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RULE 22 
DEFAULT RULES 

 
Scope of the Rule 
 
This Rule 22 applies to all futures contracts listed for trading by the Exchange. 
 
 

Part A 
Shipment Default Rules – Pre Match-Up  

 
22A.01 Definitions  

 
For the purpose of this Part A: 

 
a. “Warrant Issuer” means the Merchant Participant which issued the Warrant(s). 
 
b. “Buyer” means the beneficial owner of a Delivery Certificate.  
 
c. “Delivery Day Price” means the settlement price on the day that the Tender 

Notice(s), applicable to the Warrant(s) pertaining to the Default Scenario, was 
presented to the Clearinghouse. 

  
d. “Default Scenario” means: 
 

(1) on the part of a Warrant Issuer; 
 

(i) being Insolvent, making an assignment for the benefit of 
creditors, issuing a notice of intention to file a proposal, filing a 
proposal, filing an assignment in bankruptcy, being the subject of 
a petition in bankruptcy, having a receiver, receiver and 
manager, liquidator or agent appointed over its property and 
assets, seeking protection under the Companies Creditors 
Arrangement Act S.C., as amended, or losing control of its 
property and assets, or any material portion thereof; 

 
(ii) evidence of an intention to cease doing business; 

 
(iii) the inability or unwillingness to renew its Merchant Participant 

status with the Exchange, on an annual basis as set out in the 
Rules;  

 
(iv) the inability or unwillingness to continually meet the obligations 

of Merchant Participant status with the Exchange;  
 
(v) the failure to maintain elevator registration(s) sufficient to support 

the Warrant obligation(s) it has outstanding;  
 
(vi) the failure to maintain stocks in store sufficient to meet its 

Warrant commitments; 
 
(vii) the failure to post Additional Indemnification as required by the 

Rules: 
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(viii) the failure to provide payment of the MOTF as required by Rule 
22A.04 g; or 

  
(ix)  any other event that, in the sole discretion of the Exchange, 

acting in good faith, materially impairs the Warrant Issuers’ ability 
to perform its obligations to the Exchange   constitutes an event 
of default.  

 
(2) on the part of a Buyer; 

 
(i) being Insolvent, making an assignment for the benefit of 

creditors, issuing a notice of intention to file a proposal, filing a 
proposal, filing an assignment in bankruptcy, being the subject of 
a petition in bankruptcy, having a receiver, receiver and 
manager, liquidator or agent appointed over its property and 
assets, seeking protection under the Companies Creditors 
Arrangement Act S.C., as amended, or losing control of its 
property and assets, or any material portion thereof; 

 
(ii) evidence of an intention to cease doing business; or 
 
(iii) any other event that, in the sole discretion of the Exchange, 

acting in good faith, materially impairs the Buyers ability to 
perform its obligations to the Exchange. ,  

    
e. “Defaulting Party” means a Warrant Issuer or a Buyer that has occasioned a 

Default Scenario. 
 
f. “Insolvent” means: 
 

(i)  Warrant Issuer or Buyer who is for any reason unable to meet its/his/her 
obligations as they generally become due, or 

(ii) a Warrant Issuer or Buyer who has ceased paying its/his/her current 
obligations in the ordinary course of business as they generally become 
due, or 

(iii) the aggregate of the property of the Warrant Issuer or Buyer is not, at fair 
valuation, sufficient, or, if disposed of at a fairly conducted sale under 
legal process, would not be sufficient to enable payment of all its/his/her 
obligations, due and accruing due. 

 
22A.02 Applicability  
 

This Part A applies to a Default Scenario that occurs between the time that: 
 

a. there has been a Warrant issued by a Merchant Participant  and monies have 
been exchanged for a Delivery Certificate(s) pursuant to the Rules of the 
Clearinghouse;  and 

 
b. a Buyer has notified the Exchange that it is calling for shipment and has been 

matched up with a Warrant Issuer pursuant to Exchange Rules. 
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22A.03 Default by Warrant Issuer 
 

In the event that in the sole determination of the Exchange a Default Scenario has 
occurred, and the Defaulting Party is a Warrant Issuer, the following shall occur: 
 
a. The Defaulting Party is responsible to each Buyer affected by the Default 

Scenario for the fair market value of the commodity pertaining to the Default 
Scenario and all costs and expenses relating to the Shipment Default. 

 
b. The Defaulting Party is responsible to the Exchange for all its costs and 

expenses pertaining to the Default Scenario at issue. 
 

c. The Exchange, at its sole discretion, shall call in all monies available (the “Fund”) 
as indemnification for the Warrant(s) pertaining to the Default Scenario at issue 
whereupon: 

 
(1) The Exchange shall identify all outstanding Delivery Certificates affected 

by the Default Scenario and determine the pro-rata reduction for each 
Delivery Certificate such that the amount of the reduction of the affected 
Delivery Certificates will total the Warrant obligations of the Defaulting 
Party.  The Exchange shall, in writing, advise each Buyer of the amount 
by which its Delivery Certificate(s) will be reduced, upon completion of all 
provisions of this Rule.   

 
(2) Each Buyer shall, within two (2) business days of receipt of the notice set 

out in subsection c. (1) above, provide to the Exchange a written 
accounting, which shall set out all its costs and expenses pertaining to 
the Default Scenario. The written accounting must include all evidence 
upon which the Buyer relies to support its determination of its costs and 
expenses including the fair market value of the commodity or 
commodities at issue, and full details of the costs and expenses the 
Buyer incurred that were due to the Default Scenario. 

  
In the event that a Buyer does not provide a written accounting as 
required by this Rule, the Exchange shall be entitled to determine same 
for the Buyer, and the Buyer shall be deemed to have accepted the 
amount(s) that the Exchange shall determine is reasonable in the 
circumstances. 

 
(3) The Exchange shall provide copies of the accounting(s) of the Buyer(s) 

to all other affected Buyers.  In the event that either the Exchange, or 
any other Buyer(s) affected by the Default Scenario disagrees with any 
of the accounting(s), the said party has two (2) business days from the 
date of receipt of the accounting(s) to refer the matter to a hearing of a 
panel of the Expedited Arbitration Committee.  Such referral must include 
a written statement outlining specifically what part(s) of the accounting(s) 
it takes issue with, the evidence upon which it will rely to support its 
position and details of the amounts it alleges are correct and accurate.  
The decision of the Expedited Arbitration Committee in this matter shall 
be final.  Failure to refer the matter to Expedited Arbitration as required 
above will result in deemed acceptance of the accounting(s). 

 
(4) The Exchange shall make the following calculation for each affected 

Buyer, using the amounts set out in the Buyer’s(s’) accounting(s), unless 
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the matter has been referred to Expedited Arbitration, in which case the 
amounts determined by the Expedited Arbitration panel shall be used: 

 
FMV  + c&e = M  

 
Where: 
 
FMV  = Fair Market Value of the commodity at issue 
c&e  = Costs and expenses of the Buyer  
M  = Monies owed  to the Buyer 

 
(5) In the event there are sufficient monies in the Fund to pay all affected 

Buyers the amount of the M, then payment will be made to each Buyer 
and the Buyers shall have no further claim against the Exchange.  In the 
event that there are insufficient monies in the Fund, then the monies in 
the Fund will be divided between all affected Buyers on a pro rata basis, 
and the Buyers shall have no further claims against the Exchange.  The 
Buyers may, independently, pursue a claim for the balance of the M from 
the Defaulting Party in such manner as they may elect. 

 
(6) The Exchange will calculate the costs and expenses it has incurred relating 

to the Default Scenario.  These costs and expenses shall include all staff 
time and legal fees and expenses on a fully recoverable basis.  The 
Exchange shall be entitled to recover its costs and expenses from the Fund 
after all affected Buyers have been paid the M in full.  In the event that the 
Fund does not have sufficient monies to cover the Exchange’s costs and 
expenses, the Exchange may pursue a claim for the balance of its costs 
and expenses from the Defaulting Party in such manner as it may elect. 

 
(7) In the event there are monies remaining in the Fund after all affected 

Buyers and the Exchange have been paid in full in accordance with this 
Rule, such monies shall be provided to the Defaulting Party provided it 
executes a form of Release as required by the Exchange. 

 
22A.04 Default by Buyer 
 

In the event that, in the sole determination of the Exchange, a Default Scenario has 
occurred and the Defaulting Party is a Buyer, the following shall occur;  
 
a. The Defaulting Party is responsible to each Warrant Issuer affected by the 

Default Scenario, for the fair market value of the commodity pertaining to the 
Default Scenario and all costs and expenses relating to the Default Scenario. 

 
b. The Defaulting Party is responsible to the Exchange for all its costs and 

expenses pertaining to the Default Scenario. 
 
c. The Exchange shall identify all outstanding Warrants affected by the Default 

Scenario and determine the pro-rata reduction for each Warrant such that the 
amount of the reduction of the affected Warrants will total the Delivery 
Certificates held by the Defaulting Party.  The Exchange shall, in writing, advise  
each Warrant Issuer of the amount by which its warrant obligations will be 
reduced, upon completion of this rule.    
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d. Each such Warrant Issuer shall, within five (5) business days of receipt of the 
notice set out in subsection c. above, provide the Exchange with written notice 
that it is electing one of the following two (2) options: 

 
(1) to keep the commodity; OR 
(2) to sell out the commodity in a commercially reasonable manner.   

 
In EITHER EVENT, each such Warrant Issuer shall, no later than fifteen (15) 
business days after election, provide the Exchange a written accounting, setting 
out all its costs and expenses pertaining to the Default Scenario.  The written 
accounting must include all evidence upon which the Warrant Issuer relies to 
support its determination of its costs and expenses, including the fair market 
value of the commodity or commodities at issue, and full details of the costs and  
expenses the  Warrant Issuer incurred that were due to the Default Scenario.   
 
In the event that a Warrant Issuer does not provide a written accounting as 
required by this Rule, the Exchange shall be entitled to determine same for the 
Warrant Issuer and the Warrant Issuer shall be deemed to have accepted the 
amount(s) that the Exchange shall determine is reasonable in the circumstances. 
 

e. The Exchange shall provide copies of the written accounting(s) of the Warrant 
Issuer(s) to all other Warrant Issuers affected by the Default Scenario.  In the 
event the Exchange, or any Warrant Issuer(s) affected by the Default Scenario 
disagree with any of the accounting(s), the said party has five (5) business days 
from the date of receipt of the accounting(s) to refer the matter to a hearing of a 
panel of the Expedited Arbitration Committee.  Such referral shall include a 
written statement outlining specifically which part(s) of the accounting(s) it takes 
issue with, the evidence upon which it will rely to support its position and details 
of the amounts it alleges are correct and accurate.  The decision of the Expedited 
Arbitration Committee in this matter shall be final.  Failure to refer the matter to 
Expedited Arbitration as required above, will result in deemed acceptance of the 
accounting(s). 
 

f. The Exchange shall make the following calculation for each Warrant Issuer using 
the amounts set out in the Warrant Issuer(s’) accounting(s), unless the matter 
has been referred to Expedited Arbitration, in which case the amounts 
determined by the Expedited Arbitration panel shall be used; 
 
FMV – c&e = MOTF 

 
Where:  
 

 FMV = fair market value of the commodity at issue 
 c&e = costs and expenses of Warrant Issuer  

MOTF = Monies Owed by Warrant Issuer to the Fund in the 
event the number is positive, if negative number 
monies owed to Warrant Issuer. 
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g. The Exchange will provide a copy of said calculations to all Warrant Issuers. 
Each Warrant Issuer will have five (5) business days to provide payment of the 
MOTF to the Exchange, in the event the MOTF is a positive number.  In the 
event the MOTF is a negative number there are sufficient monies in the Fund to 
pay all Warrant Issuers the amount of the negative MOTF, then payment will be 
made to such Warrant Issuers and the Warrant Issuers shall have no further 
claim against the Exchange.  In the event that there are insufficient monies in the 
Fund, then the monies in the Fund will be divided between all affected Warrant 
Issuers on a pro rata basis and the warrant Issuer shall have no further claims 
against the Exchange.  The Warrant Issuers may, independent, pursue a claim 
for the balance of the negative MOTF from the Defaulting Party in such manner 
as they may elect. 
 

h. The Exchange shall calculate the costs and expenses it has incurred relating to 
the Default Scenario.  These costs and expenses shall include all staff time and 
legal fees and expenses on a fully recoverable basis.  The Exchange shall be 
paid its costs and expenses from the Fund.    In the event that the Fund does not 
have sufficient monies to cover the Exchange’s costs and expenses, the 
Exchange may pursue a claim for the balance of its costs and expenses from the 
Defaulting Party in such manner as it may elect.     

 
i. In the event there are monies remaining in the Fund after the Exchange’s costs 

and expenses have been paid in full, such monies shall be provided to the 
Defaulting Party provided it executes a form of Release as required by the 
Exchange. 

 

Part B 
Shipment Default Rules – Post Match-Up  

 

22B.01  Definitions 
 

For the purpose of this Part B: 
 
a. “Shipment Default” means; i) any situation of Default Scenario as set out in Part 

A of this Rule,  or ii) the failure of either a Warrant Issuer or a Buyer to comply 
with the ruling of an Expedited Arbitration panel pursuant to a process initiated 
under the Extension to Shipment Time without Penalty  in any of the futures 
contract Rules,  or iii) the failure of either the Warrant Issuer or the Buyer to 
adhere to any of the other processes, procedures, duties or obligations required 
by  the futures contract Rules relating to shipment.  
 

b. “Warrant Issuer” means the Merchant Participant which issued the Warrant(s). 
 

c. “Buyer” means the beneficial owner of a Delivery Certificate; 
 

d. “Delivery Day Price” means the settlement price on the day that the Tender 
Notice, applicable to the Warrant pertaining to the Shipment Default, was 
presented to the Clearinghouse. 

 
e. “Defaulting Party” means a Warrant Issuer or a Buyer that has committed a 

Shipment Default; 
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22B.02  Applicability 
 

This Part 22B applies to a Shipment Default that occurs after a Buyer has notified the 
Exchange that it is calling for shipment and has been matched up by the Exchange with a 
Warrant Issuer pursuant to Exchange Rules. 

 
22B.03  Shipment Default by Buyer 
 

In the event that, in the sole determination of the Exchange, a Shipment Default has 
occurred and the Defaulting Party is a Buyer, the following shall occur: 

 
a. The Buyer is responsible to the Warrant Issuer for the fair market value of the 

commodity pertaining to the Shipment Default and for all costs and expenses and 
is responsible to the Exchange for all its costs and expenses pertaining to the 
Shipment Default.  If the Shipment Default is due to the Buyer’s failure to comply 
with a ruling of the Expedited Arbitration panel under the Extension to Shipment 
Time without Penalty provisions in any of the futures contract rules, then 
assessments made by the Expedited Arbitration panel shall be used in the 
calculations set out in this Rule. 

 
b. Except for situations where the Shipment Default is due to the Buyer’s failure to 

comply with a ruling of the Expedited Arbitration panel under the Extension to 
Shipment Time without Penalty provisions in any of the futures contract rules the 
Warrant Issuer shall, within one (1) business day, elect one of the options 
outlined below and provide written notice of same to the Exchange.   The 
Warrant Issuer must provide such additional information as the Exchange may 
request from time to time.  The Warrant Issuer shall complete all the 
requirements of the option chosen in a timely manner: 

 

(1) agree to extend the shipping time; 
 
 (2) sell-out, at fair market value, in a commercially reasonable manner, the 

unshipped balance.  In this event: 
 

 (i) the Warrant Issuer shall, immediately upon completion of the sell-
out; 

 
A. remit to the Exchange all proceeds of the sale; and 
 

 B. provide a written accounting to the Exchange detailing all 
aspects of the sale(s), including, but not limited to, the 
names(s) of the purchaser(s), copies of the cash 
contract(s), place of sale(s), and  any applicable contract 
deliverable grade premium and/or discount and any other 
applicable non-par price differential premiums and/or 
discounts; and particulars of all efforts made to ensure the 
sale(s) was for the fair market value.  The accounting shall 
also include particulars and evidence to support the 
Warrant Issuer’s calculation of the costs and expenses it 
incurred that were due solely to the Shipment Default and 
not part of regular delivery costs/processes. 

 
(ii) The Exchange will review the accounting and, if it has any 

concerns as to the reasonableness of same, shall refer the matter 
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to Expedited Arbitration within two (2) days of receipt of the 
accounting.  

 
(iii) In the event that the Warrant Issuer does not provide a written 

accounting as required by this Rule, the Exchange shall determine 
same, and the Warrant Issuer shall be deemed to have accepted 
the amounts that the Exchange shall determine to be reasonable in 
the circumstances. 

 
 (iv) The Warrant Issuer shall be entitled to maintain the Delivery Day 

Price (D.D.P.) which it has already received.  
 

 (v) The Exchange shall make the following calculation, using the 
amounts set out in the Warrant Issuer’s written accounting, or the 
accounting the Exchange has done if the Warrant Issuer does not 
provide a written accounting, unless the matter has been referred 
to Expedited Arbitration in which case the amounts determined by 
the Expedited Arbitration panel shall be used; 

 
 i + c&e  =  M.O.T.W.I. 
 
  Where: 
 
  i   = interest in an amount to be   

    determined pursuant to Rule 25 
c&e = costs & expenses of the Warrant 

Issuer 
  M.O.T.W.I. = Monies Owed to Warrant Issuer 
 

In the event that the Exchange has sufficient funds that relate 
solely to the Shipment Default at issue, the Exchange will pay the 
Warrant Issuer the M.O.T.W.I.  Upon payment of these monies to 
the Warrant Issuer, the Warrant Issuer shall have no further claims 
pertaining to the Shipment Default against the Exchange. In the 
event that the Exchange does not have sufficient funds attributable 
to the Shipment Default to provide the M.O.T.W.I. to the Warrant 
Issuer, the Warrant Issuer may, independently, pursue a claim for 
the balance of the M.O.T.W.I. from the Buyer, in such manner as it 
may elect. 

 
 (vi) The Exchange will calculate the costs and expenses it has incurred 

that relate to the Shipment Default.  These costs and expenses 
shall include all staff time and legal fees and expenses on a fully 
recoverable basis. The Exchange shall be entitled to recover its 
costs and expenses from the monies attributable to the Shipment 
Default.  In the event that the monies held do not cover the 
Exchange’s costs and expenses, the Exchange may, 
independently, pursue a claim for the balance of its costs and 
expenses from the Buyer, in such manner as it may elect.   

 
 (vii) In the event there are monies remaining that relate to the Shipment 

Default after all monies have been paid to the Warrant Issuer and 
the Exchange, in accordance with this Rule, such monies will be 
provided to the Defaulting Party, provided it executes a form of 
Release as required by the Exchange. 
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(3) cancel the defaulted portion of the shipment at fair market value.  In this 

event: 
 

(i) the Warrant Issuer shall provide a written accounting to the 
Exchange detailing the Warrant Issuer’s calculation of the fair 
market value of the defaulted portion of the shipment.  The 
accounting shall include, at a minimum, the evidence the Warrant 
Issuer relied upon to support its determination of fair market value 
and shall include particulars and evidence to support the Warrant 
Issuer’s calculation of the costs and expenses it incurred that were 
due solely to the Shipment Default at issue and not part of the 
regular delivery costs/processes. 

 
(ii) the Exchange will review the accounting and, if it has any concerns 

as to the reasonableness of same, shall refer the matter to 
Expedited Arbitration within two (2) business days of receipt of the 
accounting.  

 
 In the event that the Warrant Issuer does not provide a written 

accounting as required by this Rule, the Exchange shall determine 
same, and the Warrant Issuer shall be same, and the Warrant 
Issuer shall be deemed to have accepted the amounts that the 
Exchange shall determine to be reasonable in the circumstances. 

 
(iii) The Warrant Issuer shall be entitled to maintain the Delivery Day 

Price (D.D.P.) which it has already received.  
 

(iv) The Exchange shall make the following calculation, using the 
amounts set out in the Warrant Issuer’s written accounting, or the 
accounting the Exchange has done if the Warrant Issuer does not 
provide a written accounting, unless the matter has been referred 
to expedited Arbitration, in which case the amounts determined by 
the Expedited Arbitration panel shall be used:  

 
  F.M.V. – (c&e + i) = PA 
 
  Where: 
 
  F.M.V.  = fair market value 

 c&e  = costs & expenses of W.I.  
i = interest in amount determined 

pursuant to Rule 25 
PA  = Payment Amount 

 
If the PA is a positive number the Warrant Issuer shall pay the 
Exchange the amount of the PA within five (5) business days.  If 
the PA is a negative number the Warrant Issuer may, 
independently pursue a claim for the balance of the PA owing from 
the Buyer in such manner as it may elect.  The Warrant Issuer shall 
have no further claims against the Exchange. 

 
(v) The Exchange will calculate the costs and expenses it has incurred 

that relate to the Shipment Default.  These costs and expenses 
shall include all staff time and legal fees and expenses on a fully 
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recoverable basis.  The Exchange shall be entitled to recover its 
costs and expenses from the monies held attributable to the 
Shipment Default.  In the event that the monies held do not cover 
the Exchange’s costs and expenses, the Exchange may, 
independently, pursue a claim for the balance of its costs and 
expenses, from the Buyer in such manner as it may elect. 

 
(vi) Provided that there are monies remaining pertaining to the 

Shipment Default after all monies have been paid to the Warrant 
Issuer and the Exchange in accordance with the provisions of this 
Rule, such monies shall be provided to the Defaulting Party, 
provided it executes a form of Release as required by the 
Exchange. 

 
c. If the Shipment Default is due to the Buyer’s failure to comply with a ruling of the 

Expedited Arbitration panel made under the futures contract Rules, then the 
following process will occur: 

 
(1) The Warrant Issuer shall submit an accounting of any additional costs 

that were incurred due to the Buyer’s failure to comply with the ruling of 
the Expedited Arbitration panel.  The Exchange will review the Warrant 
Issuer’s additional costs and, if it has any concerns as to the 
reasonableness of same, shall refer the matter to a new Expedited 
Arbitration panel within two (2) business days of receipt of the costs.  

 
(2) The Exchange shall make the following calculation, using the amounts set 

out in the Warrant Issuer’s written accounting, unless the matter has been 
referred to expedited Arbitration, in which case the amounts determined by 
the Expedited Arbitration panel shall be used 

 
AR + c&e = PA 
 
Where: 
 
AR = Arbitration panel’s Ruling on amounts owed by the Buyer 
 
c&e = Additional costs and expenses of the Warrant Issuer 
 
PA = Payment Amount 

 
The Warrant Issuer may retain all monies paid to it by the Buyer on delivery 
date, up to the amount noted above as PA.  In the event that the monies 
held do not cover the PA, the Warrant Issuer may, independently pursue a 
claim for the PA owing from the Buyer in such manner as it may elect.  The 
Warrant Issuer shall have no further claims against the Exchange. 

 
(3) The Exchange will calculate the costs and expenses it has incurred that 

relate to failure of the Buyer to comply with the ruling of the Expedited 
Arbitration panel.  These costs and expenses shall include all staff time and 
legal fees and expenses on a fully recoverable basis.  The Exchange shall 
be entitled to recover these costs, plus any costs originally awarded to it by 
the Expedited Arbitration panel.  In the event that the monies held do not 
cover the Exchange’s costs and expenses, the Exchange may, 
independently, pursue a claim for the balance of its costs and expenses, 
from the Buyer in such manner as it may elect. 
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(4) Provided that there are monies remaining pertaining to the Shipment 

Default after all monies have been paid to the Warrant Issuer and the 
Exchange in accordance with the provisions of this Rule, such monies shall 
be provided to the Buyer, provided it executes a form of Release as 
required by the Exchange. 

 
22B.04  Shipment Default by Warrant Issuer 
 

 In the event that, in the sole determination of the Exchange, a Shipment Default has 
occurred and the Defaulting Party is a Warrant Issuer, the following shall occur: 

 
a. The Defaulting Party is responsible to the Buyer for the fair market value of the 

commodity and all its costs and expenses, and to the Exchange for all its costs 
and expenses pertaining to the Shipment Default.  If the Shipment Default is due 
to the Warrant Issuer’s failure to comply with the Extension to Shipment Time 
without Penalty provisions in any of the futures contracts, then the assessment 
made by the Expedited Arbitration panel shall be used in the calculations set out 
in this Rule. 

   
b. The Exchange, in its sole discretion, shall call in and determine all monies it 

holds in trust pertaining to the shipment at issue, if any, and set it aside (the 
“Fund”), whereupon; 

 
c. Except for situations where the Shipment Default is due to the Buyer’s failure to 

comply with the Extension to Shipment Time without Penalty provisions in any of 
the futures contracts,  the Buyer shall, within one (1) business day, elect one of 
the options outlined below and provide written notice to the Exchange as to 
which option it elects.  The Buyer must provide such additional information as the 
Exchange may request, from time to time. The Buyer shall complete all 
requirements of the option chosen in a timely manner: 

 
(1) agree to extend the shipping time; 
 
(2) buy-in, at fair market value, the unshipped balance.  In this event: 

 
(i) immediately upon completion of the buy-in, provide a written 

accounting to the Exchange detailing all aspects of the buy-in, 
including, but not limited to, the name(s) of the seller(s), copies of 
the cash contract(s), places(s) of purchase(s), and any applicable 
contract deliverable grade premium and/or discount and any other 
applicable non-par price differential premiums and/or discounts;  
and particulars of all efforts made to ensure the purchase(s) was 
for/at fair market value.  The accounting shall also include 
particulars and evidence to support the Buyer’s calculation of the 
costs and expenses it incurred that were due solely to the 
Shipment Default and not part of the regular delivery 
costs/processes. 

 
(ii) The Exchange will review the accounting and, if it has any 

concerns as to the reasonableness of same, shall refer the 
matter to Expedited Arbitration within two (2) business days of 
receipt of the accounting.  

 



 

 

August 2012  Rule 22 - Default Rules   
  Page 13 of 14 

   
 

In the event the Buyer does not provide a written accounting as 
required by this Rule, the Exchange shall determine same, and 
the Buyer shall be deemed to have accepted the amounts that 
the Exchange shall determine to be reasonable in the 
circumstances. 

 
(iii) The Exchange shall make the following calculation, using the 

amounts set out in the Buyer’s written accounting, or the 
accounting the Exchange has done if the Buyer does not provide a 
written accounting, unless the matter has been referred to 
Expedited Arbitration, in which case the amounts determined by 
the Expedited Arbitration panel shall be used; 

 
     F.M.V. + c&e = M.O.T.B. 
 
     Where: 
 
     F.M.V.   = fair market value 

c&e = costs and expenses of the Buyer  
M.O.T.B. = Monies Owed to Buyer 

 
In the event that the Exchange has sufficient monies in the Fund 
the Exchange will pay the Buyer the M.O.T.B.  Upon receipt of the 
M.O.T.B., the Buyer shall have no further claims pertaining to the 
Shipment Default against the Exchange. In the event that the 
Exchange does not have sufficient monies in the Fund, the Buyer 
may, independently pursue a claim for the balance of the M.O.T.B. 
from the Warrant Issuer in such manner as it may elect. 

 
(iv) The Exchange will calculate the costs and expenses it has incurred 

relating solely to the Shipment Default. These costs and expenses 
shall include all staff time and legal fees and expenses on a fully 
recoverable basis.  The Exchange shall be entitled to recover its 
costs and expenses from the monies attributable to the Shipment 
Default at issue.  In the event that the monies held do not cover the 
Exchange’s costs and expenses, the Exchange may, 
independently, pursue a claim for the balance of its costs and 
expenses, from the Warrant Issuer in such manner as it may elect. 
 

(v) Provided there are any monies in the Fund after all monies have 
been paid to the Exchange in accordance with this Rule, such 
monies shall be provided to the Defaulting Party, provided it 
executes a form of Release as required by the Exchange.  

 
 (3) cancel the defaulted portion of the shipment as at fair market value. In this 

event: 
 
(i) the Buyer shall provide a written accounting to the Exchange 

detailing the Buyer’s calculation of the fair market value of the 
defaulted portion of the shipment.  The accounting shall include, at 
a minimum, the evidence the Buyer relied upon to support its 
determination of fair market value and shall include particulars and 
evidence to support the Buyer’s calculation of the costs and 
expenses it incurred that were due solely to the Shipment Default 
and not part of the regular delivery costs/processes. 



 

 

August 2012  Rule 22 - Default Rules   
  Page 14 of 14 

   
 

  
In the event the Buyer does not provide a written accounting as 
required by this Rule, the Exchange shall determine same, and 
the Buyer shall be deemed to have accepted the amounts that 
the Exchange shall determine to be reasonable in the 
circumstances. 

     
(ii) the Exchange will review the accounting and, if it has any concerns 

as to the reasonableness of same, shall refer the matter to 
Expedited Arbitration within two (2) business days of receipt of the 
accounting.     
 

(iii) The Exchange shall make the following calculation, using the 
amounts set out in the Buyer’s written accounting, or the 
accounting the Exchange has done if the Warrant Issuer does not 
provide a written accounting, unless the matter has been referred 
to Expedited Arbitration, in which case the amounts determined 
by the Expedited Arbitration panel shall be used; 
 
F.M.V. + c&e  = M.O.T.B. 
 
Where: 
 
F.M.V. = fair market value  
c & e  = costs and expenses of the Buyer  
M.O.T.B. = Monies Owed to Buyer 
  

(iv) In the event that there are sufficient monies held by the Exchange 
in the Fund related solely to the Shipment Default, the Exchange 
will provide payment of the M.O.T.B. to the Buyer forthwith.  Upon 
payment of these monies to the Buyer, the Buyer shall have no 
further claims pertaining to the Shipment Default at issue against 
the Exchange. In the event that the Exchange does not have 
sufficient monies attributable to the Shipment Default to pay the 
M.O.T.B., the Buyer may, independently, pursue a claim for the 
balance of the M.O.T.B. from the Warrant Issuer in such manner 
as it may elect. 
 

(v) The Exchange will calculate the costs and expenses it has 
incurred that relate to the Shipment Default.  These costs and 
expenses shall include all staff time and legal fees and expenses 
on a fully recoverable basis.  The Exchange shall be entitled to 
recover its costs and expenses from the Fund. In the event that 
the monies held do not cover the Exchange’s costs and expenses, 
the Exchange may, independently, pursue a claim for the balance 
of its costs and expenses, from the Warrant Issuer in such manner 
as it may elect. 

 
(vi) Provided that there are monies remaining in the Fund after all 

monies owing have been paid to the Buyer and to the Exchange in 
accordance with this Rule, such monies shall be paid to the 
Defaulting Party, provided it executes a form of Release as 
required by the Exchange. 


