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[0001] Thlwothhﬁagl on clains priority to U. S. Provi Sll‘lﬁﬂhszoosmozmo
Application No. 60/833,793 filed July 28, 2007, and U.S. Provi sional
Application No. 60/906,530, filed March 13, 2007, the contents of

whi ch are hereby incorporated by reference. Field of Invention
5[0002] This invention relates general ly to nethods and pl atforns

that provide post-tgpeprmi OPWORESFRARMINGOVEREBHET NI S
service allows parties to unterparties
prior to processing. Backg%éW#ﬁmﬂﬁgéfW@rremly,
conventional credit derivative markets include a user base of |arger
10i nstitutions. These larger institutions use the credit derivative
markets for a variety of reasons. For exanple, commercial banks, both
donestic and foreign, can obtain significant economc, regulatory,
and capital relief from sel |[Refereneefi RelatediApplicationsedi t deri vat i ve
mar ket. Commerci al banks can al so use the credit derivative mark
to add credi t [00pEKThis apMisationpepintsairiosisy @wdJ.8nPravisionalad prlisation Nﬁeﬁ0/833 793
| endi ng market. Insurers, who typically posses excellent credit
eval uat i Gled I5lyKa8, 2607, pd el Provisierel ipplication No. 6&P06;530, fidedidntcbtl3, 2497,
take on credit risk for a premtun. |Investnment managenment conpani es
and Hedgthekcuments obwhithhes hdretweintapsratedde reéference.edi t deri vati ve
markets to both take on and shed ri sk.

Field of Invention

5 [0002] This invention relates generally to methods and platforms that provide post-trade
affirmation and messaging services. This service allows parties to affirm trades with their
counterparties prior to processing.

Backeround of Invention

[0003] Currently, éonventional credit derivative markets include a user base of larger
10 institutions. These larger institutions use the credit derivative markets for a variety of reasoﬁs.
For example, commercial banks, both domestic and foreign, can obtain significant economic,
regulatory, and capital relief from selling credit risk in a credit derivative market. Commercial
banks can also use the credit derivative markets to add credit risk to their portfolios as an
alternative to the lending market. Insurers, who typically posses excellent credit evaluation
15  skills, primarily use the credit derivative markets to take on credit risk for a premium.
Investment management companies and Hedge Funds, or other investors, use the credit
derivative markets to both take on and shed risk.
[0004] The dealer community represents some of the largest financial intermediaries in

the world. The dealers tend to be large, multi-national institutions that make markets in credit



[ 0004] The deal er community represents-=sonme of the |argest financial
internediaries in the world. The dealers tend to be Iarge

mul ti-national institutions that nake markets in credit

2008/ 112109PEI8ALHA6DS/ 002910 derivatives. The scale ar?&Tgl:Sé?ﬁé/ﬂww
each dealer's credit derivative business varies widely, with sone

deal ers havi ng extensive credit derivative operations, and other

bei ng occasional market participants. Sgnmary of the Invention

5[ 0005] Currently the trading of credit derivative contracts occurs

by direct contact_ between a dealer and a bu FLG. 1 is a flow

di agr am @sriyatues (Hhesptle aadsoops gecash 3&@%@8 cr%t depigaiive hrsippes vagies Wéiely, with
deal er and the buyer then each submit the trade details to a natching
pl at f or ns@me Aealpss ptensive Tradittded vatieaperagots apbether keing qupaxiynal market
DERI V/ Serv for execution. If the trade details do not match exactly

t he DTCCpswticiparis.does not execute the trade and the 10trade fails. The
parties then have to reenter the details, assuming that it was an
entry error, or renegotiate th@ummas dehaldventibnt he error was an
under st andi ng between the parties. FIG 2 is a flow diagram of the
curresnt novat [(M05PCaEERS.thd Redifg 60d¢redit Berlvatite {INDAES Scai €byEditItt EoIAL
common than in a new trade process since the trade details of three

separ at epdkti £8eN86d bBudd! FEGT Ofs a1dwW 3fdGrahPotliBe SUREVIGH tradd Ia&b&gs As
these errors after the time of the trade can be difficult 15and
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rejection. tlon rec ived fromthe second part
L bntd wi Frieneadperiss Sardiay [ ouBERgrhe PR et Hat G Y | Her By dror, o
receiving nodjfied tra | {@}Is fromthe first party follow ng_ the
rej ect i offnegaiigieips Karde 6 SITACYETRN Ydgisiandingbstyveen dhepsglice; &10- 2isa

trade details to the second party and receiving fromthe second party
an af fi r fawidingrasm of the chent mpeationipaeress efhsi arsprs in this process are even more

common than in a new trade process since the trade details of three separate parties need to
agree for a trade to be executed. Fixing these errors after the time of the trade can be difficult

15  andinefficient. Accordingly, a need exists for a new way to affirm trades.

[0006] One embodiment of a method according to invention includes receiving from a
first party trade details concerning a credit derivative trade, transmitting the trade details to a
second party, receiving from the second party an affirmation or a rejection, and notifying the
first party of the affirmation or the rejection.

20 [0007] A rejection may be received from the second party along with a reason for the
rejection. The method may include receiving modified trade details from the first party
following the rejection. The method may also include transmitting the modified trade details to
the second party and receiving from the second party an affirmation of the modified trade

details.



WO 2008/ 112109PCT/ US2008/ 002910 - 3 - = [0008] The nethod may
further include transmtting the trade details to a matching trade
settl enment system [ 0009] A nethod of novating a credit

derivati veWPrZABE1#8Y i ncl ude receiving from a transfer GCTHERE8{062910
concerning an original credit derivative transacti on between the
transferor and 5a renmaining party, transmtting the trade details to
the remaining party and a transferee, rgceiving fromthe remaining
party an affirmation or a rejection, receiving fromthe transferee an
affirmation or a rejection, and notifying the transferor of the .
affirmation ol0098)j Hhermethod may frer mebige LRSI NG, the Hﬁded%atﬁ topgafohing
transferee. 10010] The nethod may further include affirmng the

novat i ontrade sqitlemPht systgmi on i s 10recei ved from both the remaining

party and the transferee. The trade details of an affirmed novation
may be transnit08%dAtmethodraf miviating & cradie doatative trede may schide reChiyingsir¢ro g
may al so include rejecting the novation if a rejection is received
from ei t hefsfdrtreictabisaomiengngd ai diyginal ciddét deriastblearaasactiphbdtbpenlthe trapifbrodand
may al so include receiving a rejection fromthe renmaining party or

15t hes t r@fbﬁ{a@ﬁ@%@@g tra@mEtitpnBe BadeRR BB t¢ he réh&iningjpany anda ahewfges)i t h
the rejection. e nethod may further include receiving nodified

trade defalilHolodmnt ?&néiﬁﬁ@%%ﬁ%r 0 affPinh @M 61 RjebHbiE $ddeRing fréd M Hirdrsfend
the nodified Frade detailsto the remaining party and the transferee,

recei ving, g8, gald roqgirﬁgaio(ﬁf aﬁc?tgotf?ﬂ% gﬂﬁgfﬁngfeﬁg%f ffelaffiintatibh P didkEion

remai ni ng party and e transferee, transmtting the nodified

trade detai.l s; to mat chi. t I nt system 20[0012] A
met hod o c%{ﬁ?doﬁr%rfl?}l'errﬁpﬁlgm]i?%a&@aag‘gttﬁéﬁénsﬁap% i ncl ude receiving froma

first [0010) The method may further include affirming the novation if an affirmation is

10 received from both the remaining party and the transferee. The trade details of an affirmed
novation may be transmitted to a matching trade settlement system. The methlod may also
include rejecting the novation if a rejection is received from either the remaining party or the
transferee.

[0011] The method may also include receiving a rejection from the remaining party or

15  the transferee and receiving a reason for the rejection along with the rejection. The method
may further include receiving modified trade details from the transferor following a rejection,
transmitting the modified trade details to the remaining party and the transferee, receiving an
affirmation of the modified trade details from the remaining party and the transferee, and
transmitting the modified trade details to a matching trade settlement system.

20 [0012] A method of auto-affirming trade details may include receiving from a first
party first trade details concerning a credit derivative trade, receiving from a second party
second trade details concerning a credit derivative trade, transmitting the first trade details to
the second party, and auto-affirming the first trade details when the first trade details match the

second trade details.



party first trade details concerning a credi4 derivative trade,
receiving froma second party second trade details concerning a

credit derivative trade, transmtting the first trade details to the
second parW9208A4#218Ut o-affirming the first trade det ai [PST{HEHP80ppE10
first trade details match the second trade details. WO

2008/ 112109PCT/ US2008/ 002910 - 4 - [0013] A nethod for exercising
credit derivative options may includeregeiving details concerning a
plurality of credit derivative options, receiving weekly fixings
concerning the plurality of credit derivative options, displayingthe
weekly fixi ngwﬂfﬂ & methed quamrylsrn&ﬁﬂﬁdﬂ%@VW@@PﬁPW%@clﬁlﬂF st 15EFYpe
an indication of whether to exercise one or nore of the plurality 5of
credit déatailsaonsemiognipbuslity Phercdis dprdcktiveppions: 1eeiving syeghly fixings concerning
transmtting to a second party the indication of whether to exercise
one or nbe elupdlity bEcpditdadvatiye options edlsilaydag (he ateekly fqpigsdma first party, and
[0014] A trade systemmay include a first party systemincluding a
first pagetslvingifon me ird @aity gu freiitation bEwRtlia tb exartise b @tmqrabf thetphaaléty
details concerning a credit derivative trade, and a second party

Syst gm | ¢Ff eI asnivafe c%’ﬁoh\é A The @thbd isl figeHet Ihchids hiaftndifthg 10 @lsedb@d darty the
second party 10 interface configured to receive froma second party

an af firigatch@dh & wl%ﬂfe?k@&ei‘é?& dnldr ﬁ{cﬁ'é BSthb BﬁlrélftﬁgﬁcrgﬁE éériv%twe options.
[ 0015] Another enbodi mrent of a trade systen1nay include a first party

system i ncl Uﬁp g-ga%h%&é sRA iy Iridhfdk 3% rpaggfsysgéhg%&cﬁh £681 b Qe

first party S concerm ng a Cc 1vati tra

second pah}‘éﬁmég %g]%lﬁgfr 1rs{ ﬁztr% rt{&%g\geg g'n%elfnﬁ (% EE orPA Bivas % @ﬁe I a

and i ncl 0 |gure recelrve troma
second party, an afflrnatlon or are concerning,the tra

ot ai | s 4R B e R oo iR WHE 5 e PR ETOTR A FRs 2 pad pary
party system and co r|S|ng third rty interface configured t

Do ol o eF SCRERT Sarach v roRT § 1SR P BrATBRAI08 o AHE A CaPsTHge the
the trade details. Brief Description of the Drawi ngs 20[0016] FIG. 1
i s a fl dfrdgidsilam of the current new trade process.

[0015}] Another embodiment of a trade system may include a first party system
including a first party interface configured to receive from a first party trade details concerning
a credit derivative trade, a second party system in communication with the first party system
15  and including a second party interface configured to receive from a second party an affirmation
or a rejection concerning the trade details, and a third party system in communication with the
first party system and comprising a third party interface configured to receive from a third party

an affirmation or a rejection concerning the trade details.

Brief Description of the Drawings

20 [0016] FIG. 1 is a flow diagram of the current new trade process.
[0017] FIG. 2 is a flow diagram of the current novation process.
[0018] FIG. 3 is a flow diagram that summarizes a new trade procedure in which a trade

is executed at DTCC.



[0017] FIG 2 is a flow diagramof the current siovati on process.
[0018] FIG 3 is a flow diagramthat summarizes a new trade procedure
In which a trade is executed at DTCC. WO

2008/ 11210%9Pe03189908/ 002910 - 5 - [0019] FI G A2EY 5308402910
screen that can be used by a dealer to enter new trade details into
the platformfor a single nane trade. [0020] FIG 5 shows a

screen that can be used by a dealer to_gnter new trade details into
the platformfor a new index trade. 5[0021] FIG 6 shows a screen

that can be used \l?ﬁ/ a dealer to enter new trade detarls into ﬁ v
pl atform for IGnfshows asreera that gam be used by gispl eﬂ"é’n’?eré‘ﬁﬁ’\ﬁ?d%\ etails into

exanpl e of an |nvest ment advisors main blotter screen. [0023] FIG 8
shows anthalplationn iferre sirglename tiade. can be used to allocate a trade

across multiple funds. 10[0024] FIG 9 show an exanple of an

i nvest ment ad@D20]rFISc b skows oscremtthaticay belatediblys dealer tocgnidrmgwitrage details into
singl e nane CDS trade. [0025] FIG 10 shows an exanple of the

mai n deathe plasfore €6t eaafeveindex trg&telri nati on has been received from an
I nvest ment advisor. [0026] FIG 11 is an exanple of an investnent

advi spr' s posjpb2FIG. 6hews S&ir@pnhat thh BOWsE bylal@ealk?2td chta@meateudp detaitd into
an i nvestnent advisor's screen for entering details for
the platform for a new index tranche trade.
[0022] FIG.7 shows an example of an investment advisors main blotter screen.
[0023] FIG. 8 shows an allocation screen that can be used to allocate a trade across
multiple funds.
10 [0024] FIG. 9 show an example of an investment advisor screen for entering details for
terminating a single name CDS trade.
[0025] FIG. 10 shows an example of the main dealer screen after a termination has been
received from an investment advisor.
[0026] FIG. 11 is an example of an investment advisor’s position blotter screen.
15 [0027] FIG. 12 is an example of an investment advisor’s screen for entering details for
novating a single name CDS contract transaction.
[0028] FIG. 13 shows an example of a dealer screen after receipt of an alleged
novation.
[0029]) FIG. 14 is an example of a prime broker give-up acceptance screen.
20 [0030] FIG. 15 shows a view of the investment advisor screen after a trade has been
rejected.
[0031] FIG. 16 shows an example of an investment advisor screen during a trade void.
[0032] FIG. 17 shows an example of a dealer screen in which an un-affirmed

transaction is being recalled so that the transaction can be modified and re-alleged.



-novating a single nane CDS contract transaction. - [0028] FIG 13
shows an exanple of a dealer screen after receipt of an all eged
novation. [0029] FIG 14 is an exanple of a prinme broker give-up -~
accept anceWep®EA21020[ 0030] FI G 15 shows a view of t hePGTANRAGSPRI0
advi sor screen after a trade has been rejected. [0031] FIG 16
shows an exanpl e of an investnent advisor screen during a trade void.
[0032] FIG 17 shows an exanple of a deagler screen in which an
un-affirmed transaction is being recall ed so that the transaction can

be nodified and re aIIe WO 20081112109PCT/US 08/ 002910 -
[0033] FIG 1803} cxampleafdhecoaptuf B vhEdfe InATel ST LaFRt advisor
I nvest nent adV|sor screen [ 0034] FIG. 19 shows an exanpl e of

an i nvesicmagnt advi sor screen of an auto-affirned new trade. 5[0035]
FI G 20 shows investnent advisor screens used for reconciling a trade
that was not [8034) FEGE 19 sheovs gnGaaBpleRif@n ivEstimentadvisonsdreant of o0 aieraffimeg
the auto-affirmation features.

new trade.

5 [0035] FIG. 20 shows investment advisor screens used for reconciling a trade that was
not auto affirmed.
[0036] FIG. 21 is a flowchart summarizing the auto-affirmation features.
[0037] FIG. 22 is a flow diagram of the process for exercising CDS options on the
platform.

10 [0038] FIG. 23 is a view of the option screen for an option buyer.

Detailed Description of the Invention

[0039] Definitions
[0040] Following is a list of terms used herein and their meanings:
[0041] Affirmation: The positive acknowledgement of a derivatives transaction by a
15  party on the Platform.
[0042] Allege: The initial messaging of trade details through the platform by the party
who initiates the workflow.
[0043] Allocation: The distribution or splitting of a trade between two or more fnnds
managed by an Investment Advisor.
20 [0044] Authorizer: An individual designated by a participant to provide platform
authorizations.
[0045] Counterparty Authorization: The approval given by a dealer to transact with a

particular investment advisor fund on the platform.



[0037] FIG 22 is a flow diagram of the process for exercising CDS
options on the platform 10[0038] FIG 23 is a view of the option
screen for an option buyer. Detailed Description of the Invention “
[ 0039] DefWRi20983A%10f 0040] Following is a |ist of terns RETEH2MB08INH
and their neanings: [0041] Affirmation: The positive
acknow edgenent of a derivatives transaction by a 15party on the
Pl atform [0042] Allege: The init4yal nessaging of trade details
through the platformby the party who initiates the workfl ow.
[0043] Allocation: The distribution or splitting of a trade gettlmggn
two of mor e {IORRE GRARGEHVEeRRRYH SEHEREP ALK STt DG BPbliShed o)
Aut hori zer: An individual designated by a participant to provide
pl at f or niSAA Hat spegifieonld legal terms fop @ paticdsueredi garivalivex foRBGtzat i on: The
approval given by a dealer to transact with a particul ar investnent
advi sor fund ©BA4T]hBeabdrafoordin derivdi@e d&dldr1dz MelRETa8R008/ 002910 - 7 -
[0046] Credit Derivatives Physical Settlenent Matrix: A spreadsheet
publ i shed by (0888 Fundi Adégd fuhésr athbr instiratiortabsstpuritonanaggblsy, farexample, an
credit derivatives contract.
5  investment advisor that can act as counterparty to a derivatives transaction.
[0049] Give Up Trade: A derivatives transaction entered between an Investment
Advisor and a dealer that is given up to a prime broker.
[0050] Investment Advisor: A legal entity, including asset managers and investment
managers, that is authorized to act as agent for, or otherwise trade on behalf of, a fund.
10 [0051] New Notional: The notional amount after a termination or novation has
occurred.
[0052] New Trade: A new derivatives transaction entered into between two parties.
This can occur outside of the platform.
[0053] Notional Amount: The calculation amount in a credit derivatives contract.
15 [0054] Novation: The transfer by cancellation of an existing contract between the
remaining party and the transferor and execution of a new contract between the remaining party

and the transferee.
[0055] Over-the-counter (OTC) derivatives: are derivative contracts that are traded (and
privately negotiated) directly between two parties.

20 [0056] Platform: The connectivity and electronic messagiﬁg system that is used for the
post-transaction processing of trade details, the functionality of which is further described
herein. References to “Platform” may include related software and documentation. The
platform may include the user interfaces and the server system, which implements the

functionality of the platform and which delivers and accepts data to the use systems.



[0047] Dealer: A credit derivatives deal er or nmarket-nmaker.
[ 0048] Fund: A hedge fund or other institutional account nmanaged by,
for exanple, an 5investnent advisor that can act as counterparty to a

deri vat i veWOZpEBAd2e? i on. [0049] G ve Up Trade: A T§arySae{s(00a940
transaction entered between an |Investnent Advisor and a deal er that
is given up to a prine broker. [ 0050] Investnent Advisor: A

| egal entity, including asset managers g@nd investnent managers, that
is authorized to act as agent for, or otherw se trade on behalf of, a

find. 10[ 0051] New Not i The noti onal  amount ﬁfter a.term.nation
or novati on HH854 éﬁli‘er@d’kﬂ A credif deytyptivaqelipler ofqmacket-maker IFTrdAIDE <

transaction entered into between two parties. This can occur outside
of the pramsdcsions bgtoesnjealst angdrinyesmpantipdvisorhe cal cul ation anount in a
credit derivatives contract. 15[ 0054] Novation: The transfer by

cancel | ati on [0058PrediicstA finarcinhinstromentshaveambe hrocessedivintheplpformy and
the transferor and execution of a new contract between the renaining
party and thgo039Refetion:. The rejectidriiizaleriOubres trhnsacibarrityes pAr(yTa) the platform.
derivatives: are derivative contracts that are traded (and privately

negotsi at ed) dpo6n] tRetaldethanedalitona deavativesrard@diiiig]a fRirgtonaherplafftuen prior to
connectivity and el ectronic messaging systemthat is used for the

post - t r apfacdicaRrat@gessi ng of trade details, the functionality of
which is further described herein. References to "Platforni may

i nclude rel at s@mjes UaLe 9901919&91“?@11@&&09&M}T]Qwh@&sf@rlmem wiBihgde

t he user |nt e se ystem I npl ements the

the- use YL hetse%% %ﬁﬁ%ﬁﬁg&%ﬂs@bﬁg‘%‘é%ﬁ%%a@ﬁ“ept S omate

[0062] Termination: Early settlement of a derivatives contract. Also known as an
10 “unwind” or “tear-up.”
[0063] Trade: A derivatives contract between two counterparties. This may o;:cur
outside of the platform.
[0064] Trade Details: Information relevant to a trade, including economic details, date
and counterparty information.
15 [0065] Trade Status: A status associated with each trade in the Trade blotter portion of
the platform.
[0066] Transaction Type: The jurisdiction specified in the credit derivatives physical
settlement matrix, which specifies all legal terms for a particular credit derivatives contract.
[0067] Void: An affirmed transaction on the platform that has been agreed as invalid
20  between the parties.
[0068] The disclosed methods and platform allow counterparties to a transaction to
dramatically reduce operational risks and costs associated with the trading of financial
instruments, such as credit derivatives, particularly over-the-counter credit derivatives.

Although the following description of the methods and platform is specific to the trading of



- 8 - - [0057] Prime Broker: A credit derivatives deal er or

mar ket - maker internedi ating transactions between deal ers and

I nvest nent advi sors. [0058] Product: A financial instrunment that can
be process¥8 208841312 pl atform [0059] Rejection: The r @R 1H
derivatives transaction by a party on the platform 5[0060] Recall:
The recall of a derivatives transaction by a party on the platform
prior to affirmation of a trade. .¢0061] Software: The conputer
applications that allow users to interface with the platform The
software may include a Graphical User Interface (

GJ ). . .
[0062] Tevemtheagauaier cregit dprivaiives, sigglar msthogs ged Plvfé?mvé)éﬂ e Htilizgd;to improye

known as an 10 "unwi nd" or "tear-up." [ 0063] Trade: A
deri vat i thegradipgtof agaridie piBeancialunseementar parties. This may occur
outside of the platform [0064] Trade Details: Information

rel evant to &g006%dEhe platfdrndiel;s casnuoa trt all Hext etiohsmicdirtadls afiel transaction are
counterparty information. 15[0065] Trade Status: A status associ ated

Wit h eacdpréddageniby thidwwultcpmetidltoh tade. PRreferabiy, diis ishecqhplished immdigiely]after
Transaction Type: The jurisdiction specified in the credit

deri vat i gesxdiish 6fthe §8hdabSsPEBEwER the Sountdth&hiesSPRE] dri 6 datk lof tiegalde. The
terms for a particular credit derivatives contract. [0067] Void: An

af {1 1 ech iR Rk BB MP rilsHy i RbuR SR8 e aRE dy Bfovidig! | d
parties.
connectivity to support downstream processing of transactions outside of the platform.
[0070] The platform uses an affirmation model to obtain electronic verification of trade
details from parties to a trade. Trade details are delivered in real-time to each party’s trade
10 capture system via system-to-system links. In addition, trade details can be delivered to third
parties, including prime brokers, fund administrators, and confirmations matching platforms
such as DTCC DERIV/Serv. The Platform may incorporate established market standards
including RED, ISDA and FpML.
[0071] The platform may support single-name CDS, CDS indices (such as for example,
15  iTraxx, CDX ABX, TABX, LCDX, LevX, and CMBX ) and index tranches . The platform
may support processing of new trades, terminations, novations and amendments. In addition,
the platform may automate the allocation of trades across multiple funds.
[0072] The platform may include a trade exporter tool that allows for customizable
trade activity downloads, in real-time, to a file stored on a users desktop or network. The trade
20  exporter may permit clients to designate which trade details are needed and at which time
intervals the information is needed. The trade exporter may provided users the ability to apply
trade details to trade capture, risk, accounting, or fund administrator systems thereby reducing

dual entry risk and operational efforts. The trade exporter software may provide pre-configured

trade data extract requests that return data in, for example, a comma separated value (CSV) file



[ 0068] The -di scl osed nethods and platformall ow counterparties to a
transaction to dramatically reduce operational risks and costs
associated with the trading of financial instrunents, such as credit
deri vati ve¥O208/11218%| ar| y over-the-counter credit deri VPATYNA208/002910

Al t hough the follow ng description of the nmethods and platformis
specific to the trading of WD 2008/ 112109PCT/ US20081002910 - 9 -
over-the-counter credit derivatives, sifjlar nethods and platformns
can be utilized to inprove the trading of a variety of financial
instrunments. [0069] The platform hel ps ensure that all key ecqonom c
detai | s &rmatt Thesoiwaregnanaleo allpvetay sogencesly custemizstion Er pagre sopdustigated
trade. Preferably, this is acconplished imediately after 5 the
execut i opxigfct requests ansacti on bet ween the counterparties - i.e., on
the date of the trade. The platformreduces operational risks b
ensuring accufi873] Thapletfaapisarcensact vity apl meisaging platfnme dtat vanthe used for the
support downstream processing of transactions outside of the

pl at f or npodt@fad®protémingloditrbde dataiize Iha platfof mtdr eumymod @iclide tabingiand legal
el ectronic verification of trade details fromparties to a trade.

Tr ades det@ichSordéleartfleifiedtidds.i N real -time to each party's trade
10capture systemvia systemto-systemlinks. In addition, trade

details pgfrohe—dekic\sitdioho third parties, including prine brokers,
fund admnistirators, and confirmations matching platfornms such as

DTCC DERI V/ S - - | |

standards i ngfoﬁ’g?ln’gﬁ%ghﬁ%%ﬁ% gﬁ%? 14_93@8&19%3&}%@%%@%%@9 ? grrvm%%a{%?harket
SePer PR R ST PSR E oAt B gk Ttve
Dbt ComeEf BRI PSR HRA Bl R bABLERL o SRR 20 smereere
|1 ti f trad | tiple fynds. 0072] Th .at f
mayfhcl RS, B AEB OB bF SB1iCe HaY e R Lo oH BB SY B ade
activity downloads, in real-tine, to a file stored on a users desktop
or net woFlRarNEROUsESaelE.)-

[0075] The platform can be utilized by users who have entered into credit derivative
transactions outside of the platform. After entering into a trade with a transaction counterparty,
a client enters the key details of the trade that he wants to allege against such counterparty into
15  the platform. The transaction counterparty then either affirms the alleged transactions as valid
or rejects the alleged transactions as invalid, adding any additional data that may be required.
The data is then messaged back to the originating institution, either through an electronic API,
a graphical user interface (GUI), or an e-mail message. The platform can also be integrated
with a client’s internal transaction capture platform; this may eliminate the need for the initial
20  manual input of the trade details by the initiating party by routing trades automatically across
the platform and onto the relevant counterparty’s trade capture platform.
[0076] The graphical GUI interface of the platform can run on one or more computer
systems including, for example, a PC with a Pentium/1.0 GHz or higher microprocessor,

running Microsoft WINDOWS, and having a connection to a network, such as the Internet.



20 exporter may permt clients to designate which trade details are
needed and at which tinme intervals the information is needed. The
trade exporter may provided users the ability to apply trade details
to trade cWPt$8412¥0Psk, accounting, or fund adm ni str atRET/E528488A2910

t hereby reducing dual entry risk and operational efforts. The trade
exporter software may provide pre-configured trade data extract
requests that return data in, for exanpl.e, a comma separated val ue
(Csv) file WD 2008/112109PCT/ US2008/ 002910 - 10 - format. The
software may al so all ow for source code customi zation for nore
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derivative dealers, users (for exanple, hedge fluids, asset nmanagers,
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of the trade details by the initiating party by routing trades
aut onat i phatfoynsefiabisst designated triadsetrirerthediatios (infer degles brokers, dealers to client
counterparty's trade capture platform
brokers or prime brokers) and/ or operational vendors (fund administrators, risk management,
valuation or other seftlement services providers).

15 [0078} The platform may be designed not to execute or clear any transactions, engage
in market-making activities, take proprietary positions in such transactions or otherwise hold
securities, hold or receive client funds or securities and does not carry any customer accounts.
In addition, the platform may not provide investment advisory services to users or display live
or indicative prices for the purpose of price discovery or trade execution.

20 [0079] Clients that utilize the platform may include dealers, investment advisors, prime
brokers, fund administrators, and other third parties such as custodians and vendors.

[0080] Transactions that can be made on the platform may include new trades,

allocations, terminations (including partials), novations (including partials), and amendments.

The platform can also indicate in real time the current status of the transactions to users. Status



[0076] The graphical GU interface of the platformcan run on one or-
nore conputer systens including, for exanple, a PCwith a Pentiunmi1.0
GHz or higher mcroprocessor, running Mcrosoft WNDOA5, and having a
connect i onWORIB/ A0/ or k, such as the Internet. WO PCT/US2008/002910
2008/ 112109PCT/ US2008/ 002910 - 11 - The platform can al so i nclude one
or nore servers configured to accept the rel evant transacti onal
information fromthe one or nore countg[parties and reroute the

rel evant information to the one or nore counterparties. A network
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other third parties such as custodi ans and vendors.
type, initial margin, confirmation method, margin payer, agreement date, trade date, calc agent,

and calc city.
[0083] Details that may be entered for a CDS index tranche trade may include: buyer
15  (of protection), trade date, seller (of protection), effective date, index, maturity date, RED ID,
first pay date, notional, payment frequency, tranche spread, upfront fee, deal spread, upfront fee
date, attachment %, transaction type, detachment %, confirmation method, initial margin,
agreement date, margin payer, calc agent, and calc city.
[0084] FIG. 3 is a flow diagram that summarizes a new trade procedure in which a trade
20 isexecuted at DTCC. In FIG. 3 a dealer alleges a new trade against a buyer at 1A. At 1B, the
buyer rejects the trade because the tradg details contain one or more errors. The buyer’s
rejection includes a message detailing the errors. At 1C, the dealer corrects the errors in
accordance with the buyer’s message. At 2 the buyer affirms the modified trade. At 3 the

dealer and the buyer both submit the exact same trade details to DTCC for execution. Instead



[ 0080] Transactions -that can be nmade on the platformnmay include new -
trades, allocations, termnations (including partials), novations

(i ncluding partials), and anendnents. The platformcan al so indicate
in real tiwe2pH88180?rent status of the transactions to R$JEFS30088p%31Qs
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transaction that they have agreed to terminate/unwind on the platform. To do so, a user

10 completes a transaction record setting out the details of the new trade or the termination details.
The record is then sent to the transaction counterparty, which can either affirm or reject the
relevant transaction details. When rejected, the rejecting party enters a comment explaining the
reason for the reject and the record is then amended and resubmitted by the other party.
Transaction records can also be recalled before being submitted to the other participant or

15  voided if they need to be amended after they have already been affirmed by both parties (all
parties have to insert a comment to explain the reason for the record being voided). Aftera
transaction is recalled, rejected or voided, the initiating user can amend the details of the
transaction and resubmit the record to the relevant counterparty.

[0087] For example, in a new credit derivatives trade, a dealer may first enter all

20  relevant trade details into the platform and allege them to an investment advisor. The
investment advisor can either affirm or reject the trade. FIG. 4 shows a screen that can be used
by a dealer to enter new trade details into the platform for a single name trade. Also shown in
FIG. 4 is how this screen can be accessed from a new trade drop down menu on the main dealer

screen. FIG. 5 shows a screen that can be used by a dealer to enter new trade details into the



date, attachnent % transaction type, detachment % confirnmation
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[0089] If the investment advisor desires to allocate a trade across multiple funds, it may
be required to do so prior to affirmation of the trade details. FIG. 8 shows an allocation screen
that can be used to allocate a trade across multiple funds. This screen can be accessed from the
main blotter screen.

I5 [0090] From the main dealer screen, the dealer may also have the ability to recall a
trade prior to affirmation of such trade. The platform may allow the dealer to modify and
resubmit recalled trades.

[0091] If the investment advisor affirms the trade details, the platform may generate a
single trade ticket for the trade if the trade was not allocated or a separate trade ticket for each

20  allocation where the trade was allocated across multiple funds. Affirmed trades may be
indicated on the dealer and investment advisor screens; for example, by placing a green
checkmark next to the affirmed trade.

[0092] If the investment advisor rejects the trade details, the platform can send a reject

message back to the dealer. FIG. 15 shows a view of the investment advisor screen after a



Transaction records can al-so be recall ed before being submtted to
the other participant or 15 voided if they need to be amended after

t hey have al ready been affirnmed by both parties (all parties have to
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[0094] If the trade is in either an alleged or affirmed state, the platform may allow the
15  dealer to allege an amendment to modify the trade details. All parties to the trade must affirm
the amendment.

[0095] Terminations can be initiated by an investment advisor, who alleges the
termination details to the dealer. FIG. 9 show an example of an investment advisor screen for
entering details for terminating a single name CDS trade. If the original trade was affirmed via

20  the platform, the investment advisor may select the option to terminate the trade and enter the
relevant termination details (as defined below). The investment advisor may have the option to
terminate (a) a single allocation, (b) an entire block trade or (c) multiple allocations within a

block trade. If the original trade was not affirmed via the platform, the investment advisor may

enter the original trade details, as well as the termination details, into the platform.



trade prior to affirmati on of such trade. The platformmy allow the
dealer to nodify and resubmt recalled trades. [0091] If the

i nvestment advisor affirnms the trade details, the platform my
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the investnent advisor rejects the trade details, the platformcan
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re-al | eged.. . [0094] If the trade is in either an alleged or
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amendnent to nodi fIy the trade details. Al parties to the trade nust
affirm [0098] If all relevant fields are provided, the platform can send the termination to the

dealer for affirmation. FIG. 10 shows an example of the main dealer screen after a termination

has been received from an investment advisor. As shown in FIG. 10, the dealer is provided the
opportunity to affirm or reject the termination with a single click.

15 [0099] The investment advisor may have the ability to recall a termination prior to
affirmation of such termination. The platform may allow the investment advisor to modify and
resubmit recalled terminations.

[0100] If the dealer affirms the termination, the platform can reduce the notional
amount of the trade to the new notional. If the notional amount is reduced to 0MM, the trade

20  status can be set to terminated.

[0101] If the dealer rejects the termination, the platform can send a reject message back
to the investment advisor. The dealer may be required to add a comment explaining why the
termination was rejected. The platform may allow the investment advisor to modify and

resubmit the rejected trade.



t he amendnent . [ 0095] Terminations can be initiated by an

i nvest nent advi sor, who alleges the termnation details to the
dealer. FIG 9 show an exanple of an investnent advisor screen for
entering d¥P2M841318? terminating a single name CDS tradkCT/US20¢8[4p2910
original trade was affirnmed via 20 the platform the investnent

advi sor may select the option to termnate the trade and enter the
rel evant termnation details (as defined _below). The investnent
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t er mi nat fromation.” The novatip@ noQ]belagreet do b thednvestdant advisanend themewaleplsn,
the platform can reduce the notional anobunt of the trade to the new
not i onal outdifle ¢ffthe platfommaThanmation sy ntsoleedlitnedOvdg thhplatfomde

20status can be set to term nated. [0101] If the dealer rejects

t he term nat ((1ed] tTherder & &ffimtieamovaaon the inegstténtnEsisagmtdiadk ko t he
i nvestnent advi sor. The dealer may be required to add a conmment

expl g9 Ni fipghsidién k&1Rrd into the platform, which is then affirmed by the new dealer and accepted by
the original dealer. Although the original dealer (remaining party) may not always be aware of
the novation prior to receiving a message through the platform, it may be required to consent to
or deny the novation in line with ISDA Novation Protocol II. Once affirmed and accepted by
all the parties, the original dealer and the new dealer become party to a new transaction under

20  the terms set out in the transaction record, and the transaction between the investment manager
and the original dealer is terminated.
[0105] Following is a more detailed description of the novation procedure between an

investment advisor and two dealers. A novation can be initiated by the investment advisor (the

“transferor”), who alleges the novation details to both the original dealer (the “remaining



term nation was rejected. The platformmay allow the investnent
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i nvest ”Ps@fec?&Vdp'ﬁQﬁ t@ﬂ&\%EeSthE RBadSM chier Tt}{ear@&@&{t'ng%tfo%%faﬂs (zﬁtdi)sch&%d below).
platform which is then affirned by the new deal er and accepted by

the ori gf' E}Lvé;ﬁfgén?gdwﬁlr%gb?'lﬁhe tHe% BBﬁ & ated fﬁ%@fnlg d aqmtmnng)) RAtAYE

may not vvays awar e the novation prio ecel Vi ng’ & nessage
th h .t tf

novat | orbl? .ﬁ‘ﬁpﬁdﬁg’fﬁm‘ﬂﬁl@,ﬁg\ﬁ?{‘fép§%ﬁr‘§‘nqﬁao? o B lfad Earg?rea’é %%3
becone. FEREy e oAU e P L TS 209 R (e el e ot o

transactjon record and t he trans bet wee e | nvest nent

mandder BREORHEN details, inlp thelptiyrmy ﬁgefﬂisr?ateéanp c ol an [y SHEIENIEASYSETS Fgeen
is a nore detail ed_description of the ngvation procedure between an

i nvest neAt enigringglstails dor noxatingasiagle name LAYREIPHACIRASASEORN| ti at ed by

the investnment advisor (the "transferor"), who alleges the novation
details to bBATk Adesovajionaetails magringludes trapséores, BoWajionamount, novation spread,

2008/ 112109PCT/ US2008/ 002910 - 18 -
novation fee, payer/payee, novation date, effective date, novation fee date, and novation ref.

[0108] To specify a full novation, the investment advisor may enter the full novation
15  amount of the trade in the novation amount field. For a partial novation, the investment advisor
may enter the partial novation amount.

[0109] The investment advisor may have the option to either enter the novation fee or
the novation spread. If the investment advisor enters the novation spread instead of the
novation fee, then the transferee may be required to enter the novation fee. Once the fransferee

20  has entered the novation fee, the investment advisor can either affirm or reject the novation fee.

[0110] If all relevant fields are provided, the platform may send the novation

simultaneously to both the transferee and the remaining party for affirmation. Both dealers

may either affirm or reject the novation. FIG. 13 shows an example of a dealer screen after



party") and the dealer stepping into the trade (the "transferee").
FIG 11 is an exanple of an investnent advisor's position blotter
screen. This screen shows an investnent adviser's outstanding

posi ti ons. WRF0(8AYHE? nent advi sor may initiate a novati G¢TgEs2008/002910
termnation of a position affirnmed via the platformfromthis screen.
5[0106] If the original trade was affirnmed via the platform the

i nvest ment advi sor may sel ect an optiongto novate the trade and enter
the rel evant novation details (as di scuSsed below). The investnent
advi sor may have the option to novate: (a) a single allocation, (b) |
an ent i riscéipiorianaHlesrd nevaticn) Theldenlst kasahq dhoineiof AEriRgRT el kg novation
trade. If the original trade was not affirnmed via the platform the

i nvest mewsingaaheictiok. may enter the original trade details, as well as
10t he novation details, into the platform FIG 12 is an exanpl e of
an i nvest nen{01adyiBerihestuemne edvifamagnheability tdedcall hsofatfonmeivatd affjrmation
single nane CDS contract transaction. [ 0107] The novation

det ai | s ¢faych helatiee: The plagbed @ay alew el investnany Advisor ey fiodifn asdresasinit
novation fee, payer/payee, novation date, effective date, novation
fee dat eecARd nBeMaLiON ref. [0108] To specify a full novation, the

i nvest ment advi sor nmay enter the full novation 15anmount of the trade

in the novat @ 2pMPHRinokAfinds aﬁﬁﬁleabp%ﬁaid%lneﬂ%fmmem[ag%gg]rﬂa?\gg&km

advi sor may enter the partial novation anount.
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the platformmy send the novation sinu)taneously to both the

t r ankk erpayatonpponnt pathall of the smetyade detatls 45 ‘E?rﬁ’f‘% plLiragst h deal ers

[0113] If either dealer rejects the novation, the platform may send a reject message back
to the other dealer and the investment advisor. The rejecting dealer may be required to add a
comment explaining why the novation was rejected. The platform may allow the investment
advisor to modify and resubmit rejected trades.

15 [0114] If the novation is affirmed, either party has the ability to void the novation. All
three parties may be required to agree on the void and add a comment explaining why the
novation was voided. The platform may allow the investment advisor to modify and resubmit a
voided novation.

Prime broker “give-up”

20 [0115] A prime broker “give-up” occurs when an investment advisor enters into a
transaction with a dealer and informs the dealer that it is “giving-up” its transaction to a
designated prime broker (usually a dealer in order to obtain margin or collateral relief). The
dealer then enters details of the transaction into the platform and indicates that his trade

counterparty is the prime broker. The investment advisor and its prime broker each may need



may either affirmor reject the novation. FIG 13 shows an exanpl e of
a deal er screen after WD 2008/ 112109PCT/ US2008/ 002910 - 19 - recei pt
of an all eged novation. The deal er has the choice of affirmng or

rej ecti ng WRE0AV2A0? on usi ng one click. [0111] The i nveXiTRHI008Q6R%1G or
may the ability to recall a novation prior to affirmation of such
novation. The platformmay all ow the investnment advisor to nodify and
resubmt Srecalled novations. [0112] [f,qthe novation is affirmed by
both dealers: (a) The pl atform may reduce t he notlonal anount of the
trade between the transferor and renalnln? art y the novat.ion
amount . lofaffime (araejeesh e dstade af thedrade g eglatiorn Gt Heisen gwample af yprime
can be set to novated. (b) The platformnay create a new trade

bet ween biekenr@veimagegptangetsgregnd t he transferee of the 10 novation
amount with all of the sane trade details as the original trade.
[0113] If ei foid6] dfat@pted ejatht platfoem thisatansattion resulpd iattheoorigina yradebetwaen
rej ect nmessage back to the other dealer and the investnent advisor.
The rej etkidegleedlthe invBstmbRk alidol Bedxih Fiverddpltorthe pANR Brole@X Mdaieplatgl W) a
the novation was rejected. The platformmy allow the investnent

advi spr frghsBRdnibétvaRd theedddRihd tHe) @iﬁkﬂﬂoﬁefr%ﬂ@ﬁl) trankd3h k) Beftwéé?ﬁhe prime

novation is affirmed, either party has the ability to void the

novat i onp ol anﬁlﬂ{eelﬁv&?rﬁ&dt%ﬁwg@ryacﬁ %Bﬁﬂéﬁaitedi‘ oh€ oPBLRERALS, TR pYREctmans

add a comrent expl ai ni ng wh vation was vol ded. The platform
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novati on.

brokers. Prime brokers may be classified into two types, step out and stay-in. A stay-in prime
broker can act as the remaining party to a novation transaction imtiated by their clients whereas
10  astep-out prime broker will exit the trade with the executing broker when their client novates.
The platform may handle the messaging of the transaction details specific to the type of prime
broker in the transaction.
[0117] Following are examples of workflows involving a prime broker:

New trade workflow (dealer versus investment advisor via prime broker give up)

15 [0118] The new trade affirmation process may be initiated by the dealer and affirmed
by the investment advisor and prime broker. The dealer may enter all relevant trade details of
the trade, including the prime broker to whom the trade is being given-up. The investment
advisor can either affirm or reject the trade. If the investment advisor desires to allocate the
trade across multiple Funds, it may do so prior to affirmation of the trade details.

20 [0119] The dealer may have the ability to recall a trade prior to affirmation of such
trade. The platform may allow the dealer to modify and resubmit recalled trades.

[0120] If the trade is affirmed by the investment advisor, the prime broker may be

notified of the trade give up and a clock may start running for that Trade. The clock indicates



20[ 0115] A prine broker "give-up" occurs when an investnment advisor
enters into a transaction wth a dealer and inforns the deal er that
it is #giving-up" its transaction to a designated prinme broker

(usual |y av@eb18da210% order to obtain nmargin or col | at erRIT/¥RPI8&HH2910
The deal er then enters details of the transaction into the platform
and indicates that his trade counterparty is the prinme broker. The

i nvest ment advisor and its prime broker,,each may need WO

2008/ 112109PCMJ S2008/ 002910 - 20 - to azflfi rm(or reject) the details
of the trade on the platform FIG 14 is an exanple of a prine broker
gi ve- up theeeporssdimewitkiarwhich the pige bejker hasde gefinrede Wade give upl 2he BiRe
this transaction results in the original trade between the deal er and
t he i nvebtokertan adhdérsbiimber mgcgtheéadaip to the prine broker and
replaced by (i) a 5 transaction between the dealer and the prine
broker and (i[0#121] rErigaedide an4ffimedbybsh theliavgstrhen abviedraind prichetbineker: (a) For
i nvest ment advi sor acting on behalf of one or nore funds. The

pl at f or Mygayedinfeat ABMDr-Ethe PRI BAY ioaierat alsRipld thaleitioketEDEkhe @u@d if dig trade
transaction information to prine brokers. Prine brokers nay be

classi fi gas hitaflolathd, by PEparatd eRleQtketdBkash @Modaflon AheieaNe irfePbdsBlocated
broker can act as the remal ni ng party to a novation transacti on

initiat egl«tr?gaé é}éﬁ%}%h dﬁgf‘@s{:o%ﬁ_r }%ﬁﬁ%ég)kk@r: %%aﬁﬂe?ént@(%fhlex??& gﬁepité)g ShgWitlalie ticket

exit the xecuti ng er I ent novat es.
The pl atfor,m handle {h sagal f S ' '
speci fi C}%rglett%@%ta%%g&ﬁe lpI)IF Srtrrgg r%ragglé&q'ir%ett aggﬁagaﬁgtac it’%[%d] OFg%%ﬁLa% trade
Fol | ow ng .are ex es. of workfl o i nvol vj a_pri br oker.: W,
{rade wolsel Breraeloeripr it te it phrerots Rt OB LA tmgitorm
gi ve up) 15[0118] The new trade affirmation process may be initiated
by the dE#Yako gﬂlfr%t? psigEdrady tek for Bpdrerpeinstie Zisﬂeramemwﬁ amount on
broker. The deal er may enter all relevant trade details of the trade,
i ncl Wi ntis trrde pickeianay bsidke surp ofithe mlpeaied; tradgeifithe mﬁﬁ@e@i%ﬁﬁerﬂpc |
investment advi sor can either affirmor reject the trade. If the
i nvest nearosaviltple fendsi (@ or thealeplor dheerlatfiorm may gengsdto s single tradp figket for the
Funds, it may do so prior to affirmation of the trade details.
20[ 0119] tradecagdimal the primy biekes Tiencdionkliamounton thistrddedicketanhy herthosum of the
affirmati on of such
allocated trades if the investment advisor allocated across multiple funds.
[0122] If the trade is rejected by either the investment advisor or the prime broker, the
15  platform may send a reject message back to the parties on the trade. The party rejecting the
trade may be required to add a comment explaining why the trade was rejected. The platform
may allow the dealer to modify and resubmit rejected trades.
[0123] If the trade is affirmed, all parties may have the ability to void the Trade. All
parties may be required to agree to the voided trade and to add a comment explaining why the
20  trade was voided. The platform may allow the dealer to modify and resubmit voided trades.
Termination workflow (dealer versus investment advisor for prime broker give-up trade
[0124] Terminations can be initiated by the investment advisor, who alleges the

termination details to the dealer and prime broker. If the original trade was affirmed via the

platform, the investment advisor may select the option to terminate the trade and enter the



trade. The platformmay allow the dealer to nodify and resubmt
recal l ed trades. [0120] If the trade is affirmed by the

i nvestment advisor, the prinme broker nay be notified of the trade

give up andO308f1eER% nay start running for that Trade. THE/E2608[002910

i ndi cates WD 2008/ 112109PCT/ US2008/ 002910 - 21 - the response tine

wi thin which the prine broker has to action the trade give up. The
prime broker can either affirmor reject, the trade. [0121] |If
the trade is affirmed by both the investnent advisor and prine

broker: (a) For the investnent advisor: the platformmay generate a

si ngl e t reeyenttpmdeationgletails éastdediaed belowh eTherigvrstoaeng advisnr neay haya thepptign to
a separate trade ticket for each allocation where the trade was

al | ocat ettramteds) mingle pllecatiomdb) ar( itirgblock waderyri(eemutipleatlocations within a
platform may generate a single trade ticket for the trade against the

i nvest nebloclatades af theforiginal tradedeasyas affomed Maakapledomy theingsespaermtadvisor may
trade ticket for each allocation where the trade was all ocated across

mul ti pl eedinBSorigifal tRatié@ilgasnxilak SR teiifitih@erilsingl e pladsien.t i cket
for the trade against the dealer. The notional ambunt on 10this trade

tickes may beoiRe Pt eRhinkdth dhdiRGRlySHcIhAA @ Mminakioh AR olMy REhiHaNSN spread,

advi sor allocated across nultiple funds. (c) For the dealer: the

pl at f or maams, HGNRE b0 GhrtnihdiRARatd, E#fELivE Bhte [tBEnihaRAGAgRE NRE t he
prime brgﬁgr? The ﬂ%??@ﬁgl’anndnt on this trade ticket na§ be the sum
of the a&%ﬁﬁ%ﬁggfgrades if the investnent advisor allocated across

mul tipl e Tunds. 122] If the trade is rejected by either the

i nvest ment agyj.sor..or the pri broker., the 15 pl.atform e a

o ot mossadi Bk rseitha ML RO e bV Ec R Rherh TR, T g
the trade npy.be requiped to.add a cp nt expl aj njng why the trade
was. T ef cEPBIAIFAM L ForHpARg) (SHBAOPHEe RSEICE: MRE MY cathe partal
resubmt rejected trades. [0123] If the trade is affirned, al
part1®s IFEINABRIAMHALahi | ity to void the Trade. Al parties may be
required to agree to the voided trade and to add a comment expl ai ning
why the 20 t (&3d] wEhe ipwstraent adrisorgnay haye therpjion e either paicyibg feaminagon fee
modi fy and resubmt voided trades. Term nation workflow (deal er

versus i ontbs temivationisireask. If the ipydstmend adidenr eglersche jprminatien) spread instead of the

termination fee, then the dealer may be required to enter the termination fee. Once the dealer
has entered the termination fee, the investment advisor may either affirm or reject the
15 termination fee.

[0128] If all relevant fields are provided, the platform may send the termination to both
the dealer and the prime broker for affirmation. Both parties can either affirm or reject the
termination.

[0129] The investment advisor may have the ability to recall a termination prior to

20  affirmation of such termination. The platform may allow the investment advisor to modify and
resubmit recalled terminations.

[0130] If the termination is affirmed by the dealer and the prime broker, the platform
may reduce the notional amount of the trade to the new notional. If the notional amount is

reduced to OMM, the trade status may be set to terminated.



[0124] Term nations can be initiated by the investnment advisor, who
all eges the termnnation details to the dealer and prine broker. If

the original-trade was affirnmed via the platform the investnent

advi sor ma¥}y09e18ddt109 he option to term nate the trade arR€TEHR2e48/0039¢0

WO 2008/ 112109PCT/ US2008/ 002910 - 22 - relevant term nation details
(as defined below). The investnent advisor nmay have the option to
termnate (a) a single allocation, (b) gan entire block trade or (c)
multiple allocations within a block trade. If the original trade was
not affirmed via the platform the investnent advisor may enter the
ori gi nal trad®3dptidpither thesdealst br préme heokewuejeictsdbe grmigation, ithe, platiars made
platform 5[0125] The term nation details may include: term nation
amount , dead mirgjadtingassappbeddto theothenztriiasn The party soyetihg thegeide meyrhierequirsd to
date, effective date, term nation fee date, and term nation ref.

[0126] Taddso@enrhant axplainingtvatiynths &hdowas iefeetddn Ths phaefotm adiyiablow thainvestment
enter the full term nation anount. For a partial term nation, the

| nvest mepfyiad SOdifNENA Bafbalit fefRtel@lesal 10 term nation anount.
[0127] The |nvest nment advisor nmay have the option to either enter the

termaqation T@&29r1riHaGeBhANR3E h@RmER ra@l%lels‘}rlatyhﬁvé ﬂﬁé%ﬁilﬁ?f&vcﬁmﬂesor
enters the t atlon spread 1 nstead of the térmi nation fee, then
Lhe deaghm At B iy DO RREES bt AUk hib R and gmgéaﬁmem
eal er has éen ere er nat the 1 nvestnent advi sor

ei t her aff r.m or ect the 15ter

fields a‘?’@ PM8% ™ (leégl]’ tfeﬂ"émﬁtll%‘y%sr %t’%’gg’&a t@ﬁmr%%%#at%l% 6%e%tn{e ﬁ\?ﬁg} to
t he deal er ‘?’2‘%5%' oker for affirmation. Both parties can

ei ther appf Ie?‘@J%BEYOI fCTRINARRSt i on. [0129] The invest ment

advi sor may have the ablllty to recaII a ter nat| on_prior to %0
affirnmat avatle deg ad 0 e oL ) ZIVIE trade
i nvest ment adV| sor _to nodi fy and resubm t recal I ed term nations,

[0130) If thdOX33} akamingare svarrrkilaws faynquatoneta wadegiven ypdo grime broker:

broker, the platform
(a) The prime broker acts as the remaining party in the novation; or (b) The prime broker steps

out of the trade by simultaneously terminating the trade with the investment advisor and
novating the trade with the dealer on the other side.
[0134] The platform may automatically select one of the two workflows based on a
15  preference specified by the prime broker. In both cases, the novation may be initiated by the
investment advisor and affirmed by the dealer(s) and prime broker. If the original trade was
affirmed via the platform, the investment advisor may select the option to novate the trade and
enter the relevant novation details (as defined below). The investment advisor has the option to
novate (a) a single allocation, (b) an entire block trade or (¢) multiple allocations within a block
20 trade. Ifthe original trade was not affirmed via the platform, the investment advisor may enter
the original trade details, as well as the novation details, into the platform.
[0135] The novation details may include: transferee, novation amount, novation spread,

novation fee, payer/payee, novation date, effective date, novation fee date, novation ref.,



- may reduce the notional anount of the trade to the new notional. If

the notional amount is reduced to OVW the trade status may be set to
termnated. W® 2008/ 112109PCT/ US2008/ 002910 - 23 - [0131] |If

ei ther theveausda218t prine broker rejects the term nat iP&T/US2¢8/002910
platformnmay send a reject nessage back to the other parties. The
party rejecting the trade may be required to add a conment expl ai ni ng
why the trade was rejected. The platfaormmy allow the investnent
advisor to nodify and resubnmit rejected trades. 5[0132] If the
termnation is affirmed, all parties may have the ability to void the
terninat i on. [(36] peor speeiy afiyl newatien; the iavestmens advigorypayenigrahe full novation
termnation and to add a coment expl ai ning why the term nation was
voi ded. aphewmpbhihe trade imethie ndvation ameuntfiedd t Fngatpatitl neationghepattialynosingal
resubmt voided term nations. Novation workfl ow (deal er versus

I nvest nmedhoumt veis®novated iy beerierod andeg ithed nopatiohaseunt*fidld) 13 3]

Foll ow ng are two workfl ows for novation of a trade given up to a
prine broker j016a) THGnwWsinteat BdVER mAUaSe 82 dptién foditherédier théhdwatibi fdelve
novation; or (b) The prinme broker steps out of the trade by

si nulst ang@H&Varioh 8prehd) aﬁf&ﬁ&n{'&ﬁnéﬂtigﬁsdﬂehfbré e nb ViR sPrRAd imdkYd §Pthe and
novating the trade with the dealer on the other side. [0134] The

platfor mJyByoPE QH%I ﬂgg ahéfer%@h[% theQ ru‘gﬁ td &ﬁexit ndWRLKH ?&“@)xﬁﬁﬁ%%a?@fe?ce

15preference specl y the p i me oth cases

he. doaltsF ELsRE e UEbr s b%emfti'&}‘lﬁ%%@??é}aﬁq“ﬁ% B k] Bl

via the 1ﬁ| atform the investnent advisor may select the option to
novate t'fi# trade and enter the relevant novation details (as defined
bel ow). .The |nve t advi sor  has the option to novate (a) a single
al l ocati s © Zea el tiple allocations
within a bl ock 20 t rade. If t he or|g| naI trade was not affirned via
t he Y91 at f or n{0138k Fonthesyorkflew aheresioF PRy begkes pots puthe Ferpainiag paitn e
details, as well as the novation details, into the platform [0135
The novatlatéumyeaasend thenovaien iodbe transigies @ealer) and vamaining R Arme broker)
novati on spread,

for affirmation. Both parties may either affirm or reject the novation.

[0139] The investment advisor may have the ability to recall a novation prior to

affirmation of such novation. The platform may allow the investment advisor to modify and
15  resubmit recalled novations.

[0140] If the novation is affirmed by both parties: (a) The platform may reduce the
notional amount of the trade between the transferor (investment advisor) and remaining party
{prime broker} by the novation amount. If the notional amount is reduced to 0MM, the trade
status may be set to novated. (b) The platform may create a new trade between the remaining

20 party (prime broker) and the transferee (dealer) of the novation amount with all of the same
trade details as the original trade.

[0141] If either party rejects the novation, the platform may send a reject message back

to the parties. The party rejecting the trade is required to add a comment explaining why the



nevation fee, payer/payee, novation date, effective date, novation
fee date, novation ref., WD 20081112109PCT/ US2008/ 002910 - 24 -
[0136] To specify -a full novation, the investnent advisor may enter
the full rM¥ea0BAM2I8ount of the trade in the novati on HETUFR2008/0e29¢N
For a partial novation, the partial notional anount being novated nmay
be entered under the "novation anount"” field. [0137] The investnent
advi sor may have the option to either gater the novation fee or 5 the
novation spread. If the investnment advisor enters the novation spread
instead of the novation fee, then the transferee may be required to
enter t hizadaoveardiested: cbhe mptfemimey allowy e dnestmeatadyigos femogifcantogabmgh
fee, the investnent advisor may either affirmor reject the novation
f ee. Nowvajeciod tradeskf | ow (prine broker is the remaining party)

10[ 0138] For the workfl ow where the prinme broker acts as the
remai ni ng pafitiy?] tihthe poedtfoarmaffiryed atichattize havatat hhilityt 1 voliethe navesioer édl
(deal er) and remaining party (prime broker) for affirmation. Both

parties gmesabd Riiradl tbladin @bmhRhesipldifiag MhY ad ivation was voiddd) T3 platfvem
i nvest nent advi sor may have the ability to recall a novation prior to

af fi rgvat f,ana1Rfy the GlveBmieat Adisor I @ oMirphdiRRY vallddgvhtighsi nvest nent
advi sor to nodify and 15resubmt recall ed novati ons. [0140] If

the novayifoh Sofftddw Mot RoPaEA T €S: (@) The platform may reduce
rade be

t he notiona en the transferor (investnent
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If the notio u I's reduce atus ‘'may be set

to novat ed. The pl atfpr create a new trade,between the .
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novation anount with all of the sane tr%ge details as the origina
trade.  (dealer) fos pafimarion.c Afnapres ap\PTnES BETR OF feiech B PYRIP ¢ he
platform nmay send a reject nessage back to the parties. The part

rej édting t hElddhddeiinvespnt adyasor saydyvathe sailishio Tesah %@WH@EW% he

affirmation of such novation. The platform may allow the investment advisor to modify and
resubmit recalled novations.
[0145] If the novation is affirmed by all parties: (a) The platform may reduce the
notional amount of the trade between the prime broker and the investment advisor by the
15 novation amount. If the notional amount is reduced to 0MM, the trade status may be set to
terminated. (b) The platform may reduce the notional amount of the trade between the
transferor (prime broker) and remaining party (dealer) by the novation amount. If the notional
amount is reduced to 0MM, the trade status may be set to novated. (¢) The platform may create
a new trade between the remaining party (dealer) and the &ansferee (dealer) of the novation
20  amount with all of the same trade details as the original trade.
[0146] If any party rejects the novation, the platform may send a reject message back to
the parties. The party rejecting the trade may be required to add a comment explaining why the
trade was rejected. The platform may allow the investment advisor to modify and resubmit

rejected trades.



WO 2Q08/ 112109PCT/ US2008/ 002910 - 25 - trade was rejected.- The
platformmay allow the investnent advisor to nodify and resubmt
rejected trades. = [0142] If the novation is affirned, all
parties hawe2sd1zB8? ity to void the novation. Al par tRGEURAW/002910
required to add a comment expl ai ni ng why the novation was voi ded. The
platform5 may allow the investnent advisor to nodify and resubmt

voi ded novations. Novation workfl ow (p_r2i6r_re br oker steps out)

[0143] For the workflow where the prine broker steps out of the
trade, the platformmmy send the novation to the transferee (dealer),
transferor ([H0¥4Tk 1§ thekovytiomid affaormeilallnprismeay haye Heabjlity &y void the novation.
affirmation. Al parties may either affirmor reject the novation.

10[ 0144] Alllpertien weg tberetuirad W agee toapidthe eovdtienabd hid y ceromerteaplaining why
novation prior to affirmation of such novation. The pl atform may

al | ow t hgieinpvaivhveRtvoRidli $he platfonmial wllewdhe iaseshnert adeicalth ewdify and
novations. [0145] If the novation is affirnmed by all parties: (a) The
pl at f or mgEamit esiH&Endagomot | onal anount of the trade between the
prime broker and the investnent advisor by the 15 novation anount. |If

t he noti pRabmRRRMYGiRatigduced to OM the trade status nmay be set to
t er m nat ed. e platformmy reduce the notional anount of the

trade betwee [[‘%fe“%ﬁ ﬁlsﬁ}gi ﬁﬁ&afffc?,_ahﬁpwa%@my-aagfﬂ@%ﬁ AYmPR! &¥investment

(deal er) by ova n anmoun t he not’ ona Is reduced to
th : t at { {: .

Cr o S s TR e RV ot ) LB Ao e

t f (deal f th ti 20 ith. .all t h

trade. defaSaLalkeSos T e e S YEHL i Re S ep iy Ha e rade

the novation, the platformnmay send a reject nessage back to the

parti es. defls. 5’&rAPanPaé]céBF’iPﬁ@SOPWQS@-%Hﬁ'énﬂgwf’i%eﬁné‘ﬁ'i}%ﬁé’aort GPURd new trade

comment expl ai ning why the trade was rejected. The platform may allow

t he 1thvedstzitsrgaiashdeals n%saa%ﬁdr%tr@d@di%%u BhEleClF Qlie RIeEAEng Q5 By estmeg)

2008/ 112109PCT/ US2008/ 002910 )
advisor trade allocations to dealer counterparties upon automatic affirmation. d) Exception

processing tools to reso}ve un-affirmed captured transactions.
[0149] To capture new trades on the platform using auto-affirmation, the following
procedure is performed: 1) New trade and allocation details from the investment advisors trade
15  capture system is delivered to platform (for example, via the platform API). These details are
captured and used in the auto-affirmation process (In ‘captured’ status). 2) Upon capturing the
trade, the platform applies a unique UTRAN# trade identifier to the captured trade and delivers
an acknowledgement that the transaction was successfully captured. 3) The platform displays
the captured transaction in the transaction blotter for the investment advisor (which may be
20  recalled by the investment advisor if not already automatically affirmed). FIG. 18 shows an
example of the capture new trade on an investment advisor screen,
{0150] Captured trades may be automatically affirmed by the platform. Upon receipt of
the captured buy-side new trade, the platform may automatically compare the block trade

details against all dealer alleged transactions and automatically affirm transactions where all



- 26 - - [0147] If the novation is affirned, all parties-may have
the ability to void the novation. Al parties may be required to
agree to void the novati-on and add a comrent explainin qu t he
novati on WO 2G4EE® The platformmay all ow t he invest%ﬁﬁW’%ﬁwmgﬁﬂ’to
nodi fy and resubmt voi ded novations. 5 Platform Auto-affirmation
[0148] Platform auto-affirmati on provides buy-side clients (for
exanpl e, an investnent advisor) one or.ogure of the follow ng
features: a)The ability to electronically capture new trade details
with allocations fromtrade capture systens w thout waiting for

deal ers ¥ BpsEGE feldsie duagirdment Gpsedary ﬁxemelan}zfaﬁv%wgm?fﬂ legal
affirmati on of investnent advisor captured new trade 10details

agai nst efuiky BamepereiRreRag cAEW/elligaiiory datss. pad peymaent ifenmation; ancademativy lof
i nvest ment advi sor trade allocations to deal er counterparties upon
aut omat i EURf/fUSDridi¢ramce isiypriied exhen comparogaptionglees of16. tlg shagsnexample of
un-affirmed captured transactions. [0149] To capture new trades
on t he paminfestrentativigorauteon af fn autetaffomed mbw tfadel ow ng procedure is
perfornmed: 1) New trade and allocation details fromthe investnent
advi sprs trag@rsip Sagoswndn FYGT BNif Snethedonvaakable tradeds found) tit pfaéfbrm may
exanple, via the platformAPI). These details are captured and used

in the aghonafidhilyBldmmPneeessr dleded falt thmges tht 8iptered irdksthiRaadvisor
capturi-ng the trade, the platformapplies a uni que UTRAN# trade

i denti fi @factiRinkdiBof &R ot ddaplifed® ik AR-AMEHS BNAFAIRAN QQ%EE%F@M%E to

the transaction was successfufiy captured. 3) %ﬂe pl atform di spl ays

t he capt%ggg%g{&ﬂ&qe%%@g rﬁi”[n}r%??g ol BRIRTM ga@h@k%iﬁé teh@ 139°3) Bnriches the

i nvest nen Vi sor reca e 1 nves

advi sor %{m?ﬁ%@é@?ﬂ?@%@{ﬁ@% aéghxuéJ iHeEn'E??r%n%e L %pe%s*?cl%eﬁ‘l%&maeﬁ fields. 4)

exarrpl e an |1 nves n VI SOI ScCreen.

[ 0150 ured rades 3%‘ ut omat i ca affirnmed by the platfarm
Uportt e cRFsEnE the@eTarmt T BECSLEF e adenen PR B alpin i Reg B
automatical ly conpare thg BIOﬁ; trade details against all dealer
al | eged ¥ ter prvyided i@dadetaiat i cal |y affirm transactions where al
WO 2008/ 112109PCT/ US2008/ 002910 - 27 - key conparable fields are in
agr eenent (b3 ofp repeicile warpiimed rageastipns, Higjayostesnt advisers ean dies ¢y
names, reference entity/obligation, dates, and paynment information;
an aut onmgténsils ragusmormaSon agh assithe doliawving siolseand\pineagdursprpescribe with rasprct
fees. FIG 19 shows an exanple of an investnent advisor screen of an
aut o- af forFied2thelG. 2 dieows investment advisor screens used for reconciling a trade that was not
15 auto affirmed. To reconcile trades using the interface in FIG. 20 the investment advisor: 1)
Selects the captured trade in the transaction biotter to view the captured trade details. 2)
Selects the ‘compare’ button of in the details section to open a position reconciliation screen.
The screen can list all un-affirmed dealer alleged new trades for the product type and trade date
by order of most to least number of fields that are in agreement. 3) Review the buy-side
20  captured trade details that don’t agree with the dealer alleged trade details (highlighted in red)
and either reject a dealers allege (with a reject reason} or repair the trade details in the buy-side
trade Capture system and re-capture the new trade details. 4) Should the buy-side trade capture

system not support trade cancels, users may purge erroneous un-affirmed captured transactions

by selecting the Recall button on the Platform GUIL



5[ 0151] As<shown in FIG 19, if a new conparable trade is found, the
platformmay automatically: 1) Affirns the deal er alleged trade;
changes the ca&tured i nvest'nment advi sor trade transaction status from
"capt ur ed' WPGBAIRIB af fi rm " 2) Applies and delivers allJEaZPERLLY
the dealer affirmed trade (with notional breakdowns and buy-side
trade IDs). 3) Enriches the auto-affirmed deal er block trade with
captured internal trade identifiers/clizgnt defined fields. 4) 10

Ref erences the platform UTRAN# of the captured transaction that was

aut omati cal | i usi eal er pr.ovided tragde details. [0152J. TO
reconcil e unYQalgH rr‘rr{'ggglt Fﬁrfg‘%@?’aﬁ%f““{éﬁ@nﬁﬂ}ﬁe%é%gﬁfmﬁw Bﬁescgﬂﬁomng 18
either reconcile trades normally or, can use the follow ng tools and

pr oceduradeseraitoniop e Rgw iagaap eBilnitigteptrade: degler pnddnvesymen sgisor execute a

i nvestnent advi sor screens used for reconciling a trade that was not
15aut o afei blagidirade@ng eptonadeadetailsde Sheirgppgetivedradn eantargsestems. FSubpot
the investnent advisor: 1) Selects the captured trade in the

t r ansacttiade: dealer fed investmertvadyiser sbptivthe tade detilsde thaiflafor@) 33éillege/sapture
the 'conpare' button of in the details section to open a position
reconci ltraakaction:she platfornd Heliveey the dealarsubinfitedataie detaidd falleged to the dhvestment
all eged new trades for the product type and trade date by order of

nost t o J49ast; IR mOdredtestd Ginshdinin (Sdaptukd? negredewnius) B iRement ddvisor
buy-side 20 captured trade details that don't agree with the deal er

al | eged Jaf,@% 5 @AdeS uédal f_gpidt&Hﬁtﬁgaﬁiﬁnﬁtﬁﬂ)pu?ﬁngs‘?hLbGﬁlpﬁt@sjoﬁQﬁ' made
dealers allege (wth a reject reason) or repair the trade details in

t he buy-ai Lade -0 3 o
e RS ARSI e

details. r support

L1 ansacroaner iy B8 RePRle LR SLUBAEHR ol Aol AR EREEPRY Eggotions gyt
1 ovithart SHRI S1RGe PRt B1GE9 el P IE ek adedfhegsite

d i pti f. the fl i 1) Initiate t ., d d

st meApREU IRt A T e Bl 19 R AT OE R b KA et ai |

in their respective trade capture systens. 2) Subnjt trade: deal ?r .
and | nveaphEHtedsddseropivt e RBOPRAPoR Al PRI SRR R Ygopies
Al | ege/ capture 5 transaction: the platformdelivers the dealer

subni t t ehie invastmenteadyisprallogptiangetyaded Y s @ngl phass defined Tigtsifm thercpprured auto-
platformcreates a transaction ('capture’ new trade status) for

i nvest medfimatiensoionctaphadaattr adogedrtraneastion arfl dedivers sheostocpizonstpthe ¢egler on
pur poses. 4) Conparison of trade details/automatic affirmation: The

pl atlfSor nicaprtrod afviestreat advisoengw trade stapaisaklivéred viavAeRl) néniDead dudichorent:
captured auto-affirmtrade details against all dealer alleged new
trade triaRaS paNScdvidg the affirmed trade and allocations, submits its intemnal trade ID’s for

each allocation leg.
[0154] In the auto-affirmation system captured new trades may be 100% allocated to
either a block entity (i.e. no allocation) or to established funds on the platform. The platform
20  may not allow captured new trades to be modified. The platform may allow trades to be
recalled; corrected trade details in the investment advisor’s trade capture system can be

messaged to platform as a separate captured new trade.



10 automaticakly affirnms the deal er alleged transaction when al
fields are in agreenent; the captured investnent advisor new trade
status is set to 'auto-affirm” 5) Allocations applied/trade

i dentifier¥02851a4H% t he platform upon automatic affi r nt/15i§008/002910
automatically copies the investnment advisor allocations, trade ID s,
and client defined fields fromthe captured auto- affirmtransaction
to the dealer alleged transaction and _gelLivers the allocation to the
deal er 15 (captured investnent advisor new trade status is delivered
via APl). 6) nrichnment: deal ers,. upon. receiving,the affirmed
trade and al [@Sgi i(t%lfgl,re Pniredesimay q“i?f 9ﬁélglettf’ ‘g’beeb‘i}'ﬁg%e %51?, uegR ﬁ‘%'
all ocation | eg. [0154] In_the auto-affirnmatio systenlef tured
new t r acRiErmatipnpdealentiory Py set e capfuredirde allocgfiensdia re GORi¢ g the dealer
al location) or to established funds on the platform The platform 20
may not m¢ssaaedmaptitade fesribthetiadelwes menpdlyrmbanmedeaad alfpeatas).-at f or m may
allow trades to be recalled; corrected trade details in the

i nvest ment afMB56brA gaispade teelwau be pay of thaplatfiorth ¢herteanspeyted tacd maly atlewr m
as a separate captured new trade. WD 2008/ 112109PCT/ US2008/ 002910 -
29 - 5  usefs@d bpbadcapie mpaira\éntaiisriad epreadsheeiforyna oy exsinplectvafotri) for use
buy-side firm upon auto-affirmation, dealers nay only see the

capt ur edyit ade-affirhR6ah.| TRsuplbaied detalls BRapbediehed ing traepbrér vidsaaysidg the
new trade (as if the trade was manual ly affirnmed and al | ocat ed).

[0156] ArdnbRRRPAHILES tdbof Aker§ flay REveNBE tradd capfife HiraddsReciuthies foraesRPr t er
tool may allow 5Susers to upload trade capture details in a

spr eadshgat i HOLABRE t{d t?a{nsﬁaoi‘gegggl‘?vcfgﬁﬁe ftl%ﬂggétﬁill)sfte thd SIS Wsers may be able to

auto-af firmation. The up talls may be viewed 1 n a transporter

viewer. 4oL Je LIANAROLNS PRt ABlond USSE B BBV Eastd BalshBi9E file

capt ur e spreadsh a Server ere
tragﬁporter el ivers ails to the platform Users may be
t

he trad
abl et o Ye¥r Y|SF1§fﬁI}§fﬁig§%qré$réﬂ§? 902% Yo-affirmed, and trade upl oad

errors ig E browser.basgd transporter file 10viewer by selecting the
appropri d P option expiry system [0157] The platform
may al so include a _system for exercising credit derjvatiye, options.,.
[0158] CDS of5gha et Kengfden SR T CSHCITN BB rhpliprs

20 Decenber

[0158] CDS options tend to expire on 20 March, 20 June, 20 September, 20 December

of a given year. As a result there is a large concentration of work that needs to be performed on
15  these days in relation to the decision to exercise and option (or otherwise).

[0159] On maturity date of the option, the buyer of the option typically has to decide
between 9am and 4pm whether to exercise any options they have bought. To do this, the
exercise price on all options that a trader has bought needs to be compared to the current price
for the underlying CDS contract in the market. Currently most of this work has to be done

20  manually and each option has to be exercised individually. The platform may provide a more
efficient process for exercising CDS options.

[0160] FIG. 22 is a flow diagram of the process for exercising CDS options on the
platform. InFIG. 4, Step 1 —is the load and affirming of the trades. This can be doneina

similar manner to the method for loading other trades onto the platform. Where possible, the



of a given year.<As a result there is a large concentration of work -
that needs to be perforned on 15these days in relation to the
decision to exercise and option (or otherw se). [0159] On maturity
date of th®WOFPE 184t he buyer of the option typically %’?%0%@8?96%
bet ween 9am and 4pm whet her to exerci se any options they have bought.
To do this, the exercise price on all options that a trader has
bought needs to be conpared to the currgnt price for the underlying
CDS contract in the nmarket. Currently nost of this work has to be
done 20 ual Iy and each.o has t,0 be exer.ci,sed |nd|v dual

The pl at FBHoHE %y A6 sar@lgat-ﬁﬁ PReSHIBR ORI thepgme e thates ey b
opti ons. 160] FI G IS flom/dlagran1oﬁ g{ praocess for

exer ci si targw@!w%kﬂquyﬂ%ve@nz@tbﬁﬁﬁ ‘fﬂl%dfté?lrﬁan P Ugeddp allow &grapuliiple tradeg fycbe

| oad and affirm ng of the trades. This can be done in a simlar

manner tquickieandeedsidyiuploadeddeoan MjcrostfeEXCEEdu thenfile forraatp| Qneeplhirades are
Where possible, the WD 2008/ 112109PCT/ US2008/ 002910 - 30 - platform
may accelptdesitthai ming be affionehinthe osed magnes beford hag cambetdxercisedelnstep 4, Aat
it may for typical credit derivatives. A bulk upload tool can be used
t 0o ald overtdit fesdiistreqdiedt fran esvw. Craabitfiginips by, @rfebne a sinbijar sgdroa dElsls feedm

M crosoft EXCEL or other file formats. Once all trades are | oaded

they maypbgidad the bpmepridie Woeklyeredlt fixaipfr albereaitounieaily C@vrditby the fixings
exerC|sed In step 2, a bScredit feed is received from

ww. Cr edi b Edsx| 'mssprgoiabs & ackfr2f8 BprebdHitdtdh of Héhfket B 5 afh@d cBi BY a0
the appropriate weekly credit fixing for all credits currently

cover ed cl'[ehﬁué}%t cﬁtﬁg§ tﬂ:{%ﬁ%@s In 33h S tﬁ’er P8R RE WAFGWHAbSS to exercise and in

represen atlon e market at 11" am and can be used'to decide which
options & ‘13 §§s to 5’@ %ér?BecfarU&SmRHﬁé ateﬁ“r‘&bc%%er%mh&h options to
exerci se™ nd I'n I ONs exerci sed aré conmmuni cat ed

to caunter pail(}lggiglj&oég%%l 16W 8 he o mn %&e\ﬂ (Eptlon%uggrt 'ENh %50€ K isted

for optio
either on the buy or sell tab, and may only be listed once it has been affirmed by both

counterparties.
[0162] Buyers can select an individual trade to execute by selecting the tickbox against
that trade on the left hand side and then pressing the exercise button. Buyers may have the
15  option to filter the list of visible trades by, for example, credit, counterparty, status, and %
difference between the underlying market and Strike on the Options.
[0163] Buyers may also be able to elect to bulk exercise all selected trades, all trades
“in the money” (i.e. that have value to the owner by exercising the option), and all trades “in
the money” by a certain percentage. On the sell tab dealers may automatically see those
20  options that they have sold, where the buyer is exercising the option.
[0164] Once atrade has been exercised, a message may be sent to the appropriate
counterparty on platform. The platform may also automatically generates the standard ISDA
confirmation for this trade. Exercise of an option results in the creation of a new trade, and this

can be automatically created and booked on the platform if requested by the user.



either on the buy or sell tab, and may only be listed once it has
been affirmed by both counterparties. [0162] Buyers can sel ect
an individual trade to execute by selecting the tickbox agai nst that
trade on tWO X2 And si de and then pressing the exer &JEUHHB08F10
Buyers may have the 15option to filter the list of visible trades by,
for exanple, credit, counterparty, status, and %difference between

t he underlying market and Stri ke on the;Options. [0163] Buyers
may al so be able to elect to bulk exercise all selected trades, al
trades "i.n the noney"” (i.e. that have value to the owner by

exer ci si LeenLServiceS ' and al | trades "in the noney" by a certain
percentage. On the sell tab dealers may automatically see. thgose

200pt i ons t ha®165helhaplatformgpay alshapgoxt idelivsay et Credit Eyanptdyaticay(GENS). CENs
opti on. 10164] Once a trade has been exercised, a nessage may be

sent to aheortrashwpedrmsporsiutstusephetvpeneredit deriveting buises gpidselers mhemipe
al so automatically generates the standard | SDA confirmation for this
trade. HEiefined sedaolyirarieggdentity in @ sraliddsdeifanltt Svapexpaicnces aofredit ewent fsncdks,a
and this can be automatically created and booked on the platformif

request eshnRyuiptdyeoridstanits oVOp2RREEYL 12109PCT/ US2008/ 002910 - 31 - Credit
event services [0165] The platformmmay al so support delivery of

Credit Event [dN&6] CRBer(thDEN’s &£EN6lIvic] @Oyt ataciedeaple Astivealetadiag
between credit derivative buyers and sellers when the defined

under | yi fig ebﬁgﬁind%emmeagtad?prbfee@&ﬂb@@f%m ﬁéﬁ@éﬁl@rﬂ&ﬁ%r?gx%fé%]@ ied

event (such as a 5Sbankrupticy or defaults on a paynent).

After th,gm é'rﬁseﬂ&% iﬂsgéﬁggﬁgg%%éggof% acﬁ@cei%hgﬁdmﬁsgblsieﬁe&eﬁé ce

detailin event) a protection buyers ¢onmuni cate

T e BB AL UG B0 By PR B Bl b
i nclyde: referenced honds/obligations, settlenent pricing, and
| nli fht | WSl semegp:

[0167} Processing and settlement of credit events typically must be done between
specific timelines and terms or protection buyers could lose their settlement preferences or the
ability to settle at all; an inherent risk. This risk is further aggravated by the current process
which is decentralized and largely manual (fax, email, mail).

15 [0168] The platform can include functionality to permit the electronic delivery and
affirmation of CEN’s and NOPS in order to reduce the risks associated with processing credit
events and help centralize the process.

[0169] More specifically, the platform may allow users to upload event affected trades
using, for example, Excel, Flat File, or FpML, of which, can be validated against DTCC. The

20  platform can also include a counterparty contact database with, for example, an Institution
name, address, and event central point of contact (name phone, fax, bloomberg, and email

addresses). This database can be accessible, for example, via the GUI and third parties website

(ISDA website).



10physi cal settlement)< [0167] Processing and settl enent of
credit events typically nust be done between specific tinelines and
ternms or protection buyers could |ose their settlenent]preferences or
the abilitYyOr8"8&t 0t e at all; an inherent risk. This rit/{S2003QPFKYL,
aggravated by the current process which is decentralized and |argely
manual (fax, email, mail). 15[ 01681 The platform can incl ude
functionality to permt the electronicadelivery and affirmation of
CEN s and NOPS in order to reduce the risks associated with

processing credit events and he entralize the ces . 169
More speci fi ¢80y, Theplat ?ﬂrﬁ’tmﬁﬁ ‘F#‘ﬁ’é@eaﬁir? mlifgrgp!galﬁ)gd‘ﬁypbéﬁl\fg&%lg LiseRel
affected trades u5|n% for exajg Excel, Flat File, or
whi ch, cBublisly Awailabletafermation it PBT ocDOfhormet) ﬁcrre@mwlqﬁﬁoeaﬁnﬁreédwsmon to
|nclude a courtterparty contact database with, for exanple, an

| nst i t ut InvestmameAdashls @ota legnlchfﬁmamncbghmdmenémt delivsty geasanion). Emaifend
phone, fax, bloonberg, and enail addresses). This database can be
accessi bBR),onbefg defiaengcen by bzilhble oflibnsgmithtINOF lipa indicamrsefmich)e DedlSBAnay
website). WD 2008/ 112109PCT/ US2008/ 002910 - 32 - [0170] The

pl at for nis@yavalthoasikioad aicall CEN2S dsliverdiis afrbyy del i ver CENs (with
attached Publicly Available Information; in PDF or DOC format) for

any platfor miemt prew Pasdrn Ry éQcllAtY 85d dBplhy AAISRE ﬁm(a e Helvet HOPS to
affirmation but I ndependent delivery guarantor). Email and Bl oonberg
del i very be avail able options (wth CNOCS |ike indicators of

such). Deal er s may 5al so have the ability to recall CEN s deIivered

2 AR PR A i

g\rélce)f, ef Lleov%r gfeypégfﬂrﬂt{h‘nee pgzﬁgdel I Vegllo #E\T\g r%fe?e%%? %lﬁéatnoﬁ) %églg#cg
oDl |1 IC_bat i

I(J)hr;rsmalasettlement auction eligibility, ISDA credit definitions, and use of ISDA Index
settlement protocol).

[0173] The platform may provide API support, for supporting, for example, Bloomberg
CEN message delivery.

[0174] Protection buyers may have the option to net positions across counterparties to
15  reduce multiple settlements due to off-setting positions. The platform may also allow net

positions to be used in market order calculations for auction process.

[0175] The above description is presented to enable a person skilled in the art to make
and use the invention, and is provided in the context of a particular application and its
requirements. Various modifications to the preferred embodiments will be readily apparent to

20  those skilled in the art, and the generic principles defined herein may be applied to other
embodiments and applications without departing from the spirit and scope of the invention.
Thus, this invention is not intended to be limited to the émbodiments shown, but is to be

accorded the widest scope consistent with the principles and features disclosed herein.



10physi cal settlement, auttion eligibility, |ISDA credit definitions,
and use of |SDA Index settlenment protocol). [0173] The platform
may provide APl su Eort, for supporting, for exanple, Bloonmberg CEN
nessage delV\A8¢311210 [0174] Protection buyers may HEPE02910
option to net positions across counterparties to 15reduce nultiple
settlenents due to off-setting positions. The platformmy al so all ow
net positions to be used in market ordegz.cal culations for auction
process. [0175] The above description is presented to enable a

person skill e ar o make. and e.the.inv i on,

rovided i 1 A0E/4] hitexEmbedenRAn Bif of B bV utt PanbGFRPAAL D those skilled n
requi renents. Various nodifications to the preferred enpodjnments, w|l
be readi Iy 2 eonsidesptogof dhespegfication angd pfaqtéceafrﬂthe myentopdligslased herein.
principles defined herein may be applied to other enbodiments and

appl i cat Abnsfevdneesotited deysi, mCXuglimg dﬁﬁtﬂq endioreign paipnis.patgpbanplicatipas, all
invention. Thus, this invention is not intended to be limted to the
enbodi nepﬂlﬂicaﬂimmnd btier decutrentaey metardeae speeifivrde std suoge hewby ispmorated
with the principles and features disclosed herein. WO

2008/ 1121 pHREINddS2008/ 002910 - 33 - [0176] Ot her enbodi ments and uses
of the invention will be apparent to those skilled in the art from
consideration of the specification and practice of the invention

di scl osed herein. Al references cited herein, including all U S and
foreign patents, patent applications, all publications and other
docunentary materials, are specifically and entirely hereby

i ncor por at ed



5 by reference. -34 - What is clained is: . A
post-transactional affirmation nethod for confirmng details rel ated
to credit derivative trades conpri sing: receiving froma
first partYOor2p®dd2@®t ai | s concerning a credit derivati VICHYRHB/08Yiked
upon between the first party and a second _party; transmtting the
trade details to the second party; receiving fromthe
second party an affirmation or a rejecig-en of the. trade details,
wherein an affirmation indicates the transmtted trade details
represent the agreed upon trade and a rejection indicates the
transmtted trade details contain an error; and notifying the first

party of the_affirmatjon or the rejection. 2. The net hod of
claim1l, V\hewgﬁﬁ’—'ég'—ﬁﬁd—é‘ctlon is received fromthe second party.
3. The method of claim2, further conprising receiving a reason for

the rejection f rpm EJM&&%Q&MMI: methed forconﬂnnﬂ}h@taﬁﬁhﬁ%%tpl aim 2,
further-conpyi,si.n recel vin nodi fied trade details fromthe first

party follo °ﬂ6‘“’( des SPTRREFIG N. - 5. The nethod of claim 4,
further conprising t resgigm from afyst pdny tradedethils echcérniogiecralig derivetive tradet he

second party, mzfg,ggeguéﬁmgﬁ,fstr i EseSRE party an affirnmation of
t he nodi fi edagtér e deteal PRy s ﬁﬂgmet hod of claim1, further

conpri sing transm ttFﬂ’@mWEthPP%f’agﬂﬂléPéhs?W@aﬁy mat chi ng trade
settlenent system  receiving fibm the seqeidyody ofafiinoatah pragejection efdhetradber | vat i ve

trade conprigiaiiwherein an affirmation indicates the transmitted trade details represent the agreed
" upon trade and a rejection indicates the transmitted trade details contain an error; and
notifying the first party of the affinnation or the rejection.

2, The method of claim' 1, wherein a rejection is received from the second party.

3. The methed of claim 2, further comprising receiving a reason for the rejection
from the second party.

4. The method of claim 2, further comprising receiving modified trade details from
the first party following the rejection.

5. The method of claim 4, further comprising transmitting the modified trade details
to the second party and receiving from the second party an affirmation of the modified trade
details,

6. The method of claim 1, further comprising transmitting the trade detsils to a
matching trade settlement system.

7. A method of novating a credit derivative trade comprising:
reeciving fiom a transferor details concerning an original credit derivative
transaction previously established between the transferor and a remaining party;
transmitting the transaction details to the remaining party and a transferee;
receiving from the remaining party an affirmation or a rejection of the
transaction details, wherein an affirmation indicates the transmitted transaction details



receiving froma transferor details concerning an original credit
derivative transaction previously established between the transf er or
and a renal ni n&/party transmtting the transaction details to th

renai ni ng ¥ BHEa transferee; receiving fromthe rePrFéFI"tIﬁZH(&’"B%?F?y
an affi rrratl on or a rejection of the3&ransaction details, wherein an

affirmation ing]

2008/ 112109PC‘?‘%§%‘8§9 ﬂg’@%&g&g? Mmr %'%’? 3t '?“ﬁg’ d%?"éﬁﬂlg’ﬁg '%

est abl i shed t F&MEEer4e@Hs:and a rejection indicates an error in the
transaction details; receiving &6 the tragfefes aafirastioh beaTgbtice endan
affirmation or a rej echlphy B RthelRl drbk afndddfor kAR EROL: B ha1e
affirmation or rejection’r cel ve rom e remarning party and the
transferee. remsinmgpartyad hevamsfereof claim 7, further conprising
affirmng the novation if an affirmation is received fromboth the
remai ni ng party a@dﬂmet};nd%f]&aflﬁ'}%mercom risin ? F%hmggﬁglglfgafﬁnjnﬁhm 7,
further conprising reject|ng t BN T a rejection Is recel ved
from either tHaccpsiom bof frarpapigrapifed be grsrerce. 10. The
met hod of claim7, conprising receiving a rejection fromthe

remai ni ng party o &f@néﬁoﬁ@ﬁlﬁﬁ?%ﬁcrm pmm%#‘éw&gﬁ]e%mqfﬁ e&i'omsm 10

further conpr|5|ng recel ving a reason jection a

the rejectionfeeetve hme&'?‘“’?ﬁ@“ﬂ'ﬁ%ﬂﬁﬂ“&“@i‘% 7, further corrprl SI ng
receiving nodified trade details.fromthe transferor foll ow ng a
rejection. i S
transmtting the rmgn}ﬂl‘gl trade d%mgﬁ%lgé%%ﬁgkﬁéﬁgﬁ?%%*@ and
the transfere@thetransferee. 14 The pethod of claim 13, further conprising
receiving an affirmation of the nodified trade detail's fromthe-

remaining party arﬁ’. m%e{hg@&%iaﬁ{ RCturther comprising receiving a reason for the rejection
along with the rejection. '

12. The method of claim 7, further comprising receiving modified trade details from
the transferor following a rejection.-

13. The method of claim 12, further comprising transmitting the modified trade
details to the remaining party and the transferee.

14. The method of claim 13, further comprising receiving an affirmation of the
modified trade details from the remaining party and the transferce.

15. The method of claim 14, further comprising transmitting the modified trade
details to a matching trade scttlement system,

16. The method of claim 7, further comprising transmlmng the trade details to 2
matching trade scttlement system.



15. The method of claim44, Anther conprising transmtting the
nodified trade details to a matching trade settlenent system

16. The nmethod of claim7, Anther conprising transmtting the trade
details toW&2A¥(1dHINg trade settleman§ system WD PCT/US2008/002910
2008/ 112109PCT/ US2008/ 002910 -26 - =67 17. A post -transacti onal

affirmation net hod AQfostaidhsiotiodal 4 fuelieh nicthBdIS a6leh MilrhiSy AL @tRdhelaRd oy €di t

derivative tr s. th hod, ¢ rising: receiving froma
first party Cf"i%ggfdv ‘%“ag'ae‘{g%g‘Fa‘.“P%do°8 RE&Fning a credit derivative trade

agreed upon bet ween teprivirg frogya fiss pany figshehdedatpiisconetming acapdit derivative

recei ving fr@m@@mm&mgmyﬁﬁwdgm%g@; ails concerning a
credit derivative trade.%%eed UF‘Pn bet\l\ger’é tt}e] first gtpartdg and the -
second party: transrtT I OPHEcPrT REY roadRadg detals paneqmingaeredt o0 o g
party; and derivative trade agregd sipon befveen the firg pertyand the sctond pastlie  det ai | s when
the first trade det ajdnsmif@f hb lsNRISREME mb kg peigt Al s-  18. A net hod
for exercising purchas credit. derjivative qptjons conprising:

recei ving details co?’l’é"e’%ﬁ'f“ﬂ‘ﬁ%ﬁ ﬁﬁﬁéﬁ?’?’?“ﬁ?‘“ﬁ&%ﬁﬁggﬁﬁgpﬁﬁ‘g‘g
derivative cpondirdedetrila maturity date of the purchased credit
derivative options; recei ving weekly fixings. concerning

the plurality of, _pyrchased credit derivative options on,the maturity
date; displaying'® %é“ﬁ%gfe?f UARE ﬂ‘ﬁg’%“&‘&tfdf’?‘@f © SEfopsFompRRye:
recei ving from the fieseivinggetpilsporgemingiciiiraiity of murctfased breditierivative optias ci se
one or nore ¢@h dafiftyRhtbl6fe phthasdd cRUF SRotioshpBeRdi t derivative options.
19. The met hod of clr%‘imp‘} 1%;eekfl ltrher coq{éri Sinaﬂgt anim'gstic{gtg to a
second party the indiCateon of Wit ner Serptyolmrehped Gedtnr o of the
plural ity ofderdvativeopticseen theapatuiey dist | ons.

displaying the weekly fixings to a first party; and

receiving from the first party an indication of whether to exercise ane or more
of the plurality of purchased credit derivative options.

19. The method of claim 18, further comprising transmitting to a second party the
indication of whether to exercise one or more of the plurality of credit derivative options.

20. A trade system for post-ﬁ'ansactional effirmations of credit derivative trades, the
system comprising:

a first party system comprising a first party interface configured to receive
from a first party trade details concerning a credit derivative trade agreed upon between the
first party and a second party; and '

a second party system in communication with the first party system and
comprising a second party interface configured to receive from the second party an
affirmation or a rejection concerning the trade details, wherein an affirmation indicates the
received trade details represent the agreed upon trade and a rejection indicates the received

trade details contain an error.



20. A trade system for post-transactional affirmations of credit
derivative trades, the system conprising: a first party
system Conprising a first party interface cenfigured to receive from
a first paVOpIsHIaHEs details concerning.a credit deri v athGI&Ipe08@@2910
agreed upon between the first party ana a second party; and

a second party systaaild HabsPdigiidgat i on wi th the first party system
and conprising a second part nterfac confl, ed to recel ve from
the second party an AFFPRRGYIRRCOgprisinga PUEHFAIREHE ¢ r ade

details, whdvomi am‘rammarfufaﬁardmmlswmmmmghuedue@m m@mwmwmlmded details

represent t henRed st ReAnd 4 B8 pRE a I’E] ectl on indicates the
received trade details cgnt aln an erro

2008/ 112109- PCT/ US20D 86 Y gystem "QT'“'“A“‘E@&H%'WWBWP’@? ng:
a first par tepmprisiige secauipptyiigerface canfigured to regeive from the srdndpastyeonfi gured to

gecel Vte fr O[Qﬁﬂ-mﬁtlioﬁ%F r%@JnB&’coLJeﬁg@ gﬁ%&'dleﬁﬂsc@ﬂféﬁ{ aH%%Qn%orﬁL?Q&e&the q
erivative tr revi ou est abl i n the firs a and a
U RO KT 0 HT O  RAI A AR
the first pardydegilstr@m and conprising a second party interface

configured to recei V§thfrJ|QH}%&&Qﬁﬂﬂ%&ﬁéﬁ%h%ﬂ%ﬁé&%&h% or a
rej ection concermngﬁthetrae tail wherein an affipnation

i ndi cat es t [FAPSg 8 thifd pay freeripes gp t°f°ﬁ%"°;ﬁ°§'\ﬁ Biersy 8 figptirtiad
trade and a rjetiendonemingtdiraitigsisan error in the trade details; and
athird party systemin comunication wwth the first party system and
conprising a third party interface configured to receive froma third
party an affirmation or a rejection concerning the trade details.



