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Introduction

The responsibilities of Taswyaat Clearing Services
Company include providing clearing and settlement

services for financial positions arising from
derivatives trading. These responsibilities are
intended to protect investors, ensure market

integrity, and ensure the completion of settlement
processes. The risk management procedures aim to
define the core risk management measures
associated with clearing and settlement activities
that the company may face, particularly the following:
¢ Credit Risk: The risk arising from the inability
of the counterparty (clearing members) to

fulfill their obligations toward the company.

e Market Risk: The risk arising from changes in
contract prices, which may increase clearing
members’ credit risk and may result in losses
for the company.

e Concentration Risk: The risk arising from
concentration of open positions at the client
level, which may increase the probability that
clearing members fail to meet their
obligations.

e Liquidity Risk: The risk arising from
insufficient liquidity available to the company
to meet settlement requirements.

The company applies the highest standards of risk
management in line with international best practices
by implementing the provisions and controls set out
in the clearing and settlement rules and procedures
for derivatives contracts. This is carried out in
accordance with the company’s criteria for the
admission and continued membership of clearing
members, the daily clearing and settlement of
variation margin, and maintaining sufficient financial
resources to cover instances of clearing members’
failure to meet their obligations through the
determination of initial margin requirements and the
value of the Counterparty Guarantee Account, in
proportion to the company’s expected risk
exposures. Accordingly, these procedures aim to
achieve the following:
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- Determine and assess the adequacy of the
Initial Margin model.

- Define the Counterparty Guarantee Account
and the minimum clearing member
contribution.

- Establish the methodology for determining the
size of the Counterparty Guarantee Account
and the coverage period.

- Define the company’s contribution
percentage to the Counterparty Guarantee
Account.

- Define initial and supplementary contributions
of clearing members.

- Using Available Resources in Case of Failure
to Meet Settlement Obligations

Determination and Testing of the Initial Margin
Model:

The minimum initial margin ratio is determined
periodically, at least once every three months. The
company calculates the initial margin for both the
seller and buyer of the futures contract, representing
the potential loss value. This calculation is based on
possible contract price movements using the
Modified Value-at-Risk (MVaR) model, at a one-
tailed confidence level of at least 99% over a
minimum two-business-day holding period, to
establish the minimum initial margin at the contract
level.

Initial Margin Calculation Method:

First: The Value at Risk is calculated using the
Modified Parametric VaR (MvaR) model according to
the following equation:

MVaR (a) = p + 0 [z (a) + 1/6(z2(a)-1) S +1/24(z3 (a)
— 3z(a)) K - 1/36(223(a) — 5z(a)) S7

- MVaR (a): Value at Risk

- M: Mean daily return of the futures contracts

- 0: Standard deviation of the daily return for
futures contracts

-z (a): Standard value representing the
standard deviations on the left side of the
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mean at a certain confidence level =0 0585 O e (O 48 Jlae ie alal) S )

(cumulative normal distribution at a certain
confidence range, provided that a = 1 - 99%)
- S: Skewness
- K: Excess Kurtosis
Second: The initial margin value is calculated taking
into account the position holding period by applying
the following equation:
IM = MVaR (a) ¥n
- IM: Initial Margin

- MVaR (a): Value at Risk

- n: Number of days in the position holding
period

Third: The equations stated in items one and two are
used to calculate the initial margin ratio at a minimum
confidence level of 99%, taking into account a period
of two business days holding period, and this
process is repeated more than once using historical
data for the following periods:

1- Data from 1/1/2010 or the longest available
period, whichever is shorter.

Data from the previous year.

Data from the previous three months.

Data from the previous month.

2.
3-
4-

In case of insufficient data for price movements of
futures contracts, historical data for price movements
of the underlying asset of the contract is used to
calculate the initial margin requirement.

Fourth: The highest initial margin ratio calculated
according to step three is determined. Historical
back-testing is then conducted to verify the
adequacy of the initial margin in covering potential
risks under normal market conditions.

Fifth: The required initial margin value is determined
by multiplying the calculated margin ratio by either
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the most recent daily settlement and closing price or
the theoretical futures price on the first trading day.

Sixth: The calculated initial margin ratio is increased
by 25% to hedge against cyclical fluctuations in initial
margin requirements (Anti-Procyclicality Buffer),
provided that the required initial margin value for
each contract is rounded to the nearest hundred. The
required initial margin is published through the
electronic disclosure channels and becomes
effective from the following trading session.

For example, according to the value of the EGX30
Index on 11/02/2026 at the level of 49,700.24 points.
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T I\:Inal:;:;alL Theoretical Initiagl Anti- Initial Margin Value
Asset Contract Code | Expiry date According Fut-ure Margin Procycllcal.lty to be Applied and
Price Value Buffer Ratio Announced
to MVAR
EGX30 Index | EGX30FJUN26 | 17/06/2026 7.8% 53,082.83 4,140.46 25% 5200
EGX30 Index | EGX30FSEP26 | 16/09/2026 7.8% 55,689.29 4,343.76 25% 5400

Seventh: Initial margin requirements are recalculated
daily without adding the anti-procyclicality buffer
internally. If the recalculated result exceeds the
currently applied margin requirements, the initial
margin percentage shall be reset before the
scheduled periodic review date and announced to
the market, to be applied to open positions and new
positions starting from the next trading session.
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Counterparty Guarantee Account and the
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minimum Contribution of the Clearing Member:

The company establishes a counterparty guarantee
account with the aim of providing the necessary
resources to support the company in fulfilling its
obligations to clearing members and limiting
counterparty unfulfilled settlement obligation risks.
The ratios of members' contributions to the
counterparty guarantee account are calculated for
the first time upon its creation equally among
Clearing members after deducting the company's
share in the account.

The minimum initial contribution of a Clearing
member to the counterparty guarantee account is
EGP 2 million, and the supplementary contribution
of a Clearing member is equal to the value of the
initial _contribution (EGP 2 million) for clearing
member.

Example of Calculating the Counterparty Guarantee
Account Size for the First Time:

Supplementary
Contribution
Initial Retained by the
Clearing member | Contribution | Clearing Member
(EGP) Until Requested by
the Company
(EGP)
Clearing member (1) 2 million 2 million
Clearing member (2) 2 million 2 million
Total Member
Contributions 4 million ]
Before Adding the
Company’s Share
Company’s
Contribution to the 1 million -
Counterparty
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Guarantee Account
(25%)
Total After

Including the
5 million -
Company’s

Contribution

The clearing member must deposit the value of the
Initial contribution into the counterparty guarantee
account in the company's designated bank accounts
for this purpose. Clearing members must maintain
the value of the supplementary contribution in their
accounts at all times, to be available upon request
from the company.

Determination of the counterparty guarantee
account value and coverage period:

The company determines the value of the
Counterparty Guarantee Account by assessing its
adequacy through historical back-testing and stress
testing.

The company conducts a stress test to estimate the
maximum potential losses it could incur in the event
that the largest clearing member fails to meet its
settlement obligations under plausible extreme
market conditions. This is done by simulating
movements in contract prices across the portfolios of
clients of clearing members over the previous three
months, using the Modified Value-at-Risk (MVaR)
model at a one-tailed confidence level of no less than
99.9%, and assuming a three-business-day holding
period for the liquidation of positions. These tests are
based on assumptions of elevated price volatility.

The value of the Counterparty Guarantee Account is
reviewed at least once every three months. The
company also performs the stress test internally on
a daily basis to verify the adequacy of the
Counterparty Guarantee Account resources in
addressing potential risks. The company may
recalculate the value of the Counterparty Guarantee
Account whenever necessary and shall notify the
clearing members accordingly.
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In all cases, when the value of the Counterparty
Guarantee Account is recalculated, clearing
members must be notified to cover the value of their
contributions within a maximum of three business
days.

The coverage period provided by the available
resources of the Counterparty Guarantee Account
shall be three months from the date of notifying the
clearing members of the total value of the Account.
In the case of a failure to meet settlement obligations,
the coverage period shall be extended until the
current failure to meet settlement obligations is
resolved, and the Account’s resources shall be used
to cover such case. The company shall replenish its
contribution, as well as the contributions of the
members to the Counterparty Guarantee Account,
immediately upon the expiry of the Account’s current
coverage period.

The Company’s Contribution to the Counterparty
Guarantee Account (Skin in the Game):

The company contributes 25% of the total value of
the Counterparty Guarantee Account. The
company’s contribution percentage may be adjusted
during the periodic recalculation, with clearing
members being notified accordingly. The company’s
contribution to the Account is used after the
contribution of the clearing member in violation has
been used, and before the initial contributions of the
remaining clearing members are used.

initial Contribution and the
Contribution of Clearing

Determining the
Supplementary
Members.

Each clearing member’s contribution percentage is
allocated on a proportional basis, calculated
according to the member’s average initial margin
requirements over the three-month period preceding
the date on which the value of the Counterparty
Guarantee Account is determined, or the minimum
contribution set by the company for each clearing
member — whichever is higher — after deducting
the company’s contribution to the Account.
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Using Available Resources of Counterparty
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Guarantee Account in Case of Failure to Meet
Settlement Obligations:

The available resources of the Counterparty
Guarantee Account shall be used in the following
order:

1. The contribution of the defaulting clearing
member to the Counterparty Guarantee
Account.

2. The company’s contribution
Counterparty Guarantee Account.

to the

3. The initial contributions of the remaining
clearing members to the Counterparty
Guarantee Account.

4. The amounts allocated from the Investor
Protection Fund against Non-Commercial
Risks to the Counterparty Guarantee
Account.

5. The supplementary contributions of clearing
members to the Counterparty Guarantee
Account.

6. The company’s reserve.

7. Any credit facilities obtained by the Company
to cover settlement obligations.

When the value of the Counterparty Guarantee
Account is recalculated, the loss allocated to each
non-defaulting  clearing member shall be
proportionate to the value of their contribution to the
Account, taking into account the replenishment of the
Counterparty Guarantee Account contributions. The
company shall also replenish its own contribution to
the Account once the coverage period ends.

In the event that the amounts due are collected from
the defaulting Clearing Member, such amounts shall
be reimbursed in the reverse order of items (2) to (7)
of this Article.

20 gutl) cila) L ¢l gl ane

M i il 8 Agdarill 3 ) g alaiid oy

Jelaall Galall laca Cloay Callaall 4 gl gae daalice )

) Gl lacs Gluan 4830 daaliw Y

Goohll laa Cluny 4yl eliacf (AL ulul) dalud) Y
Sl

o Dbl e el Gles 350ka (e daadadl dla) g
(Al Caplall lea Clual 4 el

LSl Calall (laa Clssy 45 gl eliac Y ALK Claalud) 0

A, hbaa)

b el el 3l Adasil A€ 53 Lgide Abals Aulail C eus A Y

Bl (anadd b ¢ Jiliall caplall Glaca Clus dad paadsale) die
Ohann Giloiny Aeabioe Lo a oy Loy 4y gull slizmef (o guimae S
Olarn Gl ilaalise JlaSin ke ) 3le )y oty o) e Jiliall oyl
Gl 8 Lghaabue JuaSinl salely 40 o685 LS Jiaall okl

Aakaaill 3y ol aey Jiaal) Ca Lkl laa

Bale) oy ccallaall 4y gl gime (po Adstuall Al Juasidlls S
.Bq\.,d\ah,sOA(V)JE\(Y)QAAJ;\M‘FMSA\#JSHGA}&JM\&E

Page 9 of 9




