NON-BIASED, CENTRALLY-CLEARED FINANCIAL INSTRUMENT
AND METHOD OF CLEARING AND SETTLING

PRIORITY INFORMATION

ooo1] The present application is being filed as a PCT International Patent Application in the
name of ERIS EXCHANGE LLC, and claims the benefit of priority of US Application Number
12/806860 filed August 23, 2010 entitled Non-Biased, Centrally Cleared Financial
Instrument and Method of Clearing and Settling, the contents of which is hereby incorporated

by reference in its entirety.

FIELD OF THE INVENTION

oo2) The present invention relates to financial instruments, and to the electronic clearing

and settling of such financial instruments.

BACKGROUND OF THE INVENTION

fooo3] A variety of different types of financial instruments are traded throughout the world.
Examples include cash contracts and derivatives. A cash contract is an agreement for either
immediate or deferred delivery of the specified asset. A derivative is a financial instrument
whose value is linked to the price of an underlying commodity, asset, rate, index, currency or
the occurrence or magnitude of an event. Typical examples of derivatives include futures,

forwards, options, and swaps.

oood) Most commonly, a swap is an agreement between two parties to exchange sequences
of cash flows for a set period of time. Usually, at the time the swap is initiated, at least one of
these series of cash flows is benchmarked to an asset or an index that is variable, such as an
interest rate, foreign exchange rate, equity price or commodity price. A swap may also be
used to exchange one security for another to change the maturity (bonds), quality of issues

(stocks or bonds) or to facilitate a change in investment objectives.

ooos) A nomenclature has developed to describe the characteristics of certain swaps. A
“plain-vanilla” swap is one that only has the simplest and most common terms. A “spot”
starting swap is one where the economics of the swap start almost immediately upon two
parties entering into the swap. A “seasoned” swap is one that has been in existence for some
time. A “forward-starting” swap is one where the first calculation date of the swap does not

commence until a designated point in the future. The parties to a forward-starting swap are
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