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1. Department or Agency 2. Fiscal Year

Commodity Futures Trading Commission 2021

3. Committee or Subcommittee 3b. GSA Committee No.
Market Risk Advisory Committee 2494

4. Is this New During Fiscal 5. Current 6. Expected Renewal 7. Expected Term
Year? Charter Date Date

No 04/29/2020 04/29/2022

8a. Was Terminated During 8b. Specific Termination 8c. Actual Term
FiscalYear? Authority Date

No

9. Agency Recommendation for Next10a. Legislation Req to 10b. Legislation
FiscalYear Terminate? Pending?
Continue Not Applicable Not Applicable
11. Establishment Authority Agency Authority

12. Specific Establishment 13. Effective 14. Commitee 1l4c.
Authority Date Type Presidential?
Commission Order 04/24/2014 Continuing No

15. Description of Committee Non Scientific Program Advisory Board

16a. Total Number of No Reports for this

Reports FiscalYear

17a. Open 1 17b. Closed 0 17c. Partially Closed 0 Other Activities 0 17d. Total 1

Meetings and Dates

Purpose Start End

To receive reports from the MRAC subcommittees: Climate-related Market Risk, CCP Risk and

Governance, Market Structure, and Interest Rate Benchmark Reform; and to discuss diversity, equity, ~ 02/23/2021 - 02/23/2021
and inclusion in the derivatives markets as well as other related financial markets.

Number of Committee Meetings Listed: 1
Current FY Next FY

18a(1). Personnel Pmts to Non-Federal Members $0.00 $0.00
18a(2). Personnel Pmts to Federal Members $0.00 $0.00
18a(3). Personnel Pmts to Federal Staff $0.00 $0.00
18a(4). Personnel Pmts to Non-Member Consultants $0.00 $0.00
18b(1). Travel and Per Diem to Non-Federal Members $0.00 $0.00
18b(2). Travel and Per Diem to Federal Members $0.00 $0.00
18b(3). Travel and Per Diem to Federal Staff $0.00 $0.00
18b(4). Travel and Per Diem to Non-member Consultants $0.00 $0.00
18c. Other(rents,user charges, graphics, printing, mail, etc.) $0.00 $0.00

18d. Total $0.00  $0.00



19. Federal Staff Support Years (FTE) 0.00 0.00

20a. How does the Committee accomplish its purpose?

The MRAC was established to conduct public meetings, advise, and submit reports and
recommendations to the Commission on matters of public concern to clearinghouses,
exchanges, intermediaries, market makers, end-users, and the Commission regarding
systemic issues that impact the stability of the derivatives markets and other related
financial markets, and to otherwise assist the Commission in identifying and
understanding the impact and implications of an evolving market structure and movement
of risk across clearinghouses, intermediaries, market makers and end-users. During this
fiscal year, the MRAC held two meetings. At the December 11, 2019 meeting, the MRAC
received status reports from its subcommittees (Climate-related Market Risk, CCP Risk
and Governance, Market Structure, and Interest Rate Benchmark Reform) and discussed,
with respect to LIBOR transition, (1) the CFTC Office of the Chief Economist’s research
paper “Legacy Swaps under the CFTC’s Uncleared Margin and Clearing Rules” and the
Interest Rate Benchmark Reform Subcommittee’s independent analysis and estimate of
the additional initial margin that would be posted system-wide if current IBOR swap trades
with legacy status were brought under the uncleared margin rules after a transition (initial
margin impact findings); (2) recent developments involving the International Swaps and
Derivatives Association’s derivatives fallback consultations, including pre-cessation
triggers and the parameters for benchmark fallback adjustments; and (3) the CME and
LCH proposals for transitioning price alignment interest and discounting for U.S. dollar
over-the-counter cleared swaps to the Secured Overnight Financing Rate, including areas
for coordination and risk considerations. At this meeting, the MRAC voted (1) to approve
the Interest Rate Benchmark Reform Subcommittee’s initial margin impact findings and to
submit the findings to the Commission for consideration; and (2) to hold a table top
exercise simulating the October 2020 price alignment interest and discounting transition.
At the second meeting, held on July 21, 2020, the MRAC received status reports from its
subcommittees (Climate-related Market Risk, CCP Risk and Governance, Market
Structure, and Interest Rate Benchmark Reform (which included a report on the CCP
Discounting Transition tabletop discussion held at the direction of the MRAC)) and
discussed: (1) market function and performance during the early months of COVID-19;
and (2) COVID-19’s impact on central counterparty clearing in the early part of 2020,
including margin, clearing volumes, stress testing, and operational health. At this meeting,
the MRAC voted to adopt the Interest Rate Benchmark Reform Subcommittee’s report
and recommendations from the CCP Discounting Transition tabletop discussion and to
submit the report and recommendations to the Commission for consideration. The report
and its recommendations will also be included as a part of a larger report from the MRAC
to the Commission at a later date. The discussions at these MRAC meetings on critical



market risk and market structure issues (i.e., LIBOR transition and the impact of
COVID-19 on market function and performance and central counterparty clearing)
accomplished the MRAC'’s purpose of assessing the impact and implications of
developments in the structure of the derivatives markets, as well as systemic issues that
impact the stability of the derivatives markets and other related financial markets.

20b. How does the Committee balance its membership?

The MRAC ensures its membership is balanced by appointing individuals who represent
groups with an interest in the MRAC’s mission and function and reflect a wide range of
perspectives and interests, including those that may be conflicting, related to the
derivatives markets and other financial markets. Its membership consists of the following
types of representatives: (1) end-users; (2) exchanges; (3) swap execution facilities; (4)
swap data repositories; (5) clearinghouses; (6) asset managers; (7) intermediaries; (8)
market makers; (9) service providers; (10) academia; (11) public interest groups; (12) and
regulators.

20c. How frequent and relevant are the Committee Meetings?

The MRAC typically meets two or more times per calendar year. The subjects of market
risk and the evolution of market structure are highly relevant to the work of the CFTC. In
addition, addressing systemic risk is at the heart of the Commission’s mission. In 2018,
through a formal request for comment submissions in the Federal Register, the
Commission sought public input on potential topics for the MRAC to prioritize in making
recommendations to the CFTC on how to improve market structure and mitigate systemic
risk. Moreover, at the July 2018 meeting of the then newly-reconstituted Committee,
MRAC members provided suggestions regarding the Committee’s priorities and agenda.
This discussion was an invaluable opportunity for the Commission to hear a wide range of
market participants discuss risks in our markets that the Commission may not be
addressing, or addressing inadequately. These public and member comments taken
together with current market events were used to determine the discussion topics for the
Fiscal Year 2020 meetings.

20d. Why can't the advice or information this committee provides be obtained
elsewhere?

Currently, the Commission does not have another manner in which to obtain regular
feedback from the public, market participants, and registrants on market risk and systemic
market issues that could impact the stability of derivatives and other markets. The MRAC
helps the Commission understand how the public, market participants, and registrants are
affected by structural changes in the derivatives and other financial markets. Accordingly,
the MRAC assists the Commission with respect to developments in the structure of the



derivatives markets and the effects that such changes may have on systemic issues that
could impact the stability of derivatives and other financial markets.

20e. Why is it necessary to close and/or partially closed committee meetings?
N/A

21. Remarks

Designated Federal Officer
Alicia L Lewis Special Counsel, Division of Clearing and Risk

Committee ) Member
Start End Occupation ) )
Members Designation
Banaei, B. Executive Director, Global Head of Clearance and Settlement, IHS  Representative
06/26/2018 06/14/2021 )
Salman Markit Member
Berger, Managing Director and Global Head of Government & Regulatory Representative
06/22/2018 06/14/2021 -
Stephen Policy, Citadel Member
Berner Clinical Professor of Management Practice in Finance and Co-DirectorSpecial Government
Richarc,i 11/15/2019 06/14/2021 of the Stern Volatility and Risk Institute, NYU Stern School of Employee (SGE)
Business Member
. . . . . ) Representative
Betsill, Lee  06/28/2018 06/14/2021 Managing Director and Chief Risk Officer, CME Group Member
) . . Representative
Borish, Peter 06/24/2020 06/14/2021 Chief Strategist, Quad Group
Member
Chatterjee, Representative

) 06/22/2018 06/14/2021 Global Head of Markets BCE Management, Citigroup
Biswarup Member

Board Member, Futures Industry Association and Global Co-Head of

Crighton, . . . Representative
. 07/12/2018 06/14/2021 Futures and Head of OTC and Prime Clearing Businesses, Goldman
Alicia Member
Sachs
Dickens, Managing Director and Chief Operating Officer, HSBC Global Representative
. 09/02/2020 06/14/2021

Chris Markets, EMEA Member

Goodwin, . . . . Representative
07/15/2020 06/14/2021 Regional Compliance Director, BP IST Global Americas

Shelly Member

Graulich, Member of the Executive Board and Chief Strategy Officer, Eurex Representative

. 06/25/2018 06/14/2021 .

Matthias Clearing AG Member

Harper, . . Representative
06/26/2020 06/14/2021 Head of Public Policy and Market Structure, DRW

W.Graham Member

Hayden, . . ) . . ) Representative
07/01/2018 06/14/2021 Vice President, Trading Compliance, Calpine Corporation

Frank Member

Hopkins, . ) ) ) Representative

. 06/27/2018 06/14/2021 Clearing House Counsel, Minneapolis Grain Exchange

Lindsay Member

Hunter, Senior Vice President and Director of Accounting Operations, Federal Representative
06/25/2018 06/14/2021

Annette Home Loan Bank of Atlanta Member

Karousos, Chief Risk Officer, Nodal Clear, LLC, and Managing Director, Market Representative

) 06/29/2018 06/14/2021 . ) )
Demetri Administration and Surveillance, Nodal Exchange, LLC Member

Managing Director, Deputy Head of Counterparty & Concentration Representative
Kiely, Eileen 06/29/2020 06/14/2021 229" Pty party P

Risk, Black Rock Member
Kleinbauer, Global Head — Rates and Equity e-Trading, Bloomberg LP and Vice Representative
06/22/2018 06/14/2021 )
Derek President, Bloomberg SEF LLC Member
Klimpel, . . . . . Representative
06/29/2018 06/14/2021 Managing Director, The Depository Trust & Clearing Corporation
Laura Member
Mangrelli, Representative

11/18/2019 06/14/2021 Director, Chatham Financial
Robert Member



McClear, ) . . Representative
] 06/29/2018 06/14/2021 Corporate Risk Officer, Intercontinental Exchange, Inc.
Kevin Member
McLaughlin, . . ) Representative
. 06/29/2018 06/14/2021 Group Chief Risk Officer, LCH Group
Dennis Member
Messinger, . . . . . Representative
] 06/25/2018 06/14/2021 Senior Advisor, Virtu Financial
Craig Member
Michaels, Executive Vice President, Financial Risk Management, The Options  Representative
06/22/2018 06/14/2021 i )
Dale Clearing Corporation Member
Murphy, Managing Director and Global Head of the Futures Division, Mizuho Representative
07/02/2018 06/14/2021 )
John Americas Member
Priyadarshi, Principal, Global Head of Portfolio Risk Management and Derivatives, Representative
06/25/2018 06/14/2021
Sam Vanguard Member
Raiff, Senior Managing Director and Deputy Head of Global Markets, Representative
06/25/2018 06/14/2021 . .
Jonathan Nomura Global Financial Products, Inc. Member
Rosenberg, Managing Director and Global Head of Clearing House Risk and Representative
. 06/27/2018 06/14/2021
Marnie Strategy, JP Morgan Member
Shanahan, ) . . . . Representative
06/22/2018 06/14/2021 Vice President — Financial Regulatory Compliance, CoBank ACB
James Member
o Associate General Counsel, Chief Legal Officer — Cboe FX Markets Representative
Shemie, Lisa 06/22/2018 06/14/2021
and Cboe SEF Member
Simkins Academia, Head of Finance Department, Professor and Williams Special Government
Beit ' 06/26/2018 06/14/2021 Companies Chair in Business, Oklahoma State Universit, Spears Employee (SGE)
y School of Business Member
Slocum, . L Representative
06/27/2018 06/14/2021 Director, Energy Program, Public Citizen
Tyson Member
Srinivasan, Co-Head of Market Risk Specialists, Securities Division, Goldman Representative
. 06/24/2020 06/14/2021
Sujatha Sachs Member
Stanley, . . . . . Representative
06/29/2018 06/14/2021 Policy Director, Americans for Financial Reform
Marcus Member
Steigerwald, Senior Policy Advisor, Financial Markets, Federal Reserve Bank of  Representative
07/09/2018 06/14/2021 _ .
Robert Chicago Member
Tramontana, Vice President and Senior Counsel, Federal Reserve Bank of New  Representative
. 06/27/2018 06/14/2021
Janine York Member
Executive Vice President and Deputy General Counsel in the Legal .
. . . - Representative
Zakir, Nadia 06/10/2019 06/14/2021 and Compliance Department, Pacific Investment Management Member
Company, LLC
Representative
Zucker, Scott 06/22/2018 06/14/2021 Chief Administrative Officer, Tradeweb Me?’nber

Number of Committee Members Listed: 37

Narrative Description

The Commission's mission is to promote the integrity, resilience, and vibrancy of the U.S.
derivatives markets through sound regulation. The MRAC supports this mission and the
agency's strategic plan by assisting the Commission with identifying and understanding
the impact and implications of an evolving market structure, examining systemic issues
that threaten the stability of the derivatives markets and other financial markets, and the
movement of risk across clearinghouses, exchanges, swap execution facilities, swap data
repositories, intermediaries, market makers and end-users.

What are the most significant program outcomes associated with this committee?



Checked if Applies
Improvements to health or safety
Trust in government v
Major policy changes
Advance in scientific research
Effective grant making
Improved service delivery
Increased customer satisfaction
Implementation of laws or regulatory requirements
Other v

Outcome Comments

The MRAC assists with assessing issues impacting clearinghouses, exchanges, swap
execution facilities, swap data repositories, intermediaries, market makers, and
end-users, and also contributes to pending rule rulemakings and policy considerations
within the Commission.

What are the cost savings associated with this committee?
Checked if Applies
None
Unable to Determine v
Under $100,000
$100,000 - $500,000
$500,001 - $1,000,000
$1,000,001 - $5,000,000
$5,000,001 - $10,000,000
Over $10,000,000
Cost Savings Other

Cost Savings Comments
N/A

What is the approximate Number of recommendations produced by this committee
for the life of the committee?
3

Number of Recommendations Comments
The MRAC submitted three formal recommendations to the Commission in Fiscal Year
2020. The first recommendation was to conduct a tabletop exercise on the CCP



Discounting Transition. The second recommendation was for the Commission to consider
the Interest Rate Benchmark Reform Subcommittee’s initial margin impact findings (i.e.,
the subcommittee’s independent analysis and estimate of the additional initial margin that
would be posted system-wide if current IBOR swap trades with legacy status were
brought under the uncleared margin rules after a transition away from LIBOR). The third
recommendation was for the Commission to consider the recommendations in the Interest
Rate Benchmark Reform Subcommittee’s Report on the CCP Discounting Transition
tabletop discussion. This report contained recommendations for the CCPs (CME Inc. and
LCH Limited), futures commissions merchants, buyside participants, and market
regulators. With respect to market regulators, the following actions were recommended: ¢
Consider implications of Part 43 and other global real-time public reporting requirements
for discounting risk swaps vis-a-vis potential concerns that broader market transparency
into auction portfolios may disincentivize aggressive bidding and therefore potential
benefits of the auctions. Also consider implications of reporting / not reporting on
transactions that are purely intended to give effect to cash compensation payment. ¢
Confirm treatment and consider relief from tax and accounting implications of pre-hedging
auction related exposures. « Consider other areas for no action or interpretive relief that
would facilitate discounting transition, potentially including relief in the uncleared market
for swaptions and amendments to credit support annexes (CSAs) as proposed by the
ARRC in its June 16th letter to Division of Swap Dealer and Intermediary Oversight. The
initial margin impact findings and the recommendations from the CCP Discount Transition
table top discussion will also be included in a larger set of recommendations that will be
forwarded to the Commission upon completion and approval of the work conducted by the
MRAC'’s subcommittees.

What is the approximate Percentage of these recommendations that have been or
will be Fully implemented by the agency?
33%

% of Recommendations Fully Implemented Comments

The Commission fully implemented the MRAC’s recommendation to conduct a tabletop
discussion on the October 2020 CCP Discounting Transition. The tabletop discussion was
implemented with the assistance of the Interest Rate Benchmark Reform Subcommittee
which held the discussion. The initial margin impact findings and the recommendations
from the CCP Discount Transition table top discussion were submitted to the Commission
for consideration. We note that, in order to facilitate the transition from LIBOR and other
IBORs to alternative reference rates, CFTC Staff issued no-action relief from the
following: « Trade execution requirement for swaps that reference LIBOR or other IBORs,
on August 31, 2020; « Swap clearing requirement and related exceptions and exemptions,



on August 31, 2020; « Registration de minimis requirements, uncleared swap margin
rules, business conduct requirements, confirmation, documentation, and reconciliation
requirements, and certain other eligibility requirements, required of swap dealers, on
August 31, 2020. « Part 43 public reporting requirements for relevant swaps related to the
CME Inc and LCH Limited SOFR discounting transition auctions on October 13, 2020.

What is the approximate Percentage of these recommendations that have been or
will be Partially implemented by the agency?
0%

% of Recommendations Partially Implemented Comments
N/A

Does the agency provide the committee with feedback regarding actions taken to
implement recommendations or advice offered?
Yes No Not Applicable v

Agency Feedback Comments
Formal feedback on the tabletop was unnecessary as it involved straightforward
implementation of the tabletop exercise.

What other actions has the agency taken as a result of the committee's advice or
recommendation?
Checked if Applies
Reorganized Priorities
Reallocated resources
Issued new regulation
Proposed legislation
Approved grants or other payments
Other

Action Comments
N/A

Is the Committee engaged in the review of applications for grants?
No

Grant Review Comments
N/A



How is access provided to the information for the Committee's documentation?
Checked if Applies

Contact DFO

Online Agency Web Site v
Online Committee Web Site

Online GSA FACA Web Site v
Publications

Other

Access Comments
N/A



