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Agenda

ÅOverview of working group approach toward risk 

management

ÅStatus update on items addressed through working group

ÅEstablish recommendation for minimum capitalization 

proposal

ÅDiscussion of Mark-to-Model FTR margining 

methodology
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Approach Toward Dealing with Credit 

Risk

ÅAvoid the risk

ÅBe financially capable of withstanding market risk

ÅMake default risk as small as possible

ÅEvaluate opportunities to shift remaining risk 

ÅCollateralization

*Concept from 2005 ISDA Collateral Guidelines
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Issue Identification and Status

Risk Avoidance

Capital Strength

Shrink Risk

Shift Risk

Collateralization

ÅEstablish more stringent membership 
criteria (Membership Subcommittee)

ÅRequire completion of FTR training

ÅReview information policies (ISO-to-
stakeholders; ISO-to-ISO)

ÅEstablish minimum capitalization criteria

ÅPosition for bankruptcy protection

ÅProvide ISO liquidation rights

ÅMethodology to close-out portfolio

ÅImprove market design to permit more 
frequent auctioning of positions (MC)

ÅInsurance (Credit / FTR)

ÅFTR / ARR Default Fund

ÅStakeholder default reserve fund

ÅClearinghouse

ÅLiquid collateral ïCash / LOCs

ÅMark-to-market

ÅMark-to-model

ÅPortfolio margining
ÅScenario analysis

Recommended

Recommendation pending details

Rejected

Topic moved to B&F
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