SYSTEM FOR THE SELECTIVE DISTRIBUTION
OF ASSETS BETWEEN INTERNAL PORTFOLIOS

Field of the invention

This invention relates to a system intended to perform
the selective distribution and transfer of assets
between different internal portfolios belonging to one
or more entities which may or may not be legal persons
and which are able to hold, own or collect assets
which may themselves be subjected to individual
management and/or administration. The object of the
invention 1is, in particular, to provide a data
processing system and process capable of performing,
in a global and interactive fashion, the selective
distribution of information items representing the
assets in question.

The invention is intended to be used, for example, for
the centralized management of collective investment
structures, such as an investment fund, a section or a
class of shares/units belonging to a collective
investment structure, an ordinary bank account held by
a private individual, a pension fund, spare parts or
equipment held in stock within industrial or
commercial.undertakings having a number of branches or
subsidiaries.

The problem to which the proposed invention and data
- processing system relates is explained and described
below by means of an example of the way in which they
can be applied to the management of collective
investment stfuctures.



State of the art

All companies and investment promoters are anxious to
centralize the administration and management of their
collective investment structures (CIS), for reasons of
efficiency and cost. The globalization of markets,
which has been encouraged by international conventions
and treaties, is actually causing promoters to search
for the ideal product which is able to accommodate all
markets and countries. In practice, the promoter in
the field is unfortunately frequently compelled to
adapt what should be a single product to different
markets or consumers or sales networks. The object is
first and foremost to meet a marketing objective.
There 1is a need to meet the expectations and
requirements of consumers as closely as possible and
also to prevent detrimental effects with regard to
tax. To summarize, the problem is that investment
promoters have to set up a number of different
entities, vehicles and structures.

This means that investment promoters are facing a
dilemma. On the one hand, the considerations of
efficiency and cost described above encourage then to
adopt a single structure, that is to say they are
influenced by what might be termed centripetal market
forces, i.e. forces which have an essentially
centralizing effect. On the other hand, the market is
subject to centrifugal forces which are actually
decentralizing, are mainly the result of commercial
objectives and move in the opposite direction to the
centripetal forces. It is centrifugal forces which
encourage promoters to create a multiplicity of
structures. '



In order to resolve this dilemma and reconcile these
opposing forces, promoters need to be permitted to
globalize the administration and management of all the
entities which centrifugal forces compel them to
create.

Known globalization methods are based on legal pooling
of their assets of one form or another so that they
can be subjected to global management and
administration. Such pooling is always made possible
by the creation of a joint portfolio. An example of
such an arrangement is described in US-A-5,193,056.

Description of the invention

This invention takes a different path and provides for
a global data processing system for distributing
assets between different portfolios belonging to one
or more entities which may or may not be legal persons
and which are able to hold, own or collect assets and
which may themselves be the object of an individual
management and/or administration measure. This data

processing system is defined in the claims.

The data processing system according to the invention
is based on a principle known as ”“cloning”. This term
has been chosen from the field of biology. Identical
twins are the result of natural cloning. They have the
same parents and the same appearance. But in reality,
each twin has a unique personality and will choose
his/her own path in life. The same applies to the
cloning of internal portfolios belonging to one or
more entities as defined above which, in the most
successful configuration, makes it possible to create



identical twin portfolios or entities.

In such a configuration, the cloned internal
portfolios are not mutually 1linked by any kind of
contract, but they do enter into contracts with the
same parties. In particular, they have the same
depositary and the same administrative agent, which is
an essential condition for cloning. All internal
portfolios which have been <cloned are always
completely independent from a legal viewpoint.

A Cloned Entity comprises at least two internal
portfolios: a Cloned Portfolio (CP) and a Specific
Portfolio (SP). The Cloned Portfolio combines globally
managed and administered assets with assets from one
or more other Cloned Portfolio(s) wvia the same
Consolidated Manager. The Specific Portfolio of a
Cloned Entity, by contrast, collects assets which are
managed and administered individually and are not
subject to any kind of consolidated management.

On the other hand, a Cloned Entity may comprise one 6r
more Internal Cloned Portfolios. A Cloned Entity which
‘only comprises one Cloned Portfolio is termed a Mono-
portfolio whereas a Cloned Entity comprising more than
one Cloned Portfolio is termed a Multi-portfolioc. A
Cloned Multi-Portfolio Entity is therefore a Clonable
Entity with assets which have all been divided up into
a number of different Internal Cloned Portfolios, each
of which is managed and administered globally by an
individual Asset Manager - together with one or more
Internal Cloned Portfolios belonging to other Cloned
Entities.

A Manager may take the form of a person, an organiza-



tion or an entity which is tasked with managing and/or
"administering either a Specific Portfolio (SP) of a
particular Cloned Entity (in which case the term
Specific Manager is used), or a set of Cloned
Portfolios (CP) having a common identification qumber,
which is reflected in an information structure which
consolidates the positions of the said Cloned
Portfolios (in which case the legal term Glcbal Asset
Manager is used). ' '

Unlike known globalization methods, cloning therefore
does not require any legal link between the Cloned
Entities (independent and total control over assets)
or the creation of any kind of common external
portfolio (legal unity). This makes full and permanent
separation of the assets possible. This permanent
separation of the assets of participating Entities
results in a relatively high degree of <financial
_independence and full legal independence.

Such a configuration of Clonable Entities requires an
information processing system which is designed to
determine and control distribution of the assets of
the various Internal Cloned Portfolios on a global
basis.

This objective is achieved via this invention, which
provides a data processing system and process as
defined in the claims.

This system.comprises information and data processing
means which communicate and operate between the
various Cloned Entities, the Asset Manager and the
Depositary.



To summarize, the processing system according to the
invention has three main functions:

1) It provides an information system based on data
representing the assets of the various .Cloned
Portfolios. This global information processing system
according to the invention gives a Global Asset
Manager access to a huge information system, including
a consolidated management report which enables the
Manager to take global decisions.

2) It readjusts the Internal Cloned Portfolios after
any specific transaction involving one or more cloned
internal portfolios in such a way that they are always
equivalent on a relative basis. The 1Internal
Portfolios are readjusted via a processing procedure
which 1is termed Liabilities Allotment System. This
system processes cashflow from operations
(subscriptions, redemptions, conversions) occurring at
the level of each Cloned Entity. In principle, any one
of such operations always causes one or more Cloned
Entities to have a larger or smaller proportion of
assets held in cash than the others. Such processing
system readjusts the Internal Portfolios by generating
purchases for Cloned Entities having a relative
surplus of cash assets and sales for Cloned Entities
having a relative deficit of cash assets. These
technical transactions of purchases and sales are
generated automatically by the information system.
Such processing is carried out in three stages:
proposél, validation and actual processing.

3) It allots to each Internal Porfolio or each Cloned
Entity all the operations which have been globally
initiated and effected by the Global Asset Manager on



the basis of a consolidated management report of the
entire assets of the various Cloned Entities. Such
operations are globally implemented within the
processing system (Asset Allotment System). The
processing is carried out in three stages: proposal,
validation and actual processing. '

In particular, the data processing system according to
the invention implements a data processing procedure
which essentially comprises five stages:

‘(i) a preliminary Preparation data processing stage in
which the data representing cash assets supplied to or
taken from the Global Asset Manager is calculated,

(ii) a data ©processing stage in which data
representing the relative importance of ‘an Internal
Portfolio or a Cloned Entity within a Consolidation
Statement is calculated,

(iii) a global data processing procedure intended to
readjust the Internal Cloned Portfolios of Cloned
Entities,

(iv) a procedure by which a set of information and
information processing structures are created to
permit the processing of data representing operations
carried out globally, '

(v), a data processing stage in which the data
representing operations carried out globally is
alloted to each Internal Portfolio or each Cloned
Entity.

First and foremost, the invention makes it possible to



achieve globalization of the management and/or
administration of two or more Cloned Entities.
However, apart from achieving the globalization of the
management and administration of one or more Cloned
Entities, the invention also makes the multi-manager
management and/or administration of a single Clonable
Entity possible.

Under such an arrangement, a number of managers are
each permitted to manage an Internal Portfolio
gontaining a proportion of the assets of the Entity in
question. Although the invention does permit such an
option, there is no pooling of assets in the case
under consideration here, but there is more than one
asset manager.

The invention is described in greater detail below,
using as example a mode of implementation which is in
no way limitative and is illustrated by the attached
drawings. In the interests of clarity, the proposed
invention and data processing system are explained and
described below using their application +to the
management of a mono-portfolio collective investment
structure (CIS) as an example. All the following
developments naturally apply mutatis mutandis to
multi-portfolio global management and/or
administration and to multi-manager management and/or
administration.

Brief description of the drawings

Figure 1 is a diagram of a configuration of financial
structures in which the invention is used.
Figure 2 1is a block diagram of the data processing



system according to the invention.

Figure 3 is a functional diagram illustrating the way
in which data is processed according to the invention
in the case of global management of a Mono-portfolio
Cloned Entity.

Figures 4 and 5 are block diagrams illustrating the-

way in which data is processed according to the

invention in two other specific cases of application: '

taken as examples. “hEEmYan e
Figure 6 is a flow chart showing the changes of status
of the Consolidation Statement module. i
?igure 7 is a flow chart illustrating the preliminary
Preparation data processing procedure according to the
invention.

Figure 8 1is a flow chart illustrating the data
processing procedure designed to establish the
Consolidation Ratio according to the invention.

Figure 9 1is a flow chart illustfating the data
processing procedure relating to the Allotment due to
Liabilities according to the invention.

Figure 10 is a flow chart illustrating the data
processing procedure for carrying out the Preparatory
Valuation according to the invention.

Figure 11 is a flow chart illustrating the data
processing procedure relating to the Allotment due to
Assets according to the invention.

Figure 12 is a flow chart illustrating the data
processing procedure designed to permit determination
of the Net Asset Value of an Entity according to the
invention. |

Figure 13 is a diagram of data flows occurring during
the Internal Portfolio readjustment procedure
according to the invention. '
Figure 14 is a diagram of the data flows occurring
during the Asset Allotment procedure according to the
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invention.

Description of an exemplary embodiment

The data processing system according to the invention .

is intended to control the management and/or the
administration of a number of different Entities or

Internal Portfolios combined in a configurationwhich -uZ. o .

is organized according to the Cloning principle. A
configuration of Entities of this type is shown in
diagrammatic form in Figure 1. The various Entities 1,
four of which are represented, have full and
independent control over their assets. They are not
mutually linked by any kind of contract, but they each
conclude identical or similar contracts with the same
Asset Manager(s) 2, the same Depositary(ies) (3) and
other administrative agents or auditors (not shown).
Each of the Entities 1 is free to conclude separate
distribution contracts which are designed to
accommodate their particular target markets. Such a
configuration does not make it necessary to create any
kind of common external portfolio, which distinguishes
it from known configurations.

Global information processing in such a configuration
is combined in a specific data processing system
represented by block 4 which effectivély and flexibly
performs the global monitoring of management and/or

administration of the various Internal Portfolios of '

the Cloned Entities 1.

In a configuration of the type described above, as in
the case of a normal fund, the structures of the
accounts of each of the Entities 1, which are termed

-
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Cloned Entities, are mainly influenced by two types of
action: actions taken and monitored by the Manager 2
(investments and disinvestments) mainly on the assets
side, on the one hand, and actions taken by investors
(subscriptions, redemptions, switches or conversions)
or benefiting investors (distribution of dividends) on
the 1liabilities side, on the other hand. The

.characteristic feature of cloning is that it aims to - : - -

ensure that the accounts of the various Cloned
Entitites have essentially the same structure. Any of
the actions listed above must therefore influence all
fhe Cloned Entities. This is achieved by the data
processing system according to the invention. Such a
system includes means for communicating and operating
between the various Cloned Entities 1, the Manager(s)
2 and the Depositary 3.

Figure 2 is a diagram of the data processing system
according to the invention, which comprises a Register.
module 10 (REG), an Entities module 20 (CIS), a
Consolidation Statement module 30 (CSA) and a
Securities module 40 (SEC).

The Register module 10 (REG) manages the register of
shareholders or partners for each Cloned Entity. The
Entities module 20 (CIS) combines means for processing
data relating to the accounting and administrative
management of +the various Cloned Entities. The
Consolidation Statement module 30 (CSA) combines . the
information structures and the information processing
means which are necessary for global management of the
Cloned Portfolio positions and also includes means for
implementing and monitoring processing procedures
according to the invention. The Securities module 40
(SEC) contains all the means required to permit the
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management of investment operations.

The data processing procedure according to the
invention essentially relates to functional operations
and interactions between modules 10, 20, 30 and 40.
Processing makes it possible to keep constantly up to
date a Consolidation. Statement relating to the Cloned
Entities and the relative proportion of each one of .
the latter within the Consolidation Statement.-

Briefly stated, the data processing procedure
'essentially comprises five stages:

(1) a preliminary data processing stage (Preparation)
applied to module 20 on the basis of the information
sent by module .10 and which calculates data
representing the cash assets supplied to or withdrawn
from the Global Asset Manager,

(ii) a data processing stage (Calculation of the
Consolidation Ratio) initiated from module 30 in
response to information from module 20 and which
calculates the relative proportion of a Cloned Entity
within a Consolidation Statement,

(iii) a procedure for readjusting the Cloned
Portfolios of Cloned Entities (Liabilities Allotment)
initiated by module 30,

(iv) a data processing stage initiated by module 30
which makes it possible to allot the operations
carried out on a global basis to each Cloned Entity
(Asset Allotment).

(v) a procedure for creating a set of information
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structures (Consolidation Statement) and an
information processing procedure to process data
representing all the operations carried out on a
global basis.

The data representing the assets of the Internal
Portfolios of Cloned Entities are stored in a database
and the operations station of the Manager of the

consolidated set (station 2 (AM) in Figure 1)

communicates with module 30 (CSA) which edits and
updates'a consolidated management report (CMR) for the
Global Asset Manager to be used as a basis for
investment decisions by the latter.

Figures 3, 4 and 5 illustrate the course of processing
throughout the day involving a single Cloned Entity
and a single Consolidation Statement, two Cloned
Entities and a single Consolidation Statement and a
single Cloned Entity and two Consolidation Statements
respectively.

In these figures, register 100 is the register which
- 1s specifically associated with the Cloned Entity
being'considered. This'register records data repre-
senting the operations (subscriptions/redemptions) of
relevance to the Cloned Entity. The register is
implemented normally and subscription and redemption
operations are generated at an interface (not shown)
between the REG module 10 and the CIS module 20
(Figure 2).

Referring to Figure 3, the day's processing includes a
Preparation procedure (NCA) performed at block 110 for
the Cloned Entity in question, a Consolidation Ratio
calculation procedure (CRC) performed globally at
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block 120 for the consolidated set, a Liabilities
Allotment procedure (ADL) performed globally at block
130, a Preparatory Valuation (PV) procedure performed
globally at block 140, an Asset Allotment procedure
(ADA) performed globally at block 150 and a Net Asset
Value calculation procedure (NAV) performed aé block
160 for the Cloned Entity. The procedures represented
by blocks 130 and 156 are actually initiated under the
control of the Global Asset Manager (AM) of the
consolidated set thanks to a separate validation
facility.

Blocks 170 and 180 represent various transactions
which may be taken into account and blocks 190 and 200
represent investment operations which may be initiated
by the Specific Manager of the Entity in question and
by the Manager of the consolidated set respectively.

Figure 4 shows an example of application to two Cloned
Entities belonging to the same Consolidation
Statement. It will be observed that there is an
individual Preparation (NCA) for each Cloned Entity
and that the data processing is performed globally for
the consolidated set. Figure 5 shows an example of
application to a Cloned Entity associated with two
Consolidation Statements. The processing according to
the invention is performed after the Preparation (NCA)
procedure has been completed and is performed at the
same time for both of the Consolidation Statements,
with separate validation for each of the Consolidated
Managers.

The particular procedures occurring as parts of the
data processing are shown in Figures 6 to 12, Figure 6
showing changes in the status of the Consolidation
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Statement module 30 (CSA) in the course of processing.

Preparation NCA processing (Figure 7) makes it
possible to manage Partial Clones (Cloned Entities, a
proportion of the assets of which is subjected to
specific management and administration, i.e. at the
actual level of the Cloned Entity in what is termed a
Specific Portfolio) and Multi-portfolio Clones (Cloned
Entities, the assets of which are divided between at
least two Cloned Portfolios).

This processing (block 110) is initiated at 101 and is
applied to each of the Cloned Entities when all the
registration operations have been entered. The data
which has been entered is retrieved and monitored so
that the accounting log of the Cloned Entity (block
102) can be updated. The procedure calculates data
representing the Preparation percentage (% of NCAa)
which represents the relationship between the balance,
which may be positive or negative, of cash assets
(resulting from subscriptions, redemptions and
distribution of dividends) of each Cloned Entity and
the balance, which may be positive or negative, of
cash assets supplied to or withdrawn from the Glogal
Asset Manager AM in question.

The Manager SM of a Cloned Entity may increase or
reduce the automatically calculated amount made
available. This makes it possible, for example, to
transfer cash assets from one Internal Portfolio (for
example a specific portfolio) to another Internal
Portfolio (for example a Cloned Portfolio) or between
two Cloned Portfolies.

Each processing generates Preparation operations
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(NCA;y) within a database (block 112). Such a
processing may be reinitiated as long as the following
processing stage (Creation of the Consolidation Ratio)
has not been performed.

Creation of Preparation at a given date is only
authorized if the Cloned Entity was valued (and the
valuation was confirmed) on the most recent Net Asset
Value date. It is possible to add (Cloning) or delete
(Decloning) Cloned Portfolios. The deletion of a
Cloned Portfolio corresponding to the removal of a
Cloned Entity from consolidated management (partial or
total Decloning) is only possible if the new
Consolidation Ratio has not yet been calculated and
the previous Consolidation Ratio is zero.

The following processing stage (Figure 8) calculates
data representing the Consolidation Ratio (CRC). This
stage updates the Consolidation Ratios of each Cloned
Entity and produces data CRC;j representing the
relative proportion of the Cloned Entity i in a given
Consolidation Statement at time j (block 120). This
procedure is initiated in response to a signal NCA at
point 116 indicating that the Preparation has been
performed. All the subsequent allotment processings
are based on this CRC;j Ratio.

The Cloned Entities included in the calculation of the
CRC;j have all been subjected to Preparation in
respect of the Consolidation Statement being
processed. The Cloned Entities included in the
calculation of the preceding CRCjjy (i.e. on the date
of the most recent NAV, asset value, and at time j-1)
and which have been given a CRC which is not zero must
undergo Preparation processing.



17

The new Consolidation Ratio of a Cloned Entity is

calculated in accordance with the following principle:
PV4y-1 * CRCjy-1 + NCA;

CRCij =

ij"l + NCAi

where

.PV5_1 is the preceding preparatory valuation of the
Consolidation Statement,

.CRCjj-1 is the preceding CRC of the Entity i in the
Consolidation Statement j-1,

.NCA; is the amount supplied by the Entity i to the
Consolidated Manager (AM).

The amount PVy.; * CRCjj-1 represents the amount
included in 1respect of the Entity i in the
Consolidation Statement on the preceding preparatory
valuation date of the Statement in question.

By way of example, let us consider two Cloned Entities
each having a Consolidation Ratio CRC;iy-3 of 50%
within a Consolidation Statement having a cash asset
balance of 200 $. To effect a transfer of cash assets
amounting to 20 $ from Entity 2 to Entity 1, the
processing system calculates the new CRC;ij as follows:

(200x0.50) + 20 120
Entity 1: CRCjy1 = = = 60 %
200 + 20 - 20 200

(200%0.50) - 20 80
Entity 2: CRCjjy2 = = = 40 %
200 + 20 - 20 200
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The CRC processing updates the Consolidation Ratios of
the Cloned Entities and maintains the histories of the
Ratios. Updating the CRC positions the status of the
Consolidation Statement at “CRC” (Figure 6). The
validation of Consclidation Ratios‘ at point 118
automatically initiates the following précedure
(Allotment due to Liabilities). The latter procedure
may only be effected if the Consolidation Statement
status is CRC (Figure 6).

In Figure 9, the Allotment due to Liabilities (ADL)
‘procedure comprises readjustment of the c¢loned
portfolios of Cloned Entities in accordance with the
new Consolidation Ratios CRC;j in such a way that the
portfolios of each Cloned Entity are always equivalent
on a relative basis.

The ADL processing (block 124) is based on the data
from the former consolidation of the accounts of the
Clonéd Portfolios (updated on the date of the previous
Preparatory Valuation) at block 210 and on the
difference between  the data representing the most
recent CRC;j3 of the Cloned Entity and the data
representing the preceding CRCy-1. This procedure is
performed in three stages: allotment proposal (block
126), validation by the Consolidated Manager (block
128) and actual processing (block 130).

Readjustment of the Cloned Portfolios is performed at
132 via the generation of readjustment transactions
between the preceding CRCjj-1 and the one which has
just been calculated.

Such readjustment transactions are generated with
regard to all the Cloned Entities, for all the
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consolidated accounts which have been parameterized
for this purpose in the general accounting plan. This
is achieved by means of a preliminary operation
effected when a Cloned Entity is initiated. Such
parameters may subsequently be modified throughout the
life of the Cloned Entity.

In particular, securities accounts are allotted via
the generation of entire purchase or sales management
transactions (with the Depositary Bank acting as an
intermediary in the transaction), so as to specify the
possible transformation of a greater or lesser
potential value into a greater or lesser actual value
during readjustment of the various Cloned Entities.
Such internal transactions are conducted at the market
price on the date on which the preceding Preparatory
Valuations were calculated, the Consolidation Ratio
applying to the number of securities.

Let us take the éxample of two Cloned Entities, each
with a Consolidation Ratio of 50% within a
Consolidation Statement. If the new Ratios stand at
60% for Entity 1 and 40% for Entity 2, the allotment
due'to liabilities of N secu:ities of a consolidated
portfolio item has the following result:

- purchase of a security by Entity 1: (60% - 50%)*N

- sale of a security by Entity 2: (40% - 50%)*N.

The other items are allotted via direct application of
the consolidation ratio, by generating a :single
_readﬁustment with regard to prévious' balances, the
consolidation ratio being applied to the amount.

Assuming the same initial data, the allotment due to
liabilities of 100 $ of the consolidated cash assets
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item denominated in US$ generates:
- an adjustment entry of +10 $ for Entity 1,
- an adjustment entry of -10 $ for Entity 2.

At the start of ADL processing, the Consolidation
Statement status is set at ADLS in order to indicate
that the processing has just started. This status then
immediately changes to ADLC in order to indicate that
the processing is under way; this dual management of
status makes it possible for automatic restart to be
performed correctly in the event of a problenm
occurring. The status finally changes to ADLE to
indicate the end of processing. The signal indicating
the latter status at point 133 makes it possible to
initiate the following processing procedure (Figure
10) which is an intermediate stage in the procedure of
calculation of the net asset value (NCA). This stage
is made necessary by a special feature of the
invention.

The illustrated procedure comprises the calculation of
data representing the preparatory valuation of the
Consolidation Statement. Processing is initiated in
response to the ADLE signal which is generated by
module CSA 30 and takes into account the Preparation
transactions transcribed into a preparation log (block
138), miscellaneous transactions (block 174) and
investment transactions recorded in an investments log
(block 178) and initiated by the Manager (aM) of the
consolidated_ set. The processing at block 140
generatés a preéaratory valuation transaction at 142,
updates a provisional log of the Entities at 145 and
provides a consolidated management report CMR at 220.
Block 136 represents an accounting motor module which
is initiated automatically at the start of processing
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of the preparatory valuation. As soon as the
preparatory valuation has been performed, module CSA
30 generates a signal PVE at 143 which automatically
initiates the Allotment due to Assets procedure ADA.

The start of the ADA procedure sets the Consolidation
Statement status at ADAS (Figure 6) in order to
indicate that the Allotment due to Assets is under
way. This procedure comprises the allotment to each
Cloned Entity, in accordance with the Consolidation
Ratio, of all the operations performed by the Asset
Manager of the consolidated set on the assets included
in the Consolidation Statement for which he/she has
responsibility.

Specific ADA processing is shown in particular in
Figure 11. This procedure, like the Allotment due to
Liabilities procedure described above, is performed in
three stages: preparation for ADA allotment at 144,
validation by the Global Asset Manager at 148 and
actual processing at 150. The allotment is based on
the day's operations recorded in the Consolidation
Statement (Preparation operations at 104, Preparatory
Valuation operation at 134, miscellaneous operations
at 142 and investment transactions at 132) and on the
day's CRCj; Ratios for the Entities. An allotment
proposal, made in proportion to the net assets and/or
in accordance with all other predetermined objective
criteria, is submitted to the Manager of the
consolidated set (AM) who validates it or, depending
on the circumstances, modifies it, the validated
proposal finally being allotted between the various
Entities. This procedure generates transaction orders
ADA at 152 in such a way that the portfolios of all
the Cloned Entities are always equivalent on a
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relative basis.

For example, allotment of the sale of 10 new

securities by the Global Asset Manager of two Entities

having Consolidation Ratios of 60% and 40%

respectively generates: ‘

- a purchase equivalent to 6 securities to Entity 1:
60% * 10, |

- a purchase equivalent to 4 securities to Entity 2:
40% * 10.

A sequence of transactions has been implemented during
the preceding processing'stages. It is then necessary

to generate the corresponding accounting transcrip-
tions at the level of each of the Cloned Entities.
That is what is performed by this processing in the
following stage shown in Figure 12.

The various transactions performed by the procedures
according to the invention update the provisional
Journal of cloned operations (OPJ) at 156 via an
independent and dynamic accounting motor (ACM)
represented at 154. The data of the Journal at 156 is
used for calculatibn, in a manner known per se, of the
net asset wvalue (NAV) at 160. A report of the net
asset value of the Cloned Entity is edited at 220 for
transmission to the Manager of the Entity in question.
The net asset value data is transmitted and stored in
the accounting database at 230.

To summarize, the processing system according to the
invention makes it ©possible to produce seven
statements:

1. A Preparation statement indicating the amount of
cash assets supplied to or withdrawn from the Asset
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Manager of the consolidated set;

2. A Consolidation Ratios statement indicating the
relative proportion of each Cloned Entity within their
Consolidation Statement(s);

3. A Liabilities Allotment statement for the wuse of
the Global Asset Manager of the consolidated set;

4. A consolidated management report which is based on
the statement supplied during Preparatory Valuation
for the Consolidation Statement and which is for the
use of the Global Asset Manager of the consolidated
set;

5. An Asset Allotment statement for the use of the
Global Asset Manager of the consoclidated set;

6. A specific management report which is based on the
statement supplied during calculation of the Net Asset
Value of the Cloned Entity and which is for the use of
the possible manager of the Specific Portfolio;

7. A report indicating the Net Asset Value of the
Cloned Entity for the use of the manager of the Cloned
Entity.

In the foregoing there has been described the
procedure for processing data from one cloned entity.
One interesting aspect of the procedure according to
the invention is that it makes it possible to process
data from more than one Cloned Entity in a global and
automatic fashion and to globalize such data within a
number of consolidated sets (Consolidation
Statements), which means that this procedure is
extremely flexible.

It should be emphasized that the processing procedure
according to the invention permits the global
processing of as many internal Portfolios within a
Cloned Entity as is desired, which means that a wide
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range of globalization options are offered, under
which each Cloned Entity remains wholly and absolutely
independent of the others. A Cloned Entity may also,
according to the invention, retain a proportion of its
assets which are not globalized but which are held in
a Specific Portfolio. Such advantages cannot be
offered by any of the known methods of globalization.

Thanks to the data processing system according to the
invention, the consolidated management report which is
drawn up automatically on a daily basis enables the
‘Global Asset Manager to take global management
decisions which the ' system immediately and
automatically allots between the various Internal.
Cloned Portfolios or between the various Cloned
Entities.

On the one hand, the Asset Allotment system, which
processes the Global Asset Manager's decisions,
generates data flows which are shown in the diagram of
Figure 13.

The investment decisions taken by the Global Asset
Manager (AM) 2 on the basis of the consolidated
management report (CMR) are passed on to the
Depositary 3 which receives market confirmation of
them. Each decision is then inserted in the allotment
systen (ADA) and-'processed as described above. The
Global Asset Manager receives an allotment proposal
made by the system in proportion to the net assets
and/or any other predetermined criteria and, after
validation by the Global Manager or the application of
any kind of modification by the .latter, it is
automatically allotted between the wvarious Cloned
Entities 1.
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On the other hand, the Liabilities Allotment system
relates to the transactions of cash assets.applied to
or performed by each of the Cloned Entities 1 and
generates data flows shown in the diagram in Figure
14. As described above, this processing system (ADL)
restores the balance between the Cloned Entitiés 1 by
generating a sequence of orders to purchase securities
emanating from those Entities having a surplus of cash
assets with the Depositary 3 and a sequence of orders
to sell the said securities emanating by those Cloned
Entities which have insufficient cash assets. This
-means that any event affecting the 1liabilities is
automatically processed by the system according to the
invention in such a way that the relative value
between separate Internal Portfolios or Internal
Portfolios belonging to separate Entities is always
maintained.

" The mode of implementation described above by way of
example is intended as an illustration only, and the
invention is in no way limited to this example. Any
modification, wvariation or equivalent arrangement must
be considered to be included under.the invention.
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CLAIMS

1. A data processing system for determining the se-
lective distribution and transfer of assets among dif-
ferent internal porfolios belonging to several
entities, said assets being represented by data stored
in a data base, the system comprising:

(i) first means for seazing data representing the
transactions involving the internal portfolios of each
entity,

(ii) second means for determining the relative propor-
tion of the assets of each entity in relation to the
assets of the other entities,

(iii) third means responsive to any transaction in-
volving at least one internal portfolio for rebalanc-
ing in the aggregate all the internal portfolios of
the different entities by transfers in proportion to
the net assets of each of entity in relation to the
other entities in such a way as to ensure that the net
assets of the different portfolios involved are always
equivalent on a relative basis,

(iv) fourth means responsive to any transaction initi-
ated by a global asset manager for allotting said
transaction to the internal portfolios of each entity
in proportion to the net assets of said entity in re-
lation to the other entities,

(v) fifth means for creating and storing an informa-
tion structure representing the consolidation state-
ment of the assets of said internal portfolios.

2. The system of claim 1, coﬁprising:

(i) net cash allocation means associated to the in-
ternal portfolios of each entity for calculating and
storing data representing the actual ratio between the
cash of each entity and the cash of the entities
participating to the present consolidation statement,

[
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(ii) means for calculating and storing data
representing the relative proportion of the assets of
each entity in relation to the other entities,

(iii) means responsive to any transaction invelving at
least one internal portfolio for allotting assets to
each entity in such a way as to re-balance the
internal portfolios on the basis of the relative pro-
portion of the assets.of each portfolio in relation to
the assets of the other internal portfolios,

(iv) means for calculating and storing data represent-
ing the preparétory value of the assets of the consol-
idation statement,

(v) means responsive to any transaction initiated by
the global asset manager for selectively allotting
said transaction to each entity in proportion of the
net assets of said entity in relation to the other en-
tities participating to the consolidation statement,
(vi) means for calculating and storing the net asset
value of the assets of each entity participating to
the consolidation statement.

3. A data processing system for determining the se-
lective distribution and transfer of assets among dif-
ferent internal portfolios belonging to one entity,
said assets being represented by data stored in a data
base, the system comprising:

(1) first means for seazing data representing the
transactions involving said internal portfolios,

(ii) second means for determining the relative propor-
tion of the assets of each internal portfolio in rela-
tion to the other internal portfolios,

(iii) third means responsive to any transaction. in-
volving at least one internal portfolio for rebalanc-
ing in the aggregate all the internal portfolios by
transfers 1in proportion to the net assets of each of

* [ L M S *
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them in such a way as to ensure that the net assets of
the different portfolios involved are always equival-
ent on a relative basis,

(iv) fourth means responsive to any transaction initi-
ated by a global asset manager'for selectively allott-
ing said transaction to each internal portfolio in-
volved in proportion to the net assets of said
internal portfolio,

(v) fifth means for creating and storing an informa-
tion structure representing the consolidation state-
ment of the assets of said internal portfolios.

4. The system of claim 3, comprising:
(i) net cash allocation means associated to each in-
ternal portfolio for calculating and storing data re-
presenting the actual ratio between the cash of each
internal portfolio and the cash of the present consol-
idated statement, _

(ii) means for calculating and storing data represent-
ing the relative proportion of the assets of each in-
ternal portfolio in relation to the other internal
portfolios,

(iii) means responsive to any transaction involving at
least one internal portfolio for allotting assets to
each internal portfolio in such a way as to re-balance
the internal portfolios on the basis of the relative
proportion of the assets of each portfolio in relation
to the other internal portfolios,

(iv) means for calculating and storing data represent-
ing the preparatory value of the assets of said
entity, '

(v) means responsive to any transaction initiated by
the global asset manager for selectively allotting
said transaction to each internal portfolio in propor-.
tion of the nets assets of said internal portfolio in

oy
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relation to the other internal portfolios,
(vi) means for calculating and storing the net asset
value of the assets of said entity.

5. The system of either of claims 1 to 4, wherein one
or several entities include at 1least one internal
portfolio participating to one consolidation statement
and at least one internal portfolio that does not
participate to said consolidation statement.

6. A data processing method for determining the se-
lective distribution and transfer of assets among dif-
ferent internal portfolios belonging to several enti-
ties, said assets being represented by data stored in
a data base, the method comprising the following
steps:

(1) a preliminary Preparation data processing stage in
which the data representing cash assets supplied to or
withdrawn from the Global Asset -Manager is calculated,
(ii) a data processing stage in which data represent-
ing the relative importance of each Entity within a
Consolidation Statement is calculated,

(iii) a global data processing procedure intended to
readjust the Internal Cloned Portfolios of the
different Entities, _

(iv) a data processing stage in which the data re-
presenting operations carried out globally is alloted
to each Internal Portfolio of each Cloned Entity,

(v) a procedure by which a set of information and
information processing structures are created to
permit the processing of data representing operations
carried out globally.

7. A data processing method for determining the se-
lective distribution and transfer of assets among dif-

LT
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ferent internal portfolios belonging to one entity,
said assets being represented by data stored in a data
base, the method comprising the following steps:

(1) a preliminary Preparation data processing stage in
which the data representing cash assets supplied to or
withdrawn from the Global Asset Manager is calculated,
(ii) a data processing stage in which data represent-
ing the relative importance of each Internal Portfolio
within a Consolidation Statement is calculated,

(iii) a global data processing procedure intended to
readjust the Internal Cloned Portfolios of the Entity,
.(iv) a data processing stage in which the data re-
presenting operations carried out globally is alloted
to each Internal Portfolio,

(v) a procedure by which a set of information and in-
formation processing structures are created to permit
the processing of data representing operations carried
out globally.

8. The method of claim 6, wherein the preliminary pre-
paration data processing comprises the step of comput-
ing and storing data representing the relative ratio
- between the cash assets of each entity and the cash
assets of the entities participating to the present
consolidation statement.

9. The method of claim 7, wherein the preliminary pre-
paration processing comprises the step of computing
and storing data representing the relative ratio be-
tween the cash asséts.of each portfolio and the cash
assets of the entity. '

10. The method of claim 6, wherein the data processing
for computing the relative importance of each entity

T

within a consolidation statement comprises the step of
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computing and storing data representing the relative
proportion of the assets of each entity in relation to
the assets of the internal portfolios participating to
the present consolidation statement. '

11. The method of claim 7, wherein the data processing
for computing the relative importance of each internal
portfolio within a consolidation statement comprises
the step of computing and storing data representing
the relative proportion of the assets of each
portfolio in relation to the assets of the other
internal portfolios participating to the consolidation
statement.

12. The method of claim 6 or 7, wherein the global
data processing to readjust the internal portfolios
comprises the step of alloting assets to each entity
in proportion of the net assets of each internal port-
folio in relation to the other internal porfolios
participating to a consolidation statement.

13. The method of claim 6 or 7, wherein the data pro-
cessing to allot to each internal portfolio the
operations carried out globally comprises the step of
distributing said operations among each internal port-
folio in proportion of the assets of each internal
portfolio 1in relation to the other internal port-
folios.
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