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Part I: General Provisions

Article

Governing Legislation
These Rules shall be subject to the provisions of the Central Depository and
Registry Law for Securities and Financial Instruments issued by Law No. Y of
Y+« and its Executive Regulations, the Capital Market Law issued by Law No. 4¢
of Y34Y and its Executive Regulations, and the decisions issued in implementation
thereof.

Article ¥

Definitions
In the application of the provisions of these Rules, the following terms and

phrases shall have the meanings set forth against each, unless the context
indicates otherwise:

V. The Law: The Central Depository and Registry Law for Securities and
Financial Instruments issued by Law No. Y of Y+« +.

Y.  The Authority: The Financial Regulatory Authority (FRA).

Y.  The Exchange: The Exchanges licensed by the Authority to practice the
activity of trading contracts approved by the Authority.

¢, The Company: The clearing and settlement company licensed to
execute the settlement of transactions and financial positions arising
from trading contracts.

°.  Trading Member: The brokerage company registered in the Exchange
membership register for dealing in contracts, provided it contracts with
a Clearing Member or obtains membership in the Clearing and
Settlement Company.

1. Clearing Member: The entity that is a member of the clearing and
settlement company and performs settlement operations of contracts
traded, either for itself or on behalf of its investors or their
representatives, in accordance with the Rules and Procedures of Clearing
and Settlement of Contracts. A Clearing Member may also be a Trading
Member.

V. Derivatives Contracts: Contracts whose value is derived from price

indices or the prices or values of securities, financial instruments, or
other indices or assets specified by the Authority, whether in the form of
futures contracts, options contracts, swaps, or other standardized
contracts, referred to in these Rules as “Contracts.”

A.  Futures Contracts: Standardized binding contracts to buy or sell
securities, price indices, or other financial instruments according to
specifications prepared by the Exchange and approved by the Authority,
to be executed at a future date based on an execution price agreed upon
at the time of entering into the contract.

4. Options Contracts: Contracts that grant the buyer the right (not the
obligation) to buy or sell a specific quantity of securities or other
underlying financial instruments on a specific date or during a specific

period at an execution price agreed upon at the time of the contract,
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provided they meet standardized conditions according to specifications
prepared by the Exchange and approved by the Authority.

Settlement Bank: The bank that executes the financial settlement
instructions issued by the Company.

Investor: Any natural or legal person wishing to trade the contracts
available on the Exchange trading system.

Investor Account: An account with the clearing and settlement
company for holding positions resulting from transactions executed on
the Exchange, and for recording margin requirements and collateral
provided by the investor.

An account

Counterparty Guarantee Account: funded by

contributions from clearing members and the Company and by amounts

allocated from the Investor Protection Fund to guarantee settlements and
cover the risk of a clearing member’s failure to fulfill its obligations.

Daily Closing and Settlement Price: The price calculated by taking the

volume-weighted average of execution prices during the trading session,
provided that such calculation meets the requirements set by the

Exchange, and announced through electronic disclosure means.

Contract Specifications: The terms and specifications of contracts
prepared by the Exchange and approved by the Authority.

Final Settlement Price: The closing price of the underlying asset
announced by the Exchange on the contract’s expiration date (last
trading day), in accordance with the final settlement price methodology
stated within the contract specifications.

Trading System: The trading systems adopted by the Exchange.
Settlement System: The set of electronic systems used to perform
clearing and settlement operations and issue related reports.

Back Testing: Conducting tests to ensure the validity of any model used
based on actual historical data.

Stress Testing: Conducting simulations or analyses to assess the
performance capability of any statistical model during trading sessions
that may experience high levels of volatility.

Expiration Date: The date on which trading of the contract ends, as
specified in the contract specifications.

Open Position: A buy or sell position in contracts that has not been
closed by an opposite position in the same contract.

Closeout Positions: The closing of an investor’s position by entering
into an opposite position in the same contract.

Collateral Value: The cash amount deposited by the seller and/or buyer,
as determined by the clearing and settlement company, to cover margin
requirements according to the nature of the contract.

Initial Margin: The required collateral or percentage of the contract
value to cover potential losses arising from investor positions, based on
potential price movements of contracts through the application of the

Modified Value at Risk model.
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Y1. Maintenance Margin: The minimum value of cash collateral that must

be continuously maintained in the investor’s account with the clearing
member throughout the period of holding an open position in the
contracts.

YV. Option Premium: The cash amount paid by the option buyer to the
option seller in exchange for the right to buy or sell the underlying asset,
such as securities, price indices, or other financial instruments or assets
accepted by the Authority at a specified price during a specified period.

YA. Margin Call: The notice that the clearing member is required to send to
the investor when the collateral value falls below the investor’s
minimum margin requirement, requiring the investor to deposit
additional collateral within the specified period to restore the collateral

to the required level in accordance with the applicable rules.

Y4, Electronic Disclosure Means: The use of electronic technologies and
systems to publish all information relevant to contract trading,
provisions, regulations, and decrees on the websites of the Company and
the Exchanges licensed to trade contracts and other electronic channels.

¥+. Failure to fulfill settlement obligations: Any situation in which the

Counterparty Guarantee Account Management Committee determines

that a clearing member is unable to fulfill its obligations.
Article ¥

Scope of Application
These Rules shall apply to the conduct of clearing and settlement operations for

contracts traded on exchanges licensed to trade contracts.

These Rules aim to regulate the following:

®  (learing membership in the Company.
®  Settlement of transactions and open positions.
®  The margining system and its conditions.

®  Management of cases of failure to fulfill settlement obligations.

Article ¢
Record Keeping and Information Disclosure

The Company shall maintain paper-based or electronic records containing all data
and information in accordance with these Rules. Such records shall be retained for
the period prescribed under the regulations and legislation governing the capital
market, and shall be securely maintained so as to ensure the privacy and

confidentiality of data.

The Company may not disclose or provide any data or information relating to the
conduct of business of any clearing member under these Rules, except to the
Authority, the Exchange, or other entities authorized in accordance with the capital

market governing legislation.
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The Company and the exchanges licensed to trade contracts shall publish
information through the electronic disclosure means used, in particular the
following:

a. Clearing and settlement rules and any amendments thereto.

b. The daily closing and settlement price.

c. Service fees.

d. Risk management procedures.

The Company and the exchanges licensed to trade contracts shall also publish any

amendments made to the items listed above.

Part I1I: Company Membership

Article ©
Conditions for Registration and Continued Listing in the Company’s
Clearing Membership Register
An entity seeking registration as a Clearing Member must fulfill the following
requirements:

V. Provide evidence of obtaining the licenses or approvals issued by the
Authority.

Y. Provide evidence of meeting the technical and information technology
requirements, as well as the business continuity requirements specified
by the Company, to ensure connectivity with the relevant systems.

Y. Provide evidence of the existence of effective systems related to risk
management and internal audit.

¢, Provide evidence of the availability of qualified human resources
enabling the Clearing Member to comply with all rules and controls
governing the activity, and to obtain the licenses, approvals, and
required training from the Authority, the Exchange, or the Company.

°.  Provide evidence of opening the necessary bank accounts with the
Settlement Bank and authorizing the Company to operate such accounts.

1. Submit a certificate issued by the Authority detailing all sanctions
imposed on the applicant for clearing membership during the six months
preceding the submission of the membership application.

V. The paid-up capital shall not be less than EGP ©+ million, or its
equivalent in foreign currencies, provided that the member’s equity shall
not be less than the minimum paid-up capital, as per the latest financial
statements audited by the external auditor.

A, Commitment to notifying the Company of its daily capital adequacy
statement and to submit audited annual and quarterly financial
statements, accompanied by the external auditor’s report, within the
timeframes specified by the Company, with the exception of banks
subject to the supervision of the Central Bank of Egypt.

4. Submit a statement of the organizational and administrative structure to
the Company upon request or immediately upon the occurrence of any
change thereto.

V+. Undertaking to provide sufficient guarantees to the Company on a
continuous basis in accordance with the requirements of these Rules and
the applicable governing legislation in the Capital market.

VY. Undertake to pay the initial and supplementary contributions to the
Counterparty Guarantee Account in accordance with the risk
management procedures.
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VY. Undertake to pay all service fees due to the Company, the Exchange, the
Authority, and any other relevant entities in accordance with the
applicable rules and legislation.

VY. Undertake to provide the Company or the Exchange with any data or
information requested pursuant to these Rules within the specified
timeframes.

Article 1

Procedures for Registration in the Company’s Clearing Membership Register

Any entity wishing to be registered in the Company’s Clearing Membership
Register shall submit an application accompanied by all documents and
requirements stipulated in these Rules, in accordance with the application form

prepared by the Company and annexed hereto.

The Company’s Board of Directors, or its authorized delegate, shall decide on the
membership application within two weeks from the date of submission of a
complete application. The Company may defer approval until any additional
information, data, or documents required from the applicant are duly provided.

The Company may also reject the submitted application where some or all of the
requirements necessary for carrying out the activity, as set out in these Rules, are

not satisfied. Any decision to reject an application shall be reasoned.

In all cases, the applicant shall be notified of the decision of acceptance or rejection

within one week from the date such decision is issued.

Article ¥

Clearing Membership Agreement with the Company

Any entity seeking registration in the Company’s Clearing Members Register shall
enter into a Clearing Membership Agreement with the Company, setting out the
rights and obligations of both parties. Such agreement shall specify the measures
that the Company may take against a Clearing Member in the event of a breach of
the provisions and requirements set forth in these Rules, the governing legislation
in capital market,, and any amendments thereto, throughout the entire period of
registration in the Company’s Clearing Membership Register.

The Clearing Member shall be obliged to sign the annexes issued by the Company

in fulfillment and implementation of the amendments made to the Clearing Rules

and their attached annexes, following their approval by the Authority.

Article A

Notifications Submitted by Clearing Members

A Clearing Member shall notify the Company of any amendments to the registration
details recorded in the Clearing Members Register within a maximum period of
three business days. Such notification shall also be required in the event that any
material matter or event arises that may affect the Clearing Member’s activities,

including in particular the following:
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Y. Any change in the paid-up capital, or any failure to comply with the
minimum capital and equity requirements stipulated in these Rules.

Y.  The initiation of any lawsuits or the issuance of any judicial rulings
against the Clearing Member in connection with the conduct of its
activities, which may affect its compliance with these Rules and the

governing capital market legislation.

Y. The occurrence of any event of failure to fulfill settlement obligations,

or any event that may lead to the occurrence of a settlement failure.

In all cases, the Clearing Member shall submit to the Company, within a maximum
period of three business days, a detailed report describing the events that have
occurred and that may impair its ability to meet its obligations, together with the
reasons and circumstances thereof, as well as the steps and measures to be taken to
address such events, prevent their recurrence, and the timeframe required for their
implementation.

Article 4

Record Keeping by Clearing Members

Each Clearing Member shall maintain secure paper-based or electronic records
containing all data and information in accordance with these Rules. No data or
information shall be disclosed to any party other than the Authority, the Company,
or the Exchange, in accordance with the governing capital market legislation. Such
records shall be retained for the periods prescribed under the applicable regulatory

requirements and legislation, and shall include, in particular, the following:
V. Records or documents relating to settlement operations to which the
Clearing Member is a party.
Y. Separate records and accounts enabling the Clearing Member to
distinguish and segregate its investors’ positions.
Y. Backup copies of all data relating to the transactions conducted by the

Clearing Member at its premises, and the availability of a designated

disaster recovery site to ensure business continuity.

Article )+
Verification of Clearing Members’ Compliance

For the purpose of verifying a Clearing Member’s ability to comply with the
provisions and requirements set forth in these Rules and the decisions issued in
implementation thereof, the Company may request such documents, data, and
clarifications as it deems necessary.

In the event that a Clearing Member violates any of the provisions or requirements
set forth in these Rules or the decisions issued in implementation thereof, the
Company’s Board of Directors, or whomever it delegates, shall have the right to
take any of the following measures against the Clearing Member:

V. Issuing a notice of violation and requiring non-recurrence thereof.

Y.  Issuing a warning of suspension of the Clearing Member’s membership.
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Y.  Suspending the Clearing Member’s membership for a period to be
determined by the Company, provided that such period shall not exceed
thirty days.

¢, Imposing the financial obligation stipulated in the agreement entered
into with the Company, without prejudice to any other financial
obligations prescribed under applicable laws, regulations, or decisions.

©.  Cancelling the Clearing Member’s registration in the Company’s
Clearing Membership Register.

The Company shall notify the Clearing Member of its decision by written notice or
through any other means specified in the Clearing Membership Agreement, stating
the reasons for the decision and the procedures for its implementation. The Clearing
Member shall submit to the Company a timetable for remedying the violation and
regularizing its status.

The Clearing Member may submit to the Company a request for the revocation of
the decision issued against it, together with evidence demonstrating the removal of
the causes giving rise to such decision. The Company shall, after review and
examination of the request, either approve or reject the request.

In the event that a decision is issued to suspend or cancel the Clearing Member’s
membership, the Clearing Member shall notify its investors in writing or by any
other means stipulated in the agreement concluded between them within three days
from the date of its notification of the Company’s decision.

In the event of suspension of its membership, the Clearing Member shall refrain
from entering into new positions and shall remain obligated to settle existing
positions in investors’ accounts, unless the Company decides otherwise. In the event
of cancellation of its membership, existing investor positions shall be transferred to
another Clearing Member.

In all cases, the Company shall notify the Authority and the Exchange of any
decisions issued against Clearing Members immediately upon issuance and no later

than one business day.

Article )
Cancellation of registration in the Company’s Clearing Membership Register

A Clearing Member’s registration in the Company’s Clearing Membership Register
shall be cancelled by a decision of the Company’s Board of Directors in the event
that a decision is issued by the Authority to revoke its license, or to delist it from
the Exchange’s membership register, as the case may be; or where the suspension
of membership continues without remedying the reasons thereof; or where the
member fails to fulfill its settlement obligations; or upon the expiry or dissolution

of'its legal entity.

A Clearing Member may also submit a request to have its registration cancelled
from the Clearing Membership Register, subject to the approval of the Company’s
Board of Directors. Such request shall be implemented only after the periodic re-

calculation of the Counterparty Guarantee Account, provided that the Clearing
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Member commits to all provisions, requirements, and obligations stipulated in these
Rules, in particular the following:
V. Payment of any outstanding service fees or financial obligations.
Y. Closing or transferring all open positions and collateral in investors’
accounts, and refraining from entering into any new transactions.
The Company shall return the collateral deposited by the Clearing Member after the
date of cancellation of membership, after verifying that the Clearing Member has
fulfilled all its obligations under these Rules and is no longer participating in

settlement operations.

Article \ ¥
The exchange of data between the Exchange and the Company

The Exchange and the Company shall exchange the data and information necessary
to ensure the safety and efficiency of the trading, clearing, and settlement operations

of the contracts.

Part 111: Settlement Operations
Article \ Y

Clearing Member’s Obligations when Dealing with Investors
Before providing clearing services to investors, a Clearing Member shall comply

with the following:

). Establish a contract with the investor or with the Trading Member on behalf of
its investors, in accordance with the form approved by the Authority. The
contract shall include, at a minimum, the following:

a.  The conditions and circumstances under which the Clearing Member
may require the investor or the Trading Member to provide additional
collateral.

b.  The procedures that the Clearing Member will take if the investor or the
Trading Member fails to provide collateral or to settle transactions in
accordance with the contract, particularly in the event of exceeding any
of the following:

O  The open positions in the investor’s account.
O  The maximum margin requirement relative to the total
collateral deposited in the investor’s account.

c.  The fees charged by the Clearing Member for performing clearing
operations.

d.  The procedures to be followed in the event of the investor’s death,
incapacity, or any legal restriction preventing the investor from acting,
in a manner that ensures the protection of the rights of the relevant
parties.

Y. Provide the investor, upon contracting, with a detailed statement explaining the
concept of trading in contracts, the procedures, benefits, risks, and key
provisions. The Clearing Member shall ensure that the investor passes the tests
prepared on the Trading Member’s and Clearing Member’s systems and

approved by the Authority. The Clearing Member shall send this statement to
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each investor once annually and immediately upon any amendments to the
terms of the contract.

Y. Assess the risk level of its investors to ensure their ability to meet their
obligations arising from clearing operations, and establish criteria approved by
the Clearing Member’s Board of Directors to classify investor categories based
on the risk level of each investor.

¢, Immediately notify investors of any material events affecting the
execution of orders, including disruptions to order entry systems or the
trading and/or clearing systems, and notify them again once systems

return to normal operation.

Article ) ¢

Company Accounts
The Company shall open bank accounts with the Settlement Bank, including, in

particular, the following:

). Variation Margin Account: an account used to execute daily
settlement operations.

Y. Collateral Account: an account used to hold the total collateral
deposited by Clearing Members.

Y. Counterparty Guarantee Account: an account used to hold the total
contributions of Clearing Members and the Company, as well as
amounts allocated from the Investor Protection Fund, to cover cases of
Clearing Members’ failure to meet their settlement obligations.

Article Y °

Investor Account
Trading Members or investors shall enter into a contract with a Clearing Member

to open investor accounts with the Company in order to conduct settlement
operations for themselves or on behalf of their investors, after the investor’s data is
registered with the Exchange in accordance with the applicable Derivatives Trading

Rules.

An Investor Account is used to enable the Company to identify the positions of a
Clearing Member’s investors and to determine the minimum collateral required to

meet and cover the margin requirements for each investor’s account.

A Clearing Member shall comply with the following:

V. Establish a settlement account for each investor and obtain its approval
from the Company. The Clearing Member shall bear full responsibility
for the investor data submitted to the Company.

Y. An investor shall not open a settlement account with another Clearing
Member while holding open positions, unless the open positions are
transferred to another Clearing Member and the existing account is
closed.

Y. Investor collateral may not be used to cover the account of another

investor.
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£, A request to close an investor account may not be accepted by the

Company if there are open positions in that account.

Article \ 1

Settlement Procedures
The Company shall execute the settlement procedures announced by it, including,

in particular, the following:

V. Acting as the counterparty to each party in the trading transactions
executed on the Exchange.

Y. Conducting daily settlement of open positions according to the
announced settlement timings until the contract’s expiration date, based
on the daily closing and settlement price announced by the Exchange.

Y. Determining the net variation margin, either by debit or credit, for
Clearing Members on all positions resulting from transactions executed
on the Exchange, in accordance with the daily closing and settlement
price.

£, Notify the Clearing Member to collect the proceeds of the option sale
from the buying client and transfer them to the Company to be deposited
in the selling client’s account as collateral until the option’s expiration
date. The Clearing Member shall also be obligated, on behalf of the
selling client, to obtain the required collateral to meet the margin
requirements from the selling client and deliver such collateral to the
Company prior to the entry of orders on the Exchange.

©.  Final settlement of contracts shall be conducted at the closing price of
the underlying asset announced by the Exchange on the contract’s
expiration date (last trading day), in accordance with the methodology
for determining the final settlement price specified in the contract
specifications.

1. Notifying Clearing Members of the net variation margin and the
minimum required total collateral, both at the overall level and at the
level of each investor.

V. Conducting settlement and sending instructions for net debit or credit to
the bank accounts of Clearing Members.

A, In the event that the settlement balance is insufficient to complete the
settlement, the remaining obligation shall be covered from cash balances
in the Clearing Member’s accounts with the Company that are not
allocated to investors’ accounts, followed by the balances in the
Counterparty Guarantee Account, provided that the Counterparty
Guarantee Account Management Committee shall be notified.

4. Collecting the financial obligations due from the Clearing Member,
including collateral, net variation margin, service fees, and any amounts
payable in relation to the settlement process.

The Company may settle the variation margin directly from the cash collateral held

in the investor account.
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Article \V

Special Cases for Contracts Settlements

Without prejudice to the provisions set forth in the Derivatives Trading Regulations,
contracts shall be settled in the following cases:

V. Inthe event of a merger or demerger of the issuer of the underlying asset,
open positions in the contracts shall be settled in cash and closed at the
theoretical future price derived from the price of the underlying asset.

Y.  Intheevent of delisting of the security, financial instrument, or the index
from which the contract is derived, open positions in the contracts shall
be settled in cash and closed at the theoretical future price derived from
the price of the underlying asset.

Y. In the event of capital increase, capital reduction, distribution of bonus
shares, unusual cash dividends, adjustment of the nominal value of the
share, or any other event that materially affects the price of the
underlying asset, the Company shall take the necessary measures to
adjust the open positions in investor accounts.

¢, Incases where the Exchange cancels the current contracts after obtaining
the approval of the Authority, open positions shall be settled in cash and
closed at the theoretical future price derived from the price of the

underlying asset.

Article Y A
Settlement Operations on Behalf of a Clearing Member

The Company may execute settlement-related operations on the system on behalf
of a Clearing Member in the following cases:

V. Suspension of the Clearing Member’s membership, until the reason for
the suspension is resolved.

Y. Cancellation of the Clearing Member’s membership, until the settlement
of all investor account positions is completed.

Y. Upon a written request approved by the authorized persons appointed by
the Clearing Member, specifying the reason and the action required to
be executed on the system to complete the settlement process. The
Company shall not bear any liability resulting from executing

settlement-related operations on behalf of the Clearing Member.

Article ) 4

Porting Open Positions
The open positions and collateral of an investor account may be transferred from

one Clearing Member to another in accordance with the following procedures:
V. Obtaining the investor’s approval for the transfer of his open positions
to another Clearing Member.
Y. Receiving a transfer request from the transferring Clearing Member.
Y. Obtaining the acceptance of the transfer request from the receiving
Clearing Member.
¢, The investor must provide any additional collateral requested, if

applicable.
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A Clearing Member shall not refuse or delay approving an investor’s request to
transfer his positions to another Clearing Member, provided that the investor has
fulfilled all his financial obligations to the transferring Clearing Member in

accordance with these rules.

Part IV: Margin System and its Conditions
Article ¥+

Initial Margin
The Initial Margin represents the value of potential loss, based on the expected price

movements of the contracts, through the application of the Modified Value-at-Risk
(MVaR) model at a one-sided confidence level of at least 147, over a minimum
holding period of two business days, to determine the minimum initial margin
requirement at the contract level. The Exchange, in coordination with the Clearing
and Settlement Company, shall determine the margin value for each contract, and
may amend this value no more frequently than every three months, in accordance
with the risk management procedures.

A Clearing Member is required to continuously monitor the initial margin and the
minimum margin requirements for the investor’s open positions, and to take the
necessary measures to cover any shortfall in collateral within the specified
deadlines, including issuing margin calls, in accordance with the controls stipulated

in the Derivatives Trading Rules.

Article ¥)

Variation Margin
The Company shall determine the net Variation Margin at the level of each Investor

Account and each Clearing Member during the settlement process. The Company
shall calculate the Variation Margin daily for all open positions based on the daily
closing and settlement price or the final settlement price after the end of the trading
session, as follows:
V. For open positions: The difference between the current daily closing and
settlement price and the previous daily closing and settlement price.
Y. For positions opened on the same day: The difference between the
current daily closing and settlement price and the executed trade price.
The Company shall notify each Clearing Member of the calculated net Variation
Margin whether a credit or debit. The Clearing Member must settle the obligation

before the start of the settlement process.

Article YY

Collateral
V. The Clearing Member shall collect and remit the collateral required to

meet the initial margin requirements announced by both the Exchange
and the Clearing and Settlement Company.

Y. The Clearing Member is entitled to return any collateral exceeding the
required amount, provided that it has verified that all its obligations have

been fully satisfied.
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Y. The Clearing Member must close the investor’s open positions through
the Trading Member if the investor fails to provide additional collateral.
In the event that the investor is unable to fulfill its obligations, this shall
not relieve the Clearing Member of its responsibility to meet all
obligations arising from settlement operations. The Clearing Member
shall fully segregate its own accounts from its investors’ accounts and
shall not use the investors’ collateral or additional funds for any purpose
other than those for which they were provided.
¢, The Company shall notify the Exchange to prohibit the Clearing
Member or any of its investors, in whole or in part, from trading in the
contracts if sufficient collateral is not available to cover the investor’s
positions.
In all cases, the Clearing Member shall remain obligated to pay all financial
obligations and dues, including continuing to fulfill its obligations during or
after membership suspension, or prior to the date of membership cancellation.
Article YY

Credit and Concentration Risks
The Company shall set risk limits as part of its risk management procedures to

mitigate potential risks at the level of investors’ accounts, particularly the following:

V. The open positions in the investor’s account.

Y. The maximum margin requirement relative to the total value of collateral
deposited in the investor’s account.

Y. Inthe case of an automated link for data exchange between the Clearing
and Settlement System and the Trading System, an automated
verification shall be performed prior to order entry in the Trading
System to ensure the adequacy of the investor’s collateral for entering
into buy or sell positions in the contracts.

If trading exceeds any of the risk limits, risk-reduction actions shall be taken to
bring the exposure within the permitted limits, including but not limited to:

V. The Clearing Member shall increase the collateral deposited in the
investor’s account to reduce the ratio of margin requirements to the total
value of collateral required by the Company.

Y.  The Company shall notify the Exchange not to allow the entry of new
orders for the investor, except for orders that would close the investor’s
open positions.

Y. The Clearing Member shall close the investor’s open positions to reduce
the open position ratio and reach the prescribed limits and ratios. If the
Clearing Member fails to close the positions, the Company shall have

the right to close the positions through another Member.
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Part V: Rules of Managing Settlement Failure Events
Article Y ¢

Counterparty Guarantee Account

The Company shall establish and manage an independent account entitled
“Counterparty Guarantee Account” for the purpose of providing the necessary
resources to support the Company in fulfilling its obligations to Clearing Members

and to mitigate counterparty risk.

The Company shall determine the size of the Counterparty Guarantee Account and
its coverage period in accordance with the risk management procedures, after
obtaining the approval of the Authority. This shall be conducted through assessing
the adequacy of the Counterparty Guarantee Account by performing Back Testing
and Stress Testing. The account value shall be reviewed periodically, and the
Company may recalculate the value of the Counterparty Guarantee Account

whenever necessary.

The Counterparty Guarantee Account shall be funded through contributions from
Clearing Members and the Company. Upon recalculation of the account value, the
Company shall notify Clearing Members to cover their respective contributions

within a maximum period of three business days from the notification date.

Article Y@

Initial Contribution to the Counterparty Guarantee Account

V. The contribution ratios of Clearing Members to the Counterparty Guarantee
Account shall be calculated for the first time at the moment of its establishment,
equally among the Clearing Members after deducting the Company’s share in

the account.

Y. The value of the Initial Contribution required from each Clearing Member shall
be calculated on a proportional basis, taking into account the average initial
margin requirements of each Clearing Member during the calculation period
preceding the determination of the Counterparty Guarantee Account value. The
required contribution shall not be less than the minimum contribution set by the
Company for each Clearing Member, whichever is higher, in accordance with

the risk management procedures.

Y. The Company shall determine the value of the Initial Contribution to the
Counterparty Guarantee Account for any new Clearing Member. The addition
of a new Clearing Member must result in an increase in the value of the
Counterparty Guarantee Account for that type of clearing activity. The
contributions of existing Clearing Members shall not be recalculated due to the

addition of a new Clearing Member.

¢, The Company may amend the methodology used to calculate the Initial
Contribution to the Counterparty Guarantee Account. Such amendments shall
become effective after obtaining the approval of the Authority and notifying
the Clearing Members, provided that they are published through the electronic

disclosure means.
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Article Y1

Supplementary Contribution to the Counterparty Guarantee Account

In the event that the contributions of Clearing Members to the Counterparty
Guarantee Account are exhausted through the process of the waterfall to cover a
failure to fulfill settlement obligations, each Clearing Member shall be required to
pay an additional amount, up to a maximum of twice their contribution for the
preceding period. A Clearing Member shall be entitled to recover any excess
supplementary contribution to the Counterparty Guarantee Account if such

contribution is not utilized.

Article YV

Investor Protection Fund against Non-Commercial Risks Contribution in

Covering Clearing Operations

In the event that the initial contributions of Clearing Members and the Company’s
contribution to the Counterparty Guarantee Account are exhausted, the Investor
Protection Fund against Non-Commercial Risks shall provide the financial
resources necessary to cover the clearing operations, in accordance with the rules

and procedures set forth in the Fund’s Articles of Association.

Article YA

Investment of Collateral and Counterparty Guarantee Account Resources

The Company shall have the right to invest the collaterals and the resources of the
Counterparty Guarantee Account provided to it by Clearing Members in accordance
with safe investment policies that are low-risk and highly liquid, including but not
limited to the following:

V. Savings instruments.

Y.  Low-risk government debt instruments.
The Company shall be committed to returning the collaterals and shall bear any

losses resulting from the investment of such collaterals.

Article ¥4
Counterparty Guarantee Account Management Committee

The Counterparty Guarantee Account Management Committee shall be formed by
a decision of the Company’s Board of Directors, with an odd number of members,
after obtaining the non-objection of the Authority, and shall hereinafter be referred
to as the “Committee”, provided that its composition includes the following
members and their details:

V. A member of the Board of Directors (Chairman of the Committee).

Y. Head of Risk Management.

Y. Head of Operations.

¢ Arepresentative of the Exchange.

°. A representative of the Investor Protection Fund against Non-

Commercial Risks.
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The Committee shall meet at least monthly or whenever necessary. A meeting shall
not be valid unless attended by the majority of its members, and its decisions shall
be issued by a majority of those present. The Committee may include members from

outside the Company who are experienced in the field.

The Committee may invite representatives of Clearing Members and field experts
to attend its meetings without granting them voting rights. The Committee members
shall determine the necessity of inviting any additional persons to attend any of its

meetings.

If the Committee decides that a Clearing Member is unable to fulfill its settlement
obligations, it shall submit a detailed report to the Authority regarding the case of

failure and the measures to address it.

The Committee shall also submit a quarterly report to the Authority, after presenting
it to the Company’s Board of Directors, regarding the activity of the Counterparty
Guarantee Account. The report shall include, in particular the value of members’
exposures, coverage cases and each member’s share thereof, the risks to which the
Company has been exposed or may be exposed in light of the statistical risk models
and the measures taken to mitigate them, and the amount of funding provided by
members, the Company, the Investor Protection Fund against Non-Commercial

Risks, or any additional amounts required from Clearing Members.

Article ¥+

Responsibilities of the Counterparty Guarantee Account Management

Committee

The Counterparty Guarantee Account Management Committee shall be responsible
for the following:
a.  Assessing the occurrence or likelihood of a failure on settlement
obligations by any Clearing Member.

b.  Taking the measures specified in these Rules to manage cases of failure
on settlement obligations.

c.  Monitoring the adequacy of the account resources to cover cases of
failure on settlement obligations.

d.  Conducting a periodic review of failure cases at least once annually, or
whenever necessary, to ensure the ongoing validity and effectiveness of
the failure management framework.

Article ¥
Failure of a Clearing Member to Fulfill Settlement Obligations

A “Failure to Fulfill Settlement Obligations” means any situation in which the
Counterparty Guarantee Account Management Committee determines that a
Clearing Member is unable to meet its obligations, including, but not limited to, any

of the following cases:

V. Failure to fulfill settlement obligations in accordance with these Rules
or the contract concluded between the Company and the Clearing

Member.
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Y.  Failure to provide the required collateral or the initial or supplementary
contributions to the Counterparty Guarantee Account within the

timeframe specified by the Company.

Y. Bankruptcy or insolvency of the Clearing Member.

£, Any breach of the provisions and regulatory requirements stipulated in

these Rules that may give rise to a settlement failure event.

Article Y'Y

Company Procedures in Case of failure to fulfill settlement obligations

In the event that the Committee issues a decision confirming the occurrence of a
settlement failure by one of the clearing members (hereinafter referred to as the
“Defaulting Clearing Member”), the Committee shall notify the Authority, the
Exchange, and the defaulting Clearing Member of the decision immediately upon
its issuance, and the Committee may, in such case, take one or more of the following

measures:

V.Request the Defaulting Clearing Member to submit any documents or data

related to the settlement failure.

Y.Require the Defaulting Clearing Member to take the necessary measures to
remedy the breach that led to the settlement failure within the period specified by
the Committee, including the closure of open positions in clients’ clearing

accounts.

Y. Suspend the membership of the Defaulting Clearing Member, provided that the
Company undertakes the procedures related to the management of clients’

accounts.

If the settlement failure is remedied within the period specified by the Committee,
the Defaulting Clearing Member shall be permitted to resume its activities, and the

Company shall notify the Authority and the Exchange of such decision.

If the settlement failure continues, the Company shall take the necessary actions,

including in particular the following:

a. Notify all clearing members and relevant market participants through the means

determined by the Company.

b. The Company shall manage the accounts of the clients of the Defaulting Clearing

Member.

c. Transfer the clients’ clearing accounts, including collateral, from the Defaulting

Clearing Member to another clearing member.

d. After ensuring that all transferable open positions have been transferred, the
Company shall calculate the net amounts payable at the level of each client
account, close the remaining open positions, and cover any losses resulting from

the closure of such positions using the collateral provided by the Defaulting
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Clearing Member, including initial margin. In all cases, no collateral recorded in
one client’s account may be used to cover the losses of another client.
e. Take any other measures necessary to mitigate losses and limit the impact on
liquidity.
f. Terminate the membership of the Defaulting Clearing Member and notify the
Authority, the Exchange, and the relevant market participants accordingly.
Article Y'Y

Financial Obligations in Case of Clearing Member failure to fulfill settlement

obligations
V. If a Clearing Member fails to pay any amounts due to the Company, the

Clearing Member shall be required to pay the financial obligations arising from
such delay. The Clearing Member shall be liable for a daily late payment charge
for the period from the due date until the actual date of payment.

The calculation shall be based on the net uncovered amount multiplied by the
lending rate announced by the Central Bank of Egypt from the due date of
payment until the date of full settlement, in addition to the contractual interest
specified in the provisions of the agreement concluded between the Company

and the Clearing Member.

Y. In the event that the Company incurs any losses or bears any costs as a result
of the Clearing Member’s failure to settle, the Company shall be entitled to
obtain additional compensation from the Clearing Member for such losses or

costs incurred during the period of non-compliance until the date of settlement.

Article Y¢
Porting Investors Accounts in Case of Failure to Meet Settlement Obligations

V. The Company shall provide detailed information regarding the investor, the
open positions, and the investor’s collateral balance to the receiving clearing
member.

Y. The company shall transfer the investor’s account balance to the receiving
clearing member, including all collateral.

Y. The defaulting clearing member shall waive the collateral when transferring
any of its investors’ open positions, and both the defaulting clearing member
and the receiving clearing member shall cooperate with the company to

facilitate the transfer process.

Article Y'¢

Using Available Resources in Case of Failure to Meet Settlement Obligations

In the event that any Clearing Member fails to fulfill its settlement obligations, the
resources of the Counterparty Guarantee Account shall be utilized in accordance
with the following order:
V. The contribution of the defaulting clearing member to the Counterparty
Guarantee Account.
Y. The company’s contribution to the Counterparty Guarantee Account.

Y. The initial contributions of the remaining clearing members to the
Counterparty Guarantee Account.
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¢, The amounts allocated from the Investor Protection Fund against Non-
Commercial Risks to the Counterparty Guarantee Account.

°.  The
Counterparty Guarantee Account.

supplementary contributions of clearing members to the

1. The company’s reserve.

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

The replenishment of the Counterparty Guarantee Account contributions shall be
ensured in accordance with the provisions set forth in these Rules.

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 (Y) to (V)
of this Article.

Article Y1

Additional Procedures in Case of Failure to Meet Settlement Obligations

If the case of failure to meet settlement obligations persists and the measures set out
in the first and second items of the preceding Article prove insufficient, the
Company may take one or more of the following measures:
V. Close and settle the open positions at a specified price at any stage of the
failure to fulfill settlement obligations.

Y.  Transferring the open positions in investors’ accounts to one or more
other clearing Members, subject to obtaining the consent of the clearing
Member to whom the transfer is made.

Y. Accept voluntary contributions from market participants.
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