CREDI T EVENT FI XINGS Field of Invention This i nvention

rel ates gepsh@dovoss0 determning the fair market value Q@ Pbd’!ﬁaﬁ‘t%‘sk@'
instrunment, nore particularly determning the fair market value o
credit 5derivative contract following a credit event. Background of

| nvent i on Currently, convef BFREVENEEDXINGS i vati ve markets

i nclude a user base of larger institutions. These large institutions

use the credit gﬁqﬁaﬁ;“;eégm{mr kets for a variety of 10reasons. For

exanpl e, comer bot h donestic and foreign, can obtain

significant econom cCphidiREHi@iQkiys ge@éﬂy%&e}r@ihmé ﬁxlc'faer'lfmefr% U%(&%Hll ng
credit risk in a credit derivative mairket. Commerci al banks can al so

use the credit ﬁﬁdnbmahsu\aeleﬁf,&ﬁd&epa&n&ﬁaﬂﬁs@enﬁﬁa&gItﬂe it Blrld i Qathd\&a bredit
portfolios as an alternative to the | ending market. Insurers, which
typi cal |y possedervaibelchantt folloedhgta ceedinbweat i on skills, primari I y use
the credit derivative 15 markets to take on credit risk for a

prem um | nvestnent managenent conpani es and Hedge Funds, or other
investors, use the credit derivative markets to both take on and shed
risk. The_ﬂw_@blﬁﬂiﬂﬁ_ﬂy represents some of the |argest
financial internediaries in the world. The dealers tend to be |arge,
mul ti-national instiTTEMEneYEe effEdE d?‘?)’ﬁ‘é‘feﬁ'@f’%ts inghydp @ gyef base of larger
derivati ves. The aI e nd scg}gs it deri vattj ve

busi ness vari es W Gary, WI TR %i’ééi?e(eiﬁe °rﬁ%§\9?rﬁ’§t“’€ﬂa§ﬁ iR Vet
derivati vey oper §09§1§0r &%g%pﬁ%ﬁg ﬁ'bg&s @%grlggsﬂg a cl{%ggn carkob{am

part|C|pants In con cre rlva

information fl OW%ﬂlﬁcaﬁ%%%J o na.n@cJ ﬁé[yréili@faﬂro%{ Ilmg@lﬁ ﬁékllréﬂ %chte end

users, such as those descri bed ab ve transact t ers

_and not direct | Yerikitvd nRaeh Cohhetial Hakils @h aldoﬂﬁ&ﬁé@éd]t@@n\}aﬁvesrﬁﬁﬁcEQO alad
i nconplete as it

credit risk to their portfolios as an alternative to the lending market. Insurers, which

typically posses excellent credit evaluation skills, primarily use the credit derivative
15 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.
The dealer communitj.[ represents some of the largest financial intermediaries
in the world. The dealers tend to be Jarge, multi-national institutions that make
20 markets in credit derivatives. The scale and scope of each dealer's credit derivative
business varies widely, with some dealers having extensive credit derivative
operations, and other being occasional market participants. Thus, in conventional
credit derivative markets, information flow is concentrated in a few dealers.

Generally, the end users, such as those described above, transact through the dealers
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relates to the buyers and deal ers participating in the market, as is

i nf or mat i gp 200mee6381 Ng price and the risk associ ated w tpaTagkid7Rvas
derivatives. Dealers transact with other dealers via a broker market.

A broker is an 5ipnt gmagll[ ar tha}}lgt _ansafcts.busi ness hetween deal ers,
The brokers do A% “"g TR YLt o2ptt e PP BFPOR 1 $HPGF FdiRcgRpleio as i

di ' [ f [ Y i.nef fici . Further, th
rokers. busi nes S e Bo 8BS P GltpuEh Bl s g9 o

br okers busi nes r ecaus

meani ngf ul cont @&{cerpﬁé %Qn& llﬂgri&ra?s}ﬁaﬁtgd @%ﬂﬁfe arl'b%ﬁ&a%ves.-r he flow of

information is even nbre inportan en a credit event occurs. A

10credit event is tYRhGA!HaXsa@With¥@RLdeslgt 1in g Soldr LhkEt BReeriegi t
derivatives contract, that happens in respect to the reference

entity. 1t5is Usitednbdiarg bl taadcts Businb® bblwedn@eald TREFBIEs ddfnoforakipdli t
derivatives contract. The three credit events of the reference entity
t hat are defi nedsk@ederadly)inbarariat digaaiatondps tenebkEe is vwgtineffsent.

Associ ation (1SDA 2003), include Bankruptcy, Failure to Pay, and
Restructuring. Tofet, thowrolers busbwessdl limied erihe delbre, beecruseahend is ndv@eamivgfil t
derivatives can fluctuate 'widely. This occurs because the market

st andard for m ofonissthervesetie biokers ssHprd wserb- sett| ement” which requires

t hat protection buyers del %I\ég)r bonds to protection sellers to fulfill
their contractual obff §aYPHRLmMaEPR s gveR Mo PPYEPS Whsp # GRSiE BEHOSESs Aar e

t heti d . .eat, i ti 0f th f bond
el AB" Y RS ely sl A ERBE T ¥ iuf o b R PR et B

ti | 1 ! i ! t hat
Corpany. hi o ¥ St Eed o OM IRy, IR JAN7 R BEHRE B 0L L ce
of the bond dueabQehdi€ofti SHdir dEVRRRS cdﬁﬁé&?rﬂ%ﬂ@e%mdﬁ‘a@ﬁﬁ%ﬁé}e%&cg or a

met hod to determne cash settlenent prices for credit derivative

trades fol | ow ngniigy Bdt @EH defiY BPthe IifdHeNoRBSyAaps S IRFiMtiQesaRe i @A Cash
settlement elimnates the need for protection buyers to 2 deliver

bonds and al | owsooBY inckbié Bakeply, Feilird © Pey) andHesttuicesihg. deri vati ve
contracts following a credit event.
15 Following a credit event, the value of the credit derivatives can fluctuate
‘widely. This occurs because the market standard form of seitlement is “physical
settlement” which requires that protection buyers deliver bonds to protection sellers to
fulfill their contractual obligations. Since credit derivative contracts are synthetic and
can be created irrespective of the number of bonds cutstanding, the number of credit
20 derivative contracts for a particular company often far outnumber the bonds issued by
that company. This results in a “squeeze” artificially inflating the price of the bond
due to the high demand. Accordingly, a need exists for a method to determine cash

settlement prices for credit derivative trades following a credit event, such as a

corporate bankruptey. Cash settlement eliminates the need for protection buyers to
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Summary of the Invention Credit event fixings are auctions to

det er m neypasy/ B¢kl ement prices for credit 5Sderivati ve plcad987/006369
followng a credit event, such as a corporate bankruptcy. Credit

t fixi . desi and fai i
Cenresent al tve SERER MG REALEE Ruar EoP e e el | emen

of credit derivatjyve tr : During a credit event fixing,

deal ers pl ace eg%%\dfngﬁlcgﬁggg‘%tfs on the online platformfor
obligations of @ paktisuhefv&Rapany that has undergone a credit
event. 10The ne - systens described herein are used to

si nul t aneously executgdit f8ReixRERE McifRsodeBanRicashdettédtal priasdr credit
settlenent price for eligible credit derivative contracts referencing
this entity. derivafRaraGBHRENgS ciediBlehsich falchigomng bakappyi Ogdiat

| east one inside market subm ssion and at | east one market order from
each parti ci pat ievegyt fitishdete designad toreegireta thbgherataat feiv ricuetdsenetivodiltien ng
a credit event, and determning a price for credit derivatives
utilizing the mémdesmabiddvelsioorss inthebetiiament of andi deriyvative frades. Pr ef er abl vy,
t he market subm ssions include at_|east one bid to buy credit,
derivatives. Prefer aBripg zcrdit repidistne.<98er Blasesreuipble pradreomiie pUaSt one

offer to sell credit derivatives. 20Preferab t he met hod..further
i ncl udes det er mPREPRT oF °b<¥g‘?ﬁof‘ﬁﬁﬂr??m‘ﬂ‘fﬁ5é‘?mp6’?y ts‘%g?sd@g%r"?(éfre@‘.%?ﬁt'ssi ons

have been receiyved ior to deterninj.,ng.the ice for the credit

dor 1 vat 1 vl pr dRErEBIS ond f SRS TRk ol e & GhE ks

until a mni ”Umo%gtaﬁﬁ B%Lraee%hacigas S n SHO L SHLBRS rARYEVREE Bontracts
&t ef ng the p J]t

received prior to m ni rice for the cre erivatives. 3
referencing this entity.

One method is a method including accepting at least one inside market

submission and at least one market order from each participating bidder in a credit
5 derivative auction following a credit event, and determining a price for credit
derivatives utilizing the market submissions and market orders,

Preferably, the market submissions include at least one bid to buy credit
derivatives. Preferably, the market submissions include at least one offer to sell eredit
derivatives.

20 Preferably, the method further includes determining if a minimum number of
inside market submissions have been received prior to determining the price for the
credit derivatives, Preferably, the method also further includes waiting until a
minimum number of inside market submissions have been received prior to

determining the price for the credit derivatives.
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Preferably, determning a price for the credit derivatives includes

det er m niwe 2aey4oogsde market mdpoint. Preferably, the peiraR2009/0bd360
i nside market m dpoint. Preferably, determning the inside market

m dpoi nt i ncl udes n%é )9 i nsi.de market offers and bids. Preferably,
the matched inside ettl getPrETnine Rychiogle %{F%fd@’f”@&bedn%d?ﬁ%wﬂweweabl e
mat ched mar ket submi SSI 0 adeabl e t subm, ssjons.
Preferably, metffd Sl‘gﬂlga(f tﬂ’(': P&’Beg’ ﬁ?‘?’ﬁ’ § &‘ﬁp‘?ﬁésﬁﬁg el PeRed mar ket
subm ssi ons. Preferabré%eita?rgﬁlgé¥hetl%$ﬁ% matled rrqugglg[ﬁ:lgaes %agging Misidl Barket

calculated froma se e non tr e mar m SSi ons.
Preferably, the into
limt orders. 1%%%‘%112?g%ﬁ?%?wg%éﬂﬁﬁch%‘?ﬂéﬁdr&?&é{ﬁgggi@grg |dng at

| east one ki m tinRS h@kablenQbhel Rakd LbhRablsBEd RinGHEhblk &aﬁkb&u%%dnen
Preferably, the nmethod further includes matching market orders to

det er mi ne open PrBfa&b@Srheﬂldﬂl’aﬁf)chﬁibésyr,adlﬁé'kﬁe RO ALSOmb s seissioRC | udes
mat ching the open interest to one or nore |limt orders. Preferably,

the price is the naffelfiedly, iheiidside medet nddmuint issaladntal hinghekttimff®e or a
| owest bid. 15A credit event authority according to the invention may
i ncl ude a dat abupodradeship mgrketeibmissioss.direferablp dhetnogrtradenizle inorsetisnfmdysivas | on
for a certain reference _entity, menory configured to store execution
i nstructions; aﬁi’éic‘%i“"fﬂeéé’é%wmé?mpl ed vvlth t he database and the
menory, th process g}@d%u% exec te the |nstruct|ons the

instructi &hs conf i ggfeéeaa §%°8?““t”6t Ipastae imit grdg fromp 5 s ¢
d ket 20sub t t f

cach BZ'rt.ec.”E;ta.e%aal By R R4 eea“"g‘ﬁ“ctlif%fﬁgﬁaé*feneem”ﬁﬂ@efﬁ%? Fte for the

credit derivat 'ﬁ(ﬁrﬁu rttelrfapg bidgs Eo%te%?gekoggn Rt ?:%l‘e?a rrg' fik”%e{ﬁg g K&t

orders. rivative trading sy de a credit

event authorit yﬁ.xrtﬁcr mcmaéhﬁamemg@hetosén%a@m oqunl,ogyﬁﬁ%xtdas Ak BMbI3
plurality of participating bidders to

the price is the matched limit order comprising a highest offer or a lowest bid.

15 A credit event authority according to the invention may include a database
configured to store credit derivative information for a certain reference entity,
memory configured o store execution instructions; and a processor coupled with the
database and the memory, the processor configured fo execute the instructions, the
instructions configured to cause the processor to receive a at least one inside market

20 submission and at least one market order from each participating bidder in the
auction, determining a price for the credit derivatives utilizing the market submissions
and market orders,

A credit derivative trading system may include a credit event authority, a

plurality of terminals configured to allow a plurality of participating bidders to
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interface with the credit event authority, and a standardi zed

i nt er f acewphgb7mbdsaws each of the plurality of partici paicrighi7R06%s
to interface wth the credit event authority and submt inside market
suhm ssions and, nagrket..orders, the st.andardi ] r ; Laured
to display the ?nﬁ?%?er%’flﬁécnﬂ?%rw?n? %ué}foﬁﬁ’ Tr 33‘:3%&%??%%?%%3% %‘%IQ'F %a\(/l\nhlng a

credit 5event i IE}{ fﬁ% éﬁﬂﬁgtﬁf %agtﬁslﬂafa%[g ticES o iR ERE gith the crediﬁvgfﬁtaﬂﬂaiqfetng

auctioning cred rv owmng a credit event may I ncl ude
accepting at | egsfniQRGde midtlel RLABSKR bndPR: §:36:0 MedRfdatizch @dsfacOne

mar ket order from each participating bidder in the auction, and
determ ning a pPeéddigut®io dspRy G aftivhhaba forvalihy/@alitdtivaiizds fglow e a pradik et
subm ssions and nmarket orders. 10Brief Description of the Draw ngs
FIG 1 is a di agveattnialcbgtrat urifyrraforeatanpl e credit event fixings
tradi ng systemin accordance with one enbodi nent of the invention.
FIG 2 is a |logical Ahebkd cfisagfioning ¢reditsetivatives fjowing e rediptvartinay
conputer systemthat can be included in the systemof FIG 1. 15FIG
3 is a screen slnstude scoenting aitqapignointideasaiphiuemistionandat Fsere fedei9piehy i ng
the information on participating bidder ,terngi nal s .usi ng a &o ? t and
uni form f or mat . f‘Fq“GaChlPaf“élpaam’g@fdg‘%h“ SRHAELqT I PPV ’5%% % 5% 'e of a
met hod of displaying information on a credit event authority system
in a conpact anHerﬂ’ﬁﬁ‘f%sz%%“&eﬁugmsgoqs§nd;m¥¥°g%d%ﬁart depi cting an
auction hod for term ni t % 20pri ced of deliverable

obl i gat i gﬁ fol | owi nendDeserl i ef@l?e r.aw% 5 EIG 6is a flow chart

i I'1ustrating a met hogeof is%fagﬁmnmsal%g %}&ég,ﬂae ElgaiRE Bkingd tRBRE Hlstem
e o

FIG 7 is diagram show ng an exanp eterm ning the inside mar ket
m dpoi nt  accor diggecd:@anbd@itHEHe BaBodimentdfEhe ifventiod,

FIG. 2 is a logical block diagram illustrating an exemplarily computer system

that can be included in the system of FIG. 1.
15 FIG. 3 is a screen shot illustrating one example of a method of displaying the
information on participating bidder terminals using a compact and uniform format.
FIG. 4 is a screen shot illustrating one example of a method of displaying
information on a credit event authority system in a co_mpact and uniform format.
FIG, 5is a flow chart depi‘cting an auction method for determining the fixed
20 priced of deliverable obligations following a credit event.
FIG. 6 is & flow chart illustrating a method of determining the inside market
midpoint.
FIG. 7 is diagram showing an example of determining the inside market

midpoint according to the method in FIG. 6.
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FIG 8 is diagram showi ng an exanple of determ ning the autonatic

trades dugihgoAdogdCtion. Detailed Description of the | p¢gRidBI3/006369
Definitions b5Following is alist of terns used herein and their

meani ngs: An "Administrator” nmeans the entity or entities who nmanage
the auction. "Aucti gROTHE Binerm shrsringie cepapls of rierairieitiorutometrtaden.

" Bi ddi ng Period'é means any tine set by the admnistrators for
subnitting bi ds.“métaﬁglnglﬁé Mar ket" means any matched market for which

the inside nar kfﬁgtmtféddnelgrii .hig er than the inside narket offer.
"Credit Event” n-ea-nvaﬁ—ep&gﬁf“—@ﬁéh—&g-“ %a bankruptcy or restructuring

that triggers a credj ult swap contract. "Cut-off Date" neans
the | ast date for bﬁjcfggf?"?&tao regi ster for the auction. "Deliverable

bl i gationy may be th@ov@aﬁgeﬂiaﬁi_st@e{eh%%géd\ﬁ@reﬁlgmsms‘anﬂagé:i gation or
150ne of a broad class of obligations neeting certaln specifications

deci ded on prior to Ad'ed@Etdtk@Y. means the entity 05dntles MR kRhagBid audiBANS a
firmquotation, submtted as part of a valid inside market

submi ssi on, of the PAraenButeiMpeanitht feee thasutiiocniopaks dag bi dder agrees to
purchase an amount of deliverable obligations with a predeterm ned
out st andi ng pri nci pé‘_BidQ'@ga¢r'a)d'(‘;egans any time set by the administrators for submitting bids.
"Crossing Markel" means any matched market for which the inside market bid
10 is higher than the inside market offer.
“Credit Event” means an event such as a bankruptcy or restructuring that
triggers a credit default swap contract,
"Cut-off Date" means the last date for bidders to regisier for the auction.
“Deliverable Obligation” may be the credit derivative reference obligation or
15 one of a broad class of obligations meeting certain specifications decided on prior to
the auction. -
"Inside Market Bid" means a firm quotation, submitted as part of a valid inside
market submission, of the price at which the participating bidder agrees to purchase
an amount of deliverable obligations with a predetermined outstanding principal
20 balance.
"Inside Market Offer" means a firm quotation, submitted as part of a valid
inside market submission, of the price at which the participating bidder agrees to sell

an amount of deliverable obligations with a predetermined outstanding principal

balance,
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"Inside Market Offer” means a firmquotation, submtted as part of a

val i d i nsygeosokes subm ssion, of the price at which tBer/us2007/006369
participating bidder agrees to sell an anount of deliverable

opl1 gatons W h o pycdebermaed eutolandng,principal baldnce, ¢
order VP 1 oAl ey L EDGAREARELL ShRat g, ddr

agrees to purchase an anou g

out st andi ng pri %Bﬂ@bfd@ﬁbm%bﬁéhﬁargv%aﬁ 2 nfiﬁe@%ﬁr{&ﬁaﬁ‘é%&% ?o;hr%@%g“t

stated in such. Preferably, the bid nust an or equ

the price of thehogict8caBhEEE stddidGh :I,umtl’re?{:}ﬁ’d?y, RRbid ﬂs%lésﬁ&a??@%? .
I m er

submtted in its valid inside market subm ssion.

neans a fism quad @k prias of Giblasitd atlet 88 dRGEL BlticihatidgBiddeORibtBited in its

subm ssion, of the price at which the participating bidder agrees to
sel |l an anount otliddadidewsnriabdubmidkibi. gati ons wi th an out st andi ng

princi pal balance up to or equal to the 10 quotation anobunt stated
in such subni ssi on. "Piif @ffabmyans & Ren ghfaden, sabsitietes grieds Bmit bddan or
equal to the price of the inside market offer that such participating
bi dder subni t t edebmyssion.of thaPries at whipkige pratickretinadidded ageeoin sell an amount phivi t

O der Subnissiog".neans a subm ssion froma participating bidder

recei ved by t he “HNRPHF Q¢! {8aogr W R 4ipePrBr iRl PAigPCp & P EEF to the
subsequent, auct i on_J15bi ddi n eriod, as. appropriate,. of limt bid
and/or a I''mit SFFEPT arl”—’?ué'* Séarq%tcﬁ f/ucﬁﬁﬂgmbsf?%&g?fg&é&&eé’g%’é'ﬂ“sgge geater
percentage (in i qgﬁp . 1 ght h n er.cent. (e. q.
35.375% ) and alugﬁét t|1gﬁhg%gﬁfth%ég%t%&{r%g?&q %ﬁtlrosﬁcehtpa |°‘(§’£tmﬁ§5iﬁ‘°‘sr a firm

bid, received byl idhdiad e dkihgn, t he bi dding period or
subsequent auction bidding period, as appropriate, to purchase at the

20final price-deliveradt GrdetSubgRdiomd RBadda bibndRioR BbS b 3N PGinphibei pal
bal ance up to the
received by the administrators during the bidding period or subsequent auction
15 bidding period, as appropriate, of a limit bid and/or a limit offer. Preferably the offer
is expressed as a percentage (in increments of one eighth of one percent (e.g.,
35.375%)) and a guotation amount is stated.
"Market Bid" means a firm bid, received by the administrators during the
bidding period or subsequent auction bidding period, as appropriate, to purchase at the
20 final price deliverable obligations with an outstanding principal balance up 1o the
quotation amount stated in the submission for regular way settlement at a

predetermined time, for example, three business days after the notice of bond

settlement date, without acerued interest,
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guot ati on anmount stated in the subm ssion for regular way settl enment

at a predgbebsinessti me, for exanple, three business daypgrafsa@robdseo
noti ce of bond settl ement date, w thout accrued interest. 7

"Market Offer" neans .a.fi LOffer, . regeived e, adm nistr.at.ors
during the bidding p ke ol %@&fﬁf&’&ﬂ@ﬁ%ﬂ ‘8‘??8’?‘? gntkg?d&‘ ?‘%gf)se&r“f"%?é as

e i ng | >UBsequent " e A s
appropr | al e, ! 0,gfls Cnle%‘%q Jrggqs%@n@mg@ bg&{rggkﬁogg{sgpérgmaa b G o @D Finatd t D

an out standi ng pri ce'u n anount stated in

the subm ssion fQr sdiSElIobIRAbnSEGHE dn SIEIRM iR orifbifal RARLALTS 08 tuddtit®
5f or exanpl e, tl{w ee 1busi nesig@tdgys after tﬁ%tpﬁotléace of lgond guet ttll enent

date, w thout afsdub@hied BE QBinission for reglRiépiettomei@al a frERAAN Aed IRk et
bid or a market offer submitted by a participating bidder and

received hy t hefopgkainple Shreabusings days affeg the haticbofttdhdigttjoment dde, without
"Materiality Event" means an event or news the occurrence of which
has or 10coul d deverved iatestgni fi cant effect on the price of one or nore
of the deliverable obligations. "Non-Tradeabl e Market" neans any

mat ched nar ket t hat "Markeidirdes’ mepntrentske bidar kmerket offprsghmitioddygs any

limt offer or any inside market offer. . . _ .
participating bidder and received by the administrators during the bidding period.

"Materiality Event" means an event or news the occurrence of which has or

10 could have a significant effect on the price of one or more of the deliverable
obligations.

"Non-Tradeable Market" means any matched market that is not a tradeable
market. |
"Offer" means any limit offer or any inside market offer.

15 "Open Interest” means the difference between (a) the sum of all market bids
and (b) the sum of all market offers, in each case, submitted in connection with the
first auction described herein.

"“Participating Bidder" means any institution that has been approved to
participate in the auction,

20 "Pro Rata" means that participating bidder’s orders are matched proporticnally
with respect to the quotation amount of each such order and the total amount of orders
that can be matched in the relevant part of the auction,

"Quotation Amount" means the amount stated as the notional amount with

respect to a particular limit bid, limit offer, inside market bid, inside market offer,
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15"Open Interest” nmeans the difference between (a) the sum of all

mar ket biwe 2960h06d3s the sumof all market offers, in eag@raRIA7/006369
submtted in connection with the first auction descri bed herein.

"Participating B r.means any institution that has been approved
to parti Ei pat e imﬁggeﬁ‘gdgﬁﬁiupsgﬂ‘fc“é'ﬁ“& Fagedt LPantigipaing bﬁ‘ﬁéfts Sphapisiops Wathi ng
bi dder's orders t e | | i espect to the

quot ati on am)untaﬁéﬁtg%cﬁﬁggﬁé%{ag’fggé‘?ie (gfnh%r?%%w ?’té‘[égi’o% .Uﬁ'nt of orders

that can be matched 'iSBbEEiEB?onr' Q\laﬁg,%{h r@?%c% toggzrgafﬁiggﬁaéeggiﬁawlig inside

"Quot ati on Amount” neans the anmount s e €” no nount

Wi th respect t o narkRedubhidibds linktGider dbrissidnlofhioh Prfiilating Iﬂ&defj&'nﬂﬁgeket
bid, inside market offer, 8 mar ket order or subSequent narket
order in aspart oglefaibsdagenbiigilederor SYLASHhA%t oMY sChiniddiyyichcan be an
integral nultiple of, for exanple, DS$1, 000,000, "Subm ssion" neans,
with respect topatigpativg tiddgeato thapdbihttesrs. any val i d i nside

mar ket subm ssion or |imt order subm ssion of such participating

bi dder or market 5or'deyching iylasetjoears ahy mitthedbmarget fanwhich isdgide ntarkemr ket
order submtted, by such participating bidder to the adm nistrators.
"Touchi ng Mar keb*d apBifde mayet pliy @ifeauakar ket for which the inside

rket bid and insi of fer are equal.
ma q‘?‘raggué%arket" means any matched market that is g crossing market ora

v

10 touching market,

"Valid Inside Market Submission" means a submission from a participating
bidder received by the administrators during the bidding period of both an inside
market bid and an inside market offer, each expressed as & percentage (preferably in
increments of one eighth of one percent (e.g., 35.375%)) and preferably which do not

15 differ from one another by more than a predetermined amount (for example, 2.00% of
par), and for which the inside market bid is not greater than or equal to the inside
market offer,

Auction Methodology

FIG. 1 is a diagram illusirating an example of the credit event fixings trading
20 system 100. System 100 includes a credit event authority 102 interfaced with a
database 104. Credit event authority 102 is operated by one or more administrators,
Database 104 can, as illustrated, actually include a plurality of databases depending
on the embodiment. Credit event authority 102 is interfaced with a plurality of

participating bidders via terminals 108 through network 106,

SUBSTITUTE SHEET (RULE 26)



"Tradeabl e Market" nmeans any matched market that is a crossing market

or a 10t ogghyngosdssket . "Valid Inside Market Submgicgsiiyroi@ans
a subm ssion froma participating bidder received by the

d trat d t di t t bid

and an' i nai de. mar keR Sorror bR abps E0eere ol phadoF B P
ref erabl nincre 0 h

R L B T T T

more than a pr ede ‘gy{&%gwggpsggérsoggl%eaﬁmlo?son?@cgﬁ%monﬂ@fe%ﬁ and for

whi ch the inside ra I's'not greater than or equal to the

i nsi de mar ket ?&r{hgxr in dg‘HQﬂ &rﬁ’dﬂ)d%&l@ 0@ QE¥ afthddty 102 28d/d¥ t&HnRgGlk 308 can

illustrating an exanple of the credit event fixings trading 20system

100. Syst em 100, jRehddd @&h AetkdrR dod vieVieddlandlsii@letstoymmOdcdting kuid,addd wit h
a database 104. Credit event authority 102 is operated by one or nore
admi ni st rat or s Jpathalkasedihéd, cemin eveatSuihbility $02rsat/edermiratsUuds bry inkenletedde a
plurality of databases depending on the enbodinent. Credit event
authority 102 iwsthhawéﬂcfla@ﬁdwimddomumbaﬁpalifiksy of participating bidders
via termnals 108 through network 106. I n_one enbodi ment,
network 106 is the Inmtesmrbedimpeyedgels lﬂ?earwwutfotem&%}f eh W?‘{qyﬁé of
wired or wireless wide area network, wired or wrel %ocal rea
network, or evéanton SompuEEs- B‘r°ﬂWFF‘%‘f"é‘é‘?"tﬁé?rg’ﬁlﬁlélmgaﬂ’%}&mﬁ‘g VRS S8 % one
conbi nati on thereof. Further

i nt
aut hori t #0102 apnghdd °"c“é‘1“?‘ffsﬁél’e§é°fﬁélgg%{ﬁssgmﬁ tw'l ?pg%mér}%%%r,ﬁﬁét? wor k
106 d gngf :anot h
via wred an Orv(lgn‘{a e%sr% g&?%@%&@éﬁréd‘t&%&ude"é@ hetibgiignot her

enbodi nent , ety or termnals 108 are

interfaced vvlth EndtlobEdscomdnicati on |inks. I n
one enbodi nent, uti Z%E {hléf}ﬂsg%éﬂ areocomsaut er télr m nal s, such as desktop

or | aptop COWpUt er S’l"helté}mgﬁlﬁ'ﬁfm}@ e iggalyredlt e¥eri dﬂ&lbﬁty 108is ateadddandhel d
devi ces, such as
indicate that terminals 108 communicate with credit event authority 102 through the
15 computing systems, hardware and software, associated with credit event authority
102. Thus, depending on the embodiment the term authority can refer to one or more
servers, such as internet or web servers, file servers, and/or database servers, one or
more routers, one or more databases, one or more software applications, one or more
Application Program Interfaces (APIs), or some combination thereof. Further, the
20 computing system associated with credit event authority 102 can include one or more
computers or computer terminals. To that extent, some of the same components that
include the computer system associated with credit event authority 102 can also

include terminals 108. An exemplary embodiment of a compuier system that can

include credit event authority 102 is described in more detail with respect to FIG. 7.

10
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10handhel d conputers or personal digital assistants, It will be

appar ent , whoweyRbeszt hat term nals 108 can be any type ofpc@igdhiIbeseo
configured to include the functlonallty utilized by the systems and

nmet hods descri bed h m " au used to identify
credit event authori teridgo‘frgfeﬁawyé’ﬁlﬂgedaf%“qaf‘?&?é éa‘ieﬂﬁfﬁ{"é’ﬂ’??nals 108

cormuni cat e wi t g gh% (8010 oBHL NOTLLY 102 1 .Ul L, Loconput i ng

systems hardwafe a vvare B¥GC A

authority 102. Ixiam%veﬂ?ﬂﬁxgdir% egght E\J?I% WQIQIG Ere& t&%hen%[t))xr:g tgegl;\[})glgcgsxllst y

can refer to one or nore servers, SUC

file servers, and{ataﬁasawabﬁﬁgetwﬁ&n\aﬁ&éed ﬁé&%@&ﬁ%@m rf‘«?%oz d%gﬁysor
nor e dat abases one or nore software applications, one o

Application Pr ogifcaiﬁhdoﬂtr&itéaﬁﬁfépésé‘tféb§9toredlh dREUAR lem%ﬁhmmcﬁﬂmﬁg'ﬂﬁﬁﬁéﬁ
Further, the 20corrput| ng system associated with credit event

aut hori ty 102 cein termiohle 8. Tivecradit enidr @HhCORMOL €8S califula@® PLH] Bfice and
termnals. To that extent, sone of the sane conponents that include
the conputer syéteminasanyeisetiaef twntabticor.edit event authority 102 can
al so include termnals 108. An exenpl ary enbodi nent of a conputer
system that can inclFiféei 1?:# '@@P%I bl@?"é‘iﬁgf lldﬁﬁﬁ‘iﬂig;an eomplagy eddodimpiieth i n
nore detail wth respect | G

2007/ 109033PCT 195836 f*B‘B st%, or B%gi‘glﬁéﬁﬁhfe@)ln&?eeﬂpwﬁmSyfsfqrrnté?tudes a

t andar di zed |n ace hat i bi dders to

Zefl ne pOé(I?tl on$ vxflgetg ﬁm(i:lr%v it aﬁ"évrg%wfozagst‘ﬁ’@?" #Tgﬁé VP PROEHRE | t
e P, ST b e ST
credit event aU&E!QJek bk &%eﬂlﬁ@eﬁ){@m@lhggd% mtol-QOcrgl%lz@ct.egdféxgsocmgter

positions stored in database 104 to the participating érs via
termnals 108. shhemQo@iHG.24iepbseatd RQkinlple é%lé&ﬁ@r&&kﬁ%&ﬁ&ﬁsln%ef' nal

price and determ nes any associ ated transactions is a |ogical
bl ock di agr am i dxkmplt bERIGND cafipuex eyIRin@0y inelodee 6 bidesddor F0 cBnfigured to
15 control the operation of computer system 200, memory 204, storage 206, a network
interface 208, a display output 212, a user interface 214, and a bus 202 configured to
interface the varions components comprising comtputer system 200,
Processor 210, in one embodiment, includes a plurality of processing cireuits,
such as math coprocessor, network processors, digital signal processors, audio
20 processors, etc. These various circuits can, depending on the embodiment, be included
in a single device or multiple devices. Processor 210 also include an exceution area

into which instructions stored in memory 204 are loaded and executed by processor

210 in order to control the operation of computer system 200. Thus, for example, by

11
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conput er system 200 that is, for exanple, included in the conputer
system t hgb 28871o8gszudes credit event authority 102. As wdthud6y7/006369
under st ood, sone type of processing system is always at the heart of
any conputer system roces i ncl udes one or

s
several process8fg |%E‘Ftﬂlﬁgﬂ‘sftﬂm é”’&F ‘Ef@gén taves erpfit@ent conput er

system 200 of Fl G .2 i a | e exanpl e of a processing
system In the enxa? 10 toDexEﬁ%EQﬁezsgepsgesan hat vseyst em 200 incl udes a

processor 210 confi W@M:&Eﬁ&%&%‘m &Q@%?altd'hfﬁmg he m%%%ﬁtgnes;ust

system 200, nenory 204, ‘storage 2 a networ

di splay output Rieded @. M8 crhtRlRIhARERL T4 1R B GHEZmER hs%*{oed to
interface the various conponents conprising conputer syste

Processor 210, teip@atly aoladirttlitds or oRfkalifieSnaBon3hpif Bkd Jobfxpﬂérs?sﬁé&ﬁﬁﬁs' ng
circuits, such as math coprocessor, network processors, digital

si gnal processores megagi 294 2@paseaeasisnssory dicCMehbig 364 048 iricRHS, dehdn@inp t S
can, depending on the enbodi nent, be included in a single device or
mul ti pl e devi cexthfynehogiowal a plaralits baenioncdind s, whichere bainéladed ayaesinglent o
which instructions stored in menory 204 are | oaded and executed by
processor 210 i{FVisk@ets apduralisnefidsyices.he operation of conputer system
200. Thus, for exarrg %Q/%ll SUBSTI TUTE SHEET (RULE 26)

2007/ 109033PCT/ US206871380 6%t it i rerianerbiediments 2 pyrdityof S?@a CqHﬁg%irmr y

<t eps' destl; bed ABEvaIen o mel Bl ainnl ey a%oé%%?éﬁe e
configured to o] ust referred
enbodi nment , miﬁ%&&&%%ﬁ@p&}' Iaé\;eicﬁgff §°se°§3’ﬁ grpfy%%}ﬁt%rcom act dSk d8ve5

temporarily st ooro@f%;b'attas&é&eqresmwct&,& SR Saikinil Qaég%acgnveaa reg :&,ts g

conput er system 20 ., nenory 204 acts as scratch

Mermory 204 can sl ddRgal Vm@&mﬁmotﬁaeahﬁlﬁéﬁb@@ﬂagﬁmlsam%%a&ity of
menory circuits, which can be included as a single device, or as a

plurality of dedmee@hmlsﬁammgﬁe 20GvabRClsl des, Thadbes nathded ddasbe Nt s, a
plurality of drives configured
13 are used to receive electronic media that has stored thereon instructions to be loaded
into memory 204 and used by processor 210 to control the operation of computer
system 200.
Network interface 208 is configured to allow computer system 200 to interface
with, and communicate over, network 106. Thus, using a network interface, such as
20 network interface 208, credit event authority 102 is able to communicate with

terminals 108, Depending on the embodiment, credit event authority 102 includes one

or multiple network interfaces 208,

12
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10t o receive various electronic nedia. For exanple, in one

enbodi Nenyq 58Pfoe@s 206 includes a floppy drive confi gupggdnis9edrR68kEY e
a floppy disk, a conpact disk drive configured to receive a conpact

di sk, and/or a digital video disk drive configured to receive a
digital video di sk. Displaninéfheer21 28 derendenred @ ellvrgmpatesydgnsP0itne| udes

di sk drives, which can include renmovapl e dj sk drives. The drives

i ncluded in st dP&g®° ?’C)%ari]‘:‘s@?ye ot CF P eRbdig@isefompienwiem A0 iR arhat
has stored theregn JipStiuellons Lo, he.l.gpded into memory 204 and used
by processor 210 16 control tREGpEratT 6 of conputer system 200.
Network interface 2 i L 0, ter system 200 to
interface wth, andg%éﬁ&r%?e?é? g%@%ﬁegh%ilégﬁs rltg% er%ﬁ%@,hcﬁrsnf‘"f'fa a

network interf A¢fem M'If'h@,sdegéaeﬁé Mgcnilﬂwlﬁre;t%&i Qx?ace S1459) %gﬁa@%m

authority 102 is able to communicate wth term nals 108. pendi ng on

t he enbodi ment ,mdukEdietfacd\ERYboAM TR ES, Yn 1O iliiELaldes one or multiple
network interfaces 208. 12 SUBSTI TUTE SHEET ( RULE 26) D spl ay

interface 212 can bEhesonfdrdjzsdéderface dah InoMcofipdit QinpSeats@AARZOOd foQun
interface with a display. Thus, in certain enbodi nents, conputer
system 200 di sphasedit gyehicuiatty 92 4 el axrdient safivaredompinayts canfigrddacam212.
User interface 214 is configured to allow a user to interface with
conput er 5syst émtpiyals 19f, Shusqrsesé gernhrythoritytl Akcas moddh pasyingtion sésh the
interface 214 can include a nouse interface, a keyboard interface, an
audi o i nt'dr f ac&hentpettware mnning o framiagly Hi34e froad end q*FPéY fiumatioafp thecl ude

sof tware conponents confi.qgured to run on credit event authgrity 102
At s £

as wel | as cli &ATCBYPE S VSPGB REEneE g ﬁﬁﬁ“@dnpf‘b RV fhe BHIYRHHE nal s
g'gg Thus, cr e%;dtder?}fl?orﬁ%h %Hltupu-ﬁsr iOtS Y alrggnngr [t Xﬁ%{vls( qtlli(g(, ga%yqja}ilc{" éi’ Iéig]? with
transactions. Certain features and aspects of the standardized interface are discussed
more fully below,
15 As an example of the compact and uniform display of information, credit
event authority 102 is configured in certain embodiments, to display the following for
each participating bidder defined in system 100: a reference entity name, a quotation
amount, an inside market bid and inside market offer, the fixing midpoint and
deliverables and, market orders and limits orders. Credit event anthority 102 is
20 configured, for example;, to display the information using the standardized interface
described above. Thus, credit event authority 102 retrieves the relevant information
from database 104 and transmits it to a client application, or applications, running on

terminals 108. The client applications then display the information in accordance with

the systems and methods described herein,

13
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10client software running on termnals 108 to format and di spl ay

i nf or mat i\gg ey dobgazpartici pating bidders in a uniform mpeqarsadoésge
recei ve i nput {romthe participating bidders through termnals 108 in
a manner that allo gui.ck, easy,._and efficient transactions. Certain

features and aspect S1HP it hisrees siqtfllysinting ang s¥eaple eleanathod ofidispiaying &¢ nor e
fully below. 15As an. exappl.e of the conpact and uniform di splay of

i nformati on, cr’/g’? aq’@i}g?l%ﬂ?]%{?ls e al‘i?g‘gf‘céa’@é‘ﬁ?(?‘ﬁ‘é?"éﬁt Erpheapieipatig
enbodi nents, to..di .0).l owi ng. for .each particj i ng_hi dder
defined in sys&é?ﬁ!eigétaygfh%%@érééﬁggcgﬁf TIPS iRl au,cg?f '&Br(?lfe’%ﬁyéﬁgﬁlﬁﬁ& nt,
an inside markef,.ipj I B 3 : L] 1.dpoi nt and
del i verabl es aﬁ%?lpdﬁ%}%g(g ﬁdotglgdé%g “g%gﬁﬁt?#ﬁ@ﬁé?“ é?gé‘ja@%@?i{ ng}eﬁ?}g‘;nt
authority 5102 igositief it @hicibd, ele dffity £%AHR0 & FIG s Mgk 2Yiulahis of
information using the standardi zed interface described abové. Thus,
credit event audohfins BO2-LB2AY Bbwn R\FRS 3 chigmh Sl2avARkes hh B valhsf rom
dat abase 104 and transmts it to a client application, or

appl i cations, rmefsencegnities formiich aledit deiBativeithevedbénafitde apphtlciatysems t hen
di splay the information in accordance with the systens and net hods
descri bed her ei 0. Colt@nn 304 includgs|tigg quBtaiion amowt pewmtsivoth eadhlrefertacatiting one
exanpl e of a nmethod of displaying the information on termnals 108
usi ng a conpactt&HEHH% GeivrmdPhinelnderie insidamerket biseplupg 38 andémside hat i s
partici pafOi ng in hgﬁfcr edi t eventhefi xing auction is, preferably signed

into theit’ own &% groolump 3oy the parficiprtingbider pyizinghoiermingl 48 1 el evant
to their specific 5ppEsjti.qQns | he guction. The displ screen 300
in FIG 3 includes ggrb‘%mlfﬁggfntcfgll&(%%hcggfqﬁméﬁ%ﬁrﬁ@ﬁ’gfcm 3 incldipg o
3, colum 302 i ' I ntiti or
ahi oh oredi t - dert e chilfs SERE ot AL it S ARSI B
Col um 304 i nclwﬁﬁic{ﬁaﬁ]ﬁm%@gén%inf&m&g i@gsoci ated with each

i 30 Co i

reference entity in colum : um 306 includes the inside market
bid col um 308 and ixsdode33 Romads initQfde: For @R pkHI¥Ipa3ihPbili@rs, IBRding the
participating bidder utilizing the term nal 108. W ndow 330

i ncl udes tshe neiikste ocahenss32Rohe titherigpat doluirin324, tHe@ ik rdiden solune §a6dind g
bid prices in columm 318 and offer prices in colunmm 330. These orders
are specific tchedifer gzarin cdvpuilSnghise odes ars igginedefiratiiospe@fiatb thal  108.
W ndow 332 includes |limt orders for the participating bidders,
i ncl udi ng the participating bidder signed into terminal 108,
In certain embodiments, the participating bidders can customize their view of
the information displayed, Thus, for example, the credit event authority 102 may
20 receive, from a participating bidder, information defining the customized view
requirements of a participating bidder, i.e., using the standardized interface, a
participating bidder inputs information defining a customized view,

FIG. 4 is a screen shot illustrating one example of a method of displaying the

information on display interface 712 of credit event authority system 102 in a

14
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15bid size in colum 322, the bid price in colum 324, the offer
price inwolwimmedde and the offer size in colum 328. Thesasedcensso
are agai n preferabl y speci fi c to the participating bidder signed into

term nal 108. i ments, the part|C| atln bldders
can custoni ze t?‘f’é‘}pf'“’t\??de‘\‘ﬁ‘ ﬂ'&“ i ‘FgF‘W‘éF iSGHiaP 451 %{Vé"d*s"d?‘ﬁﬁéG

exanpl e, the credit event a [ receive,

partici pating blgﬁndlé Js l\bgh?%elptrjré%}%’gﬁh% 3!’1“%#%&%13?@’5&%? ’Fﬁa?%‘bre{?i’aéw all
requi renents of e st ndardl zed
interface, a parf?]fl %%fgﬁxg%hdd%gé‘rm&gﬁg ngd’?]ﬁ%ﬂgférr#g%l on’ ?iyeafl

custom zed Vi eV REArdh idie® Screen shot illustrating one exarrpl e of a
nmet hod of displaying the infornmation on display interface 712 of
credit event author MmhydigetseBank0? in RIG.a inchflies @&&mﬁ%fcaﬁgmymzf@ém
format. The format is simlar to the format used 1n FIG 3 f

terminal s 108, @exaeepiotididet thenadieslvagouk féfe&ihﬁa’adﬁﬁhdalfcﬁmh&yﬁreﬂlhe
information relevant to all of the participating bidders, not just

t he i nf or mat i onderigdtizeschave iegn omlepvalalgde ingysempl@p.tGobinpaii iglubisdder . 5The
di splay screen 400 in FIG 4 includes a plurality of colums 402-448.
Col unm 402 i ncl @a@lon anouparedatef wirsigelsrerce petiteinceluen 9% iGediniagP6 whi ch
credit derivati v%s havg been made avail able in system 100. Col umm 404
i ncl udes the qubt ‘é\‘f“’?fﬁ’ﬁ %fﬁﬁﬂﬂetm%%‘g@é? ig cRlpmu g Bandbestinsidemeariehelfersdmt i t y
in columm_402. ungy g %ggs e best inside market bids in

col um 208 and % B it T“ ng & s in 10col utm 210 for the

participating bi ddeghﬁndow 418 includes the market depth displaying the inside market bids and

offers of participating bidders. Including the identification of the buyers in column
418, The bid prices of the buyers are listed in column 422. The identification of the
sellers are listed in column 426 and the offer prices of the sellers are listed in column
15 424,
Window 428 includes the market orders for each of the participating bidders,
The identification of the participating bidder making the market order ig listed in
column 430. The bid prices of the market orders are listed in column 432, the offer
prices of the market orders are listed in column 434 and the amount of number of
20 credit derivatives currently allocated to each of the market orders are listed in colomn
436,
Window 438 includes limit orders for each the participating bidders. The
identification of the participating bidder making the limit order is listed in column

44{). The bid sizes of the credit derivative trades are listed in column 442. The bid

15
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W ndow 418 includes the market depth displaying the inside market

bi ds and Qjf participating bidders. Including the

identifi c‘gpizgélﬁlg?&?he buyers in colum 418. The bid pri cl;)t(ajgmosfmOt'?f!u}gﬁg’59
buyers are listed in colum 422. The identification of the sellers
are listed in ciicenfd thedigutomiersiarrdisistl freplupn fde SThe pifar isigesaed lised & calumn
listed in col unp 154&4. . Wndow 428 includes the market orders
for each of the*Bard PePifaPTioeyars Piterdp eolumm¥6i dentification of the

pr 1l ng B i L e b i R BT SEAT, 50
of fer prices of ers are listed. in col.um, 434 and the
anount IOof nunber E%’?’ ag(g%:ﬂrgg%fhtg&%‘énr}ft\r/aaﬁ t\%nson%)ﬁrg\d%eﬁsﬁ“%"&gﬁ’ri?&sat ed to each
of the market order g kg a|ﬂo§ﬁcﬁﬁ%?]¢gicg A MWtidRBethod fgrld(%\(enﬁkgfﬁg"q:%%ed

includes Iimt orders for eac rticipating . e

i dentification ged¥eelRaiblcbl dnBﬂlIN’ﬂ?@J JRkdr o el bt pEder s
listed in col unlﬁ 440. Thél bi diggtig zes of1 héetl:rec?it rderi %’gﬁvg trades
are listed in catismhebdinistiers Millbubfsh aWitio€ @8patticipkite tiddekt ACJ0efR are
listed in colum 444. The offer sizes are listed in colum 448 and

t he of fer pri cesrtaipatingibgitierdvill thexlod axpaated bGubmit to the sydtann Elolayalidihsnddow 450
is an activity window that lists the current status of the auction
and al | ows t he resdlert pribission. ohesingide masket submisiipride bsanandidemiangt pd bces.
SFIG 5 is a flow chart depicting an auction nmethod for determ ning
the fixed%ri ceffenfls additioparadpmtly eash pagisinatnadidden i ¥t eipected trsubinita event .
Preferably, prior to the, aﬁucti on the adm nistrators will publish a
list of all partdifydt Al erabpaticinatinggyiserniyielsp s1omitde hasysika 169 dder
wi Il then be expected to submit ta the stem 100 a valid inside

mar ket subni ssi® I.m"%ﬁr ?fﬁlglltc?éégﬁﬁ?’%fsmé‘ﬁb%"%’i‘“c?ﬁctl?&ﬁmﬁ’@e“&?f’ e e

mar ket bid or offer. I Ltion. nref b ch, partici pati
b1 dder 15 al 5o aybeprstft, e e R Eh LAY SRRSO R ol Bl OF

to su a Yy, €eacC

participating ngﬂ:ﬁé bMMlgﬁJé% p?il:kbtﬂ‘isﬁe 8 bﬁd%ﬁ@/ &k 8L 18Q p?%é{lct%%nb er of

l[imt orders subm'ssi'ons.” Before an aucti on connences, ereis a

pre-auctiygn pemkmd prefeteolPrRid iréh Bl R0r LA dRhSliAdpRE BdHusiRr ably
edit these orders, for exanple by changing the price or size of a bid

during this time. TAEs0p ke mubEd of Malill bR madteqdtieligloabls yheh &Hies b hom one
to four hours imrediately prior to the auction.

system 100 at a first predetermined time, If the system 100 has not received at least

the predetermined number of valid inside market submissions, the system 100

preferably then waits until a second predetermined time period at step 505. At the

20 second predetermined time period, the system 100 returns to step 504 and again
determined if at least a predetermined numbed of valid inside market submissions
have been received. The predetermined number of valid inside market submissions

may be a total for both bids and offers or a total or totals for just the valid inside

market bids and/or valid inside market offers.
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At 504, the nurrber of valid inside nmarket subm ssions is then tallied
by the syg 7}% hsat a first predetermned tinme. |f theP&X‘ﬁfsﬁﬂiﬂ'fib@é%@
recelv

has not | east the predet er m ned nunber of valid iInside

mar ket submi ssi ons, }t{]f SYsSt %B 100 preferably then waits until a
second predet er ni ned TG HR [00EPeNes 2 fasha Bedsterpined yg barys waligrnside

det i dti t t 504 d
QBSL ﬁt det ¢ E?% neE‘mﬁ?pﬁf”*“ﬁ%%’éfn%sysﬁZﬁﬁﬁﬁwﬁgﬁtﬁﬁﬁa@ ﬂezﬁgmsﬁ; F’i’?fg?t]ge
mar ket submi ssi e pr.edet er.ni ned nunber
valid inside rra%%om’v ?n&ggﬁgn%&ﬁ% e grmied e’PS'CF ar}%})f“ﬁip?)’f“d?rﬁ‘ﬁ‘éfg

offers or a tot gl QspdOb RS, gg,qd“éﬁ)g,, the valid inside market bids
and/or valid inside market offers. 16 I f the system 100

receives at |east a meesieh abWonQALRIMWIRES mefod@dbibldi e IR KSiles

subm ssions, the system 100 will determ ne then det erm ne the "| nsi de

mar ket m deI Nt Mmidpbinb (GG. 0w eiagrerh Biaekingfan e BT Ré ﬁ%sﬁﬂ;@n&e@%ﬁ@. grar ket
m dpoint is provided with respect to FIGS. 6 and below. 5FIG 6 is

a flow chart il ust laFit§akhoftbt hodk mdrketlbitearadortedigo b Beyubns vilemhear ket
mdpoint. FIG 7 is diagram show ng an exanple of the steps described
in FIG 6 highesthids firg arg the ipfide heaket of6irches svateddatb a béadencawish ter t ed
into a sequence with the highest bids first and the inside market
offers are sort B¥e§REEs 5’5% %n"ééowacchmﬁlﬁ‘émii'fb%@tls tofrf peeferalfly metthedt
602. At 68 eact} i nsi de éﬁbl d i then_ ref erabl éérr_at ched 10with
a correspohdi ng™ithe FAEHRH ‘Rge‘f‘s' Tpagfet offep e Thei @‘s‘f‘mikrféiir bideeiret bi d

bei ng mat ched vm theth ¢ t offer, the, sec nd hi-ghest
i nsi de nmarket bl wrthof e\&éeéélésﬁ(?"fasﬁg%{ﬂ’ﬁﬁﬁca gt dRsidg ppgspt bidst ¢
Each such insi d@lﬂmﬁg ge@&ndtf%vge[s{ ﬂ?&e%rﬁ%fﬁ?tetcofi %S{r‘?e%{%ﬁ c}bxc%g? tgee

"mat ched market." Preferabl UF POSEs of SOt

mar ket bi ds andmbRsioger ﬁﬁﬁl’:&ﬁﬁm@ﬂcff '%{aﬁhed‘me?" ﬁ’}’éﬁrdb#f ggu% %%?%or@d

are l5equal, the one submtted first to the syste
considered to bt(ﬁeinﬁﬂeﬂﬂhxﬁh@fds@rfdxﬁs*’k@xﬁaﬂ@ﬁofﬁﬂckvm@lrki\ﬂgmhm@bﬂﬁaﬁar ket

offers are equal, the one submtted first to the system 100 wll be
consideretb to b@;ualhﬁe brewemindd firli@ thaystem 100 will be considered to be the higher of
the two, and where two inside market offers are equal, the one submitted first to the
system 100 will be considered to be the lower of the two.
The tradeable matched markets are then determined at 606. The tradeable
matched markets are market pairs where the inside market bid {s greater or equal to
20 the matched inside market offer. As described with respect to FIG, 5, these matched
pairs are preferably traded. However, for purposes of calculating the inside market

midpoint, these matched tradeable market pairs are preferably ignored. Process 602-

606 are shown in Step ! of FIG, 7.
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The tradeabl e natched markets are then determ ned at 606. The

t r adeabl ewmelbhehmdoazar ket s are market pairs where the i ngicdeusrerioesseo
bid is greater or equal to 20 the matched inside market offer. As

described with respe . o her L ed raoirrs a referably
1% nﬁ&aﬂﬂrﬁ kefs a El %Ezﬁeé%%néy r)[uHﬂ)Q ) [ %é}?ewgzt-

traded. However, for purposes of cal e i n&fefa

m dpoi nt, these t@&gab&drkkﬁsaﬂﬁ&#ﬂnﬁargﬁ{eéé%lgl?g%'b.ffé%t];%bﬁl'%'iseﬁf&%%%a‘{so

i gnored. Process 602- 606 are shown in Step

Al tradeabl e malideatas stepBlin@1@.Ir7e FRERILI RS UM BHID SF thOhonREHGERL bgi'ssfoﬁ .
non-tradeabl e market subm ssions are preferably ignored at % g IS
process is al soashaouimdaTosdeaffy e best RIfGhe Fste?n 6F @h 88 Al dol@adegst hal f°
of the non-tradeabl e subm ssions are retained. To identify the best
hal f, the 8yst emalke® incqader ofihe¢ spsdadl batemen the adidainbdethivbanl aiside mArk@bear of
t he spread between the inside market bid and inside market offer
within each mat ¥HRE c¥ehmeiohed markpinfiomanpestsprspt te lukestoTHedrg bafof ee best
hal f of the matchelgi markets are those in the first half of such |ist.

Preferably, in PAEMdWEHstsardpost mehedistbalf of sechiisth Prefessbbain the avent et s i s

an odd nunber, the system 10 i1l round up the nunber of matched
markets to be iFrIllg Hae Oﬁ?‘i)“‘tj&ﬁ‘geaW%g‘f”kﬁ%\'lsF‘?" ARoe1he wHem JYvidrvader wil |

then cal cul ate Ih@ﬁ%n%ﬂ%%ﬂ-ﬁa 5T%ﬂerg%mﬁg%%ig@éeg%/%%éegﬂkgg the nean of all

the inside narket s and 1 nsi fuded in the
0%

mat ched mgg ket's t hatyikad he Whkhiiho & . 0F other .sel ect ed
number of retained subm ses%ns. Pr{g?nera%%“}, k‘%@g?eerg%?e&mgPlg%lyounded

to the nearest ﬂrﬂﬁ"hg&ild}ﬁéah o®fi1 R RET PR ds alnﬁlingﬁg'ﬁﬁer %B‘Qrgwg@ggd% éﬁ’é‘er e

t he vol une can be specified along with the bid 15 an prices,

the average canmiehed kst @t Y wahis I BEChBLREBEIMMErmBAG reingh Pr i ce
and offer price is accounted for once or by a weighted average where

each bid price shdisgédfsePrefrdblethe ssdy ercagedbdbaitektans chbghtipbiune
specified by the participant. This average is called the md fixing.
Process 608 andrese®. yothes¢rwdingsts whespth@vdlumdeaihe specifiddiabng altictit Bited
val ue then acts as_our circuit breaker point. So the auction 20fixing
| evel preter abl 39 AEH PEiaH: Brvpraprean besepptehbyrmsirime avehgpolient sschdrid ei t her
side of this val ue, f?-fr exanple, 15 points either way of this

cal cul at ed val (isioe and offer grce isigecopted forcanceps by f eighied gyemgeyher cgrdidid not

ERNERIE RTINS ER AR S G
This average is called the mid fixing. Process 608 and 610 are shown as step 3 in
FIG. 7. This calculated value then acts as our circuit breaker point. So the auction
20 fixing level preferably now can only be a certain number of points on-either side of
this value, for example, 15 points either way of this calculated valye.

If the process described in FIG. 6 does nol result in a single inside market

midpoint for any reason, preferably the system 100 waits until more inside market

18

SUBSTITUTE SHEET (RULE 26)



18 WD 2007/ 109033PCM S2007/ 006369 subm ssi ons have been col |l ected
and then wﬁgg@ﬁﬁg(fgge process described in FIG 6 to det B0 /006369
single inside market mdpoint. Once the inside market m dpoint has
been det erm ned we . retyrn to ste 508 in FI 5. At 508 E‘referably
al | inside mar kEPMFEE hakgbegh pallpediand ther igpeats fhy Prooess describes idd@s e

mar ket are autog&ér' cn%l I% tr.a%ed. Tthe ;ﬁr itces for these automatic
trades are pref SPABFY A GREC AR BEEE™ T t 0 the process illustrated in

FIG 8. As shqym, iud; . El t t em 100 b
Feosorts all inai do ouay PRERFBake Hionthye fon WGP RREME e PR RROLH Y

pl aci ng t hem i nref deh, d0RORRRhside o YR en B WS i e, Trer ket

bids remain in order %ro hi ghest to |owest as . acah. i nsi de
mar ket bidsis tpeRau i aklafoBiceafdd the SREs GOLSERR Eﬂgcip'!s QE' de
mar ket offer the highest inside market bid being matched wth the
hi ghest inside pefelobly dedide@mecotdig 16 me poebsillghasd iniFrsisgde market bid
with the second highest inside market offer, etc. each such pair is
an automatic trade &@sshdvovinsteml sifEQ R2thefysEin @0 Befefblg Fe-w@iit dhmasidec t r ade
is preferably executed at aﬁgri ce equal to the midpoint 15 between
t he insi de mar k@erkeyioffers ingludersin tadephdy Rasketsp plficine theor imorvigr S higlesittonat i ¢
trade. The volunme of deliverable obligations subject to each
aut omati ¢ t r ade!opestthie e disidy marksthids atmeinip prder frmotishest sdevesbe wsHi or to
t he aucti on. .Agai n returnin o, the process described in FIG
5, once al(w tr aﬁ%’gb‘?ﬁ%‘e H‘BW@’[“E‘S g‘r"’ég‘rﬁ{‘ﬂa@ﬁﬁ{ai"gﬁl"{‘@ thecqeseendins ¥ids abl v at
510 all remaining,i.nsid r.ket._ bids d..insid Omar ket .offers that
do not form par?grg%t%%rt“%g%ngg efetems_hﬁr a'é(?%édr?eem_génﬁége%t% t&ﬁ“%ﬁﬁﬁ‘f{% hed
lim t orders alqgk@c:ﬁﬁ‘ r?fﬁgpécg'l%qué%sttﬂsﬁé %ar%éémdkﬂitp 'ti%%cc%r%jlﬁlgﬂegpigsidgf fers
previously submtte %y participating bidders.

market offer, etc. each such pair is an antomatic trade as shown in step 2 of FIG, 8.

Each automatic trade is preferably executed at a price equal to the midpoint
15 between the inside market bid and inside market offer forming such automatic trade.
The volume of deliverable obligations subject to each automatic trade is preferably a
predetermined amount decided prior to the auction,
Again retumning to the process described in FIG. 5, once all tradeable markets
are automatically traded, preferably at 510 all remaining inside market bids and inside
20 market offers that do not form part of a tradeable market are converted in “unmatched
limit orders” and are combined with all limit bids and limit offers previously
submitted by participating bidders.
Next if an inside market midpoint has been determined at 506 an attempt to set

the final price of the credit derivative contracts is made in a first auction beginning at
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Next i f an inside market m dpoint has been deternm ned at 506 an

attenpt twoed/iobessfi nal price of the credit derivative peanisealosssss
made in a first auction begi nning at 19 SUBSTI TUTE SHEET ( RULE 26)

512. | the fi t f tch | |
mar et or ders b Ph PLE PRI SRt MR GR HUT Sl reoggeit o
interest at 514an thter ﬁraﬁiexrs];é%ﬁgrtmngel leo 1rl§tgrtest fSé IF thI fsuy'll %éﬁ Bﬁgalnoﬁfltphe sum

of all market bi s are prefera S rata

with market bidg 7les§mﬁjn th s aﬂ‘h@?k@tfbld’@l lnﬁﬁtreévﬂmﬁqugtgﬁefér l%&%&eﬁ gr%n the

sum of all 5market offers, all market bids rata
with market of f @taSvithEaekbt SiHs And TS i of almadi@blesls uéamﬁrhhémﬂﬁ n These
mar ket order trades preferably will forma trade at the final price.
The systens 100 ket offerefall makdeybidsbiil Be&GatiB@ po RANWIH h Ak Stferd R NSEh t he
correspondi ng unmatched limt orders at 516. If the open interest is
a bid to purchaseciiidéniidesoabt teddbThgeainbde srdet ttadéspreferelewailtbyn amat ched
agai nst the unmatched Iimt orders that are offers. If the open
interest is an tfdeelthe fnabrrick. del i verable obligations, it will be

mat ched against the unmatched linmt orders that are bi ds. The open
interest is pref er aBhgsyitamd Abderarsefratdy mefelionthe pasm interet egaiupirket ched
limt order, be nm‘?ﬂq with the unmatched |imt aorder that is the

| owest of fer fiEe W”‘Eﬁdé{m‘té’é‘jefsﬁéﬂéag@wr?ﬁ?’ ‘H@“’St Isdithorpeiag to
th t th f

i ghest (1% ”?LQ"“’??{%%"?W%&‘%'%' s REer PR et eaf R ol Ry
of the open i ntt%t%ﬁatoﬂ}aésff ﬁ@g&n%rg@ﬁgn Geea or§§ﬁ @%{&%&nk%ﬂt li’nl%cder S

totaling the sane size as the open Interest; ¢ unnmat ched

limt orders ofmidiRd a@hr@mﬁmmﬂaw% M}b%eps%@argahghﬁ@ ob& iff}Est RPEN

interest; or(C) the next unmatched Iimt order to be matched to the
open preferably matched against each applicable unmatched limit order, beginning with the

unmatched limit order that is the lowest offer or the highest bid, as the case may be,
15 and moving to the next remaining lowest (in the case of offers) or next remaining
highest (in the case of bids) preferably until: {A) the full amount of the open interest
has been matched against unmatched limit orders totaling the same size as the open
interest; (B) all of the unmatched limit orders of the relevant type have been matched
to the open interest; or(C) the next unmatched limit order to be matched to the open
20 interest is more than a predetermined percentage of par more, for example 15%, (in
the case of offers) or less {in the case of bids) than the inside market midpoint, in
which case all unmatched limit orders with a price less than (in the case of offers) or
greater than (in the case of bids) such next unmatched limit order will be matchsd

against the open interest. Each unmatched limit order that is matched to the open
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20interest is nore than a predeterm ned percentage of par nore, for
exanpl e Ip¥roéifdeie case of offers) or less (in the capgrff 2537%&369
than the i nside market m dpoint, in which case all unmatchedS im
orders with a price |less than (|n the case of offers) or greater than
(in the case of M7 yndere, Bbxt(Clibaes: eoh beirefeied to apg twatched Krhit ydertrat ched
agai nst the open flnte Z %ﬂh unmatched linmt order that is matched
to the open 20“’ac 3‘?d it orrr{arcelopder pare ' majcheddimibasday sadet and thse
referred to as mat ched |imt

order/ market or ’é?eami)nﬁl g%he“lﬁ%efld’ﬁ%r&s(?lﬁen?{ﬁﬂﬁcr 8‘?‘“{°Feétde" and the
A o 19%%a;ruqa§,@&1%§ ore i}t WAL QPR B ChERe | 1o

in (A above, there are unmat

sane 5price andyfachs Gesdside uiefﬁ%at luﬂﬁéhealggﬁ&ﬁg}‘%@%é H?mhtc? R tﬁtﬁoéfé o be

mat ched to the open interest, then preferably suc I na ched
limt orders Wi inlerdag b b:hﬁﬂblp@&hrfﬁm%mﬂﬁ@k@@&:t t&s &ﬁmlmlad‘afgo gRen

i nterest. At 518 it is determ ned whether the sumof all the
mar ket or der tr agiast thenemaihihg dfkeinmadsched |imt order trades is greater
than a predeterm ned percentage. For 10exanple, the sum of the
anmounts of all the rdfkitisdeterarinet mhethrs thamun aff all thehmriatrddreddes and ot
order trades is checked if it is greater than a predeterm ned

per cent age, f orthematsiddingiordes hages @@%tafthaphewg?tmtﬂeﬁ pagfeniegd Fohe sum of
t he armunts of all market offers and gll the sum of the amounts of
al | mar ket? bi dsexapple; the sum %%awew%q%} the mpketguleiadesgeall *thﬁ@ﬁ‘cltﬂﬁe
anount of remai e ere s determ ned at 520. the open
interest 15is nlrgﬁ“t grgf’rgr ?Eﬁ P%&cf%ﬁt‘sigéeémf@mpﬂrpé?dé?’é‘ﬁ?? pgréffn‘a&‘f %e price
assopiated & N RCARLENGY Al dorRL AT L AR of I ANESL O ST O

the [ owest bid cdsé nm

zero, the final anfl r(i'x)Qﬁe S\Mnlolf thlagmw}\?s olf EHSI'DQ‘EFH baE. ki?itr Js@qupt'hm th@Eerg’c%ége,

then the amount of remaining open interest is determined at 520. If the open interest

15 is not zero the final price is preferably set at the price associated with the matched
limit order that is the highest offer or the lowest bid, as the case may be at 526, If the
open interest is zero, the final price will be the inside market midpoint at 522.
Preferably, if the swmn of the amounts of all the market order trades and all the
matched limit orders equals less than, for example 90% of the greater of (i) the sum of
20 the amounts of all market offers and (if) the sum of the amounts of all market bids,
then the final price will be determined in a subsequent auction at 524.
If the first auction determines the final price pursuant to the process described
with respect to FIG. 5, each participating bidder whose market order or matched limit

order, as the case may be, forms part of either a market order trade or a matched limit
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Preferably, if the sumof the anounts of all the market order trades

and al | t@gzg?ﬂl??@g limt orders equals |ess than, for %@2{&?&)7,%96%55)

f
the greater the sum of 20t he anmounts of all narket ers and

(ii) the sumof the anmounts of all market bids, then the final price
will be deterni V&Y tRor Prefergils s genaingd taeny ingrp biletersbagreement figyanrghpse g

auction determ nes t fingl price pursuant ;o the process descri bed
with respect toa“fﬂ“@ior%g?hv @ﬁ°@§Ptl°i“ﬂ8‘§hat“i°H§taﬁr§d’§f‘°‘9€ﬁ%@’°?rﬁ}“ﬂé‘{‘h?)rder

tched |im . t h b f t of .gith
or Tt ehed |1 S LS9 s SRR o B, 2
required to entgr, 00 A Pl'a;Lﬁ’é &R f%n%%rn‘é‘eep}‘a%%edtzﬁ’a:ﬂf‘%¥th%§§{fﬁ‘é‘meﬂ%H”t of

deliverabl e obligations wth an outstanding princip ance equal

to the quof ati OfieérasHadds Qo BRREES hifestRE oF Bk %%Q%id%{tﬁg%e%ag%, trade

or matched linit order trade, as thé case nay be, at i nal “price;

provided that, héqiohGoCasRnahilllie il beddbtd iBldieQiHd8ize bif 1RGESainin
contai ning the highest offer or the lowest bid, as the case may %e,

t he quot ati on aipeulinterasl. mhrketiokdent@imeRsap of AR opednteredwilDprererhblesd fillch e
size of the remaining open interest, market orders that form part of
t he open i nt er es¢ rau tb Fomppiatd the mbthed bmitfoided tedesphagticipatig Hdles opicet e t he
matched Iimt order trades. Participating bidders whose nmarket order
or matched | i mimarit gepr or ggtchgddinitpsder, gaipe groe mfydenformyart obf maketrerdiret
order 10trade or matched |imt order trade can be matched with one
anot her al%habet&ie g majehed limit ordprrade qap pegpatelied wish gng appsier plakagetigdlver mi ned

i ni St rat or s can QGBI oS CHECF AT FEBas B ARt | on
524. respect to FIG. 5, the administrators can determine the final price in a subsequent
auction 524.
In a subsequent auction, participating bidders may be required to submit
15 subsequent market orders and may submit subsequent limit orders and/or replacement
[imit orders during the subsequent auction bidding period.

If the open interest from the first auction is a bid to purchase deliverable
obligations, then: (A) if a participating bidder submitted a market order to purchase
deliverable obligations, its subsequent market order preferably must be a bid to

20 purchase deliverable obligations in a size that is equal to or less than such
participating bidder's market order; and (B) if a participating bidder submitted a
market order to sell deliverable obligations, preferably its subsequent market order

must be an offer to seli deliverable obligations in a size that is equal to or greater than

such participating bidder's market order,

22

SUBSTITUTE SHEET (RULE 26)



In a subsequent auction, participating bidders may be required to

submt 1 fRieeeys mar ket orders and may submit subseqyeRtuszbdFlobssso
orders aﬁg/@%r% replacenment |imt orders during the subsequent auction

i ddi i ) th interest fromthe first auction is
g' gldldn'? opSL'r gﬁase dé ‘P%%ﬂ%i&?eéeosgfga?q %ﬁﬁ%ﬁﬁ@%m fstsa affer tongellidelivarable | "
ici i i i d to rchase deliverabl e
Dbl | gat | ons. i 1 SIETSERIRE () e PRUT TP ET SR Pyaser BesTa b d Lo
o St part SRR QRS )y b i ST 2
articipating bj ], der to sell deliver.able
gbligat?ons,gprﬁggﬁﬁﬁﬁgh?%%ﬁgﬁ géﬁ%@§?5ﬁ§%€é@”éﬁﬁéwhﬁﬂ§Fpﬁﬁg@ﬁgﬁffer

to sel | def | veraits o) bRk 28 5tihainShid &bl Syfibiahel 8 PRl oot er

t han such participating bidder”s nmarket or

interest from tdelivdrdblesdbligations, §Bfelably Asubleh@ht ke Slits nHE! HeuBIaaAP! ©
obligations, then; (A if a participating bidder submtted a narket

order to sell dekduserdabkeblebbliggiins ASize thhtds @uUNSESeRAlk: tRaTd@f or der
preferably nmust be an offer to sell deliverable obligations in a size
that is equal trRotisivatingdildetsamrletrtierpartici pating bi dder’s 5narket
order; and (B) if a Eartici ating bidder submitted a market .order to
purchase del i ver abl E"5ouFH L ropferadlpvidireatahisl! gubiaqsens masequisntvitiandk et
order nust be a bid.to gur hase del iverable obligations in a size

that is equal t*8OBF WYPEALRTeIYRiGH e SHOPPARCEF IeR infrepst Hehetstm@es! s mar ket

order, subsequent market offers is less than the sum of all subsequent market bids, all
subsequent market offers preferably will be matched pro rata with subsequent market
bids, and if the sum of all subsequent market bids is less than the sum of all
subsequent market offers, all subsequent market bids will preferably be matched pro
15 rata with subsequent market offers (each such match, a "subsequent market order
trade").

The subsequent limit orders and replacement limit orders will preferably be re-
ordered with all the relevant limit offers or limit bids, as the case may be, (eg., if the
open interest is a bid fo purchase deliverable obligations, the relevant orders will be

20 limit offers) and any inside market bids or inside market offers, as the case may be,
that did not form part of a tradeable market in the prior auction, beginning with the
lowest offer or the highest bid, as the case may be; provided that any limit offers,
limit bids, inside market offers or inside market bids that have been replaced by a

replacement limit order will be disregarded in the subsequent auction. The system 100
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The system 100 preferably will match all subsequent narket orders

w th one Woaneyfeesssi n order to determ ne the subsequent peRAI%2007/006369
interest. If the sumof all subsequent market offers is |less than the

f all b ket bids, al t. ket of fe
oreterably wi 1T PLor R Ol e PR e PIR R Bhne Ol vt it g an
if th f akl . . bids | than the s of.. al l
{uhe sum of ablSRSBSHPIEKEH BU5ul S hehod RNt st el o |
be mat ched pro }&faifpaiot ik ﬁ%f%}@&%nﬂf Jﬁ%%uggtfl ichrd RAGH SHGH Bt ch,

a "subsequent market order trade UL SGUEHE [PRTTBr der s

and repl acement limitiders @gd@tSs WirhdiwohB] 1Ghiesakd a B9 tﬁeesgﬁsQﬁ.&ﬁ% %Mihl?re&l !
the relevant Iimt offers or limt bids, as the case y Be, e.g.,

if the opef inteywsdpeh Bidesbiotpurms@ur sliageticdel i ver abl e obl i gati ons,
the relevant orders will be 20 Iimt offers) and any inside narket
bi ds or inside markdvefghlflpnie, sysiken ilidisplagdo e yarirépatibhd tdddediactheiedd of or m
part of a tradeable market in the prior auction, beginning with the
| owest of fer or therectipg ghts findprice op gltankévada Seir fegrmbetionphad v subedudnh at
any limt offers, Ilimt bids, inside market offers or inside narket
bi ds that have BH Vil 5F Hwerdplpnawitethe wasontha first qugtian fajled éor obiein d fingle
di sregarded in the subsequent, ayctign. The system 100 23 wl|

pref erabl y thenprr‘c&p@%fge '%ém%f"éeﬁg"@f e uafilisd apgh {plerest oradRsequENt PP al |
such limt,offer Im.t bids, i.nSi: rket hids and.inside market
offers frté?n t helnfefc}sé?srﬂéeu%ﬁ I_Barfb(a’tlﬁ%“?’d@t HBE" ‘ffg}“rﬁa‘ﬁ‘éﬁpft‘“éf”_dﬁ‘ﬁs Wkt omat i ¢
a0 N0 L SHRREAUAD Lk Tk B A0S oY of BLACSIE Ol LI L Lo Qhder S

toget her as unmatched IImt ‘orde sequent Op

i nterest 5as t hiuPMeRetdiR bEARSLh i@anPYERATESi O Sl
Preferably, the gystemlloo di splla;us1 to the garbg?gcﬁlg%gie%g}cﬁj?tgﬁers at

the end of the witdtdadaqottion Hifoubis)) lcef iaEBheRa sutdbduitiddioY flidbe their
determ nation that a subsequent auction will be required along with

the reason the feiuisd amliat hopethednlcatdnéten, o4 té Betals b iade kL Bids LB) t he
size and direction of the unfilled open interest or subsequent open
10i nterests as infide makas offerywBleprefériblialmpublishad; tdhtbe deuils of i abtbieatic
participating bidders who submtted bids, offers, subsequent limt
orders and repl EdesHnie)nrafereblpendeqogouneniyetitrdhe publishing of the final price, the

details and size of all market order trades, matched limit order trades or subsequent
market order trades (for the avoidance of doubt, the administrators will not publish the
details of any individual parties to any such trades nor any details of the individual
20 market arders or subsequent market orders submitted by participating bidders),
Preferably, the results of the auction are verified by a third party separate from
the administrators of the auction. In addition preferably, the administrators will
publish on, for example on their own website or on a third party website the result of

the auction,
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with the details of all such bids and offers submtted by each (e.qg.,

parti ci pajyogoiodedr s and quotation anmounts), except thacriRie/086369
subsequent auction will be required and has not yet been conduct ed,

only the details of i@e rket bids and 15i nside market offers
will preferably be p“{li%—i’sri‘a hé@?’“klﬁﬁle"tfﬁé“sd’é&h&f* the figtl pendetsmminadeduiing the
trades; and (e . r.ably onl oncurrently with th ubl i shi ng_ of
the final pr |( cé?’gélﬁ%‘gﬁgﬁh °8 g]é%ﬁg‘ée?yzg‘% etcgf’%atr‘f’&rﬂﬁé? S"gf‘eg%ﬁ“t *I“F%P&é‘gl,i

mat ched 1imit opderulh %qﬁgswﬁﬁ{théx‘éﬁ%x?ﬂyﬁﬂéauﬁﬁﬁﬁg%ﬂur%{ﬁzg? foif d BT Sck! OF Lhe

avoi dance of doubt, the adm nistrators tails

of any indi vi duslefeRly} ih8 sutliChe@f¥ulf teRdd th@dRSnd @t ' the
i ndi vi dual 20nar ket gtrde?g 1ore sult)sequent marrléet egl?%éf%%glﬁﬁﬂ%%f?éld by

participatsng binter & ubstuedt efen Medtest, biiBe Eabstdstes, PlercdBE. BLEIIGRg ar e
verified by a third party separate fromthe adm nistrators of the
auction. |n addiesilisincjtethe nalek yf thé faeichairighidaés ahOmbmited bidudd, sh on,
for exanple on their owm website or on a third party website the
result of the atrbteReant limipdrders and repladeradnelimaibryters, tdgetheyuith itekiedilsrogsiul t S
include the final price determ ned during the credit event fixing or,
al ternatively, %“ﬁ’éﬁ?s werdprrurmiticd Ay epbpartipingiiadidderdne., heetnieorithei | | be
required along with the reason the first auction's failure to obtain
a final price. Wtéil‘péP%Poqléfj,%rstﬂ%thbﬁfﬁf‘“fl%"rmu?t@s‘ﬁﬁpéthP‘rﬂ?‘F{ﬁdé“‘{sﬁélc%i ze and
direction,of any unf.illed, open 5interest or subsequent open interest,
as the cagg rrayé/ul%téo.n Ii’éeéa?lgc} %%?S?ry ?"Héasﬁﬁb’lef %Eﬁ'é%?n?‘&eg'lpf erf‘bx%?%%et he
nanmes of the p ihCl 1 | Y X Ltted hids. offers,
subsequent i m@{eﬂaﬁ?%@?&gﬁ%ﬁeﬁ drr%gﬁg%aeﬁn@r%%dg%Alg)%ttohgr? Hgirbse,pmflg’%eedt her with

e s e L e

participating bidder (e.d., the nane o he particip

the quotation aprefeably)the BXEREY rebilidthc MEER R HRRBAMERbIHARHEL @1 1 S
deened necessary and has not yet been conducted, preferably only the
detail s of the priesitickaietitis dodtsizdé ikt narket drdes irddies, Bk kalimdffRE Saded drl  be
publ i shed. Preferably, the published results include the

det ai | s ot5 any wbseanvntrhaket prdetdsdesHoetheavaidbngs off doebtphdddimstiedtorsesiul t s
include, concurrently with the publishing of the final price, the
detai |l s and si ZEf@rbIangt PHilisk B¢ dejpilgef any individyal pattiesih eny shihrtiadesapxhay
trades or

details of the individual market orders or subsequent market orders submitted by
participating bidders), in each case within a predetermined time period of the bidding
period or subsequent auction bidding period, as the case may be.

20 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 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
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15subsequent nmarket order trades (for the avoi dance of doubt, the
adm ni st re@¢bane/mpdss preferably wit publish the detail s @cTAamsgoo7/oos36o
i ndi vidual parties to any such trades nor any details of the

i ndi vi dual mar kegdopbAgd Rydlion URASE s VentIR iRl infRhid8 foShe TR %tt}%d by
participating bidders), in each case wwthin a predetermned tine

period of the bigBidiGenRehivag btfis 6 UPREGUAMN . AMGTLQR D:ABhngmIgr i od, as
the case may be. 20The above description is presented to enable a
person skill ed pprindigia aad feathi@s disdkRedtR@iniSe the invention, and is
provided in the context of a particular application and its

requi renents. Vari ouhergaibddimets apheset of theligvepioafwdll beagpeeiyadhdareskisd wi | |
be readily apparent to those skilled in the art, and the generic
princi pl esidef i frede #ibiram epnpidsratiss obhpireciitation ad presticeofiibdinveptidns and
applications wthout departing fromthe spirit and 25 WO

2007/ 109033PCT/ 830569 hegeity abdredeaiaprs ot bemia, inpiydingall 31S. emhigzeignipptpnss,
invention is not intended t lglggc[ﬁi_n‘ited to,the enbodi nents shown, but

is to be accor dBUTY APIGHIGwS ! ons gitkather dasrmeptaptrogterislsnsre sresifitalls and
features discl oslgpengr%{ %ierré .O(cmher te%rgooc}i nments and uses of the

i nvention will BS APSArgstY PERIREYIRPired 5in 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 ncorporated by reference. 26
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What is clainmed is: 1. Anethod for determning a fixed price
of deliverable obligations following a credit event conprising:
providing one or nore termnals in conmunication with a credit event
authority, wherein said credit event authority conprises at |east one
server and a processor; accepting at |east one inside market
subm ssion and at | east one market order at one or nore of said
termnals for transmssion to the credit event authority, wherein
sai d inside nmarket subm ssions each conprises at | east one inside

mar ket bi @QF id Msihdlq jirar ket offer, and wherein said market orders
each conprfsesigﬁhgea§t one market order or market bid; said credit
aut hority: mat.chi ne .or noge .inside mark i.ds .and. i,nsi de
mar ket of fers ke PRROHET Railedoa sk o7 ol ShiGH R ol o8t
mat ched markets are tradeable, wherein a tradeabl e matched narket
conpr i sesTEHt P78 PEBHEMEt bid that is greater than or equal to an

i nside market offer; determ ning_ an jnside market m dpoint based on a
subset of the HAYIAREPNAEr AT terRiftabmintcormuncation Withp dediticenhasheits
mat ched mar ket s; mat ching all narket orders with one another to
det er mi newhareinsaid craditeeverfrauthoviti/eompirises atll¢ast ongisgeyenandieeprogsisens; and

i nside market offers that do not formtradeable matched markets into
unmat ched | i macceptidgras jeast one insidatalich guttnnesiapanl atrtest es¢ madat nsiker sthe
unmat ched limt orders to forma matched limt order;

det er m nidi@ cafnic@e of bd erinGilNGr tiagsntiRioh forthecedit e®dne puhbStyheherainysaid
portion of the open interest renmains unmatched; and setting a

fixed priggdé arkehSubmatsoRtati fopres frleRBsRMinG0e Itk e®BRIWHInGde market
unmat ched open interest remaining, wherein if the remaining open

i nterest g 0 A3tiRkeih B4R nPlrkdrSocrd DRR cB8hses Selefst lohX RErRE bir bSmakkt
to the pf%c& g%sgg#%ted mﬁgﬁ thernatcﬁedﬁﬁ$ﬁ1teor8er tﬁat ﬁgrthe

hi ghest Jer or the | owest bid, and wherein if the remaining open
interest 1S equal to zero, and fixed price is set to the inside

mar ket m dpoi nt. ... 2. The nethod of claim11, further conprising:
tal | yi ng %ﬁﬁﬁﬁ%%?u%ymfnside mar ket submi ssions at a first
predeterm ned tine; and determ nipg if a_ m ni num punber of jnsid

mar kot submi sSNBAYMHRE HeBHTS d eV BgrKst bis 3 EtdenmAget AP etomiiTet

bi ds and i nside narket offers.
matched markets;

identifying which of the matched markets are tradeable, wherein a tradeable
matched market comprises an inside market bid that is greater than or equal to an inside
market offer;

determining an inside market midpoint based on a subset of the matched markets;

automatically trading said tradeable matched markets;

matching all market orders with one another to determine an open interest;

converting all inside market bids and inside market offers that do not form

tradeable matched markets into unmatched limit orders;
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3. The method of claim1, further conprising waiting until a mninmum
nunber of inside market subm ssions have been received prior to

mat chi ng i nside market bids and inside nmarket offers. 4. The
nmet hod of claim 1, wherein determ ning the inside market m dpoint
conpri ses: sorting matched nmarkets that are not tradeable in

order of spread, wherein each spread is the difference between the
i nside market bid and the inside market offer in a matched market;
and calculating a nean from a subset of non-tradeabl e matched
?ﬁ; i(ﬁfa? 2 gig?l 18&01&195 t1J1 gﬁﬁtintgggttefg%inst tg-xe unmat‘[%h%dngl% e{;? go @)frm%l r%tc%ejd
subm ssi on ne or nore of sald ternlnals and transmtting said
limt orddP QU%hISS|ons to the credit event authority, wherein said

limt order subm ssions_each conprises at |east one |limt offer at
| east one | i mi%etasmiping after the ot HIE e ORER [BRERt EBAVIEHIET £ PRPS ofthen
the limt bids and the |imt offers prior to matchi ng the open

i nt er est epgaiimeestrppaing nematelad; pidvi t or ders. 6. The nethod of
claim1l1l, wherein the step of matching inside nmarket bids and inside
mar ket of f er s setimgr & dewd price forsthet inaghed dimie onder Kiestsediods ther ampunt of
hi ghest to | owest and sorting inside market offers fromlowest to

hi ghest ; amehtched operpimtdresn genconingSpleenen iitthd iegladdhg dbpenl iowest isighsted ¢han
mar ket bids to | owest to highest inside market offers. 7. The

met hod of oraksii thanl zerdh @di€ifiked Peicsiseft of (Bl RGcrkdd Wak kied marcHed Smit
with one another to determ ne the open interest conprises:

mat chi ng @hd; (RRLKEE b Eﬁro?fep&othé fvibstbil rhnﬂﬁmé?etm gy ehfallﬂﬁkeop%ﬁ Mterest
all market offers is 1ess than the SUH]Of all market bids;

mat chi ng ; ?E%ufaméé% ahl %§ecpg1‘?ce lﬁEé{‘t Ems%r%f‘ket%{nﬁﬁaﬁtk'f t.he Sum of

all market S I's great an t e sumo et bids.
8. The net hod natchlnﬁglhe open i nterest against

R E A

tallying a number of inside market submissions at a first predetermined time; and

determining if a minimum number of inside market submissions have been
received prior to matching inside market bids and inside market offers.

3. The method of claim 1, further comprising waiting until a minimum number of
inside market submissions have been received prior to matching inside market bids and
inside market offers.

4. The method of claim 1, wherein determining the inside market midpoint
comprises:

sorting matched markets that are not tradeable in order of spread, wherein each

spread is the difference between the inside market bid and the inside market offer in a

matched market; and

28



mat ching the unmatched limt order that conprises the | owest inside
mar ket offer or the highest inside market bid to the open interest;
and mat chi ng the next remaining | owest inside nmarket offer or
hi ghest inside narket bid to the open interest until the full anount
of the open interest has been matched agai nst unmatched limt orders

totaling the sane size as the open interest. 9. The net hod of
claim1, wherein matching the open interest agai nst the unmatched
limt orders conprises: mat chi ng the unmatched limt order that

conprises the daﬁ:%%ﬁlg iag'tﬁéa@gflg] k@bsePb 1?5 -Qéde%]ﬁ P @RE S arkdiSbAEd BRAEL!

f
bid to the open intere mat chi ng the next renail ning
| owest 1 ngj et offer or highest inside market bid to the open
i nt erest nlé‘mq?[lsg%% of the unmatched limt orders of a relevant type

have been mat Zﬁ{]ﬁﬂ to t t&e open Ii terest. .. 10. The net hod of
claim1, wher el dIREEEIRCR] 1B 1oBeRes SAASUE agai nst the unnat ched
limt orders to formthe matcghed |imt order conprises: . )
mat ching the mﬁ%@aéapeﬁﬁftrﬁnﬁ Tigpigerrex %ﬁléfnwé@ﬁﬁr PREY 1PP1E of Spid dermingls ¢
mar ket offer or the highest inside market bid to the open interest;
and trapgmiting epid haiherder submassiong ép theweasit qverti ayghonits, ledrerayt sadq ligit
hi ghest inside narket bid to the open interest until the next
unnat chedrérsubmissidas edch chmprises @hkedsttooe tili affseor atritcast @stlimisbidi t hi n a
predet er mi ned percentage of the inside market m dpoint.
combining the unmatched limit orders with the limit bids and the limit offers prior
to matching the open interest against the unmatched limit orders.
6. The method of claim 1, wherein the step of matching inside market bids and
inside market offers comprises:
sorting inside market bids from highest to lowest and sorting inside market offers
from lowest to highest; and
pairing corresponding highest to lowest inside market bids to lowest to highest
inside market offers.
7. The method of claim 1, wherein the step of matching all market orders with one
another to determine the open interest comprises:
matching all market offers pro rata with market bids if the sum of all market
offers is less than the sum of all market bids; and
matching all market bids pro rata with market offers if the sum of all market
offers is greater than the sum of all market bids.

8. The method of claim 1, wherein matching the open interest against the

unmatched limit orders comprises:

29



matching the unmatched limit order that comprises the lowest inside market offer
or the highest inside market bid to the open interest; and

matching the next remaining lowest inside market offer or highest inside market
bid to the open interest until the full amount of the open interest has been matched against
unmatched limit orders totaling the same size as the open interest.

9. The method of claim 1, wherein matching the open interest against the
unmatched limit orders comprises:

matching the unmatched [imit order that comprises the lowest inside market offer
or the highest inside market bid to the open interest; and

matching the next remaining lowest inside market offer or highest inside market
bid to the open interest until all of the unmatched limit orders of a relevant type have
been matched to the open interest.

10. The method of claim 1, wherein matching the open interest against the
unmatched limit orders to form the matched limit order comprises:

matching the unmatched limit order that comprises the lowest inside market offer
or the highest inside market bid to the open interest; and

matching the next remaining lowest inside market offer or highest inside market
bid to the open interest until the next unmatched limit order to be matched to the open

interest is within a predetermined percentage of the inside market midpoint.
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