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Purpose of the Letter:

The Letter is intended for use by market participants who have derivatives trading relationships that are potentially subject to regulatory margin requirements for non-cleared derivatives.

The Letter provides market participants with a standard form of communicating to their trading counterparties certain information necessary to determine if, and when, their trading relationships are, or may become, subject to regulatory initial margin requirements applicable to uncleared derivatives under one or more relevant regimes and the related documentation requirements.   

ISDA encourages market participants to begin preparations for initial margin requirements well before they come into scope of such requirements.  If a market participant does not have all the information sought in the Letter available immediately, they are encouraged to provide the information they have available as soon as possible.  They can later supplement the information provided with any additional information when such additional information becomes available.  

A general description of the expected initial margin phase-in compliance dates, AANA Thresholds and Observation Periods of the relevant Regimes is available at: http://assets.isda.org/media/5e7ce0f1/4f4fc9ed-pdf/ 

The information communicated in the Letter is subject to the italicized disclaimer at the beginning.

Summary of the Letter:

Part I of the Letter provides market participants with an opportunity to provide relevant biographical information about itself and its Margin Group (as defined below).  This information is necessary for identification and aggregation purposes.  Under many of the regulatory margin regimes, a number of key aspects, including the AANA (as defined below) are determined on an aggregated Margin Group basis. 

Part II of the Letter provides market participants with an opportunity to provide information regarding whether it has or expects to exceed the AANA Threshold on a regime-by-regime basis. If the parties otherwise meet the conditions to be in scope of a margin regime, this information is necessary to allow them to ascertain whether their relationship will be in scope for regulatory initial margin requirements.  

Use of the Letter by Agents/Asset Managers/Other Service Providers:
In order to avoid duplication and/or conflicting information, the Letter should only be used to provide information encompassing all non-cleared derivatives trading activity for a market participant.  Therefore, agents, asset managers and other service providers who trade on behalf of a client who may also be trading through other agents, asset managers and service providers or directly are not expected to complete the Letter on behalf of such client unless they have been directed to do so by such client after having been provided with information that encompasses all of such client’s non-cleared derivatives trading activity. Notwithstanding the foregoing, if an Agent/Asset Manager/Other Service Provider executes trades on behalf of a client in an amount in excess of the AANA Threshold, then it may complete the Letter reporting such client as in-scope for initial margin requirements for the relevant Regimes despite not having information encompassing all non-cleared derivatives trading activity for the client.   

Completing the Letter:

The responses to the Letter may be set forth in the SDL Answer Sheet accompanying the Letter.

The Letter may be used to provide the relevant information for multiple entities at once by providing the information for each entity on a separate row of the SDL Answer Sheet.  

Terms used in the Letter:

“AANA” means, for the purposes of a particular Regime, the average aggregate notional amount calculated in accordance with such Regime. 

”AANA Threshold” means, for the purposes of a particular Regime and a compliance date, the relevant AANA above which a party may be in-scope for initial margin under such Regime for such compliance date.

“AUS” means Australian Prudential Standard CPS 226 Margining and risk mitigation for non-centrally cleared derivatives published by the Australian Prudential Regulation Authority on December 6, 2016.

“BRA” means margin requirements adopted pursuant to Resolution nº. 4,662 of May 25, 2018, by the National Monetary Council (CMN), and Circular nº. 3,902, of May 30, 2018, by the Central Bank of Brazil.

“CAN” means Guideline E-22, Margin Requirements for Non-Centrally Cleared Derivatives issued by the Canadian Office of the Superintendent of Financial Institutions in February 2016.

“CEA” means the U.S. Commodity Exchange Act.

“EMIR” means Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC derivatives, central counterparties and trade repositories (and including the EMIR RTS).

“EMIR RTS” means the regulatory technical standards on risk-mitigation techniques for OTC-derivative contracts not cleared by a CCP made under Article 11(15) of EMIR and in force from time to time.

“EUWA” means the European Union (Withdrawal) Act 2018 (as amended).
“HK” means Chapter CR-G-14 “Non-centrally Cleared OTC Derivatives Transactions – Margin and Other Risk Mitigation Standards” in the Banking Supervisory Policy Manual issued by the Hong Kong Monetary Authority.

“HK SFC” means Part III of Schedule 10 to Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission of Hong Kong.
“JPN” means the margin rules adopted by the Financial Services Agency of Japan pursuant to Article 40, Item 2 of the Financial Instruments and Exchange Act (kin’yuu shouhin torihiki hou) (Act No. 25 of 1948) and by the Ministry of Agriculture, Forestry and Fisheries and the Ministry of Economy, Trade and Industry pursuant to the Commodity Derivatives Act (shouhin sakimono torihiki hou) (Act No. 239 of 1950) (including their subordinated regulations and the related supervisory guidelines).

“KOR”  means margin requirements adopted by the Korean Financial Services Commission and Financial Supervisory Service pursuant to the Financial Investment Services and Capital Markets Act.

“LEI” means a legal entity identifier.

“Margin Group” means, for the purposes of a particular Regime, the group of entities required to aggregate their AANA under such Regime.

“Observation Period” means, for the purposes of a particular Regime and a compliance date, the period for which the AANA is calculated for the purposes of determining whether a party is in-scope for initial margin under such Regime for such compliance date.

“Regime” means AUS, BRA, CAN, EMIR, HK, HK SFC, JPN, KOR, SA, SGP, SWI, UK, US-CFTC and/or US-PR, as applicable, including (i) any amendment, modification, re-enactment or consolidation of such law, statute or statutory provision, and (ii) any subordinate legislation made, amended, modified, re-enacted or consolidated under such law, statute or statutory provision in respect of any such Regime, in each case as implemented or in force as of the date of completion of the Letter.

“SA” means margin requirements adopted in South Africa from time to time pursuant to the Financial Markets Act, 2012.
“SGP” means the Guidelines on Margin Requirements for Non-centrally Cleared OTC Derivatives Contracts issued by the Monetary Authority of Singapore (MAS) pursuant to section 321 of the Securities and Futures Act, Chapter 289 of Singapore.
“SWI” means the margin rules adopted by the Swiss Federal Council pursuant to Article 110-111 of the Financial Market Infrastructure Act as well as Articles 100 to 107 and Annexes 3 to 5 of the Financial Market Infrastructure Ordinance.
“Ultimate Parent Entity” means, for the purposes of a particular Regime, the ultimate parent entity of the Margin Group under such Regime. 

“UK” means EMIR (including, for the avoidance of doubt, the EMIR RTS) as it forms part of UK domestic law by virtue of section 3 of the EUWA. 

“US-CFTC” means the margin requirements adopted by the U.S. Commodity Futures Trading Commission pursuant to CEA § 4s(e).

“US-PR” means the margin requirements adopted by a “prudential regulator,” (as defined in CEA § 1a(39)) pursuant to CEA § 4s(e) and Exchange Act § 15F(e).

______________________________________________________________________________

REGULATORY INITIAL MARGIN AANA SELF-DISCLOSURE LETTER

Dear Sir or Madam:

This letter (“Letter”) is sent to you (“Recipient”) on behalf of the entity or entities listed in the accompanying SDL Answer Sheet (along with their respective LEI(s)) (each, a “Notifying Entity”) for purposes of monitoring and planning for the potential phase-in of initial margin requirements for non-cleared derivatives under the margin rules of one or more Regimes applicable to the trading relationship between Recipient and Notifying Entity.

The information being communicated via this Letter is solely for purposes of making the determinations under the regulatory initial margin requirements applicable to uncleared derivatives as described above.  The party providing this information shall do so in good faith and agrees to update such information promptly upon becoming aware that any previously provided information is or has become inaccurate. The party receiving this information shall be deemed to agree that any inaccurate information provided solely via this Letter and/or the failure to update such information shall not constitute a misrepresentation, breach of agreement or any other contractual event on the part of the party providing such information, nor is such inaccurate information and/or failure to update such information intended to provide the party receiving such information with any contractual remedies. 

Part I: Entity and Margin Group Information

1. Legal Name of Entity

To answer this question, complete column 1 of the relevant row of the SDL Answer Sheet by inserting the entity’s legal name. 

What is the legal name of the entity?

2. LEI of Entity

To answer this question, complete column 2 of the relevant row of the SDL Answer Sheet by inserting the entity’s LEI. 
What is the entity’s LEI?

3. Legal Name of Ultimate Parent Entity in Margin Group, if applicable

To answer this question, complete column 3 of the relevant row of the SDL Answer Sheet by inserting the legal name of the Ultimate Parent Entity in the Margin Group, if applicable. Where multiple Notifying Entities are part of a single Margin Group, the response to this question is expected to be the same for each Notifying Entity in the Margin Group.
What is the legal name of the Ultimate Parent Entity in the Margin Group?

4. LEI of Ultimate Parent Entity in Margin Group, if any

To answer this question, complete column 4 of the relevant row of the SDL Answer Sheet by inserting the LEI of the Ultimate Parent Entity in the Margin Group (if applicable), or where not available, specify “not available”. Where multiple Notifying Entities are part of a single Margin Group, the response to this question is expected to be the same for each Notifying Entity in the Margin Group.
What is the LEI of the Ultimate Parent Entity in the Margin Group?

Part II: AANA Information

1. AANA Information – AANA Threshold Exceeded 

In column 5 of the SDL Answer Sheet, select the applicable year for which information is being communicated. For each Regime identified in columns 7 to 20 of the SDL Answer Sheet, insert an “X” if the Observation Period for the compliance date for that Regime in the selected year has (i) ended and Notifying Entity confirms that it has exceeded the AANA Threshold for that compliance date for such Regime or (ii) not yet ended but Notifying Entity expects to exceed the AANA Threshold for that compliance date for such Regime. This question is intended to allow Recipient to ascertain whether there will be a phase-in of initial margin requirements for the trading relationship between Recipient and Notifying Entity on the compliance date for each selected Regime in the selected year. Where multiple Notifying Entities are part of a single Margin Group, the response to this question is expected to be the same for each Notifying Entity in the Margin Group.

Insert an “X” in column 6 (the “All Regimes” column) and columns 7 to 20 relating to the specific Regimes may be left blank, if Notifying Entity has exceeded or expects to exceed the AANA Threshold for all Regimes for the compliance dates in the selected year (i.e. with respect to each Regime for which the Observation Period for the compliance date in the selected year has ended, Notifying Entity confirms that it has exceeded the AANA Threshold for such compliance date and Regime, and, with respect to each Regime for which the Observation Period for the compliance date in the selected year has not yet ended, Notifying Entity expects to exceed the AANA Threshold for such compliance date and Regime). 

For each Regime, if the Observation Period for the compliance date in the selected year for such Regime has ended as of the date of this Letter, does Notifying Entity confirm that it has exceeded the AANA Threshold for such compliance date for such Regime, or if the Observation Period for the compliance date in the selected year for such Regime has not ended as of the date of this Letter, does Notifying Entity expect to exceed the AANA Threshold for such compliance date for such Regime?

2. AANA Information – AANA Threshold Not Exceeded
In column 5 of the SDL Answer Sheet, select the applicable year for which information is being communicated.

Insert an “X” in column 21 (the “AANA Threshold Not Exceeded” column) and columns 6 to 20 relating to the specific Regimes may be left blank, if Notifying Entity has not exceeded or does not expect to exceed the AANA Threshold for any of the Regimes for the compliance dates in the selected year (i.e. with respect to each Regime for which the Observation Period for the compliance date in the selected year has ended, Notifying Entity confirms that it has not exceeded the AANA Threshold for such compliance date and Regime, and, with respect to each Regime for which the Observation Period for the compliance date in the selected year has not yet ended, Notifying Entity does not expect to exceed the AANA Threshold for such compliance date and Regime). 

For each Regime, if the Observation Period for the compliance date in the selected year for such Regime has ended as of the date of this Letter, does Notifying Entity confirm that it has not exceeded the AANA Threshold for such compliance date for such Regime, or if the Observation Period for the compliance date in the selected year for such Regime has not ended as of the date of this Letter, does Notifying Entity not expect to exceed the AANA Threshold for such compliance date for such Regime?

 [signature page follows]

Queries relating to this letter may be directed to the following address:

[Name]

[Title]

[Contact information]

[Legal Name of Entity Completing Letter]

By: ______________________________

Name of signatory: 

Title of signatory: 


� 	If this letter is being executed by an agent on behalf of one or more Notifying Entities, the agent should insert before the signature: “as agent for [insert name of account, client, fund, investor and/or other principal] OR [the accounts, clients, funds, investors and/or other principals named on the attached SDL Answer Sheet]”. Where this letter is being executed by a Notifying Entity on behalf of other Notifying Entities in a group, the Notifying Entity should insert before the signature: “on behalf of itself and on behalf of each of the other Notifying Entities named on the attached SDL Answer Sheet”.
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