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Please be aware that this communication is provided for information only and should not be relied upon. BNP Paribas cannot provide legal or
regulatory advice to our clients and you are strongly recommended to discuss the developments on mandatory clearing requirements with your own
professional advisers

In December 2012, BNP Paribas (referred to as the “Firm” or “BNPP”), the parent company of the BNP Paribas Group
(incorporated in France, authorised by the Autorité de Contrôle Prudentiel and regulated by the Autorité des Marchés
Financiers in France) registered as a “swap dealer” with the Commodity Futures Trading Commission (CFTC) and is a
member of the National Futures Association (NFA).
The CFTC has established a set of rules mandating certain transactions be subject to clearing on Derivatives Clearing
Organizations (DCOs) approved by the CFTC. This regulation aims at reducing the overall counterparty risk linked to OTC
derivatives activities. BNP Paribas is required to submit for clearing to a DCO all swaps the CFTC determines are required
to be cleared, unless an exception or exemption applies.

Scope
The mandatory clearing requirements apply to all in-scope over-the-counter (OTC) derivatives transactions (as
described below) with counterparties that are U.S. Persons, U.S. Guarantees, U.S. Conduits and foreign branches
(including Foreign Branches of U.S. Persons and Bona Fide Foreign Branches of U.S. swap dealers). 1

At which DCO should a particular swap be cleared?
BNP Paribas must ensure that an appropriate DCO has been agreed to with client at time of execution of the swap. This
is applicable to both electronic and non-electronic trades. The client has the sole right to select the DCO. Prior to
alleging/affirming trades, BNP Paribas must confirm that the agreed DCO is correct and that both BNP Paribas and the
client are set-up at the selected DCO. Absent agreement on the DCO to be used, trading should not be allowed. The link
below provides a list of all in scope CFTC DCOs:
https://sirt.cftc.gov/sirt/sirt.aspx?Topic=ClearingOrganizations

What are the exceptions and exemptions to mandatory clearing?
There are currently three available exceptions from mandatory clearing:




End-user exception
Exception for “Eligible Treasury Affiliates”
“Exempt Cooperatives”

Clients are eligible to represent themselves using one of the exemptions above through their elections to the Dodd-Frank
(DF) Protocol (ISDA DF Protocol 2 or bilateral equivalent).

For questions regarding these terms, please reference the CFTC's Cross-Border Application of Swaps Provisions and the “U.S. Person” Interpretation
section on https://www.cftc.gov/sites/default/files/idc/groups/public/@newsroom/documents/file/crossborder_factsheet_final.pdf
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Which products are in scope for mandatory clearing?
All mandatory clearing determinations described in the tables below are effective under the CFTC rules.2 Additionally,
clients have the right to voluntarily clear their swap trades on DCOs.

The mandatory clearing obligation applies to the following Interest Rate products: 3

Note the mandatory clearing determinations issued in 2013 initially applied to various Interest Rates products in USD/GBP/EUR/ JPY but were
subsequently extended in 2016 to a number of other products in various currencies. Additionally, the CFTC is currently conducting an ongoing industry
consultation on further mandatory clearing determinations. In 2022, we expect that there may be a new determination for trades referencing SOFR.
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https://www.cftc.gov/sites/default/files/idc/groups/public/@otherif/documents/ifdocs/clearingrequirementcharts.pdf
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The mandatory clearing obligation applies to the following Credit Default products:4

Counterparty documentation
BNP Paribas requires that clients must have a Cleared Derivatives Execution Agreement (CDEA) with the firm prior to
trading instruments which are subject to the CFTC mandatory clearing obligation. Clients must have all relevant
clearing arrangements (i.e. a futures commission merchant) in place for clearing on a DCO. Additionally, the CDEA must
be executed with counterparties that elect to voluntarily clear their swap trades on DCOs.
This CDEA requirement does not apply to in-scope transactions when facing a Swap Dealer who is a direct clearing
member of a DCO and when trades intended to be cleared are executed on a Swap Execution Facility (SEF) platform.
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https://www.cftc.gov/sites/default/files/idc/groups/public/@otherif/documents/ifdocs/clearingrequirementcharts.pdf

Can cleared swaps be amended?
Once a trade is cleared, the exposure of each counterparty faces the clearinghouse and not the original swap. The
counterparty cannot “unwind” a cleared swap, as BNP Paribas does not have the exposure facing the client. Any offset
of a cleared exposure needs to be executed as a new trade rather than as an amended trade.

Where can I learn more about the CFTC’s clearing regulations?
https://www.cftc.gov/LawRegulation/DoddFrankAct/Rulemakings/ClearingRequirement/index.htm

FURTHER QUESTIONS
If you have any other comments or questions, please contact the Global Markets Americas Regulatory Management
Team (dl.gmusregandspecialprojects@us.bnpparibas.com) or your usual relationship or sales contact.

Disclaimer
This document is directed at BNP Paribas Global Markets clients and has been prepared in good faith by BNP Paribas. This document is provided to
you by BNP Paribas or any of its affiliates for informational purposes only, is intended for your use only and may not be quoted, circulated or otherwise
referred to without BNP Paribas’ express consent. This document is not a research report or a research recommendation and does not constitute a
personal recommendation. This document should not be considered as an offer or a solicitation to engage in any trading strategy or to purchase or sell
any financial instruments or offer any clearing or other services. The information and opinions contained in this document have been obtained from
sources believed to be reliable, but BNP Paribas makes no representation, express or implied, that such information and opinions are accurate or
complete. In any event, information in this publication is intended to provide only a general outline of the subjects covered. This material is not intended
to provide, and should not be relied on for, legal, tax, accounting, regulatory or financial advice. Other financial institutions or persons may have
different opinions or draw different conclusions from the same facts or ideas analysed in this document. No BNP Paribas Group Company accepts any
liability whatsoever for any direct, indirect or consequential loss arising from any use of material contained in this document.
BNP Paribas does not provide legal or regulatory advice and, in all cases, recipients should conduct their own investigation and analysis of the
information contained in this document and should consult their own professional advisers.
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