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[bookmark: _Toc280628648]Responding to this paper 
The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the ESMA Discussion Paper on Review of Article 26 of RTS 153/2013, published on the ESMA website.

Instructions
Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response to ESMA so as to allow us to process it properly. Therefore, ESMA will only be able to consider responses which follow the instructions described below:
· use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
· do not remove the tags of type <ESMA_ QUESTION_RTS_153_26_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and
· if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.
Responses are most helpful:
· if they respond to the question stated;
· contain a clear rationale, including on any related costs and benefits; and
· describe any alternatives that ESMA should consider

Naming protocol
In order to facilitate the handling of stakeholders responses please save your document using the following format:
ESMA_ RTS_153_26_NAMEOFCOMPANY_NAMEOFDOCUMENT.
E.g. if the respondent were XXXX, the name of the reply form would be:
ESMA_RTS_153_26_XXXX_REPLYFORM or 
ESMA_RTS_153_26_XXXX_ANNEX1
To help you navigate this document more easily, bookmarks are available in “Navigation Pane” for Word 2010 and in “Document Map” for Word 2007.

Deadline
Responses must reach us by 30 September 2015.
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
[bookmark: _Toc335141334]
Publication of responses
All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that a confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
[bookmark: _Toc335141335]
Data protection
Information on data protection can be found at www.esma.europa.eu under the headings ‘Legal notice’ and ‘Data protection’.



Introduction
Please make your introductory comments below, if any:
< ESMA_COMMENT_RTS_153_26_1>
Shell welcomes the opportunity to respond to ESMA’s Discussion Paper on the Review of Article 26 of RTS 153/2013. Shell broadly supports the responses provided by ISDA and FIA on this important topic. However, we would like to highlight several matters that could 1) have a material impact on market participants such as Shell who are clearing members of CCPs but only clear transactions on behalf of other members of the same group and 2) result in additional risk being introduced into the financial system.

Shell International Trading and Shipping Company Limited (“STASCO”) is a clearing member of ICE Futures Europe and ICE Clear Europe. It maintains those memberships in order to execute and clear commodity derivatives for its own account and on behalf of other entities within the Royal Dutch Shell Group. Such ‘self-clearing’ arrangements substantially eliminate any systemic risk Shell’s trading activities potentially pose to the wider financial system and enable Shell to deploy its capital more efficiently.

We are particularly concerned by ESMA’s proposal that house accounts and accounts of entities in the same group of the clearing members should continue to be margined with the same 2 day MPOR. 

In light of the above, we have limited our comments to this specific issue in our response to Question 6.  
< ESMA_COMMENT_ RTS_153_26_1>

ESMA welcomes views on the assumption that client margins maintained at CCP level on a OSA gross margining with one-day liquidation period would generally be higher than margin held at the CCP under an OSA net with a two-day liquidation period. Please, provide quantitative analysis on the effect of the reduction of margin on the basis of 2 vs. 1 day MPOR and of the net (between clients’ positions) margining vs gross margining. Please also consider the potential impact of the case in which a one-day OSA gross is considered equivalent to the EU system and the RTS are not changed and the impact for the whole system if the MPOR at CCP level is reduced.
<ESMA_QUESTION_RTS_153_26_1>

 
<ESMA_QUESTION_RTS_153_26_1>
If the RTS were modified to allow one-day gross margin collection for ETDs, should this be extended to financial instruments other than OTC derivatives? What are the costs and benefits of either approach?
<ESMA_QUESTION_RTS_153_26_2>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RTS_153_26_2>
If a differentiation of MPOR is made for ETDs depending on the gross or net collection of margins, should this differentiation be made for OTC derivatives as well? Would seven days MPOR for OTC derivatives be appropriate for net OSA? Please, provide quantitative analyses in support of your answer.
<ESMA_QUESTION_RTS_153_26_3>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RTS_153_26_3>
Should ISA and gross OSA be treated equally in terms of MPOR? Please provide quantitative evidence to support your arguments.
<ESMA_QUESTION_RTS_153_26_4>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RTS_153_26_4>
Do you consider that specific conditions should apply in order to ensure that margins are called intraday in case the MPOR is reduced to 1-day under a gross client margins collection?
<ESMA_QUESTION_RTS_153_26_5>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RTS_153_26_5>
Do you agree that entities of the same group as clearing members should not be allowed to benefit from a lower MPOR even if they chose an OSA gross or ISA account? What are the costs and benefits of either approach?
<ESMA_QUESTION_RTS_153_26_6>
As noted in our introductory remarks, STASCO fulfils an important role in providing access to CCP clearing arrangements for other Shell group companies. In doing so, it enables Shell to manage risk more effectively and deploy its capital efficiently. Unlike most other clearing members, STASCO does not have any other external third party clients to whom it provides clearing services. 

By imposing the same 2 day MPOR as house accounts on affiliates, self-clearers such as Shell are placed at a significant competitive disadvantage to those who are not. It also could introduce unnecessary risks into the financial system. As noted in paragraph 37 of the Discussion Paper, ESMA does indeed create an incentive for clearing members such as STASCO to reconsider restructuring its activities. We see no reason why affiliates should be treated any differently to any other third party client. We firmly believe affiliates should benefit from the same MPOR treatment.

ESMA’s proposals will have the effect of forcing self-clearers such as Shell into the arms of a clearing broker. This would have the perverse effect of increasing risk in the system rather than mitigating it due to:

· Increases in counterparty risk when counterparty is a clearing broker and not the CCP
· Certain elements of processes/controls that the self-clearer operates may need to be released to the clearing broker (monitoring, trade checking, reporting etc.), which changes the risk profile of the self-clearer
· The movement of systemic risk away from CCP’s and onto Clearing Brokers
· Increased  guaranty fund contributions resulting from fewer clearing members, which increases concentration risk; this further increases incentive for House accounts to move to Clearing Brokers, creating what is essentially a feedback loop that concentrates risk at  the Clearing Brokers (of whom there is a diminishing pool)

[bookmark: _GoBack]
<ESMA_QUESTION_RTS_153_26_6>
Do you consider that specific conditions (e.g. compulsory pre-existing arrangement with a back-up clearing member) should apply in order to enhance the portability of client positions in order to benefit for the gross margining with one-day liquidation period? What conditions in your view would enhance the portability of client accounts? What are the costs and benefits of the suggested condition? Is it feasible that each client in an OSA would nominate a back-up clearing member or could this be a practical impediment to the establishment of gross margining? Is it feasible to expect an alternative clearing member to guarantee to accept porting of a client’s positions in the event of the primary clearing member’s default?
<ESMA_QUESTION_RTS_153_26_7>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RTS_153_26_7>
Is there any other aspect or concern that ESMA should consider when reviewing Article 26 with respect to client accounts?  
<ESMA_QUESTION_RTS_153_26_8>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_RTS_153_26_8>
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