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T2S COSD framework is based on rules defined and maintained
by CSDs, which identifies the external conditions and triggers the
final booking in T2S only when these external conditions are
fulfilled.

The presentation explains the concept of COSD Framework in
T2S and describes principles and rules of the Framework.

The presentation gives details about process components of the
Framework which includes COSD Detection, COSD Blocking,
COSD Release and COSD Cancellation

The presentation also provide setup and process details for the
scenarios when COSD framework will be applied in case of intra-
CSD, cross-CSD and external CSD settlements.

EEEEEEEEEEEEEEEEEEE

EEEEEEEEEE

."fl-

-

D QYWD BRABHH S




The presentation aims to address following key
guestions on T2S COSD Framework

= What are the guiding principles of COSD?

= What are the components of the T2S COSD
Framework?

= What does T2S communicate to the process
stakeholders and How can the process stakeholders
monitor and control the COSD process?
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Scope of the presentation

-

= |Introduction to COSD
- What is COSD? Why is COSD useful in the T2S world?

= T2S COSD Framework
- What are the guiding principles of COSD?
- What are the components of the T2S COSD Framework?
- What are the business rules driving the COSD processing?

- What are the processing rules underlying the COSD
functionality?

- What does T2S communicate to the process stakeholders?

- How can the process stakeholders monitor and control the
COSD process? (synopsis of A2A and U2A tools within each
process step)

DAY DVDR/IVL

= Application of the T2S COSD Framework
- Analyse intra-CSD, cross CcSEhnd external CSD scenarios
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Introduction to COSD

What , Why and How of COSD?

-

= What is COSD?

Abbreviation for Conditional Securities Delivery. Special
functionality to settle instructions that require fulfilment of
a settlement condition outside T2S before securities
settlement can take place in T2S. This functionality is
expected to be used for a small number of instructions
only.

* Why is COSD useful in T2S world?

Enables fulfilment of all settlement conditions (internal
and external to T2S) in a coordinated manner. For
example, cash leg in currency ineligible in T2S or
mandatory completion of registration prior to settlement
In T2S.

DAY DVDR/IVL
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s Introduction to COSD

IR What , Why and How of COSD? (contd...)

= How does COSD facilitate the coordination between ’f
settlement in T2S and the conditions external to 7
T2S? 7
Example: Settlement in T2S with cash component in -

7
USD Step 3:
Step 1: Initial Completio.n of ;

v’ Step 1: Initial settlement rocessing serfemen E
processing in T2S; process in T2S
T2S is held

v’ Step 2: Completion of external
condition (Settlement in USD)

v' Step 3: Completion of settlement
process in T2S

Step 2: Settlement of US
Dollar cash component

EEEEEEEEEEEEEEEEEEE

EEEEEEEEEE



Terminology

-

= Business Settlement Instructions (BSI) is a settlement
Instruction sent by a T2S Actor

= Realignment Instructions (RI) is a settlement
Instruction that is generated by T2S in a cross CSD or
external CSD settlement scenario

DAY DVDR/IVL

= COSD Group of Settlement Instructions (Sl) is a
group of Sl(s) that contains the business settlement
Instructions (BSI) and their related realignment
Instructions if any (RI)
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t 5 T2S COSD Framework

TARGET = -SECURITIES Core Components

GUIDING PRINCIPLES FOR T2S COSD FRAMEWORK

v COSD Detection v COSD Rule Set

v/ COSD Blocking : v COSD Rule
v COSD Release Process Busmess Rules
v/ COSD Cancellation Components Engine
COSD
v CSD Framework T2S response in exceptional ;

situations and procedures for
handling errors by leveraging
T2S toolkit (e.g. failure to block

v/ CSD Participant
v Payment Bank

“:err:-rﬁ-l;:rnk Part Process Exception resources for COSD, resources
nistering Farty Stakeholders Management remain unblocked despite the
cancellation of COSD Group
Sl, etc)

Rules driven framework enriched with automated features of
COSD detection and blocking of resources to enable the
coordination of external settlement conditions with settlement in
T2S and ensuring timely communication of information to the
Impacted stakeholders
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t 5 T2S COSD Framework

RS Integration with T2S Settlement Engine

=
/‘& Settlement Settlement Instruction Instruction Hold/release \
rest ns ctions

cancellation amendments Instructions
H

BUSINESS VALIDATION

ALLEGEMENT

INSTRUCTION
CANCELLATION

EEIEEIIENIEEEEENIEEEEEEEEEE (L1
mmsmEssmsssEssmsaEEsameaaas aman
n =
N
L} [LLL LRI T (L1}
= EEsEEmssmsEmEEEEE aman
= EmsmEsssmsEEsEmEns aman

INSTRUCTION HOLD/RELEASE
AMENDMENT INSTRUCTION

CONDITIONAL
SETTLEMENT

- .
Liquidity POSTING
Transfers (eligibility check, provision check, booking)

technical netting, pricritisation, partial, auto-coll lisation, = H H
optimisati i H i H
H X H H H
INSTRUCTION RECYCLING
\ SETTLEMENT APPLICATION PROCESSES)

COSD Framework is embedded within the T2S settlement engine
and leverages the standard T2S functionalities
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= CSD(s)

= CSD Participant(s)

= Central Bank(s)

= Payment Bank(s)

= Administering Party(ies)

= Any other interested parties (includes third parties)

While all the stakeholders described above can be
Identified using a specific party type in T2S, their is no
specific attribute in the Party reference data identifying an
Administering Party (AP)
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Process Stakeholders

Concept of Administering Party

-

= What is the role of an Administering Party in COSD?

AP ensures the coordination between settlement conditions
external to T2S and settlement in T2S

= Who defines the Administering Party ?
CSD by specifying it in the relevant rule set

D YD DDA

= Who can be set-up as an Administering Party?
Any CSD Participant may be set-up as AP

= How can the Administering Party be identified in
T2S?

AP is defined for every COSD rule set (i.e. not a specific party
type) N e S
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= COSD rule i1s mono-CSD and defined at the level of
system entity (l.e. CSD)

= Central Banks cannot set-up COSD rules. They have to
liaise with the respective CSDs for set-up of COSD rules

= Settlement instructions sent by T2S actor or generated
by T2S (e.g. realignments) are subjected to COSD rules
set by the CSD that owns the securities account
specified In the settlement instruction
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T2S COSD Framework

Business Rules Engine

-

= For use of COSD application process, CSDs have first to
define in static data the COSD rules according to which
a settlement instruction is subject to a conditional
settlement. In particular it defines:

- COSD Rule Set
- COSD Rule(s)

DAY DVDR/IVL

= A COSD Rule Set may contain one or more COSD
Rules

= A COSD Rule is defined to specify the triggering
conditions that have to be met for having a conditional
settlement
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Business Rules Engine

COSD Rule Set

-

* The COSD Rule Set configuration can be done via U2A
only

* The CSD defines
- COSD Rule Set Validity Dates
- Administering Party
- COSD Processing Condition
- Securities Blocking (“Yes” or “No”)
- Cash Blocking (*Yes” or “N0”)

NS

= Any change to the COSD Rule Set and COSD Rule can
be applied only as of a future business date
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=] Business Rules Engine

TARGET= -SECURITIES COSD POS|t|Ve and Negatlve RUIeS Set Up

= T2S applies the conditional settlement according to the
"CoSD processing condition” of the CoSD rule:

- If Positive, i.e. the rule expresses the aim of the CoSD, the conditional
settlement is activated on the Securities and/or Cash part of the Sl
based on the administration type.

DAY DVDR/IVL

Rule | Administration CoSD CoSD CoSD rule parameter
Set type rule_seq Processing grp value
1 Y 1 ISO transaction code = "CORP"
RS 1 Securities & cash 2 Y 1 Security = "ISIN Y" and place of settlement = "CSD B"
3 Y 1 Place of settlement = "CSD B"

- If Negative, i.e. the rule expresses the exception to the CoSD, the
conditional settlement is not activated on the Settlement instruction for

this rule set

Rule Administration CoSD CoSD CoSD rule parameter

Set type rule_seq Processing grp value

1 N 1 ISO transaction code = "CORP"
1 Security = "ISIN A"
RS_5 Cash 5 v 2 Security = "ISIN B"

3 Security = "ISIN C"
4 Security = "ISIN D"
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Business Rules Engine

COSD Rule

-

= The COSD Rule configuration can be done via U2A only

= The CSD defines:
- Rule Sequence (i.e. order of validating the rules)

- COSD Processing (i.e. rule should trigger conditional
settlement (inclusion), or not (exclusion)

- Values of the COSD rule parameters

NS

= COSD Rule has a technical identifier assigned by T2S.
This technical identifier is used to refer to the rule in the
messages
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Business Rules Engine

T3

TARGET = -SECURITIES

COSD Rule - Parameters available for defining a

= The following parameters are available in the CoSD Rule

parameter set (p60 UDFS v2.0)

PARAMETER TYPE

DESCRIPTION

ISIN

It specifies the ISIN of the security defined in the settlement instruction.

Settlement currency

It specifies the currency code defined in the settlement instruction.

CsD

It specifies the CSD owning the delivering or receiving securities account defined in the settlement
instruction.

Securities account

It specifies the delivering or receiving securities account defined in the settlement instruction.

Country of issuance

It specifies the country of issuance linked to the securities code defined in the settlement instruction.

Place of settlement

It specifies the CSD of the counterparty defined in the settlement instruction.

ISO transaction code

It specifies the ISO transaction code of the settlement instruction.

Securities movement type

It specifies the type of securities movement. The exhaustive list of possible values is as follows:
DELI (deliver)

RECE (receive)

ZERO (settlement quantity is null)

O QY 8 0 R QDR BR

Payment Type Code

It specifies the type of cash movement. The exhaustive list of possible values is as follows:
APMT (against payment)
FREE (free of payment / separate payment)

Credit Debit indicator

It specifies the credit/debit indicator of the instruction.

Settlement Transaction
condition code

It specifies the condition code referenced in the settlement transaction.

Issuer CSD in T2S

It specifies whether the issuer CSD for the security referenced in the settlement instruction should be
external to T2S or not.

Delivering CSD in T2S

It specifies whether the delivering CSD referenced in the settlement instruction should be external to T2S

or not.

Receiving CSD in T2S

It specifies whether the receiving CSD referenced in the settlement instruction should be external to T2S

or not.

BIC of issuer CSD

It specifies the BIC of the issuer CSD linked to the security referenced in the settlement instruction.

BIC of delivering CSD

It specifies the BIC of the delivering CSD referenced in the settlement instruction.

BIC of receiving CSD

It specifies the BIC of the receiving CSD referenced in the settlement instruction.

EUROPEAN CENTRAL BANK
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4 COSD Rule - Mapping of COSD Rule Paramete
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= See p62 UDFS v2.0

TasLE 12 — AppLicABLE COSD RuLE PARAMETER AND MESSAGE FIELDS

TYPE OF

APPLICABLE COSD RULE PARAMETER CHECK MESSAGE MEessaGE FIELD
Security Direct sese,023 \FinInstrmId\ISIN
Settlement Currency Direct sese,023 \StdmAmt\Amt\ Coy
CSD owning the securities account Indirect sese.023 \QtyAndAcctDtls\SfkpgAcct\Id
Securities Account Direct sese,023 \QtyandAcctDtls\Sfkpgacct\Id
Country of Issuance Indirect | sese.023 \FinInstrmId\ISIN

\DlvrgSttimPties) Dpstry\Id\ AnyBIC3

Place of setlement (CSD of the counterparty) Indirect sese.023 ]
\RevgStimPties\Dpstry\Id\AnyBIC3

IS0 Transaction code Direct sese,023 \StdmParams\SctiesTxTp\Cd
Securities Movement Code Direct sese.023 \StmTpAndAddtiParams)\SctiesMvmntTp
Payment Type Code Direct sese,023 \StdmTpaAndAddtParams\Pmt

Credit Debit Indicator Direct sese,023 \StdmAmt\CdtDbtInd

Settlement Transaction Code Direct sese,023 \StdmParams\StHmTxCond\Cd
Issuer CSD in or out T2S (Boolean) Indirect | sese.023 \FinInstrmId\ISIN

Delivering CSD in or out T2S (Boolean) Indirect | sese.023 \DlvrgStimPties\Dpstry\Id\AnyBIC3
Receiving CSD in or out T2S (Boolean) Indirect sese.023 \RevgStiimPties\Dpstry\Id\AnyBIC*
BIC of Issuer CSD Indirect | sese.023 \FinInstrmId\ISIN

BIC of delivering CSD Direct sese,023 \DlvrgSttimPties) Dpstry\Id\ AnyBIC3S
BIC of receiving CSD Direct sese.023 \RevoSttimPties\Dpstry\Id\AnyBIC#

The same fields are applicable for sese.032 (e.g. T2S generated settlement instructions such as realignments)

&
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5 T2S COSD Framework

I Process Components — Gears of the COSD Fra

COSD
Release

COSD
Cancellation

Logical sequence of execution of the process components of
the COSD Framework

COSD COSD
Detection Blocking

) QY 8 R R QDR R ‘g
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COSD Detection

TTTTTT -SECURITIES ProceSS|ng RUIeS

-

= COSD analysis performed for all SI in COSD Group on ISD

= COSD Rule Parameters are matched against the Sl
attributes and reference data related to the Sl attributes*

v' Match found against a COSD Rule in a COSD Rule Set

No further rules are validated in the same COSD Rule Set
and process continues to check other COSD Rule Set(s)

v" No match found against a COSD Rule in a COSD Rule Set
Process continues to check other COSD Rule Set(s)

DAY DVDR/IVL

= Multiple COSD Rules may be applicable on the same SI. A
Hold instruction is created for each COSD Rule applicab

Release

* See indirect checks on slide 17
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COSD Detection

Process Flow Chart

@

-

\

-

Matched
BSl and RI
(if any)

Wait for ISD

T

No

Business Date

Send updates to

Continue with settlements
processing

?

Yes

Yes—»

Validate if COSD
has already been
detected for
COSD Group Sl

All Sl in the COSD Group
are validated against the

Perform COSD
Analysis

Perform updates
on Slin COSD

process <
stakeholders

Group

—Yes

1. Update of COSD Hold
Status and COSD Flag

against a
SOSD Rulg?

No

v

Continue with settlements
processing

COSD Rules

D YD DDA

ves 2. Creation of maintenance
instructions
COSD DETECTION
v
COsD
BLOCKING
COSD
Release

&
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CoSD Detection

K Information Flow to Process Stakeholders

= At ISD, when T2S detects the CoSD, it sendé*:

- "Executed"”
SecuritiesSettlementConditionModificationStatusAdvice

Notifies execution of maintenance instruction initiated by T2S to
put the relevant SI on CoSD Hold (one message per rule)

- "CoSD Hold“ SecuritiesSettlementTransactionStatusAdvice

Notifies the instruction is on CoSD Hold. Only one message with
all the rules applying for the given instruction

- “Counterparty’s Settlement Instruction on Hold"
SecuritiesSettlementTransactionStatusAdvice.
Notifies the counterparty via status advice

= AP and the interested parties receive the messages
based on their message subscription

= See section 2.3.4.2 in UDFS v2.0 _)_

-

DAY DVDR/IVL

COSD
. . Release
e Additional status advice messages are created

for “linked instructions on hold” when realignments are involved @ Dggzi%n Bfo?;z'r?
in COSD group of S = J
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COSD Blocking

Processing Rules (1)

-

T2S generates intra-position and/or intra-balance movements
to block resources as defined in the COSD rule set. No partial
settlement for COSD blocking

Blocking of resources not initiated until release of any other
hold (i.e. Party Hold, CSD Hold or CSD Validation Hold)
already existing on Sl identified for COSD processing

D QYWD BRABHH S

T2S blocks the resources only once even if multiple COSD
rules are applicable on the same SI

T2S blocks the securities and/or cash in the securities and/or
cash delivering account irrespective of the Sl to which the
COSD rule applies
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=y CoSD Blocking

TARGET -SECURITIES PrOCeSSIng RUIeS (II)

In case of external scenario with a CoSD rule on the DELI realignment instruction created by the
CSD in T2S, the DELI realignment instruction on the inter-CSD account will be on "CoSD hold"
and a Settlement Restriction of CoSD blocking will be generated in order to block the securities
on the dedicated position of the inter-CSD account.*

» For an external CSD scenario, involving delivery of securities outside T2S,

- Securities Blocking: T2S will create realignment instruction on the inter-CSD securities
account. Since this instruction will represent the receipt leg, COSD blocking of securities
will always happen on the participant securities account delivering securities even
though the CoSD rule might be detected for the realignment instruction.

- Cash Blocking: T2S will block the cash on the DCA mentioned in the receiving business
instruction or the default DCA defined for the receiving securities account if a DCA is not
mentioned in the receiving business instruction.

D Gy D DR BHRH B

= For an external CSD scenario, involving receipt of securities in T2S,

- Securities Blocking: T2S will create realignment instruction on the inter-CSD securities
account. This realignment instruction will represent the delivery leg and therefore COSD
blocking of securities will be done on the inter-CSD account.

- Cash Blocking: T2S will block the cash on the DCA mentioned in the receiving business
instruction or the default DCA defined for the receiving securities account if a DCA is not
mentioned in the receiving business instruction.

* In case a Settlement Instruction meets the CoSD rule and there is no @
securities (or no cash) to be blocked due to a PFOD (or due to a FOP), then

. EUROPEAN CENTRAL BANK
no CoSD blocking occurs -
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COSD Blocking

Process Flow Chart

cosD
DETECTION

'--,.'-

eed for
resources to
blocked?

Wait for the other hold to be
released

+

Yes

Resources
to be
blocked

Perform updates
on Sl on COSD
Group

Validate if
matched Sl(s)
already held for
other prupose

Other Hold
exists?

Block resources
for COSD
(Postings)

«—No

Yes

Send updates to
process
stakeholders

Wait for next action
|

COSD BLOCKING

No—

Create Settlement
Restrictions

)

Perform provision
and eligibility
checks

Y

cosD
RELEASE

Release or
Cancellation?

Y

CcosD

CANCELLATION
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=] CoSD Blocking

BRI [nformation Flow to Process Stakeholders

-

After successful blocking of resources, T2S informs the
Interested parties:

- “Full settlement” IntraPositionMovementConfirmation and/or
- “Full Settlement” IntraBalanceMovementConfirmation

= To identify the Settlement Instruction to which this Settlement
Restriction relates, the corresponding confirmations will contain
the T2S Reference of the related Settlement Instruction in
supplementary data

= Settlement instruction status advice sent to the interested
parties and the AP

- “Waiting CoSD release”
SecuritiesSettlementTransactionStatusAdvice

S AV HJH/L

= See sections 2.3.4.2.1 and 2.3.4.2.2 in UDFS v2.0
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5 COSD Release

TARGET=-SECURITIES PrOCeSSIng RU|eS

-

= AP or parties having sufficient privileges to instruct on behalf
of the AP can release an instruction in “Waiting COSD
Release”.

= Each AP must release each of its COSD rule that applies to
each Sl individually (i.e. one release per COSD rule per Sl)
specifying the CoSD rule.

D QYWD BRABHH S

= All APs managing the COSD rules applicable on a SI must
send the release instructions for the Sl to be released

= All Sl in the COSD Group on which one or more COSD rules
apply must be released for the settlement to commence
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COSD Release

Process Flow Chart

Y

Release
instruction
sent by AP

Wait for other AP
releases

.| Validate Release
Instruction

COSD Hold
exists?

<Yes

No

v

Use COSD
Blocked resources
for settlement

Reject

No

Validation

Send updates to
stakeholders

(“Acceptance of
COSD release”)

Validate
Referenced
Instruction

Validate if other SI

Send updates to
stakeholders

in COSD Group
on COSD hold

(“No Hold
remains”)

Perform updates
to the instruction
released

4—No

COSD RELEASE

Release denied
(Inx already be settled or
cancelled or blocking is
pending)

A
No

Validation

Yes—p
successful?

Send updates to
stakeholders
(“Execution of

COSD release”)

Pending COSD
rules?

Check for other
pending COSD
rule

Yes

v

Send updates to
stakeholders
(“COSD Rule

Release, Other
Rule(s)
remain(s)”)

v

Proceed for settlement

(provision checks and
postings)
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COSD Release

Information Flow from AP to T2S

= Privileges required for sending the release “Release
COSD Hold settlement instruction on behalf of an
Administering Party”. Message to be used for releasing
Instruction on COSD Hold “sese.030 (section 3.3.8.10,
UDFS v2.0)"

D QYWD DV BB/

= T2S reference (Market Infrastructure Transaction
|dentification) of the SI and COSD rule identifier must be
specified in the release instruction. AP should be
specified as the Instructing Party in the BAH of the
release instruction (same as in the COSD Rule Set)

= See annex 4.1 of UDFS v2.0 for other rules
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t 5 COSD Release

BRI [nformation Flow to Process Stakeholders

-

* |n case the release can be processed, T2S will send the

following messages* per release executed:
- “Accepted” SecuritiesSettlementConditionModificationStatusAdvice
- “Executed” SecuritiesSettlementConditionModificationStatusAdvice*

= For each release executed, T2S will send a status

advice* of the settlement instruction on COSD Hold:

- Either notifying there are no more COSD rules to be released
- “No Hold remain(s)” SecuritiesSettlementTransactionStatusAdvice
- Or notifying that there are still some rules to be released

- “COSD Rule Release, Other rule(s) remain(s)”
SecuritiesSettlementTransactionStatusAdvice

S AV HJH/L

COSD
Release

COSD
Cancellatio

* Refer UDFS v2.0, Section 2.6.3 -CoSD release lifecycle processing COSD COSD
for information on the messages received by the involved parties. @ Detection Blocking
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COSD Cancellation

Processing Rules

-

= |nstruction on COSD can be requested for cancellation
either by the AP administering the COSD rules
applicable on the instruction or the CSD owning the
Instruction

DAY DVDR/IVL

= Each AP must send one cancellation per instruction only
irrespective of the number of COSD rule(s) it monitors on
the instruction (e.g. not one cancellation per rule)

= All APs administering an instruction must send
cancellations for the COSD cancellation to take effect
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t5 COSD Cancellation
TARGET = -SECURITIES PI’OCESSing Rules

= COSD cancellation also follows the principles of bilateral
matching of cancellations

-

= Counterparty will be notified (i.e. allegement of a cancellation)
once all cancellations are received from AP(s)

S AV HJH/L

= AP will not be allowed to send cancellation of BSI, if at least one
COSD rule applies on at least one realignment instruction

= AP of the CoSD rule will be notified about the cancellation
Initiated by the counter party.

COSD COSD

COSD
Release
Detection Blocking

@ COSD

Cancellatio
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COSD Cancellation

Processing Rules

-

= Only CSD and APs will be allowed to send cancellation
requests for a BSI on COSD Hold

= CSD will be allowed to request cancellation of a
business settlement instruction on COSD Hold
Irrespective of the number of APs administering the
Instruction. Only one cancellation instruction is required

DAY DVDR/IVL
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COSD Cancellation

Process Flow Chart

_No

No action

Cancellation
instruction
sent by AP

Validate
Cancellation
Instruction

Reject

No

Send updates to
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(“Acceptance of
cancellation”)

Validation
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Referenced
Instruction
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blocked?

Check if resources
have been
blocked for COSD

A

Send updates to
stakeholders
(For underlying
Sls and Cxl inx)
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underlying Sl(s)
and cancellation

instruction

Yes

;

Create settlement
restrictions for
unblocking
resources

COSD CANCELLATION

sounterpal
cancellation
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No

.

Send updates to
Stakeholders
(Pending
counterparty
confirmation and
Cancellation
requested staus
advice)

Cancellation denied
(Inx already be settled or
cancelled or pending
cancellation from the AP exists)

Validation
successful?

Check for
counterparty
cancellation

e—Yes

Check if
cancellations have
been rcvd from all

APs involved

All APs have
sent cxls?

Wait for
No other AP
i cancellation

Send updates to
stakeholders
(“Cancellation

pending from AP)

v

Proceed for settlement
(provision checks and
postings)
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COSD Cancellation

Information Flow from AP to T2S

-

Privileges are required for sending the COSD
cancellation

Message to be used for cancelling the instruction on
COSD Hold “sese.020 (section 3.3.8.1, UDFS v2.0)”

DAY DVDR/IVL

T2S reference (Market Infrastructure Transaction
|dentification) of the SI must be specified in the
cancellation instruction. AP should be specified as the
Instructing Party in the BAH of the cancellation
Instruction (same as in the COSD Rule Set).

See annex 4.1 of UDFS v2.0 for other rules
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s COSD Cancellation

BRI [nformation Flow to Process Stakeholders

* |n case the cancellation instruction can be processed, the process
stakeholders will receive the following message usages:

“Accepted” SecuritiesTransactionCancellationRequestStatusAdvice

- “Cancellation pending from Administering Party”

SecuritiesTransactionCancellationRequestStatusAdvice (This message

DAY DVDR/IVL

usage is sent when T2S is expecting cancellation(s) from other AP(s))

- “Executed” SecuritiesTransactionCancellationRequestStatusAdvice
- “Pending Cancellation, awaiting confirmation from the Counterparty “
SecuritiesTransactionCancellationRequestStatusAdvice
- "Cancellation Requested" SecuritiesSettlementTransactionStatusAdvice
Release
Refer UDFS v2.0, Section 2.7.3 CoSD Cancellation Instruction COSD COSD
Lifecycle processing for information on the messages received by Detection Blocking

the involved parties @ COSD

Cancellatio
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T2S COSD Framework

Guiding Principles — Dos and Don’ts

-

= T2S identifies AP based on the party BIC. If the CSD
fulfils the role of an AP, it iIs mandatory to use a different

party

= COSD detection is not done for Sl already on COSD
process (I.e. later changes to the rules will not impact
existing COSD processes)

oo snas

= All settlement instructions in the COSD Group will be
identifiable to be on COSD process (COSD Flag “Yes”)

EEEEEEEEEEEEEEEEEEE
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T2S COSD Framework

Guiding Principles (continued)

-

= Cash or Securities resources will only be blocked on the
securities accounts (and/or linked cash accounts) in the
CSD owning the BSI and not on the securities accounts
In the realignment instructions

DAY DVDR/IVL

= COSD Blocked resources will not be allowed to
unblocked / used for any other purpose while the related
Sl exists

= Cancellation of T2S generated instructions will not be
allowed by AP / CSD / T2S Parties (except for auto-
collateralisation reimbursements)

EEEEEEEEEEEEEEEEEEE
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T2S COSD Framework

Guiding Principles (continued)

-

= Cancellation of BSI on COSD follows the principles of
bilateral cancellation

= All instructions in the COSD Group will be cancelled by
T2S in case of (a) Failure during revalidation and (b)
Change in realignment chain. Blocked COSD resources
will not be released in such scenarios. T2S Operator will
be informed about COSD blocking without underlying SI
on hold

NS
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T2S COSD Framework

Guiding Principles (continued)

= AP will be informed Iin the following circumstances
(subject to message subscription)

v" Instruction identified on COSD process
v' COSD release pending from AP
v Cancellation pending from Administering Party

v Cancellation pending awaiting cancellation from
counterparty

v Cancellation requested from counterparty
v Cancellation accepted/executed/rejected/denied
v Release accepted/executed/rejected/denied

EEEEEEEEEEEEEEEEEEE

EEEEEEEEEE
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5 T2S COSD Framework

TARGET

-SECURITIES

Exception Management

Blocking resources for COSD

Exception 1: Instruction identified on COSD also on Party
Hold / CSD Hold / CSD Validation Hold

Exception 2: Resources cannot be blocked because intraday
restriction applies on securities / cash accounts

Exception 3: Securities / Cash is insufficient for COSD
Blocking

Exception 4: Cash blocked for COSD unused until EOD

settlement (also consider the case wherein the DCA closure
date is the next business date)

COSD
Detection

Cancellation of instructions on COSD process

Exception 6: AP has sent COSD cancellation but
() instruction is already settled / cancelled, or
(b) AP cancellation instruction already exists in T2S or

COSD
Blocking

(c) COSD Realignment instruction related to instruction is on COSD

Hold

Exception 7: CSD cancels an instruction wherein the realignment

instruction related to instruction is on COSD

&

Release of COSD identified instructions

Exception 5: AP has sent COSD release but

() instruction is already settled / cancelled, or

(b) AP release instruction already exists in T2S, or
(c) COSD Blockings are still pending

COSD
Release

COSD
Cancellatio
n

Other scenarios involving recycling of COSD identified
instructions

Exception 8: Instruction identified on COSD fails revalidation

Exception 9: Change in realignment chain for instructions on
COSD

Exception 10: Mix of COSD release and COSD cancellations
sent by different Administering parties.

* Non-exhaustive list of exceptions

EUROPEAN CENTRAL BANK

EUROSYSTEM

-

S AV HJH/L



=] Exception Management

TARGET = -SECURITIES BIOCk'”g Resources for COSD

Identifier Exception Description T2S Action / Response

Exception 1 Instruction identified on COSD also on Party = COSD Blockings not
Hold / CSD Hold / CSD Validation Hold generated until the hold is
released by the CSD / Party

§

Ny 0 O QYD O DR NS

Exception 2 Resources cannot be blocked because Intraday restriction for intra-
intraday restriction applies on securities / position / intra-balance
cash accounts movement communicated

Exception 3 Securities / Cash is insufficient for COSD Provision check failure for
Blocking intra-position / intra-balance

movement communicated

Exception 4 Cash blocked for COSD unused until EOD All unused cash blocked for
settlement COSD is released at EOD and
settlement restrictions
* The DCA closure date is the next business  generated for blocking cash
date on the next business date

* No cash blockings generated
if DCA closes on the next
business date

EUROPEAN CENTRAL BANK

EUROSYSTEM



= See 1.4.3.2, UDFS v2.0(Night time settlement period)
and

= At the end of the day, during the closure of real time
period, T2S releases the blocked and reserved cash
balances for the retransfer of cash to RTGS.

- T2S therefore decreases the COSD blocked cash
positions (See 1.4.4.4.7, UDFS v2.0) and

- regenerate new COSD blocking instructions that will
be attempted to settlement at the start of next day
(Sequence 0 of the Night Time settlement — See
1.4.4.2.4, UDFS v2.0)

EEEEEEEEEEEEEEEEEEE

EEEEEEEEEE
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o= Blocking Resources for COSD

RS Exception 4 - EOD Release of blocked cash restt

-

= T2S sends:

- “Full settlement” IntraBalanceMovementConfirmation for the
decrease of the already blocked COSD balance

- “Full settlement” IntraBalanceMovementConfirmation upon
settlement of the COSD blocking at the end of sequence O if
successful

NS

= T2S will update the status of the COSD settlement
Instruction from “Waiting COSD release” to “COSD Hold”
and notify the relevant actor(s) with the a sese.024.

= Upon re-blocking of the resources, the “Waiting COSD
release” will be provided again

EEEEEEEEEEEEEEEEEEE
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=] Release of COSD Identified Instr

TARGET=-SECURITIES Exceptlon 5 - Fallure Of the release

-

= Exception 5: AP has sent COSD release but
Instruction is already settled / cancelled, or AP
release instruction already exists in T2S, or COSD
Blockings are still pending

DAY DVDR/IVL

* |n case the release instruction cannot be processed, the
AP will receive the following message usages:

- “Rejected”
SecuritiesSettlementConditionModificationStatusAdvice

- “Denied” SecuritiesSettlementConditionModificationStatusAdvice
- This usage occurs after positive validation of the release

= See 2.6.31n UDFS v2.0
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o= Cancellation of Instructions on CO

IR Exception 6 - Failure of the cancellation

-

= Exception 6 : AP has sent COSD cancellation but
Instruction is already settled / cancelled, or AP
cancellation instruction already exists in T2S or
COSD Realignment instruction related to instruction
Is on COSD Hold

DAY DVDR/IVL

= AP will receive the following message usages:

- “Rejected”
SecuritiesTransactionCancellationRequestStatusAdvice

- “Denied”
SecuritiesTransactionCancellationRequestStatusAdvice

- This usage occurs after positive validation of the cancellation

= See2.7.3iNnUDFSVv2.0 &
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= Exception 7: CSD cancels an instruction wherein the
realignment instruction related to instruction is on
COSD

* |n this scenario, T2S cancels all the settlement instructions in
the COSD Group(after bilateral cancellation). However, the
blocked resources for COSD are not released. The CSD (or
NCB) should check with the APs before unblocking the
resources in T2S

= CSD (or NCB) requires special privilege to unblock the COSD
blocked resources. An additional validation ensures that only
those COSD blockings are unblocked wherein the COSD

settlement instructions are already cancelled
&

EEEEEEEEEEEEEEEEEEE
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=] Exception Management

EREEIIE Recycling of COSD ldentified Instructions

Identifier Exception Description T2S Action / Response

Exception 8 Instruction identified on COSD fails * All the instructions in the
revalidation COSD Group are

automatically canceled
* Resources (cash / securities)
blocked for COSD are not
released automatically
» CSD and/or NCB may
unblock the resources after
agreement with all the
involved Administering Parties

§

N0 A QYD B DR Y

Exception 9 Change in realignment chain for instructions ~ Same as above

on COSD

Exception 10  Instruction is identified on COSD involving COSD cancellation can be
multiple Administering Parties(AP). AP1 initiated even after COSD
sends release while AP2 sends cancellation  release by other AP. Similarly
for their rules or vice versa. COSD release can be initiated

even after COSD cancellation
by other AP. T2S will initiate
release of SI when all release
are received or initiate
cancellation when all
cancellations are received
from involved APs.



Exception Management

t =) Exception 10: Mix of COSD release and COSD

TARGET = -SECURITIES

sent by different APs (1/3)

Case 1 : COSD release by AP1 but COSD cancellation initiated by AP2, finally both APs agree to
release the instruction

Action by Party T2S Processing

1 AP1 sends release for rule AP1 is informed of the release of its rule with the message
confirming the execution of its CoSD release.
S| remains pending as AP2 is yet to release the hold.
Interested parties are informed regarding the status “CoSD

rule release, other rule remains”
Note: The Interested Parties of the “CoSD rule release, other rule remains” do not
include the Administering Parties (see UDFS v2.0 page 773)

.

N A YO VSR

2 AP2 sends cancellation (may  T2S processes the cancellation request but does not
be due to a mistake or a fail in  execute it since AP1 has not yet sent its cancellation.
the external condition outside  AP2 is informed about the not execution of its cancellation

T2S). with a “Cancellation pending from Administering Party”
Note: See UDFS v2.0 § 2.7.3.3 CoSD Cancellation Instructions received Check
(page 778)
3 AP2 realises the mistake/ Since CoSD release request for each rule are received,

solves the failure outside T2S, T2S will continue with process of settlement
and sends release for its rule.

The above behaviour implies that CoSD release by AP can be executed by T2S even after receiving
CoSD cancellation for the instruction by the same AP. T2S doesn’t release the instruction until all
CoSD releases received from all the APs.

&
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Exception Management

t =) Exception 10: Mix of COSD release and COSD C

TARGET = -SECURITIES

sent by different APs (2/3)

§

Case 2 : COSD release by AP1 but cancellation initiated by AP2, finally both APs agree to cancel the i'f
instruction. ?,'.-‘
Step Action by Party T2S Processing ?f
1 AP1 sends release for its AP1 is informed of the release of its rule with the message Fj‘
rule from first rule set confirming the execution of its CoSD release. »
(because the external S| remains pending as AP2 is yet to release the hold. -
condition outside T2S has Interested parties are informed regarding the status “CoSD 7
been fulfilled or may be due rule release, other rule remains” Fﬁ

to a mistake) Note: The Interested Parties of the “CoSD rule release, other rule remains” do not a

; include the Administering Parties (see UDFS v2.0 page 773) -

-
2 AP2 sends cancellation T2S processes the cancellation request but does not .
execute it since AP1 has not yet sent its cancellation. Fa
AP2 is informed about the not execution of its cancellation r

with a “Cancellation pending from Administering Party”

3 AP1 realises the mistake /  T2S processes the cancellation from second AP. Since all
is contacted by AP2 which ~ APs have requested cancellation, T2S will wait for
informs that the instruction  counterparty cancellation.
must be cancelled, and T2S informs the counterparty and the interested parties of its
sends cancellation. Sl regarding the status “Cancellation requested”
AP1 and AP2 are informed with a "Cancellation Pending

awaiting for confirmation from the Counterparty"
Note: UDFS v2.0 § 2.7.3.4 Counterparty’s Cancellation Instruction check (page 779)

EUROPEAN CENTRAL BANK
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TARGET = -SECURITIES

Exception Management

= Exception 10: Mix of COSD release and COSD

sent by different APs (3/3)

Case 2 : COSD release by AP1 but cancellation initiated by AP2. Finally both AP agree to cancel
instruction — continued

Action by Party T2S Processing

4 CSD of the counterparty T2S processes the request and cancels the Sl as all
sends cancellation for its cancellations are received.
leg

S QY & R DR

If CSD sends cancellation in previous step 3, it will initiate cancellation process irrespective of
previous release by one AP and cancellation by another AP.

O

The above behaviour implies that CoSD cancellation can be initiated even after CoSD release
instructed by the same Administering Party. T2S does not cancel underlying until cancellation request
from either all involved Administering Parties or CSD itself sends the cancellation, along with
counterparty cancellation.

EUROPEAN CENTRAL BANK
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t5 Intra-CSD scenario
e P1 delivers to P2 — cash settlement outside T2S

= Business scenario
- Participant 1 (P1) delivers securities to Participant 2 (P2)
- Both participant have securities accounts in the CSD1
- P1 and P2 are both direct participants

= Set-up
- CSD1 has defined CoSD rule set 1, with CoSD rule 123 for blocking of securities in case the
currency of a delivery settlement instruction is USD. The administering party is AP1 (e.g.

S QY 0 BN HR &

T2S Party of CSD1) ;
Parameters ;
A
|
Rule CoSD rule set Administer | Processing CoSD CoSD
setld | validity date ing party condition Rule processm
(from)
1 01/01/14 Securities DELI uUsD

&

EUROPEAN CENTRAL BANK
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= Intra-CSD scenario

e COSD Detection

TARGET

= OnISD, T2S detects that instruction from P1 is subject to COSD

The interested parties of the settlement instruction of P1 can receive the below messages upon subscription
- The “COSD Hold” will contain the rule identification (e.g. 123)
- T2S updates the COSD flag of both P1 and P2 instruction to “Yes”
- T2S sends a status advice notifying P2 that the counterparty is on Hold

- Please note that since there is no cash settlement in T2S, in this scenario the Payment Bank and NCB are not in the list of
interested parties

"Executed” SecuritiesSettlementConditionModificationStatusAdvice

MessaGE ITEM Data Tree [ Cope UTILISATION

NoSpecifiedRzason MoRassanCads The only possible vales is
Document) SctiesSttimCondMod StsAdec/Prog Stsf Cmphtd MoSpefdRen | — MNORE

"COSD Hold" SecuritiesSettlementTransactionStatusAdvice

Instructing Part
9 y MESSAGE ITEM DaTA TyPE / CODE UTILISATION

Code

. PendingReason2Code The only possible value is PRSY
Document/SctiesSttimTxStsAdve/SttlmSts/Pdg/Rsn/Cd/Cd ye

N O A QYR DR DR B[R

P1 (account

AdditionalReasonInformation

Business Sender

Owner) ] RestrictedFINXMax210Text | CoSD Rule
Document/SctiesSttimTxStsAdve/SttlmSts/Pdg/Rsn/AddtRsnInf
Indicator YesNoIndicat The onl ible value is TRUE
esMolndicator e only possible value is
Document/SctiesSttimTxStsAdve/TxDtls/SttimParams/HIdInd/Ind yp
Code Registration2Cod The onl ible value is CDEL
. eqistration2Code e only possible value is
Document/SctiesSttimTxStsAdve/TxDtls/StimParams/HIdInd/Rsn/Cd/Cd yp
AdditionalInformation
Document/SctiesSttimTxStsAdve/ TxDtls/SttimParams/HIdInd/Rsn/ RestrictedFINXMax210Text | CoSD Rule

| AddtlInf

Instructing Party “Counterparty’s Settlement Instruction on Hold" SecuritiesSettlementTransactionStatusAdvice

MESSASE ITEM DaTa TYPE ||r CoDE UTILISATION

P2 (account Code

Business Sender
owner) Document) SctiesSttimTxStsAdve/ StdmSts/Pdg/Rsn/Cd/Cd

PendingReasonlCode The only possible value is PRCY

EUROSYSTEM



= Intra-CSD scenario

e COSD Blocking

= T2S attempts to block the resources (e.g. securities in this scenario)

- T2S sends the blocking confirmation to the interested parties that have subscribed to the message
- T2S sends a status advice to the AP notifying that the settlement instruction is ready for release

“Full settlement” IntraPositionMovementConfirmation

MESSAGE ITEM DaTa Type / CODE UTILISATION
RestrictedFINDecimalNumber i '
3 RestrictedFINDecimalNumber Quantity effectively
Document/IntraPosMvmntConf/IntraPosDtls/SttldQty/Unit settled
P1 (aCCOUnt Reference number
owner) Identification RestrictedFINMax30Text assigned by T2 that
Document/IntraPosMvmntConf/IntraPosDtls/SctiesSubBalld/T1d identifies
the restriction
Cod "
¢ SecuritiesBalance Typel1Code Sub IJ_al_Ian(e from _the
Document/IntraPosMvmntConf/IntraPosDtls/BalFr/Tp/Cd securities are moving
Identification Sub-balance to which the

Exact4Alphal Text . .
Document/IntraPosMvmntConf/IntraPosDtls/BalTo/ Tp/Priry/Id Hac ALMENC ex securities are moving.

“COSD awaiting from Administering Party” SecuritiesSettlementTransactionStatusAdvice

Messace ITEM Data Tvee / CoDE UTILISATION
. P1
Business Code , ,
; PendingR 2Cod The onl bl I CDLR
Sender (ACCOUnt Document/SctiesSttimTxStsAdve/SttimSts/Pdg/Rsn/Cd/Cd Encndreason=Loce & only possitie value 15

OWner) Indicator YesNoIndicator The only possible value is TRUE
Document/SctiesSttimTxStsAdve/ TxDtls/SttimParams/HIldInd/Ind
Code Registration2Code The only possible value is CDEL

. Document/SctiesSttimTxStsAdve/ TxDtls/SttimParams/HIldInd/Rsn/Cd/Cd
Instructing Party

Additionallnformation RestrictedFINXMax210Text | CoSD Rule
Document/SctiesSttimTxStsAdve/ TxDtls/SttdmParams/HIdInd/Rsn/
AddtiInf

EUROPEAN CENTRAL BANK
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TARGET

(-

-SECURITIES

=1 Intra-CSD scenario
COSD Release by AP1

.

- T2S sends acceptance and execution notification of the release instruction to the AP1
- T2S sends a status advice to the interested parties notifying that the settlement instruction of P1 is no longer on CoSD hold

- T2S sends a status advice to the interested parties notifying that the settlement instruction of P2 is no longer on Counterparty Hold

Instructing Party

Business Sender

Instructing Party

Business Sender

sese.030 — Release for P1 instruction using T2S reference for rule 123

“Accepted” SecuritiesSettlementConditionModificationStatusAdvice

AP1 sends the release instruction to T2S mentioning the rule 123

MessacE ITEM

Data Tvee [ Cobe

UTILISATION

NoSpecifiedReason

Document) SctiesSttimCondMaod StsAdve Prog Sts/ AckdAccprd/MoSpcfdRsn

MNoReasonCoce

The only possible value is
MORE

“Executed” SecuritiesSettlementConditionModificationStatusAdvice"

MessaGe ITEM

Data Tyee [ Cope

UTILISATION

NoSpecifiedReason
Document/ SctiesSttimCondMaod SteAdwe) Prog Sts/ Cmiphtd/ MoSpcfdRen

MoReasonCode

The only possible value is
MORE

“No Hold remain(s)” SecuritiesSettlementTransactionStatusAdvice

MESSAGE ITEM

DaTA TYPE [ CODE

UTILISATION

P1 (account

owner) Code

Document)/ SctiesSttim TeStsAd v StimSts/Pdg/RsnCd/Cd

PendingReasoniCode

The anly possible value is FUTU

(Counterparty)

“No Hold remain(s)” SecuritiesSettlementTransactionStatusAdvice

MESSAGE ITEM

DaTA TYPE [ CODE

UTILISATION

P2 (account Code
Owner) Document/ SctiesSttimTxStsAdwe/ StimSts/Pdg/RsnfCd/'Cd

PendingReasonlCode

The only possible valse is FUTU
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= Intra-CSD scenario

Sl COSD Cancellation by AP1

TARGET

=  API1 sends the cancellation instruction to T2S

- T2S sends acceptance and execution notification of the cancellation instruction to the AP1 (one cancellation per AP managing a
rule)

- T2S sends a status advice to the interested parties notifying that the settlement instruction of P1 is pending counterparty cancellation

- T2S sends a status advice to the interested parties notifying that the settlement instruction of P2 is requested to send a cancellation

sese.020 — Release for P1 instruction using T2S reference

Accepted” SecuritiesTransactionCancellationRequestStatusAdvice

SecuritiesTransactionCancellationRequestStatusAdvice/ “Cancellation pending from Administering Party”

SecuritiesTransactionCancellationRequestStatusAdvice/ "Pending Cancellation, awaiting confirmation from the Counterparty

“Executed” SecuritiesTransactionCancellationRequestStatusAdvice

Instructing Party
T2S"Cancelled" SecuritiesSettlementTransactionStatusAdvice

P1 (Account
owner)

Business Sender

Instructing Party SecuritiesSettlementTransactionStatusAdvice / “Cancellation Requested”

P2 (account T2S"Cancelled" SecuritiesSettlementTransactionStatusAdvice

Business Sender

owner)

NV HODVIVD
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5 Cross-CSD scenario

GRS P1 delivers to P2 — cash settlement outside T2S

= Business scenario
- P1inCSD Ais selling

" . Omnibus a/ Omnibus a/
securities to P2'in CSD B Pl Mirror a/c csgu@ués& csgnal@uscsgl Mirror a/c p2

- CSD lis the intermediary T T T T —‘— T
CSD Between CSD A and CSDI

CSDB CSDA (Issuer) CSDB
= Set-up

- CSDI has defined COSD rule set 1, with COSD rule 123 for blocking of securities in case the .f

ISIN involved in a settlement instruction delivering ISIN ABC. The administering party is AP1

(e.g. T2S Party of CSDI) Parameters

A
\
Rule CoSD rule set Administer | Processing CoSD CoSD
set Ild | validity date ing party condition Rule processm
(from)

1 01/01/14 Securities DELI ABC

&
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Cross-CSD scenario

List of Stakeholders

-

CSD A (Delivering CSD)
P1 — CSD Participant of CSD A (Owner of Delivery BSI)
CSD B (Receiving CSD)

P2 — CSD Participant of CSD B (Owner of Receipt BSI)
CSD | (Issuer CSD)

CSDP A/l - CSD A as a CSD Participant of CSD |
CSDP B/l — CSD B as a CSD Participant of CSD |

AP 1 — Administering Party of the COSD rule in CSD |
Instructing Party and Business Sender of the BSI(s)

Dy YD BOHHHS e e
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t5 Cross-CSD scenario

TARGET = -SECURITIES

COSD Detection

On ISD, T2S detects that realignment instruction in CSD | is subjct to COSD

The interested parties of the settlement instruction of P1 can receive the below messages upon subscription

CSDP A/l
(Omnibus Account
owner)

CSDP B/l

(Omnibus Account

owner)

CSD A, CSDB

CSDP P1, P2

Instructing party

Business sender

é‘Executed“ SecuritiesSettlementConditionModificationStatusAdvice

Messact ITEM DaTA Tvee [ Cobe

UTILISATION

NoSpecifiedReason

Document) SctizsSttimCondMeod StsAdve/ Prog Sts/ Cmphd/MoSpcfdRsn HoRessonCode

The only possible value is
NORE

"COSD Hold" SecuritiesSettlementTransactionStatusAdvice

MESSAGE ITEM DATA TYPE |II CODE

UTILISATION

Code

Document) SctissSttimTxStsAde/ StimSts/Pdg/RsniCd/'Cd

The only possible value is PRSY

AdditonalR easonInformation

RestrictedFINXMa:2 10Text
Document/ SctiesSttimTeStsAdwe StimSts/Pdg/ Ren/ AdddRsnInf ! =

05D Rule

Indicator

YesMolndicator
Document) SctiesSttimTieStsAdwe) TeDtls/SttlmParamsHidInd Trd et

The only possible value is TRUE

Code

Document) SctiesSitimTieSsAdwee/ TeDids/StdmParams/HidInd /Ren/ CA/Cd

The only possible value is CODEL

{‘Counterparty's Settlement Instruction on Hold" SecuritiesSettlementTransactionStatusAdvice

MESSAGE ITEM DATA TYPE ||r CoDE

UTILISATION

Code

. PendingReasonlCode
Document/ SctiesSttimTxStsAdw StimSts/Pdg/Rsn/Cd/Cd

The only possible value i PRCY

é“Pending linked instruction" SecuritiesSettlementTransactionStatusAdvi

ice

MEessaGE ITEM DaTA TypPe / CODE

UTiLIsATION

Code

. PendingReason2Code
Document/SctiesStmTxStsAdve/StimSts/Pda/Rsn/Cd/Cd

ISO reason code for the
eligibility failure. The only
possible values are:

- LINK

* Since there is no cash settlement in T2S, in this scenario the Payment Bank @

and NCB are not in the list of interested parties EURORCAN CENIAAL BANX
EUROSYSTEM
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t5 Cross-CSD scenario

e COSD Blocking

= T2S attempts to block the resources (e.g. securities in this scenario)

- T2S sends the blocking confirmation to the interested parties that have subscribed to the message
- T2S sends a status advice to the AP1 notifying that the settlement instruction is ready for release

CSDP

“Full settlement” IntraPositionMovementConfirmation

MESSAGE ITEM

DaTA TvPE / CODE

UTILISATION

RestrictedFINDecimalNumber
Dacument/IntraPosMvmntConf/IntraPosDtls/Stild Qty/Unit

RestrictedFINDecimalNumber

Quantity effectively
settled

Identification
Document/IntraPosMvmntConf/IntraPosDtls/SctiesSubBalld/Id

RestrictedFINMax30Text

Reference number
assigned by T2S that
identifies

the restriction

Code
Document/IntraPosMvmntConf/IntraPosDtls/BalFr/ Tp/Cd

SecuritiesBalanceTypel1Code

Sub-balance from the
securities are moving

Identification
Document/IntraPosMvmntConf/IntraPosDtls/BalTo/ Tp/Prtry/Id

Exact4AlphaNumericText

Sub-balance to which the
securities are moving.

“Waiting COSD release” SecuritiesSettlementTransactionStatusAdvice

MEessace ITEM

DaTA TypE / CoDE

UTILISATION

Code
Document/SctiesSttimTxStsAdve/SttimSts/Pdg/Rsn/Cd/Cd

PendingReason2Code

The only possible value is CDLR

Indicator YesNolIndicator The only possible value is TRUE
Document/SctiesSttimTxStsAdve/ TxDtls/SttimParams/HIdInd/Ind
Code Registration2Code The only possible value is CDEL

Document/SctiesSttimTxStsAdve/ TxDtls/SttimParams/HIdInd/Rsn/Cd/Cd

AdditionalInformation

Document/SctiesSttimTxStsAdve/ TxDtls/SttimParams/HldInd/Rsn/
AddtiInf

RestrictedFINXMax210Text

CoSD Rule

&
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5 Cross-CSD scenario
e COSD Release by AP1

= API1 sends the release instruction to T2S mentioning the rule 123

- T2S sends acceptance and execution notification of the release instruction to the AP1

- T2S sends a status advice to the interested parties notifying that the realignment instruction on omnibus account of CSDP A/l is no
longer on CoSD hold

- T2S sends a status advice to the interested parties notifying that the realignment instruction on omnibus account of CSDP B/l is no
longer on Counterparty Hold

sese.030 — Release for P1 instruction using T2S reference for rule 123

“Accepted” SecuritiesSettlementConditionModificationStatusAdvice

Messace ITeEM DaraTree [ Cope UTILISATION

NoSpecifiedReason MNoReasanCode The only possible value i=
Document/SciiesSttimCondMod StsAdve/ Prog Sesf AckdAccptd/NoSpcfdRen |— MNORE

“Executed” SecuritiesSettlementConditionModificationStatusAdvice*

MessaGE ITEM Data Tree [ Cope UTILISATION

r"':‘SF'e'CiﬂEdREf'S‘:'" MoRassanCads The only possible vales is
Document) SctiesSttimCondMod StsAdec/Prog Stsf Cmphtd MoSpefdRen | — MNORE

N 0y A YD D DR BN

CSDI CSDI “No Hold remain(s)” SecuritiesSettlementTransactionStatusAdvice

DatA TvpE / CoDE UTILISATION

MEessAGE ITEM
Code PendingReason2Code The only possible value is FUTU
. Pendingreasonslode
CSDP B/l CSDP A/1 Document/SctiesSttimTxStsAdvce/SttimSts/Pdg/Rsn/Cd/Cd v P




5 Cross-CSD scenario
e COSD Cancellation

= AP will not be allowed to send cancellation of BSI, if at least one
COSD rule applies on at least one realignment instruction

-

= Investor CSD A and CSD B request cancellation of the respective
BSI (standard cancellation procedure)

= In this scenario, T2S cancels all the settlement instructions in the
COSD Group. However, the blocked resources for COSD are not
released. AP will be informed regarding the cancellation.

DAY DVDR/IVL

= The CSD (or NCB) should check with the APs before unblocking the
resources in T2S. CSD (or NCB) requires special privilege to
unblock the COSD blocked resources. An additional validation
ensures that only those COSD blockings are unblocked wherein the
COSD settlement instructions are already cancelled

EEEEEEEEEEEEEEEEEEE

EEEEEEEEEE



t 5 External CSD scenario

EEEE P1 (in T2S) delivers to P2 (Outside T2S) — FOP

= Business scenario

- Participant 1 (P1) in Investor CSDA delivers
securities to Participant 2 (P2) in Issuer CSDB o1 Mirror a/c Omnibus a/c 7

(Out) (FOP instruction) T — T T

= Special feature Inter-CSD a/c
CSDB

- In this scenario (e.g. delivery to out-CSD), bookings| cspa (Issuer)
in Investor CSDA will occur on an Inter-CSD
account

- In a second step, the Mirror account will be
realigned by Investor CSDA

S QY G R R b

O

= Set-up
- Investor CSDA has defined a CoSD rule to block
securities using the parameters (DELI, Receiving Parameters

depository = CSDB) k \

Rule CoSD rule set Administe | Processing CoSD CoSD

set ld [ validity date ring party | condition Rule processm
(from)

1

01/01/14 Securities DELI CSDB

EUROSYSTEM



t 5 External CSD scenario
sremeE ocus on instructions received by T2S

= The instruction for the receiving side will mention an external account (not a
T2S one). For matching to be performed, the receipt instruction need to
mention the Receiving CSD and Receiving CSD participant as mentioned in
the delivery instruction.

Fields
Movement Type o LPDERE ,, REC . '

P1 Delivery instruction

P2 Receipt instruction

EUROPEAN CENTRAL BANK

EUROSYSTEM



t 5 External CSD scenario

TARGET= -SECURITIES FOCUS on COnneCt|V|ty

= There are two main options:

- CSDB as DCP of Investor CSDA signs the receipt instruction (could use another
entity for sending technically the message on T2S networks)

- CSDA signs the receipt instruction based on message received from the out
CSD

CSDB 4 )

(DCP)
As T2S Party
under CSDA

-5

TARGET -SECURITIES

CSDB

(IDCP) - CSDA

EEEEEEEEEEEEEEEEEEE




t 5 External CSD scenario

TARGET=-SECURITIES FOCUS on perlIegeS

= The party that signs the message received by T2S has to have the relevant privileges
to instruct on behalf of the external CSD

- See also UDFS v2.0, Table 34

If the relevant Depositary is an external CSD, the sender of a Settlement
Instruction must be authorised to send a Settlement Instruction on behalf of
that external CSD. |sese.023 lsese.024

= This means that either:

- the external CSDB (as T2S Party under CSDA) user must have the privilege in
DCP connectivity option,

CSDB (DCP)
As T2S Party under t =3
CSDA J TARGET - SECURITIES

- Or the user of CSDA signing the message must have it

CSDB - -
[ (IDCP) ]_ _>[ CSDA I > l s ]
&

EUROPEAN CENTRAL BANK

EUROSYSTEM



External CSD scenario

Focus on allegement

* The external CSD is the T2S Party addressed for the
sending of allegement
- Routing will define which technical address to use

EEEEEEEEEEEEEEEEEEE

EEEEEEEEEE




t5 External-CSD scenario

TARGET = -SECURITIES

COSD Detection (similar to domestic scenario)

= OnISD, T2S detects that instruction from P1 is subject to CoSD

The interested parties of the settlement instruction of P1 can receive the below messages upon subscription

- The “CoSD Hold” will contain the rule identification (e.g. 123)
- T2S updates the CoSD flag of both P1 and P2 instruction to “Yes”
- T2S sends a status advice notifying that the counterparty is on Hold

"Executed” SecuritiesSettlementConditionModificationStatusAdvice

Messace ITEM

Data Tvee [ Cope

UTILISATION

NoSpecifiedReason
Document) ScbiesSttimCondMod StsAdwe)Prog Sts/ Cmphtd/ MoSpcfdRsn

MoReasonCode

The only possible valus is
MORE

Instructing CSDA

"CoSD Hold" SecuritiesSettlementTransactionStatusAdvice

Party

MESSAGE ITEM

DATA TYPE [ CODE

UTILISATION

Code
Document) SctiesSttimTxStsAdvc/ StdmSts/Pdg/Rsn/Cd/Cd

PendingReasoni Code

The only possible value is PRSY

AdditonalRessonInformation
Document) SctiesStimTeStsAdve/ StimSes/Pdof Rsn/ AdddRsnInf

Business P1 (Account

Restricted FINXM a2 10 Tt

CsD Rule

Sender

Indicaror
Document! SctiesSttimTxStsAdve/ TeDtls/SttimiParamsHidInd Ind

owner)

YesMolndicamor

The only possible value is TRUE

Code

Diocument) SctiesSttim T StsAdwc) TxDtds StdmiParams/HIdInd /Rsn/CdfiCd

EegistationIC

The only possible value is CDEL

“Counterparty’s Settlement Instruction on Hold" SecuritiesSettlementTransactionStatusAdvice

MEessAGE ITEM

DaTta Type / CoDE

UTiLisaTION

Code
Document/SctiesSttimTxStsAdve/SttimSts/Pdg/Rsn/Cd/Cd

PendingReason2 Code

The only possible value is PRCY

* Since there is no cash settlement in T2S, in this scenario the Payment Bank @

and NCB are not in the list of interested parties EURORCAN CENIAAL BANX
EUROSYSTEM

N O A QYR DR DR B[R



t5 External CSD scenario

IR COSD Blocking (Similar to domestic scenario)

= T2S attempts to block the resources (e.g. securities in this scenario)

- T2S sends the blocking confirmation to the interested parties that have subscribed to the message
- T2S sends a status advice to the AP notifying that the settlement instruction is ready for release

“Full settlement” IntraPositionMovementConfirmation

MessaGce ITEM Data Type / CODE UTILISATION
RestrictedFINDecimalNumber i ;
. RestrictedFINDecimalNumber Quantity effectively
Document/IntraPosMvmntConf/IntraPosDtls/Sttld Qty/Unit settled
Reference number
P 1 (aCCO u nt Identification RestrictedFINMax30Text assigned by T25 that
estricte ax30Tex danti
Document/IntraPosMvmntConf/ IntraPosDtls/SctiesSubBalld/Id identifies
OWn e r) the restriction
Code |
SecuritiesBalanceTypel1Code Sub balance from ,the
Document/IntraPosMvmntConf/IntraPosDtls/BalFr/Tp/Cd securities are moving
Identification Exact4AlphaNumericText Sub-balance to which the
p g .
Document/IntraPosMvmntConf/IntraPosDtls/BalTo/ Tp/Priry/Id securities are moving.

N O A QYR DR DR B[R

“Waiting CoSD release” SecuritiesSettlementTransactionStatusAdvice

Busines (Account
Messace ITEmM Data Type / CoDE UTILISATION
s Sender
owner) Code PendingReason2Cod The only possible value is CDLR
X endingReason2Code e only possible value is
Document/SctiesSttimTxStsAdve/SttimSts/Pdg/Rsn/Cd/Cd P
I n Stru Ctl n g Indicator _ YesNolIndicator The only possible value is TRUE
Document/SctiesSttimTxStsAdve/TxDtls/ SttlmParams/HIdInd/Ind
Party Code Registration2Code The only possible value is CDEL
Document/SctiesSttimTxStsAdve/TxDtls/SttimParams/HIdInd/Rsn/Cd/Cd
AdditionalInformation RestrictedFINXMax210Text | CoSD Rule
Document/SctiesSttim TxStsAdve/ TxDtls/SttlmParams/HIdInd/Rsn/
AddtlInf

EUROPEAN CENTRAL BANK
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t5 External CSD scenario

IR COSD Release by AP1 (Similar to domestic sce

.

= API1 sends the release instruction to T2S mentioning the rule 123

- T2S sends acceptance and execution notification of the release instruction to the AP1
- T2S sends a status advice to the interested parties notifying that the settlement instruction of P1 is no longer on CoSD hold
- T2S sends a status advice to the interested parties notifying that the settlement instruction of P2 is no longer on Counterparty Hold

N A YO AN

sese.030 — Release for P1 instruction using T2S reference for rule 123

“Accepted” SecuritiesSettlementConditionModificationStatusAdvice

M essacE ITEM DaraTyee [ Cope UTILISATION

NoSpecifiedRzason MoReasonCods The only possible valee is
Document/ SctiesStimCondMod StsAdve/ Prog Sesf AckdAceptd/NoSpefdRen | — MNORE

“Executed” SecuritiesSettlementConditionModificationStatusAdvice*

Messace ITEM Data Tyee [ Cope UTILISATION

r":‘SPEmEdREf'S‘J" MoFiessonCods The only possible vales is
Document) SctiesSttimCondMod StsAdve/Prog Stsf CmphtdyMoSpecfdRsn | — MORE

Instructing
Party

“No Hold remain(s)” SecuritiesSettlementTransactionStatusAdvice

P 1 accou nt MESSAGE ITEM DATA TYPE [ CODE UTILISATION

Code
Document/ SctiesSttimTrSsAdve) StimSts/PdgyRsniCd/Cd

Business
PendingRessonl Coda The anly possible valus is FUTU

“No Hold remain(s)” SecuritiesSettlementTransactionStatusAdvice (counterparty)

CSDA

Q)
=

MESSAGE ITEM D'ATA TYPE [ CODE UTILISATION

Instructing Business Cods BendingRessoniCode | The only possible valus is FUTU

Document SctissSttimTxStsAdve/ StimSts/Pdg/RsnfCd/'Cd

Party Sender




t 5 External-CSD scenario

TARGET=-SECURITIES FOCUS on bOOklngS |n TZS

= Upon matching, T2S will trigger the realignment from P1 securities account
to Inter-CSD account

= Upon release by the AP(s), settlement occurs
Debit P1 a/c and credit Inter-CSD al/c

= |n asecond step, CSDA will realign the Mirror a/c (e.g. already matched

Instruction)
P1 Mirror a/c _
— Omnibus a/c P2
> I
Inter-CSD al/c
3 . CSDB
I CSDA [ (Issuer)
Already matched
instruction to realign
Business instruction 1 Mirror a/c

Business instruction 2

Realignment for booking on
Inter-CSD alc




t5 External CSD scenario

R COSD Cancellation by AP1

=  API1 sends the cancellation instruction to T2S

- T2S sends acceptance and execution notification of the cancellation instruction to the AP1 (one cancellation per AP managing a rule)
- T2S sends a status advice to the interested parties notifying that the settlement instruction of P1 is pending counterparty cancellation
- T2S sends a status advice to the interested parties notifying that the settlement instruction of P2 is requested to send a cancellation

Instructing
Party

Business
Sender

Instructing
Party

Business
Sender

-

sese.020 — Release for P1 instruction using T2S reference

Accepted” SecuritiesTransactionCancellationRequestStatusAdvice

SecuritiesTransactionCancellationRequestStatusAdvice/ “Cancellation pending from Administering Party”

SecuritiesTransactionCancellationRequestStatusAdvice/ "Pending Cancellation, awaiting confirmation from the Counterparty

“Executed” SecuritiesTransactionCancellationRequestStatusAdvice

N O Y YD BT HRS

T2S"Cancelled" SecuritiesSettlementTransactionStatusAdvice

P1 (Account
owner)

SecuritiesSettlementTransactionStatusAdvice / “Cancellation Requested”

CSDB T2S"Cancelled" SecuritiesSettlementTransactionStatusAdvice
(account
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V==

TARGET = -SECURITIES

Thank you for your attention
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