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OUTLINE OF DISPUTE RESOLUTION PROVISIONS FOR GDSC

	
	BMA, PSA/ISMA, MSFTA, and MSLA
	1989 OTC Options Master Dealer Agreement
	2000 OTC Options Master Dealer Agreement
	1995 OSLA

	I.  Subject of Dispute Resolution Provision
	No dispute resolution provisions
	Any controversy relating to the agreement or any option contract or breach thereof shall be settled by arbitration in New York City
	No dispute resolution provisions
	All claims, disputes and matters of conflict between the parties arising under the agreement

	II.  Description of Dispute Resolution Mechanism
	
	If both parties are members of the NASD, then arbitration shall be before three arbitrators in accordance with NASD rules.  If either party is not a member of the NASD, then arbitration shall be before three arbitrators in accordance with the rules of the American Association of Arbitration.

The arbitration shall in no way modify the rights or obligations of the parties or modify or reform any terms of the agreement or of any option contract, and the arbitrator’s award is final.

The parties consent to jurisdiction of federal and state courts in New York City to enter judgment upon any such award.
	
	Disputes will be referred to or submitted for arbitration in London in accordance with English law before a sole arbitrator agreed upon by the parties, or if the parties cannot agree, before an arbitrator nominated by the Chairman of the London Stock Exchange upon application of either of the parties.

The agreement will be deemed to be a submission to arbitration within the Arbitration Acts of 1950 and 1979, as modified or reenacted from time to time.

The arbitration provision applies notwithstanding the frustration or other termination of the agreement.

	III.  Does the Dispute Resolution Mechanism  Purport to be Binding?
	
	Yes
	
	Yes

	IV.  Does Invocation by a Party of Dispute Resolution Mechanism Affect Other Party’s Right to Declare Default?
	
	No
	
	No


	
	FEOMA, ICOM, and IFEMA
	FMLG Collateral Annex
	EMA and EMA Margin Maintenance Annex
	1992 ISDA Master Agreement

	I.  Subject of Dispute Resolution Provision
	No dispute resolution provisions
	A dispute as to calculations performed by the secured party relating to total exposure, collateral value or amount or value of eligible collateral to be delivered to secured party or collateral to be returned to pledgor
	No dispute resolution provisions
	No dispute resolution provisions

	II.  Description of Dispute Resolution Mechanism
	
	The pledgor must give notice promptly, and must timely perform its obligations to secured party based on such calculation absent manifest error.  The parties then confer in good faith with a view to mutual agreement, and if they cannot agree and secured party’s calculation has been made in good faith and in a commercially reasonable manner, such calculation will be binding on the parties.
	
	

	III.  Does the Dispute Resolution Mechanism Purport to be Binding?
	
	No
	
	

	IV.  Does Invocation by a Party of Dispute Resolution Mechanism Affect Other Party’s Right to Declare Default?
	
	No
	
	


	
	2002 ISDA Master Agreement
	ISDA Credit Support Annex (New York law)
	ISDA Credit Support Annex (English law)
	2001 ISDA Margin Provisions

	I.  Subject of Dispute Resolution Provision
	No dispute resolution provisions
	The valuation agent’s calculation of delivery amount, return amount, or the value of any transfer of eligible credit support or posted credit support (under standard CSA, valuation agent is the party demanding transfer of credit support)
	The valuation agent’s calculation of delivery amount, return amount, or the value of any transfer of eligible credit support or posted credit support (under standard CSA, valuation agent is the party demanding transfer of credit support)
	Delivery amount, return amount, exposure or value of margin received, existence of agreed characteristics of a transaction, and value of transfer

	II.  Description of Dispute Resolution Mechanism
	
	Disputing party notifies the other party no later than the close of business on the day after the demand date or the date of transfer.  

The undisputed amount is transferred by the close of business on the day after the demand date or the date of transfer; and the parties consult to resolve the dispute.

If they fail to resolve the dispute by the resolution time (under a standard CSA, 1 p.m. New York time on the day following the date on which the notice is given that gives rise to the dispute), if it is a dispute involving a delivery amount or return amount, the valuation agent will recalculate the exposure and value as of the recalculation date by using calculations of exposure for the transactions that the parties have agreed are not in dispute, calculating exposure for the transactions in dispute by seeking four actual quotations at mid-market from reference market-makers for purposes of calculating market quotation, and taking their average,
 and using the procedures specified in ¶13 for calculating value of credit support.

If they fail to resolve the dispute by the resolution time and it is a dispute involving the value of any transfer of eligible credit support or posted credit support, the valuation agent recalculates as of the date of transfer pursuant to ¶13.

After recalculation under ¶5, the valuation agent notifies the other party by the notification time on the business day following the resolution time.  The parties then have to make the appropriate transfer.

	Disputing party notifies the other party no later than the close of business on the day after the demand date or the date of transfer.  Dispute must be “reasonable”.

The undisputed amount is transferred by the close of business on the day after the demand date or the date of transfer; and the parties consult to resolve the dispute.

If they fail to resolve the dispute by the resolution time (under a standard CSA, 1 p.m. London time on the day following the date on which the notice is given that gives rise to the dispute), if it is a dispute involving a delivery amount or return amount, the valuation agent will recalculate the exposure and value as of the recalculation date by using calculations of exposure for the transactions that the parties have agreed are not in dispute, calculating exposure for the transactions in dispute by seeking four actual quotations at mid-market from reference market-makers for purposes of calculating market quotation, and taking their average,1 and using the procedures specified in ¶11 for calculating value of credit support.

If they fail to resolve the dispute by the resolution time and it is a dispute involving the value of any transfer of eligible credit support or posted credit support, the valuation agent recalculates as of the date of transfer pursuant to ¶11.

After recalculation under ¶4, the valuation agent notifies the other party by the notification time on the business day following the resolution time.  The parties then have to make the appropriate transfer.

Failure to transfer the disputed amount will not constitute an event of default for so long as ¶4 is followed.
	If the dispute is over delivery amount or return amount, on the same margin business day, the call recipient must transmit a notice of dispute to the calling party, initiate transfer of the undisputed amount if it is equal to or greater than the disputing party’s minimum transfer amount, and transmit portfolio information to the calling party.

In response, the calling party must review the information it received and give notice by the next morning (the “second day”) of differences between information held by the parties relating to the transaction, with a description of available relevant evidence, and the calling party’s valuation data when there is a difference as to calculation of the exposure or value of margin received.

The disputing party must give the calling party information requested that same day, as well as giving other appropriate information.

If the dispute is about exposure or value of margin received, and it is not resolved by 5 p.m. on the second day, each party must in good faith select one independent reference source to resolve the dispute.  These sources determine the exposure and report to both parties by 5 p.m. on the third day.  They must use methods that they would have used in their own business, must be leading dealers in that type of transaction or be an entity that provides valuation services with regard to such transactions in their usual business, and must be independent of the two parties.  The arithmetic average of the determinations from the two references sources will be the prevailing amount.

If by 5 p.m. on the third day the parties cannot get quotes from independent references sources or if the sources disagree on any material facts, the parties can either choose to continue negotiations, seek other remedies, or if specified in the relevant agreement, terminate the disputed transactions.

In cases of disputes as to the existence or agreed characteristics of a transaction, if the dispute is not resolved by 5 p.m. on the second day, the parties can continue to negotiate or seek other remedies.

After a dispute is resolved, the disputing party must transfer the appropriate margin to the calling party as if responding to a demand received by the notification time on the margin business day after the resolution, taking into account the proper adjustments (agreed to by the parties or determined by the independent reference sources).

For disputes of value of transfer, the disputing party must transmit a notice of dispute for receipt by the other party by 1 p.m. on margin business day that follows the margin business day transfer is initiated.  Before 10 a.m. the next day, the call recipient will recalculate the value of the relevant margin using undisputed values that are in the notice as of the date the transfer was initiated, and immediately notify the disputing party.  The call recipient must initiate transfer by 5 p.m. the day after the notice was received or any additional amount based on the recalculation.  The minimum transfer amount will not apply in this case.

If the call recipient cannot recalculate the value of the relevant margin due to circumstances beyond its control, or the disputing party disputes the recalculated value, the parties have several options.  They can try to continue the negotiations, seek another remedy, or, if specified in the relevant agreement, terminate the agreement.

Failing to comply with these procedures is not considered an event of default under the agreement, but does affect the failing party’s ability to dispute information contained in the notice most recently provided by the other party with regard to delivery amount, return amount or any value.



	III.  Does the Dispute Resolution Mechanism Purport to be Binding?
	
	Yes
	Yes
	Yes, unless parties cannot get quotes from independent price sources, or if the sources disagree on any material facts (if dispute relates to exposure or value of margin received), or unless call recipient cannot recalculate value of margin due to circumstances beyond its control, or the disputing party disputes recalculated value (if dispute relates to value of transfer).

	IV.  Does Invocation by a Party of Dispute Resolution Mechanism Affect Other Party’s Right to Declare Default?
	
	Yes
	Yes
	Yes


	
	1999 ISDA Credit Derivatives Definitions
	2003 ISDA Credit Derivatives Definitions 

	I.  Subject of Dispute Resolution Provision
	Any determination made by the calculation agent
	No dispute resolution provisions

	II.  Description of Dispute Resolution Mechanism
	Disputing party can require that the calculation agent have that determination made by a disinterested third party that is a dealer of derivative obligations, but that is not an affiliate of either party to the transaction.  This request must be in writing, and must be sent to the calculation agent no later than the business day following the business day on which the disputing party received the calculation information from the calculation agent. 

The calculation agent has reasonable discretion in selecting this third party, after consultation with the parties.  The disinterested third party’s determination is binding on the parties, absent manifest error, and shall be made within five business days of the disputing party’s exercise of its rights under this provision.  

The amount due is calculated retrospectively with reference to the actual amount that was due, and will not account for subsequent changes with respect to any obligations.  Interest on the amount due that is subject to dispute will be paid from and including the date of nonpayment to but excluding the date the amount is paid, and will be calculated on the basis of daily compounding and the actual number of days elapsed.

If the disinterested third party substantially agrees with the calculation party, the disputing party pays.  If the disinterested third party does not substantially agree with the calculation agent, the non-disputing party pays.
	

	III.  Does the Dispute Resolution Mechanism  Purport to be Binding?
	Yes, absent manifest error
	

	IV.  Does Invocation by a Party of Dispute Resolution Mechanism Affect Other Party’s Right to Declare Default?
	Yes
	


� If four quotations are not available, fewer may be used; if no quotations are available for a particular transaction, then the valuation agent’s original calculations will be used for that transaction.
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