As at 12 March 2014
Goldman Sachs International Cost Disclosure Statement
INTRODUCTION
Goldman Sachs International is a clearing member of various European central counterparties
(“CCPs”).1 We will be providing services to our clients that involve clearing derivatives through
CCPs in accordance with EMIR. 2
As a clearing member, EMIR imposes certain obligations on us including a requirement to disclose
the levels of protection and information on the costs associated with the individual client account and
omnibus client account types that we offer. Further information on account types, the levels of
protection offered and the legal implications of choosing one or other account type are set out in the
Goldman Sachs International Clearing Member Disclosure Document (the “General Disclosure
Document”). This disclosure statement is intended to provide an introduction to more detailed, client
specific, pricing discussions which will take place between you and your Goldman Sachs
International relationship contacts.
Throughout this document references to “we”, “our” and “us” are references to Goldman Sachs
International. References to “you” and “your” are references to the client.
ORGANISATION OF THIS DISCLOSURE STATEMENT
This disclosure statement is set out as follows:


Part 1: General Information.



Part 2: Overview Costs Information.



Part 3: Costs Information - Omnibus Client Account vs. Individual Client Account.



o

Part 3(a): Account Set Up and Maintenance Costs.

o

Part 3(b): Meeting CCP Obligations.

o

Part 3(c): Collateral Movements and Reconciliation.

o

Part 3(d): Return on Initial Margin.

Part 4: Indicative Charges for Individual and Omnibus Client Accounts.

PART 1: GENERAL INFORMATION
This disclosure statement is intended to provide an introduction to more detailed, client specific,
pricing discussions as to the costs involved in selecting either an individual client account or omnibus
account to assist you in making an informed choice as to which account type best suits your
circumstances and requirements. This disclosure statement should be read in conjunction with the
General Disclosure Document, which also provides further background on the account types, asset
segregation models and the clearing process.
This disclosure statement is only intended to provide you with information and does not constitute
legal or any other form of advice and must not be relied upon as such. Much of this information is
1

A list of CCPs at which Gold man Sachs International is a clearing member can be found in the General
Disclosure Document.
2

Regulation (EU) No 648/2012 on OTC derivatives, central counterparties and trade repositories.

generic and is subject to variation depending on a number of factors, including mutual operational
requirements and the CCP(s) at which your account(s) will be maintained.
This disclosure statement does not provide all the information you may need in order to determine
which account type is most suitable for you. It is your responsibility to review and conduct your own
due diligence on the relevant rules, legal documentation and any other information provided to you by
us or a third party. You may wish to appoint your own professional advisors to assist you with this.
We shall not in any circumstances be liable, whether in contract, tort, breach of statutory duty or
otherwise for any losses or damages that may be suffered as a result of using this disclosure statement.
Such losses or damages include (a) any loss of profit or revenue, damage to reputation or loss or any
contract or other business opportunity or goodwill and (b) any indirect or consequential loss. This
paragraph does not extend to an exclusion of liability for, or remedy in respect of, fraudulent
misrepresentation.
PART 2: OVERVIEW COSTS INFORMATION
The information provided in this Part 2 is designed to provide an overview of those general factors
which are likely to have an impact upon the cost of setting up and operating an account at the CCP
level. We anticipate that the relevant factors are likely to include:


Your account type (i.e., the particular form of omnibus client account or individual
client account offered by the relevant CCP).



The CCP where you require your client account(s) to be opened. This will be a
factor to the extent that CCPs may charge differing costs or fees which we would
generally seek to pass through to clients.



The number of accounts you require and the number of currencies held per account.
The number of accounts you hold at the CCP level will likely dictate how much of
our time and resources will be dedicated to managing these accounts, from initial set
up to daily reconciliation and maintenance.



The size of your initial margin from time to time, and transaction volume/turnover.
This is a proxy for the level of activity and change in your initial margin requirement
from day-to-day.



How much excess pre-funding you hold per account at the CCP level. This drives
the likely frequency of CCP margin calls (daily and intraday) which will require us to
top up your account(s) from our own funds while waiting for you to provide
collateral.
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PART 3: COSTS INFORMATION – OMNIBUS CLIENT ACCOUNT vs. INDIVIDUAL
CLIENT ACCOUNT
This Part 3 sets out an introduction as to the type of costs that are likely to arise from setting up and
operating an account at the CCP level and an indication of how these costs might differ depending on
whether an omnibus client account or individual client account is chosen.
(a)

Account Set Up and Maintenance Costs
Account set up and maintenance costs are likely to differ depending on whether an omnibus
client account or individual client account is chosen.
Omnibus Client Account
As explained in the General Disclosure Document, omnibus client accounts may be offered
by CCPs on a gross or net basis and will be shared accounts used by you and one or more of
our other clients. The omnibus client account is broadly similar to the existing account
structure we currently offer and therefore we would not expect our account opening and
ongoing maintenance charges to differ significantly from existing levels, , however
maintenance charges could apply for certain types of products and portfolio types. We would
note that these charges are subject to periodic and ongoing change.
Individual Client Account
The cost of us opening and maintaining an individual client account on your behalf is likely to
be somewhat higher than if you opt to use an omnibus client account. This is largely due to
the enhanced level of operational time and resources required in order for us to effectively
operate and supervise an individual client account. For example, each individual client
account will require daily reconciliations. In addition, many CCPs have announced a fee in
setting up these accounts due to the operational overhead on their side.
The additional complexity of the individual client account model will result in higher
account maintenance costs than the omnibus client account model. For further details,
see Part 4.

(b)

Meeting CCP Obligations
We anticipate that a key driver of the costs per client account type will be the additional costs
incurred by us in respect of meeting CCP obligations. For example, we will be required to
incur costs in meeting CCP obligations whenever there is a client funding shortfall (i.e.,
where client funds are not available to meet the CCP’s margin call) , which could be caused
by insufficient collateral, ineligible collateral or delays in meeting margin calls. The
likelihood of such shortfalls can be driven by how promptly margin calls are met, the risk
profile of your portfolio and whether you maintain an appropriate level of excess funding.
Should any shortfalls arise, we will meet these shortfalls on your behalf through our own
funding at the CCP level in order to minimise any disruption to your day-to-day activities.
We will charge you a fee for the associated costs of doing so, which we would expect to vary
depending on a number of factors including the size of the shortfall and the length of the
delay in meeting that shortfall.
Omnibus Client Account
Daily (initial margin) and intraday (variation margin) CCP collateral requirements arise in
relation to both client account types. We anticipate that such shortfalls are less likely to occur
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in relation to omnibus client accounts, as the impact of any one client in a net omnibus
structure is lower. We anticipate that this will result in a more efficient (reduced) need for
omnibus account holders to rely on us to meet funding shortfalls at the CCP level.
Individual Client Account
For clients who opt for individual client accounts we consider that there is an increased
possibility of funding shortfalls occurring at the CCP level because your collateral will be
segregated as a separate collateral pool. Any such charges would be applied in full on an
individual basis, rather than being shared among clients on a pro rata basis. Accordingly, we
would expect additional charges to be more frequently applied (and potentially to be greater)
in the case of an individual client account rather than an omnibus client account.
As we need to prepare for CCP margin calls on each individual client account, a
significant allocation of our own collateral will need to be set aside to meet the possibility
of multiple individual client accounts requiring a top up at the start of the day and/or on
an intraday basis.
(c)

Collateral Movements and Reconciliation
Whether you have an omnibus client account or individual client account, we will typically be
responsible for moving your collateral (including any excess) to your account at the CCP
level. Our onward posting of your collateral will increase the volume of transactions between
us and the relevant CCP. In addition, we will be required to perform reconciliations to ensure
the integrity of the balance on your individual client account at the CCP level. An increased
number of collateral movements will increase the cost of performing this reconciliation.
Utilising a different currency (for example, single currency margining) is also more complex
in the individual client account model, typically requiring a significantly greater number of
individual payments than when managed on a net omnibus basis.
Omnibus Client Account
Should you choose to make use of an omnibus client account, then we would normally reduce
the total number of transactions to the CCP by aggregating your collateral with that of one or
more of our other clients when making transfers to the omnibus account at the CCP level.
This may enable us to spread the costs of each transaction across more than one client.
Individual Client Account
If you choose an individual client account, we will be required to onward post your margin
(including excess) to the CCP. Accordingly, you will be required to bear the costs of any
transaction that arises in connection with transferring your margin to the CCP.
In order to reduce these costs, you may choose to pre-fund your individual client account by
maintaining excess collateral and/or reducing the frequency with which you request
substitution of collateral held in your account.
Additional individual client account maintenance fees would normally be charged to
make up for the additional individual cash movement fees and operations -intensive
processing for the above.

(d)

Return on Initial Margin
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How we treat your excess margin will differ depending on whether an omnibus client account
or individual client account has been chosen. This could have an impact on the overall cost
associated with your account.
Omnibus Client Account
If you opt for the omnibus client account then we expect that the relevant CCP will margin all
contracts in the same product group as a single portfolio. The result of this is that there is an
increased likelihood of offsets from a risk perspective and the CCP may require collateral that
is less than the collateral within the omnibus client account. Where agreed, we may hold any
excess margin with one or more third-party banks. This excess margin held at a third-party
bank may attract a different rate of return than that offered by a CCP.
Individual Client Account
Any excess will generally be held by the CCP in your individual client account, with any rate
of return being determined by the CCP.
As an individual client account holder, the return on your balances held directly at the
CCP level may not be as attractive as those managed under the omnibus client account
model.
PART 4: INDICATIVE CHARGES FOR INDIVIDUAL AND OMNIBUS CLIENT
ACCOUNTS
This Part 4 provides indicative information regarding our anticipated charging structure for individual
and omnibus client accounts, which we expect will consist of three general charging components:


An account maintenance fee (“Maintenance Charge”), applicable to both
individual and omnibus client accounts.



A charge for funding client margin shortfalls (“Funding Charge”), applicable to
both individual and omnibus client accounts.



Additional charges and incurred by us in connection with clearing your portfolio,
including CCP and agent bank fees (“Third Party Charges”), applicable to both
individual and omnibus client accounts.

Our current expectation is that the Maintenance Charge, Funding Charge and Third Party Charges
(further details of which are provided below) represent a complete overview of our intended charging
structure for a typical client specifically in relation to the choice between individual and omnibus
client account types. This charging structure may be adapted in exceptional cases and is subject to
change over time as the market develops and we gain further clarity around the various CCPs’ EMIR
account type offerings.
(a)

Maintenance Charge
The Maintenance Charge is payable in respect of the cost of setting up and maintaining client
accounts. The Maintenance Charge is likely to be higher for individual client accounts than
omnibus client accounts, due to the additional operational complexity and cost involved in
setting up and maintaining an individual client account for each client at each relevant CCP
(as described in Part 3(a)).
We currently plan to apply the Maintenance Charge to each individual client account at each
CCP. For example, if a client clears through five CCPs and selects an individual client
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account at each CCP, the Maintenance Charge will apply separately to each of the five
accounts.
The Maintenance Charge is expected to be based principally on (i) the size of the client’s
balance on each client account; and (ii) the number of currencies in which the client wishes to
transact. In respect of account balances on individual client accounts (including balances held
in accounts with us and with each relevant CCP), we expect to apply a likely maximum of
75bps of balances managed in individual client accounts (annualised), with a “no activity”
floor (i.e. a minimum fee) of USD 500 per month per individual client account. In respect of
account balances on omnibus client accounts (including balances held in accounts with us and
with each relevant CCP), we expect to apply a likely maximum of 50bps of balances managed
for the relevant client in omnibus client accounts (annualised). In respect of currencies, for
individual client accounts we expect to apply a further charge of USD 200 per month for each
additional currency the client elects to use beyond the base currency for the account. These
indicative rates are subject to review and change on an ongoing basis, including in light of the
operational complexity of new CCP structures yet to be announced.
The illustration below, in which the cost of the omnibus client account is shared among six
theoretical clients, demonstrates the additional operational complexity and cost involved in
setting up and maintaining an individual client account and therefore why the Maintenance
Charge is likely to be higher in relation to individual client accounts. Clients 1, 2 and 3 each
select individual client accounts, paying a minimum of USD 500 per account per month.
Client 1, which operates three individual client accounts, therefore incurs a theoretical
minimum monthly Maintenance Charge of USD 1,500. A single omnibus client account per
CCP services each of the clients selecting omnibus client accounts (clients 4, 5, 6, etc...) and
therefore the incremental set up and maintenance costs are expected to be lower.3

CCP

CCP1

CCP2

CCP3

CCP4

CCP5

CCP6

GS1.1

GS1.2

GS1.3

GS2

GS3.1

GS3.2

Client 1
Charge = 3x500

(b)

Client 2
Charge = 1x500

Client 3
Charge = 2x500

CCP7
GS4

GS5

GS6

(omnibus
account)

GS7

Clients 4,5,6,7,8,9, etc.

Funding Charge
Where we are required to meet funding shortfalls on your behalf (irrespective of whether an
individual or omnibus client account is chosen), we expect to apply a funding charge at a
level above normal debit spread charge. As a guideline this will be up to 250bps over LIBOR
for intraday and daily deficits, though the specific charge may vary according to the client’s
specific circumstances and behaviour and could be higher than this level. This rate is subject
to review in line with current market conditions.

3

For the purposes of the illustration, we have assumed that each of the clients is dealing in one currency only and that no
Funding Charges or Third Party Charges apply.
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GS8

GS9

The Funding Charge will apply at the same rate for individual and omnibus client
accounts but overall amounts charged are expected to be higher for individual client
accounts due to increased likelihood of funding shortfalls (see Part 3(b)).
(c)

Third Party Charges
Where additional costs are applied by relevant third parties and are directly attributable to a
particular client or client account (irrespective of whether an individual or omnibus client
account is chosen), these will normally be onward charged to the relevant client. These
charges are largely expected to consist of CCP account set up and maintenance fees and agent
bank transaction fees.
Certain of these charges may apply periodically (for example, we understand that certain
CCPs plan to charge a monthly or annual facilitation fee per individual client account), while
others may arise on a per-transaction basis (for example, the cost of an agent bank money
transfer may be up to approximately EUR 50 per transfer including our reconciliation). These
charges are subject to continual change, which is generally beyond our control.
Details of third party charges will be included in the daily statement we will make available to
you as your clearing broker. In addition, third party charging structures are generally
publically available on the relevant third party website – we would be happy to assist you if
you have any difficulty finding the relevant information and we will seek to notify you of any
changes imposed by relevant third parties. We will also seek to assist you where possible in
providing ways to reduce the number of charges where this is under your control.
Third Party Charges will apply to both individual and omnibus client accounts but are
generally expected to be higher for individual client accounts due to the additional
complexity and cost faced by relevant third parties in relation to such accounts (see Part
3(c)).
*

*

*

The information set out herein is provided as an indication of possible costs associated with an
average client specifically in relation to the choice between an individual and omnibus client account.
The indicative charges referred to are of course subject to ongoing review and change by us and
relevant third parties as the EMIR account models and CCP offerings develop. We would be happy to
discuss what the precise costs are likely to be in respect of setting up and operating an account at the
CCP level based on your individual circumstances and requirements. Your Goldman Sachs
International relationship contact will be in touch to arrange these discussions.
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