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JCCH &, 7IMNIABID ) T) 7 NI AE L JCCH was established on December 24, 2004, to
TOEBEITHI0H. 20044F12024H123% 7% conduct independent centralized clearinghouse
Nkt Akt ot operations as a stock company.
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SN A ToCWET, tions for the transactions of all the 4 commodity

exchanges in Japan.
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Key benetfits

Formation of JCCH brings three major benefits:

(a) It increases of market integrity

JCCH acts as a counterparty to each transac-
tion, imposing itself as buyer to every seller and
seller to every buyer. This means that for each
market participants, the clearing and credit risks
exist only against JCCH, and this will dramatically
increase market integrity.

(b) More efficient funds management

Previously, each clearing participant had to
maintain separate clearing and settlement
accounts with each of the commodity exchanges
In Japan (accounts; a customer and a house
account at each of the exchanges). Under JCCH,
there is need for only one such account to be held
by each clearing participant at JCCH, thereby
offering the opportunity for netting total positions
at JCCH and far better funds management
capability for each clearing member.

(c) Streamlining of back office operation of
clearing participants

As marking-to-market operation and manage-
ment of margins are integrated in JCCH, back
office operation at clearing participants is stream-
lined and simplified.




Segregation of customer assets
EEEAEOSHIRERE

I | BlE, BEEE O LY U 7-REH
£12DWT, JCCH I L CIEBTHRE T A2 812L
DHCOGEE L TRETAZEFTBMH TS
NFEL72,

ORI, BROER N OFESROTINTAT
B NZBWTHIRHASNTWLED T,

BRIz, HGG LTS a5 | B AMRE L 725 &
THoTh, THFELZEEAIZOWTIE, JCCH 12
BOWTHREINTWDLIENS, FEEHIE, JCCH
WXL CHEEEL 723E L & 3R
nNET,

WK AIEE:

FCMs have to segregate customer assets from
their own money by depositing all clearing margins
of their customers with JCCH, and the new law
guarantees JCCH will give a right to request a
refund of the margin money to customers.

This is the same system available in Japanese
financial and securities derivatives markets.

In case of a default of a clearing participant, the
customers margin deposited at JCCH is perfectly
maintained, and customers can claim their credits
directly to JCCH.
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Commodity Exchange Market

First, the FCM's submit trading reports to all 4
exchanges confirming all proprietary and customer
trades for the day. The margin requirements for
each customer and house account are determined,
and the positions are marked-to-market based on
the closing prices that day.

Next, the clearing participants report to JCCH
regarding the customer profit/loss for the day, and
the margin money balances at JCCH are adjusted
accordingly.

JCCH calculates the netted amount for the
trading in all exchanges per clearing participant
and notifies the amount to clearing participants.

Clearing participants receive or pay the netted
amount of margin required as a result of marking-
to- market. Any payments must be made by noon
of the following business day.
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Clearing participants
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Clearing Participants at JCCH are designated
either as an“Individual Clearing Participant’or as
a“General Clearing Participant’in accordance with
each designated commodity market.

Individual clearing participants can accept and
clear trades on their own behalf or on behalf of
their customers, while general clearing partici-
pants may accept and clear trades on their own
behalf, on behalf of their customers and non-
clearing participants based upon‘commodity
clearing transaction”.

Before either designation is given to a prospec-
tive clearing participant, JCCH completes an
examination of the company books and records
according to the rules and regulations laid out in
the JCCH manual.
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In the event of a default

If any clearing participant does not meet the
deadline for the required daily payment to JCCH,
that participant is immediately suspended from
accepting any additional trades on behalf of custom-
ers, or placing trades on their own behalf. Also, they
can no longer accept margin deposits from customers.

JCCH then takes over the positions of the clearing
participant in default, and manages the positions and
margin deposits until all open contracts are settled.
JCCH will consolidate the open positions with the
positions of other clearing participants in good
standing.

By virtue of these actions, JCCH can fix the
amount of loss, if any, in each market.

In addition, in the event a clearing participant
default, JCCH entered into an agreement concerning
“Line of credit’with its designated clearing banks in
order to satisfy its operations efficientry. 1

When JCCH suffers a loss by default, JCCH is
compensated in each market in the following order :

1. The clearing margin on deposit from the default-
ing clearing participant, and clearing fund of the
clearing participant at JCCH.”2

2. The default reserve of JCCH.

3. The money received by the compensation for loss
or indemnity by the third party.3

4. The clearing funds which other clearing partici-
pants deposit to JCCH.

5. The liability of other clearing participants.

*]1 The amount designated as‘Line of credit’is configured
to consideration of the past clearing results.

*2  The financial resources specified above 1. in a certain
designated commodity market exceeds the loss in the
said market, as concerns the said exceeded part, is
allotted to compensation for the loss of other insufficient
market according to regulations that JCCH stipulated.

*3 This is the security reserve fund against default which
the establisher of the designated market bears, the
special deposit for default, and the liability insurance
which insured the establisher of the designated
commodity market.
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Company Profile

Trade Name
Principal Office

Telephone

Fax

Date of Incorporation

Capital

Commencement of Operations
Business Outline

Japan Commodity Clearing House Co.Ltd. (JCCH)

TT-2 Bldg. 7F 3-8-1 Nihombashi-Ningyocho,

Chuo-ku, Tokyo 103-0013 Japan

+81-3-5847-7521

+81-3-5847-7525

December 24, 2004

634.35 million Yen

May 2, 2005

To provide clearing and settlement services for the
transactions of all commodity exchanges in Japan (On April
25, 2005 JCCH got permission from the two competent
ministries, which are MAFF(Ministry of Agriculture,
Forestry and Fisheries) and METI(Ministry of Economy,
Trade and Industry))
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Website: http://www.jcch.co.jp
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