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present invention relates to a nmethod and a system

for use in a so called Central Securities Depository,

comonly abbreviated as CSD. By neans of the

invention, the clearing and settl|lenent of trades in

such a systemis 10 facilitated,1and settlement can

be standardi sed. BACKGROUND ART After World War 11

many Hh@gﬁgial (and other) markets were forced to

create called Central Securities 15 Depositories

(CSD: 3n | mudiotlatetio hethblie 4md handlssstear i fgrvoblewsing and

of trade. A Central Securhé'es Depository may be

def i net® it iFe tFEAPEW- RS etYSEFacility (or an

institution) for holding securities, which enabl es

securities transactions to be processed by book entry.

20 SPhyBi@BIICRéc HEELPes may be i mobilised by the

deposiu&%r YoredntSeE éﬁ{férf may; be. deppt gr i@lhsad (e & system
they w exist only as electronic records). In ‘
addi t i for t ossafiekeepbng,cald ederfigrdiradecte¢efEsies Depository,

deposi t or i.ncorparate _ c ri-son arkn ak .
settl e‘f‘%"rﬁoq‘q%catkf%orﬁs .1%dE§rs1 y eXanl%?eﬂée% seC%LD: gh%r ggventlon'
Fr ankfitd erlddassenvadesart Ditent Nefv ttarde)s, 181 coeane system is
(Paris) and Euroclear, (Brussels). Early CSD.s wer

baded A HHE35Emc P e SFt?%T%? 35”%3ﬁi?§@?5@6d§F8§age

of certificates (imvbilised securities) . Holdings

of securities were recorded in a book-entry system

Physi cECHEIGUr $REf securities from

After World War II, many financial (and other) markets
were forced to create so called Central Securities
15 Depositories (CSD:s) in order to be able to handle
soaring volumes of trade. A Central Securities Depository
may be defined in the following manner: a facility (or an
institution) for holding securities, which enables
securities transactions to be processed by book entry.
20 Physical securities may be immobilised by the depository,
or securities may be dematerialised (i.e. they will exist
only as electronic records). In addition to safekeeping,
a central securities depository may incorporate

comparison, clearing, and settlement functions.

25
Farly examples of CSD:s are Frankfurter Kassenverein, DTC
(New York), Sicovam (Paris) and Euroclear (Brussels).
Early CSD:s were Dbased on the principle of Jjoint
30 centralised storage of certificates (immobilised

securities). Holdings of securities were recorded in a

book-entry system. Physical delivery of securities from



WD 2005/ 006222 PCT/ EP2004/ 051343 2 seller to buyer
was replaced by book entry transfer of the securities
wo e@sneebt er' s bank's account in the CSD to tPEI/EP2004/051343
account of buyer's bank. Participants in a CSD are
mar ket participants, e.g. brokers and banks, and in
sone 5 cases also institutional investors. Later
CSD: s have in sone cases handl ed demateriali sed
securities, i.e. issues that only2exist in electronic
form The Nordic countries are exanples of markets
where 10 securitjes - bonds and shates.- in er form
no | orfffertCextet PudRe §?§t§ﬁggﬁﬁagp% céﬁﬁ&é§g%%¥atran5fer of
denat efiald 500 i€30s &emSkallar’ § ddwse adfcoant in the CSD to
i mobi | ised CSD as outlined above. 15 Today nore

t han
150 cSBis *%FintarotinAuYRE’ wwoPrEk- EPobafiBattdntRag CSD are

led t QAN dNGIAASRiANEEDSS- BOr d8hkekt adhAUpades WeAhd in some
as consolidation of securitiés markets and the

under | GaTRE idfscadnstétuEéoBathineSES.. This neans

that nore and nore CSD:s serve not only the 20

securities and the participants of a single particular

mar ketLatkhe @8Dnsf backi ohs ebma C3B e ehandReyl steattenialised
of securities and omnershig to 2§isec rities i n electroni
C eari ¥y €5t | bt TP PP add¥ noSebufTttEs TThsgkpctronic
ser Vi cesrif Al B uRtidresunefreesed rbo eaampl 68 pOFainérkets where
actions), e.q. paynment_ of dividend or ,interest_30

ofer SRFWVESs & POt 13t rdlt thiageerR@R%y form no longer
parti cdpant s.THA0 23024806834 2o PEJLER2004/ 031 Kdaterialised CSD

are similar to those of an immobilised CSD as outlined

above.

15 Today more than 150 CSD:s exist around the world.
Globalisation has led to an increase in cross-border
trading, as well as consolidation of securities markets
and the underlying infrastructure such as CSD:s. This
means that more and more CSD:s serve not only the

20 securities and the participants of a single particular

market.

The main functions of a CSD are:
® Registration of securities and ownership to
25 securities
¢ (Clearing and settlement of trades in securities
¢ Asset services (also sometimes referred to as
corporate actions), e.g. payment of dividend or
interest
30 ¢ Other services, e.g. collateral management for

participants.



3 Cearing (or clearance) can be defined as the

process of transmtting, reconciling, and, in sone
w@amespeennfirm ng paynent orders or securityPCT/EPEDE051343

instructions prior to settlenent, possibly including

the netting of 5 instructions and the establishnment of

final positions for settlenent. Settlenent can be

defined as an act that discharges obligations in

respect of funds or securities trdansfers 10 between

two or nore parties. CSD:s are based on automated

I nf ormgti on Technol | T), systens . -_nost of ich

syste eﬁfénﬁaﬁ95r83g¥5gPﬁ ) ?%%d??i%%glﬁﬁ% %ﬁo%géhﬁﬁﬁfess of
of theidarkeAetABgketecdbed nhyl iaat,i AR, seaBsehidaf | @Rsfirming
among mar ket participants and changes in investpent )

pat t eFFYTe&Fe OFEEHFt 80 FRCU I TSRS adAsbhEctHOns prior to

these syshemengue tQJaawWn1LequiinelBAt sy f ORneXanple®ting  of
new types of securifies wwith special ?unctlons, or
paPnenrs timictdpasgandurhremsitaly shmeati p§ Ahgal positions for
settl t take place in a nunber of different
mays.%gﬁg gggggh be settled trade for trade (gross
settlenent), or in a batch where sonme sort of netting

I's descrihed. An inportant principle that_is ften

used i%¢THETS TPt e 6t Q%E%Q%Q?y er &lis ap%"yné%ta% dlscharges
(dvp) .obfhigatreass ivhate sdedgpayentunds nedesethei biyertransfers
035 be absolutely certain that the securities are

déli v&ieddreerThEonRRy M eRakfEst ittt additions to

settl enment systens 30 cause problens for CSD.s because

it is difficult to change the IT systenms to a
st r uctQfils st legre diafsesk 91 sivgerpitedndpforrakiehelechnology (IT)

gg%?&%%%ﬁ%%lgighr qHJrSFEQﬁﬁxﬁNIEQQQQ&QOQ%%Z tailored to the

traditions and procedures of their home market.
15 Globalization, consolidations among market participants
and changes in investment patterns have resulted in a
number of add-ons to these systems due to new
requirements, for example new types of securities with
special functions, or payments in foreign currency.
20
Clearing and settlement can take place in a number of
different ways. Trades can be settled trade for trade
(gross settlement), or in a batch where some sort of
netting is described. An important principle that is
25 often used is the principle of delivery versus payment
(dvp) . This means that if payment is made, the buyer can

be absolutely certain that the securities are delivered.

The many changes and additions to settlement systems
30 cause problems for CSD:s because it is difficult to
change the IT systems to a structure that differs

significantly from the original system requirements.



4 SUMVARY OF THE | NVENTION There is thus a need for a
nmet hod and a system by neans of which trades can be
waedsled22v t hin a CSD-systemin an 5 easier aPCI/RP2084/051343
generalized and flexible manner than previously. This
need i s addressed by the present invention in that it
di scl oses a nethod and a systemfor carrying out
clearing and settlenment in a Central Securities
Depository, the clearing process 4onprising 10
selecting a settlement rule to be followed in the
cl earing process, the rule defining howthe
transaction is to be settled, defining a settlenent

obl i gaduMRYTr QEP THSATHVENOLEN conpri sing a nunber of
settlement instructions that 15 all have to be
sett| ediefte thie dHive & itRed 90 ki PRI Y theS VRISt LY means

whi ch 4heH1aNsaGldean cat0Bee R +188 [9ekiNdai OshayyNHm in an
the effect of reserving said assets for a specific

sett | exnsriten napdudeansn. 920eByl hekerl n@nchef hex gk | @anner than
f uncti i(%)fusﬁ_?J.eCtIJh[_i]_g. anelézaet ngngggaég%ga 'b eg#ﬂé ngpresent

of "s enment “obl i gati on group”, ock-1
asset sinvenmttilve dnedhiatig ipr déiesdpseasadingsthodeandya t frgstem for

i nvention, .it has_ been possible to arrive at a.

si mpl i FHEd A F&er qﬁ?r&B& | 6BBI o SChE1SHPTY oy @ Central
pr ocesse @MIPilesi DGposatboppt tival dyemalechirdgessansherising
instructions for all settlenment obligations bel ongi ng

t d0said seletehemt a obeigbenem grodp, Bai et rémbi@red in the

instructE?gﬁggﬁ%ggéggF%Eﬁsvocggge I p§td ucti ons sty how  the

transfer assets between participants
in the CBBEan¥Wx2005/1306222cPCELEP2AP4/ 051343 5

¢ defining a settlement obligation group, said group
comprising a number of settlement instructions that

15 all have to be settled at the same time,
e “locking in” of the assets which the transaction
concern, the locking-in having the effect of reserving

said assets for a specific settlement instruction.

20 By adding the automatic functions of selecting a
“settlement rule” , defining of “settlement obligation
group”, and “lock-in of assets” to the clearing process,
as disclosed by the invention, it has been possible to
arrive at a simplified and generally applicable

25 settlement process comprising:

¢ automatically selecting transfer instructions for all
settlement obligations belonging to said settlement
obligation group, said transfer instructions being

30 irrevocable instructions to transfer (the locked-in)

assets between participants in the CSD,



automatically checking that all transfer instructions
are carried out successfully, automatically reporting

wo b@soeeett of the settlenment to the partici pe@i/BP2004/051343
i nvol ved. 5 BRI EF DESCRI PTI ON OF THE DRAW NGS The
invention will be described in nore detail bel ow,
wth reference to the appended drawi ngs , in which ,
Fig 1, in order to facilitate the understandi ng of the
10 background of the invention, ghows sone of the
maj or functions in a CSD, and Fig 2 shows sone of the
maj or steps in the clearing process - these steps

| eads *upatEOTHe! GRoilt FHRAE NeVidrdh Hi-hy FEaediit Pﬁ%%ltru‘:tions

and ready,to-setidf outhenlecsghhegpnt process is then
reduced to the act of issuing irrevocable transfer

I nstr ect aobemanicbdld wheghomgitdhathet mepudte of the settlement
successful | y execyt.ed, and FEi ? shows a fl owchart of

some maj b ’é&%p%aﬁ &ipaT L5 JBNPLERY20 EVBCDI NENTS AND

DI §CLOSURE OF THE | NVENTI ON: Bel ow there is a

description of a si ggl ified automated clearing and

set t | AT PEGCRABTACE OB FEF tI A" H& Gret hod 25 of the
i nventgn. 5 Jhen ¢ Qi | pe1iakes dds&adt {0 mdrESRdRi1 below,
adapt to changi ng market requirements and include new
t ypes witisewfeirenes Aadthevrryqeiebidreetinpementn weich
the SAMe {]me, phgoLoubl 18630 0eUSEE Flla HNEHD of the
functi'ons, ‘'such as col l'ateral nanagenment and so ca d
300" c drapdvgatomnact dOnshe elmgrerpaamnt shofs disvingenalf othe major
inter%§t. WO 2005/008382 PQI/EP2004/051343
unctions in a ; an
Fig 2 shows some of the major steps in the clearing
process - these steps 1leads up to the point where
everything is confirmed and ready to settle. The
15 settlement process is then reduced to the act of issuing
irrevocable transfer Instructions and to checking that
they are successfully executed, and
Fig 3 shows a flowchart of some major steps in the

invention

20

EMBODIMENTS AND DISCLOSURE OF THE INVENTION:
Below there is a description of a simplified automated
clearing and settlement routine according to the method
25 of the invention. The routine makes it easier for a CSD
to adapt to changing market requirements and include new
types of securities and new types of settlement. At the
same time, the routine can be used for other CSD
functions, such as collateral management and so called
30 “corporate actions”, e.g. payments of dividend or

interest.



6 In order to sinplify and generalise the settlenent

process, a nunber of concepts are introduced for use
whoosae2enat i ¢ sub- processes or functions conpPCHEP20041051343

the invention in the clearing of transactions to be

settled: 5 Settlenent rule: a settlenent rule

descri bes how a specific transaction or group of

transactions is to be settled. For exanple, Swedish

shares can be settled using the&o called BI'S node

2, i.e. gross 10 settlenents of securities followed by

net settlement f funds,transfers, also.known _as

Del i v éﬁ@ s %BayﬁéﬂPlf Se itqﬁﬁ?r§éﬁfﬁen§ﬁ? settlement

Syst efroc¥yt ,Mneyunbet ket ¢smnsand ions aftrsdiddedor use by

trade for trade using "RTGS' - Real Tine Goss )

Sett | fatlce sypgReocassas nfft oISt { FRRTESRF in the

securi{iRs e fundse biagnsigs soSaltdramt ookl keabkofettled:
group: A group of settlenent " instructions that have

toSe settled together: either 20 all instructions
will setgl r none of themwl|. For exanple, in
singl € d nggﬁ%??EeFVl9er§ﬁs55§§%§W?RF ]ﬁggéx%?%f?é§ s how a

above) tgpBsaELt Obratdfterisield l@Meroupoblfi gabheacygionp is to be
consists of two instructions: The b%¥er's obl i gati_on
to pay f8PthIedrt &K W5 Fwaiglt | 8RarghdCfRe Pe settled

sel l er' sygbhlgatihen tQ, debd veld thpse seednitizgs. i, gross
what is known as a batch settlenment, a settlenent
oBlIGi gat i BAtHReOPreancEorsicaritbest Hoddanwes gty net settlement

5 SoRET e, RSB S T e s

Payment in Securities Settlement Systems, and money

market transactions are settled trade for trade using

“RTGS” — Real Time Gross Settlement, 1i.e. gross,
15 simultaneous settlement of securities and funds
transfers

e Settlement obligation group: A group of settlement
instructions that have to be settled together: eithex

20 all instructions will settle or none of them will. For
example, in a single dvp (“delivery wversus payment”,

as explained above) transaction, the settlement
obligation group consists of two instructions: The
buyer’s obligation to pay for a certain set of

25 securities, and the seller’s obligation to deliver
those securities. In what 1is known as a Dbatch
settlement, a settlement obligation group can consist

of thousands of instructions that have to be settled

simultaneously.

30



7 Lock-in of assets before settlenent. Were assets
can be noney or securities. The assets are reserved

wo 2005/00d222 pur pose of a specific settlenent i NnSPCTEPI0041051343
1 5 Xwversus Y: In the normal case a settlenment
routine is required to settle securities trades:
delivery of securities versus paynent for the sane
securities. But there are other situations which are
very sinmilar, that could be handl ed by the sanme
settlenment routine 10 according to the invention o
Delivery of liquidity versus coll ateral (dvp)

provi de Ferksimgaf ndbsee? | Bebrat BcFalAait of ﬁiﬁ%ﬁ??%ets can

versus payMaRhedf dfS sdaltaried $)Thd - 8ssBYH, aPBY MI¥erved for
versus paynent.” 15 o Exchange of one type of

coIIaterbheVQm@m%ﬂaﬁﬁiﬁ@ﬁpﬁyaéléfS@btl%ﬁ%ﬁﬁﬂlnﬂ&ﬁﬂmi%%§
dvd. (Delivery versus delivery) o Delivery of a new
i ssue of securities versus paynment for those

segurid i gsvéaks® B dmp t120 mpelat icere @ Bekikvefyndfroutine is
securities free of paynent o Paynent of interest ar
di vi dend*e@ui¥ed hdiWersttée as%%ﬁ¥%ﬁ¥ﬁ%eéﬁﬁﬂ@§ o§elfvery of

order togfagh]iidd &d:NeLMSRRNGRILEE EBRe securities. But
invention, a brief description of sone of the major

functi ontheheaa@@nv@‘ﬁltl@@néllt@le@PFI Vﬁﬁwhbeagiiyéﬁry . similar,
Thi's ££p 5 '%eg'%ﬁ%lﬂéS%yYQ§§{e§££é eéﬁf%ﬂenﬂnroutine

whi ch a r|e line o systemis shown,
cdﬁprlS|agc@tﬁanéoxfdﬂknmmwgnambonated functlons

Gat ekeeper Delivery of liquidity versus collateral (dvp)

i.e. to provide funds against collateral
o Payment of Euros (€) versus payment of US
Dollars (38), i.e. pvp, payment versus payment.
15 o Exchange of one type of collateral versus
another +type of collateral, known as dvd.
(Delivery versus delivery)
o Delivery of a new issue of securities versus
payment for those securities (also a dvp
20 operation)
o Delivery of securities free of payment
o Payment of interest or dividend to all holders

of a certain security.

25 In order to facilitate the understanding of the
invention, a brief description of some of the major
functions in a conventional CSD will now be given. This
description is given with reference to fig 1, in which a
brief outline of a CSD system is shown, comprising the

30 following automated functions:

* (Gatekeeper



WO 2005/ 006222 PCT/ EP2004/ 051343 8 | ssuer CSD
Investor CSD Clearing Settlenment 5 Briefly, the
worehos/opizeposes of each of the functions in a EBIDEPHS4/051343
shown in fig 1, are: Gatekeeper: checks system
security and authorisations, 10 such as e.g. access
and access rights for the participants of the CSD.
| ssuer CSD:. defines securities in the system and
checks on the total ampunt of iMstruments in the
system and 15 other associated CSD:s. Al so defines
corporate actions for individual instrunents. The term
"cor por at e 188BFBNESPwi | | be defined bel ow. Investor

CSD.

regy sters, g{glpeé§ ip and other rights. 20
Execut es corporate

ions. Clearing: receives and

regi steré thadesnyn instruments and nmakes the trades
ready for settlenent. 25 Settlenent: executes
deli veri®sSendlpagments in connection with trading.

Fi

ure 2 is a sinplified illustration of the clearing

rottine according to the invention. Suitably, the
st eps Br3@fakye caer mednoptrposas cofipedet @f didefursiidlons in a
aut omat ed mach'bne mean i%vy\{ th a m ni mum of

i nt er veri 88 A

g¥8sH? rarfSpper at or of a CSD.

However, any conbi nati on of WO 2005/ 006222
PCT/ EP2004/ 051343 9 automated and manual actions
mhlcr1qﬁﬁﬂk@968ﬁprl%ﬂ?QH§e system security and authorisations,

10

15

20

25

30

such as e.qg. access and access rights for the

participants of the CSD.

Issuer CSD: defines securities in the system, and checks
on the total amount of Iinstruments in the system and
other associated CSD:s. Also defines corporate actions
for individual instruments. The term “corporate action”

will be defined below.

Investor CSD: reglisters ownership and other rights.

Executes corporate actions.

Clearing: receives and registers trades in instruments ,

and makes the trades ready for settlement.

Settlement: executes deliveries and payments in

connection with trading.

Figure 2 is a simplified illustration of the clearing
routine according to the invention. Suitably, the steps
are carried out in a computer or other such automated
machine means, with a minimum of intervention necessary

by an operator of a CSD. However, any combination of



steps of the invention are within the scope of the

invention. In addition, fig 3 shows a traditional flow
wW@b@snoad2 t he routine described bel ow, the najRPCT/BPEPE051343

of 5 the routine being referenced with nunbers in the

flow chart, said nunbers being shown bel ow in

parent heses for ease of reading The instructions of

the participants are received and 10 checked to

ensure that all the necessary infSrmation is there.

I f necessary, additional information can be added for

the participants' back-office f.unctians. 31 | f .

the ity '%%saﬁgenPgeé'véﬁqﬁQﬁ%téEE%%r PE?éaﬁngrlse the
15 (instead eff dikectidveadeoaapits e Witdina shecCkscope of the
exchange trading systenm), then_the_instructions gre,

mat chetnvVetrisde %Uh‘p%ii?hs 0y of thsdr WS & heraditional flow

parti clipant Syr aglLe At itRe RareHeaNEEl bRANSLLE. BajéPesteps of
securities to be traded, volune, price, and .
setX | et rehb)e. bFRNg 2GTsrepces Welth gguplpers in the flow

previoH? ep,d S FoRRd N st s8L8ar bR LWL BESenth £
(320) '%gﬁﬁ%+$%ctlon§%afggt ans %?ne% Pnto PaPentheses for
sett| exst ofobldagidinigons. (330) The proper settl enent
rule is selected (340), and 25 |Instructions that are

ready for settlenent are joined in one or nore

sett| ejrent c0lhisgati0No8E OYPStnk3pA)tidhEaRESCiSe received and
(securities to be delivered and/or noney to be paid)

arld | ocketierkedi te. qresweyddaftoraklet Fhempreessggpojngprmation
WO 2005/gg?%éérggT&%P%%%é@ggl 43ag§9t58££9mﬁﬁﬁo£$§%ion can be

steps ou above, a generaliz
added for the participants’ back-office functions.

(310)
¢ If the instructions are received from the participants
15 (instead of direct trade capture from a stock exchange
trading system) then the instructions are matched
(trade comparison) to ensure that the participants
agree on the basic conditions (e.g. the securities to
be traded, volume, price, and settlement time). This
20 step as well as the previous step is found in most
clearing routines. (320)
¢ The instructions are transformed dinto settlement
obligations. (330)
¢ The proper settlement rule is selected (340), and
25 e Instructions that are ready for settlement are Jjoined
in one or more settlement obligation groups. (350)
e The assets (securities to be delivered and/or money to
be paid) are locked in, i.e. reserved for settlement.
(360)
30



settlenment routine is ready to take over. Based on
t hese concepts, the automated settlenent routine 5 or

wO engiome?2 becones very sinple, flexible and apptT/ERD€051343
to the settlenent of a very wide range of securities
and market practices: Select settlenment obligation
group |Issue irrevocable transfer instructions for the
entire 10 group Check that all transfer instructions
are carried out successfully R&Bort the successful
settl enment result 15 Transfer instructions can be
i nstruc |ons to conn ct ed nment, systemto
t r ansf e A t |J([:JL1 A9 n ﬁ? Ve’sys? enfgRratized
anOthQ@t&ﬂ%ﬁbﬁtp@Bhtiﬂethﬁ SeEdemo Hakeanveal SO be an
instruction to the current CSD (or to another CSD
connected to the current CSD) to transfer securities
20 fr(ﬁﬁdg@eoﬁaﬁhbgbpéBﬁcééFé”“ﬁﬂgﬂéut§MB%%daEEt@§§ﬁéﬁ% routine
have been | ocked-in by t ‘clearing function, one can
be5suK€?‘Fﬁﬁﬂﬂﬁﬁeha@§@ﬁ§cﬁﬁéﬁsS%ﬁpﬂenoﬁlﬁélbéﬁoﬂéﬁ applicable
Settl%%fQ&mp%te fﬁkﬁEtOEer§eQ% ﬁﬁﬁgrké é ofngééﬁufghes and
25 settl enent oreign curren SO ca ed Cross
syst emmrkset plrepentesan be handled by such a
generallsed settl| enment en%lne W t hout systens
changds. S¢tetls sRidshiageatt 6PdepaELOReIE Ral | ed

corponat? I qggevégéﬂ#% Qfa%%%%qeq959?¥g€ﬂgﬁg f@rt entire
the settlenent engine o e present invention can be

udéd. Thersape goes for a nunber of collatera

managenent functions & change of WD 2005/ 006222

PCT/ EP20027051543t #4 cdmaé*tSéreal JENSHUS NPt it ried out

si nce systegssmintenance becones easier, and since
all routines in a D t hat
® Report the successful settlement result.

15 Transfer instructions can be instructions to a connected
payment system to transfer money from one participant in
the system to another participant in the system. It can
also be an instruction to the current CSD (or to another
CSD connected to the current CSD) to transfer securities

20 from one participant to another. Since all assets have
been locked-in by the clearing function, one can be sure

that the instructions will not be revoked.

Settlement of different types of securities, including
25 settlement in foreign currency, so called cross systems
settlement can be handled by such a generalised

settlement engine without systems changes.

It is possible to structure so called corporate actions
30 (e.g. dividend payments) so that the settlement engine of
the present invention can be used. The same goes for a

number of collateral management functions (e.g. change of



i nvol ve paynents or transfer of ownership to
securities have considerable audit and security

wo egaiobeeent s due to 5 the |arge val ues handl BCI/BP2004/051343
many CSDs. The addition to the clearing process of the
concepts of settlenment rule, settlenent obligation
group and | ock-in of assets makes it possible to
build a sinplified 10 settl enment ocess with very
wi de applications for CSD settléﬁent and rel ated
functions: o Select settlement obligation group 0
| ssue irre ocaE&e ansfer , |nst{uct ons for ems maintenance
enti r §gl8uF*F &k IEharPRF LT afster ?%% ructl%ns
are GRlidomed Hsisigecessduldince %plOl‘koﬁthéMCdaSSé ulcsp that
settlenment result to the part|C|pants 20 25
2005/ GOF23TPERNEE2064/ 05 13ARSTEF BLATS e iR B securities

aut omgted M®hRedf-ah16aR0ME IRt sEERADEY 3equirements due to
transactions within a Central Securities Depository,

5 8onphiesilagoanvalrepaieed ety MGPTr 668§s and an

automat ed settl enent process, the clearing process

being the process of preparing the transactions for

t he sdttd ewkﬁtioprdmegﬁnat¢keaﬂxmmipnqus@cegk the Concepts of
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settlement and related functions:
o Select settlement obligation group
o Issue irrevocable transfer instructions for the
entire group
15 o Check that all transfer dinstructions are
carried out successfully
o Report the successful settlement result to the

participants.
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e defining a settlement obligation group, said group
comprising a number of settlement instructions that

15 all have to be settled at the same time,

e “locking in” of the assets which the transaction
concern, the locking-in having the effect of reserving
saild assets for a specific settlement instruction,

and the settlement process comprising the following

20 automated sub processes:

¢ selecting transfer instructions for all settlement
obligations belonging to sald settlement obligation
group, said transfer instructions being irrevocable
instructions to transfer (the locked-in) assets

25 between participants in the CSD,

e checking that all transfer instructions are carried
out successfully,

e reporting the result of the settlement to the

participants involved.
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process, with said function for the clearing process

comprising:
¢ an automated sub-function for the selection of a
10 settlement rule to be wutilised in the clearing
process, the rule defining how the transaction is to
be settled,

e an automated sub-function for the definition of a
settlement obligation group, sald group comprising a

156 number of settlement instructions that all have to be
settled at the same time,

e an automated sub-function for the “locking in” of the
assets which the transaction concern, the locking-in
having the effect of the system reserving said assets

20 for a specific settlement instruction,

with the function for the settlement process comprising:

e an automated sub-function for selecting transfer
instructions for all settlement obligations belonging
to said settlement obligation group, said transfer

25 instructions being irrevocable instructions to
transfer the locked-in assets between participants in

the CSD,
e an automated sub-function for checking that all
transfer instructions are carried out successfully,
30 e an automated sub-function for reporting the result of

the settlement to the participants involved.



