accepted for settlement based on a process as 

notified by Clearing Corporation from time to time.  

     ii)Increase in MTM Margin obligation of a Member for the day over its 

MTM Margin obligation for the previous day shall be treated as 

Incremental MTM Margin for such Member. This amount shall be payable 

by the Member on the next working day before the cut off time as 

stipulated in sub-clause A (5) above. 

iii) MTM Margin recovered during the day on old trades or on trades 

done at off market rates in terms of clause (C) (2.6) of Chapter VIII 

relating to Risk Management shall however not qualify for incremental 

MTM Margin.  

3. Volatility Margin    
 

                ii) In case of high volatility in the market, Clearing Corporation shall 

also be entitled to collect MTM margin on intra-day basis from the 

Members on their trades already accepted for settlement based on a 

process as notified by Clearing Corporation from time to ti me.  
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CHAPTER VII: SETTLEMENT SHORTAGE & DEFAULTS:  
 
SETTLEMENT SHORTAGE: 

Failure of a Member to discharge its obligation to pay funds due from the 

member at the time of settlement shall be treated as a settlement shortage.  

 

Subject to other provisions of these Regulations, Clearing Corporation shall make good 

the funds shortage, at the cost of the member in shortage, by availing Lines of Credit.  

 

 

 

Effect of settlement shortage: 

 

The Member-in shortage shall be liable to make good the payment equivalent to the 

shortfall together with the charges, penalties and other levies, as notified by Clearing 

Corporation from time to time, within the specified cut-off time. 

 

A DECLARATION OF DEFAULT 

A Member shall be treated as a defaulter(“Defaulter”) in this segment:  

a)   If it does not make good this amount of settlement shortage referred to 

above within the specified cut-off time. 

b)   If it fails to replenish margin after its utilization has exceeded 100% of the 

margins made available for meeting margin requirements for this segment 

and/or fails to replenish the shortage in the daily settlement obligation, 

if any, in this segment.  

c) If a Member it is declared Defaulter in another segment and/or has filed 

for insolvency under relevant laws and/or is declared insolvent by a 

competent authority. , Clearing Corporation shall be entitled to treat such 

Member as a Defaulter.  

d)    If it is unable Inability to pay within the specified time, damages and the 

money difference due to a close-out effected against it under the Bye-

laws, Rules and Regulations.  

e)     If it fails Failure of a Member to replenish the Default Fund contribution    

within the time stipulated;  
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f)  Due to any other circumstances as set out in the Bye-laws, Rules and 

Regulations.  

B DEFAULT HANDLING PROCEDURE 

 

1. Any shortage in meeting daily settlement obligation in this segment shall, unless 

replenished by the Member by 11.00 A.M. on the next day (by 10.30 A.M . if the 

next day is a Saturday), be treated as a Default by the Member. For meeting such 

shortage, Clearing Corporation shall have the authority to sell the securities placed 

by the Member as margin deposit. Such sale could be made either through NDS-

OM or Over the Counter auction or sale through private arrangement as decided 

by Clearing Corporation.  

 

10. Bilateral counterparties to whom trades are allocated may square off the position 

resulting from the Close-out in the market and report the same to Clea ring 

Corporation. Such intimation shall be received at Clearing Corporation in the 

prescribed format on the next Business Day after the close -out. The loss, if any, 

accruing to the bilateral counterparties on account of such Close -out shall be 

recovered from the defaulter Member and made over to them. In case such recovery 

from the defaulter Member is not possible or the recovered amount is less than the 

amount due for recovery for any reason whatsoever, Clearing Corporation shall 

distribute the amount so recovered to the bilateral counterparties in proportion to 

the amount due to them as above the resultant loss shall be treated as loss arising 

out of default in terms of the provisions  of para I of Chapter IX , Default Fund, 

of these Regulations 

 

Provided that the rate at which the bilateral counterparty has covered the position is  

identified as an outlier by Clearing Corporation, the defaulter shall not be liable for  

the loss. The decision of Clearing Corporation in regard to admissibility of lo ss  

in the circumstances shall be final and irrevocable . 
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CHAPTER IX: DEFAULT FUND 
 

The provisions of this chapter shall be applicable only to those Members of Rupee 

Derivatives (Guaranteed Settlement) Segment.  

 

A. PURPOSE: 

i i i .  Clearing Corporation shall maintain a dedicated Default Fund (hereinafter 

referred to as “DF”) in respect of its Rupee Derivatives Segment  with a 

view to meeting risks arising out of any default by its Members as set out in 

this Chapter.  Clear ing  Corpora t ion  sha l l  mainta in  two  separa te  

Defaul t  Funds  in  respec t  o f  i t s  Rupee Der iva t ives  (Guaranteed  

Se t t lement)  Segment .  The  f i r s t  (he re ina f te r  re fe r red  to  as  

“MIBOR & MIOIS -Defaul t  Fund”)  would  be  mainta ined  wi th  a  

v iew to  meet ing  losses  a r is ing  out  o f  any  de f au l t  by  i ts  members  

f rom t rades  re fe renced  to  the  MIBOR OR MIOIS  benchmarks .  

The  o ther  Defau l t  Fund (here ina f te r  re fe r red to  as  “MIFOR -

Defaul t  Fund”)  would  be  mainta ined  fo r  meet ing  losses  a r i s ing  

out  o f  any  de fau l t  by  i ts  members  f rom t rades  re fe renced  to  the  

MIFOR benchmark.  Losses  i f  any  on  t rades  where  both legs  a re  

re fe renced to  the  f loa t ing  MIBOR or  MIOIS  benchmark  would 

be  met  by  the  "MIBOR & MIOIS  Defau l t  Fund".  A l l  subsequent  

prov is ions  of  th is  Chapte r  sha l l  app ly  to  both  the  a fo re -

ment ioned  Defaul t  Funds  

 

ii. Default Fund shall be utilized for such purposes as may be provided for in its 

Bye-Laws,   Rules and Regulations.  

 
B. CORPUS: 

i. The size of such Default Fund shall be determined by the Clearing 

Corporation  on the basis of stress tests which shall be conducted in a manner 

as notified by Clearing Corporation from time to time.   

ii. The size of the fund shall be determined at the end of each Month.  

In addition, in case any Member resigns from the segment using the  

option provided under clause E1(b) of Chapter II or a Member is 
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declared a Defaulter  and its contribution to Default Fund is either 

utilized or allowed to be withdrawn under insolvency or cessation of 

membership in any other manner, Clearing Corporation shall re-

compute the value of the Default Fund.  

The s ize  o f  the  fund  sha l l  be  dete rmined  a t  such in te rva ls  as  may 

be  not i f i ed by  Clea r ing  Corpora t ion f rom t ime to  t ime .  C lea r ing 

Corpora t ion sha l l  however  a l so  be  ent i t l ed to  re -s ize  the  Defaul t  

Fund be fore  i t s  scheduled  per iod ic  re -s iz ing  based  on  a  process  

as  not i f ied  by  C lear ing  Corpora t ion  f rom t ime to  t ime .   

 

iii. Provided however that Clearing Corporation shall have the right to change 

the frequency of such stress tests as also the size of the corpus after due 

notification to the Members.  

 
C. CONTRIBUTIONS 

i .  A member ’s  cont r ibut ion  to  the  Defau l t  Fund as  in  Regula t ion 

“B” above  sha l l  be  de te rmined  in  a  manner  as  may  be  not i f i ed by  

Clear ing Corpora t ion  f rom t ime  to  t ime .  

ii. Each Member shall deposit towards Default Fund such sum as shall be 

notified by Clearing Corporation from time to time.  

iii. The Member’s contribution to the DF shall be determined with reference 

to the total size of the fund and shall be based on:  

a. Outstanding gross trade volume of the Member  

b. Initial Margin contribution by the Member for the period since last 

re-computation of default fund contribution of the members  

with equal weights assigned to each.   

 
Provided however that Clearing Corporation shall have the right to 

change the weights assigned after due notification to the Members.   

 

v .  The minimum contribution of a Member shall be Rs.1 crore a s  no t i f i ed  by  

C lea r ing  Corpora t ion  f rom t ime  to  t ime .  
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v i .  Where  a  member  has  res igned  on  account  o f  i t s  

merger/amalgamation  wi th  o r  i ts  acquis i t ion  by  another  member  

then ,  the  Defaul t  Fund cont r ibut ion o f  the  merged/acqui r ing 

ent i ty  wi l l  s tand inc reased  by  the  amount  o f  Defau l t  Fund 

cont r ibut ion  a t t r ibuted  to  the  member  tha t  i s  be ing  merged  or 

acqui red ,  t i l l  the  nex t  re -computa t ion o f  the  Defaul t  Fund.  

 
 

D. COMPOSITION 

i. Default Fund shall be formed with contributions from Members in the form 

of cash and/or eligible Government Securities. Provided however that 

Clearing Corporation may specify through notification a minimum 

percentage of contribution in the form of cash. 

ii. Prov ided however  tha t  Clea r ing Corpora t ion may  spec i fy  the  

min imum percentage  of  cont r ibut ion in  the  fo rm o f  cash  f rom 

t ime  to  t ime a f te r  due  not i f i ca t ion ;  

iii. Clearing Corporation shall specify notify the eligible securities which 

qualify  for contribution to Default Fund. The list of securities eligible for 

such contribution shall be notified by Clearing Corporation from time 

to time. Securities declared as ineligible for Default Fund contribution shall 

not be reckoned as Default Fund contribution of such Member from the 

effective date of such ineligibility.  

i v .  Clearing Corporation may notify  from time to time the maximum amount of 

a single security or group of securities that a Member  and/or all Members 

together  may deposit by way of contribution to Default Fund and/ or  have  

secur i ty  concent rat ion  thresho lds  beyond which  ha i r  cut  ra tes  o f  

secur i t ies  as  co l la te ra l  may be  s tepped  up ;   

 

v. A Member shall at all times ensure that its contributions to D efault Fund  are 

adequate to cover its share as per Para C above;  

vi. Cash contributions to DF shall be in multiples of Rs.25 Rs 1  lacs or such 

other amount as may be prescribed by Clearing Corporation from time to 

time. 
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vii. Members shall arrange to deposit their contributions to DF as per the 

DF Work Flow Process notified by Clearing Corporation from time to 

time. 

 

 
E. ADMINISTRATION 

i. Clearing Corporation shall administer the investment and utilization of cash 

margins deposited by Members as per Regulation F of this chapter;  

ii. Clear ing  Corpora t ion  sha l l  be  author ized to  inves t  the  cash 

cont r ibut ions  received f rom Members  in  accordance  wi th  the  

inves tment  pol icy  o f  Clea r ing  Corpora t ion .  

iii. The contributions made by Members to Default Fund in the form of securities 

shall be held in a Constituent CSGL Account of Clearing Corporation with 

RBI. The RBI Rules and Regulations governing Constituent CSGL Accounts 

and such other instructions as are issued by RBI in this regard shall be 

applicable to this account and all contributions by Members to D efault Fund 

in the form of securities shall accordingly be governed by the said RBI Rules 

and Regulations and instructions;  

iv.  Clearing Corporation shall have the right to may utilize either the cash 

and/or any of the securities contributed to Default Fund by any Member and 

held in the Constituent CSGL Account referred to in Sub–Regulation (iii 2) 

above and as per Regulation  para F of this chapter in such sequence of 

application as may be determined by Clearing Corporation to be appropriate;  

v. Prov ided however ,  tha t  a  shor t fa l l ,  i f  any ,  in  the  Defau l t  Fund 

account  of  a  Member  a t  the  end o f  the  day  shal l  be  covered  by  

C lea r ing Corpora t ion  in  the  fo l lowing order :  

c .  Firs t  by  b locking  surp lus  ba lance ,  i f  any  ava i lab le  in  any  

o ther   Defau l t  Fund account  o f  the  Member  wi th  C lea r ing  

Corpora t ion .  

d .  I f  surplus  ba lance  i s  not  ava i l able  in  (a )  above,  then  by  

b locking  the  surplus  ba lances  i f  any ,  in  the  SGF o f  such 

Member  in  the  Secur i t i es  Segment .  No in te res t  sha l l  however  

be  paid  fo r  such  cash  u t i l i za t ion  towards  Defaul t  Fund.  
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v i .  Such ut i l i zat ion o f  excess  col l a te ra l  b locked as  in  (v )  above  wi l l  

be  re leased  as  soon  as  the  de f ic i t   in  the  Defau l t  Fund account  is  

rep lenished  by  the  Member  by  depos i t ing  addi t iona l  co l l a te ra l .  

 
F. RECEIPTS AND DELIVERIES OF MEMEBERS CONTRIBUTION TO 

DEFAULT FUND: 

i. The contribution of Members to the DF shall be recomputed at the end of 

each month or at such intervals  quarter as specified in Regulation B  C 

above. 

ii. A Member shall be required to contribute to Default Fund upon demand 

notice received from Clearing Corporation. Such deposits shall be payable 

within such time a maximum period of 7 working days or such other 

number of days  as may be notified by Clearing Corporation from time to 

time from the date of such demand notice;  

iii. Members  sha l l  ar range  to  depos i t  the i r  cont r ibut ions  to  Defau l t  

Fund as  per  work  f low process  not i f ied  by  C lea r ing  Corpora t ion 

f rom t ime to  t ime  fo r  depos i t  o f  cash  and  secur i t ies .  

iv. Members  sha l l  submit  the i r  cash  and  secur i t i es  w i thdrawal  

reques t  f rom Defa u l t  Fund cont r ibut ions  as  pe r  the  work  f low 

process  not i f i ed by  C lea r ing  Corpora t ion  f rom t ime  to  t ime .  

v. Members shall be entitled to receive credit for deposits of securities into 

Default Fund upon receipt of confirmation from Reserve Bank of India (RBI) 

that the securities have been credited into the Constituent CSGL account of 

Clearing Corporation. 

vi. Members shall be entitled to receive credits for their cash deposits into 

Default Fund upon receipt of confirmation from RBI/and or Settlement 

Bank of credits into the RTGS Settlement/Current account of Clearing 

Corporation. The impact of such credits in the Members’ DF shall be 

reckoned when credit intimation is received from RBI;  

vii. Members shall be entitled to withdraw securities from their contributi ons to 

Default Fund by giving prior notice as notified by Clearing Corporation from 

time to time in the format prescribed for the purpose. Provided that if such 

notice for withdrawal is received in respect of a security at a time when it 
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would be falling into shut period and rendering such delivery impossible, then 

such notice shall be considered to be invalid;  

viii. Withdrawal of securities by Members shall be permitted only if the Member 

continues to maintain the balance required after such withdrawal  or upon 

resignation by a member from the segment as set out in para E of Chapter II 

of this Regulation.  Clauses E(2) and E (4);  

ix. Members shall be entitled to substitute securities deposited as contribution to 

Default Fund by giving prior notice as notified by Clearing Corporation from 

time to time in the format prescribed for the purpose. Substitution of 

securities shall be permitted only if the Member continues to maintain the 

balance required after such substitution. S uch  not ice  o f  subs t i tu t ion 

shal l  be  through two  independent  processes ,  one  fo r  depos i t  o f  a  

secur i ty  and the  other  fo r  w i thdrawal  o f  a  securi ty ,  as  pe r  the  

work  f low process  not i f i ed by  C lea r ing  Corpora t ion f rom t ime to 

t ime  fo r  depos i t  and  wi thdrawa l  o f  secur i t i es .  

 
Provided that if such notice for substitution is received in respect  of such 

securities as are falling into shut period and rendering such substitution 

impossible, then such notice shall be invalid;  

x. At the time of making requests for substitution, Members shall ensure that 

the security offered for replacement forms part of the securities eligible for 

contribution to Default Fund. 

xi. Withdrawal of cash contributions by Members shall be permitted only if the 

Member continues to maintain the balance required after such withdrawal  or 

upon resignation by a member from the segment as set out in clause E  of 

Chapter II of these Regulations. clauses E(2) and E (4).  

xii. Withdrawal of cash contributions by Members shall be with prior notice as 

notified by Clearing Corporation from time to time in the format prescribed 

for the purpose. 
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G. INTEREST ON CONTRIBUTIONS TO DEFAULT FUND 

i. Periodical interest receivable by the Members  on their securities contributed 

to Default Fund shall be received by Clearing Corporation for and on behalf 

of the Members in the manner and mode prescribed by RBI in respect of 

Constituent CSGL Accounts;  

ii. Interest received by Clearing Corporation shall be  subsequently transmitted 

to the Members at the earliest. Clearing Corporation shall not be responsible 

for any delay in receipt of interest by Members and no claim shall rest with 

Clearing Corporation on this account;  

iii. Clearing Corporation shall not be responsible for servicing corporate actions 

on such securities held by Members in its Default Fund which have been 

declared as through appropriate notification  as ineligible for Default Fund 

contribution  

iv. Members shall monitor their securities contributions to Default Fund  to 

ensure that the securities falling due for redemption are withdrawn from 

Default Fund well in advance before the redemption date and substituted by 

eligible securities of equivalent value. In the event of their failing to do so, 

redemption proceeds receivable by the Members on such securities shall be 

received by Clearing Corporation for and on behalf of the Members in the 

manner and mode prescribed by RBI in respect of Constituent  CSGL 

Accounts; 

v.  Redemption proceeds received by Clearing Corporation shall be treated as 

cash contribution to Default Fund. 

vi. Clearing Corporation may seek to compensate Members by offering them 

interest payments at quarterly rests (at the end of every calendar  quarter) on 

their average cash contributions during the relative period at a rate notified 

by Clearing Corporation from time to time.  

 
H. VALUATION OF SECURITIES IN DEFAULT FUND 

i. The securities contributed by Members to Default Fund shall be subject to a 

valuation exercise on each valuation day. Clearing Corporation shall carry out 

valuation daily or at such frequencies as may be notified by Clearing 

Corporation from time to time. Clearing Corporation shall be entitled, after 
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due notification, to change the frequency of such valuation , after due 

notification to the members;  

ii. The valuation of Default Fund securities shall be carried out using the latest 

available mark to market price as applicable for such securities in Securities 

Segment of Clearing Corporation;  

v i .  Clearing Corporation shall, notify from time to time  haircuts on the respective 

market values as per rates prescribed for the eligible securities from time to 

time; Such  ha i r  cut  ra tes  may be  temporar i l y  inc reased  on 

impos i t ion  o f  vo la t i l i t y  marg in in  Secur i t i es  Segment ;   

iii. Member contributions to Default Fund shall be subject to a valuation exercise 

at every instance of securities deposit and/or withdrawal from its D efault 

Fund or at the end of the business day at the relevant mark to market prices.  

iv. Members shall be required to contribute such additional sums to the D efault 

Fund as may be necessary if the value of the securities net of haircuts falls 

below a threshold level as notified by Clearing Corporation from time to time.  

 
I. UTILISATION 

i. As per Chapter VII(B) relating to Defaults, when a Member is declared 

defaulter upon  failing to pay the required margins, Clearing 

Corporation may resort to closing out the net positions of the Defaulting 

Members. The loss if any, arising out of such Close-Out shall be met by 

Clearing Corporation by recourse to funds in the following order:  Where  

a  member  is  dec lared  as  de faul te r  in  te rms o f  Chapte r  VII  the 

losses  as  a  resu l t  o f  such  defau l t  sha l l  be  met  by  C lea r ing 

Corpora t ion  by  recourse  to  funds  in  the  fo l lowing  order :  

a)  first, by appropriation of the margin contribution of the Defaulting 

Member inc luding surp lus  margin cont r ibuted  in  any  

Segment ;   

b)  next, by applying set-off from Defaulter’s own contribution to Default 

Fund. Any  res idual  loss  a f te r  app ly ing such  se t  o f f  sha l l  be  

fur ther  se t  o f f  aga ins t  excess  cont r ibut ion  o f  the  de fau l te r  

ent i ty  in  any  o ther  Defau l t  Fund account  wi th  the  C lea r ing 

Corpora t ion .  Such  se t  o f f  w i l l  be  sub jec t  to  the  Regula t ions  
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of  the  Segment  in  which  such  excess  cont r ibut ion i s  

ident i f ied .  

c)  next, by payment allocation  from Clearing Corporation’s Settlement 

Reserve Account Fund, an amount upto a maximum of 25% of the 

balance available in the account at the time of such appropriation; 

and not i f i ed  by  C lea r ing  Corpora t ion  as  the  f i rs t  t ranche fo r  

a l loca t ion  a t  the  t ime  o f  a r r iv ing a t  the  corpus  o f  Defau l t  

Fund in  te rms o f  Para  B  o f  th is  Chapte r  .  

d)  last,  next by allocation of the residual loss to the Default Fund 

accounts of other non-defaulting  Members in proportion to their 

required contributions to the Default Fund a t  the  t ime  o f  handl ing 

such de fau l t .  The  amount  a l loca ted  to  the  non -defau l t ing 

members  sha l l  be  recovered  f rom such  members  in  the  fo rm 

o f  cash cont r ibut ion ,  o r  by  sa le  o f  secur i t i es  cont r ibuted by 

such members  to  the  Defaul t  Fund under  adv ice  to  them.  

The pr ice  a t  which such secur i ty/secur i t i es  is/are  so ld  wi l l  

be  b inding  on  the  mem bers .  

e)  and next  by  a l loca t ion  f rom Clear ing Corpora t ion ’ s  

Set t lement  Reserve  Fund,  an  amount  not i f ied  by  Clea r ing 

Corpora t ion  as  the  second t ranche  fo r  a l loca t ion ,  a t  the  

t ime  o f  a r r iv ing  a t  the  corpus  o f  Defau l t  Fund in  te rms o f  

Para  B  o f  th is  Chapte r .  

f )  and  then  by  a l locat ion  o f  the  res idual  loss  to  Defau l t  Fund 

account  o f  non -de fau l t ing members  a f te r  rep len ishment  of  

the  ba lances  in  these  accounts  in  te rms  o f  pa ra  J ( i i i )  o f  th i s  

Chapte r .   

 

i x .  If the contribution to DF has been made in the form of securities by the 

Defaulter and the securities are required to be sold for appropriation, 

Clear ing  Corpora t ion  may  se l l  those  secur i t ies  th rough NDS -OM 

and /  o r  o f fe r  such secur i t ies  fo r  sa le  f i r s t  to  the  non -defau l t ing 

Members  o f  the  segment .  Based  on the  quotes  rece ived f rom such 
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Members ,  Clea r ing  Corpora t ion may  o f fe r  the  secur i ty  to  the  

h ighes t  b idder  and such  sa le  sha l l  be  b inding  on  Members .   

Clearing Corporation may offer such securities for sale  first to the non-

defaulting Members of the segment. Based on the quotes received from 

such Members, Clearing Corporation may offer the security to the 

highest bidder and such sale shall be binding on Members. If no quotes 

are received, Clearing Corporation may sell such securities in the market 

through private arrangement. The price at which such 

security/securities is/are sold shall be binding on the Member.  

ii. The amount allocated to the non-defaulting Member as set out in sub 

clause I(1)(d) above shall be recovered from such Member in the form 

of cash contribution, or by sale of securities contributed by such 

Member to the Default Fund after due notice. The price at which such 

security/securities is/are sold shall be binding on the Member.  

 
 The action of Clearing Corporation as per the above process shall be 

final and binding on all Members.  

 

iii. If there is more than one default in a day, defaults shall, subject to Clearing 

Corporation not having commenced any action on any such defaults, be 

handled by Clearing Corporation in descending order of the estimated size of 

shortfall. In case Clearing Corporation has commenced any action on any such 

default, such default shall not be considered for the descending order priority.  

iv. If there is any allocation of residual  loss to the Default Fund account of other 

members (i.e. non-defaulter members) in terms of I(4) Para 1 (i) (d) and 

(f)above, Clearing Corporation shall notify the total amount of such allocation 

on each such occasion. Clearing Corporation shall also notif y the cumulative 

amount of such usage in the past one year period ending on such date.  

v. Clear ing Corpora t ion ,  may as  per  process  du ly  not i f i ed  in  th is  

regard ,  t rea t  the  co l la te ra l  ava i lab le  in  Members ’  MIBOR & 

MIOIS-Defau l t  Fund or/and MIFOR -Defaul t  Fund account(s )  in  

excess  o f  i ts  required  cont r ibut ions ,  as  the  co l la te ra l  deemed to  

be  made  ava i lable  by  such  Member  towards  meet ing a  de f ic i t  in  

the  ba lance  in  any  o ther  Defaul t  Fund account .  Such  amount 
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would cont inue to  remain  blocked towards  the  sa id  Defau l t  Fund 

account  t i l l  the  Member  has  rep len ished  the  shor t fa l l  in  the  o ther  

Defaul t  Fund a ccounts  w i th  C lea r ing Corpora t ion.  

vi. Moreover ,  i f  a  Member  is  dec la red de fau l te r  in  another  Segment  

and/ or  has  f i l ed fo r  inso lvency  under  re levant  l aws  and/ or  is  

dec la red  inso lvent  by  a  competent  author i ty ,  C lea r ing 

Corpora t ion  sha l l  be  ent i t led  to  t rea t  t he  co l l a te ra l  ava i l ab le  in  a  

Members ’  MIBOR & MIOIS -Defaul t  Fund or/and MIFOR -

Defaul t  Fund account(s )  in  excess  o f  i ts  requi red cont r ibut ions  

as  be ing  made avai lab le  by  the  Member  towards  the  Defau l t  Fund 

accounts  o f  such  other  segments .  

vii. The  ac t ion  o f  C lea r ing  Corpora t ion  as  per  the  above  process  sha l l  

be  f ina l  and  binding  on  a l l  members .  

viii. The above course of action shall be without prejudice to the any other rights 

of Clearing Corporation against the Defaulter.  

 
J. REPLENISHMENT 

i. Members shall be required to contribute to the Default Fund such sums as 

notified by Clearing Corporation on every revaluation of the D efault Fund, in 

terms of Regulation B above of this Chapter .  

ii. In the event, that the Member’s contribution to the Default Fund has been 

utilized to meet the shortfall of a Defaulter, the Member shall be required to 

replenish the balance required to fulfill its contribution to the D efault Fund 

Such replenishment should be made , within a maximum period of one 1 

working business day from such utilization or such other number of days as 

may be notified by Clearing Corporation from time to time.  

iii. In the event that the Member’s contribution to the Default Fund is found to 

be inadequate to meet the shortfall of a Defaulter after allocation of shortfall 

in terms of Regulation I ( i1)(d)(f) above of this Chapter , the Member shall  

be required to deposit such additional sums forthwith to bring the balance in 

the account to the required quantum in terms of Regulation C(2 ii) above of 

this Chapter. 

iv. In the event of failure of a Member to contribute to Default Fund within the 

time period specified as per Regulation J  above, (2 ii) of this Chapter,  
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Clearing Corporation shall treat such failure as default in terms of Chapter 

VII(A) of these Regulations and the Member shall be liable for the 

consequential action thereon as specified in Chapter VII of these Regulations.  

v. The maximum contribution of a Member towards replenishment of its 

contribution to Default Fund for the Rupee Deriva tives (Guaranteed 

Settlement)  segment in the 30 days’ period immediately after the loss 

threshold as referred in Clause E 1(iii) (b) of Chapter II above of this 

Regulation having been reached, and the Member having resigned , shall 

not exceed 5 times  a notified multiple , of its contribution to Default Fund 

based on last re-computation of Default Fund contribution of the members 

carried out as per the process described in Clause B(2 ii) above of this 

chapter, subject to a monetary ceiling notified by Clearing Corporation. A 

Member shall not be obligated to contribute any amount in excess of the 

monetary ceiling during the aforementioned period of 30 days.  

vi. The amounts mentioned in sub clause  (5 v) above as maximum contribution 

for a member and the threshold as referred in paras Clause E1(iii) (b) of 

Chapter II shall be reviewed periodically by the Clearing Corporation based 

on market size, volatility etc. Any change in any of the ceilings as above or in 

the threshold as stated above due to such review shall be effected after giving 

a notice of 90 days to the members. 

 
K.   RECOVERIES FROM THE DEFAULTER 

i. Any  recovery  f rom the  de fau l t ing  Member  sha l l  be  accounted  fo r  

by  C lea r ing  Corpora t ion  in  the  reve rse  o rder  o f  u t i l i za t ion  o f  i t s  

resources  as  desc r ibed  in  Regula t ion I  ( i )  o f  th i s  Chapte r .  If all 

or part of the contribution of the Member to the DF has been 

appropriated in accordance with Regulation I(1)(d) above,  I f  any  such 

amount  recovered i s  to  be  appor t ioned  to  the  non -de faul t ing 

Members ,  then  Clearing Corporation shall return to each such Member  

the same (by credit to its Default Fund  account, in the form of cash or 

eligible securities of equivalent market value) in respect of any net recovery 

from the defaulting Member  prorata to the respective amounts appropriated 

and not exceeding the amount of contribution so appropriated.  



  

92 

 

ii. If a Member ceases to be a Member of the segment by its resignation or 

expulsion, Clearing Corporation shall have paramount lien to appropriate the 

contributions made by the Member to Default Fund first towards meeting any 

residual loss arising on the squaring off of the contracts trades  of such 

Member as per Regulation I(1) (b ) and the balance towards recovery of 

monies towards any other dues and claims of Clearing Corporation  before 

accepting claims for refund of the contribution to the concerned Member. 

The  re fund  wi l l  a lso  be  subjec t  to  Bye - laws ,  Rules ,  and 

Regula t ions  o f  such  segments  o f  Clea r ing  Corpora t ion  in  which 

the  member  has  been  admit ted.  
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CHAPTER XIV:  PORTFOLIO COMPRESSION : 

 

1. Clearing Corporation may, with due notification to Members,  run at periodic intervals, a 

portfolio compression exercise, referred hereinafter as Portfolio Compression PC Exercise, 

for IRS & FRA trades of Rupee Derivatives Segment. 

2. The process flow for the Portfolio Compression PC exercise shall be as notified by 

Clearing Corporation  from time to time. 

3. Every Member of Derivatives Segment which has opted for settlement of cash flows from its 

outstanding Interest Rate Swap (IRS) trades through Clearing Corporation, on a non-

guaranteed basis and/or which has opted for Guaranteed Settlement and which is desirous of 

availing the Portfolio Compression PC services shall submit an application in this regard in 

the prescribed format to Clearing Corporation and comply with all necessary formalities as 

prescribed from time to time for availing the service. 

 

11.As a result of the compression, if there is any shortfall or surplus at the aggregate level 

between the aggregate net sum payable by the participants and the aggregate net sum 

receivable from the participants, such difference will be allocated to each participant by 

Clearing Corporation in a manner as notified by Clearing Corporation from time to time. 

 

12. After it has received all amounts receivable from the participating members, Clearing 

Corporation shall declare the Portfolio Compression  Exercise as completed and assume 

liability for the settlement of amounts arising out of early termination of these trades. 

 

13.In case of an increase in the margin obligation as a result of the portfolio compression, 

the SGF made available by the member shall be blocked to meet such additional margin 

requirements in terms of the provisions of Chapter V, ‘Margin’ of these Regulations. 

 

14. On completion of the Portfolio Compression  Exercise, the trades identified for full 

termination by Clearing Corporation during the process would be treated as terminated. 

In case of partial termination, the notional value of trades will be reduced by such amount. 
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CHAPTER XV: SETTLEMENT BANK: 

 

1. Clearing Corporation facilitates clearing and settlement of Rupee Derivative trades of 

its Members maintaining their current account  with Reserve Bank of India (RBI);  

 
2. Clearing Corporation may at its discretion appoint one or more banks as Settlement 

Bank, under advice to Reserve Bank of India, for settlement of funds in respect of 

members not maintaining their current account at RBI for the purpose of funds 

settlement;  

 
3. The Members shall maintain a Current account with RBI/ any of the  Settlement 

Bank/s for the settlement of funds obligations in Rupee Derivative trades under these 

Regulations;  

 
4. Such Member at the time of seeking Membership of the Rupee Derivatives 

(Guaranteed Settlement) segment shall communicate to the Clearing Corporation 

details of its Settlement Bank for the purpose of availing the funds settlement facility;  

 
5. Clearing Corporation shall notify the members the settlement process, time frame for 

carrying out instructions and other operations that the Settlement Banks shall be 

required to follow for funds settlement in an orderly manner of its Members;  

 
6. The Clearing Corporation will have the right to seek information/ explanations/ 

clarifications on the settlements operations of the Settlement Bank in such manner 

and periodicity as it may deem fit and may issue guidelines, directions and orders in 

respect thereof and the Settlement Bank shall comply with the same;  

 
7. The Settlement Bank undertakes to keep strictly confidential any and every technical 

and business information including, but not limited to that which may be disclosed or 

confided to it by the Clearing Corporation or which it may obtain from the Clearing 

Corporation and which it shall , not disclose to any third party ; 

 

Provided, however, the Settlement Bank shall disclose any of such information upon 

the Clearing Corporation's consent to Regulatory or other Statutory authorities, if the 

authorities so require; 
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8. The Settlement Bank shall be duly authorized by Clearing Corporation to ensure funds 

settlement, collection of margin money, charges, levies, additional charges, servicing 

of corporate action like payment of interest etc., and any other funds movement 

between the Member and Clearing Corporation as prescribed by Clearing Corporation;  

 
9. Settlement Bank shall take instruction from Clearing Corporation and act in 

accordance with instructions received from Clearing Corporation in regard to funds 

settlement and debit/ credit the Settlement Account of the Members and transmit 

confirmation to Clearing corporation;  

 
10. Instructions of Clearing Corporation for debits and credits to the Member’s Settlement 

Current accounts by the Settlement Bank shall be irrevocable and final;  

 
11. The Member shall authorize Settlement Bank to access its Current account for 

debiting and crediting its Settlement accounts in accordance with instructions 

received from Clearing Corporation;  

 
12. Settlement Banks shall extend to Clearing Corporation the facility of on-line 

monitoring of the transactions in the Settlement Account of Clearing Corporation;  

 
13. Settlement Banks shall enable Clearing Corporation to view the balances and/or 

transaction details in the Settlement accounts of the members maintained with the 

Settlement Banks on an on-line basis. Settlement Banks shall also allow similar access 

to the authorised representatives of the members;  

 
14. Settlement Banks shall ensure that funds earmarked for Clearing Corporation 

settlement are not encumbered, utilized or transferred before completion of settlement 

cycle as set out by Clearing Corporation;  

 
15. Settlement Bank shall, upon receipt of instructions from Clearing Corporation to that 

effect, transfer funds from settlement account of Members to settlement account 

maintained by Clearing Corporation with the Settlement Bank for pay-in instructions 

and vice versa for pay-out instructions. Similarly, Settlement Bank shall enable 

Clearing Corporation to transfer balances from such accounts of the Members to 

Clearing Corporation’s Settlement account with them or vice versa as part of its 

Settlement or Default handling process;  
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16. Settlement Bank shall maintain record of the date and time stamp of all the payments 

and receipts executed by it in the Settlement account of Clearing Corporation and the 

Settlement Accounts of the Members. Members  will have the responsibility to monitor 

transactions in their accounts and to take up with their Settlement Bank any instances 

of unusual delay in effecting pay-ins and pay-outs. The transaction details along with 

time stamp must be submitted by the Bank as and when requested by the Regulator 

or Clearing Corporation. The Settlement Bank shall preserve such details for a period 

prescribed under the applicable laws or such other rules made there under;  

 
17. In the process of funds settlement at the Settlement Bank, if there is any funds shortage 

arising out of settlement instructions received from Clearing Corporation, the 

Settlement Bank shall advise the same to Clearing  Corporation and act in accordance 

with the instructions given by Clearing Corporation to meet such shortages;  

 
18. The Settlement Bank shall meet the shortage by utilizing the balance available in 

Clearing Corporation’s Proprietary account and/ or the Line of Credit extended by it 

to Clearing Corporation. Accordingly Settlement Bank would transmit confirmation 

advices to Clearing Corporation;  

 
 

19. The Clearing Corporation may net Settlement Bank 's own funds obligations with the 

net funds obligations of all its members. If such netting results in funds pay-in, it shall 

be the responsibility of Settlement Bank to make available such netted amount at its 

Current Account with RBI to enable RBI to process funds settlement as per Clearing 

Corporation’s instructions. If such netting results in pay-out of funds, Settlement Bank 

will receive such amount at its Current account with RBI & it will be Settlement Bank 

's responsibility to make available such funds with Clearing Corporation’s Settlement 

Account maintained with it to effect funds pay-out to members as per Clearing 

Corporation’s instructions;  

 
20. While processing Clearing Corporation Funds file at its current account with RBI, 

funds shortage, if any, in Settlement Bank’s Current account maintained with RBI, 

shall be treated as funds shortage on account of Settlement Bank and Clearing 

Corporation will initiate action as per Chapter VII “Default” of this Regulations”; This 
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shall be irrespective of failure to transfer, funds as mentioned in Regulation 19 above 

or otherwise;  

 
21. Clearing Corporation may transfer the credit balances from its settlement account with 

the Settlement Bank to its current account with RBI under instruction to the 

Settlement Bank;  

 
22. Settlement Bank shall immediately inform Clearing Corporation about action, if any, 

initiated by any of the authorities, or any irregularity observed in the members 

current/settlement account or any deviation from Know Your Customer (KYC) norms;  

 
23. Information relating to any change of the Settlement Bank by the Member shall be 

advised at least 15 days in advance by the member along with the no objection letter 

from the existing Settlement Bank and the concurrence from the new Designated 

Settlement Bank to Clearing Corporation;  

 
24. Settlement Bank shall put in place adequate controls and risk management systems to 

facilitate smooth and effective settlement of fund obligations;  

 
 

25. In respect of settlement related transactions of the members including transactions 

relating to close out of trades or positions of such members which are routed through 

their Settlement Bank , members will be discharged of their liabilities in respect of 

their funds Pay-in obligations only after the monies paid by them has(/ve) been 

transferred by the concerned Settlement Bank to the Clearing Corporation’s respective 

Settlement account(s) and/or Current Account with Reserve Bank of India. Members 

shall however get valid discharge if such funds are appropriated by the Settlement 

Bank to effect pay - out to other members of Clearing Corporation as part of settlement 

process in terms of instructions given by Clearing Corporation;  

 

26.  In respect of funds Pay-outs to the members by Clearing Corporation, Clearing 

Corporation shall have valid discharge, after it has transferred funds to the accounts of 

Settlement Bank, either from its settlement account at RBI or from any other 

Settlement Bank and issued instructions to the Settlement Bank to transfer such funds 

to the accounts of the concerned members.  

 


