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B e T H R TEEHF (D)
S f % & # BN BN
LHB e | RHER
73 T+3 T+3 T+3 n/a 95.07 92.84
-+ % T+3 | T+3 | T+3 | T+2 97.67 98.91
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1K, & T+2 T+2 T+2 T+2 92.66 98.45
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a7 4 T+3 T+2 T+3 T+3 90.00 93.00
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S T+3 T+3 Other n/a 92.73 91.24
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EREEE R T+3 T+1 T+4 T+0 92.60 98.70
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( Article 1) i*“x’*&%m;’%“i’b A RPIE EHATTH
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T R )
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( Immobilization ) £ & 9 4% i* ( Dematerialization )
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‘4~ % F CSDR 2 i £ B4 &
REGULATION (EU) No 909/2014 OF THE EUROPEAN
PARLIAMENT AND OF THE COUNCIL
of 23 July 2014
on improving securities settlement in the European Union and on
central securities depositories and amending Directives 98/26/EC
and 2014/65/EU and Regulation (EU) No 236/2012
Article 7
Measures to address settlement fails

1. For each securities settlement system it operates, a CSD shall
establish a system that monitors settlement fails of transactions in
financial instruments referred to in Article 5(1). It shall provide
regular reports to the competent authority and relevant authorities, as
to the number and details of settlement fails and any other relevant
information, including the measures envisaged by CSDs and their
participants to improve settlement efficiency. Those reports shall be
made public by CSDs in an aggregated and anonymised form on an
annual basis. The competent authorities shall share with ESMA any
relevant information on settlement fails.
2. For each securities settlement system it operates, a CSD shall
establish procedures that facilitate settlement of transactions in
financial instruments referred to in Article 5(1) that are not settled on
the intended settlement date. These procedures shall provide for a
penalty mechanism which will serve as an effective deterrent for
participants that cause settlement fails.
Before establishing the procedures referred to in the first subparagraph,
a CSD shall consult the relevant trading venues and CCPs in respect
of which it provides settlement services.
The penalty mechanism referred to in the first subparagraph shall
include cash penalties for participants that cause settlement fails
(‘failing participants’). Cash penalties shall be calculated on a daily
basis for each business day that a transaction fails to be settled after
its intended settlement date until the end of a buy-in process referred
to in paragraph 3, but no longer than the actual settlement day. The
cash penalties shall not be configured as a revenue source for the CSD.
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3. Without prejudice to the penalty mechanism referred to in
paragraph 2 and the right to bilaterally cancel the transaction, where a
failing participant does not deliver the financial instruments referred
to in Article 5(1) to the receiving participant within 4 business days
after the intended settlement date (‘extension period’) a buy-in process
shall be initiated whereby those instruments shall be available for
settlement and delivered to the receiving participant within an
appropriate time-frame.

Where the transaction relates to a financial instrument traded on an

SME growth market the extension period shall be 15 days unless the

SME growth market decides to apply a shorter period.

4. The following exemptions from the requirement referred to in

paragraph 3 shall apply:

(a)based on asset type and liquidity of the financial instruments
concerned, the extension period may be increased from four
business days up to a maximum of seven business days where a
shorter extension period would affect the smooth and orderly
functioning of the financial markets concerned;

(b)for operations composed of several transactions including securities
repurchase or lending agreements, the buy-in process referred to in
paragraph 3 shall not apply where the timeframe of those
operations 1is sufficiently short and renders the buy-in process
ineffective.

5. Without prejudice to paragraph 7, the exemptions referred to in
paragraph 4 shall not apply in relation to transactions for shares where
those transactions are cleared by a CCP.
6. Without prejudice to the penalty mechanism referred to in
paragraph 2, where the price of the shares agreed at the time of the
trade is higher than the price paid for the execution of the buy-in, the
corresponding difference shall be paid to the receiving participant by
the failing participant no later than on the second business day after
the financial instruments have been delivered following the buy-in.

7. If the buy-in fails or is not possible, the receiving participant can

choose to be paid cash compensation or to defer the execution of the

buy-in to an appropriate later date (‘deferral period’). If the relevant
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financial instruments are not delivered to the receiving participant at

the end of the deferral period, cash compensation shall be paid.

Cash compensation shall be paid to the receiving participant no later

than on the second business day after the end of either the buy-in

process referred to in paragraph 3 or the deferral period, where the
deferral period was chosen.

8. The failing participant shall reimburse the entity that executes the

buy-in for all amounts paid in accordance with paragraphs 3, 4 and 5,

including any execution fees resulting from the buy-in. Such fees shall

be clearly disclosed to the participants.

9. CSDs, CCPs and trading venues shall establish procedures that

enable them to suspend in consultation with their respective competent

authorities, any participant that fails consistently and systematically to
deliver the financial instruments referred to in Article 5(1) on the
intended settlement date and to disclose to the public its identity only
after giving that participant the opportunity to submit its observations
and provided that the competent authorities of the CSDs, CCPs and
trading venues, and of that participant have been duly informed. In
addition to consulting before any suspension, CSDs, CCPs and trading
venues shall notify, without delay, the respective competent
authorities of the suspension of a participant. The competent authority
shall immediately inform the relevant authorities of the suspension of

a participant.

Public disclosure of suspensions shall not contain personal data within

the meaning of point (a) of Article 2 of Directive 95/46/EC.

10. Paragraphs 2 to 9 shall apply to all transactions of the financial

instruments referred to in Article 5(1) which are admitted to trading or

traded on a trading venue or cleared by a CCP as follows:

(a)for transactions cleared by a CCP, the CCP shall be the entity that
executes the buy-in according to paragraphs 3 to 8;

(b)for transactions not cleared by a CCP but executed on a trading
venue, the trading venue shall include in its internal rules an
obligation for its members and its participants to apply the
measures referred to in paragraphs 3 to §;

(c)for all transactions other than those referred to in points (a) and (b)
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of this subparagraph, CSDs shall include in their internal rules an
obligation for their participants to be subject to the measures
referred to in paragraphs 3 to 8.

A CSD shall provide the necessary settlement information to CCPs

and trading venues to enable them to fulfil their obligations under this

paragraph.

Without prejudice to points (a), (b) and (c) of the first subparagraph,

CSDs may monitor the execution of buy-ins referred to in those points

with respect to multiple settlement instructions, on the same financial

instruments and with the same date of expiry of the execution period,
with the aim of minimising the number of buy-ins to be executed and
thus the impact on the prices of the relevant financial instruments.

11. Paragraphs 2 to 9 shall not apply to failing participants which are

CCPs.

12. Paragraphs 2 to 9 shall not apply if insolvency proceedings are

opened against the failing participant.

13. This Article shall not apply where the principal venue for the

trading of shares is located in a third country. The location of the

principal venue for the trading of shares shall be determined in

accordance with Article 16 of Regulation (EU) No 236/2012.

14. The Commission shall be empowered to adopt delegated acts in

accordance with Article 67 to specify parameters for the calculation of

a deterrent and proportionate level of the cash penalties referred to in

the third subparagraph of paragraph 2 based on asset type and

liquidity of the financial instrument and type of transaction that shall
ensure a high degree of settlement discipline and the smooth and
orderly functioning of the financial markets concerned.

15. ESMA shall, in close cooperation with the members of the ESCB,

develop draft regulatory technical standards to specify:

(a)the details of the system monitoring settlement fails and the reports
on settlement fails referred to in paragraph 1;

(b)the processes for collection and redistribution of cash penalties and
any other possible proceeds from such penalties in accordance with
paragraph 2;

(c)the details of operation of the appropriate buy-in process referred to
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in paragraphs 3 to 8, including appropriate time-frames to deliver
the financial instrument following the buy-in process referred to in
paragraph 3. Such time-frames shall be calibrated taking into
account the asset type and liquidity of the financial instruments;

(d)the circumstances under which the extension period could be
prolonged according to asset type and liquidity of the financial
instruments, in accordance with the conditions referred to in point
(a) of paragraph 4 taking into account the criteria for assessing
liquidity under point (17) of Article 2(1) of Regulation (EU)
No 600/2014;

(e)type of operations and their specific time-frames referred to in
point (b) of paragraph 4 that renders buy-in ineffective;

(f)a methodology for the calculation of the cash compensation referred
to in paragraph 7;

(g)the conditions under which a participant is deemed consistently and
systematically to fail to deliver the financial instruments as referred
to in paragraph 9; and

(h)the necessary settlement information referred to in the second
subparagraph of paragraph 10.

ESMA shall submit those draft regulatory technical standards to the

Commission by 18 June 2015.

Power is delegated to the Commission to adopt the regulatory

technical standards referred to in the first subparagraph in accordance

with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Article 8
Enforcement

1. The competent authority of the CSD that operates the securities

settlement system, the relevant authority responsible for the oversight

of the securities settlement system concerned as well as the competent
authorities for the supervision of trading venues, investment firms and

CCPs shall be competent for ensuring that Articles 6 and 7 are applied

by the institutions subject to their supervision and for monitoring the

penalties imposed. Where necessary, the respective competent
authorities shall cooperate closely. Member States shall inform ESMA
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about the designated competent authorities that are part of the
supervision structure at the national level.
2. In order to ensure consistent, efficient and effective supervisory
practices within the Union in relation to Articles 6 and 7 of this
Regulation, ESMA may, in close cooperation with the members of the
ESCB, issue guidelines in accordance with Article 16 of Regulation
(EU) No 1095/2010.
3. An infringement of the rules under this Title shall not affect the
validity of a private contract on financial instruments or the possibility
for the parties to enforce the provisions of a private contract on
financial instruments.

Article 9

Settlement internalisers

1. Settlement internalisers shall report to the competent authorities of
their place of establishment on a quarterly basis the aggregated
volume and value of all securities transactions that they settle outside
securities settlement systems.
Competent authorities shall without delay transmit the information
received under the first subparagraph to ESMA and shall inform
ESMA of any potential risk resulting from that settlement activity.
2. ESMA may, in close cooperation with the members of the ESCB,
develop draft regulatory technical standards further specifying the
content of such reporting.
Power is delegated to the Commission to adopt the regulatory
technical standards referred to in the first subparagraph in accordance
with Articles 10 to 14 of Regulation (EU) No 1095/2010.
3. ESMA shall develop draft implementing technical standards to
establish standard forms, templates and procedures for the reporting
and transmission of information referred to in paragraph 1.
ESMA shall submit those draft implementing technical standards to
the Commission by 18 June 2015.
Power is conferred on the Commission to adopt the implementing
technical standards referred to in the first subparagraph in accordance
with Article 15 of Regulation (EU) No 1095/2010.

Article 42
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General requirements

A CSD shall adopt a sound risk-management framework for
comprehensively managing legal, business, operational and other
direct or indirect risks, including measures to mitigate fraud and
negligence.

Article 43

Legal risks
1. For the purpose of its authorisation and supervision, as well as for
the information of its clients, a CSD shall have rules, procedures, and
contracts that are clear and understandable for all the securities
settlement systems that it operates and all other services that it
provides.
2. A CSD shall design its rules, procedures and contracts so that they
are enforceable in all relevant jurisdictions, including in the case of
the default of a participant.
3. A CSD conducting business in different jurisdictions shall take all
reasonable steps to identify and mitigate the risks arising from
potential conflicts of law across jurisdictions.

Article 44

General business risk

A CSD shall have robust management and control systems as well as
IT tools in order to identify, monitor and manage general business
risks, including losses from poor execution of business strategy, cash
flows and operating expenses.

Article 45

Operational risks

1. A CSD shall identify sources of operational risk, both internal and
external, and minimise their impact through the deployment of
appropriate IT tools, controls and procedures, including for all the
securities settlement systems it operates.
2. A CSD shall maintain appropriate IT tools that ensure a high
degree of security and operational reliability, and have adequate
capacity. IT tools shall adequately deal with the complexity, variety
and type of services and activities performed so as to ensure high
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standards of security, and the integrity and confidentiality of the
information maintained.

3. For services that it provides as well as for each securities
settlement system that it operates, a CSD shall establish, implement
and maintain an adequate business continuity policy and disaster
recovery plan to ensure the preservation of its services, the timely
recovery of operations and the fulfilment of the CSD’s obligations in
the case of events that pose a significant risk of disrupting operations.
4. The plan referred to in paragraph 3 shall provide for the recovery
of all transactions and participants’ positions at the time of disruption
to allow the participants of a CSD to continue to operate with
certainty and to complete settlement on the scheduled date, including
by ensuring that critical IT systems can promptly resume operations
from the time of disruption. It shall include the setting-up of a second
processing site  with sufficient resources, capabilities and
functionalities and appropriate staffing arrangements.

5. The CSD shall plan and carry out a programme of tests of the
arrangements referred to in paragraphs 1 to 4.

6. A CSD shall identify, monitor and manage the risks that key
participants in the securities settlement systems it operates, as well as
service and utility providers, and other CSDs or other market
infrastructures might pose to its operations. It shall, upon request,
provide competent and relevant authorities with information on any
such risk identified.

It shall also inform the competent authority and relevant authorities
without delay of any operational incidents resulting from such risks.

7. ESMA shall, in close cooperation with the members of the ESCB,
develop draft regulatory technical standards to specify the operational
risks referred to in paragraphs 1 and 6 and the methods to test, to
address or to minimise those risks, including the business continuity
policies and disaster recovery plans referred to in paragraphs 3 and 4
and the methods of assessment thereof.

ESMA shall submit those draft regulatory technical standards to the
Commission by 18 June 2015.
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Power is delegated to the Commission to adopt the regulatory
technical standards referred to in the first subparagraph in accordance
with Articles 10 to 14 of Regulation (EU) No 1095/2010.
Article 46
Investment policy
1. A CSD shall hold its financial assets at central banks, authorised
credit institutions or authorised CSDs.
2. A CSD shall have prompt access to its assets, where required.
3. A CSD shall invest its financial resources only in cash or in highly
liquid financial instruments with minimal market and credit risk.
Those investments shall be capable of being liquidated rapidly with
minimal adverse price effect.
4. The amount of capital, including retained earnings and reserves of
a CSD which are not invested in accordance with paragraph 3 shall not
be taken into account for the purposes of Article 47(1).
5. A CSD shall ensure that its overall risk exposure to any individual
authorised credit institution or authorised CSD with which it holds its
financial assets remains within acceptable concentration limits.
6. ESMA shall, in close cooperation with EBA and the members of
the ESCB, develop draft regulatory technical standards specifying the
financial instruments that can be considered to be highly liquid with
minimal market and credit risk as referred to in paragraph 3, the
appropriate timeframe for access to assets referred to in paragraph 2
and the concentration limits as referred to in paragraph 5. Such draft
regulatory technical standards shall, where appropriate, be aligned to
the regulatory technical standards adopted in accordance with Article
47(8) of Regulation (EU) No 648/2012.
ESMA shall submit those draft regulatory technical standards to the
Commission by 18 June 2015.
Power is delegated to the Commission to adopt the regulatory
technical standards referred to in the first subparagraph in accordance
with Articles 10 to 14 of Regulation (EU) No 1095/2010.
Article 47
Capital requirements

83



1. Capital, together with retained earnings and reserves of a CSD,
shall be proportional to the risks stemming from the activities of the
CSD. It shall be at all times sufficient to:

(a)ensure that the CSD is adequately protected against operational,
legal, custody, investment and business risks so that the CSD can
continue to provide services as a going concern;

(b)ensure an orderly winding-down or restructuring of the CSD’s
activities over an appropriate time span of at least six months under
a range of stress scenarios.

2. A CSD shall maintain a plan for the following:

(a)the raising of additional capital should its equity capital approach
or fall below the requirements laid down in paragraph 1;

(b)ensuring the orderly winding-down or restructuring of its
operations and services where the CSD is unable to raise new
capital.

The plan shall be approved by the management body or an appropriate
committee of the management body and updated regularly. Each
update of the plan shall be provided to the competent authority. The
competent authority may require the CSD to take additional measures
or to make any alternative provision where the competent authority
considers that the CSD’s plan is insufficient.

3. EBA shall, in close cooperation with ESMA and the members of

the ESCB, develop draft regulatory technical standards specifying

requirements regarding the capital, retained earnings and reserves of a

CSD referred to in paragraph 1.

EBA shall submit those draft regulatory technical standards to the

Commission by 18 June 2015.

Power is delegated to the Commission to adopt the regulatory

technical standards referred to in the first subparagraph in accordance

with Articles 10 to 14 of Regulation (EU) No 1093/2010.

Article 54
Authorisation and designation to provide banking-type ancillary
services
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1. A CSD shall not itself provide any banking-type ancillary services
set out in Section C of the Annex unless it has obtained an additional
authorisation to provide such services in accordance with this Article.
2. A CSD that intends to settle the cash leg of all or part of its
securities settlement system in accordance with Article 40(2) or
otherwise wishes to provide any banking-type ancillary services
referred to in paragraph 1 shall be authorised either:

(a)to offer such services itself under the conditions specified in this
Article; or

(b)to designate for that purpose one or more credit institutions
authorised in accordance with Article 8 of Directive 2013/36/EU.

3. Where a CSD seeks to provide any banking-type ancillary services

from within the same legal entity as the legal entity operating the

securities settlement system the authorisation referred to in paragraph

2 shall be granted only where the following conditions are met:

(a)the CSD 1is authorised as a credit institution as provided for in
Article 8 of Directive 2013/36/EU;

(b)the CSD meets the prudential requirements laid down in Article
59(1), (3) and (4) and the supervisory requirements laid down in
Article 60;

(c)the authorisation referred to in point (a) of this subparagraph is
used only to provide the banking-type ancillary services referred to
in Section C of the Annex and not to carry out any other activities;

(d)the CSD is subject to an additional capital surcharge that reflects
the risks, including credit and liquidity risks, resulting from the
provision of intra-day credit, inter alia, to the participants in a
securities settlement system or other users of CSD services;

(e)the CSD reports at least monthly to the competent authority and
annually as a part of its public disclosure as required under Part
Eight of Regulation (EU) No 575/2013 on the extent and
management of intra-day liquidity risk in accordance with point ()
of Article 59(4) of this Regulation;

(f)the CSD has submitted to the competent authority an adequate
recovery plan to ensure continuity of its critical operations,

including in situations where liquidity or credit risk crystallises as a
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result of the provision of banking-type ancillary services.

In the case of conflicting provisions laid down in this Regulation, in
Regulation (EU) No 575/2013 and in Directive 2013/36/EU, the CSD
referred to in point (a) of the first subparagraph shall comply with the
stricter requirements on prudential supervision. The regulatory
technical standards referred to in Articles 47 and 59 of this Regulation
shall clarify the cases of conflicting provisions.
4. Where a CSD seeks to designate a credit institution to provide any
banking-type ancillary services from within a separate legal entity
which may be part of the same group of undertakings ultimately
controlled by the same parent undertaking or not, the authorisation
referred to in paragraph 2 shall be granted only where the following
conditions are met:

(a)the separate legal entity is authorised as a credit institution as
provided for in Article 8 of Directive 2013/36/EU;

(b)the separate legal entity meets the prudential requirements laid
down in Article 59(1), (3) and (4) and supervisory requirements
laid down in Article 60;

(c)the separate legal entity does not itself carry out any of the core
services referred to in Section A of the Annex;

(d)the authorisation referred to in point (a) is used only to provide the
banking-type ancillary services referred to in Section C of the
Annex and not to carry out any other activities;

(e)the separate legal entity is subject to an additional capital surcharge
that reflects the risks, including credit and liquidity risks, resulting
from the provision of intra-day credit, inter alia, to the participants
in a securities settlement system or other users of CSD services;

(f)the separate legal entity reports at least monthly to the competent
authority and annually as a part of its public disclosure as required
under Part Eight of Regulation (EU) No 575/2013 on the extent and
management of intra-day liquidity risk in accordance with point (j)
of Article 59(4) of this Regulation; and

(g)the separate legal entity has submitted to the competent authority
an adequate recovery plan to ensure continuity of its critical
operations, including in situations where liquidity or credit risk
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crystallises as a result of the provision of banking-type ancillary

services from within a separate legal entity.
5. Paragraph 4 shall not apply to credit institutions referred to in
point (b) of paragraph 2 that offer to settle the cash payments for part
of the CSD’s securities settlement system, if the total value of such
cash settlement through accounts opened with those credit institutions,
calculated over a one-year period, is less than one per cent of the total
value of all securities transactions against cash settled in the books of
the CSD and does not exceed a maximum of EUR 2,5 billion per year.
The competent authority shall monitor at least once per year that the
threshold defined in the first subparagraph is respected and report its
findings to ESMA. Where the competent authority determines that the
threshold has been exceeded, it shall require the CSD concerned to
seek authorisation in accordance with paragraph 4. The CSD
concerned shall submit its application for authorisation within six
months.
6. The competent authority may require a CSD to designate more
than one credit institution, or to designate a credit institution in
addition to providing services itself in accordance with point (a) of
paragraph 2 of this Article where it considers that the exposure of one
credit institution to the concentration of risks under Article 59(3) and
(4) 1s not sufficiently mitigated. The designated credit institutions
shall be considered to be settlement agents.
7. A CSD authorised to provide any banking-type ancillary services
and a credit institution designated in accordance with point (b) of
paragraph 2 shall comply at all times with the conditions necessary for
authorisation under this Regulation and shall, without delay, notify the
competent authorities of any substantive changes affecting the
conditions for authorisation.
8. EBA shall, in close cooperation with ESMA and the members of
the ESCB, develop draft regulatory technical standards to determine
the additional risk based capital surcharge referred to in point (d) of
paragraph 3 and point (e) of paragraph 4.
EBA shall submit those draft regulatory technical standards to the
Commission by 18 June 2015.
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Power is delegated to the Commission to adopt the regulatory
technical standards referred to in the first subparagraph in accordance
with Articles 10 to 14 of Regulation (EU) No 1095/2010.
Article 55
Procedure for granting and refusing authorisation to provide
banking-type ancillary services

1. The CSD shall submit its application for authorisation to designate

a credit institution or to provide any banking-type ancillary service, as

required under Article 54, to the competent authority of its home

Member State.

2. The application shall contain all the information that is necessary

to enable the competent authority to satisfy itself that the CSD and

where applicable the designated credit institution have established, at
the time of the authorisation, all the necessary arrangements to meet

their obligations as laid down in this Regulation. It shall contain a

programme of operations setting out the banking-type ancillary

services envisaged, the structural organisation of the relations between
the CSD and the designated credit institutions where applicable and
how that CSD or where applicable the designated credit institution

intends to meet the prudential requirements laid down in Article 59(1),

(3) and (4) and the other conditions laid down in Article 54.

3. The competent authority shall apply the procedure under Article

17(3) and (8).

4. From the moment when the application is considered to be

complete, the competent authority shall transmit all information

included in the application to the following authorities:

(a) the relevant authorities;

(b)the competent authority referred to in point (40) of Article 4(1) of
Regulation (EU) No 575/2013;

(c)the competent authorities in the Member States where the CSD has
established interoperable links with another CSD except where the
CSD has established interoperable links referred to in Article 19(5);

(d)the competent authorities in the host Member State where the
activities of the CSD are of substantial importance for the
functioning of the securities markets and the protection of investors
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within the meaning of Article 24(4);

(e)the competent authorities responsible for the supervision of the
participants of the CSD that are established in the three Member
States with the largest settlement values in the CSD’s securities
settlement system on an aggregate basis over a one-year period;

(f) ESMA; and

(g) EBA.

5. The authorities referred to in points (a) to (e) of paragraph 4 shall

issue a reasoned opinion on the authorisation within 30 days of receipt

of the information referred to in paragraph 4. Where an authority does
not provide an opinion within that deadline it shall be deemed to have

a positive opinion.

Where at least one of the authorities referred to in points (a) to (e) of

paragraph 4 1issues a negative reasoned opinion, the competent

authority wishing to grant the authorisation shall within 30 days

provide the authorities referred to in points (a) to (e) of paragraph 4

with a reasoned decision addressing the negative opinion.

Where 30 days after that decision has been presented any of the

authorities referred to in points (a) to (e) of paragraph 4 issues a

negative opinion and the competent authority still wishes to grant the

authorisation any of the authorities that issued a negative opinion may

refer the matter to ESMA for assistance under point (c¢) of Article 31

of Regulation (EU) No 1095/2010.

Where 30 days after referral to ESMA the issue is not settled, the

competent authority wishing to grant the authorisation shall take the

final decision and provide a detailed explanation of its decision in

writing to the authorities referred to in points (a) to (e) of paragraph 4.

Where the competent authority wishes to refuse authorisation, the

matter shall not be referred to ESMA.

Negative opinions shall state in writing the full and detailed reasons

why the requirements laid down in this Regulation or other parts of

Union law are not met.

6. Where ESMA considers that the competent authority referred to in

paragraph 1 has granted an authorisation which may not be in
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conformity with Union law it shall act in accordance with Article 17
of Regulation (EU) No 1095/2010.
7. ESMA shall, in close cooperation with the members of the ESCB
and EBA, develop draft regulatory technical standards to specify the
information that the CSD is to provide to the competent authority for
the purpose of obtaining the relevant authorisations to provide the
banking-type services ancillary to settlement.
ESMA shall submit those draft regulatory technical standards to the
Commission by 18 June 2015.
Power is delegated to the Commission to adopt the regulatory
technical standards referred to in the first subparagraph in accordance
with Articles 10 to 14 of Regulation (EU) No 1095/2010.
8. ESMA shall, in close cooperation with the members of the ESCB
and EBA, develop draft implementing technical standards to establish
standard forms, templates and procedures for the consultation of the
authorities referred to in paragraph 4 prior to granting authorisation.
ESMA shall submit those draft implementing technical standards to
the Commission by 18 June 2015.
Power is conferred on the Commission to adopt the implementing
technical standards referred to in the first subparagraph in accordance
with Article 15 of Regulation (EU) No 1095/2010.
Article 56
Extension of the banking-type ancillary services
1. A CSD that intends to extend the banking-type ancillary services
for which it designates a credit institution or that it provides itself in
accordance with Article 54, shall submit a request for extension to the
competent authority of its home Member State.
2. The request for extension shall be subject to the procedure under
Article 55.
Article 57
Withdrawal of authorisation
1. Without prejudice to any remedial actions or measures under Title
V, the competent authority of the CSD’s home Member State shall
withdraw the authorisations referred to in Article 54 in any of the

following circumstances:
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(a)where the CSD has not made use of the authorisation within 12
months, expressly renounces the authorisation or where the
designated credit institution has provided no services or performed
no activity for the preceding six months;

(b)where the CSD has obtained the authorisation by making false
statements or by any other unlawful means;

(c)where the CSD or the designated credit institution is no longer in
compliance with the conditions under which authorisation was
granted and has not taken the remedial actions requested by the
competent authority within a set time-frame;

(d)where the CSD or the designated credit institution has seriously and
systematically infringed the requirements laid down in this
Regulation.

2. From the moment when it becomes aware of one of the
circumstances referred to in paragraph 1, the competent authority shall
immediately consult the authorities referred to in Article 55(4) on the
necessity of withdrawing the authorisation.
3. ESMA, any relevant authority under point (a) of Article 12(1) and
any authority referred to in Article 60(1) or, respectively, the
authorities referred to in Article 55(4) may, at any time, request that
the competent authority of the CSD’s home Member State examine
whether the CSD and where applicable the designated -credit
institution is still in compliance with the conditions under which the
authorisation is granted.

4. The competent authority may limit the withdrawal to a particular

service, activity, or financial instrument.

5. A CSD and the designated credit institution shall establish,

implement and maintain an adequate procedure ensuring the timely

and orderly settlement and transfer of the assets of clients and
participants to another settlement agent in the event of a withdrawal of

authorisation referred to in paragraph 1.

Article 58
CSD register

1. Decisions taken by competent authorities under Articles 54, 56

and 57 shall be notified to ESMA.
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2. ESMA shall introduce in the register, that it is required to make
available on its dedicated website in accordance with Article 21(3),
the following information:

(a)the name of each CSD which was subject to a decision under
Articles 54, 56 and 57;

(b) the name of each designated credit institution;

(c)the list of banking-type ancillary services that a designated credit
institution or a CSD authorised under Article 54 is authorised to
provide for the CSD’s participants.

3. The competent authorities shall notify to ESMA those entities that

provide banking-type ancillary services according to requirements of

national law by 16 December 2014.

Article 59

Prudential requirements applicable to credit institutions or CSDs

authorised to provide banking-type ancillary services

1. A credit institution designated under point (b) of Article 54(2) or a

CSD authorised under point (a) of Article 54(2) to provide banking-

type ancillary services shall provide only the services set out in

Section C of the Annex that are covered by the authorisation.

2. A credit institution designated under point (b) of Article 54(2) or a

CSD authorised under point (a) of Article 54(2) to provide banking-

type ancillary services shall comply with any present or future

legislation applicable to credit institutions.

3. A credit institution designated under point (b) of Article 54(2) or a

CSD authorised under point (a) of Article 54(2) to provide banking-

type ancillary services shall comply with the following specific

prudential requirements for the credit risks related to those services in
respect of each securities settlement system:

(a)it shall establish a robust framework to manage the corresponding
credit risks;

(b)it shall identify the sources of such credit risks, frequently and
regularly, measure and monitor corresponding credit exposures and
use appropriate risk-management tools to control those risks;

(c)it shall fully cover corresponding credit exposures to individual
borrowing participants using collateral and other equivalent
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financial resources;

(d)if collateral is used to manage its corresponding credit risk, it shall
accept highly liquid collateral with minimal credit and market risk;
it may use other types of collateral in specific situations if an
appropriate haircut is applied;

(e)it shall establish and apply appropriately conservative haircuts and
concentration limits on collateral values constituted to cover the
credit exposures referred to in point (c), taking into account the
objective of ensuring that collateral can be liquidated promptly
without significant adverse price effects;

(f) it shall set limits on its corresponding credit exposures;

(g)it shall analyse and plan for how to address any potential residual
credit exposures, and adopt rules and procedures to implement such
plans;

(h)it shall provide credit only to participants that have cash accounts
with it;

(1)it shall provide for effective reimbursement procedures of intra-day
credit and discourage overnight credit through the application of
sanctioning rates which act as an effective deterrent.

4. A credit institution designated under point (b) of Article 54(2) or a

CSD authorised under point (a) of Article 54(2) to provide banking-

type ancillary services shall comply with the following specific

prudential requirements for the liquidity risks relating to those
services in respect of each securities settlement system:

(a)it shall have a robust framework and tools to measure, monitor, and
manage its liquidity risks, including intra-day liquidity risks, for
each currency of the security settlement system for which it acts as
settlement agent;

(b)it shall measure and monitor on an ongoing and timely basis, and at
least daily, its liquidity needs and the level of liquid assets it holds;
in doing so, it shall determine the value of its available liquid
assets taking into account appropriate haircuts on those assets;

(c)it shall have sufficient liquid resources in all relevant currencies for
a timely provision of settlement services under a wide range of
potential stress scenarios including, but not limited to the liquidity
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risk generated by the default of at least one participant, including
its parent undertakings and subsidiaries, to which it has the largest
exposures;

(d)it shall mitigate the corresponding liquidity risks with qualifying
liquid resources in each currency such as cash at the central bank of
issue and at other creditworthy financial institutions, committed
lines of credit or similar arrangements and highly liquid collateral
or investments that are readily available and convertible into cash
with prearranged and highly reliable funding arrangements, even in
extreme but plausible market conditions and it shall identify,
measure and monitor its liquidity risk stemming from the various
financial institutions used for the management of its liquidity risks;

(e)where prearranged funding arrangements are used, it shall select
only creditworthy financial institutions as liquidity providers; it
shall establish and apply appropriate concentration limits for each
of the corresponding liquidity providers including its parent
undertaking and subsidiaries;

(f)it shall determine and test the sufficiency of the corresponding
resources by regular and rigorous stress testing;

(g)it shall analyse and plan for how to address any unforeseen and
potentially uncovered liquidity shortfalls, and adopt rules and
procedures to implement such plans;

(h)where practical and available, without prejudice to the eligibility
rules of the central bank, it shall have access to central bank
accounts and other central bank services to enhance its management
of liquidity risks and Union credit institutions shall deposit the
corresponding cash balances on dedicated accounts with Union
central banks of issue;

(1)it shall have prearranged and highly reliable arrangements to ensure
that it can liquidate in a timely fashion the collateral provided to it
by a defaulting client;

(j)it shall report regularly to the authorities referred to in Article
60(1), and disclose to the public, as to how it measures, monitors
and manages its liquidity risks, including intra-day liquidity risks.

94



5. EBA shall, in close cooperation with ESMA and the members of
the ESCB, develop draft regulatory technical standards to further
specify details of the frameworks and tools for the monitoring, the
measuring, the management, the reporting and the public disclosure of
the credit and liquidity risks, including those which occur intra-day,
referred to in paragraphs 3 and 4. Such draft regulatory technical
standards shall, where appropriate, be aligned to the regulatory
technical standards adopted in accordance with Article 46(3) of
Regulation (EU) No 648/2012.
EBA shall submit those draft regulatory technical standards to the
Commission by 18 June 2015.
Power is delegated to the Commission to adopt the regulatory
technical standards referred to in the first subparagraph in accordance
with Articles 10 to 14 of Regulation (EU) No 1093/2010.
Article 60

Supervision of designated credit institutions and CSDs authorised

to provide banking-type ancillary services
1. Without prejudice to Articles 17 and 22 of this Regulation, the
competent authorities referred to in point (40) of Article 4(1) of
Regulation (EU) No 575/2013 are responsible for the authorisation as
credit institutions and supervision as credit institutions under the
conditions provided in Regulation (EU) No 575/2013 and in Directive
2013/36/EU of the designated credit institutions and CSDs authorised
under this Regulation to provide banking-type ancillary services.
The competent authorities referred to in the first subparagraph shall
also be responsible for the supervision of designated credit institutions
and CSDs referred to in that subparagraph as regards their compliance
with the prudential requirements referred to in Article 59 of this
Regulation.
The competent authorities referred to in the first subparagraph shall
regularly, and at least once a year, assess whether the designated
credit institution or CSD authorised to provide banking-type ancillary
services complies with Article 59 and shall inform the competent
authority of the CSD which shall then inform the authorities referred
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to in Article 55(4), of the results, including any remedial actions or

penalties, of its supervision under this paragraph.

2. The competent authority of the CSD shall, after consulting

competent authorities referred to paragraph 1, review and evaluate at

least on an annual basis the following:

(a)in the case referred to in point (b) of Article 54(2), whether all the
necessary arrangements between the designated credit institutions
and the CSD allow them to meet their obligations as laid down in
this Regulation;

(b)in the case referred to in point (a) of Article 54(2), whether the
arrangements relating to the authorisation to provide banking-type
ancillary services allow the CSD to meet its obligations as laid
down in this Regulation.

The competent authority of the CSD shall regularly, and at least once

a year, inform the authorities referred to in Article 55(4) of the results,

including any remedial actions or penalties, of its review and

evaluation under this paragraph.

Where a CSD designates an authorised credit institution in accordance

with Article 54, in view of the protection of the participants in the

securities settlement systems it operates, a CSD shall ensure that it has
access from the credit institution it designates to all necessary
information for the purpose of this Regulation and it shall report any
infringements thereof to the competent authority of the CSD and to

competent authorities referred to in paragraph 1.

3. In order to ensure consistent, efficient and effective supervision

within the Union of credit institutions and CSDs authorised to provide

banking-type ancillary services, EBA may, in close cooperation with

ESMA and the members of the ESCB, issue guidelines addressed to

competent authorities in accordance with Article 16 of Regulation (EU)

No 1093/2010.
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ANNEX
LIST OF SERVICES
SECTION A
Core services of central securities depositories
I.Initial recording of securities in a book-entry system (‘notary
service’);
2.Providing and maintaining securities accounts at the top tier level
(‘central maintenance service’);
3.Operating a securities settlement system (‘settlement service’).
SECTION B
Non-banking-type ancillary services of CSDs that do not entail
credit or liquidity risks
Services provided by CSDs that contribute to enhancing the safety,
efficiency and transparency of the securities markets, which may
include but are not restricted to:
1.Services related to the settlement service, such as:
(a)Organising a securities lending mechanism, as agent among
participants of a securities settlement system;
(b)Providing collateral management services, as agent for
participants in a securities settlement system;
(c)Settlement matching, instruction routing, trade confirmation,
trade verification.
2.Services related to the notary and central maintenance services, such
as:
(a) Services related to shareholders’ registers;
(b)Supporting the processing of corporate actions, including tax,
general meetings and information services;
(c)New issue services, including allocation and management of ISIN
codes and similar codes;
(d)Instruction routing and processing, fee collection and processing
and related reporting.
3.Establishing CSD links, providing, maintaining or operating
securities accounts in relation to the settlement service, collateral
management, other ancillary services.

4.Any other services, such as:
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(a) Providing general collateral management services as agent;

(b) Providing regulatory reporting;

(c)Providing information, data and statistics to market/census
bureaus or other governmental or inter-governmental entities;

(d) Providing IT services.

SECTION C

Banking-type ancillary services

Banking-type services directly related to core or ancillary services

listed in Sections A and B, such as:

(a)Providing cash accounts to, and accepting deposits from,
participants in a securities settlement system and holders of
securities accounts, within the meaning of point 1 of Annex I to
Directive 2013/36/EU;

(b)Providing cash credit for reimbursement no later than the following
business day, cash lending to pre-finance corporate actions and
lending securities to holders of securities accounts, within the
meaning of point 2 of Annex I to Directive 2013/36/EU;

(c)Payment services involving processing of cash and foreign
exchange transactions, within the meaning of point 4 of Annex I to
Directive 2013/36/EU;

(d)Guarantees and commitments related to securities lending and
borrowing, within the meaning of point 6 of Annex I to Directive
2013/36/EU;

(e)Treasury activities involving foreign exchange and transferable
securities related to managing participants’ long balances, within
the meaning of points 7(b) and (e) of Annex I to Directive
2013/36/EU.
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