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Clearing and Bookkeeping Processing for CME Europe Deliverable Gas Futures 
 
 
Introduction 
 
On 19 January 2015, CME Europe introduced a suite of futures products on natural gas, including both 
physically deliverable and financially-settled products. 
 
In most respects the new deliverable gas  contracts behave like any futures product and pose no issues 
for clearing firm bookkeeping systems.  These contracts do, however, have three special features:  (a) 
the cascade of positions in the monthly contracts into positions in the daily contracts; (b) the 
assessment of special delivery margin requirements for maturing positions in the daily contracts; and (c) 
the booking of the invoice amounts for the daily contracts.  This advisory describes these features and 
the functions in CME’s clearing system and firm bookkeeping systems which will allow processing to be 
automated. 
 
 
The contracts in brief 
 
There are two sets of deliverable gas futures being introduced – on the UK National Balancing Point and 
on the Netherlands Title Transfer Facility.  There are monthly and daily contracts for each.  Product 
codes are NME and NDE for the UK monthly and daily contracts, respectively, and TME and TDE for the 
Netherlands monthly and daily contracts respectively. 
 
The UK contracts are denominated in GBP and are for 1,000 UK therms per day.  They are quoted in 
pence per therm, to a precision of 0.005 pence per therm.  The contract value factor (contract 
multiplier) is 10.0 for each daily contract, and 10.0 times the number of calendar days in the month for 
each monthly contract.  For physical delivery, therms are converted to kilowatt-hours at a rate of 
29.3071 kilowatt-hours per therm. 
 
The Netherlands contracts are denominated in EUR and are for one megawatt-hour per hour.  They are 
quoted in EUR per megawatt-hour, to a precision of 0.005 EUR per MWHr.  For each daily contract, the 
contract value factor is 24, for the number of hours per day (except for one day per year when the factor 
is 23 and another day where the factor is 25, due to the shift in daylight savings time).  For the monthly 
contracts, the contract value factor is 24 times the number of days per month (again adjusted as needed 
for the two days per year when the shift to/from daylight savings time is occurring.) 
 
The monthly contracts mature on the third UK business day prior to the start of the contract month.  
Each daily contract matures on the second UK business day prior to the gas delivery day, and the invoice 
amount is included in the daily settlement amount at end of day on the first UK business day following 
gas delivery.   
 
These date conventions have been selected so that the delivery margin requirement becomes due at the 
last possible point in time allowing it to be collected prior to gas delivery, and so that the delivery 
margin is removed and the invoice amount paid or collected, at the first possible point in time following 
confirmation of completed delivery. 
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Details of the daylight savings time shift 
 
For the Netherlands contracts, daylight savings time begins on the last Sunday in March, and on the 
immediately preceding Saturday, there are 23 hours in the day.  In 2015, this occurs on Saturday, March 
28.  So the CVF for the March 28 2015 daily contract is 23.  And since there are 31 calendar days in 
March, the CVF for the March 2015 monthly contract is equal to 30 times 24, plus 23, or 743, 
 
Daylight savings time ends on the last Sunday in October, and on the immediately preceding Saturday, 
there are 25 hours in the day.  In 2015, this occurs on Saturday, October 24.  So the CVF for the October 
24 2015 daily contract is 25.  And since there are 31 calendar days in October, the CVF for the October 
2015 monthly contract is equal to 30 times 24, plus 25, or 745. 
 
The adjustment to the contract value factor affects both the calculation of settlement variation and 
invoice amounts, and the actual amount of gas delivered. 
 
 
Implementation and testing schedule 
 
The first deliverable monthly and daily contracts are for March 2015.  Hence: 
 

 The first date on which the a monthly contract will mature is Wednesday, 25 February. 

 The first date on which a monthly-to-daily cascade occurs is Thursday, 26 February. 

 The first date on which a daily contract matures and is assessed a delivery margin requirement is 
Thursday, 26 February. 

 The first date on which a daily contract has its invoice amount assessed is Monday, 2 March. 
 
The deliverable gas contracts are fully live now in CME Clearing Europe’s “New Release” testing 
environment.  So firms wishing to test the monthly-to-daily cascade may do so at end of January for a 
hypothetical February contract, or at any month end thereafter, and firms wishing to test the booking of 
the delivery margin requirement and invoice amounts for the daily contracts may do so at any time. 
 
 
The position-keeping choice:  client-specific or client-omnibus 
 
CME Clearing Europe allows its clearing member firms to choose either client-specific or client-omnibus 
position keeping.  With client-specific position keeping, the firm registers the client account number, 
and submits trades with that client account number.  Positions are kept in the clearing system for each 
individual client.  With omnibus position keeping, by contrast, positions in the clearing system are kept 
in an overall position account holding positions of many clients. 
 
Clearing firms may choose either mode of position keeping for client positions in the deliverable gas 
contracts, exactly as they would for any CMECE product, and this is true regardless of whether the firm 
has elected the omnibus gross (customer gross margining) or omnibus net (customer net margining) 
customer protection regime. 
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The cascade of the monthly positions into daily positions 
 
The monthly contracts mature on the third UK business day prior to the gas delivery month.  At end of 
day on that day, variation amounts and initial margin requirements are calculated on the final positions 
as on any other day. 
 
First thing on the next business day, the final positions in the monthly contracts are removed, and 
replaced with a strip of positions in each daily contract, at the final settlement price of the monthly 
contract.  We call this the “cascade” of positions in the monthly contract into positions in the daily 
contracts. 
 
So that this may be automated in firm bookkeeping systems, the clearing system will feed the 
bookkeeping systems with FIXML transaction confirmation messages (a) to establish the positions in the 
daily contracts, and (b) optionally, to offset the positions in the expired monthly contract.  These 
transactions will be provided as “transfers”, and they will carry a special trade subtype value of 200 and 
a special input source value of DLV to allow them to be identified as transactions associated with the 
cascade.  There will be no fee associated with these transactions, of course. 
 
If the firm has elected client-specific position keeping, then the cascade transactions will have the exact 
client account ID that the firm has specified.   
 
If the firm has elected client-omnibus position keeping, then it may elect to provide the breakdown of 
client account ID’s for the cascade transactions, either via an online GUI or by submitting the Delivery 
Intents file, a simple CSV-format datafile.  Cascade transactions for positions broken down in this 
manner will have the client account ID as specified, and cascade transactions for any remaining position 
quantities will have DLVRY provided as the client account ID. 
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Delivery margin requirements for maturing positions in the daily contracts 
 
Each daily contract ceases trading on the second UK business day prior to the gas delivery day.  
Beginning at end of day on that day, and continuing up to (but not including) the first UK business day 
following gas delivery, final positions are assessed a special delivery margin requirement.  Net short 
positions are margined “naked” in SPAN, without allowing any risk offsets against any other positions, 
and net long positions are assessed an initial margin requirement equal to the full invoice amount to be 
paid for the gas. 
 
Data is provided in the daily SPAN risk parameter files published by CME Clearing Europe to allow this 
calculation to be automated, and major firm bookkeeping systems have been enhanced so that the 
special delivery margin requirements are automatically calculated and included in the initial margin 
requirement. 
 
In addition, the daily Customer Margin Requirements datafile provided by CME Clearing Europe can 
provide the initial margin requirement amounts for each client, which can then automatically be loaded 
to books. 
 
If firms have elected client-specific position keeping, then the Customer Margin Requirement datafile 
will automatically provide the client-by-client margin requirements. 
 
If firms have elected client-omnibus position keeping, then the Customer Margin Requirement datafile 
will provide client-by-client margin requirements based on the CGM (Customer Gross Margining) 
position file submitted by the firm.  Note that the CGM file may be submitted by the firm regardless of 
whether it has elected the omnibus gross or omnibus net customer protection regime. 
 
 
Providing the breakdown of client positions for physical delivery 
 
If the firm has elected client-specific position keeping, it will provide the National Grid shipper code to 
be used for physical delivery for each such client account when the account is onboarded. 
 
Alternatively, if the firm has elected client-omnibus position keeping, it will need to provide the 
breakdown of matured positions in each daily contract by end of day on the contract’s last day of 
trading.  It may do this either via the GUI or by submitting the CSV-format Delivery Intents datafile.  This 
breakdown will identify individual client accounts, and for each such account the firm will have 
previously provided the National Grid shipper code to be used. 
 
CMECE will provide a special Delivery Requirements File at end of day on the last day of trading for each 
daily contract, showing the client-by-client breakdown of the matured positions, together with the 
details of physical delivery and the booking of the invoice amounts. 
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Invoice amounts and physical delivery for the daily contracts 
 
The “clearing settlement date” for each daily contract is the first UK business day following the gas 
delivery day.  In the end of day clearing cycle on that day, the delivery margin requirement is removed, 
and the invoice amount is included in the total settlement variation amount to be banked the next 
morning.   The invoice amount is included in the FIXML Trade Register as a cash adjustment value for the 
position record. 
 
Major firm bookkeeping systems have been enhanced so that (a) the invoice amount is automatically 
booked as a cash adjustment, and (b) this is recognized in the money balancing process so that there are 
no breaks. 
 
Firms may also elect to use the Delivery Requirements File to book the invoice amounts. 
 
Note that the delivered gas contracts are not subject to any payment or reporting of Value-Added Tax 
(VAT), and that the invoice amount is a “clean” amount calculated simply as the product of the final 
position quantity, the final settlement price, and the contract value factor. 
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Summary of Clearing Firm Choices 
 
If the firm has chosen the Omnibus Gross Customer Protection Regime (ie, Customer Gross Margining): 
 

If the firm has chosen Client-Specific Position Keeping: 
 

Transfer transactions to remove positions in the monthly contracts and establish 
positions in the daily contracts will automatically have the desired client account ID’s. 
 
Initial margin requirements will automatically be calculated and reported at the 
individual client-account level. 
 
Delivery invoice amounts and delivery instructions will automatically be generated at 
the individual client-account level. 
 

If the firm has chosen Omnibus Position Keeping: 
 

The firm may submit intents to specify the breakdown of positions in the maturing 
monthly contracts.  Transfer transactions generated for the cascade will have client 
account ID’s as specified, and client account ID of DLVRY for any remaining position 
quantity. 
 
The firm must submit a CGM (Customer Gross Margining) position file each night to 
allow margin requirements to be calculated for each client. 
 
The firm must submit intents to provide the breakdown of positions in each maturing 
daily contract. 
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If the firm has chosen the Omnibus Net Customer Protection Regime (ie, Customer Net Margining): 
 

If the firm has chosen Client-Specific Position Keeping: 
 

Transfer transactions to remove positions in the monthly contracts and establish 
positions in the daily contracts will automatically have the desired client account ID’s. 
 
Initial margin requirements will automatically be calculated on the total net positions 
across clients, but will be reported both at the level of the net position and the 
individual client account. 
 
Delivery invoice amounts and delivery instructions will automatically be generated at 
the individual client-account level. 
 

If the firm has chosen Omnibus Position Keeping: 
 

The firm may submit intents to specify the breakdown of positions in the maturing 
monthly contracts.  Transfer transactions generated for the cascade will have client 
account ID’s as specified, and client account ID of DLVRY for any remaining position 
quantity. 
 
The clearing system will automatically calculate the total margin requirement charged to 
the firm on a pure net basis, but the firm may submit a CGM (Customer Gross 
Margining) position file each night to allow margin requirements to be calculated and 
reported for each client. 
 
The firm must submit intents to provide the breakdown of positions in each maturing 
daily contract. 
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Documentation 
 
Full details for CME Europe’s new suite of natural gas contracts are available at: 
http://www.cmegroup.com/europe/products/energy/european-gas-products.html 
 
CMECE Advisory Notice 14-74, published on 18 December, provides full details on the financially-settled 
gas contracts, at: 
http://www.cmegroup.com/europe/clearing-europe/clearing/files/cmece-advisory-notice-14-74.pdf 
 
CMECE Advisory Notice 14-75, published on 18 December, provides full details on the physically-
deliverable gas contracts, at: 
http://www.cmegroup.com/europe/clearing-europe/clearing/files/cmece-advisory-notice-14-75.pdf 
 
CME Clearing Advisory Notice 14-141, published on 7 April 2014, provides full details on the 
enhancements to the SPAN file format to allow automation of margin calculations for physically 
deliverable futures.  It is at: 
http://www.cmegroup.com/tools-information/lookups/advisories/clearing/files/Chadv14-141.pdf 
 
In particular, beginning at end of day on the last day of trading for each daily contract, a value of LFV 
(“Long Full Value”) will be included in the Delivery Margin Method in bytes 169-173 on the type “B” 
record.  This has the business meaning to charge naked margins on net short positions and full-value 
margins on net long positions, up to but not including the clearing settlement date.  In addition, the 
Margin Removal Date is provided in bytes 174-181 on this record, indicating that the delivery margin 
requirement is removed at end of day on the clearing settlement date. 
 
Margin requirement amounts are provided to clearing firms in the Customer Margin Requirements 
datafile, documented at: 
http://www.cmegroup.com/clearing/files/PBRequirementsDatafiles.pdf 
 
Note that this file will contain both requirements calculated for each performance bond account at 
which positions are maintained in the clearing system, as well as for client positions submitted through a 
CGM (Customer Gross Margin) datafile.  You can distinguish between such records based on whether a 
value is provided or not in the CustAcct (Customer Account ID) field. 
 
The Delivery Requirements file, which provides the breakdown of deliverable positions in the daily 
contracts as well as invoice amount data, is described at: 
http://www.cmegroup.com/clearing/files/delivery-requirements.pdf 
 
The Delivery Intents File which firms may use to provide client-by-client breakdowns of positions in 
maturing monthly and/or daily contracts, is described at: 
http://www.cmegroup.com/clearing/files/delivery-intents-file-for-deliverable-swap-futures-and-
eurodollar-bundle-futures-2014-08-19.pdf 
 
A simple CSV-format Product Reference file for futures provides full details and all dates for each 
deliverable gas contract, and is described at: 
http://www.cmegroup.com/clearing/files/deliverable-contracts-datafile-csv-layout.pdf 
 
 
For more information 
 
For more information please contact CME Clearing Europe at +44 (20) 3379-3100. 
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