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The relevant requirements under the EU CCP Recovery and Resolution Regulation 

("CCPR")
1
 entered into force on 12 August 2022. 

 

Whilst the rules under CCPR will mainly affect EU central counterparties ("CCPs"), some 

of the rules will have an impact on SG as provider of clearing services in respect of EU CCPs 

as well as you as our client receiving clearing services in respect of EU CCPs. 

 

The purpose of this notification is to inform you (i) about how measures in a CCPs 

recovery plan may affect you (Article 9(23) CCPR), and (ii) of the potential losses or 

other costs that you may bear as a result of the application of the default management 

procedures and loss and position allocation arrangements under the CCPs operating 

rules (Article 38(8) of the European Market Infrastructure Regulation (EMIR), which 

is introduced by Article 87(7) CCPR). 

 
 

I. CCPR 

 
CCPR establishes a harmonised framework for the recovery and resolution of EU CCPs. 

CCPR is intended to ensure that both CCPs and their regulators will act decisively in a crisis 

scenario to keep CCPs providing their critical functions and to limit the impact on the 

financial system and on public funds. 

 

CCPR comprises the following three pillars: 

 
1. Preparation 

 
(a) Recovery plans 

 
CCPs are required to prepare recovery plans setting out measures they would take in 

crisis scenarios to restore their financial soundness and continue providing their 

critical  functions. Recovery plans are not standardised and will likely differ from CCP 

to CCP.                  CCP Recovery plans are required to include a comprehensive range of: 

 

(i) capital actions; 

 
(ii) loss allocation actions (including recovery cash calls and a reduction 

in the value of gains payable by the CCP to non-defaulting clearing 

members); 

 

(iii) position allocation actions; and 

 

(iv) liquidity actions, 

 

to maintain or restore the viability and financial soundness of the CCP. 

 

 
1 https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0023&from=EN  

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0023&from=EN
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(b) Resolution plans 

 
Resolution authorities are required to prepare resolution plans setting out the 

resolution  actions they would take if the CCP were likely to fail, in order to keep the 

CCP providing its critical functions and to limit the impact on the financial system 

and on public funds. 

 

(c) Resolvability 

 

Where a resolution authority identifies obstacles to the resolvability of a CCP in the 

course of the planning process, it can also require the CCP to take appropriate 

measures.  These measures may include changes to the CCPs operational or legal 

structure or to its pre-funded loss-absorbing resources. 

 

2. Early intervention 

 
Where a CCP is about to breach its prudential requirements, CCPR gives regulators powers 

to intervene before the problems become critical and the financial situation deteriorates 

irreparably. These powers may include requiring a CCP to undertake specific actions 

envisaged in its recovery plan or to make changes to its business strategy or legal or 

operational structure. 

 

3. Resolution 

 

CCPR gives resolution authorities resolution tools to manage the failure of a CCP in an 

orderly  way and to ensure that essential clearing functions and services are preserved. 

 

Specifically, CCPR envisages the following resolution tools: 

 
(a) the position and loss allocation tools, including: 

 
(i) the tear-up tool: This resolution tool allows the resolution authority 

to terminate specific clearing contracts to balance the books of the 

CCP. In  practice, this tool would be used by a resolution authority if 

a clearing member defaults, and its positions cannot be auctioned off. 

In these circumstances, the resolution authority would terminate 

corresponding opposing positions to re-balance the CCPs books. 

 

(ii) the variation margin gain haircut (VMGH) tool: This resolution 

tool  allows the resolution authority to reduce the amount the CCP 

owes a clearing member in respect of post-resolution variation margin 

gains due  in accordance with the CCPs process for paying variation 

margin. 
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(b) the write-down and conversion tool: This resolution tool allows the resolution 

authority to write down or convert instruments of ownership, debt instruments 

or other unsecured liabilities of the CCP. 

 

(c) the sale of business tool: This resolution tool allows the resolution authority 

to sell all or part of the failing CCP to another entity. 

 

(d) the bridge CCP tool: This resolution tool allows the resolution authority to 

separate out essential functions of a CCP and transfer them to a new CCP (the 

bridge CCP), which is controlled by the resolution authority. 

 

To apply the resolution tools, resolution authorities are given wide resolution 

powers,         including the power to: 

 

(a) close out and terminate financial contracts; 

 
(b) reduce the amount of variation margin due to a clearing member; 

 
(c) cancel or modify the terms of a contract with the CCP; 

 
(d) suspend payment and delivery obligations; 

 
(e) restrict security interest enforcement; and 

 
(f) suspend termination rights. 

 
The application of the resolution tools and powers under CCPR is subject to certain 

safeguards (such as the 'no creditor worse off' principle). CCPR does not apply these 

safeguards to the recovery plans or default management procedures discussed in Section II 

below. 

 

II. Impact on you 

 

Provisions introduced under CCPR require us to inform you: 

 
(a) if and in what way measures in the CCP’s recovery plan may affect you; and 

 
(b) of the potential losses or other costs that you may bear as a result of the 

application of the default management procedures and loss and position 

allocation arrangements under a CCP's operating rules. 

 

The measures described below may affect transactions we are clearing for ourselves as well 

as transactions we are clearing for you. The clearing agreement between us provides that we 

are only required to perform and pay our obligations to the extent the CCP performs and 

pays its corresponding obligations to us. Therefore, if the measures below are exercised, what 

we pay  or deliver to you may be correspondingly reduced. 
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In addition to the specific costs and losses set out below, you may incur further costs and losses 

as a result of any market disruptions ensuing from the financial difficulties of the relevant 

CCP or clearing member (such as increased margin requirements or stressed market 

circumstances  which may adversely impact the value of your transactions). 

 

1. CCP recovery plan measures 

 
If the CCP implements one or more of the measures contemplated in CCPR in its 

recovery  plan, you may incur costs and losses, the most relevant of which we expect to 

be the following: 

 

(a) Tear-up measures: The CCPs recovery plan may include tear-up measures 

similar to the resolution tear-up tool described in paragraph I.3(a)(i) above. If 

the CCP implements tear-up measures in respect of a transaction we are 

clearing  for you, the CCP will terminate the relevant transaction, perform a 

close-out calculation and pay any positive resulting sum to us. In this context, 

you may incur incidental costs in the process of the closing out of your 

transactions and you may incur additional costs if you decide to enter 

into a replacement  transaction. 

 

(b) VMGH measures: The CCPs recovery plan may also include VMGH 

measures similar to the VMGH tool described in paragraph I.3(a)(ii) above. 

If the CCP implements VMGH measures in respect of your variation margin, 

you            may lose the entire variation margin gain since the last variation margin 

call. 

 

2. Default management procedures 

 
In summary2, if a clearing member is declared to be in default under a CCP’s default 

management procedures, the CCP will usually try to transfer (port) transactions and assets 

related to the clients of that clearing member to another clearing member. If porting cannot 

be  achieved, the CCP will terminate the transactions related to the clients of that clearing 

member  and perform a close-out calculation in respect of them. If there is an amount owed 

by the CCP, the CCP may pay such amount directly to such clients subject to certain 

conditions, including  if it knows their identity. If the CCP does not pay directly to such 

clients, it will pay such amount to the defaulting clearing member (or its insolvency 

practitioner) for the account of the  clearing member's clients. 

 

If we are declared to be in default, you may incur costs and losses, the most relevant of 

which  we expect to be the following: 

 

 
2Please refer to Part One A of the FIA Clearing Member Disclosure Document for a more detailed description of 

a CCPs default management procedures.  
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(a) If your transactions and assets are ported, you may incur incidental costs for 

transferring your positions and assets to another clearing broker. 

 

(b) If your transactions are terminated and the resulting sum is paid directly to 

you,  you may incur incidental costs for closing out your transactions and 

paying the       resulting sum directly to you, and you may incur additional costs 

if you decide  to enter into replacement transactions. 

 

(c) If your transactions are terminated and the resulting sum is paid to us, you 

may  incur the costs and losses described in the paragraph above and additional 

losses  resulting from our insolvency (which are explained in more detail in 

Part One C of the FIA Clearing Member Disclosure Document). 
 

If another clearing member is declared to be in default, we may receive a default fund 

contribution top-up call, which we may be entitled to pass on to you under the client clearing 

agreement between us. 

 

Please also refer to Part One B of the FIA Clearing Member Disclosure Document, "Will you 

get back the same type of asset as you originally provided to us as margin for a Client 

Transaction?" for a description of the type of compensation you may receive under a CCP’s 

default management procedures. 

 

3. CCP loss and position allocation tools 

 

If the CCP implements one or more of the loss and position allocation arrangements under 

its operating rules, you may incur costs and losses, the most relevant of which we expect to 

be in  respect of tear-up measures and VMGH measures. We have explained the relevant 

losses and costs in those circumstances in paragraph II.1 above. 

 

III. Disclaimer 

 
Recovery plans are not public and clearing members have to rely on voluntary disclosures 

by CCPs. Additionally, CCPs may take actions which are not reflected in the information 

they have provided. Therefore, there may be other ways in which a CCP's recovery plan may 

impact you which are not reflected in this notification. 

 

The information in this notification is based on the general provisions of CCPR and 

EMIR. 

 

There is only limited information made available by CCPs to date: 

 

(i) Eurex website disclosure "General Provisions" – General Clearing Provisions in 

accordance with the CCP Recovery and Resolution Regulation dated 12 August 
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2022;3 

 

(ii) EuroCCP website disclosure "Clearing Rules - consultation of rule book changes 

July 2022" dated 4 July 2022;4 

 

(iii) Nasdaq5 Clearing client communication "Notice Regarding Proposed Amendments 

to the Clearing Rules of Nasdaq Derivatives Markets" dated 2 August 2022. 

 

This notification may be updated from time to time as CCPs disclose information about their 

recovery plans or to reflect regulatory guidance. Clients are therefore advised to consult the 

latest version of this notification using the web links which is made available in the footnotes. 

 

This notification does not constitute legal or any other form of advice and must not be relied 

on as such. This notification provides a high-level overview of a complex and new area of law, 

the effect of which will vary depending on the specific facts of any particular case. You and, 

where applicable, your clients may wish to appoint independent professional advisors to advise 

you on this. 

 

This notification is not an exhaustive information document, please also refer to other 

disclosure documents on other aspects of CCPR and EMIR. 

 

If you have questions in the meantime, please contact your usual Relationship Manager. 
 

 

 

 

 

 

 
3https://www.eurex.com/resource/blob/280396/238df5cbd499c1c8d9182638fcff3f84/data/k01-
chapter01_ab_2022_08_12.pdf 
4 https://www.euroccp.com/euroccp_resources/news_flashes/clearing-rules-consultation-of-rule-book-
changes-july-2022 
5 https://www.nasdaq.com/solutions/rules-regulations-derivatives-rules 

 

https://www.eurex.com/resource/blob/280396/238df5cbd499c1c8d9182638fcff3f84/data/k01-chapter01_ab_2022_08_12.pdf
https://www.eurex.com/resource/blob/280396/238df5cbd499c1c8d9182638fcff3f84/data/k01-chapter01_ab_2022_08_12.pdf
https://www.euroccp.com/euroccp_resources/news_flashes/clearing-rules-consultation-of-rule-book-changes-july-2022
https://www.euroccp.com/euroccp_resources/news_flashes/clearing-rules-consultation-of-rule-book-changes-july-2022
https://nam10.safelinks.protection.outlook.com/?url=https%3A%2F%2Fclicktime.symantec.com%2F15sMvPJbpnmRuZ1LMwhwB%3Fh%3DKDXYCFqyc87m5vVHJGOPOlxRt-0TJbF6P5SDX2_4fxg%3D%26u%3Dhttps%3A%2F%2Furldefense.com%2Fv3%2F__https%3A%2Fwww.nasdaq.com%2Fsolutions%2Frules-regulations-derivatives-rules__%253B%2521%2521I2XIyG2ANlwasLbx%2521RTBWHLVflHMNzxjGD1RAJhUkaPTcmqCgs7NALDmUl9uzDDMX_plIyKUXQsxFZPC-ecwtXHVEQleIwxpLpZJnjOtQ7K7M1w%2524&data=05%7C01%7Cmsiraj%40fia.org%7C5942a56716104cd3fc6a08da7bb50a1c%7Cc0241d5703864df59cc5d699251eb2da%7C0%7C0%7C637958314793344237%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=%2FEssfu59M%2BAy1T%2Fsw4%2F9Anphk7HeIMgoWuFzrwU5GF0%3D&reserved=0


 

 
 

Disclaimer 

This document is for information purposes only subject to change without notice. 

This document is issued by Prime Services & Clearing, a division of Global Markets within Société Générale 

(“SG”). THIS DOCUMENT IS FOR THE EXCLUSIVE USE OF INVESTORS ACTING ON THEIR OWN 

ACCOUNT AND CATEGORISED EITHER AS “ELIGIBLE COUNTERPARTIES” OR “PROFESSIONAL 

CLIENTS” WITHIN THE MEANING OF MARKETS IN FINANCIAL INSTRUMENTS DIRECTIVE 

2014/65/EU (EU MIFID) AND THE AMENDED, ONSHORED VERSION OF EU MIFID AND ITS 

ACCOMPANYING REGULATION UNDER THE EU (WITHDRAWAL) ACT 2018 AND THE MARKETS 

IN FINANCIAL INSTRUMENTS (AMENDMENT) (EU EXIT) REGULATIONS 2018 (COLLECTIVELY, UK 

MIFID).  IT CANNOT BE DISCLOSED TO YOUR CLIENTS OR ANY OTHER THIRD PARTY. 

Use of this communication with or by any other party is prohibited. The contents of this document are given for 

purely indicative purposes and have no contractual value. The information herein is not intended to be a 

recommendation, advice, an offer to buy or sell, or a solicitation of an offer to buy or sell any financial product. 

SG makes no representation or warranty that the information contained herein is accurate, current, complete, fair 

or correct or that any transaction is appropriate for any person and it should not be relied on as such. SG accepts 

no liability for any direct, indirect, incidental or consequential damages or losses arising from the use of this report 

or its content. This report is not to be construed as providing investment services in any jurisdiction where the 

provision of such services would be illegal. 

This document may be sent to you via the Internet. Accordingly, you hereby accept the risks related to the use of 

this means of communication. In particular, but without limitation, SG shall in no way be liable to you in the event 

of any network or Internet access disruption or failure, or for any connection timeouts or delays. 

Societe Generale is a French credit institution (bank) that is authorised and supervised by the European Central 

Bank (ECB) and the Autorité de Contrôle Prudentiel et de Résolution (ACPR) (the French Prudential Control and 

Resolution Authority) and regulated by the Autorité des marchés financiers (the French financial markets 

regulator) (AMF). 

For any complaint you may have, please contact us using the following link : 

https://wholesale.banking.societegenerale.com/en/compliance-regulatory-information/useful-information/client-

claim/  

As a consequence of the current geopolitical turmoil involving Russia and Ukraine financial markets are going 

through a severe market downturn marked by distressed asset valuations, increased volatility and high uncertainty 

on potential future evolutions. In these troubled market conditions investors should thoroughly analyze the risks 

and benefits of their financial decisions, taking into consideration all potential implications of the particular 

current situation. 

NOTICE TO U.S. INVESTORS:  

IRS CIRCULAR 230 DISCLOSURE: SG does not provide tax advice. Please note that (i) any discussion of US 

tax matters contained in this communication cannot be used by you for the purpose of avoiding tax penalties; (ii) 

this communication was written to support the promotion or marketing of the matters addressed herein; (iii) you 

should seek advice based on your particular circumstances from an independent tax advisor. 

Dodd-Frank Disclaimer: If you are a “U.S. person” (as defined by the U.S. Commodity Futures Trading 

Commission), please visit http://swapdisclosure.sgcib.com for important information with respect to derivative 

products. By transacting with Societe Generale, you are deemed to acknowledge that you have read and accepted 

the information provided on the website.  

NOTICE TO CLIENTS OF SG AMERICAS SECURITIES LLC: This document is for information purposes 

only and has no contractual value.  To the maximum extent possible at law, SG Americas Securities, LLC 

(“SGAS”) does not accept any liability arising from the use of this document or information contained herein. 

This document does not constitute an offer, or an invitation to make an offer, from SGAS to subscribe for, 

purchase or sell a product or to execute a product referred to in this document. 

The accuracy, completeness or relevance of the information which has been drawn from external sources is not 

guaranteed although it is drawn from sources reasonably believed to be reliable. Subject to any applicable law, 

SGAS shall not assume any liability in this respect.  In addition, the views reflected herein may change without 

notice and SGAS’s sales personnel and traders may issue at any time other material (including on the same 

product or issuer) that are inconsistent with, and reach different conclusions from, the information presented 

herein. No updates to this document are planned. In the event that the reader is unsure as to whether the facts in 

this document are up-to-date at the time of their proposed investment, then they should seek independent advice. 

Additional information is available upon request. This document is proprietary and should not be reproduced, 

published or redistributed without the prior written consent of SGAS or its affiliates. 

https://wholesale.banking.societegenerale.com/en/compliance-regulatory-information/useful-information/client-claim/
https://wholesale.banking.societegenerale.com/en/compliance-regulatory-information/useful-information/client-claim/


 

 
 

SGAS is a wholly-owned subsidiary of SG Americas Securities Holdings, LLC, which is a wholly-owned 

subsidiary of Société Générale, a French bank.  SG is a U.S.-registered broker-dealer, futures commission 

merchant, and a member of the National Futures Association, Financial Industry Regulatory Authority and 

numerous U.S. and foreign futures and securities exchanges and clearing organizations. 

 

NOTICE TO RECIPIENTS IN EMEA: Societe Generale International Limited (“SGIL”) is a wholly owned 

subsidiary of Société Générale. SGIL is authorised and regulated by the Financial Conduct Authority. SGIL does 

not deal with, or for, Retail Clients (as defined by the 2014/65/EU Directive on markets in financial instruments). 

SGIL is a Swap Dealer registered with the CFTC and NFA. 

Due to international regulations not all financial instruments/services may be available to all clients. You should 

be aware of and observe any such restrictions when considering a potential investment decision. 

THE DISTRIBUTION OF THIS DOCUMENT IN CERTAIN JURISDICTIONS MAY BE PROHIBITED OR 

RESTRICTED BY LAW AND PERSONS WITH ACCESS TO THIS DOCUMENT MUST OBSERVE ANY 

SUCH PROHIBITIONS AND RESTRICTIONS. BY ACCEPTING THIS DOCUMENT YOU AGREE TO BE 

BOUND BY THE FOREGOING. 

© 2022 Société Générale and its affiliates. All rights reserved. 

 

This Document is distributed by SG London Branch: Societe Generale London Branch is authorised by the 

Prudential Regulation Authority with deemed variation of permission and is subject to regulation by the 

Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details of the 

Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a limited period while 

seeking full authorisation, are available on the Financial Conduct Authority’s website. 

 

Societe Generale Corporate and Investment Banking. One Bank Street, Canary Wharf, E14 4SG London, 

UNITED KINGDOM. Website: www.sgcib.com – Tel: +44 (0)20 7676 6000 

 

 

 


