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Disclaimer
This paper discusses the general practice of establishing a Central Counterparty in various countries.
In particular it reflects the following steps of creating a CCP specifically in Ukraine, such as set-up,
functionality, testing, launching. The report takes into account Ukrainian context. It is based on a
variety of assumptions outlined below. It reflects the steps and pre-conditions to those steps as
experienced in other countries. Furthermore, such staged approach of creating a CCP is fully
compliant with international standards – PFMI IOSCO. The actual expediency of building a CCP in
Ukraine will be determined by other studies, market participants and various other stakeholders.
Main business processes and functions of a CCP, described in this report, will lie in the foundation of
an assessment study of NEXT-UA, which will also outline cost-benefit analysis and potential
financials of a CCP in Ukraine.
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Executive Summary
The study presents the programme initiation and management requirements to establish
the target operating model for NewCo Central Counterparty (CCP). It estimates that it would
take 18 months - two years to establish a new clearing operation and the attendant
supporting functions for a CCP. However, there are pivotal risks that could impact project
delivery and the business case, which need to be evaluated, mitigated and accepted, before
making any decision. NewCo, the entity which will manage NewCo CCP can control many of
these risks, but some market risks lie outside its direct control. These key conclusions are
described below.
A Central Counterparty for the Ukraine would require six core capabilities to be established.
These are:
1. Risk Management
2. Clearing and Settlement
3. Financial Management
4. Treasury Management
5. Legal & Compliance
6. Membership & Administration
These capabilities are the foundations of a Central Counterparty as defined in The Principles
for Financial Market Infrastructures as published by the Bank for International Settlements1.


Six new systems would be required to underpin NewCo CCP and whilst a ‘buy’ rather
than ‘build’ approach is recommended and feasible, two of the systems are complex
(clearing and settlement and risk management) with a limited number of proven
solutions. Any package solutions would, therefore, need accurate specification and
may need a measure of customization to meet the requirements of the Ukrainian
market.



Assuming that there are some resource synergies in the establishment of NewCo
CCP entity, experience suggests that NewCo CCP will require 30 – 40 staff. Office
space would need to be secured to house around 40 people at launch2.

It is estimated that a transition to a fully functioning multi asset CCP prioritizing the
electricity market would take 18 months to 2 years, following a firm decision to proceed.
The key objectives for successful delivery of the benefits of NewCo CCP are:
 Gaining full involvement and co-operation from the membership
 Gaining regulatory approval
 Ensuring business led change through early recruitment of clearing, risk and post
trade specialists that can shape the transition and validate the operational and
technology capability.
1

Principles for Financial Market Infrastructures (bis.org)
Full Organizational Design remains a work in progress and these numbers lack validation but provide some
initial guidance. Appendix A provides a very brief overview.
2

4

The project should be split into three stages; each separated with explicit Go/No-Go
decision points:
Stage 1 – Initiation (3 months) Project planning, key hires of critical staff, ecosystem
blueprints (data strategy, technical architecture), requirements definition, initial technology
assessments
Stage 2 – Design, Build, Test, (16 months), Setup of new operation and processes,
procurement/build of systems and facilities, integration and testing of systems,
Stage 3 – Deploy and Transition (2 months) Transition to new operation.
The estimated project duration for NewCo CCP is longer than other similar initiatives
reflecting NewCo CCP’s start point in terms of operations, organization and systems. There
are a number of pivotal risks that must be evaluated before deciding whether or not it is
feasible to establish a clearing operation with the resources (financial and human) available
and to deliver the projected benefits.
These break down into two types:
1. Project Delivery Risk, and
2. Market Risk
Project delivery risks, for which mitigating strategies can be developed:
 Risks associated with establishing an independent clearing operation (NewCo)
 NewCo would need to attract and retain a number of experienced clearing
professionals, however, the available pool of people with clearing expertise in
Ukraine is limited
 Two of the required core systems are complex. Any package solutions will need
accurate specification and will need customization to meet the transitioning
market’s requirements. This complexity, together with the requirement to integrate
and test the set of new applications represents a significant factor in the
implementation timeline
 NewCo would need to ensure that a critical mass of prospective Clearing Members is
fully onboard and committed to use a CCP. Any move to a clearing house would
require active commitment from prospective Clearing Members. Without this
commitment the probability of failure increases significantly
 This would be the largest financial market infrastructure project that Ukraine Plc. has
ever undertaken. It will stretch the capabilities to define and implement new
business processes, implement new technology and build the required operational
teams, whilst in parallel, ensuring current market activity is not impacted
 Risk associated with the implementation of any necessary legislation to support the
enforcement of NewCo’s Rules and Procedures which define NewCo CCP’s operating
model including the legal rights, responsibilities and roles of all stakeholders
Market risks, which are outside the direct control of NewCo. These fall into two categories:
1 Parameters which impact the Business Case:
 The business case must be accepted and approved by the appropriate authorities.
5



Lack of direct support from State/Government

2 Risks associated with Regulatory Requirements:
 Any changes to clearing related regulation could cause considerable re-work in
processes and systems and delay benefits delivery
 Any delay in implementing secondary legislation to support Law 738 would risk the
programme and cause delay
 The process and timeline for obtaining regulatory approval is not currently defined
and finalized and the programme remains at risk to the lack of clarity around
regulatory approval and independence.
Next Steps
When the decision is taken to proceed to build an independent clearing operation (CCP) for
Ukraine, the following next steps are recommended:















Establish and fund NewCo Entity
Engage all key Stakeholders and initiate a Communications Plan
Identify a Senior Business lead as Programme Sponsor
Hire key Risk, Business and IT Personnel and a Programme Director
Identify and build internal project team and identify key staff for suggested roles
Develop a High-Level Programme Plan – identifying the critical path
Initiate Design Phase and attendant outputs
Develop Ecosystem Blueprints - finalize solution boundaries and integration points
Initiate Business Process Mapping documentation
Initiate System Architecture documentation
Confirm Post-Trade Solution Suppliers
Engage NBU and commercial banks re CCP payment system
Complete a Formal Risk Assessment
Agree Governance Structure for Program
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1. Developing and Enhancing Capital and Commodity Markets
The proposed program to develop and implement a multi asset Central Counterparty (CCP)
supports the implementation of reforms to;



improve the legal and regulatory structures for financial market development in line
with global standards, and
increase the supply and demand of financial instruments.

The development of an operating model for a fully functioning CCP in the Ukraine and a
roadmap for implementing such a model, should not be taken in isolation. Although this
document focuses on the development of a fully functioning multi asset CCP, it must be
considered as part of an overall programme of work which by its nature must include:
a) measures to amend legislation and regulations toward an integrated capital market3,
b) measures to amend and potentially rationalize and streamline prudential roles and
responsibilities,
c) measures to create a NewCo entity to operate and manage the CCP, with an
appropriate Corporate Governance structure, and
d) measures to enhance the regulatory capacity of a newly-established CCP built to
international standards.
A fully functioning CCP will address some of the binding constraints of a shallow and illiquid
market and improve the (cost-) efficiency of market infrastructures across asset classes,
however it is only one part of an overall capital market development strategy to enhance
the capital market’s contribution to meeting the increasing financing requirements of a
growing economy. A holistic representation of the future financial market’s regulatory
architecture for Ukraine – including a long-term national capital markets development
strategy and implementation plan/roadmap is recommended.
Given the close linkages of the different components of the financial system and holistic
approach being pursued - synchronized recommendations on inter-related issues such as
the regulatory environment, market infrastructure support, intermediary industry and
investor base—to deliver a consistent and integral approach to capital market development
is recommended.
A key component underpinning the decision to deliver a multi asset CCP to the market must
be the ongoing global regulatory developments across the financial markets. Regulators and
Supervisory Authorities have recognized the importance of core market infrastructure,
including CCPs, in providing stability and “fire breaks” in the financial system during times of
crisis.

3

All references to Capital Market, includes by implication, Commodity Markets.
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Global authorities have legislated in an effort to reform, standardize and secure the financial
markets. This includes4:
 Mandating the use of CCPs for OTC products
 Adopting detailed technical standards for the operation and risk assessment of CCPs
 Adopting strict standards for authorization and ongoing operations of CCPs
 Widening oversight and territorial coverage of regulatory powers.
Benefits of a CCP to the Ukrainian Market





Access to a wider range of market participants resulting in greater liquidity and
better pricing
Eliminates need to manage and monitor counterparty risk, including credit
downgrades
Total transaction cost, including default risk, is often lower than bilateral
transactions that are not cleared
Clearing allows netting of positions across the portfolio, freeing capital that may be
tied up

The introduction of a CCP is Ukraine is seen as an appropriate step to assisting in developing
the Capital and Commodity Markets in Ukraine in accordance with the strategies espoused
by both the NBU and the NSSMC, however, it is clear that many market participants have
not had the benefit of operating in a CCP environment. A significant education and training
strategy will need to be developed to assist the market in understanding the risks they
currently face in the market and the ways in which a CCP can mitigate those risks.
Central Counterparties today, built in line with regulatory standards, significantly reduce
systemic risk and enhance the financial markets in several ways. CCPs serve the financial
system in a unique way, through becoming a transparent, independent risk manager. They
prevent the excessive bilateral build-up of risk and a centrally cleared market reduces the
interconnectedness of market participants. The CCP becomes the seller to every buyer and
the buyer to every seller. CCPs serve as loss absorbers – they are required to have multiple
defense mechanisms to address the default of a counterparty and in this way, they mitigate
the impact of a defaulting counterparty and protect the market against shocks that could
otherwise have significant impacts in a market with insufficient collateralization.
In light of the highly regulated nature of a CCP, CCPs must reach exacting standards in order
to operate.
These include:
 defined governance structures,
 prudent risk management standards,
 defined operational capabilities, and
 access to liquidity arrangements.

4

Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC
derivatives, central counterparties and trade repositories Text with EEA relevance (europa.eu)
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In parallel, CCPs serve as a trusted, stable counterparty by providing transparency to users
and stakeholders. As part of the regulatory requirements, CCPs must be equipped to
respond to unforeseen events and have a number of tools and mechanisms in place that
enable the recovery of a viable CCP. Recovery and resolution plans enable a CCP to manage
unforeseen events and mitigate their impact, uncertainty and potential severity. The use of
a well-designed CCP creates a resilient and secure market structure, suited to manage risk in
a controlled and effective manner.
The introduction of a CCP on the Ukrainian market will:













Streamline and modernize Post Trade systems to attain competitiveness
Holistic upgrade for Ukraine’s post-trade infrastructure
Enhances Ukraine Plc’s offering throughout the post trade value chain
Enhances capital efficiencies for the market
Significantly improve risk management capabilities
Creates an agility to launch new products and services
Improves efficiency and resilience
Introduces process automation and improvements
Provides cost and risk reduction
Introduces compliance with international regulations
Prepares Ukraine and its Capital and Commodity Markets for the future
Responds to an increasingly global regulatory environment

Purpose of this Document
The purpose of this document is to:





Define a comprehensive CCP programme of work
Provide USAID (and post project approval, a Supervisory Board (Board of Directors)
and Programme Board) with a reference point for the overall aims of the programme
Provide a baseline against which the Board of NewCo, the Supervisory Board and
Accountable Executives can assess progress and manage the on-going viability of the
programme
Provide a reference guide to the programme team on programme objectives,
governance and risks

Background
Any decision to implement a CCP is driven by several strategic considerations:



Regulatory Environment - globally continues to emphasize the importance of
effective clearing, and regulators increasingly recognize the role of clearing houses in
ensuring market and systemic stability
Regulatory & Legal Mandates - impacting OTC and Exchange activity is creating
commercial opportunities with respect to reporting obligations and the driving of
activity onto exchanges and into centralized clearing
9










Risk Reduction - CCPs reduce certain risks, most notably the counterparty risk and
the operational risk by offering multilateral netting and by taking over and
guaranteeing the transactions. Multilateral netting creates smaller open positions for
parties, thus reducing the overall counterparty risk. The CCP’s guarantee is valuable
for participants as the CCP is often more secure than an individual counterparty,
which further reduces the counterparty risk
Cost Savings - the most important cost saving realized for a Clearing Member is
through the application of multilateral netting, which results in lower risk. The lower
risk means that the Clearing Member is required to maintain less collateral with the
CCP. Multilateral netting leads to a substantial reduction (sometimes more than
90%) of the number of transactions to be settled, so that market participants achieve
a correspondingly large saving on the settlement costs. Furthermore, the guarantee
of a CCP makes the risk management of trading parties more efficient. The CCP’s
position as central counterparty improves the traders’ insight into the risk they run
vis-à-vis their counterparties: they only need to monitor the creditworthiness and
risk profile of the CCP.
Reduction of Operational Risk - the risk management of a trading party becomes
considerably less complex and therefore cheaper.
Increase in Market Liquidity - a CCP offers traders an opportunity to trade more,
thus boosting the liquidity in the market as the CCP is the counterparty and netted
open positions versus multiple bilateral open positions enables a trader to effect
many more transactions within its trading limit
Anonymity - as the CCP becomes the counterparty of both trading participants,
trading participants remain anonymous to their counterparty on Exchange and as a
result the risk of a counterparty’s creditworthiness is diminished if not irradicated.

Regulatory Supervision and Approval
The implementation of a CCP requires the appropriate legal, regulatory, operations,
compliance, risk and treasury management infrastructure and default management with
skin in the game from the CCP, amongst other supporting structures.
The legal aspects must be addressed in the secondary legislation and all legal enforceability
of NewCo CCP’s Rules and Procedures in place in Ukraine.
A supervisory regime for CCPs also needs to be in place - a defined regime which sets out
how a CCP must operate and that supervisory body must review the CCP regularly and
ensure that all aspects of the CCP meet the supervisory requirements.
This is where the PFMI are particularly helpful as they indicate all the aspects a CCP must
adhere to in order to provide a secure, safe and resilient service to the market. Most
supervisory regimes take a lead from the PFMI in documenting the necessary requirements
for a CCP and managing a CCP to those standards5.

5

A Guide to Adhering to the PFMI – B Kennedy March 2021
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Programme Key Risks
A number of key risks have been identified and will need to be actively managed throughout
the life of the CCP Programme. Preconditions, including risks to the development of a CCP
include the following;
a) National legislation must support novation of trades to the CCP (or the use of an
alternative mechanism such as open offer), provide for the legal validity of netting
and protect the collateral and default fund resources held by the CCP in the event of
the liquidation of a clearing member.
b) Bank capital regulations should recognize the concept of a Qualifying Central
Counterparty (QCCP), meaning an entity licensed to operate as a CCP for a given
class of products. Bank exposures to a QCCP may benefit from lower capital
weighting.
c) The relevant regulator must have in place appropriate regulations to authorize and
monitor the CCP.
d) The CCP needs its own (enforceable) legal documentation in the form of a Rulebook,
Membership Agreements, security deeds, banking arrangements etc.
e) There must be brokerage firms and banks that have the financial and operational
capability to act as Clearing Members, taking on their obligations to the CCP on
behalf of their clients and suitable firms that can assist the CCP default management
process in the event of a default.
f) There must be suitably qualified and experienced people available (in the local
market) to take on risk management roles in the CCP, the regulator and Clearing
Members.
g) Reliable price data must be available for use in risk models, based on actual trading
in liquid markets.
h) The CCP needs adequate financial resources of its own in the form of capital as a
backstop to resources provided by Clearing Members and must have access to
liquidity as per the PFMIs. It should have access to the central bank in order to hold
cash as a risk-free asset, and
i) The CCP needs appropriate software systems and reliable networks to process
trades, manage positions and calculate, collect and hold collateral.
Structure of this Document
This document will cover the following:






Programme Scope and Definition - explaining the purpose and scope of the
programme, along with the outputs and benefits
Target Post Trade Operating Model and supporting Target Entity model - explaining
the target interconnected Post Trade infrastructure, the organizational structure for
the programme, how the programme can be delivered, including the tangible
benefits
Programme Plan and Programme Delivery - explaining how and when the activities
of the programme should occur
Rollout Strategy – identifying options for rollout
11



Assessment of Key Risks, Mitigations and the Risk Management Process



Communications Plan - explaining the stakeholder groups with which the
programme should communicate and the initial strategy for communicating with
these stakeholders



Programme Governance, Quality and Controls - explaining how the programme
should be managed, how quality can be achieved, and what programme controls can
be used
Corporate Governance – identifying key aspects of corporate governance structure
appropriate to a regulated CCP reflecting international standards requirements.
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2. Programme Scope and Definition
This section summarizes the scope and definition of the NewCo CCP programme, including
the realization of benefits.
The scope of this programme of work is to provide USAID with a comprehensive plan to
deliver a multi asset CCP conforming to international standards, to support the
development of Ukrainian capital markets. An overarching driver to the programme is to
significantly improve the security, certainty, functionality and reliability of the post trade
service offering to participants in the Ukrainian financial market.
The programme aims to provide NewCo CCP with the capability to operate under the
following key principles:
Risk and Control Orientated
• Deliver a stable and resilient CCP risk management service
• Respond appropriately to all regulatory and supervisory requirements
• Provide appropriate disclosure of risk to stakeholders, balancing the needs of the Trading
Platforms, Clearing Members, Shareholders and Regulators
Robust and Resilient
• Easily scale the NewCo service to meet increases in business activity
• Rapidly expand product and service capabilities in support of new business development
activity
• Flexibly respond to change requests from the market, regulators and Clearing Members
A Client Focused Organization
• Recognizing trading platforms, venues, TSOs and its clearing participants as customers
• Working with trading platforms, TSOs and the market to proactively influence regulatory
and legislative policy to reduce costs and risk to platforms, TSOs and Clearing Members
• Continually improve the NewCo service offering to its customers
Programme Benefits
The Programme will deliver several benefits:
a) reduce the counterparty credit risks that financial market participants face when
they enter into transactions
b) contribute to improving efficiency in the Ukrainian financial markets by providing
multilateral netting of trades, and
c) facilitate anonymous trading assisting in the growth and stability of a secure, safe
and resilient capital market.
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Further, development of a secure, resilient and safe CCP will provide:
a) Control over business development and delivery of new products for the Ukrainian
market
b) Allow Ukraine to strengthen the service offerings and extend the range of asset
classes and services
c) Provide a safe, secure, regulated financial environment for domestic and foreign
investors alike
d) Provide the Ukraine with flexibility to better respond to changes in the global
regulatory environment in terms of compliance and business opportunities
e) Improve control over the risk envelope for the Financial Markets Infrastructure
f) Increase control over the value chain and the all-in cost of execution and clearing
g) Provide an opportunity to enhance end-to-end processing and raise levels of service
delivery to Clearing Members, and
h) Internalize clearing revenue currently paid away to third parties in the value chain
An important driver of the programme is strategic. However, a necessary condition of a
robust and resilient operation is that the clearing house should be financially viable.
Additionally, the changing regulatory and economic environment creates commercial
opportunities for the clearing house to add strategic and financial value, whilst
recognizing and actively managing an appropriate balance of commercial and risk
management mandates.
Programme Scope
The following section identifies the scope of the programme.
In scope for the initial launch of NewCo CCP:

6
7



Build a fully functioning multi asset clearing house, for clearing electricity contracts
initially6, by establishing the functions and supporting processes (people, technology
and premises) for the clearing and settlement, risk management, treasury and
payment functionality of existing and future electricity contracts, including the ability
to scale up to providing a multi asset CCP solution, conforming with the final,
approved CCP Target Operating Model7



Obtain regulatory authorization by the Supervisors under the agreed legislative
regime



Establish a specific entity for the purposes of building and managing the new CCP,
‘NewCo”



Transition all participants from current arrangements to NewCo CCPs new clearing
service



Provide appropriate data feeds to Regulators (or approved Trade Repository)
fulfilling all reporting obligations for NewCo CCP and/or Clearing Members

Spot market followed by Forwards/Futures.
As the model is defined and approved by the appropriate Supervisory authorities.
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Programme Outcomes
A Target Outcome based delivery approach should be developed to ensure the programme
delivers a fully operational and regulatory approved CCP for the Ukraine, with Clearing
Members operational and active on the new service, without introducing market risk or
disruption to market operations.
The programme plan should be developed around explicit delivery of these outcomes
allowing each activity to be tracked, documented and completed.
Recommended Target Outcomes and Sub-Outcomes
1.

NewCo Business Model Sustainable
a. Business strategy defined
b. Business objectives achieved on go live
c. Regular reviews of market conditions and financial performance against
targets established
d. Regular reviews of financial targets and overall business strategy established
e. Continuous improvement programme implemented

2.

Existing ‘clearing’ processes eliminated
a. Starting point with Exchange(s)/Venues and TSO understood
b. Desired changes understood and agreed with Exchange(s)/Venues and TSO
c. The new clearing service that will interact with the Exchange(s) Venues and
TSO is agreed
d. The Exchange(s) Venues and TSO implement the new service interaction
model
e. No service impact during the Exchange(s) Venues and TSO preparation for
NewCo Clearing service

3.

Exchange/Venue participants are using NewCo clearing service with the minimum,
but clearly defined, disruption
a. Members understand and value the benefits of NewCo
b. NewCo understands and effectively supports the needs of Members for their
transition
c. Members know what they need to prepare for NewCo launch
d. Members input all changes required for NewCo
e. Members demonstrate their ability to operate in NewCo

4.

New Clearing Processes and Risk Methodologies proven
a. The new clearing process is documented and agreed
b. NewCo Members understand the new processes
c. The Clearing procedures are documented and agreed
d. The operational staff are capable of performing their roles in the new
clearing, risk and treasury processes.
e. The new clearing process is successfully tested
f. All Members/counterparties credit assessed and rated
15

g. Margin, liquidity and investment parameters/limits approved according to
policy and methodology
h. Disclosure of key risk management policies to Members
i. Default management arrangements agreed
j. Back testing successfully completed
5.

External Services Proven
a. Secure payment system in place
b. Cash concentration agents in place and approved
c. Custodian (global?) in place
d. Proven ability to make and receive agreed message standards
e. Ability to manage investment (if necessary) in place
f. Member support model drafted and in place
g. Contracts in place with third party suppliers to support NewCo

6.

Regulatory Approval Gained without delay to service launch
a. Regulators are positively engaged with the Programme
b. The path to regulatory approval is understood
c. The relevant regulations are in law and understood by NewCo
d. There is confidence and evidence of progress towards authorization
e. A high-quality authorization application is submitted to the Regulators
f. The authorization process after submission is understood by NewCo

7.

NewCo Compliance Function Built
a. Compliance policies are in place, implemented and understood
b. Compliance programme defined and implemented across NewCo
c. Compliance programme is actively monitored.

8.

Technology Systems Fully Tested and Integrated
a. Technology infrastructure in place
b. Clearing, settlement and risk systems in place
c. Exchange(s) /Venues and TSO services integrated
d. Configuration and change managements processes documented,
implemented and tested

9.

Continuity Events Handled
a. Establish NewCo’s Business Continuity Policy
b. Satisfy Regulators that Business Continuity (BC) will be in place before ‘go
live’
c. Ensure BC is efficiently organized withing NewCo’s Operational Risk
Management Framework
d. Ensure BC understood by members and promote market wide BC plans
e. Understand threats and risks to NewCo and detail agreed response
f. Have detailed monitoring and reporting schedules as agreed within the
operational Risk Framework

10.

Facilities Proven
16

a.
b.
c.
d.

Office facilities functional
Data centers operational
Disaster recovery site operational
Home working (remote) facilities are in place and operational

11.

NewCo Viewed Positively by the Market
a. Members have a clear view of Programme impact
b. Project milestones met
c. Members have full transparency of NewCo Rules and Procedures
d. Handling of default, proven through Member fire drills
e. Members find NewCo systems easy to use and reliable

12.

Governance Structures and Staffing in Place
a. Organizational design is understood.
b. NewCo is a legal entity, fully incorporated as a CCP per applicable law
c. Board and Committees populated and operational
d. All staffing in place
e. All policies – from Risk through to HR approved by appropriate Committees
and Boards per applicable law.

In order to achieve the Business Outcomes a detailed project plan with defined workstreams
will need to be put in place. A high-level representation of the various work packages to
deliver the programme is illustrated below.
Work Stream Illustration
Work Streams

Timeline from start of programme to completion: Key Tasks

Design Study
Technology

2-month design study with short list/ or preferred vendor(s)
RFP issued, selection approved, integration points identified and specified, build,
test, implement
RFP issued, selection approved, build, test, implement
Business Process model designed and agreed with vendor for build phase – all
integration points identified and business process flow mapped
Define participant working group(s) – agree ToR and schedule frequent
meetings/updates
Engage with Regulators to agree, define and draft regulatory ‘approval’
documentation requirements and draft NewCo CCP Rules & Procedures
Risk management framework, policies and risk models, risk working group
Define shared services – IT, prices etc. with Exchanges / Venues/ TSO etc.
Organization design, skill and expertise requirements identified; recruitment plan
agreed
Financing options identified and agreed
Stakeholder identification and communications plan defined and agreed.
Identify Assurance requirements and entity/individual to provide appropriate QA
function
Define, draft and manage Programme Plan identifying all workstreams and key
activities

Treasury Provider(s)
Business Process Model
Member Engagement
Supervisory & Legal
Risk Policies & Model(s)
Shared Services
Org & Recruitment
Business Mgt
Stakeholder Mgt
Design Assurance
Project Mgt
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3. Target State Operating Model
There are three aspects to the Target State Operating Model, which together form the
entire CCP Operating Model:




The End-to-End Ecosystem, including trading venues and TSO
The Post Trade Ecosystem, focused exclusively on all post trade actors, and
The Organization Operating Model focused on the people, systems and
organizational enablers necessary to support the business.

Bringing all of this together creates the entire Target Operating Model.
TOM – End to End Ecosystem
The figure below highlights the key actors across the FMI space and identifies the high-level
key integrations/interconnectedness between the actors.

Exchange/Venues
Exchange A

Exchange B

Exchange C

Market
Data /
Prices
Clearing &
Settlement

Deliveries

VaR
SPAN

Indirect
Clearing
Member
(clients)

CSD

RTGS

Trade
Repository

Clearing
Member

TSO

NewCo CCP

Finance
Management

Risk
Management

Cash
Managemen

Collateral
Management

General Ledger

Settlement &
Concentration
Banks
Custodians &
ICSD
Treasury
Provider

18

TOM - Post Trade Ecosystem
The figure below highlights the key actors across the post trade space and identifies the
high-level business module.

Opportunities to Deliver Greater Post-Trade Efficiency
The envisaged infrastructure development provides unique opportunities to create more
value for both external and internal users within, or contiguous to, the post-trade value
chain. By creating a legal and regulatory foundation for FMIs, NewCo CCP will be able to
provide:




Efficiencies of scale
Reduction of risk
Cost savings through STP and standardization

A number of immediate efficiencies and cost reduction opportunities become available,
including but not limited to:





Providing common reference and transaction data (“golden source”) on Ukraine’s
markets in an accessible and customizable format – allowing streamlined internal,
external, and regulatory reporting.
Revised data management and storage, facilitating improved monitoring and
workflow.
Offering a set of comprehensive standardized workflows and services,
Provision of a flexible, cross-asset account structure and data model that enables the
support participants with various account structures — horizontally across
CCP/product type and vertically, providing layers of accounts and sub-account
flexibility down to the individual client level where necessary or desirable.
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Support of client clearing (third-party clearing) and allowing trading participants to
appoint multiple clearing participants to act as its clearing agent
Allows new products, participants, membership categories, and account structures
to be added or changed.
Puts in place client-asset segregation and portability arrangements that meet both
regulatory and operational requirements
Delivers a common payments management process that consolidates all obligations
required for system activities and tracks payment and instruction status with respect
to all obligations. Payments are communicated from different processes — margin
calls, settlement, billing, etc., creating an obligation which can be eligible for
aggregation processes and allows more streamlined payments management that
increases operational and funding efficiency
Supporting an enterprise-wide collateral pool that enables participants to optimize
and control collateral allocation based on their unique funding strategies in order to
maximize balance sheet usage, reducing counterparty exposure and possibility of
being over/under collateralized. The introduction of an automated process increases
efficiency and reduces errors.

TOM – Organization Operating Model
The Target State Operating Model will support the vision expressed in the MOUs of being a
responsible, safe, secure and regulated marketplace and will drive the delivery of a new
market infrastructure. Defining a Target State Operating Model, requires an Organizational
Model - the entity, resources and technology enablers to support the business model.
In order to develop a robust understanding of the structural supporting requirements for
NewCo CCP, an Organization Operating Model has been developed based on the approach
below8.
The model comprises four key components:
Capabilities and Business Processes: This defines the core clearing capabilities that NewCo
CCP will need to deliver and how these can be delivered through a number of supporting
business processes - See Post Trade Business Requirements Document B Kennedy March
2021
People and Organization Enablers: This defines the type and approximate number of
permanent resources that are needed to support NewCo CCP capabilities. It also defines
many of the processes these resources would manage and how they could be grouped into
business functions – See Organizational Design Document B Kennedy March 2021
Technology and System Enablers: This defines the types of core clearing systems and
regular business systems needed to support NewCo CCP. Specific functional and nonfunctional business requirements will need to be drafted and costs obtained from potential
vendors for the hardware, infrastructure and technology support costs underpinning an
8

Extracts have been provided in Appendix A of this document for the sole purpose of sharing information
early. Organizational Design document remains a work in progress.
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ongoing NewCo CCP organization – See RFP Clearing System for a Clearing Institution O
Kuzin 2020 and Post Trade Business Requirements Document B Kennedy March 2021
Physical Infrastructure Enablers: This defines the requirements for office facilities needed
to support the NewCo CCP organization - To be completed following further analysis if the
NewCo CCP Programme is initiated.
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4. Programme Plan and Product Delivery
This section explains how NewCo CCP can achieve its programme objectives. It defines the
assumptions, dependencies and high-level plan to deliver the programme, along with the
corresponding deliverables for each stage.

Assumptions
A number of key assumptions underpin the programme, as listed below.


Financial
o Financial market conditions at launch must approximate the assumptions
made in the business case



Programme Management
o A PRINCE2-like staged approach to programme management should be
adopted due to the complexity of the programme. A staged approach
typically provides a high level of certainty over the current stage, with the
subsequent stages becoming more certain as they are approached. As per
standard project practice, where the programme is requested to deliver
additional scope then this should be impact assessed with regard to both
time and cost. Funding of any additional costs will need to be considered and
separately funded if appropriate.



Regulatory
o Regulatory approval through a defined authorization is assumed to occur at
least 4 months prior to launch.
o Regulators will have sufficient resources to review the application within the
agreed timetable.
o All regulatory requirements are deemed to be known pre project approval.



Organization and Resources
o All internal and external resources needed to support NewCo CCP itself in
delivering the programme successfully are available and can meet the
required timescales.
o External parties (e.g., Venues/Exchanges/TSO, trading & clearing members,
settlement banks, regulators, NBU) are capable and willing to complete the
necessary programme of work within the required timescales
o Clearing Members - Early and high level of engagement with Information
System Vendors (ISVs) will allow them to mobilize for a start on development.
o Clearing Members that perform all development internally will be treated as
ISVs for scheduling purposes
o Wherever possible NewCo CCP will seek to deliver external interfaces and
functionality early
o Dedicated test environments will be provided as early as possible to assist
Member readiness and will be run to production levels of support
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o “Early adopters” of the new technology services which mutually benefits
NewCo CCP and Clearing Members will be encouraged


Business Functions
o Functional boundaries will be defined between NewCo CCP and all external
parties prior to development and implementation
o Methodologies for Risk margining will be established and tested early. This
also applies to the Risk Waterfall and Default Fund structure



Legal
o All legal work required to deliver the programme is possible in the timescales



Migration / Go Live
o A dedicated Member testing phase will be run prior to the actual launch
o Dress Rehearsals will be conducted to minimize risk, initially internal but then
extended to include Members.
o Sufficient cooperation will be available from ecosystem partners – NBU,
Settlement Banks, Concentration Banks, Treasury Providers



Technology
o Third party solution vendors can provide an integrated clearing service within
the timescale and costs assumed in the business case
o The Use Cases for the Clearing and Risk solutions will be written by the
successful vendor(s) according to NewCo’s requirements. The remainder of
functional specifications will be written by NewCo staff in consultation with
impacted parties as appropriate (Exchange/Venue/TSO)
o Iterative development cycle to allow visibility of software early.
o Functional testing will be performed by NewCo test team and business users
(ensures early business view on functionality)
o A change freeze should be imposed by Venue/Exchange/TSO for 3 months
prior to NewCo CCP go live

Dependencies
The key dependencies of the programme are as follows;






NewCo Entity: Establish NewCo Entity to initiate the CCP Programme
Regulatory: NewCo CCP will need to achieve regulatory approval prior to go live. This
will include dependencies on the Approved Regulator to assess the application on
time and deem the application complete approximately 3 months before target ’go
live’ date. Sufficient resource and expertise must be available at the Regulator.
Market Participants: NewCo CCP will only become the designated clearing house
when it has achieved regulatory approval and Clearing Members have migrated to
the new service
Market economic conditions: Market conditions (e.g., interest rates and trade
volumes) influence the business case for NewCo CCP, including the return on
investment
23

Delivery Principles
This section defines the principles by which the programme will deliver the desired
outcomes.
These are:









Effectively manage changes to the existing post trade services: The programme to
deliver Newco CCP will design and build a new clearing house, which will be based
on international standards. All changes will be proactively managed to reduce
transition risk for members and the programme
Retain knowledge and build competence and capability within NewCo CCP: The
programme should identify and hire key business and risk individuals at the outset to
drive the programme. Local expertise should be procured in parallel, supported by
an extensive training programme to upskill in CCP operations and management.
Procure technology rather than build it in-house: The intention is to procure a set of
solutions from one or multiple suppliers rather than to build clearing technology inhouse. The build option offers relevant advantages. Purchasing clearing specific
solutions from established vendors, that have proven track records, will be the
fastest and the lowest risk approach to implementing the NewCo CCP systems. Each
solution will need to be customized and integrated into an end-to-end clearing
service.
No disruption caused by NewCo CCP to BAU market operation during delivery.
Proven deployment plan: The programme will minimize risk through rigorous
preparation and testing.

Programme Management Methodology
It is recommended that the programme adopts a tailored version of the best practice
PRINCE2 project management methodology. A key feature of PRINCE2 is the use of ‘stage
boundaries’ to delineate between different phases of activity, with the deliverables in any
stage typically being dependent upon the deliverables in previous stages. Funding is aligned
to stages and approved per stage.
Taking a staged approach to planning typically provides a high level of certainty over the
current stage, with the subsequent stages becoming more certain as they are approached.
This is due to the information dependencies between a stage and the one preceding it (for
example, the duration required to reach signed contracts with technology vendors is
dependent upon the technology scope that is defined in a previous stage).
A central principle of PRINCE2 is that the finances and benefits specified in the business case
determine the viability of the programme at any point, and the business case should be
updated at regular intervals to ensure that the programme’s strategic and financial goals
remain achievable.
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Planning Approach
Planning a transformation programme of this significance requires some detailed planning
at the outset which needs to inform the overall programme delivery. Planning can be
broken down into a number of key areas:



High level Stage Plan which highlights the core 5 stages of the programme and their
key components.
High level Programme Plan which represents the end-to-end timeline and key tasks –
the critical path should be identified following a deeper dive into the Programme
Plan

High-Level Stage Plan
An example of a staged approach is illustrated below, along with the relevant stage
boundaries.
Stage 1

Stage 2

Stage 3

Stage 4

Stage 5

Requirements and
Provider Selection

Design & Contract

Build the Clearing
Operation

Prove the Clearing
Operation

Deploy

• Define Business
Requirements

• Low level technology
design

• Define clearing
operating procedures

• Test and finalise
business processes

• Launch the operation

• Select Technology
suppliers

• Recruit operational staff

• Define service support
model

• Test the CCP service
technology

• Support clearing
members in their
testing

• Executive recruitment

• Build the technology
solution

• Finalise clearing
agreements

• Members join new
clearing service

• Finalise technology
contracts

• Draft Rule book and
default procedures

• Finalise payment and
concentration bank
agreements

• Functional specification

• Deliver the
infrastructure to
support the clearing
service

• Test strategy
• Secure key business and
risk hires
• Engage regulators to
scope the recognition
process
• Organisational design
• Draft risk approach and
secure resources to
model default fund and
margining

• Select Treasury Services
Providers

• Define launch strategy

• Test the fully integrated
clearing service
• Receive regulatory
approval

With regard to the programme plan it is possible that any particular stage boundary will
move forwards or backwards as detailed planning is conducted. Movement between stages
is typical with PRINCE2 planning, and can be performed without incurring any delay to the
overall programme plan.
High Level Programme View
One of the first key pieces of work required of the Programme Team, will be the
development of a high-level programme plan to deliver NewCo CCP. The critical path should
be structured to facilitate clear identification of the main threads of delivery of the
programme.
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Illustrative (but realistic) High Level CCP Programme View
2021
Q2 &3

Q4

2022
Q1

Op model design
& requirements

Build New
Clearing
Operation

Vendor

IT build & delivery
Choose Treasury providers

Draft rulebook & proc
Engage Regulators

Engage Legal firm
Engage Clearing Members
and establish Advisory
Group

Transition
to New
Service

Q3

Q4

2023
Q1

Q2

Q3

Build operating model and define procedures

Contract resource engagement
- Risk manager, COO, IT

Obtain
Regulatory
Approval

Q2

Initiation and Design
Phase

Integration & acceptance testing

Member testing & readiness

Treasury integration

Permanent Resource Recruitment

Consult on rulebook & proc

Finalise rulebook & proc

CCP Recognition application

Permanent Legal & Compliance Recruitment
Ongoing consultation and engagement on issues

Member conformance & approval

Build and Validate Phase

Deploy Phase

Critical Path
Once complete and approved, the next level of detail should be prepared, highlighting the
main streams of work that support the overall delivery of the business objectives and the
areas of highest risk to the programme in terms of dependency, resources and schedule.
This should draw out the true critical path driving the schedule and how this might be
affected by dependency breakdown or delays to key activities – allowing the programme to
delve into the risk and agree mitigating strategies.
Typical Lessons Learnt
Recognizing the size of the Programme, there are a number of points that a Programme of
this size should consider and treat as integral in the planning stages:






The need to ensure clear, open and regular communication both internally within
the programme team and also externally with impacted stakeholders
When planning estimates are required, they are estimated but they often ‘morph’
into accepted final dates, when the exact dates cannot be known – transparency and
open communication is critical.
Planning and re-planning consumes significant time – sometimes it is worth moving
into a ‘to do’ mode - even where there may be a lack of clarity or transparency.
Ownership and responsibility within the plan needs to be very clear. Who has
authorization to do what? A successful programme plan is based on individual and
group ownership, responsibility and accountability.
Programme stage boundaries should be aligned to funding requests and decision
checkpoints
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5. Roadmap and Rollout Strategy
With all complex transformational programs, there are a number of potential
implementation strategies, ranging from an incremental approach through to a single-step
full migration (Big Bang). This programme differs in many respects to other FMI programmes
globally, in particular, the lack of current supporting financial market infrastructure. There is
no ‘migration’ from a similar service or platform for NewCo CCP.
NewCo CCP is being developed from the ground up and although there are some supporting
infrastructures in place, NewCo CCP is bringing a new business process to the Ukrainian
financial market place. A multi asset CCP cannot function in a silo – it requires a number of
key supporting processes, infrastructures, partners and systems to allow it to function in the
manner designed and in accordance with PFMI Principles.
As a result, consideration needs to be given to the following key processes and an agreed
Roadmap delivered to unite all requirements.




Multi asset CCP design, build and implementation
Cash, non-cash movement to support all funding requirements in central bank
money where appropriate
Implement standardized communication protocols between CCP / Venue /
Participant / Commercial banks / CSD/RTGS

Recommended Roadmap & Rationale
While the decision on sequencing of functionality remains open, this document is structured
with a recommended approach to proceed with the following parallel workstreams:
Phase 1:
 Implement multi asset CCP functionality – prioritizing Energy, spot electricity
followed by derivatives and subject to priorities natural gas
 Refine and enhance the payments infrastructure with a Payment System to support
the CCP which DvP for the Securities market can be addressed in Phase 2
 Additional Derivative instruments
Phase 2
 CCP for Securities followed by additional value add services.
 Central Securities Depository enhancements supporting DvP
The rationale for implementing an Energy focused CCP and attendant supporting
infrastructure first is driven by the following considerations. Prioritizing one asset class has a
potentially lower risk approach given:





Smaller community
Ability to deliver tangible benefits
Demonstrate risk reduction capabilities
Increase standardization
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Demonstrate ease of access

Implementing and proving the core CCP functionality to a market that can demonstrate
tangible benefit provides a substantial foundation for extending the capability across asset
classes and Participants. NewCo CCP will not just bring the core risk management benefits of
a CCP, but will provide cross tangible benefits, including:








Provides foundational infrastructure, including core account structures, for all other
services - collateral management, risk management, data management and the
capability to add additional asset classes
Provides for significant operational enhancements including automation
Standardization of communication flows and rationalization of client and transaction
reference data
Creates a direct connection to the Central Bank
Increases transparency for liquidity and payments management
Provides a golden source of data – reference data, as NewCo CCP will be have a
defined data syntax, allowing it to be adopted across the market as further
enhancements are delivered, providing a golden source for the market
Drives cost efficiencies to the market overall with real time visibility of transaction
processing, allowing for improved management by participants of their books and
records and that of their clients

Suggested Roadmap Phases (draft – subject to much bigger discussion – but does not negate the
detailed Programme Plan/ Requirements for Phase 1 – Electricity CCP)

Phase 1: System of record, Energy
CCP, Payment system

Phase 0: Plan

2021

2022

Phase 2: Derivatives
CCP Modules, CSD/DvP

2023

Additional CCP
modules

2024

Design Phase
Agree Plan & Comms Strategy
Data Strategy

CCP RfP

System of Record

Energy CCP - Spot followed by Futures
System Blueprints

Derivatives CCP - Commodities

DvP Strategy

Additional CCP asset classes

Securities CCP
Payment system - CCP/ RTGS

Trade Repository

Payment system - DvP/CSD

Project 1
Project 1.5
Project 2

Project 3

Subject to the above, based on the current understanding, this “strawman” roadmap is
recommended for consideration, which proposes both phasing and parallel work streams
with immediate focus on the CCP for Electricity followed by Derivatives and the necessary
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infrastructure upgrades required for payment processing followed by a Securities CCP and
true DvP in central bank funds.
The final decision on program phasing is dependent on a range of business and technology
dependencies, including:












The risk appetite of the decision makers
Competing commercial and budget priorities
Regulatory dependencies (timelines, approvals, constraints)
The expertise and capacity for handling change by all impacted parties
The need to establish early credibility of the new solutions, including “quick wins”
Realization of value in new business areas
The current state of legacy processes, interdependencies, and interfaces, and the
“migration gap” to be covered
The age, expected life, and support considerations of legacy applications
Technical and commercial priorities of suppliers and partners
Time-to-market of migrated businesses
Availability and timing of resources and expertise

Recognizing the range of business and technology dependencies that will drive the
roadmap and rollout approach, it is recommended that the opportunity to discuss and
tailor the roadmap and rollout approach in more detail is subject to a more in-depth
discussion given the broad range of dependencies.
Any Roadmap will be subject to the implementation of the supporting legal and
regulatory regime to support the introduction of a CCP.
Key Foundational Work Packages
There are a number of work packages which are required to support the implementation of
a new Post Trade Ecosystem, these include the appropriate Corporate Structure and the
Legal and Regulatory Framework necessary to support a robust and secure financial
infrastructure. Assuming these are in place and recognizing the transformational
programme necessary to implement a new post trade ecosystem, foundational work
packages will be necessary and should be initiated post haste. These include:
•
•
•
•

Post Trade System Architecture – a blueprint of the post trade systems overview
Business Process Maps – an event driven process map taking the lifecycle of a trade,
including cash/collateral management
Data Strategy – designing the data structure and common data models supporting
the ecosystem
Organizational Design - including physical architecture (Locations & Infrastructure)

Depending on the roadmap and rollout strategy pursued, the business requirements and
architectural design of the individual CCP module should then be overlaid on the
foundational requirements.
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Design Study
This approach has been constructed to mitigate the key risks to benefits delivery.
However, timing can only at this stage be a guesstimate. In favorable conditions, there is no
apparent reason the initial Phase 1 Programme should take more than 2 years and could be
achieved in less – however, there are significant dependencies, not least:





USAID’s project portfolio and competing priorities
Ukraine Plc commitment to the Programme
Availability of key Programme resources
Vendor commitment to the programme and available resources

Following an initial pre-project phase, the appropriate structure and design of the
programme at the outset will play a critical role in mitigating the risks of delay.
Initial Design Phase
It is a strong recommendation to start the project with a phase that defines the solution and
confirms the scope, costs, and plan. Key to this will be an understanding of the detailed
business strategy including the instruments, markets, and volumes and establishment of a
baseline for the infrastructure, including current business process flows.
The design phase should involve close collaboration between Programme Sponsors and key
CCP resources9, responsible for the business requirements and the chosen Vendors analysts
and designers. Innovation opportunities should be a key deliverable through a mutual
understanding of the current business model and the potential of the vendor technology,
allowing a full representation of the Target State Operating Model.
The solution design phase should consist of:




An initial design study with the chosen Vendor to establish and agree upon design
and high-level business requirements together with non-functional requirements
Mapping of the ‘to-be’ target state operating model – developing the Blue Print of
the NewCo CCP Ecosystem
Project planning to achieve target state

The Design Study phase will:





9

Confirm key functional and non-functional requirements
Give the project teams a thorough understanding of the Vendor technology and its
application
Map key requirements to the target state model
Enable decisions to be made on the extent of customization that will be needed to
meet NewCo CCP’s requirements. All customizations will need to be clearly
documented

To be identified and hired
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Provide the basis for making a decision on the most cost-effective ways of
implementing the solution including program phases
Identify and define the models for the configuration of reference data
Confirm high level roadmap identifying key milestones and dependencies
Define pricing, license, and commercial terms for the agreement of contracts

Note: For a project of this size and complexity with multiple system implementations being
considered, there may be an initial design study followed by more focused design studies
for each system / product area for e.g.: payment system, data management, derivatives
clearing, central depository and DvP etc.
Documentation of Business Requirements
To ensure the success of the project, it is of utmost importance to ensure that all business
requirements are thoroughly documented. Those responsible should document the
scenarios, protocols, use cases and requirements on which the new post trade
infrastructure should be based.
This documentation must include:








Interface mappings and connections; the post-trade platform solution must
communicate with surrounding business and customer systems
Protocols: when an external protocol, such as FIX, is required for communication
with the surrounding systems, the messages and attributes that are used are
documented; particularly important when customized attributes are used
Scenarios and examples; workflows are described in use cases, which cover the
general flow through the system
Flow charts and diagrams; where appropriate, diagrams or flow charts are used to
give a visual presentation of flows and functionality and give an excellent overview
of processes, flows, or parts of the system
Attribute lists, including all attributes used in web interfaces, gateways, reports
GUI requirements to deliver user-friendly and accessible user interfaces
Quality requirements to ensure that the correct design and implementation
decisions are made and ensure future changes do not noticeably change the
performance of the system

Data Strategy / Migration
Data migration is often not considered early in a programs’ lifecycle, resulting in the late and
detrimental identification of major issues/gaps. Given that trade errors are often the result
of reference data differences, and these are usually caused by multiple instances of the
same historical data remaining after upgrades or system replacements, Data Strategy is
worth prioritizing as part of the programme, given the foundational role data has in this
Programme.
It would be sensible to analyse all data flows early in the project via a dedicated Data
Workstream. This workstream will provide the backbone to the phased approach proposed
below.
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Migration will generally deal with 2 distinct types of data:
 Reference and transactional data that is representative of a typical post trade entity.
This data generally, constitutes the majority of data types that need to be migrated
and can be translated with fewer issues
 Data specific to the source system, often non-standardized, or local requirements.
Opportunities exist to standardize this data prior to and for migration leading to increased
operational efficiency. Data migration should be an iterative approach throughout the
program, commencing with core structures, while progressively adding peripheral functions
and concepts.
As a model for analyzing the data, it is recommended to address each of the following
segments:
 Core Reference Data: Instruments, Participants, Account data
 Core Clearing Data: Security and cash balances, other balances
 Pending Transaction Data: trade and position data, corporate actions,
entitlements/records, settlement instructions
 Other Data: Collateral valuations etc.
In reviewing, grouping and aligning an appropriate data migration strategy, the Programme
can take advantage of recommendations for streamlining data and introducing market data
standards and best practices, allowing a transformational migration to the use of defined
market practices and standards and away from legacy/bespoke data practices.
Delivery Timeline and Key Milestones
Any delivery approach must recognize the importance of a clear vision, upfront design and
innovation, quality execution and a realistic roadmap and plan understood and executable
by the market. All of this must be underpinned by strict quality control, project
methodology and robust project governance that allows the Executive Sponsors to retain
oversight and control of all stages of the program.
A proposed delivery approach will need to be a key output from the design study, including
the key milestones. For each system (or group of systems) to be implemented or
transitioned, detailed milestones should be identified and continue through delivery and
implementation, to proving and testing through to business operation.
Although the above will sketch out a complete path to live system operations; the most
immediate body of work will be the completion of blueprints for the post trade ecosystem
design including the end-to-end technical architecture.
Vendor Procurement Process
At the time of writing (March 2021), a procurement process is underway for a Vendor to
supply the necessary IT infrastructure to support NewCo Multi Asset CCP – with an initial
defined priority currently to support the Ukrainian Electricity market.
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A Design Study should be conducted if further assurance of a vendor(s) solution is required.
Even in the instance of a preferred supplier, the initial – pre contract work, should include a
short design study. This process will:
• Mitigate the key vendor risks identified in the RFP
‒ For example, by asking the vendor to configure or adapt their solution
to demonstrate key features that were not seen at the reference site.
• Mitigate technology integration risks
‒ For example, by asking the vendor to demonstrate integration with
payment/treasury solutions or trade venue(s).
• Validate and elaborate NewCo clearing requirements with the vendor to
ensure that there is no misunderstanding of NewCo’s requirements and to
benefit from the supplier’s knowledge of clearing.
• Provide experience of working with the vendor before making any final
decision.
The findings from the design phase will provide input to the project planning process. All
important project activities and dependencies should be analyzed and documented. Mutual
project management processes should also be defined and agreed during this phase.
Joint Vendor Steering Group
On appointment of a CCP Technology Vendor, a joint Steering Group should be established
immediately. This Steering Group should be responsible for the technical implementation of
the solution. Steering Committee meetings should be co-chaired by the representative of
the Supplier and NewCo with the participation of Project Managers and key workstream
managers from both sides.
The key role and function of the Steering Committee should be:
 Overall technical and business coordination of the project,
 Review project’s progress through the regular reporting
 Provision of guidance and decisions on the key issues
 Manage Risks and Issues through a defined process
 Jointly discuss and resolve any critical issues
Meetings should be held monthly and continue after implementation.
Subject to a definative agreed Roadmap, it is recommneded that the Programme adopts a
staged delivery approach as highlighted in the previous section, incorporating a risk based
approach. The approach is designed to mitigate the key risks to benefits delivery.
Illustration of Key Activities to drive Programme Plan Construction
An illustration of the key activities to drive the construction of a Programme Plan is below,
following an initial pre-project phase, build and deployment has been spread over three
project stages with explicit Go/No-Go decisions before each stage.

33

Pre Project

Phase 1 - Initiation

Agree Project
Governance

Project Initiation & Planning

CCP
Recruitment

CCP
Organizational
Design

Market Consultation
Define
Regulatory
and Legal
Environment

Phase 3 Go Live/
Transition

Phase 2 - Design, Build, Test, Deploy

Training &
Team Building

CCP Governance Design &
Implementation

Regulator Consultation
Go /
No Go

Define
Programme
Approach

Donor Consultation
funding secured

Go /
No Go

Internal CCP Processes, test
and documentation

CCP Process
Design &
Definition

Functional & Non Functional
requirements definition

Design Phase
High level
Business
Requirements

Business Process Mapping

Technical
Design

System Blueprints

RFP - Select
Vendors for
Services

Secure Project Resourcing

Assess
Sourcing
Options

Go /
No Go

Clearing
Member
transition
to NewCo
CCP

Requirements
for all
Integration

RFIs - identify service vendors
BUILD/TEST/INTEGRATE/TEST/TEST/TEST/TEST

Stakeholders/ Market/Prospective Clearing Member Consultation - Ops/Technology/ Business/ Strategy/Legal/Compliance staff
Engagement of Regulator to Support Authorization
NewCo CCP Project Management

Key Next Steps










Agree Roadmap and Rollout Strategy / or agree Phase 1
Identify and build internal project team and identify key staff for suggested roles
Initiate Design Phase and attendant outputs
Develop a High-Level Programme Plan – identifying the critical path
Develop Ecosystem Blueprints - finalize solution boundaries and integration points
Initiate Business Process Mapping documentation
Initiate System Architecture documentation
Confirm Post-Trade Solution Suppliers
Determine what, if any, legacy infrastructure systems are retained
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6. Key Risks and Programme Risk Management
This section summarizes a selection of key risks for the programme, the strategic mitigation
activities to manage these risks. It also suggests the on-going reporting and risk
management process that the programme should employ.
The key risks identified are a combination of strategic, operating and programme delivery
risks.
A selection of risks and potential mitigants have been identified – however, a formal Risk
Assessment should be completed - accepting/rejecting/adding to those identified below
and formally taking the assessment forward and managing it throughout the life of the
project.
Strategic, Operating and Programme Risks
1. Establishing NewCo CCP Entity
Risk: Without an established NewCo entity to operate and manage the CCP Programme will
severely undermine the Capital Markets Strategic Plan, and significantly complicate, if not
delay, the procurement of technology and resources to initiate the CCP programme of work
and impact the reputation of the programme.
Mitigant: Engage in early discussions to agree the financing and establishment of NewCo
Entity. This will demonstrate the intent to market participants, domestic and foreign of the
intent to develop a regulated, liquid and transparent market.
2. Resources
Risk: Unable to secure the requisite number and quality of permanent resources to establish
the new CCP platform.
Mitigant: Initiate early identification and hiring of critical resource – risk management,
technical, programme management, business analysts and client engagement. Design the
Programme organization and governance structures at an early stage.
3. Venue/TSO Readiness
Risk: Venue and/or TSO project plan not managed to meet timelines
Mitigants:




Initiate early engagement to understand risks and issues
Create a joint steering committee with accountable individuals
Understand the detailed integration points and work to a plan to address all
requirements with all impacted parties

4. Participants and Business Impact
Risk: A material number of Clearing Members fail to transition to the new CCP service.
Mitigants:
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Initiate early stakeholder management activities to understand stakeholder
objections and challenges
Establish a communication programme to ensure understanding, manage
expectations and demonstrate benefits to Participants.
Conduct early analysis of Participants’ business and technical requirements and
understand the programme challenges to individual Participants.
Define practical technical (secure and robust) options to assist Participants with
connectivity
Conduct market and individual Participant assurance tests, including “round trip”
end to end tests and go-live dress rehearsals prior to launch that will inspire
confidence.
Provide a comprehensive test environment early, with 9am – 5pm access at a
minimum (x5) and appropriately staffed
Develop and deliver a comprehensive suite of training programmes/
manuals/seminars for participants, Venues, TSO and NewCo CCP staff.
Establish Participant sub groups, communication channels, including Participants’ IT
service providers
Maintain a proactive Stakeholder management function throughout the Programme
to maintain momentum and engender support for the Programme

5. Technology
Risk: Lack of business and technical understanding of core CCP requirements and key eco
system interfaces with the market/infrastructures resulting in poor design of platform
service and interfaces.
Mitigant: Develop a detailed understanding of the business and technical platform and
ecosystem at the outset.
Risk: Delivery & integration of complex IT systems may result in delays to the launch or cost
overruns
Mitigants:
 Preparation of a detailed and comprehensive representation of the new Technical
and System Architecture must be available at programme outset – identifying all
internal and external touch points throughout the entire trade lifecycle from trade
input to invoicing.
 Prepare an Ecosystem Blueprint of a trades’ journey, including all its incumbent
information, through NewCo CCP’s systems – identifying what information needs to
be where and for what purpose – ensuring a full integration Blueprint of the ‘to be’
model.
 Identify all Third-Party Providers in the Blueprint and clarify exact processes
completed by each application and cost accordingly.
 Prove all critical business processes before launch, including business resumption
and continuity procedures.
 Frequent code delivery to CCP User testers, ensuring that requirements are being
understood and met and providing early warning of slippage in time / scope.
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Risk: NewCo CCP’s key IT provider(s) may experience a corporate or fatal operational failure,
undermining the service capability of the new CCP platform
Mitigant: Select proven technology and business solutions to minimize implementation risk
and inspire stakeholder confidence.
Risk: Lack of commitment and focus from key IT Vendor. Given the supply and demand
dynamics within the small pool of suppliers, Ukraine may be at a disadvantage when
considering time, resource and commitment.
Mitigant: Named resources, accessible build location, contract-based relationship with key
penalty clauses.
Risk: Lack of clarity around data migration/transition points and consequent points of failure
identified late increasing cost and complexity.
Mitigant: Initiate a separate work package within the IT stream to validate all data mappings
through the IT/Business eco system.
Risk: Uncertainties over design & implementation of the IT support model impacting
timelines adversely.
Mitigant: Identify the new business, IT and operations support models necessary to support
the CCP platform at an early stage.
Risk: Inadequate Supplier Management
Mitigants:
 All key suppliers should be managed formally. Contracts and KPIs should be agreed
in advance with outcomes matched with those of the project / project plan.
 Suppliers must identify a key relationship manager / delivery manager who has
accountability for the delivery to the project.
 Each supplier must agree to a governance regime – likely monthly senior
management review chaired by the Programme Director, with a fixed agenda at the
outset. More frequent supplier meetings will be held at a lower/working level within
the project.
6. Business Requirements
Risk: Lack of clarity re requirements leading to scope creep and delay
Mitigants:
 Ensure that requirements are owned by a senior stakeholder
 Requirements should be “baselined” and then changes managed through a
governance process (Change Control Board). All changes are assessed by each
“supplier” (Analysis, Dev, QA, Business etc.)
 Articulating test cases as part of the requirements specification helps to clarify
requirements and aid in translation of requirements into the product
Risk: Lack of CCP operations experience leading to an inability to define and manage the
operation.
Mitigants:
 Initiate ’key hire recruitment’ at the outset – risk, business and programme director
37



Detailed training and hiring of specialists.

7. Other
Risk: Change to legal and regulatory environment may adversely impact scope and delivery
time of the programme
Mitigant: Proactively engage regulators throughout the programme and publicly advocate
NewCo’s positioning on key regulatory changes and standards
Risk: Lack of appropriate senior governance arrangements.
Mitigant: Design the Programme Organization and Governance Structures at an early stage.
Risk: A hierarchical culture where local experts defer to management, often resulting in
poor decision making due to lack of accurate information
Mitigant: An open culture of communication must be supported and encouraged from the
outset by Accountable Executives, Senior Management and the Programme Director.
Risk Management Process and Governance
A process for recording, managing and overseeing programme risks could be constructed as
follows:









The Project Support Office should be the primary owner of the register of individual
risks identified by the project managers, stakeholders, governance bodies and
assurance functions to the Programme
Individual risks will vary in size and scope and may roll up with risks of a similar
profile to the “key risks” presented above.
An initial assessment as to likelihood and impact of a newly identified risk should be
determined by the Programme Director and validated with the Accountable
Executive if required
The assessment should also include the identification of an accountable owner of the
risk, who is responsible for managing the risk and reporting actions to the Project
Support Office, who should regularly follow up on all risks and update the register
On a quarterly basis, or at the request of the Programme Sponsor or Supervisory
Board, the Key Risk profile and supporting Risk Register should be reviewed by an
independent QA function which should be established at the outset.
On an on-going basis, new key risks, or material changes in existing key risks should
be reported to the Programme Supervisory Board as they arise
The key risk profile should be part of a standing report to the Supervisory Board.
Additionally, subject to the Corporate Governance structure in place, NewCo CCPs
Management Team/ Board Sub Group/ Risk Committee should receive a regular
report.
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Managing the Transformation
The transition process will comprise of many diverse workstreams ranging from recruiting
people, specifying and building systems, through to obtaining regulatory approval.
Throughout the transition period there will be a need to engage with and manage a wide
group of stakeholders such as the Venues/Exchange, TSO, trading participants, Clearing
Members, systems providers, regulators, commercial banks, the NBU and the NewCo Board
of Directors to mention a few.
A risk-based approach to managing the transformation will seek to assure benefits delivery.
A risk-based approach means the programme adopts a staged delivery approach - each
stage separated with explicit Go/No-Go decision points. There are multiple benefits to the
approach including its key design point to mitigate the key risks to benefits delivery –
including no progress to the next stage until all items and tracked activity is addressed and
mitigated. Successful transition will require an approach that focuses on delivering the
benefits of multi asset CCP.
At a Board and Programme level, managing and mitigating the risks to a successful transition
will necessitate the following:
 Gaining full Involvement and Co-operation from Stakeholders
The transition approach will need to develop a programme of participant-centric, industrywide change requiring NewCo CCP to consult widely and communicate effectively.
Participants must be engaged early in the change process to allow Participants to provide
feedback and to influence the change. Momentum for change will be maintained through
ongoing regular and detailed communication.
 Gaining Regulatory Approval
Early engagement with the regulators will ensure there is early visibility of what is required
to gain approval of the new platform implementation – demonstrating the ability to own
and manage an orderly market, having self-determination over the platform will assist in
this process. Initiation of formal and continued ongoing open dialogue should facilitate
timely approval.
 Ensuring Business Led Change
Recruitment of specialists that can shape the transition and validate the operational and
technology capability should be initiated as early as possible to drive and support the
transition project. A senior Business Lead should be identified as the Programme Sponsor.
Transformation Principles
Delivering these objectives will require the Programme Plan to adhere to the following
principles:


Participants must receive net benefits that are communicated at all levels to secure
participant commitment. This commitment will be required to ensure that
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Participants’ operation, risk, compliance and IT staff provide the required input to
consultations and to follow this with timely action to prepare for the transition.
Changes to procedures, systems and interfaces should be clearly articulated. All
changes to current systems or procedures should be documented and shared early
with the market and conform to international standards where appropriate.
Proven processes and systems should be implemented where possible. This will
increase Participant and Regulator confidence. The use of bespoke or unproven
systems should not be considered.
Critical processes should be tested early to build Participant and regulator
confidence.
NewCo CCP build implementation and operations strategy must be defined and
driven on the basis of a ‘win, win strategy’ – where Participants benefit from a
robust and secure transition to NewCo CCP.
Supplier Management processes and controls must be implemented early in the
engagement.
Strong project governance will be required to enforce these principles to assure
deployment and transition within a reasonable timeframe.
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7. Programme Management Quality and Assurance
It is recommended that the Programme adopt a tailored version of the best practice
PRINCE2 project management methodology or similar. A key feature of PRINCE2 is the use
of ‘stage boundaries’ to delineate between different phases of activity, with the deliverables
in any stage typically being dependent upon the deliverables in previous stages. Funding
should be allocated and released on a staged basis.
Taking a staged approach to planning typically provides a high level of certainty over the
current stage, with the subsequent stages becoming more certain as they are approached.
This is due to the information dependencies between a stage and the one preceding it, for
example, the duration required to reach signed contracts with technology vendors is
dependent upon the technology scope that is defined in a previous stage.
Programme Quality and Assurance
This section recommends an approach to programme quality and governance, how quality
can be achieved and the programme controls that can be utilized to manage the
Programme. The launch of a multi asset CCP and all attendant change should principally be a
business programme, led by the business, involving at least 7 inter-dependent projects,
principally:
1. Operations and Change
Business Process and Transition
 Organization and Recruitment - Design and delivery of the new operating model,
acknowledging the interaction and dependencies with the existing financial
ecosystem and business processes.
 Business Requirements and Processes - Documenting all requirements to support
the new CCP and all integration points.
 Extended Eco System Plan – All ’integration points’ and ’external connectivity points’
should be mapped and a detailed plan for connectivity and any changes/upgrades at
the recipient entity.
 Organization, Facilities & BCP – Design the NewCo CCP organization and policies
including physical facilities & infrastructure, policies and procedures to support the
BCP requirements.
 Service Providers - Review, select & implement service providers.
Transition to NewCo CCP
 Transition - Plan and execute the service onboarding of Participants including legal,
financial and technical connectivity
2. Technology
Core Technology Build
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Technical Design - Design the Technology solution, identifying means and methods
of integration with Participants, existing (and new) infrastructure (Venues/collateral
movements etc.) and processes including market data and etc. any and all other
parties. A detailed System Architecture Document is required.
Vendor: - Deliver a (near) real time clearing platform designed with NewCo CCP
according to agreed traceable business, functional and non-functional requirements
including:
o Clearing & settlement including matched trade novation/ open offer, position
management, settlement and delivery management, reporting.
o Risk management including margin and default fund calculation and
collection, default management, risk monitoring, pricing and market data
management, and
o Cash and collateral including payments handling, cash and securities
collateral management
Infrastructure Build - Implement all infrastructure components related to the
Technology Design for the CCP
Exchange/ Venue/ TSO Integration - Technical design and implementation of all
internal systems integration points, working with both internal and external 3rd
party suppliers, as appropriate
Testing - Plan and execute testing of the CCP systems that integrate with the other
Venue / TSO systems, 3rd Parties and tools

Data Strategy/ Management
 Data - Document requirements (from Risk, Operations, Treasury and Business
Development), identify necessary infrastructure (with vendor or separate
implementation and implement into production ensuring adequate support &
documentation is in place. Perform functional, non-functional, User and Operational
Acceptance Testing.
Shared Services Implementation
 IT Service Management - Design the overall IT service management and support
material describing the entire production service for NewCo CCP. It should cover the
strategies and standards that are applicable to the end-to-end service.
 Legal Documentation between entities - Completion of relevant contracts and legal
documentation
 Non-IT Shared Services - Implement & validate non-IT shared services within the
overall corporate strucure if so designed.
3. Risk Management
Risk Documentation for Application
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Supervisory Submission - Submit all risk methodologies and a full suite of supporting
documents including all back-testing results.

Risk & Liquidity



Treasury Operations and Policies - Cash Management and Treasury Services,
including investment policies and procedures.
Risk Policies and Models – Draft the Risk Management Framework and appetite
including all detailed risk management policies and sub frameworks as required –
Credit, Liquidity, Market, Collateral, Investment frameworks and policies.

4. Legal & Compliance
NewCo Authorised




Regulatory Approval - Engage with the programme team to create a high quality
application to the Supervisors to ensure all regulatory requirements are met to
ensure regulatory approval.
Procurement & Legal - Ensuring all contracts necessary to support the operation
are managed through the correct processes.

Compliance Plan



Procurement - A detailed list of all procurement and agreements to be drafted.
Compliance policies - implemented and understood - Policies adopted by the
Board, implemented in relevant procedures and training programme is in place.

5. Client / Market Engagement






Marketing and external communications – Extend the NewCo CCP entity brand
as a Participant focused and robust CCP. Build and publish the Participant value
proposition.
Participant and ISV engagement - Engage with Participants and their IT suppliers
to ensure that they have everything needed to prepare for the new CCP
service. Consult with Participants to ensure the service meets Participant needs.
Platform engagement – Engage with Trading Venues/ TSO to ensure all aspects
of integration addressed.

6. Finance


Finance Processes Implemented - Document all finance interactions and
processes across the FMI
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7. Resources


Resource Processes Implemented - Establish a HR function to support NewCo
CCP.

Programme Governance Structure
The program should have a robust governance structure, ensuring Programme Sponsors
retain business accountability and control over all stages of the delivery. This will include
quality, delivery, and risk assurance controls. The recommended programme governance
structure is represented below.
The key points with respect to the governance structure are as follows:
The Programme should be directed by a Supervisory Board on behalf of the Board of
Directors. The Supervisory Board should be chaired by a business focused member of the C
suite (potentially the CEO) and should be made up of decision-making and advisory roles
covering the relevant Exchange/ Venue and post trade senior interests. An Accountable
Executive should be identified as the Programme Sponsor, preferably a member of the
management team. At programme initiation, a slightly scaled down version of the various
governance structures may be required and as a short stepping stone to establish all
necessary governance structures for the final NewCo CCP entity.
A Programme Director should be appointed, with extensive expertise in cross product,
functional, complex financial market infrastructure programmes – reporting to the
Programme Sponsor.








The implementation of the Programme should be managed by a Programme Board
and the Programme Board should be chaired by the Programme Sponsor and be
made up of decision-making and advisory roles covering the Exchange/Venues and
NewCo CCP.
Accountable Owners should be identified across all workstreams from Client
Engagement, to Operations, IT, Legal and Regulatory and any other workstreams
defined. Each will be responsible for the activities necessary to deliver each
workstream project plan.
Accountable Owners should have authority to make decisions and would typically be
the individuals with operational responsibility for that area post-go live.
A programme quality assurance role should be considered – providing ad hoc/
quarterly (or more frequently) independent advice and direction to Supervisory
Board and report primarily to the Chair of the Supervisory Board.
A Programme Support Office (PSO) should be created, reporting directly to the
Programme Director and has a discrete budget and cost reporting responsibility to
Programme Financial Control
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Supervisory Board - Senior
Executive Stakeholders

Programme Board - Accountable Executives
Chaired by Programme Sponsor

Project Support
Office

Programme Director

Regulatory

Risk

IT

Legal

Independent Quality &
Risk Assurance

Client
Engagement

Operations

Organisation
Design

Roles and Responsibilities
Programme Owner (Business Sponsor)












Overall accountable for the successful delivery of the CCP operation in accordance
with the business case and achievement of the business outcomes
Owns the programme roadmap, delivery strategy and plan, developed by the
Programme Director and Management team
Represents the programme on the Programme Steering Committee and with
relevant internal and external stakeholders
Leads the programme leadership team (which consists of the Accountable Owners
and Programme Director)
Chairs the Programme Board meetings, reviewing progress against plan and
significant variances, issues and risks
Resolve significant issues as escalated by the Accountable Owners and Programme
Director
Makes key decisions on the programme, or obtains the necessary decisions from the
Steering Committee
Provides the Programme Director with the delegated authority and support required
to deliver the programme
Owns the business case
Reports to: Board, CEO and/or appropriate Governance Boards

Programme Director




Responsible for the planning, coordination and on-going momentum of the
programme to achieve its overall outcomes in support of the Programme owner and
leadership team
Defines the approach, pust in place and runs the programme planning, reporting and
management approach and methods
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Leads and directs the Programme, ensuring Accountable Owners have the support
needed to operate as an integrated team and are focused on the achievement of the
overall programme goals
Leads the cross-programme Programme Management team, including the PSO,
Design Assurance, Finance and Programme Test Management
Ensures that cross programme assumptions, issues, risks and dependencies are
identified and managed
Provides the Programme Owner with the advice and information required effectively
to fulfil the role
Ensures that the Delivery Managers have the leadership, resources, authority and
support they need from the Accountable Owners effectively to fulfil their roles
Responsible for Business Case maintenance and Capital Planning
Supports the Programme Owner in reporting to the various governance Boards
Reports to: Programme Owner

Accountable Executive















Accountable for the delivery of the defined area(s) of work and, as part of the CCP
leadership team, take collective accountability for the achievement of the overall
programme outcomes. (This role is essentially one of business ownership and
decision maker)
Takes business ownership for the solutions and outputs for their area of the
programme
Takes accountability and ownership for the plan for their area of work including its
completeness, achievability and alignment with the rest of the programme
Determines and leads on sourcing of appropriately skilled resource to undertake the
work in accordance with individual work stream plans
Takes accountability for leading the delivery of their area of work
Ensures that the solutions, approaches, and timescales adopted within their area of
work align with those of the rest of the programme
Reviews and owns the work straem plan, reports and outputs of their area(s) of
work, ensuring their alignment with other areas of the programme
Works collaboratively with other members of the Accountable leadership and
Programme management team, ensuring effective cross-programme working and
sharing
Represents the Programme on appropriate working groups and other wider forums,
ensuring (where appropriate) messaging in accordance with agreed approach and
feeding back key information to wider programme team
Responsible for exercising cost control over spend in their area and for signing off
timesheets
Reports to: Programme Owner

Delivery Managers



Project assistant to Accountable Owners where required
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Responsible for the planning and management of their specified area of work in
support of the Accountable Owner (This role is essentially the lead in terms of the
mechanics of planning and managing delivery)
Prepares and maintains the plan for their area of work, ensuring its alignment with
the overall programme plan; this should include the timescales, resource
requirements, costs required to deliver, and the products to be produced
Ensures that dependencies with other areas of the programme are defined, agreed
and delivered
Supports the Accountable Owner in the leadership of the team to deliver the work,
managing the delivery of the work in accordance with the plan
Manages the delivery of the project in accordance with the standards and disciplines
defined by the Programme Director and programme management team; including
planning, reporting, controls, information management and security
Prepares project information for reporting to the Programme Director, forecasting
and identifying potential variances, issues and risks for Programme Director
attention
Dual reporting line:
o To the Programme Director for the overall fit and alignment of their work to
the programme
o To the Accountable Owner for the planning, reporting and delivery of their
particular project

Programme Quality and Controls
The Programme Director should be accountable for ensuring that, where appropriate,
independent reviewers check the quality of progress, that feedback is received and that
revisions are made.
It will be worth considering the benefit of a Design Assurance function as part of the process
for accepting all defined deliverables within the Programme. A Design Assurance function
would ensure that the design of the operation is actively aligned to specific project or
strategic based business objectives. This can be delegated to key stakeholders but from
time-time-to time, it will be necessary to carry out focused reviews on specific areas of the
Programme which are considered to be of high importance or where it is known the
objectives are at risk.
A Design Assurance function, together with some form of independent QA should be given
serious consideration.
Programme Controls
Given the size and complexity of the Programme, Programme Controls will provide the
Steering Group, Programme Director and Project Managers tools to manage the programme
more effectively. These tools should include at a minimum:


Project Reports: Workstreams conduct frequent project meetings (frequency will be
defined) to assess progress. Reports to be provided to the Programme Director.
47











Highlight Reports: The Programme Director provides highlight progress and status
reports to the Accountable Executive for presentation to the Supervisory Board on a
monthly basis.
Stage Assessments: The Project Support Office should be responsible for producing
assessments at the end of each stage for the Programme.
Risk and Issue Management: The Project Support Office should own and log all risks
and issues identified in the Risk Log and Issue Log respectively. The Programme
Director should be responsible for identifying a suitable owner for each risk and issue
and ensures that risks have mitigations wherever possible.
Change Management: Changes to the programme objectives and /or scope must be
agreed with the Supervisory Board. A clear and concise change management process
with clear responsibility and accountability will be required early in the Programme –
Change Control Board.
Configuration Management: Version control should be applied to all document
deliverables. The Project Support Office should maintain definitive copies of all
programme deliverables.
Financial Control: The Board and /or its delegates will authorize Programme and
Stage budgets. The Programme Director should be responsible for calculating all
budgets. A financial forecast must be in place for each stage.

Wider Ecosystem Impacts
The introduction of a CCP and the attendant supporting functions forms part of an overall
Capital Markets Strategy. The CCP Programme must be viewed and managed as part of that
larger ecosystem of developments. Responsibility and interconnectivity between the
various initiatives must be transparent and coordinated as each of the segments will be
moving parts and will demonstrate the true meaning of the ’chaos theory’ – i.e., any
changes to one project will have an impact on another project.
Responsibility for the overall coordination and communication between programme will be
a critical role and should be assigned early on so as to allow full transparency.
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Programme Coordinator

Supervisory Board - Senior
Executive Stakeholders

Programme Co-ordinator

Programme Board - Accountable Executives
Chaired by Programme Sponsor

Programme Director

Corporate
Structure

CCP Project

Trading
Venue(s)

CSD project

Independent Quality &
Risk Assurance

Project Support
Office

Trade
Repository

Each project will have its own Supervisory Board and Programme Director with appropriate project support and
independent assurance - however, subject to the Roadmap and Rollout of a new Post Trade Ecosystem coordination across all projects, regardless of the sequential or parallel nature of the Roadmap, will be critical.

Detailed Project Specific Workstreams - TBD (but there may be shared components across the detailed
workstreams - for e.g. data management/ system architecture blueprint)
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8. Communication Strategy
A key part to the successful implementation of NewCo will be to win the hearts and minds
of its stakeholders and to retain their goodwill through the programme lifecycle. A discrete
stream of activity should be established to manage the stakeholder communications for
NewCo CCP. The Communication Strategy highlights many parties with an interest in the
programme and the means and frequency of communication between them and the
programme.
Ensuring Programme awareness, education and knowledge is available at all times will be a
demand on the NewCo CCP team – but it is the success of the outreach the New Co team
perform, that will ultimately reflect on the degree of success NewCo CCP has in the market.
Round Tables
At the outset – involvement of all interested parties is critical. A series of Roundtables
should be initiated early in the process.
Roundtables – with Industry Operators, Trading Venues, TSOs, Market Participants, Financial
Market Industry Associations. The Roundtables should be used as a means to inform,
educate and discuss.
Roundtables must include:
 A clear articulation of the benefits case for all Interested Parties
 An articulated vision of the future
 A clear plan of activities to reach a common goal
 Details of the ’change agenda’ – the responsibilities of each interested party
 Details of how communication will be structured going forward
 Dedicated sessions offered to all for further discussion
At a Regulatory and Supervisory level, details will need to be addressed on the specific
(inter) relationship between the NBU and the NSSMC and the specific roles and functions of
each re NewCo CCP – and that is not within the remit of the author.
However, at a Market Participant level, it will be critical to ensure that Participants
understand the benefits case and the inclusion of all industry bodies will be extremely
important for transparency purposes. Clarity re the supervisory and regulatory environment
will be essential, to lay the foundations for Market Participant commitment.
Timeline of Communication
 Pre Project-Initiation: Roundtables – to inform, educate and discuss
 Project Initiation: Campaign Strategy – to inform, educate and call to action
 Project Communication: Communication Plan – to inform, educate and partner
A detailed Training Programme must be part of the overall NewCo Programme deliverables.
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Project Communication
Stakeholder

Communication
Objective

Owner Approach

Frequency

Internal
NewCo Board
of Directors

NewCo
Supervisory
Board

Management
Team

Programme
Board

All data on plans,
execution status,
risks and decisions
required so that
the Board has
effective
management
oversight of the
NewCo
Programme
Accountable for
overseeing the
programme and
reporting progress
to NewCo Board.
Accountable for
providing strategic
direction to the
programme and
tracking the
viability of the
Business Case.
Accountable for
delivering the
business objectives
and forecast
benefits of NewCo
CCP
Ensure executive is
fully briefed on the
programme from
both a programme
delivery and
assurance
perspective
Ensure that
programme
delivers a clearing
house that meets
the operational,
legislative,
technological and
commercial
objectives

Board meetings and
papers

Monthly

Supervisory Board

Monthly

Management Team
meetings

Fortnightly

Programme Board

Fortnightly
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NewCo Staff

Venues
Trading
Platforms

Ensure staff have
transparency
about their role in
the NewCo CCP
programme

Ensure Venue(s)
are fully briefed as
customers of the
new clearing
service, and to
provide relevant
data given the
Platform’s
responsibility to
maintain an
orderly market.
Current and Future Regulators
NSSMC
Assuming the
NSSMC will be the
authorizing body
and ongoing
Regulator for
NewCo CCP transparency of
the NewCo CCP
programme will be
essential
throughout its
development,
implementation
and live
operations.
NBU
The NBU should
have full
transparency of
the NewCo
Programme
Prospective Members
Senior/ MD
Ensuring the
representatives Supervisory Board
has clarity about
the concerns of
each prospective
CM when making
decisions re the
clearing process.
’Voice of the
Client’ in the room.

Stand up Team meetings

Monthly

Project Meetings – either
separate or included in
the Programme board

Monthly

Regular
update/discussion
meetings

Fortnightly/monthly

Regular
update/discussion
meetings

Fortnightly/monthly

One-to-one meetings.
Engagement via
Participant Working
Groups, Newsletters, web
updates, presentations

Monthly and as
required.
Separate risk and
operations working
groups will be
required as the
programme
progresses.
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Risk
Management
Staff

Ensures that risk
staff have a clear
understanding of
the margining
methodology and
default waterfall
Operations
Member firm staff
Staff
have transparency
of the programme
so that any impact
to the operational
day or Member
processes is
understood
IT staff and IT
Ensure ISVs have a
service
full understanding
providers
of the technical
(ISVs)
specifications of
interfaces and
reports so that
they can complete
required
development.
Other Interested Parties
Industry Bodies Ensure they have
transparency of
the programme so
that they can
appropriately
support the
programme.
Press
Ensure the Press
have transparency
of the programme
so that they can
appropriately
report on the
programme.

Group meetings and
specification documents.

Monthly meetings/
As required

Full engagement outlining
objectives of programme,
benefits, impacts etc. –
ensure constant dialogue
and transparency

Frequently. Attend
Industry Association
meetings where
possible to engage,
update, discuss.

Active
As required.
engagement/Preprepared
statements / FAQ papers/
core message preparation
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9. Corporate Governance
The governance of NewCo will be important and should mirror that of CCPs operating in an
EMIR compliant environment.
Governance Strawman for NewCo CCP Entity
NewCo’s governance structure should comprise of a Board of Directors and a number of
Committees, established to assist the Board with the management of the company and the
operation of clearing services.


Board of Directors – composed of 8-10 individuals including senior key NewCo
Executives (Executive Directors) and nonexecutive directors (Independent Directors).
Independent Directors should be appointed by the Board.

Principal Committees
The Board should retain overall responsibility for the management of NewCo and should
have the following principal committees:








Executive Committee (generally the Management Team or subset) - composed of
individuals appointed by the Chief Executive Officer in consultation with the Board;
Board Risk Committee - composed of 8-10 individuals evenly split across
Independent Directors, representatives of Clearing Members and representatives of
Clients of Clearing Members;
Audit Committee - composed of at least four individuals, of which at least three are
appointed from the Independent Directors and at least one individual must have
relevant and recent financial experience;
Nomination Committee - composed of a maximum of five individuals with a majority
being Independent Directors; and
Remuneration Committee - composed of four individuals appointed solely from the
Non-Executive Directors.
Technology and Operational Resilience Committee - composed of key NewCo
Executives
Default Management Committee - composed of senior NewCo Executives.

Board Risk Committee - Major Role and Function
A CCP’s Risk Committee is delegated to by the Board, to oversee the overall Risk
Management Framework and to advise the Board on risk-related matters. The Committee is
also responsible for reviewing risk policies and, in conjunction with the Audit Committee,
must assess the effectiveness of NewCo’s risk management and internal control systems.
Operating an appropriate and effective risk management and internal control system is
essential to achieving NewCo’s strategic objectives and maintaining service delivery targets.
The Risk Committee must be responsible for overseeing the risk management approach,
policy and framework. Responsibilities include:
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To advise the Board on the Group’s risk appetite, profile and tolerance



To oversee the risk management framework to identify and deal with financial,
operational, legal, regulatory, technology, reputational, information security and
cyber risks, and strategic risks faced by NewCo



To review NewCo’s risk policies, risk reports and breaches of risk tolerances and
policies



To consider current and emerging risks and risk exposures relating to NewCo’s
business and strategies to ensure that appropriate arrangements are in place to
control and mitigate the risks effectively



To review the effectiveness of NewCo’s risk control/mitigation tools and risk
management functions

Within NewCo’s Risk Appetite and Risk Management Framework, a consistent methodology
must be documented and approved for the identification, assessment, reporting and
management of risks. Risk identification and management must be the responsibility of the
Executive Management.
A typical risk governance structure is based on a “Three Lines of Defense” model, with
oversight and directions from the Board, the Risk Committee, and Management through an
Executive Risk Committee – made up of internal senior executives and risk experts.

Board of Directors

Board Risk Committee

Audit Committee

Executive Risk Committee

1st Line of Defence
Business Functions

2nd Line of Defence
Risk and Compliance
Functions

3rd Line of Defence
Internal Audit/
External Assurance

The Risk Management Framework, as approved by the Board Risk Committee, should
mandate a consistent and effective risk management approach to be applied across NewCo
to manage the risks associated with its business and operations. It is recommended that the
framework is based on the international standard ISO (International Organization for
Standardization) 31000 Risk Management – Principles and Guidelines. The following
diagram illustrates the key processes NewCo should consider adopting under the Risk
Management Framework.
55

Phase 1

Phase 2

Establish Risk
Context

Risk
Identification

Recognizing NewCo's
critical market role,
Management to
establish common
risk assessment
criteria

Departments identify
the risks that
potentially impact
their key processes
and operations

Phase 3

Phase 4

Risk Assessment

Risk Treatment

Departments assess
and score the risks
identified together
with their impact on
the business and the
likelihood of their
occurrence

Departments assess
the effectiveness of
existing controls and
provide
treatment/mitigation
plans where required

Phase 5
Risk Reporting &
Monitoring
Departments monitor
risk mitigating activities.
Risks should be
regularly reported to
Management level and
assurance provided
through demonstration

Risk Appetite
Effective risk management is important to the achievement of its strategic goals. NewCo
must manage risk across multiple risk domains, including but not limited to financial,
business and strategic, operational (including IT and cyber security) and legal and regulatory
risks. Business operations will need to be managed in line with risk appetite tolerances set
by the Board. NewCo must seek to ensure it achieves its strategic goal to offer robust and
resilient clearing services and to continually improve its offering to its Clearing Members
and the market.
This includes maintaining stakeholder trust and supporting the integrity of the financial
system. NewCo must recognize its role as a market infrastructure provider and manager of
systemic risk, and that its long-term sustainability is dependent on its pursuit of strategic
goals while simultaneously:
- managing risks,
- having sufficient capital and liquidity,
- ensuring continuity of operations, and
- protecting its reputation.
NewCo must aim to maintain sufficient capital and liquidity to meet its regulatory
obligations, which require it to have financial resources to cover potential losses and
liquidity needs for a range of stress scenarios taking into account extreme but plausible
market conditions. As a business, NewCo must also aim to maintain sufficient capital over
and above that required to meet its regulatory obligations in order to fund its strategic
development objectives while ensuring the appropriate balance between risk and
shareholder/investor returns.
NewCo must apply risk management measures to strategic initiatives that are designed to
limit exposure to potential losses, but it must also seek to maintain liquid financial resources
to meet unforeseen cash outflows. NewCo must strive to maintain stakeholder/investor
trust by avoiding business practices that could lead to reputational damage or harm.
NewCo must seek to operate within all relevant rules and regulations and to avoid
disruptions to its business operations that would have a negative impact on stakeholders.
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Principal Risks
NewCo will face a number of principal risks and uncertainties that if not properly managed
could create an exposure for NewCo. Thorough risk assessment and mitigation help ensure
these risks are well managed and governed effectively. Below an illustration of an approach
to manage some of the Principal Risks:
Principal
Risks
Business
and
Strategic
Risk

Credit Risk

Description

Key Mitigations

The risk of material adverse changes
to NewCo’s business performance,
development prospects and/or
ability to deliver its strategy, caused
by changes in the business,
economic, competitive, regulatory
or political environment in which
NewCo operates.
The risk that a counterparty will not
settle an obligation in full value,
either when due or at any time
thereafter.

Proactive monitoring of global industry trends,
competitors and innovations;
Proactive monitoring of and preparation for
global and local changes in regulations affecting
NewCo; and
Responsive project controls to allow strategic
flexibility and timely resource allocation

Market Risk

The risk resulting from adverse
movements in market rates or
prices such as foreign exchange
rates, interest rates or equity prices
impacting the NewCo’s investment
portfolio or from a defaulted
Member’s portfolio.
Liquidity
The risk of being unable to settle
Risk
obligations as they fall due whether
relating to NewCo’s cash flow
and/or regulatory requirements for
clearing coverage confidence levels
under extreme but plausible market
conditions.
Operational The risk of financial or reputational
Risk
loss or inability to deliver services
and products due to inadequate or
failed internal processes, IT systems
or external events.
Cyber
Security
Risk

The risk of financial or reputational
loss or inability to deliver services
and products due to unauthorized
access, use, disclosure, disruption,
modification, or destruction of
organizational data and/or systems.

Default management and recovery procedures
in place;
Established credit risk management function;
Stress tested collateral and margin deposits;
and
Default contingent market risk managed
through collateral management and margin
collection.
Investment capital at risk limited by investment
policies, restrictions and guidelines.

Investment policy, restrictions and guidelines in
place covering Corporate Funds, Margin Funds
and Clearing House Funds; and
Clearing liquidity risk management
requirements met through established stress
testing practices.
Service delivery controls covering people,
process and technology;
Low latency, highly resilient IT service design;
and
Site and data center security and continuity
arrangements.
IT network perimeter controls and cyber-attack
drills;
Enhanced cyber threat prevention and
detection;
Enhanced real time data loss monitoring; and
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Legal and
Compliance
Risk

The risk of loss resulting from
breach of or non-compliance with
applicable laws, regulations or
contractual obligations.

Cyber incident forensics and breach response
controls
Internal and where appropriate external legal
advice sought and compliance reviews
conducted on business activities and new
initiatives;
Legal review of contracts;
Compliance review monitoring programme;
and
Internal policies to ensure staff compliance
with laws and regulations.

An annual review of the work of a CCP Risk Committee should include a summary of key risk
management activities the Risk Committee oversaw, including:









Updates to the risk appetite statements and risk tolerances;
Implementation of risk and compliance culture initiatives;
Enhancements to clearing house default management, settlement risk and margining
practices;
Enhancement of physical security, cyber security and business continuity
arrangements Conduct of a cyber security and crisis management simulation
exercise and multiple member default drills;
Review of governance arrangements to ensure regulatory compliance;
Review of Compliance Monitoring Programme and approval of new Policies
Review results of quarterly Enterprise Risk Management processes including risk
heatmaps and dashboards, summaries of assurance activities, emerging risks and
clearing house liquidity, capital adequacy and solvency levels;
Review of the management confirmation on the effectiveness of risk management
and internal control systems.
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Appendix A: Sample Terms of Reference
Risk Committee
Status: The Risk Committee (the “Committee”) is a sub-committee of the board (the
“Board”) of NewCo Limited (the “Company”) to which the Board delegates consideration of
key risk management issues.
Purpose: The Committee is to assist the Board in:
a. assessing and making recommendations on the risk appetite, profile and tolerance of
the Company and its subsidiaries; and
b. the oversight of matters concerning NewCo’s risk management framework, policies
and systems (other than financial policies, systems and controls within the remit of
the Audit Committee), bringing any issues to the attention of the Board.
Administrative Structure
1. Composition: The Committee shall consist of non-executive directors appointed
by the Board.
2. Attendance: Only members of the Committee have the right to attend meetings;
however, other members of the Board or management of the Company may be
invited by the chairman of the Committee to attend, as appropriate. External
advisers may also be invited to attend Committee meetings.
3. Chairman: The chairman of the Committee shall be appointed by the Board,
subject to endorsement of the chairman of the Board. In the absence of the
chairman and/or an appointed deputy at any meeting, the Committee will elect
one of the members present to act as chairman. The chairman of the Committee
should attend the annual general meeting to answer shareholder questions on
the Committee’s activities.
4. Reporting Procedures and Frequency of Meetings: Minutes, frequency, quorum
details, reporting frequency and voting.
Areas of Responsibility
The Committee’s responsibilities shall include the following, with a primary focus on risk
appetite and tolerance:
1. advise the Board on NewCo’s risk appetite, profile and tolerance, having due
regard to the current and prospective macroeconomic and financial
environment, financial stability assessments and the guidelines, rules and
requirements of regulatory bodies and other authoritative sources that are
relevant to the Company;
2. review and recommend NewCo’s risk appetite statement to the Board for
approval at least once annually, and satisfy itself that NewCo’s strategy and
business plans reflect an appropriate consideration of risk appetite; risk
management framework, tools and policies
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3. oversee and review the development and effectiveness of NewCo’s risk
management framework and systems with a view to identifying and managing
the risks faced by NewCo including financial, operational (including people,
process and third party risks), fraud, business continuity, legal, regulatory,
technology, reputational, ESG (environmental, social and corporate governance),
information security and cyber risks, and risks associated with the strategic
direction, new products and change initiatives of NewCo.
4. review and assess the effectiveness of NewCo’s risk control and mitigation tools,
approach and methodology, including (but not limited to) the enterprise risk
management programme, the internal audit function relating to risk
management, the stress testing framework, and NewCo’s business continuity
and contingency plans;
5. review and approve NewCo’s Risk Management Policy, Compliance Policies, and
clearing risk policies; Risk assessment and monitoring
6. consider and advise the Board on the current and emerging risks and risk
exposures relating to NewCo’s business and strategies, and review NewCo’s
capability to identify, measure and manage emerging risks effectively;
7. monitor the scenario and stress testing results of NewCo’s key risk exposures and
review risk management reports;
8. review NewCo’s capital adequacy and insolvency levels;
9. review and endorse from a risk perspective new products and service
enhancements that may present a moderate to material change to NewCo’s risk
profile;
10. ensure that a proper monitoring process is in place for risk policy and risk
appetite compliance, review breaches concerning the same and the steps taken
or proposed by management to remedy any breach;
11. monitor and review annually the effectiveness of NewCo’s risk management
function to ensure that it has adequate resources, budget, access to information
and staff with appropriate qualifications, experience and training to enable it to
perform its role effectively;
12. ensure that the risk management function has adequate independence and
appropriate standing within NewCo, and the Chief Risk Officer has direct access
to the Committee and the chairman of the Board;
13. review and approve the annual work plan of the risk management function,
discuss with the Chief Risk Officer any significant findings and recommendations
arising from work undertaken, and review and monitor management’s
responsiveness to such findings and recommendations; s) meet with the Chief
Risk Officer on a regular basis without management being present, to discuss the
remit of the risk management function and any issues arising from risk reviews,
work undertaken or feedback from regulators; and
14. do any such things as are necessary to enable the Committee to discharge its
responsibilities.
In carrying out its responsibilities, the Committee shall work and liaise as necessary with
all other Board committees, and give due consideration to all relevant laws, rules,
regulations and regulatory requirements and guidance applicable to NewCo.
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Authority and Powers:
The Committee may:
1.
delegate certain of its responsibilities to sub-committees comprising one or more
of its members with such powers as are necessary to discharge the relevant
responsibilities;
2.
delegate specific tasks to be performed by the Chief Risk Officer or committees
of the management subject to such terms of delegated mandate, governance
structure and reporting or approval requirements as the Committee considers
appropriate;
3.
delegate to the chairman of the Committee authority to make decisions on
matters which may need attention between Committee meetings, with such
decisions to be reported or ratified in the next meeting of the Committee;
4.
require reports, analyses and third-party independent reviews to be prepared to
enable it to discharge its duties, including reports on the identification and
management of risks and other matters within its remit; and
5.
review or consider matters outside these terms of reference if required to do so
by the Board.
The Committee is authorized to:
1.
2.
3.

have access to such training and resources (including employees) in order to
carry out its duties as it may consider appropriate;
obtain, at the Company’s expense, any advice or support from external advisers
or experts including legal advisers; and
have access to any information, record or report from any employee in order to
perform its duties and request any employee to attend Committee meetings and
answer questions as and when required.

Review: The Committee shall review and evaluate the performance of the Committee
and these terms of reference on an annual basis to ensure that it is operating at
maximum effectiveness and recommend any changes it considers appropriate for the
Board’s approval.
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Appendix A: Getting Started – Extract from Organizational Design Document
Getting Started
The resources required to manage the design and transition are generally understood and
some key business resources will be required early in the projects to shape the transition
and operating model. Likely external resource required to support the project delivery are
detailed below. These resources are in addition to some initial key hires:
A senior business lead with rounded FMI experience, with delegated authority and full
endorsement of Programme Sponsors and a CCP risk expert.
Initial Project Resource Requirements
Capabilities and Process
4 FTEs

Three people will be required to define the business requirements
of the various systems needed to establish NewCo CCP. Once these
people have completed their work, they will be needed to define
processes and to work with a test team to validate the processes
and systems. This study assumes that permanent staff will be
recruited in parallel.

People and Organization
Enablers
1 FTEs

Organization design will require one specialist for 6 months to
define and agree the structure of the organization and document
the governance processes surrounding its operation. Recruitment
will be a near full-time role until a permanent HR resource can take
on this responsibility.

Technology and Systems
Enablers
3 FTEs

One IT project manager will be required throughout the project to
manage the integration of vendor solutions. One person will be
required throughout the project to assume a business design
authority role, and to assure successful alignment of technology
requirements to the new operating model. One supplier manager
will be required to manage the vendor selection process in the first
six months of the project.

Physical Infrastructure
Enablers
0 FTEs

External professional fees should be included in the business case
to cover office planning and building advisory. It is assumed that an
existing ‘infrastructure’ will be transitioned and the team on the
ground will manage this element of the transition.

Project Management
2 FTEs

One full-time project manager will be required.
A further dedicated resource will be required initially to manage
member, regulatory, banking stakeholders and to deliver the
NewCo CCP project communications.

The indicative plan for initial project resources requires approximately ten project staff. The
study assumes and recommends that permanent staff be recruited early on to augment the
project team. Over time, permanaet staff should be taking over all aspects of the
development being part of the project and rolling on to be part of the live, run and change
of the NewCo CCP entity reaching a peak of up to 30 resources when in full testing and
integration mode.
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Recommendation
Subject to project initiation approval and support, the hiring of a key CCP business and risk
expertise should be prioritized. It is essential that the Programme is led by a rounded,
experienced, business focused, lead individual with CCP build, design, implementation and
run experience.
A CCP risk and IT expert should also be appointed in very quick succession.
The recruitment of a small team of Initial Project Resources - business analysts, technical
expertise and project management should be initiated in parallel.
High Level Organization Structure of final NewCo CCP Entity
NewCo Board of
Directors

Chief Executive Officer

Chief Finance
Officer

Chief Legal &
Compliance

Head of RM
and BD

Chief Operating
Officer

CTO

Head of
Operations

IT Team

Operations
Team

Chief Risk Officer

Market &
Credit Risk

Liquidity &
Collateral

Risk Team

Supporting IT department, Human Resources, Facilities, Marketing, Audit, Corporate Governance
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