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1. SECTION 1: INTERPRETATION AND DEFINITIONS

1.1 Definitions

In these clearing rules, unless otherwise clearly indicated by, or inconsistent with the context, the following terms have

the meanings that are assigned to them hereunder, namely -

IIActll

"additional margin"

"aggregate position"

"agricultural derivatives

"agricultural product"

"assign"

"authorised bank"

means the Financial Markets Act (Act No. 19 of 2012) and any regulatory

instrument prescribed thereunder by the Minister of Finance or the FSCA;

means -

(@) the margin, in addition to initial margin, deposited by an exchange
member with its clearing member as agreed upon between the parties

in terms of the clearing agreement; or

(b) the margin, in addition to initial margin, deposited by a client with its
exchange member as agreed upon between the parties in terms of the

client agreement;

means, collectively, all the proprietary positions in related exchange contracts
registered in the name of an exchange member or, collectively, all the
positions in related exchange contracts registered in the name of a client who

has traded with a particular exchange member to open such positions;

means those commodity securities which are derivative instruments and the

financial terms of which are determined by an underlying agricultural product;

has the same meaning as contemplated in the Marketing of Agricultural
Products Act, 1996 (Act No. 47 of 1996);

means the exercise by JSE Clear of its right in terms of an option contract to
buy or sell the underlying instrument of the option contract from or to a person

holding a short position in the option contract;

means a branch of an Authorised Dealer which, in terms of Exchange Control

Regulation 14, has been appointed to administer securities control;



"Authorised Dealer"

"authorised user"
"bank"

“bank clearing member”
"bonds"

"branch of a foreign bank"

"business day" or " day"

Ilbuyll

"call option contract"

IS

means, in relation to any transaction in respect of gold, a person authorised by

the Treasury to deal in gold and, in relation to any transactions in respect of
foreign exchange, a person authorised by the Treasury to deal in foreign

exchange;

has the same meaning as that contained in section 1 of the Act;

has the same meaning as that contained in section 1 of the Act;

means a clearing member that is also a bank;

means debt securities which create or acknowledge indebtedness of the issuer;

means a foreign institution which is authorised in terms of the Banks Act, 1990
(Act No. 94 of 1990) to conduct the business of a bank by means of a branch in

the Republic;

means any day except a Saturday, Sunday, public holiday or any other day on

which JSE Clear is closed;

means, in relation to derivative securities, to enter into either -

(@) afutures contract in terms of which the buyer is obliged to take delivery
of the underlying instrument from the seller at the agreed price on the
future date or to pay an amount of money to the seller if, on the future
date, the price or value of the underlying instrument is less than the

agreed price; or

(b) an option contract in terms of which the buyer obtains the right from the
seller to buy or sell the underlying instrument of the option contract at

the agreed price from or to the seller on or before the future date;

means a contract, in terms of which the holder of a long position in the call option
contract has obtained the right to buy, and the holder of a short position must, if
the option is exercised, sell, the underlying instrument of the option contract from
or to JSE Clear on or before the future date at the strike price in accordance with

the exchange rules and the contract specification of the option contract;



"capital adequacy requirement"

"capital adequacy return"

"cash settled futures contract”

"central counterparty"

“Chief Compliance Officer”

“Chief Executive Officer”

“Chief Information Technology

Officer”

"Chief Risk Officer"

"clearing"

"clearing agreement”

"clearing house"

IS

means the capital requirements applicable to clearing members as determined

by JSE Clear in these clearing rules and the directives;

means the submission by a clearing member of its capital adequacy position to

JSE Clear in the manner and form specified by JSE Clear;

means a futures contract contemplated in part (b) of the definition of futures

contract in this rule 1.1;
has the same meaning as that contained in section 1 of the Act;

means the prescribed officer of JSE Clear responsible for the compliance
function of JSE Clear;

means the person appointed by the controlling body as the Chief Executive
Officer of JSE Clear;

means the prescribed officer of JSE Clear responsible for the information

technology function of JSE Clear;

means the prescribed officer of JSE Clear responsible for the risk function of
JSE Clear;

means the process in terms of which JSE Clear acts as central counterparty by
becoming the buyer to the seller and the seller to the buyer in every trade,
whereupon the clearing member acting for the buyer and/or seller guarantees
to JSE Clear all obligations arising out of any position resulting from such trade

in terms of these clearing rules;

means a written agreement entered into between a clearing member and an
exchange member in terms of which the clearing member provides clearing
services to the exchange member and the clients of the exchange member, and
the exchange member guarantees to the clearing member the performance of
the obligations arising out of the positions of the exchange member and the

clients of the exchange member;

has the same meaning as that contained in section 1 of the Act;



"clearing house agreement"

“clearing manager”

"clearing member"

"clearing rules"
“clearing services”

"client"

"client agreement”

"close out"

IS

means a written agreement entered into between a clearing member and JSE

Clear in terms of which the clearing member guarantees to JSE Clear all of the
obligations arising out of its proprietary positions as an exchange member, the
positions of its clients as an exchange member, the proprietary positions of the
exchange members with which it has entered a clearing agreement and the

positions of the clients of such exchange members;

means a person appointed by a clearing member who assumes overall
responsibility for the clearing member's activities and services performed in

terms of these rules;

means a person authorised by JSE Clear to perform clearing services in terms
of these clearing rules and who has entered into a clearing house agreement
with JSE Clear;

means these clearing rules issued in pursuance of section 53 of the Act;
has the same meaning as that contained in Section 1 of the Act;

means any person to whom an exchange member or clearing member provides
securities services in terms of the exchange rules and/or these clearing rules,
and includes a person that acts as an agent for another person in relation to
those services, in which case it will include the agent or exclude the other person
if the contractual arrangement between the parties indicates this to be the
intention. For the purpose of these clearing rules, a clearing member provides
clearing services to its own clients as an exchange member, to the exchange
members with whom it enters into clearing agreements and to the clients of

those exchange members;

means an agreement between an exchange member and a client, as prescribed

by the exchange rules;

means the cancellation of a position in one direction with an equal and opposite
position (e.g. a long position in an exchange contract is cancelled by a short

position in the same exchange contract);
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"commodity derivatives market"

"commodity derivatives”

"common monetary area"
"Companies Act"

"contract specification"

"controlling body"

"corporate action"

"default"

“Default Fund”

“default margin”

IS

means the market operated by the JSE in terms of the Act to facilitate trading in

commaodity securities;

means those derivative securities, the financial terms of which are determined

by an underlying commodity;
means the Republic of South Africa, Lesotho, Namibia and Swaziland;
means the Companies Act, 2008 (Act No. 71 of 2008);

means the standard terms and formal requirements of a futures or option

contract as determined by an exchange;

means the board of directors of JSE Clear, which is the governing body

managing the affairs of JSE Clear;

means an action taken by an issuer or any other entity or third party, which
affects the registered owner and the beneficial owner of derivative securities in

terms of an entitlement;

means a default by a client, an exchange member or a clearing member as

contemplated in Section 10;

means the JSE Clear Default Fund established and used for the custody and
administration of the collateral posted by JSE Clear and the default margin paid
by clearing members, to be applied in the manner set out in the clearing rules in

the event of a default of a clearing member;

means —

(@) the margin paid as collateral by clearing members to the Default Fund
for the due performance of clearing members’ obligations as set out in

the clearing rules; and/or

(b) the securities - specifically South African Government Bonds listed on
the JSE, as determined by JSE Clear - pledged by clearing members
to JSE Clear, in accordance with section 39 of the Act, representing

collateral provided by clearing members to the Default Fund for the due
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"derivative instruments"

“derivative securities”

"Disciplinary Committee"

"dispute”

"effective date”

"employee"

"equity derivatives market"

"exchange"

"exchange contract"

“exchange member”

"Exchange Control Regulations

IS

performance of clearing members’ obligations as set out in the rules;

has the same meaning as that contained in section 1 of the Act;
means those derivative instruments that are exchange contracts and traded on
the exchange in terms of the exchange rules;

means the committee appointed in terms of rule 9.5;

means any dispute arising between any of the persons bound by these clearing

rules and which JSE Clear declares to be a dispute in terms of rule 8.9;
means the date of the coming into operation of these clearing rules;

means a person engaged by a clearing member within that area of its business

that operates as a clearing member;

means the market operated by the JSE in terms of the Act to facilitate trading in

equity derivatives;

has the same meaning as that contained in section 1 of the Act, and for the
purpose of these rules refers to an exchange that has appointed JSE Clear as

a clearing house;

means either a futures contract in terms of which the expiry month is specified
or an option contract in terms of which the expiry month, the strike price, and

whether it is a put option contract or a call option contract, is specified;
means an authorised user of the JSE, authorised to trade in the following
markets:
(@) JSE Equity Derivatives Market; and/or
(b) JSE Interest Rate and Currency Derivatives Market; and/or
(c) JSE Commodity Derivatives Market;
means the Exchange Control Regulations, 1961, as promulgated by

Government Notice R1111 of 1 December 1961, as amended, made in terms of
Section 9 of the Currency and Exchanges Act, 1933 (Act No 9 of 1933);
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"exchange rules"

"executive director"

"exercise"

"expiry month"

"external company"

“external market infrastructure”

"FSCA"

"FSR Act"

"futures contract"”

IS

means the rules issued by a licensed exchange in terms of section 17 of the Act;

means a person appointed as a director of a clearing member under the
Companies Act and who, in terms of a contract of employment with such

member, is in its employ;

means, in relation to the registered holder of a long position in an option contract,
to exercise its right to buy or sell the underlying instrument of the option contract

at the strike price on or before the future date;

means in relation to a futures or option contract, the month in which the positions
in such exchange contracts expire on the date and at the time as contained in

the contract specification of the futures or option contract;

means an external company as defined in Section 1 of the Companies Act and

registered in terms of Section 23 of the Companies Act;
has the same meaning as that contained in Section 1 of the Act;

means the Financial Sector Conduct Authority established in terms of section
56(1) of the FSR Act;

means the Financial Sector Regulation Act 9 of 2017;

means a contract, the effect of which is that -

(@) a person agrees to deliver the underlying instrument to or receive it

from another person at an agreed price on a future date; or

(b) a person will pay to or receive from another person an amount of
money according to whether, on the future date, the price or value of
the underlying instrument is higher or lower than the agreed price on

that future date,

in accordance with the exchange rules and the contract specification of the
futures contract, and which is included in the list of derivatives securities kept by

an exchange in terms of the Act;



"initial margin"

“insolvency administrator”
“insolvency proceeding”
"in writing"

IIJSEII

“JSE Clear”

“JSE clearing member”

"JSE Clear Gazette"

"JSE Clear Executive"

"long position"
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IS

means the amount of money paid to, or the South African Government Bonds
listed on the JSE, as determined by JSE Clear pledged to, JSE Clear in

accordance with section 39 of the Act, as determined by JSE Clear and held in

respect of the aggregate position of an exchange member or a client;
has the same meaning as that contained in Section 1 of the Act;
has the same meaning as that contained in Section 1 of the Act;
has the same meaning as that contained in section 1 of the Act;

means JSE Limited, a company duly registered and incorporated with limited
liability under the company laws of the Republic, licensed to operate an

exchange under the Act;

means JSE Clear Limited, a company duly registered and incorporated with
limited liability under the company laws of the Republic, licensed to operate as

an independent clearing house and central counterparty under the Act;

means a person authorised by the JSE, prior to the effective date of these

clearing rules, to perform clearing services in terms of the exchange rules;

means a gazette published by JSE Clear under the authority of the JSE Clear

Executive;

means the Chief Executive Officer and such other officials of JSE Clear as the
Chief Executive Officer may from time to time decide will serve on the JSE

Clear's top management;

means a number of exchange contracts registered by JSE Clear in the name of

an exchange member or client in terms of which -

(@) in relation to futures contracts, the exchange member or the client is
obliged to take delivery of the underlying instrument from the seller at
the agreed price on the future date; or to pay an amount of money to
the seller if, on the future date, the price or value of the underlying

instrument is less than the agreed price; or
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"margin”

"margin category"

“Market Improvement Fund”

“market infrastructure”

"mark-to-market"

“non-bank clearing member”

"non-resident”

"non-resident account"

"non-resident client"

"officer"
“option contract"
“participant”

"physically settled futures

contract"

"position"

IS

(b) in relation to option contracts, the exchange member or client has the

right to buy or sell the underlying instrument of the option contract at

the agreed price on or before the future date;

means either initial margin, variation margin, additional margin or retained

margin, as the context may require;

means the margin category, expressed as a percentage of the initial margin,
which is allocated to a non-resident client by the exchange member when the

non-resident client is registered;

means the JSE Clear Market Improvement Fund, established in terms of rule

2.10 of these rules;
has the same meaning as that contained in Section 1 of the Act;

means the revaluation of a position in the exchange contract at its current market

value;
means a clearing member that is not also a bank;

means a person (i.e. a natural person or legal entity) whose normal place of

residency or domicile or registration is outside the common monetary area;
means the account of a non-resident;

means a non-resident who has been registered by JSE Clear as a non-resident

client of an exchange member;

means an executive director or a registered officer of a clearing member;
means a put option contract or a call option contract, as the context may require;
has the same meaning as that contained in Section 1 of the Act;

means a futures contract contemplated in part (a) of the definition of a futures

contract in this rule 1.1;

means either a long position or a short position;



"prescribed agreements

"proprietary position"

“Prudential Authority”

"put option contract"

"registered officer"

"regulation”

"related exchange contracts

"Republic”
“Reserve Bank”

"resident”

"resident client"

"retained margin"

15

IS

means the agreements, the basic terms and formal requirements of which have

been specified by JSE Clear;

means a position registered by JSE Clear in the name of an exchange member

for the exchange member's own account;

means the Prudential Authority established in terms of section 32(1) of the FSR
Act;

means a contract in terms of which the holder of a long position in the put option
contract has obtained the right to sell, and the holder of a short position must, if
the option is exercised, buy, the underlying instrument of the option contract to
or from JSE Clear on or before the future date at the strike price in accordance

with these clearing rules and the contract specification of the option contract;

means the clearing manager or other officer registered by JSE Clear as such in

the name of the clearing member;
has the same meaning as that contained in section 1 of the Act;

means those exchange contracts which JSE Clear decides have such
characteristics in common that the risk of loss in one of the exchange contracts
may be reduced by an off-setting position in any of the other, or a combination

of the other, exchange contracts in the group of related exchange contracts;
means the Republic of South Africa;
has the same meaning as that contained in section 1 of the FSR Act;

means a natural person who is resident in the common monetary area, or a legal
entity registered in such area, and includes a partnership or an external

company;

means a resident who has been registered by JSE Clear as a resident client of

an exchange member;

means the margin paid by a client to an exchange member for an intended trade
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"securities"

“sellll

“settle”

"short position"

“SRO Oversight Committee”

"strike price"

IS

or margin due to a client which the exchange member has retained in

anticipation of a trade;

has the same meaning as that contained in section 1 of the Act;

means, in relation to derivative securities, to enter either -

(a)

a futures contract in terms of which the seller is obliged to make
delivery of the underlying instrument to the buyer at the agreed price
on the future date; or to pay an amount of money to the buyer if, on the
future date, the price or value of the underlying instrument is greater

than the agreed price; or

an option contract in terms of which the seller grants the right to the
buyer to buy or sell the underlying instrument of the option contract
from, or sell it to, the seller at the agreed price on or before the future

date;

has the same meaning as that contained in section 1 of the Act;

means a number of derivatives exchange contracts registered by JSE Clear in

the name of an exchange member or client in terms of which -

(@)

in relation to futures contracts, the exchange member or client is
obliged to make delivery of the underlying instrument at the agreed
price on the future date or to pay an amount of money if, on the future
date, the price or value of the underlying instrument is greater than the

agreed price; or

in relation to option contracts, the exchange member or client has
granted the right to another person to buy or sell the underlying
instrument of the option contract at the agreed price on or before the

future date;

means the JSE Clear Board sub-committee responsible for overseeing the

regulatory functions of JSE Clear;

means the price or yield at which the person in whose name a long position in

an option contract is registered has the right to buy or sell the underlying



"SWIFT"

"SWIFT non-resident account

notification”

“systemically important financial

institution”
"trade"
"transaction"

"Treasury"

"Tribunal"

"trustees”

"underlying instrument"

"variation margin"

17

IS

instrument of the option contract;
means the Society for Worldwide Interbank Financial Telecommunications;

means the notification, utilising the SWIFT network, from JSE Clear's nominated
SWIFT agent to the authorised bank, instructing the authorised bank to receive
payment of interest into a non-resident account in the amount specified in the

notification;

has the same meaning as that contained in section 1 of the FSR Act;

means to buy or to sell derivative securities;
has the same meaning as that contained in section 1 of the Act;

means National Treasury, a department of the government of the Republic of
South Africa;

means the Financial Services Tribunal established in terms of section 219(1) of
the FSR Act;

means the trustees of the Market Improvement Fund;

means the corporeal or incorporeal thing, asset, index as referred to in the
definition of "securities" in section 1 of the Act, currency, rate of interest or any
other factor which is the subject matter of a futures contract or an option contract,

or the futures contract that is the subject matter of an option contract;

means the amount of margin payable in terms of rule 5.4.2.



1.2
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IS

Interpretation

In these clearing rules, unless otherwise clearly indicated by, or inconsistent with the context -

1.2.1

1.2.2

1.2.3

a reference to one gender includes a reference to all other genders;
the singular includes the plural, and vice versa;

all the terms defined in the Act and the FSR Act bear the same meaning in the rules as are assigned to them
in the Act and the FSR Act.
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2.  SECTION 2: GENERAL PROVISIONS

2.1

2.11

212

2.2

221

222

223

224

2.3

2.3.1

19

Powers exercisable by the controlling body
The management and control of JSE Clear is exercised by the controlling body.

The controlling body may, in addition to the powers and authorities expressly conferred upon it by the Act,
JSE Clear's Memorandum of Incorporation, and these clearing rules, exercise all such powers and do all

such things as may be exercised or done by JSE Clear.
Emergency powers

In order that the business of JSE Clear be carried out with due regard to the interests of the public in a fair
and orderly market, JSE Clear may, in addition to the powers given in terms of the Act, in circumstances of
emergency, restrict or suspend the clearing and settlement of any transactions in any or all of the securities
cleared by JSE Clear.

Circumstances of emergency include but are not limited to: the closing of an exchange that has appointed
JSE Clear as a clearing house; an extended power failure; a state of war or threatening hostilities; acts of
state affecting the market or the due performance of trades or any position; any change in the law affecting
the market or the due performance of trades or positions, and any other situation or circumstances affecting,
in the opinion of JSE Clear, a fair and orderly market for the clearing and/or settiement of derivative

securities.

If the trading in any security or commodity on any exchange or market ceases, the JSE Clear Executive will
consider the cessation of the clearing and/or settlement of any derivative securities for which such security

or commodity comprises the underlying instrument of the derivative security concerned.

In the event of any of the circumstances contemplated in this rule 2.2 occurring, the Chief Executive Officer
will notify the FSCA, the Prudential Authority and the exchanges that have appointed JSE Clear as a clearing
house of such circumstances and will co-operate with the FSCA to restore and maintain a fair and orderly

market.
Committees
Advisory Committees

2.3.1.1  The controlling body will appoint advisory committees.
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The function of the advisory committees is to make recommendations to the JSE Clear Executive

on operational issues.
An advisory committee must consist of —

2.3.1.3.1 a chairperson, who must be the JSE Clear Executive member responsible for the

area in question; and

23132 such persons as the chairperson, in consultation with the JSE Clear Executive and
the controlling body, must appoint by reason of their knowledge of, or experience
in, the securities or other relevant markets, and which must include representatives

of members of JSE Clear.
The advisory committees must make recommendations by reasonable consensus.

In the event that an advisory committee is not able to reach reasonable consensus on any issue
considered by it, the conflicting views on the issue in question must be advised to the JSE Clear

Executive.

Rules Committee

2.3.21

23.2.2

A Rules Committee must be established to consider and adopt all proposed amendments to the

clearing rules and directives in accordance with rule 2.6.

The Rules Committee consists of the Chief Risk Officer and the Legal Counsel of JSE Clear.

Membership Committee

2.3.31

2332

2333

2334

A Membership Committee must be established to consider applications for membership and the
provision of clearing services, as well as the termination of membership and the withdrawal of

authority to perform clearing services.
The functions of the Membership Committee are to —

authorise applications for membership and for the provision of clearing services in accordance
with rule 3.8.

terminate membership on a voluntary basis following notice from the clearing member to do so,

in accordance with rule 3.9.
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23341 provisionally or finally terminate membership on an involuntary basis in accordance
with rule 3.11; and

2.3.34.2 withdraw the authority of a clearing member to perform a clearing service.
2.3.3.5  The Membership Committee consists of -

2.3.3.5.1 the Legal Counsel of JSE Clear; and

23352 the Chief Risk Officer.
Clearing rules and directives
Effective date of the clearing rules and directives

The clearing rules and directives become effective on a date to be determined by the controlling body,
subject to the conditions imposed by the FSCA, the Prudential Authority and the Reserve Bank in respect
of the granting of a clearing house licence and central counterparty licence to JSE Clear to perform the

functions referred to in section 50 of the Act.
Purpose of the clearing rules and directives

The purpose of the clearing rules and directives is to achieve the objects of JSE Clear as set out in its
Memorandum of Incorporation by providing the procedures necessary to manage the risks associated with
JSE Clear’s duties and functions as a licensed clearing house and licensed central counterparty, to establish
and regulate fair and efficient markets, and to ensure that the business of JSE Clear is carried out in an

orderly manner and with due regard to the objects of the Act.
Clearing rules and directives are binding

2.4.3.1  The clearing rules are binding on JSE Clear, clearing members, exchange members, clients of
clearing and/or exchange members, the officers and employees of JSE Clear and its clearing

members, and any other person that utilises the services of JSE Clear and/or clearing members.

24.3.2 The directives are binding on JSE Clear, clearing members, and the officers and employees of

JSE Clear and its clearing members.

2.4.3.3  The controlling body must notify clearing members of any decision or determinations made under

the clearing rules and directives.
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Enforcement of the clearing rules and directives

The enforcement and interpretation of the clearing rules and directives vests in the controlling body.

2.6.1

26.2

26.3

264

2.6.5

Proposals for amendments to clearing rules and directives

Any member of the JSE Clear Executive may propose in writing any amendment to the clearing rules or

directives.

The Rules Committee must consider the proposed amendment to the clearing rules or directives and notify

exchange members and clearing members by way of notice of its decision in regard thereto.

If, within ten days of the notification of the decision of the Rules Committee to adopt the proposal, three or
more clearing members object in writing to the decision, the objection together with the reasons for such

objection will be referred to the controlling body for determination.

If, in respect of a proposal with regard to the clearing rules, an objection as referred to in rule 2.6.3 has not
been lodged, or the controlling body upholds the decision of the Rules Committee to adopt the proposal, the

proposal will be submitted to the FSCA for its approval.

If an objection to a proposed amendment to the directives has not been lodged within the prescribed period,
or the controlling body upholds the decision of the Rules Committee to adopt the proposal, the proposal will

take effect immediately.

Prescribed agreements

JSE Clear prescribes and specifies the basic terms and formal requirements of the agreements for clearing derivative

securities, including, but not limited to the clearing house agreement and the clearing agreement.

JSE Clear not responsible for any losses

Subject to section 72 of the Act, JSE Clear is not liable to any person for loss or damage resulting from -

2.8.1

282

283

negligence, on the part of JSE Clear or on the part of any employee or agent of JSE Clear;
any act of omission on the part of any third party;

incorrect, inaccurate, defective or misleading information furnished or supplied by JSE Clear, or any

employee or agent of JSE Clear or any third party;
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equipment breakdown or the breakdown, interruption, suspension, termination or failure of or defect in any

system, including but not limited to any clearing system, or service owned or operated by or on behalf of
JSE Clear;

computer system malfunction, the interruption or failure of communications links, power failure, the failure
of or defect in any software or hardware, whether owned by, licensed or leased to JSE Clear, the loss or
destruction of any data and any loss or damage caused by natural disaster, riot, insurrection, acts of

vandalism, sabotage or similar cause; and
the termination, for any reason whatsoever, of any licence or other agreement to which JSE Clear is a party.

Indemnification

A member of an advisory committee, trustee of the Market Improvement Fund and employee of JSE Clear is

indemnified by JSE Clear out of the funds of JSE Clear against any liability, loss or damage incurred or suffered as a

result of any bona fide or negligent, but not grossly negligent or wilful, act or omission in the execution of their duties.

For the purposes of this rule, such member, trustee or employee will not be regarded as having been grossly negligent

or having acted in wilful breach of duty or trust if the act or omission resulted from incorrect information supplied to

such member, trustee or employee by a source from which the member, trustee or employee would normally accept

the information as correct and which can be expected to provide the correct information.

2.10.1

2.10.2

2.10.3

2.10.4

2.10.5

Market Improvement Fund

JSE Clear will establish and maintain a Market Improvement Fund for the funding of education and investor

protection initiatives to improve the financial markets in South Africa in which JSE Clear operates.
Fines and penalties in terms of rule 9.7 must be paid into the Market Improvement Fund.
The controlling body acts as the trustees of the Market Improvement Fund.

The trustees of the Market Improvement Fund, in their capacity as trustees, acquire, incur and administer

the assets and liabilities of the Market Improvement Fund.

The income of the Market Improvement Fund vests in the trustees and is administered by the trustees as

part of the Market Improvement Fund.



2.11

212

24

IS

Systemically important financial institutions

Despite any provision in these rules, and in accordance with Section 31(1) of the FSR Act, any action by JSE Clear

that suspends, varies, amends or cancels the membership status or authorisation of a clearing member that has been

designated as a systemically important financial institution in terms of Section 29(1) of the FSR Act, must be done in

concurrence with the Reserve Bank.

2.12.1

Transitional provisions

From the effective date of these clearing rules and directives (‘the effective date’), as provided for in rule

241 -

212141

21212

21213

21214

21215

anything done under any provision of the JSE derivatives rules and/or the JSE interest rate and
currency derivatives rules prior to the effective date, will be effective as if done under or pursuant

to these clearing rules and directives;

the disciplinary procedure set out in Section 9 of these clearing rules may, at the discretion of
JSE Clear, be applied in the investigation and prosecution of any offence committed in terms of
the JSE derivatives rules and/or the JSE interest rate and currency derivatives rules, prior to the

effective date;

all JSE clearing members, in terms of the JSE derivatives rules and/or the JSE interest rate and
currency derivatives rules, will be registered as clearing members of JSE Clear and will be
authorised to perform the clearing services in the specific markets previously authorised by the

JSE, subject to any condition of membership that may be imposed by JSE Clear;

all clearing agreements concluded between JSE clearing members and the exchange members
to whom they provide clearing services remain in effect, provided that those clearing members
must ensure that the agreements comply with the requirements regarding clearing agreements

as prescribed in these clearing rules and directives; and

all clearing house agreements concluded between JSE clearing members and JSE Clear remain

in effect.
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SECTION 3: MEMBERSHIP

3.11

312

3.21

322

323

324

3.3.1

Authorisation by JSE Clear

A clearing member may be authorised to provide clearing services in either one, more or all of the following

markets:

3.1.1.1  JSE Equity Derivatives Market;

3.1.1.2  JSE Interest Rate and Currency Derivatives Market; and
3.1.1.3  JSE Commodity Derivatives Market.

JSE Clear must keep a register of clearing members and must indicate in this register the markets in which

the clearing member has been authorised to provide clearing services.
General membership requirements

In order to qualify to be a clearing member and to maintain membership, an applicant and a clearing member

must comply with the requirements set out in this Section 3.
A clearing member must be -
3.2.2.1  abank or a branch of a foreign bank regulated by the Prudential Authority; or

3.2.2.2 a direct or indirect wholly-owned subsidiary of a bank or a foreign bank headquartered in a
jurisdiction that substantially adheres to current Basel capital requirements, and whose business

activities are limited to the provision of clearing services as contemplated in these rules; or
3.2.2.3  anexchange member prudentially regulated by the exchange.
A clearing member must be incorporated and registered as a domestic company under the Companies Act.
A clearing member must have a good reputation and high business standing, in the opinion of JSE Clear.
Risk management requirements

Clearing members must, at all times, have and maintain the necessary risk procedures, systems, facilities,

resources and expertise to ensure that —
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an adequate, effective and on-going process of risk management is established and maintained;

a comprehensive and documented risk management framework is established and maintained to
identify, measure, monitor, control, and appropriately communicate or report on all risks
associated with its activities, and, in particular, credit risk, counterparty credit risk and liquidity

risk.

Operational requirements

Clearing members must, at all times, have and maintain the necessary procedures, administrative and other

systems, controls, facilities, resources and expertise to ensure —

3.4.11

34.1.2

3413

34.14

34.15

3.4.1.6

3.4.1.7

34.1.8

the efficient and effective performance of its functions as a clearing member;
compliance with the Act and these clearing rules and directives;

that accurate records of all transactions and positions in respect of which it provides clearing
services are kept and that financial and other information used or provided by the clearing

member is correct and reliable;

that the management of their own funds is adequate and in accordance with the clearing rules

relating to the management or separation of funds;

the adequate management of the funds and assets of clients or exchange members and their
clients for whom the clearing member performs a clearing service in accordance with these

clearing rules;

that the positions and cash balances under control of the clearing member in respect of the clients
or exchange members and their clients for whom the clearing member performs a clearing service

are timeously reported to those parties;

that there are measures, so far as is reasonably practicable, to minimize the risk of loss to the
clearing member which results from any irregularity, fraud or error, and to detect any irregularity,
fraud or error should they occur so that prompt remedial action may be taken by the clearing

member; and

that the records of the clearing member are maintained in such a manner as to promptly disclose

financial and business information that will enable the clearing member to identify, quantify,
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control and manage the risk exposures of the clearing member relating to its activities as a

clearing member of JSE Clear.

342 A clearing member must be able to describe and demonstrate the objectives and operation of the

procedures, controls and systems referred to in this rule to JSE Clear.
Default fund requirements

A clearing member must pay an amount of default margin to the Default Fund as determined by JSE Clear from time

to time, as collateral for the due performance of all or any of its obligations as set out in the clearing rules.
Financial resources requirements
3.6.1 A clearing member must at all times have sufficient capital as prescribed in these rules and directives.

3.6.2 A clearing member that is a bank or a branch of a foreign bank regulated by the Prudential Authority must

meet the capital adequacy requirements imposed by the Prudential Authority.

3.6.3 The own funds of a clearing member that is not a bank or a branch of a foreign bank must at all times be at

least equal to R200 000 000. Own funds shall be calculated in the manner set out in the directives.

3.6.4 A clearing member must ensure that it has sufficient cash resources or cash facilities to meet its obligations

to JSE Clear in terms of these rules at all times.

3.6.5 A clearing member that is not a bank or a branch of a foreign bank must procure that its obligations to JSE
Clear in terms of these rules are guaranteed by a bank or a foreign bank headquartered in a jurisdiction that

substantially adheres to current Basel capital requirements.

3.6.6 JSE Clear is entitled to suspend a clearing member should there be a deficiency in the financial resources

of the clearing member.

3.6.7 JSE Clear is entitled to request a clearing member to submit any information, returns or financial statements
submitted by the clearing member to the Prudential Authority or the exchange, as applicable, that will assist
JSE Clear in determining whether the clearing member complies with the financial resources requirements
in this rule 3.6. Such information returns or financial statements may be requested by JSE Clear as and
when required and/or at such periodic intervals as JSE Clear may determine. A clearing member must
provide the requested information or documents as soon as possible unless JSE Clear specifies a timeframe

for the provision of the requested information or documents.
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JSE Clear is entitled to request the Prudential Authority or the exchange to provide JSE Clear with any

information, returns or financial statements submitted by the clearing member to the Prudential Authority or
the exchange, as applicable, in order to assist JSE Clear in determining whether the clearing member
complies with the financial resources requirements in this rule 3.6, subject to any restrictions imposed by
the Prudential Authority, or otherwise imposed by relevant law, on the provision of such information to JSE

Clear.
Shareholders, officers and non-executive directors
A clearing member must —

3.7.1.1  ensure that a shareholder who is a natural person and who directly or indirectly holds 15% or
more of the issued shares of the member complies with the fit and proper requirements in rule
41:

3.7.1.2  onlyappoint officers and non-executive directors who comply with the fit and proper requirements

inrule 4.1; and
3.7.1.3  appoint a clearing manager in terms of rule 4.3.
Applications for membership

An application for membership must be made to JSE Clear in the manner and in the form prescribed by JSE

Clear and must indicate in which markets the applicant wishes to apply to provide clearing services.

Applicants must include their memorandum of incorporation, a copy of any agreement entered into or
proposed to b