DERIVATIVES LAWS
AND REGULATIONS
FOR ALTERNATIVE
ASSET MANAGERS

OPERATIONALIZING ISDA PROTOCOLS:

LESSONS FROM THE ONLY PROVIDER

1 Decmber 2025

WWW.LEXHOST.COM



Regulatory Insight Chapter

Overview

1. Introduction

2. Understanding ISDA Protocols in Context

3. Common Pain Points in Protocol Management

4. Lessons from the Only Provider

5. Practical Framework for Streamlining Protocol Management
6. Governance, Controls, and Auditability

7. Future-Proofing Protocol Management
8. Conclusion

9. Firm Biography

10

11

12
13
14

02



Regulatory Insight Chapter

Introduction

03

In the global derivatives market, few tools have proven as transformative—or as essential—
as ISDA protocols. Developed by the International Swaps and Derivatives Association, these
protocols serve as standardized contractual frameworks that enable market participants to
implement industry-wide changes to existing agreements efficiently and uniformly. Whether
addressing regulatory reforms, benchmark transitions, margin requirements, or new risk
disclosures, ISDA protocols have become the preferred mechanism for updating thousands
of legacy contracts with speed, consistency, and legal certainty.

The utility of ISDA protocols lies in their standardization. By providing pre-negotiated terms
that counterparties can adhere to on a voluntary basis, they dramatically reduce the need
for bilateral renegotiation. This model has become increasingly important as the pace of
regulatory change has accelerated, with post-crisis reforms such as Dodd-Frank, EMIR, and
Basel Il all requiring sweeping updates to documentation across the derivatives ecosystem.
More recently, the transition from LIBOR to alternative reference rates saw an
unprecedented number of counterparties rely on ISDA’s protocol mechanism to manage the
complex shift in valuation and fallback provisions.

Yet despite the clear benefits of standardization, the process of managing protocol
adherence remains a source of operational strain for many institutions. Legal and operations
teams must coordinate internal approvals, verify counterparties, track adherence statuses,
and maintain documentation—often across hundreds or even thousands of trading
relationships. Without centralized tools, these tasks are typically handled through manual
processes, decentralized trackers, and fragmented communication across teams. The result
is inefficiency, inconsistency, and elevated compliance risk. Moreover, the lack of real-time
visibility into counterparty adherence can lead to missed elections, contractual mismatches,
and exposure to dispute.

Recognizing these challenges, the industry has begun to shift from treating protocol
adherence as a purely legal function to operationalizing it as a coordinated, systematized
process. This evolution is best illustrated by the emergence of a centralized platform—
developed and maintained by the only provider currently offering an end-to-end protocol
management solution. By enabling firms to review, elect, submit, and track adherence
decisions in a single, structured environment, the platform has redefined what “effective
protocol management” looks like in practice.
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Understanding ISDA Protocols in
Context

ISDA protocols are standardized amendment mechanisms designed to update large volumes
of derivatives contracts efficiently. Rather than requiring counterparties to bilaterally
negotiate changes to their ISDA Master Agreements and related documentation, protocols
provide a uniform set of terms that market participants can elect to adhere to. By adhering,
a party agrees to incorporate the new terms into all of its covered agreements with other
adhering parties. This collective action mechanism has become a cornerstone of how the
derivatives market implements regulatory and structural changes at scale.

Over the past two decades, ISDA has developed a wide range of protocols in response to
both regulatory mandates and market evolution. Notable examples include:

* The Dodd-Frank Protocols (2012-2013): These protocols enabled firms to comply with
swap trading, clearing, and reporting obligations under the U.S. Dodd-Frank Act. They
addressed key areas such as business conduct standards, recordkeeping, and swap data
reporting.

e The ISDA 2016 Variation Margin Protocol: Developed to help firms meet the
BCBS/IOSCO margin requirements for uncleared derivatives, this protocol provided a
framework for implementing variation margin terms in a standardized way across
counterparties and jurisdictions.

e The ISDA 2020 IBOR Fallbacks Protocol: Launched to facilitate the transition away from
LIBOR and other interbank offered rates, this protocol allowed parties to incorporate
robust fallback provisions into legacy contracts, thereby reducing the risk of disruption
when benchmark rates ceased or became non-representative.
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These protocols are often driven by sweeping regulatory reforms such as the Dodd-Frank
Act in the U.S., EMIR in the EU, and global frameworks under Basel Ill. As regulators
worldwide increase their focus on systemic risk, margining practices, and benchmark
integrity, ISDA protocols provide the infrastructure to translate these requirements into
legally enforceable terms across the industry.

The lifecycle of an ISDA protocol typically unfolds in three key phases:

e Publication: ISDA releases a draft version of the protocol along with a suite of supporting
materials—frequently asked questions, explanatory memoranda, and guidance notes.
These materials help legal and compliance teams assess the impact of the proposed
changes. The final protocol is then published and made available for adherence through
ISDA’s digital platform.

* Adherence: Once a protocol is live, market participants can adhere via ISDA’s online
system, typically by submitting an adherence letter and paying a fee. Adherence is
public, and a list of adhering parties is maintained on ISDA’s website. Importantly, the
terms of the protocol only apply between counterparties who have both adhered.

* Implementation: After adherence, the new terms become effective in the parties’
contracts. At this stage, firms must update internal systems to reflect the revised
documentation terms—affecting everything from collateral management and trade
confirmation processes to risk models and reporting obligations. Operational alignment
is critical to ensure the legal changes flow through to the front, middle, and back offices.

Understanding the context and mechanics of ISDA protocols is essential for any legal or
operations team navigating the post-crisis derivatives landscape. Protocols offer speed and
standardization, but they also demand rigorous internal processes to ensure that adherence
is not only executed correctly but also embedded across the firm’s trading infrastructure.
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Common Pain Points in Protocol
Management

While ISDA protocols provide a streamlined legal mechanism for updating derivatives
documentation, the actual process of managing adherence within a firm remains
operationally complex. Legal and operations teams are often tasked with navigating a series
of interdependent steps, each of which presents its own set of challenges. Without a
centralized system and clearly defined workflows, protocol adherence can quickly become a
fragmented, high-risk exercise.

Legal Review and Internal Approvals

Every protocol begins with a legal analysis. Counsel must determine how the protocol’s
terms impact the firm’s trading relationships, documentation stack, and regulatory
obligations. In practice, this requires input from multiple internal stakeholders—legal,
compliance, front office, and risk—each with their own review timelines and areas of
concern. Coordination can be slow, especially when protocols are released in rapid
succession or touch on evolving regulatory requirements. Without a centralized intake and
approval workflow, legal sign-off becomes a bottleneck.

Counterparty Outreach and Tracking

Once a decision is made to adhere, firms must determine which of their trading
counterparties have also adhered. This step is essential—protocol terms only apply between
mutually adhering parties. In theory, ISDA’s public list should make this process
straightforward. In practice, firms must reconcile adherence status across potentially
thousands of counterparties, often across legal entities, trading desks, and jurisdictions.
Tracking who has adhered, when, and under which legal entity can be time-consuming and
error-prone, particularly when done via spreadsheets or email chains.

Version Control and Document Execution

Many firms rely on manual processes to generate, submit, and archive protocol adherence
letters. These documents must be carefully managed to ensure the correct version of the
protocol is applied, that signatories have appropriate authority, and that execution is
recorded and retained in line with internal policies. Without a centralized repository or
digital signature system, firms risk losing visibility over who submitted what, when, and on
whose behalf. This lack of version control poses particular risks during audits, disputes, or
internal reviews.
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Integration with Internal Systems

Adherence to a protocol is not just a legal event—it has downstream consequences across
the trade lifecycle. Systems that rely on contract terms, such as collateral management
tools, trade booking platforms, or compliance engines, must reflect the new terms
embedded in the protocol. For firms without integrated contract lifecycle management
(CLM), client relationship management (CRM), or risk systems, there is often a disconnect
between legal adherence and operational implementation. This gap can lead to
inconsistencies between documentation and execution, exposing the firm to operational
and counterparty risk.

Human Error and Lack of Transparency

Perhaps the most pervasive challenge is the cumulative risk of human error. When teams
rely on email-based workflows, manual trackers, and siloed communication, mistakes
become inevitable—missed deadlines, incorrect elections, duplicate submissions, or failure
to identify non-adhering counterparties. Moreover, without centralized oversight, it
becomes difficult to assess adherence status in real time or generate a defensible audit trail.
For firms subject to regulatory scrutiny, this lack of transparency can create significant
reputational and compliance exposure.
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Lessons from the Only Provider
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As protocol-driven change became a recurring feature of the post-crisis derivatives
landscape, firms began to recognize that legal analysis alone was no longer sufficient.
Adherence had become operationalized—spanning multiple departments, requiring timely
coordination, and carrying real reputational and regulatory stakes. In response to this
growing complexity, one provider developed the market’s first and only centralized
adherence platform: a purpose-built system designed to manage the end-to-end protocol
lifecycle at scale.

While the provider remains unnamed here for confidentiality purposes, its platform quickly
became the de facto infrastructure for protocol adherence across the industry. Legal and
operations teams at a wide range of institutions—from global banks to buy-side firms—
adopted the system not only for its efficiency, but because it fundamentally reframed how
adherence could be managed: not as a series of disconnected actions, but as a single,
structured process.

Key Success Factors
The platform’s success rests on several critical design features, each tailored to address
specific challenges identified across the industry:

e Scalability: The system supports simultaneous adherence across multiple legal entities,
enabling large firms to manage complex organizational structures without duplicative
effort. Users can initiate bulk uploads, apply elections globally or selectively, and
manage staggered adherence timelines as needed.

* Interoperability: The platform integrates directly with firms’ internal systems, including
contract lifecycle management (CLM), risk engines, and client onboarding tools. This
ensures that adherence decisions flow downstream into the firm’s broader
infrastructure—eliminating gaps between documentation and execution.

e Audit Trails: Every action taken within the platform is logged—who submitted, who
approved, what was elected, and when. This creates a defensible audit trail that satisfies
both internal governance requirements and external regulatory expectations. It also
allows firms to demonstrate adherence alignment during supervisory reviews or post-
trade compliance audits.

e Real-Time Data and Counterparty Visibility: The platform offers real-time insight into
which counterparties have adhered to a given protocol, under what legal entity, and on
what date. This enables users to match elections, identify potential mismatches early,
and resolve discrepancies before they result in trade breaks or contractual disputes.
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Transforming Legal and Operational Workflows

By centralizing adherence functions within a single platform, legal and operations teams
have significantly reduced administrative burdens. The need for manual coordination—once
the dominant feature of protocol implementation—has been replaced with automated
workflows, built-in approval routing, and document versioning.

For legal teams, this means clearer accountability: approvals are tracked, escalations are
recorded, and adherence documentation is securely archived and instantly retrievable. For
operations, it means faster deployment and fewer downstream errors, as elections are made
consistently and synced with trading and risk systems. In many cases, what once took weeks
of cross-functional effort can now be completed in a matter of days—or even hours—with
greater control and significantly reduced risk.

More broadly, the centralized platform has allowed firms to treat protocol adherence not as
an episodic scramble, but as a repeatable process embedded into their operating model.
The legal risk of missed or misapplied elections is diminished, and the operational load is
more evenly distributed and transparently managed.
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Practical Framework for
Streamlining Protocol Management

Centralized Protocol Repository

The first step is to house all relevant protocol materials—including official documentation,
FAQs, explanatory notes, and historical adherence records—in a single, centralized
repository. This ensures all teams are working from the same reference point, simplifies
version control, and facilitates rapid access during audits or internal reviews.

Automated Workflow Integration

Rather than relying on manual coordination, firms benefit from automating the workflow
from initial protocol intake through to final implementation. This means embedding protocol
management into existing systems so that legal review, approvals, and downstream updates
to trading and risk infrastructure happen in a structured and repeatable way.

Adherence Monitoring Dashboards

Real-time visibility into adherence status across entities, protocols, and counterparties is
critical. Dashboards tailored to specific roles—legal, compliance, or operations—allow teams
to track progress, identify delays, and resolve mismatches efficiently, creating a shared
operational picture and enabling proactive risk management.

Counterparty Matching and Reconciliation

Because protocol terms only apply between mutually adhering parties, firms must match
adherence status across their full counterparty network. Reconciliation tools that identify
legal entity discrepancies or mismatched elections are essential to avoid downstream
issues, particularly in environments with complex legal structures and high trading volumes.

Legal Approval Workflows

A clear and auditable internal approval process remains foundational. Legal teams must be
able to route protocols for review, track sign-offs, and store rationales for decisions.
Embedding this workflow into the firm’s legal operations systems helps standardize
approvals and supports defensibility in regulatory or counterparty disputes.

This framework allows protocol management to shift from an ad hoc, compliance-driven
task into a strategic, systematized legal function—reducing risk, increasing transparency,
and building readiness for the next wave of market reform.

10
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Governance, Controls, and
Auditability
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Effective protocol management depends not only on tools and workflows but also on strong
internal governance. One of the first steps is to clearly define ownership across legal,
operations, and compliance. Legal teams typically lead on interpreting protocol content and
setting adherence strategy, while operations ensure timely execution and system
integration. Compliance plays a critical oversight role, ensuring regulatory expectations are
met and that adherence processes align with broader control frameworks. Clear delineation
of responsibility helps prevent duplication, gaps, and accountability issues.

Robust controls must also be embedded throughout the adherence lifecycle. Version
history should be maintained for all documents and elections, audit logs should capture
who approved what and when, and validation checkpoints should be used to ensure
elections are complete, accurate, and properly authorized. These mechanisms ensure that
each step of the process is traceable and aligned with internal policies.

Perhaps most importantly, maintaining defensible documentation is central to audit and
regulatory readiness. As regulators place greater scrutiny on how firms implement changes
to their trading agreements, being able to demonstrate that adherence decisions were well-
governed, properly reviewed, and consistently applied is essential. Firms that treat
documentation, workflow records, and audit trails as part of their legal risk infrastructure—
not just administrative output—are far better positioned to respond to inquiries, resolve
disputes, and manage emerging compliance challenges with confidence.
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Future-Proofing Protocol
Management

As the regulatory and market landscape continues to evolve, firms must prepare for the next
generation of ISDA protocols. Upcoming initiatives are likely to include documentation
frameworks for digital assets, protocols addressing ESG-related disclosures, and additional
reforms in response to shifting global risk standards. Staying ahead of these developments
requires not just legal agility, but systems designed to adapt quickly to new requirements.

Technology will play a central role in this evolution. APIs are increasingly being used to
integrate protocol adherence platforms directly with internal legal and risk systems,
allowing for seamless data exchange and real-time updates. Emerging technologies such as
smart contracts offer the potential to embed protocol terms directly into trade execution
logic, while Al tools can assist in reviewing documentation, flagging deviations, and
recommending adherence elections based on historical decisions and counterparty
behavior.

Equally important is the need to build a scalable architecture that supports compliance
across jurisdictions. As firms expand their global trading activities, protocol management
must accommodate divergent regulatory timelines, entity structures, and documentation
standards. Systems must be flexible enough to handle local variations while maintaining a
unified view of adherence across the enterprise.

By investing in these capabilities now, legal and operations teams can move beyond reactive
compliance and establish a future-proof foundation for managing contractual change—one
that is agile, auditable, and aligned with the increasing demands of modern derivatives
markets.

12
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The operationalization of ISDA protocols has become a strategic imperative for firms
navigating an increasingly complex and regulated derivatives landscape. As this chapter has
shown, the historical model—fragmented workflows, manual tracking, and siloed ownership
—no longer meets the scale, speed, or scrutiny required by modern markets. By adopting
centralized systems, automating adherence workflows, embedding governance controls,
and enhancing transparency through real-time monitoring, legal and operations teams can
significantly reduce risk and increase efficiency.

The core lesson is clear: protocol adherence should not be treated as a one-off compliance
event, but as an ongoing process that demands structure, visibility, and cross-functional
collaboration. Legal and ops teams that invest in standardized, technology-enabled
frameworks will not only respond more effectively to today’s protocols, but will also be
better equipped for the next wave of reforms—whether in digital assets, ESG, or multi-
jurisdictional disclosure regimes.

Ultimately, success in protocol management is not just about tools—it is about governance,
alignment, and readiness. By building these foundations now, firms can transform protocol
adherence from an administrative challenge into a strategic advantage.
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Firm Biography

ISDA
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ISDA

Since 1985, the International Swaps and Derivatives Association has worked to
make the global derivatives markets safer and more efficient. ISDA’s pioneering
work in developing the ISDA Master Agreement and a wide range of related
documentation materials, and in ensuring the enforceability of their netting and
collateral provisions, has helped to significantly reduce credit and legal risk. The
Association has been a leader in promoting sound risk management practices and
processes, and engages constructively with policymakers and legislators around
the world to advance the understanding and treatment of derivatives as a risk

management tool.
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