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UK regulators proposals for
applving the UK Central Securities
Depository Regulation to firmsin
the Digital Securities Sandbox

The following table illustrates how the Bank of England and FCA propose, in their
joint consultation paper published in April 2024, to modify the application of the UK
Central Securities Depository Regulation to digital securities depositories (DSDs)
within the UK’s digital securities sandbox.

Column one sets out the current provisions of the UK CSDR. Column two highlights
the changes made to the UK CSRD by the Financial Services and Markets Act 2023
(Digital Securities Sandbox) Regulations 2023. These changes create what we refer
to as a DSS CSDR. Colum three then illustrates how the DSS CSDR applies to DSDs
at gate 2 of the sandbox and the final column indicates the anticipated end state
rules for DSDs.

This table is based on the FCA and Bank of England’s April 2024 consultation and as
such, the ultimate application of the UK CSDR to DSDs remains subject to change.
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ARTICLE UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Al’tl Cl e 1 1. This Regulation lays down requirements for the 1. This Regulation lays down requirements for the
i settlement of financial instruments in the United settlement of financial instruments in the United
Subject matter Kingdom and rules on the organisation and conduct Kingdom and rules on the organisation and conduct
and's cope of central securities depositories (CSDs) to promote of central securities depositories (CSDs) to promote
safe, efficient and smooth settlement. safe, efficient and smooth settlement.

2. This Regulation applies to the settlement of all 2. This Regulation applies to the settlement of all
financial instruments and activities of CSDs unless financial instruments and activities of CSDs unless
otherwise specified in this Regulation. otherwise specified in this Regulation.

3. 3.

4. Articles 10 to 20, 22 to 24 and 27, Article 28(6), 4. Articles 10 to 20, 22 to 24 and 27, Article 28(6),
Article 30(4) and Articles 46 and 47, the provisions Article 30(4) and Articles 46 and 47, the provisions Remains in the DSS CSDR Remains in the DSS CSDR
of Title IV and the requirements to report to of Title IV and the requirements to report to
competent authorities or to comply with their orders competent authorities or to comply with their orders
under this Regulation, do not apply to the Bank of under this Regulation, do not apply to the Bank of
England or to other public bodies charged with or England or to other public bodies charged with or
intervening in the management of public debt in the intervening in the management of public debt in the
United Kingdom in relation to any CSD which the United Kingdom in relation to any CSD which the
aforementioned bodies directly manage under the aforementioned bodies directly manage under the
responsibility of the same management body, responsibility of the same management body,
which has access to the funds of those bodies and which has access to the funds of those bodies and
which is not a separate entity. which is not a separate entity.

Article 2 1. For the purposes of this Regulation, the following 1. For the purposes of this Regulation, the following
definitions apply: definitions apply:
Definitions

(1) ‘central securities depository’ or ‘CSD’ means a
legal person established in the United Kingdom
that operates a securities settlement system
referred to in point (3) of Section A of the Annex and
provides at least one other core service listed in
Section A of the Annex;

(2) ‘third-country CSD’ means any legal entity
established in a third country that provides a
similar service to the core service referred to in
point (3) of Section A of the Annex and performs at
least one other core service listed in Section A of
the Annex;

(3) immobilisation’ means the act of concentrating
the location of physical securities in a CSD or
third-country CSD in a way that enables
subsequent transfers to be made by book entry;

(4) ‘dematerialised form’ means the fact that financial
instruments exist only as book entry records;

(5) ‘receiving CSD’ means the CSD which receives the
request of another CSD or third-country CSD to
have access to its services through a CSD link;

(6) ‘requesting CSD’ means the CSD or third-country
CSD which requests access to the services of a
CSD through a CSD link;

(1) ‘central securities depository’ or ‘CSD’ means a
legal person established in the United Kingdom
that operates a securities settlement system
referred to in point (3) of Section A of the Annex
and provides at least one other core service
listed in Section A of the Annex;

Treat the definition of “central securities depository”
or “CSD” as including a sandbox entrant that is
approved to carry-out DSS activities under regulation
3(5)(b).

(2) ‘third-country CSD’ means any legal entity
established in a third country that provides a
similar service to the core service referred to in
point (3) of Section A of the Annex and performs
at least one other core service listed in Section A
of the Annex;

Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations

(3) immobilisation’ means the act of concentrating t
he location of physical securities in a CSD or
third-country CSD in a way that enables
subsequent transfers to be made by book entry;

Treat the definition of “immobilisation” as excluding
the word “physical’.
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ARTICLE UKCSDR

DSS CSD GATE 2 BANKRULES

END STATE RULES

(7) ‘settlement’ means the completion of a securities
transaction where it is concluded with the aim
of discharging the obligations of the parties to
that transaction through the transfer of cash or
securities, or both;

(8) financial instruments’ or ‘securities’ means
financial instruments as specified in Part 1 of
Schedule 2 to the Financial Services and Markets
Act 2000 (Regulated Activities) Order 2001

(9) ‘transfer order’ means a transfer order as defined
in regulation 2(1) of the Financial Markets and
Insolvency (Settlement Finality) Regulations 1999
at paragraph (b) of the definition thereof;

(10) ‘securities settlement system’ means a system
in relation to which a designation order made
under regulation 4 of the Financial Markets and
Insolvency (Settlement Finality) Regulations
19997 is in force that is not operated by a
recognised clearing house whose activity
consists of the execution of transfer orders;

(10A) 'SSS’ means a securities settlement system

or a similar service operated by a CSD or
third-country CSD;

(11) ‘settlement internaliser’ means any institution
which executes transfer orders on behalf of
clients or on its own account other than through a
securities settlement system;

(12) ‘intended settlement date’ means the date that is

entered into the securities settlement system as

the settlement date and on which the parties to a
securities transaction agree that settlement is to
take place;

(13) ‘settlement period’ means the time period
between the trade date and the intended
settlement date;

(14) ‘business day’ shall cover both day and night-time
settlements and shall encompass all events
happening during the business cycle of a
securities settlement system;

(15) ‘settlement fail’ means the non-occurrence of
settlement, or partial settlement of a securities
transaction on the intended settlement date, due
to a lack of securities or cash and regardless of
the underlying cause;

(16) ‘central counterparty’ or ‘CCP’ means a CCP as
defined in point (1) of Article 2 of Regulation (EU)
No 648/2012;

(16A) 'UK CCP’ means a recognised central

counterparty as defined in section 285 of FSMA;

Article 2

Definitions

(4) ‘dematerialised form’ means the fact that financial
instruments exist only as book entry records;

Treat the definition of “dematerialised form” as

including FMI sandbox instruments that are recorded

or settled on a sandbox entrant’s platform.

(5) ‘receiving CSD’ means the CSD which receives the
request of another CSD or third-country CSD to
have access to its services through a CSD link;

(6) ‘requesting CSD’ means the CSD or third-country
CSD which requests access to the services of a
CSD through a CSD link;

(7) ‘settlement’ means the completion of a securities
transaction where it is concluded with the aim
of discharging the obligations of the parties to
that transaction through the transfer of cash or
securities, or both;

(8) financial instruments’ or ‘securities’ means
financial instruments as specified in Part 1 of
Schedule 2 to the Financial Services and Markets
Act 2000 (Regulated Activities) Order 2001

Treat the definition of “financial instruments” or

“securities” as being FMI sandbox instruments under

regulation 3(7).

(9) ‘transfer order’ means a transfer order as defined
in regulation 2(1) of the Financial Markets and
Insolvency (Settlement Finality) Regulations 1999
at paragraph (b) of the definition thereof;

Treat the definition of “transfer order” as meaning

the definition in the Financial Markets Insolvency

(Settlement Finality) Regulations 1999 (1).

(10) ‘securities settlement system’ means a system
in relation to which a designation order made
under regulation 4 of the Financial Markets and
Insolvency (Settlement Finality) Regulations
19997 is in force that is not operated by a
recognised clearing house whose activity
consists of the execution of transfer orders;
(10A)’'SSS’ means a securities settlement system or a
similar service operated by a CSD or third-country CSD;
(11) ‘settlement internaliser’ means any institution
which executes transfer orders on behalf of
clients or on its own account other than through a
securities settlement system;
(12) ‘intended settlement date’ means the date that is
entered into the securities settlement system as
the settlement date and on which the parties to a
securities transaction agree that settlement is to
take place;

Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES
Al’ti Cl e 2 (17) ‘competent authority’ means the authority (13) ‘settlement period’ means the time period
. designated by regulation 2 of the Central between the trade date and the intended
efinitions

Securities Depositories Regulations 2014
(18)

(19) ‘participant’ means any participant as defined
in regulation 2(1) of the Financial Markets and
Insolvency (Settlement Finality) Regulations 1999;

(20) ‘participation’ means participation within the
meaning of the first sentence of point (2) of Article
2 of Directive 2013/34/EU, or the ownership,
direct or indirect, of 20 % or more of the voting
rights or capital of an undertaking;

(21) ‘control’ means the relationship between two
undertakings as described in section 1162 of the
Companies Act 2006, together with Schedule 7
to that Act;

(22) ‘subsidiary’ means a subsidiary undertaking
within the meaning of section 1162 of the
Companies Act 2006, together with Schedule 7
to that Act;

(23)
(24)

(25) ‘branch’ means a place of business in the United
Kingdom other than a head office which is a part
of a CSD or third-country CSD which has no legal
personality and which provides CSD services
for which the CSD has been authorised or the
third-country CSD has been recognised;

(26) ‘default’ in relation to a participant means a
situation where insolvency proceedings within
the meaning of regulation 2(1) of the Financial
Markets and Insolvency (Settlement Finality)
Regulations 1999 are opened against
that participant;

(27) ‘delivery versus payment’ or ‘DVP’ means a
securities settlement mechanism which links a
transfer of securities with a transfer of cashin a
way that the delivery of securities occurs if and
only if the corresponding transfer of cash occurs
and vice versa;

(28) ‘securities account’ means an account on which
securities may be credited or debited;

settlement date;

(14) ‘business day’ shall cover both day and night-time
settlements and shall encompass all events
happening during the business cycle of a
securities settlement system;

(15) ‘settlement fail’ means the non-occurrence of
settlement, or partial settlement of a securities
transaction on the intended settlement date, due
to a lack of securities or cash and regardless of the
underlying cause;

(16) ‘central counterparty’ or ‘CCP’ means a CCP as
defined in point (1) of Article 2 of Regulation (EU)
No 648/2012;

(16A)’'UK CCP’ means a recognised central

counterparty as defined in section 285 of FSMA;

(17) ‘competent authority’ means the authority
designated by regulation 2 of the Central
Securities Depositories Regulations 2014

(18)

(19) ‘participant’ means any participant as defined
in regulation 2(1) of the Financial Markets and
Insolvency (Settlement Finality) Regulations 1999;

(20) ‘participation’ means participation within the
meaning of the first sentence of point (2) of Article
2 of Directive 2013/34/EU, or the ownership,
direct or indirect, of 20 % or more of the voting
rights or capital of an undertaking;

(21) ‘control’ means the relationship between two
undertakings as described in section 1162 of the

Companies Act 2006, together with Schedule 7
to that Act;

(22) ‘subsidiary’ means a subsidiary undertaking within
the meaning of section 1162 of the Companies Act
20086, together with Schedule 7 to that Act;

(23)

(24)

(25) ‘branch’ means a place of business in the United
Kingdom other than a head office which is a part
of a CSD or third-country CSD which has no legal
personality and which provides CSD services
for which the CSD has been authorised or the
third-country CSD has been recognised;

(26) ‘default’ in relation to a participant means a
situation where insolvency proceedings within the
meaning of regulation 2(1) of the Financial Markets
and Insolvency (Settlement Finality) Regulations
1999 are opened against that participant;
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Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 2

Definitions

(29) ‘CSD link’ means an arrangement between
CSDs or third-country CSDs whereby a CSD
or third-country CSD becomes a participant in
the SSS of a CSD or third-country CSD in order
to facilitate the transfer of securities from the
participants of the latter CSD or third-country
CSD to the participants of the former CSD or
third-country CSD or an arrangement whereby
a CSD or third-country CSD accesses a CSD or
third-country CSD indirectly via an intermediary.
CSD links include standard links, customised
links, indirect links, and interoperable links;

(30) ‘standard link’ means a CSD link whereby a CSD
or third-country CSD becomes a participant in
the SSS of a CSD or third-country CSD under the
same terms and conditions as applicable to any
other participant in the SSS operated by
the latter;

(31) ‘customised link’ means a CSD link whereby

a CSD or third-country CSD that becomes a
participant in the SSS of a CSD or third-country
CSD is provided with additional specific services
to the services normally provided by that CSD or
third-country CSD to participants in the SSS;

(32) ‘indirect link’ means an arrangement between
a CSD or third-country CSD and a third party
other than a CSD or third-country CSD, that is a
participant in the SSS of a CSD or third-country
CSD. Such alink is set up by a CSD or third-
country CSD in order to facilitate the transfer of
securities to its participants from the participants
of another CSD or third-country CSD;

(33) ‘interoperable link’ means a CSD link whereby
CSDs or third-country CSDs agree to establish
mutual technical solutions for settlement in the
SSS that they operate;

(34) ‘international open communication procedures
and standards’ means internationally accepted
standards for communication procedures,
such as standardised messaging formats and
data representation, which are available on a fair,
open and non-discriminatory basis to any
interested party;

(35) ‘transferable securities’ has the meaning in
point (24) of Article 2(1) of Regulation EU (No)
600/2014/EU;

(36)

(37) ‘money-market instruments’ has the meaning in
point (25A) of Article 2(1) of Regulation (EU)

No 600/2014;

(27) ‘delivery versus payment’ or ‘DVP’ means a
securities settlement mechanism which links a
transfer of securities with a transfer of cashin a
way that the delivery of securities occurs if and
only if the corresponding transfer of cash occurs
and vice versa;

Treat the definition of “delivery versus payment” or

“DVP” as including a transfer of securities with a

transfer of cash that may be linked to a settlement

mechanism operating across one or more systems.

(28) ‘securities account’ means an account on which
securities may be credited or debited;

Treat the definition of “securities account” as

including an account or wallet either in digital or

electronic form.

(29) ‘CSD link’ means an arrangement between
CSDs or third-country CSDs whereby a CSD
or third-country CSD becomes a participant in
the SSS of a CSD or third-country CSD in order
to facilitate the transfer of securities from the
participants of the latter CSD or third-country
CSD to the participants of the former CSD or
third-country CSD or an arrangement whereby
a CSD or third-country CSD accesses a CSD or
third-country CSD indirectly via an intermediary.
CSD links include standard links, customised
links, indirect links, and interoperable links;

(30) ‘standard link’ means a CSD link whereby a CSD
or third-country CSD becomes a participant in
the SSS of a CSD or third-country CSD under the
same terms and conditions as applicable to any
other participant in the SSS operated by
the latter;

(31) ‘customised link’ means a CSD link whereby
a CSD or third-country CSD that becomes a
participant in the SSS of a CSD or third-country
CSD is provided with additional specific services
to the services normally provided by that CSD or
third-country CSD to participants in the SSS;

(32) ‘indirect link’ means an arrangement between
a CSD or third-country CSD and a third party
other than a CSD or third-country CSD, that is a
participant in the SSS of a CSD or third-country
CSD. Such a link is set up by a CSD or
third-country CSD in order to facilitate the
transfer of securities to its participants from the
participants of another CSD or third-country CSD;

(33) ‘interoperable link’ means a CSD link whereby
CSDs or third-country CSDs agree to establish
mutual technical solutions for settlement in the
SSS that they operate;
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Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations

Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES
Al’ti Cl e 2 (38) ‘units in collective investment undertakings’ has (34) ‘international open communication procedures
o the meaning in paragraph 3 of Part 1 of Schedule and standards’ means internationally accepted
efinitions

2 to the Financial Services and Markets Act 2000
(Regulated Activities) Order 2001;

(39) ‘emission allowance’ has the meaning in
paragraph 11 of Part 1 of Schedule 2 to the
Financial Services and Markets Act 2000
(Regulated Activities) Order 2001, excluding
derivatives in emission allowances;

(40) ‘regulated market’ has the meaning in point (13) of
Article 2(1) of Regulation (EU) No 600/2014;

(41) ‘multilateral trading facility’ or ‘MTF’ has the
meaning in point (14) of Article 2(1) of Regulation
(EU) No 600/2014;

(42) ‘trading venue’ has the meaning in point (16) of

Article 2(1) of Regulation (EU) No 600/2014;

(42A) UK trading venue’ has the meaning in point

(16A) of Article 2(1) of Regulation (EU) No 600/2014;

(43) ‘settlement agent’ means settlement agent as
defined in regulation 2(1) of the Financial
Markets and Insolvency (Settlement Finality)
Regulations 1999;

(44)

(45) ‘management body’ means the body or bodies
of a CSD, appointed in accordance with the law
applicable within the United Kingdom or any part
of the United Kingdom, which is empowered to
set the CSD’s strategy, objectives and overall
direction, and which oversees and monitors
management decision-making and includes
persons who effectively direct the business of
the CSD.

Where, according to the law applicable within
the United Kingdom or any part of the United
Kingdom, a management body comprises
different bodies with specific functions, the
requirements of this Regulation shall apply only
to members of the management body to whom
the law applicable within the United Kingdom
or any part of the United Kingdom assigns the
respective responsibility;

(46) ‘senior management’ means those natural
persons who exercise executive functions within
a CSD and who are responsible and accountable
to the management body for the day-to-day
management of that CSD;

(47) financial collateral arrangement’ means a
financial collateral arrangement as defined
in regulation 3(1) of the Financial Collateral
Arrangements (No.2) Regulations 2003;

standards for communication procedures,
such as standardised messaging formats and
data representation, which are available on a
fair, open and non-discriminatory basis to any
interested party;

Treat the definition of “international open
communication procedures and standards” as
including such other communication procedure
and standard as approved in the FMI sandbox
arrangements.

(35) ‘transferable securities’ has the meaning in
point (24) of Article 2(1) of Regulation EU (No)
600/2014/EU;

(36)

(37) ‘money-market instruments’ has the meaning in
point (25A) of Article 2(1) of Regulation (EU)
No 600/2014;

(38) ‘units in collective investment undertakings’ has
the meaning in paragraph 3 of Part 1 of Schedule
2 to the Financial Services and Markets Act 2000
(Regulated Activities) Order 2001;

(39) ‘emission allowance’ has the meaning in
paragraph 11 of Part 1 of Schedule 2 to the
Financial Services and Markets Act 2000
(Regulated Activities) Order 2001,
excluding derivatives in emission allowances;

Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations

(40) ‘regulated market’ has the meaning in point (13) of
Article 2(1) of Regulation (EU) No 600/2014;
(41) ‘multilateral trading facility’ or ‘MTF’ has the
meaning in point (14) of Article 2(1) of Regulation
(EU) No 600/2014;
(42) ‘trading venue’ has the meaning in point (16) of
Article 2(1) of Regulation (EU) No 600/2014;
(42A) UK trading venue’ has the meaning in point
(16A) of Article 2(1) of Regulation (EU) No 600/2014;
(43) ‘settlement agent’ means settlement agent as
defined in regulation 2(1) of the Financial
Markets and Insolvency (Settlement Finality)
Regulations 1999;

44
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Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations
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ARTICLE UKCSDR

DSS CSDR GATE 2 BANKRULES

END STATE RULES

(48) ‘FCA means the Financial Conduct Authority;
(49) 'PRA’ means the Prudential Regulation Authority;

Article 2

Definitions
(50) recognised clearing house’ means a recognised
clearing house as defined in section 285(1)(b)
of FSMA;

(51) 'FSMA’ means the Financial Services and Markets
Act 2000;

(52) 'Directive 2013/36/EU UK law’ has the meaning
in Article 4(A)(1) of Regulation (EU) No 575/2013;

(53) references to a 'third country’ (including in
expressions including the words “third country”)
are to be read as references to a country other
than the United Kingdom;

(54) references to 'the UK law on markets in financial
instruments’ are to the law applicable within
the United Kingdom or any part of the United
Kingdom which was relied on immediately
before IP completion day to implement Directive
2014/65/EU and its implementing measures -

(a) as they have effect on IP completion day, in the
case of rules made by the FCA or by the PRA under
FSMA, and

(b) as amended from time to time, in all other cases;

(55) references to "data protection legislation” have
the meaning in the Data Protection Act 2018.

(56) A reference to the PRA Rulebook is to the
rulebook published by the PRA containing rules
made by that Authority under FSMA as that
rulebook has effect on 1January 2022.

2. The Treasury may by regulations specify measures
to further specify the non-banking-type ancillary
services set out in points (1) to (4) of Section B of the
Annex and the banking-type ancillary services set
out in Section C of the Annex.

(45) ‘management body’ means the body or bodies
of a CSD, appointed in accordance with the law
applicable within the United Kingdom or any part
of the United Kingdom, which is empowered to
set the CSD’s strategy, objectives and overall
direction, and which oversees and monitors
management decision-making and includes
persons who effectively direct the business
of the CSD.

Where, according to the law applicable within
the United Kingdom or any part of the United
Kingdom, a management body comprises
different bodies with specific functions, the
requirements of this Regulation shall apply only
to members of the management body to whom
the law applicable within the United Kingdom
or any part of the United Kingdom assigns the
respective responsibility;

(46) ‘senior management’ means those natural
persons who exercise executive functions within
a CSD and who are responsible and accountable
to the management body for the day-to-day
management of that CSD;

(47) 'financial collateral arrangement’ means a
financial collateral arrangement as defined
in regulation 3(1) of the Financial Collateral
Arrangements (No.2) Regulations 2003;

(48) ‘FCA means the Financial Conduct Authority;
(49) 'PRA’ means the Prudential Regulation Authority;
(50) 'recognised clearing house’ means a recognised
clearing house as defined in section 285(1)(b)
of FSMA;
(51) FSMA’ means the Financial Services and Markets
Act 2000;
(52) 'Directive 2013/36/EU UK law’ has the meaning
in Article 4(A)(1) of Regulation (EU) No 575/2013;
(53) references to a’third country’ (including in
expressions including the words “third country”)
are to be read as references to a country other
than the United Kingdom;

Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations
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ARTICLE UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 2

Definitions

(54) references to 'the UK law on markets in financial
instruments’ are to the law applicable within
the United Kingdom or any part of the United
Kingdom which was relied on immediately
before IP completion day to implement Directive
2014/65/EU and its implementing measures —

(a) as they have effect on IP completion day, in the

case of rules made by the FCA or by the PRA
under FSMA, and

(b) as amended from time to time, in all other cases;

(55) references to "data protection legislation” have

the meaning in the Data Protection Act 2018.
(56) A reference to the PRA Rulebook is to the
rulebook published by the PRA containing rules
made by that Authority under FSMA as that
rulebook has effect on 1January 2022.

2. The Treasury may by regulations specify measures
to further specify the non-banking-type ancillary
services set out in points (1) to (4) of Section B of the
Annex and the banking-type ancillary services set
out in Section C of the Annex.

Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations

Remains in the DSS CSDR, as modified by

the Schedule to the DSS Regulations

1. Provision did not apply before document
was retained.

Article 3

Book-entry form L "
2.Where a transaction in transferable securities

takes place on a UK trading venue the relevant
securities shall be recorded in book-entry form

in a CSD or third-country CSD on or before the
intended settlement date, unless they have already
been so recorded. Where transferable securities
are transferred following a financial collateral
arrangement, those securities shall be recorded in
book-entry form in a CSD or third-country CSD on
or before the intended settlement date, unless they
have already been so recorded.

1. Provision did not apply before document

was retained.
2.Where a transaction in transferable securities takes
place on a UK trading venue the relevant securities
shall be recorded in book-entry form in a CSD or third-
country CSD on or before the intended settlement
date, unless they have already been so recorded.
Where transferable securities are transferred
following a financial collateral arrangement, those
securities shall be recorded in book-entry formin a
CSD or third-country CSD on or before the intended
settlement date, unless they have already been
so recorded.
Treat the reference to “book entry” as including a
form of recording of transferable securities using
developing technology.

Remains in the DSS CSDR, as modified
by the Schedule to the DSS Regulations

Remains in the DSS CSDR, as modified
by the Schedule to the DSS Regulations

Article 4 1

2. The competent authority shall ensure that the first
sub-paragraph of Article 3(2) of this Regulation is
applied where transferable securities are admitted
to trading or traded on UK trading venues.

Enforcement

3. The competent authority shall ensure that the
second sub-paragraph of Article 3(2) of this
Regulation is applied where transferable
securities admitted to trading or traded on UK
trading venues are transferred following a financial
collateral arrangement.

1.

2. The competent authority shall ensure that the first
sub-paragraph of Article 3(2) of this Regulation is
applied where transferable securities are admitted to
trading or traded on UK trading venues.

The competent authority shall ensure that the
second sub-paragraph of Article 3(2) of this
Regulation is applied where transferable

securities admitted to trading or traded on UK
trading venues are transferred following a financial
collateral arrangement.

Remains in the DSS CSDR

Remains in the DSS CSDR
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ARTICLE

UKCSDR

DSS CSDR GATE 2 BANKRULES

END STATE RULES

Article 5 1. Any participant in a securities settlement system 1. Any participant in a securities settlement system
that settles in that system on its own account or on that settles in that system on its own account or on
Intended behalf of a third-party transactions in transferable behalf of a third-party transactions in transferable
settlement date securities, money-market instruments, units in securities, money-market instruments, units in
collective investment undertakings and emission collective investment undertakings and emission
allowances shall settle such transactions on the allowances shall settle such transactions on the
intended settlement date. intended settlement date.
2. As regards transactions in transferable securities 2. As regards transactions in transferable securities
referred to in paragraph 1 which are executed on referred to in paragraph 1 which are executed on
a UK trading venue, the intended settlement date a UK trading venue, the intended settlement date
shall be no later than on the second business day shall be no later than on the second business day
after the trading takes place. That requirement shall after the trading takes place. That requirement shall L L
not apply to transactions which are negotiated not apply to transactions which are negotiated Remains in the DSS CSDR Remains in the DSS CSDR
privately but executed on a UK trading venue, privately but executed on a UK trading venue,
to transactions which are executed bilaterally to transactions which are executed bilaterally
but reported to a UK trading venue or to the first but reported to a UK trading venue or to the first
transaction where the transferable securities transaction where the transferable securities
concerned are subject to initial recording in concerned are subject to initial recording in
book-entry form pursuant to Article 3(2). book-entry form pursuant to Article 3(2).
3. The competent authority shall ensure that 3. The competent authority shall ensure that
paragraph 1is applied. paragraph 1is applied.
The competent authority for the supervision of The competent authority for the supervision
trading venues shall ensure that paragraph 2 of trading venues shall ensure that paragraph 2
is applied. is applied.
Article 6
Measures
to prevent

settlement failsv

Not onshored into UK CSDR

Article 7

Measures
to address
settlement fails

Not onshored into UK CSDR

Article 8

Enforcement

Not onshored into UK CSDR
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ARTICLE UKCSDR

DSS CSDR GATE 2 BANKRULES

END STATE RULES

1. Settlement internalisers shall report to the
competent authority on a quarterly basis the
aggregated volume and value of all securities
transactions that they settle outside securities
settlement systems.

Article 9

Settlement
internalisers

2. The Bank of England may make regulatory
technical standards further specifying the content
of such reporting.

3.The Bank of England may make implementing
technical standards to establish standard forms,
templates and procedures for the reporting and
transmission of information referred to in paragraph 1.

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules

Al’ti cle 10 CSD shall be authorised and supervised by the CSD shall be authorised and supervised by the
competent authority. competent authority. L - o -
Competent B L ) Remains in the DSS CSDR, as modified by Remains in the DSS CSDR, as modified by
authority Treat “competent authority” as including an the Schedule to the DSS Regulations the Schedule to the DSS Regulations
appropriate regulator or the appropriate regulators
acting jointly by or under these Regulations.
Article 11
Designation of Not onshored into UK CSDR
the competent
authority
Article 12
Relevant Not onshored into UK CSDR
authorities
Article 1 3 1. Competent authorities and other bodies or natural 1. Competent authorities and other bodies or natural
and legal persons receiving confidential information and legal persons receiving confidential information . L
.Exchang.e of in the exercise of their duties under this Regulation in the exercise of their duties under this Regulation Remains in the DSS CSDR Remains in the DSS CSDR
information shall use it only in the course of their duties. shall use it only in the course of their duties.
Article 14
Cooperation
between Not onshored into UK CSDR
authorities
Article 15
Emergency
situations Not onshored into UK CSDR

11 UKregulators’ proposals for applying the UK Central Securities Depository Regulation to firms in the Digital Securities Sandbox | 2024
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ARTICLE

UKCSDR DSS CSDR GATE 2 BANKRULES

END STATE RULES

Article 16

Authorisation
of aCSD

1. Any legal person that falls within the definition of
CSD shall obtain an authorisation from
the competent authority before commencing
its activities.

2. The authorisation shall specify the core
services listed in Section A of the Annex
and non-banking-type ancillary services permitted
under Section B of the Annex,

which the CSD is authorised to provide. Disapplied in Sl and not replaced by Bank rules

3.ACSD shall comply at all times with the conditions
necessary for authorisation.

4.A CSD as well as its independent auditors,
shall, without undue delay, inform the
competent authority of any substantive
changes affecting the compliance with the
conditions for authorisation.

Disapplied in Sl and not replaced by Bank rules

Article 17

Procedure
for granting
authorisation

1. The applicant CSD shall submit an application for
authorisation to the competent authority.

2The application for authorisation shall be
accompanied by all information necessary to enable
the competent authority to satisfy itself that the
applicant CSD has established, at the time of the
authorisation, all the necessary arrangements to
meet its obligations as laid down in this Regulation.
The application for authorisation shall include a
programme of operations setting out the types of
business envisaged and the structural organisation
of the CSD.

3. Within 30 working days from the receipt of
the application, the competent authority shall
assess whether the application is complete.
If the application is not complete, the competent
authority shall set a time limit by which the
applicant CSD has to provide additional
information. The competent authority shall

Disapplied in Sl and not replaced by Bank rules

inform the applicant CSD when the application is considerec-tobecomplete:
considered to be complete. 4

4 5,

5 6

6 7

7 .

8. Within six months from the submission of a
complete application, the competent authority
shall inform the applicant CSD in writing with a fully
reasoned decision whether the authorisation has
been granted or refused.

12 UKregulators’ proposals for applying the UK Central Securities Depository Regulation to firms in the Digital Securities Sandbox | 2024
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANK RULES

END STATE RULES

Article 17

Procedure
for granting
authorisation

9. The Bank of England may make regulatory
technical standards to specify the information that
the applicant CSD is to provide to the competent
authority in the application for authorisation.

10. The Bank of England may make implementing
technical standards to establish standard forms,
templates and procedures for the application for
authorisation.

9-The Bankof England-may-make regulatory-
. i i .
. ~SDi .

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules

Article 18

Effects of the
authorisation

1. The activities of the authorised CSD shall be
limited to the provision of services covered by its
authorisation or by notification in accordance with
Article 19(8).

2. Securities settlements systems governed by the
law applicable within the United Kingdom or any
part of the United Kingdom may be operated only
by authorised CSDs, the Bank of England (or other
public bodies charged with or intervening in the
management of public debt in the United Kingdom)
acting as a CSD and third country CSDs that are
recognised in accordance with Article 25.

3. An authorised CSD may have a participation only
in a legal person whose activities are limited to the
provision of services listed in Sections A and B of
the Annex, unless such a participation is approved
by its competent authority on the basis that it does
not significantly increase the risk profile of the CSD.

4. The Bank of England may make regulatory
technical standards to specify the criteria to be
taken into account by the competent authority to
approve the participation of CSDs in legal persons
other than those providing the services listed in
Sections A and B of the Annex. Such criteria may
include whether the services provided by that legal
person are complementary to the services provided
by a CSD, and the extent of the CSD’s exposure to
liabilities arising from such participation.

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 19

Extension

and outsourcing
of activities

and services

1. An authorised CSD shall submit an application for
authorisation to the competent authority where it
wishes to outsource a core service to a third party
under Article 30 or extend its activities to one or
more of the following:

(a) additional core services listed in Section A of the

Annex, not covered by the initial authorisation;

(b) ancillary services permitted under, but not
explicitly listed in Section B of the Annex,
not covered by the initial authorisation;

(c) the operation of another securities
settlement system;

(d) the settlement of all or part of the cash leg of
its securities settlement system in the books of
another settlement agent;

(e) setting up an interoperable link, including those
with third-country CSDs.

2. The granting of authorisation under paragraph 1
shall follow the procedure laid down in Article 17.

The competent authority shall inform the applicant
CSD whether the authorisation has been granted or
refused within three months of the submission of a
complete application.

3.CSDs that intend to establish an interoperable
link shall submit an application for authorisation
as required under point (e) of paragraph 1, to the
competent authority.

4. The authority referred to in paragraph 3 shall refuse
to authorise a link only where such a CSD link would

threaten the smooth and orderly functioning of the
financial markets or cause systemic risk.

5. Interoperable links of CSDs that outsource some of

their services related to those interoperable links
to a public entity in accordance with Article 30(5)
and CSD links that are not referred to in point (e) of
paragraph 1shall not be subject to authorisation
under that point but shall be notified to the
competent authority prior to their implementation
by providing all relevant information that allows the

competent authority to assess compliance with the

requirements provided in Article 48.

teassesseeﬁ%phaﬁeewﬁmhefeqtnfeﬁﬁaﬁfs
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19.1 An-authorised-CSD-shallsubmit-an-application-

Where not already permitted by its SAN, a DSD
m mit a re vary its SAN to the Bank
where it wishes to outsource a core service to a
third party under Article 30 or extend its activities
to one or more of the following:
(a) additional core services listed in Section
A of the- Annex; notcoveredby-theinitial-
atithorisation Chapter 4;
(b) ancillary services permitted under, but not
explicitly listed in Section B of the Anriex;
noteoveredby theinitiatatthorisation Chapter 4;

(c) the operation of a Securities Settlement System
or another Securities Settlement System;

(d) the settlement of all or part of the cash leg
of its any Securities Settlement System it-
operates in the books of another settlement
agent; (9)

(e) setting up an interoperable link, including

19.2 The-granting-of authorisation-underparagraph-

‘ . -
. SSE -
‘ s
¢ L ¢ ication.
Note: left blank

19.3 €SDs thatintend A DSD that intends to establish

an interoperable I|nks-ha++subﬁ°¢t4afvappheaﬁeﬁ
forauthorisation

SAN as required under peint subparagraph (e)
of paragraph 1, to the competentauthority Bank,
where the SAN d not alread rmit them
todo so.

19.4 The-authority referred-toin-paragraph-3-shatt

‘ . .
CSDHink-would-threatenthe-smooth-and-orderly-

systemicrisk: [Note: left blank

19.5 Interoperablelinks-of CSDs that outsotirce some-

oftheirservicesrelatedto-thoseinteroperable-
tinks-to-apublic-entityin-accordance with-Articte-
30(5)and-CSD DSD links that are not referred
to in point subparagraph () of paragraph 1 shall
not be subject to authorisationunderthat point
arequirement to vary the SAN but mtist shall be
notified to the competent authority Bank prior

to theirimplementation by providing all relevant
information that allows the competentauthority
Bank to assess compliance with the requirements
provided in Article 48 and Chapter 3.

191 Where not already permitted by its SAN, a DSD
must submit a request to vary its SAN to the Bank
where it wishes to outsource a core service to a
third party under Article 30 or extend its activities
to one or more of the following:

(a) additional core services listed in Section A of
Chapter 46;

(b) ancillary services permitted under, but not
explicitly listed in Section B of Chapter 46;

(c) the operation of a Securities Settlement
System or another Securities Settlement
System;

(d) the settlement of all or part of the cash leg of
any Securities Settlement System it
operates in the books of another settlement
agent;

(e) setting up an interoperable link.
19.2

19.3 ADSD that intends to establish an interoperable
link must make a request to vary its SAN as required
under subparagraph (e) of paragraph 1, to the Bank,
where the SAN does not already permit them to

do so.

194

19.5 DSD links that are not referred to in point
subparagraph (e) of paragraph 1 shall not be
subject to a requirement to vary the SAN but
must be notified to the Bank prior to their
implementation by providing all relevant
information that allows the Bank to assess
compliance with the requirements provided in
Article 48 and Chapter 35.

19.6 A DSD may maintain or establish a link with a
third country CSD in accordance with the
conditions and procedures provided in this
Article. Where links are established with a third
country CSD the information provided by the
requesting DSD must allow the Bank to evaluate
whether such links fulfil the requirements
provided in Article 48 or the requirements that
are equivalent to those provided in Article 48 and
Chapter 35.

197

19.8 A DSD must notify the Bank of the additional
ancillary services explicitly listed in Section B of
Chapter 4 prior to their provision.
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 19

Extension

and outsourcing
of activities

and services

6.A CSD vmay maintain or establish a link with a
third-country CSD in accordance with the
conditions and procedures provided in this Article.
Where links are established with a third-country
CSD the information provided by the CSD shall
allow the competent authority to evaluate whether
such links fulfil the requirements provided in Article
48 or the requirements that are equivalent to those
provided in Article 48.

7. The competent authority shall require a CSD to
discontinue a CSD link that has been notified when
such link does not fulfil the requirements provided
forin Article 48 and thereby would threaten the
smooth and orderly functioning of the financial
markets or cause systemic risk.

8.The additional ancillary services explicitly listed
in Section B of the Annex shall not be subject to
authorisation, but shall be notified to the competent
authority prior to their provision.

19.6 A €SP DSD may maintain or establish a link
with a third-country CSD in accordance with
the conditions and procedures provided in
this Article. Where links are established with
a third-country CSD the information provided
by the requesting €SB DSD shalt must allow
the Bank to evaluate whether such links fulfil
the requirements provided in Article 48 or
the requirements that are equivalent to those
provided in Article 48 and Chapter 3.

19.7 The-competentauthority shaltrequire a €Sb-to-
. . ~SD i .

. il .
‘ L
[Note: left blank]
19.8 A DSD must notify the Bank of the additional
ancillary services explicitly listed in Section B of
i .
prior Chapter 4 prior to their provision.

Article 20

Withdrawal of
authorisation

1. Without prejudice to any remedial actions or
measures under Title V, the competent authority
shall withdraw the authorisation in any of the
following circumstances, where the CSD:

(a) has not made use of the authorisation during
12 months, expressly renounces the authorisation
or has provided no services or performed no
activity during the preceding six months;

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

(c) no longer complies 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) has seriously or systematically infringed the
requirements laid down in this Regulation or,
where applicable, in the UK law on markets in
financial instruments or Regulation (EU)

No 600/2014.
2.
3.
4. The competent authority may limit the withdrawal
of authorisation to a particular service, activity, or
financial instrument.

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules
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ARTICLE UKCSDR DSS CSDR GATE 2 BANK RULES END STATE RULES

Article 20 5. A CSD shall establish, implement and maintain
adequate procedures ensuring the timely and

Withdrawal of orderly settlement and transfer of the assets

authorisation of clients and participants to another CSD or
third-country CSD4 in the event of a withdrawal of
authorisation referred to in paragraph 1.

Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules

e

Al’tiCl e 21 . The name of each CSD or third-country CSD
operating in compliance with this Regulation and to

CSD register which authorisation or recognition has been granted
pursuant to Article 16,19 or 25 shall be entered in a
register specifying the services and, where applicable,
classes of financial instruments for which the CSD or
third-country CSD has been authorised. The register
shall include CSD links. The competent authority shall
make the register available on its dedicated website
and keep it up to date.

Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules

Article 22 1. The competent authority shall, at least on an
annual basis, review the arrangements, strategies,
Review and processes and mechanisms implemented by a CSD
evaluation with respect to compliance with this Regulation
and evaluate the risks to which the CSD is, or might
be, exposed or which it creates for the smooth
functioning of securities markets.

2. The competent authority shall require the
CSD to submit to the competent authority an
adequate recovery plan to ensure continuity
of its critical operations.

3. The competent authority shall ensure that an
adequate resolution plan is established and
maintained for each CSD so as to ensure continuity
of at least its core functions, having regard to
the size, systemic importance, nature, scale and
complexity of the activities of the CSD concerned
and any relevant resolution plan established in
accordance with the Bank Recovery and Resolution
(No.2) Order 2014.

4.The competent authority shall establish the
frequency and depth of the review and evaluation
referred to in paragraph 1 having regard to the size,
systemic importance, nature, scale and complexity
of the activities of the CSD concerned. The review
and evaluation shall be updated at least on an
annual basis.

5. The competent authority shall subject the CSD to
on-site inspections.

6.

7

8.
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ARTICLE

UKCSDR

DSS CSDR GATE 2 BANK RULES

END STATE RULES

Article 22 9. The competent authority shall require a CSD that 9-The competentatthority shaltrequire-aCSD-that
i does not meet the requirements of this Regulation doesnotmeetthe requirements-of this Regutation-
Rewew_and to take at an early stage the necessary actions or ake a arly s y actions o
evaluation steps to address the situation.
10. The Bank of England may make regulatory
technical standards to specify the following:
(a) the information that the CSD is to provide to
the competent authority for the purposes of the the-competentatthority for the purposes-ofthe
review and evaluation referred to in paragraph 1. review-and-evaluation-referred-to-inparagraph+
11. The Bank of England may make implementing #-The Bank-of England-may make-implementing-
technical standards to determine standard forms, technical-standards-to-determine standard-forms;
templates and procedures for the provision of templates-andprocedtures-fortheprovision-of
information referred to in the first subparagraph of informationreferrec-to-inthe first subparagraph-of
paragraph 10 paragraph10:
Article 23
Freedom to .
provide services Not onshored into UK CSDR
in another
Member State
Article 24
Cooperation
between
authorities i
of the home Not onshored into UK CSDR
Member State
and of the host
Member State
and peer review
Article 25 1. Third-country CSDs may provide services
referred to in the Annex within the United Kingdom,
Third countries

including through setting up a branch.

2. Notwithstanding paragraph 1, a third-country CSD
that intends to provide the core services referred
to in points (1) and (2) of Section A of the Annex in
relation to financial instruments constituted under
the law applicable within the United Kingdom or any
part of the United Kingdom or to set up a branch
in the United Kingdom is subject to the procedure
referred to in paragraphs 4 to 11 of this Article.

3.A CSD may maintain or establish a link with a
third-country CSD in accordance with Article 48.

Disapplied in Sl and not replaced by Bank rules
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ARTICLE UKCSDR DSS CSDR GATE 2 BANK RULES END STATE RULES

Article 25 4. After consulting the authorities referred to in 4-After-constiting-the-authorities referred-toin-
paragraph 5, the competent authority may paragraph-5;the-competentauthority may-

Third countries recognise a third-country CSD that has applied for recognise a third-country CSD that has applied for-
recognition to provide the services referred to in recognition-to-provide the-servicesreferred-to-in-
paragraph 2, where the following conditions paragraph-2,where-the-following-conditions-
are met: are-met:

(a) the Treasury has made regulations in (a)the Treasury has-made regulations-in-
accordance with paragraph 9; aceordance with-paragraph-9;

(b) the third-country CSD is subject to effective (b)-the third-country CSD-is-subject to-effective-
authorisation, supervision and oversight or, if the atthorisation, supervision-and-oversightorif the-
securities settlement system is operated by a securities-settlement-systemis-operated-by-a-
central bank, oversight, ensuring full compliance centratbank;oversight, ensuring-fultcompliance-
with the prudential requirements applicable in with-the prudentiatrequirements-applicable-in-
that third country; thatthirc-country;

(c) cooperation arrangements between the (c)-cooperation-arrangements-between-the-
competent authority and the responsible competentauthority-and-theresponsibte-
authorities in that third country (‘responsible authoritiesin-that third-country{‘responsible-
third-country authorities’) have been established third-country-authorities)-have-been-established
pursuant to paragraph 10; pursuant to-paragraph16;

(d) where relevant, the third-country CSD takes the (dywhererelevant; the third-country CSD-takes the-
necessary measures to allow its users to comply necessary-measures-to-allow-its usersto-comply
with the relevant law applicable within the United with-the relevanttaw-applicable-withinthe United

Kingdom or any part of the United Kingdom
and the adequacy of those measures has been

confirmed by the competent authority.

Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules
5. When assessing whether the conditions referred

to in paragraph 4 are met, the competent authority
shall consult:

(a)

(b)

(c) the responsible third-country authorities

entrusted with the authorisation, supervision and entrusted-with-the-authorisation, supervision-and
oversight of third-country CSDs. i i

6. The third-country CSD referred to in paragraph 2
shall submit its application for recognition to the
competent authority.

The applicant third-country CSD shall provide the
competent authority with all information deemed
to be necessary for its recognition. Within 30
working days from the receipt of the application,
the competent authority shall assess whether the
application is complete. If the application is not
complete, the competent authority shall set a time m ; m atithority- shaltsetatim
limit by which the applicant third-country CSD has limitby-which-the-applicant third-country-CSb-has-

to provide additional information. to-provide-additionatinformation:
The recognition decision shall be based on the Therecognition-decision-shaltbe based-on-the-
criteria laid down in paragraph 4. eriteriataic-downinparagraph4-
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END STATE RULES

Article 25

Third countries

Within six months from the submission of a
complete application, the competent authority
shall inform the applicant third-country CSD in
writing with a fully reasoned decision whether the
recognition has been granted or refused.
Recognition under this Article must be granted only
for services listed in the Annex and the decision
granting recognition must specify the services
which the third-country CSD is recognised to
provide or perform.
The applicant third-country CSD must,
without undue delay, notify the competent
authority of any material changes affecting the
condition for recognition in point (b) of paragraph 4.
6A. A third-country CSD recognised under paragraph
4 must, without undue delay, notify the competent
authority of any material changes affecting
the condition for recognition in point (b) of
paragraph 4.
7.Where the third-country CSD, duly recognised
under paragraph 4, provides CSD services in the
United Kingdom, the competent authority may
request the responsible third country authorities to:
(a) report periodically on the third-country CSD’s
activities in the United Kingdom, including for the
purpose of collecting statistics;

(b) communicate, within an appropriate time-frame,
the identity of the issuers and participants in
the securities settlement systems operated by
the third-country CSD which provides services
in the United Kingdom and any other relevant
information concerning the activities of that
third-country CSD in the United Kingdom.

8. The competent authority shall, after consulting the
authorities referred to in paragraph 5, review the
recognition of the third-country CSD in the event of
extensions by the third-country CSD in the United
Kingdom of its services under the procedure laid
down in paragraphs 4,5 and 6.

The competent authority shall withdraw the
recognition of the third-country CSD where
the conditions laid down in paragraph 4 are no
longer met, or in the circumstances referred to
in Article 20.
The competent authority may —
(a) limit the withdrawal to a particular service; and
(b) direct that the withdrawal is to have effect
subject to such transitional arrangements as the
competent authority considers necessary
or expedient.

Disapplied in Sl and not replaced by Bank rules
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Article 25 9. The Treasury may by regulations specify a third
country which, in the opinion of the Treasury,

has legal and supervisory arrangements which
ensure that third-country CSDs authorised in that
third country comply with legally binding
requirements which are in effect equivalent to the
requirements laid down in this Regulation,

that those third-country CSDs are subject to
effective supervision, oversight and enforcement in
that third country on an ongoing basis and that the
legal framework of that third country provides for an
effective equivalent system for the recognition of
third-country CSDs authorised under third country
legal regimes and CSDs authorised under the law
applicable in the United Kingdom.

Third countries

In making the determination referred to in the first
subparagraph, the Treasury may also consider
whether the legal and supervisory arrangements
of a third country reflect the internationally agreed
CPSS-I0SCO standards, in so far as the latter do
not conflict with the requirements laid down in
this Regulation.

10. The competent authority shall establish
cooperation arrangements with the responsible
third-country authorities whose legal and
supervisory frameworks have been recognised
as equivalent to this Regulation in accordance
with paragraph 9. Such arrangements shall specify
at least:

Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules

(a) the mechanism for the exchange of information
between the competent authority and the
third-country responsible authorities,
including access to all information regarding the
third-country CSDs authorised in third countries
that is requested by the competent authority and
in particular access to information in the cases
referred to in paragraph 7;

(b) the mechanism for prompt notification of the
competent authority where a third-country
responsible authority deems a third-country
CSD that it is supervising to infringe the
conditions of its authorisation or of other
applicable law;

(c) the procedures concerning the coordination of
supervisory activities including, where appropriate,
on-site inspections.

Where a cooperation agreement provides for
transfers of personal data by a public authority of the
United Kingdom, such transfers shall comply with the
provisions of data protection legislation.
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Article 25

Third countries

11. Where a third-country CSD has been recognised,

in accordance with paragraphs 4 to 8, it may
provide services referred to in the Annex within the
United Kingdom, including by setting up a branch.

12. The Bank of England may make regulatory

technical standards to specify the information
that the applicant third-country CSD is to provide
to the competent authority in its application for
recognition under paragraph 6.

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules

Article 26

General
provisions

1. A CSD shall have robust governance arrangements,

which include a clear organisational structure with
well-defined, transparent and consistent lines

of responsibility, effective processes to identify,
manage, monitor and report the risks to which it is
or might be exposed, and adequate remuneration
policies and internal control mechanisms, including
sound administrative and accounting procedures.

2. A CSD shall adopt policies and procedures which

are sufficiently effective so as to ensure compliance
with this Regulation, including compliance of its
managers and employees with all the provisions of
this Regulation.

3.A CSD shall maintain and operate effective written

organisational and administrative arrangements
to identify and manage any potential conflicts of
interest between itself, including its managers,
employees, members of the management body or
any person directly or indirectly linked to them, and
its participants or their clients. It shall maintain and
implement adequate resolution procedures where
possible conflicts of interest occur.

4. A CSD shall make its governance arrangements

and the rules governing its activity available to
the public.

5. A CSD shall have appropriate procedures for

its employees to report internally potential
infringements of this Regulation through a
specific channel.

6.A CSD shall be subject to regular and independent

audits. The results of these audits shall be
communicated to the management body and
made available to the competent authority and,
where appropriate taking into account potential
conflicts of interest between the members

of the user committee and the CSD, to the

user committee.
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26.1 A €Sb-shall ADSD must have robust

governance arrangements, which include a

clear organisational structure with well-defined,
transparent and consistent lines of responsibility,
effective processes to identify, manage,

monitor and report the risks to which it is or might
be exposed, and-adeguate remuneration policies
and internal control mechanisms, including sound
administrative and accounting procedures.

26.2 A€SDshaltADSD must adopt policies and

procedures which are sufficiently effective so as to
ensure compliance with this Regulation the DSS
CSDR and the rules, including compliance of its
managers and employees with all the provisions of

this-Regulation DSS CSDR and the rules.

26.3 A CSD-shall A DSD must maintain and

operate effective written organisational and
administrative arrangements to identify and
manage any potential conflicts of interest
between itself, including its managers,
employees, members of the management body
or any person directly or indirectly linked to them,
and its participants or their clients. It shalt must
maintain and implement adequate resolution
procedures where possible conflicts of

interest occur.

26.4 ACSDshaltmake-its governance arrangements

and-therules-governing-its-activity-available to-
the-pubtie: [Note: left blank

26.5 A DSD must have appropriate procedures

for its employees to report internally potential
infringements of the DSS CSDR or the rules,
through a specific channel.

tothe-usercommittee-[Note: left blank|

26.1 A DSD must have robust governance

arrangements, which include a clear
organisational structure with well-defined,
transparent and consistent lines of responsibility,
effective processes to identify, manage,

monitor and report the risks to which it is or might
be exposed, and adequate remuneration policies
and internal control mechanisms, including sound
administrative and accounting procedures.

26.2 A DSD must adopt policies and procedures

which are sufficiently effective so as to ensure
compliance with the DSS CSDR and the rules,
including compliance of its managers and
employees with all the provisions of DSS CSDR
and the rules.

26.3 A DSD must maintain and operate effective

written organisational and administrative
arrangements to identify and manage any
potential conflicts of interest between itself,
including its managers, employees, members

of the management body or any person directly
orindirectly linked to them, and its participants
or their clients. It must maintain and implement
adequate resolution procedures where possible
conflicts of interest occur.

26.4 [Note:leftblank] A DSD must make its

vernan rrangements and the rul
governing its activity available to the public.

26.5 A DSD must have appropriate procedures for

its employees to report internally potential
infringements of the DSS CSDR or the rules
through a specific channel.

26.6 [Note-left-blank] A DSD must be subject to

regular and independent audits. A DSD must

communicate the results of these audits to the

management body and make them available

to the Bank and, where appropriate taking into
: i fi

the members of the user committee and the
DSD, to the user committee.
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES
Article 26 7.Where a CSD is part of a group of undertakings 7-Where-a-€Sbispartof agroupof tindertakings- 26.7 Where a €SB DSD is part of a group of 26.7 Where a DSD is part of a group of undertakings
including other CSDs, third country CSDs or credit including-other CSDs; third-country CSDs-oreredit- undertakings including other CSDs, third country including, for example, CSDs, third country
Gen?r.al institutions referred to in Title IV, it shall adopt institutionsreferred-to-inTitle 1V it shaltadopt CSDs or credit institutions referred to in Title- CSDs or credit institutions referred to in Articles
provisions detailed policies and procedures specifying how B == S ¥ Article 54 to 60, it shatt must adopt detailed 54 to 60, it must adopt detailed policies and
the requirements laid down in this Article apply to thereqtirements-aid-down-in-this-Article-apply-to- policies and procedures specifying how the procedures specifying how the requirements laid
the group and to the different entities in the group. the-group-and-to-the differententitiesin-the group: requirements laid down in this Article apply to the down in this Article apply to the group and to the
8.The Bank of England may make regulatory 8-The Bankof England-may make regutatory- group and to the different entities in the group. different entities in the group.
technical standards specifying at the CSD level and technical-standards-specifying-at the CSPeveland 26.8 The Bankof England-may make regulatory
at the group level as referred to in paragraph 7: atthe grouplevetasreferred-toinparagraph7: technical standards specifying-at the CSbleveland
(a) the monitoring tools for the risks of the CSDs R a e e e atthe group evetasreferredtoinparagraph 7:
referred to in paragraph 1; referred-toin-paragrapht; (a)the-monitoring toolsforthe risks-of the CSDs-
(b) the responsibilities of the key personnelin (b)the responsibilitiesof the key personnein- eferrecttoinparagrapht;
respect of the risks of the CSDs referred to in respectoftherisks-of the CSDsreferred-toin- (b} theresponsibilities-of the key personneHn-
paragraph 1; paragraph-t; respectof therisks-of the CSDsreferred-toin-
(c) the potential conflicts of interest referred to in (e} the potential-conflicts of interest referred toin- paragrapht;
paragraph 3; paragraph-3; (e} thepotential-conflicts-of interestreferred-to-in-
(d) the audit methods referred to in paragraph 6; and (d) the audit methods referred to in paragraph 6; and paragraph3;
(e) the circumstances in which it would be (e) the circumstances in which it would be- (d} the-audit methods referred to-inparagraph-
appropriate, taking into account potential appropriate; taking-into-accotnt potentiat- i ’ e ]
conflicts of interest between the members of B e e e e be-appropriate; taking into-account potentiat-
the user committee and the CSD, to share audit the-usercommittee-andthe €Sb; to-shareaudit-
findings with the user committee in accordance findings-with-the-user committeein-acecordance- e - e
with paragraph 6. with-paragraph-6: dings withrthe userco tteeirraceordance
with-paragraph-6:
Article 27 1. The senior management of a CSD shall be of 1-Theseniormanagementof aCSb-shaltbeof 271 A DSD must ensure that the senior management 271 A DSD must ensure that the senior management
i sufficiently good repute and experience so as to sufficiently goodrepute-and-experience so-asto- of a €Sb-shall DSD must be of sufficiently good of a DSD must be of sufficiently good repute
Senior ensure the sound and prudent management of RS hes repute and experience so as to ensure the sound and experience so as to ensure the sound and
management, the CSD. the-€SB: and prudent management of the €SB DSD. prudent management of the DSD.
management
ety :nd 2.ACSD shall have a management body of which at e e R e 27.2 [Nete-leftblank} ADSD must have a.
. ‘i

shareholders

least one third, but no less than two, of its members
are independent.

3. The remuneration of the independent and other
non-executive members of the management body
shall not be linked to the business performance of
the CSD.

4.The management body shall be composed of
suitable members of sufficiently good repute
with an appropriate mix of skills, experience and
knowledge of the entity and of the market.
The non-executive members of the management
body shall decide on a target for the representation
of the under-represented gender in the
management body and prepare a policy on how
to increase the number of the under-represented
gender in order to meet that target. The target,
policy and its implementation shall be made public.
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members-are-independent: [Note: left blank

273

performanee-of the-CSD: [Note: left blank

274 Themanagementbody shaftbe composedo
. ¢ suffici

shallbe-made-public: [Note: left blank]

management body of which at least one
hir nol han two, of its members ar
independent.

27.3 [Noteteft btank} ADSD m! re that th
remuneration of the independent and other
non-executive members of the management
body must not be linked to the business
performance of the DSD.

274 [Note-leftblank] A DSD must ensure that the
management i m| f suitabl
members of sufficiently good repute with
an appropriate mix of skills, experience and
knowledge of the entity and of the market.

The DSD must ensure that the non-executiv
members of the management body decide
on a target for the representation of the
under-represented gender in the management
nd prepar li n how to incr
the number of the under-represented gender in
r to meet that target. The target, poli n

its implementation must be made public.

aoshearman.com



DSS CSDR

GATE 2 BANKRULES

END STATE RULES

ARTICLE UKCSDR
Al’tiCl e 27 5. A CSD shall clearly determine the role and
i responsibilities of the management body in
Senior accordance with the relevant law applicable within
management, the United Kingdom or of any part of the United
management Kingdom. A CSD shall make the minutes of the
body and meetings of the management body available to the

shareholders competent authority and the auditor upon request.

6. The CSD’s shareholders and persons who are
in a position to exercise, directly or indirectly,
control over the management of the CSD shall
be suitable to ensure the sound and prudent
management of the CSD.

7.ACSD shall:

(a) provide the competent authority with, and make
public, information regarding the ownership of
the CSD, and in particular, the identity and scale
of interests of any parties in a position to exercise
control over the operation of the CSD;

(b) inform and seek approval from the competent
authority of any decision to transfer ownership
rights which give rise to a change in the identity of
the persons exercising control over the operation
of the CSD. After receiving approval from the
competent authority, the CSD shall make public
the transfer of ownership rights.

Any natural or legal person shall inform without
undue delay the CSD and its competent authority
of a decision to acquire or dispose of its ownership
rights that give rise to a change in the identity of
the persons exercising control over the operation
of the CSD.

8. Within 60 working days from the receipt of
the information referred to in paragraph 7,
the competent authority shall take a decision on
the proposed changes in the control of the CSD.
The competent authority shall refuse to approve
proposed changes in the control of the CSD where
there are objective and demonstrable grounds for
believing that they would pose a threat to the sound
and prudent management of the CSD or to the
ability of the CSD to comply with this Regulation.

275 A€SD-shalt ADSD must clearly determine the
role and responsibilities of the management body
in accordance with the relevant law applicable
within the United Kingdom or of any part of the
United Kingdom. A €5Sb-shalt DSD must make
the minutes of the meetings of the management
body available to the competentauthorityand-
the-auditor Bank upon request.

managementof the-CSD: [Note: left blank’

7.ACSD shall:

(a) provide the competent authority with, and make
public, information regarding the ownership of
the CSD, and in particular, the identity and scale
of interests of any parties in a position to exercise
control over the operation of the CSD;

(b) inform and seek approval from the competent
authority of any decision to transfer ownership
rights which give rise to a change in the identity of
the persons exercising control over the operation
of the CSD. After receiving approval from the
competent authority, the CSD shall make public
the transfer of ownership rights.

Any natural or legal person shall inform without
undue delay the CSD and its competent authority
of a decision to acquire or dispose of its ownership
rights that give rise to a change in the identity of
the persons exercising control over the operation
of the CSD.

8. Within 60 working days from the receipt of
the information referred to in paragraph 7,
the competent authority shall take a decision on
the proposed changes in the control of the CSD.
The competent authority shall refuse to approve
proposed changes in the control of the CSD where
there are objective and demonstrable grounds for
believing that they would pose a threat to the sound
and prudent management of the CSD or to the
ability of the CSD to comply with this Regulation.

Treat the reference to “this Regulation”in Article

27(8) as including a reference to any rules made by
the appropriate regulator under regulation 7 and any
technical standards made by the Bank of England
under regulation 8, in so far as these rules or technical
standards are on the subject matter of a provision of
UK CSDR that is disapplied by this Schedule.
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27.5 ADSD must clearly determine the role and
responsibilities of the management body in
accordance with the relevant law applicable
within the United Kingdom or of any part of the
United Kingdom. A DSD must make the minutes
of the meetings of the management body

available to the Bank upon request.

276 [Noteleftblank] The DSD’s shareholders

n rsons wh

rein ition t

Xerci

directly orindirectly, control over the

man ment

f the DSD must

itable t

ensure the sound and prudent management of

the DSD.
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ARTICLE UKCSDR

DSS CSDR

GATE 2 BANK RULES

END STATE RULES

Article 27

Senior
management,
management
body and
shareholders

Treat this article as modified to provide that
regulations 5F to 5J of the Central Securities
Depositories Regulations 2014 are included as
a new Article 27(9).

9. Interpretation of Part 5

5F. InPart5 -

“acquisition” means a transfer of ownership rights
: : . : . ity of

persons exercising control over the operation of a

recognised CSD;

under Article 27(7) of the CSD regulation of a

ment period” means th ri f 60 workin
“control” means the relationship between two
; ; . ; 52 of
Schedule 7 to, the Companies Act 2006
“proposed acquisition” means a decision to transfer

identity of th: rsons exercisin ntrol over th

g ‘ : CSD:
“restriction notice” has the meaning given
regulation 5;
“shares” has the meaning given by section 422 of
the Act (controller), but section 422A of the Act M20.
(disregarded holdings) does not apply;

“voting power” has the meaning given by section 422
of the Act;
“workin ” mean ther than —

(a) Saturday or Sunday,

) Chri D . Fii
(c) a day which is a bank holiday under the Banking
Fi ial Deali At 1971 M21
f the United Kin m.
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ARTICLE UKCSDR

DSS CSDR GATE 2 BANK RULES

END STATE RULES

Article 27

Senior
management,
management
body and
shareholders

documents which the Bank reasonably requires
and demonstrable grounds for believing that
to the sound and prudent management of the

CSD to comply with the CSD regulation.

The information or ments m rovi
or produced -

fore the end of h peri m ifi
and

(b) at such place as may be specified.

(4) The Bank may require any information provided
. ) . . ;

(a) any information provided, whether in a document
) fiedi
( . .
h a manner, as it may ri nably require.

the notice.

regulation, the information referred to in Article

Bank receives all the information and documents

. ) . B
has imposed a requirement under paragraph (4) or
5) : . .

2) The noti nder Article 27 f th D
regulation must —
ive r ns for th ision,

notice (whether or not P has referred the matter to.
the Tribunal); and

(c)inform P of P’s right to refer the matter to the
i . T ¢

such a reference.
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES
Article 27 (3) The Bank may extend the period allowed under the
rticle notice under Article 27(8) of the CSD regulation for
i making representations.
management, (4) If, having considered any representations made_
management by P, the Bank decides to rescind the notice under
body and Article 27(8) of CSD . ive P
shareholders written notice.

5) . havi ) )

P, the Bank decides not to rescind the notice under

Article 27(8) of CSD - )
P written notice which must comply with

paragraph (2)(c).
(6) Part 9 of . )
to references to the Tribunal under this regulation
. ) f T
the Act.
R . .
fﬂ.:

(1) The Bank may give notice in writing
following circumstances.
2) The circumstan re that —

p ) ich Pi

P e
() wi L Arti .
(ii) before the expiry date of the assessment
acquisition), or
iii) in contravention of the Bank’ ision un
Arti ‘ oSO )
(3)In a restriction notice, the Bank may direct that
are, until further notice, subject to one or more of
‘ . e

no votin wer s t xercisable;

(c) no further shares are to be issued in pursuance
‘ . ‘ f
; . { £

to their holder;

xcept in a liquidation, n ment is f m.
of any sums due from the body corporate on-
any such shares, whether in respect of capital
or otherwise.
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ARTICLE UKCSDR

DSS CSDR GATE 2 BANK RULES

END STATE RULES

Article 27

Senior
management,
management
body and
shareholders

)2 L . ffect -
(a) immediately; or
n h dat m. ified in the notice.

(512 . . o
which would be enjoyable but for the notice.

A f the restriction notice must iven to —
: CSDi .
(b) in the case of shares or voting power held in a
rent un king M22 of a r ni D
the parent undertaking.
7) A person to whom the Bank giv restriction
. ‘ Tri
(8) Part 9 of the Act (hearings and appeals) applies

it lies to referen to the Tribunal un
the Act.
Orders for sale of shares

5J.—
T . fthe B
order the sale of shares or the disposition of voting

power in the following circumstances.
(2) The circumstances are that -
(a) a person (“P”) has taken a decision in relation to
ichPi . . B Article 2
notice; and

P i

() wi L Article 2 .

(i) before the expiry date of the assessment
period (unless the Bank has approved the
acquisition), or

(i) i . f the Bank -

Article 27(8) of CSD )
Where th rders th le of shar
" o £ voti . B
(a) if a restriction notice has been given in relation
to the shares or voting power, order that the
restriction: t ly; an
(b) make any further order.
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ARTICLE UKCSDR

DSS CSDR

GATE 2 BANK RULES

END STATE RULES

Article 27

Senior
management,
management
body and
shareholders

(4) Where the court makes an order under this
regulation, it must take into account the level of

or to continue to hold, without contravening the
CSD regulation.
If shar r Id or votin wer di f in
pursuance of an order under this regulation
ny pr I h f th le or
disposition, must be paid into court for the benefit
f th rson: neficially inter: in them;
and any such person may apply to the court for
payment of the whole or a part of the proceeds.

(6) The jurisdiction conferred by this regulation may
be exercised by the High Court or in Scotland, the
Court of Session.

Treat article 27(9) as further modified to provide that —

(a) any reference in regulation 5F to 5J to a
“recognised CSD” is a reference to a “CSD”
under Article 2(1)(1) of DSS CSDR;

(b) any reference to the CSD regulation is a reference
to DSS CSDR;

(c) any reference to the Act is a reference to
FSMA 2000;

(d) in regulation 5G(2) any reference to DSS CSDR
(in place of CSDR) as a result of paragraph (b)
above is to be treated as including a reference to
any rules made by the appropriate regulator under
regulation 7 and any technical standards modified
by the Bank of England under regulation 8,
insofar as these rules or technical standards are
on the subject matter of a provision of UK CSDR
that is disapplied by
this Schedule;

(e) any reference to “this regulation” or to any part
of regulation 5F to 5J includes a reference to the
regulations as modified under this Article 27(9).
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 28

User committee

1. A CSD shall establish user committees for
each securities settlement system it operates,
which shall be composed of representatives of
issuers and of participants in such securities
settlement systems. The advice of the user
committee shall be independent from any direct
influence by the management of the CSD.

2. A CSD shall define in a non-discriminatory way
the mandate for each established user committee,
the governance arrangements necessary to ensure
its independence and its operational procedures,
as well as the admission criteria and the election
mechanism for user committee members.
The governance arrangements shall be publicly
available and shall ensure that the user committee
reports directly to the management body and holds
regular meetings.

3. User committees shall advise the management
body on key arrangements that impact on their
members, including the criteria for accepting
issuers or participants in their respective securities
settlement systems and on service level.

4. User committees may submit a non-binding opinion
to the management body containing detailed
reasons regarding the pricing structures of
the CSD.

5. Without prejudice to the right of the competent
authority to be duly informed, the members of the
user committees shall be bound by confidentiality.
Where the chairman of a user committee
determines that a member has an actual or a
potential conflict of interest in relation to a particular
matter, that member shall not be allowed to vote on
that matter.

6. A CSD shall promptly inform the competent
authority and the user committee of any decision
in which the management body decides not to
follow the advice of the user committee. The user
committee may inform the competent authority of
any areas in which it considers that the advice of
the user committee has not been followed.
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28.1. ADSD must establish user committees for each
Securities Settlement System it operates, which
must be composed of representatives of issuers
and of participants in such Securities Settlement
Systems. The advice of the user committee must
be independent from any direct influence by the
management of the DSD.

28..2 ADSD must define in a non-discriminatory
way the mandate for each established user
committee, the governance arrangements
necessary to ensure its independence and
its operational procedures, as well as the
admission criteria and the election mechanism
for user committee members. The governance
arrangements must be publicly available and
must ensure that the user committee reports
directly to the management body and holds
regular meetings.

28.3 ADSD must ensure that the terms of reference
of the user committees provide for the user
committee to advise the management body on
key arrangements that impact on their members,
including the criteria for accepting issuers
or participants in their respective Securities
Settlement Systems and on service level.

28.4 ADSD must allow user committees to submit a
non-binding opinion to the management body
containing detailed reasons regarding the
pricing structures of the DSD.

28.5 Without prejudice to the right of the Bank to
be duly informed, the DSD must ensure that
the members of the user committees are be
bound by confidentiality. The DSD must ensure
that where the chairman of a user committee
determines that a member has an actual or
a potential conflict of interest in relation to a
particular matter, that member must not be
allowed to vote on that matter.

28.6 A DSD must promptly inform the Bank and the
user committee of any decision in which the
management body decides not to follow the
advice of the user committee. The DSD must
allow the user committee to inform the Bank of
any areas in which it considers that the advice of
the user committee has not been followed.
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 29

Record keeping

1. A CSD shall maintain, for a period of at least 10
years, all its records on the services and activities,
including on the ancillary services referred to in
Sections B and C of the Annex, so as to enable the
competent authority to monitor the compliance with
the requirements under this Regulation.

2. A CSD shall make the records referred to in
paragraph 1 available upon request to the
competent authority and any other public authority
which under the law applicable within the United
Kingdom or of any part of the United Kingdom has
a power to require access to such records for the
purpose of fulfilling their mandate.

3. The Bank of England may make regulatory
technical standards to specify the details of the
records referred to in paragraph 1to be retained for
the purpose of monitoring the compliance of CSDs
with the provisions of this Regulation.

4.The Bank of England may make implementing
technical standards to establish the format of the
records referred to in paragraph 1to be retained for
the purpose of monitoring the compliance of CSDs
with the provisions of this Regulation.

29.1 A-€Sb-shall A DSD must maintain, for a period
of at least 10-5 years, all its records on the
services and activities, including on the ancillary
services referred to in Sections B and C of the-
Annex Chapter 4, so as to enable the competent
authority Bank to monitor the compliance with
the requirements under this Regulation the DSS
CSDR and the rules.

29.2 A€SD-shall ADSD must make the records
referred to in paragraph 1 available upon request
to the competentauthority Bank and any other
public authority which under the law applicable
within the United Kingdom or of any part of the
United Kingdom has a power to require access
to such records for the purpose of fulfilling
their mandate.

29.3 The Bankof England-may make regulatory
. it s of
; . .
; ¢ o . ¢

29.1 A DSD must maintain, for a period of at least 10
years, all its records on the services and activities,
including on the ancillary services referred to in
Sections B and C of Chapter 46, so as to enable
the Bank to monitor the compliance with the
requirements under the DSS CSDR and the rules.

29.2 A DSD must make the records referred to in
paragraph 1 available upon request to the Bank
and any other public authority which under the
law applicable within the United Kingdom or of
any part of the United Kingdom has a power to
require access to such records for the purpose
of fulfilling their mandate.

Article 30

Outsourcing

1. Where a CSD outsources services or activities

to a third party, it shall remain fully responsible
for discharging all of its obligations under this
Regulation and shall comply at all times with the
following conditions:

(a) outsourcing does not result in the delegation of
its responsibility;

(b) the relationship and obligations of the CSD
towards its participants or issuers are
not altered;

(c) the conditions for the authorisation of the CSD
do not effectively change;

(d) outsourcing does not prevent the exercise
of supervisory and oversight functions,
including on-site access to acquire any relevant
information needed to fulfil those functions;

(e) outsourcing does not result in depriving the

CSD of the systems and controls necessary to
manage the risks it faces;
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30.1 Where a €SB DSD outsources services or
activities to a third party, it shalt must remain fully
responsible for discharging all of its obligations
under this Regutation the DSS CSDR and the.
rules and shall must comply at all times with the
following conditions:

(a) outsourcing does not result in the delegation of
its responsibility;

(b) the relationship and obligations of the CSD DSD
towards its participants or issuers are not altered;;

(c) the any conditions for the atthorisationof the-

€8D and permissions given in the SAN of the
DSD do not effectively change;

(d) outsourcing does not prevent the exercise of
supervisory and oversight functions, including
on-site access to acquire any relevant
information needed to fulfil those functions;

(e) outsourcing does not result in depriving the €SD
DSD of the systems and controls necessary to
manage the risks it faces;

30.1 Where a DSD outsources services or activities to
a third party, it must remain fully responsible for
discharging all of its obligations under the DSS
CSDR and the rules and must comply at all times
with the following conditions:

(a) outsourcing does not result in the delegation of
its responsibility;

(b) the relationship and obligations of the DSD
towards its participants or issuers are not
altered;

(c) any conditions and permissions given in the SAN
of the DSD do not effectively change;

(d) outsourcing does not prevent the exercise of
supervisory and oversight functions, including
on-site access to acquire any relevant
information needed to fulfil those functions;

(e) outsourcing does not result in depriving the
DSD of the systems and controls necessary to
manage the risks it faces;
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES
Article 30 (f) the CSD retains the expertise and resources (fr the €Sbretains the-expertise-and resotrces- (f) the €SD DSD retains the expertise and (e) outsourcing does not result in depriving the
i necessary for evaluating the quality of the necessary forevaluating the-quality-of the- resources necessary for evaluating the quality DSD of the systems and controls necessary to
Outsourcing services provided, the organisational and services provided, the organisational and of the services provided, the organisational and manage the risks it faces;
capital adequacy of the service provider, capitat-adeguacy-of the-service provider, capital adequacy of the service provider, for (f) the DSD retains the expertise and resources
for supervising the outsourced services forsupervising the-outsourced services supervising the outsourced services effectively necessary for evaluating the quality of the
effectively and for managing the risks associated effectively-andformanaging the risks-associated- and for managing the risks associated with the services provided, the organisational and
with the outsourcing on an ongoing basis; with-the-outsourcing-on-anongoingbasis; outsourcing on an ongoing basis; capital adequacy of the service provider,
(g) the CSD has direct access to the relevant (g)the- CSD-hasdirect-accesstotherelevant (g) the €SP DSD has direct access to the relevant for supervising the outsourced services
information of the outsourced services; information-of the-outsourced-services; information of the outsourced services; effectively and for managing the risks associated
(h) the service provider cooperates with the (h) the service provider cooperates with the: (h) the service provider cooperates with the with the outsourcing on an ongoing basis;
competent authority in connection with the competentatthority in-eonnection-with-the- competentauthority Bank in connection with the (g) the DSD has direct access to the relevant
outsourced activities; otitsourced-activities; outsourced activities; information of the outsourced services;
(i) the CSD ensures that the service provider (i) the-CSD-ensures that the-service provider- (i) the €SD DSD ensures that the service provider (h) the service provider cooperates with the Bank in
meets the standards set down by the relevant meetsthe standards setdown by theretevant meets the standards set down by the relevant connection with the outsourced activities;
data protection law which would apply if the data-protectiontaw which-would-apply-if the- data protection law which would apply if the (i) the DSD ensures that the service provider
service providers were established in the United service providers-were-establishecHnthe United- service providers were established in the meets the standards set down by the relevant
Kingdom . The CSD is responsible for ensuring Kingdom-The-€CSb-isresponsible-forenstring United Kingdom. The €SB DSD is responsible data protection law which would apply if the
that those standards are set out in a contract thatthosestandards-are-setoutinacontract for ensuring that those standards are set out in service providers were established in the United
between the parties and that those standards between-the parties-and-that those standards- a contract between the parties and that those Kingdom. The DSD is responsible for ensuring
are maintained. are-maintained: standards are maintained. that those standards are set out in a contract
2.The CSD shall define in a written agreement its 2-The CSb-shalldefinein-awritten-agreementits- 30.2 The €SD-shall DSD must define in a written between the parties and that those standards
rights and obligations and those of the service i igati i agreement its rights and obligations and those of are maintained.
provider. The outsourcing agreement shall allow the service provider. The outsourcing agreement 30.2 The DSD must define in a written agreement its
the CSD to terminate the agreement. shall allow the €SP DSD to terminate the rights and obligations and those of the service
3.ACSD and a service provider shall make s i i N i agreement. provider. The outsourcing agreement must allow
available upon request to the competent uponrequestto-the-competentauthority-all- 30.3 ACSB-and-aservice providershall ADSD the DSD to terminate the agreement.
authority all information necessary to enable i mat 1 m nd m rocure th rvi rovider 30.3 ADSD must and must procure that a service
them to assess the compliance of the the-compliance-of the-outsourced-activities with-the to the DSD make available upon request to provider to the DSD make available upon
outsourced activities with the requirements of requirements-of thisRegutation: the competentattherity Bank all information request to the Bank all information necessary to
this Regulation. 4. The outsourcing of a core service shall be subject necessary to enable them the Bank to assess enable the Bank to assess the compliance of the
4.The outsourcing of a core service shall be to authorisation under Article 19 by the competent: the compliance of the outsourced activities with outsourced activities with the requirements of
subject to authorisation under Article 19 by the s the requirements of this Regulation the DSS. the DSS CSDR and the rules.
competent authority. 5-Paragraphs +to4 shall-not apply- where 2. CSD CSDRand the rules.
5. Paragraphs 1to 4 shall not apply where a CSD B 304 %WWWM%&
outsources some of its services or authority to a public entity and where that outsourcing is 3%@%%%%““‘6%%%
a public entity and where that outsourcing is i
governed by a dedicated legal, regulatory and
operational framework which has been jointly
agreed and formalised by the public entity and
the relevant CSD and agreed by the competent
authorities on the basis of the requirements
established in this Regulation.
Article 31
Services provided Not onshored into UK CSDR
by parties other
than CSDs
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANK RULES

END STATE RULES

Article 32 1. A CSD shall have clearly defined goals and 1+-A-CSD-shalthave clearly defined-goals-and- 321AC€SDshall ADSD must have clearly defined 32.1 A DSD must have clearly defined goals and
objectives that are achievable, such as in the objectives-that-are-achievable;such-asinthe goals and objectives that are achievable, objectives that are achievable,includingaround-
Gen?r.al areas of minimum service levels, risk-management areas-of minimum-service tevels; risk-management- such-asinthe-areas-of minimum-service tevels; thelevelof serviceitaims to-provide toits
BISVISIONE expectations and business priorities. B e e e e e e e Rl users such as in the areas of minimum service
2. A CSD shall have transparent rules for the handling 2-A-CSD-shafthave transparent rulesfor the-handling- priorities: including around the level of servi levels, risk management expectations and
of complaints. ofeomplaints: it aims to provide to its users and business business priorities.
priorities. 32.2 ADSD must have transparent rules for the
32.2 ACSD-shalthave transparent rulesfor the- handling of complaints.
. ¢ ints.
Article 33 1. For each securities settlement system it operates 1Foreachsecurities settlementsystem-itoperates- 33.1 For each Securities Settlement Systems it 33.1 For each Securities Settlement System it

Requirements
for participation

a CSD shall have publicly disclosed criteria for
participation which allow fair and open access for

all legal persons that intend to become participants.

Such criteria shall be transparent, objective, and
non-discriminatory so as to ensure fair and open
access to the CSD with due regard to risks to
financial stability and the orderliness of markets.
Criteria that restrict access shall be permitted only
to the extent that their objective is to justifiably
control a specified risk for the CSD.

2.A CSD shall treat requests for access promptly by
providing a response to such requests within one
month at the latest and shall make the procedures
for treating access requests publicly available.

3.ACSD shall deny access to a participant meeting
the criteria referred to in paragraph 1only
where duly justified in writing and based on a
comprehensive risk assessment.

In the event of a refusal, the requesting participant
has the right to complain to the competent
authority of the CSD that has refused access.

The competent authority shall duly examine the
complaint by assessing the reasons for refusal
and shall provide the requesting participant with a
reasoned reply.

Where the refusal by the CSD to grant access
to the requesting participant is deemed to be
unjustified, the competent authority of the CSD
that has refused access shall issue an order
requiring that CSD to grant access to the
requesting participant.

4. A CSD shall have objective and transparent
procedures for the suspension and orderly exit
of participants that no longer meet the criteria for
participation referred to in paragraph 1.
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operates a ©SD-shall DSD must have publicty-
. G teriaf cipation.

A DSD must provide these criteria to the Bank
on request.

33.2 ACSD-shalltreatrequestsforacecesspromptly-

by providing-aresponse-to-suchrequestswithin-
one-month-atthelatestand-shaltmake the-

avaitable: [Note: left blank

33.3 ACSDshalldeny-acecessto-aparticipant
. teriaref .
ustified .

requesting-participant. [Note: left blank]

33.4 ACSD-shalthave-objective-and-transparent-
: A .
‘ L teria f
S : . _
Note: left blank’

operates a DSD must have defined publicly
disclosed criteria for participation. ABSD-must

which allow fair and open access for all legal
ns that inten: m rticipants.
Such criteria shall be transparent, objective,
nd non-discrimin re fair an
open access to the DSD with due regard to
risk financial ility and the orderlin f
markets. Criteria that restrict access shall be

to justifiably control a specified risk for the DSD.
33.2 [Note-teftbtank] ADSD must tr
access promptly by providing a response to
such requests within one month at the latest and
must make the procedures for treating access
r it licly available.
33.3 [Note:feft blank} ADSD must deny access to.
a participant meeting the criteria referred to in
ustified -
and based on a comprehensive risk assessment.
334 [Note-leftblankl A DSD must have jectiv

and transparent procedures for the suspension
nd orderly exit of participants that no lon

meet the criteria for participation referred to in
paragraph 1.
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANK RULES

END STATE RULES

Article 33

Requirements
for participation

5. The Bank of England may make regulatory
technical standards to specify the risks to be
taken into account by CSDs when carrying out
a comprehensive risk assessment, and by the
competent authority when assessing the reasons
for refusal in accordance with paragraph 3 and
the elements of the procedure referred to in
paragraph 3.

6. The Bank of England may make implementing
technical standards to establish standard forms
and templates for the procedure referred to in
paragraph 3.

33.5 The Bankof England-may make regutatory
. i .
. osE .
. .
‘ ‘ . .

referred-to-inparagraph-3: [Note: left blank]
33.6 The Bankof England-may make-implementing-
. . ‘
and-templates-for the procedure referred-toin-
paragraph-3: [Note: left blank

33.5 [Note: left blank]
33.6 [Note: left blank]

Article 34

Transparency

e

. For each securities settlement system it operates,
as well as for each of the other core services it
performs, a CSD shall publicly disclose the prices
and fees associated with the core services listed
in Section A of the Annex that they provide. It shall
disclose the prices and fees of each service and
function provided separately, including discounts
and rebates and the conditions to benefit from
those reductions. It shall allow its clients separate
access to the specific services provided.

2.A CSD shall publish its price list so as to facilitate
the comparison of offers and to allow clients to
anticipate the price they shall have to pay for the
use of services.

3.ACSD shall be bound by its published pricing
policy for its core services.

4. A CSD shall provide its clients with information
that allows reconciling invoices with the published
price lists.

5. A CSD shall disclose to all clients information that
allows them to assess the risks associated with the
services provided.

6.A CSD shall account separately for costs
and revenues of the core services provided
and shall disclose that information to the
competent authority.

7.A CSD shall account for the cost and revenue of
the ancillary services provided as a whole and shall
disclose that information to the competent authority.
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341 For h riti lemen
operates, as well as for each of the other core
rvi i rform: DSDm licl
disclose the prices and fees associated with
h r rvi li in ion A of Ch r
6 that it provides. It must disclose the prices
nd f f h servi nd function provi
separately, including discounts and rebates and
o fit ;
It must allow its clients separate access to the
i . ;
34.2 A DSD must publish its price list so as to facilitate
the comparison of offers and to allow clients to

anticipate the price they shall have to pay for the
f servi

34.3 ADSD must be bound by its published pricing
policy for its core services.

344 ADSE o ith inf :

that allows reconciling invoices with the
34.5 A DSD must disclose to all clients information

hat allows them he risk: i
34.6 A DSD must account separately for costs and

‘ ) ;

iscl that information to the Bank.

34.7 ADSD must account for the cost and revenue of

the ancillary services provided as a whole and
: inf . B
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ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 34

Transparency

8.1n order to ensure effective application of United
Kingdom competition rules and enable the
identification, inter alia, of cross-subsidisation of
ancillary services by core services, a CSD shall
maintain analytical accounting for its activities.
Such analytical accounts shall at least separate the
costs and revenues associated with each of
its core services from those associated with
ancillary services.

34.8 In order to ensure effective application of United

Kingdom competition rules and enable the
identification, inter alia, of cross-subsidisation of
ancillary services by core services, a DSD must
maintain analytical accounting for its activities.
Such analytical accounts must at least separate
th ts and reven iated with h

of its core services from those associated with
ancillary services.

Article 35

Communication
procedures with
participants and
other market
infrastructures

CSDs shall use in their communication procedures
with participants of the securities settlement systems
they operate, and with the market infrastructures
they interface with international open communication
procedures and standards for messaging and
reference data in order to facilitate efficient recording,
payment and settlement.

35.1 A DSD must use in its communication procedures

with participants of the Securities Settlement
Systems they operate, and with the market
infrastructures they interface with international
open communication procedures and
standards for messaging and reference data
in order to facilitate efficient recording,
payment and settlement.

Article 36

General
provisions

For each securities settlement system it operates a
CSD shall have appropriate rules and procedures,
including robust accounting practices and controls,
to help ensure the integrity of securities issues,

and reduce and manage the risks associated with the
safekeeping and settlement of transactions

in securities.

36.1 For each securities settlement system it operates

a €Sb-shall DSD must have appropriate rules
and procedures, including robust accounting
practices and controls, to help ensure the
integrity of securities issues, and reduce

and manage the risks associated with the
safekeeping and settlement of transactions
in securities.

36.1 For each Securities Settlement System it

operates a DSD must have appropriate rules
and procedures, including robust accounting
practices and controls, to help ensure the
integrity of securities issues, and reduce

and manage the risks associated with the
safekeeping and settlement of transactions
in securities.

Article 37

Integrity of
the issue

1. A CSD shall take appropriate reconciliation
measures to verify that the number of securities
making up a securities issue or part of a securities
issue submitted to the CSD is equal to the sum of
securities recorded on the securities accounts
of the participants of the securities settlement
system operated by the CSD and, where relevant,
on owner accounts maintained by the CSD.

Such reconciliation measures shall be conducted
at least daily.

2.Where appropriate and if other entities are involved
in the reconciliation process for a certain securities
issue, such as the issuer, registrars, issuance
agents, transfer agents, common depositories,
other CSDs, third-country CSDs or other entities,
the CSD and any such entities shall organise
adequate cooperation and information exchange
measures with each other so that the integrity of
the issue is maintained.
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371A €SD-shall DSD must take appropriate

reconciliation measures to verify that the number of
securities making up a securities issue or part of a
securities issue submitted to the €SD DSD is equal
to the sum of securities recorded on the securities
accounts of the participants of the Securities
Settlement System operated by the €SB DSD andt
or, where relevant, on owner accounts maintained
by the €SB DSD, including those held at other
CSDs for the purposes of immobilising assets held
inother k-entry forms or forms of recording of
securities using developing technology.

Such reconciliation measures shall be conducted
at least daily.

37.2 Where appropriate and if other entities are

involved in the reconciliation process for a
certain securities issue, such as the issuer,
registrars, issuance agents, transfer agents,
common depositories, other CSDs, third-country
CSDs or other entities, the €SP DSD and-any-
such-entities shall must organise adequate
cooperation and information exchange
measures with-each-other between itself and
any such entities so that the integrity of the issue

is maintained.

371 A DSD must take appropriate reconciliation

measures to verify that the number of securities
making up a securities issue or part of a securities
issue submitted to the DSD is equal to the sum of
securities recorded on the securities accounts

of the participants of the Securities Settlement
System operated by the DSD or, where relevant,
on owner accounts maintained by the DSD,
including those held at other CSDs for the
purposes of immobilising assets held in other
book-entry forms or forms of recording

of securities using developing technology.

Such reconciliation measures must be conducted
at least daily.

37.2 Where appropriate and if other entities are

involved in the reconciliation process for a
certain securities issue, such as the issuer,
registrars, issuance agents, transfer agents,
common depositories, other CSDs, third-country
CSDs or other entities, the DSD must organise
adequate cooperation and information exchange
measures between itself and any such entities so
that the integrity of the issue is maintained.
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES
Article 37 3. Securities overdrafts, debit balances or securities 3-Securities-overdrafts, debitbalancesorsecurities 37.3 Where a DSD rat riti ttlement
Integrity of creation shall not be allowed in a securities : : ities SL‘—st.em it must not allov.v.securitiets overdrafts, 37.3 Where a DSD operates a Securities Settlement
theissue settlement system operated by a CSD. ) ) : debit balan<.:es or sec.L!rmes creation shallnot System, it must not allow securities overdrafts,
4.The Bank of England may make regulatory 4-The Bankof Englanctmay make regutatory e > debit balances or securities creation within that
technical standards to specify the reconciliation technical standards to specify the reconciliation operatectby & 6SD: within that Securities Securities Settlement System.
measures a CSD is to take under paragraphs meastires a CSB-stotake tnderparagraphs- Settlement System.
1,2and 3. 2and-3: 37.4 The Bankof England- may make regtiatory-
. i e
meastres-a-CSDistotake underparagraphs-
2and3:
Article 38 1. For each securities settlement system it operates, tForeachsecurities setttement system-itoperates, 38.1 For each Securities Settlement System (19) it 381 For each Securities Settlement System it
) a CSD shall keep records and accounts that shall operates, a €SB DSD shall keep records and operates, a DSD must keep records and
Protef:t.mn of enable it, at any time and without delay, to segregate accounts that shaltmust enable it, at any time and accounts that must enable it, at any time and
sectfrl_tles of in the accounts with the CSD, the securities of without delay, to segregate in the accounts with without delay, to segregate in the accounts with
(PSP a participant from those of any other participant and, the €SB DSD, the securities of a participant from the DSD, the securities of a participant from
and_ thc_ase & if applicable, from the CSD’s own assets. those of any other participant and, if applicable, those of any other participant and, if applicable,
thelir clients from the DSD’s own assets.

2.A CSD shall keep records and accounts that enable
any participant to segregate the securities of the
participant from those of the participant’s clients.

3.A CSD shall keep records and accounts that enable
any participant to hold in one securities account
the securities that belong to different clients of that
participant (‘omnibus client segregation’)

4.A CSD shall keep records and accounts that enable
a participant to segregate the securities of any of
the participant’s clients, if and as required by the
participant (‘individual client segregation’).

5. A participant shall offer its clients at least the choice
between omnibus client segregation and individual
client segregation and inform them of the costs and
risks associated with each option.

6. CSDs and their participants shall publicly disclose
the levels of protection and the costs associated
with the different levels of segregation that
they provide and shall offer those services on
reasonable commercial terms. Details of the
different levels of segregation shall include a
description of the main legal implications of
the respective levels of segregation offered,
including information on the insolvency law
applicable in the relevant jurisdictions.
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from the €SB DSD’s own assets.

38.2 A €Sb-shall DSD must keep records and
accounts that enable any participant to
segregate the securities of the participant from
those of the participant’s clients.

38.3 ACSDshaltDSD must keep records and
accounts that enable any participant to hold in
one securities account the securities that belong
to different clients of that participant (‘omnibus
client segregation’).

38.4 A CSD-shall DSD must keep records and
accounts that enable a participant to segregate
the securities of any of the participant’s clients,
if and as required by the participant (‘individual
client segregation’).

38.2 ADSD must keep records and accounts
that enable any participant to segregate the
securities of the participant from those of the
participant’s clients.

38.3 ADSD must keep records and accounts that
enable any participant to hold in one securities
account the securities that belong to different
clients of that participant (‘omnibus client
segregation’).

38.4 ADSD must keep records and accounts that
enable a participant to segregate the securities
of any of the participant’s clients, if and as
required by the participant (‘individual client
segregation’).

38.5 [Note-leftblank] A DSD must take all reasonable
- ffers |
clients at least the choice between omnibus
segregation and inform them of the costs and
38.6 [Note-leftblank] A DSD must, and must
ke all r nabl nsure that i
participants, publicly disclose the levels of
r ion and th i with th
different levels of segregation that they provide
ndm ffer th rvi n r nabl
commercial terms. Details of the different levels
f r ion must incl ription of th
main legal implications of the respective levels
f r ion offered, including information
on the insolvency law applicable in the relevant
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES
Al’ti cl e 3 8 7.A CSD shall not use for any purpose securities 7-A-€CSD-shaltnotuse-forany ptrposesecurities- 38.7 A €Sb-shall DSD must not use for any purpose 38.7 ADSD must not use for any purpose securities
that do not belong to it. A CSD may however use that do-notbelong toit- A CSD-mayhowevertse- securities that do not belong to it. A €SB DSD that do not belong to it. ADSD may however use
P"Ote?t_h“ of securities of a participant where it has obtained that sectirities of aparticipant where it hasobtained that may however use securities of a participant securities of a participant where it has obtained
BB of participant’s prior express consent. The CSD shall participant’spriorexpress-consent-The-CSB-shal- where it has obtained that participant’s prior that participant’s prior express consent.
participants require its participants to obtain any necessary prior require-its-participants to-obtain-any necessary prior express consent. The €SD-shall DSD must The DSD must require its participants to obtain
and those of consent from their clients. eonsentfrom theirelients: require its participants to obtain any necessary any necessary prior consent from their clients.
their clients prior consent from their clients.
Al’tiClG 39 1. ACSD shall ensure that the securities settlement 1+-A€CSD-shaltensure that the securities settlement 391A €Sb-shalt DSD must ensure that the Securities 391 ADSD must ensure that any Securities
system it operates offers adequate protection ity i Settlement System it operates offers adequate Settlement System it operates offers adequate
Settlement to participants. The competent authority shall ici : i protection to participants. The competent protection to participants. Any Securities
finality designate-and-notify the securities settlement authority shall designate and notify the securities lemen m r DSDm

designate and notify the securities settlement
systems operated by CSDs according to the
procedures referred to in regulation 4 of

the Financial Markets and Insolvency
(Settlement Finality) Regulations 1999.

2. A CSD shall ensure that each securities settlement
system that it operates defines the moments of
entry and of irrevocability of transfer orders in
that securities settlement system in accordance
with regulation 20 of, and paragraph 5 of the
Schedule to, the Financial Markets and Insolvency
(Settlement Finality) Regulations 1999.

3.ACSD shall disclose the rules governing the finality
of transfers of securities and cash in a securities
settlement system.

4. Paragraphs 2 and 3 shall apply without prejudice to
the provisions applicable to CSD links, and without
prejudice to paragraph 8 of Article 48.

5. A CSD shall take all reasonable steps to ensure
that, in accordance with the rules referred to in
paragraph 3, finality of transfers of securities and
cash referred to in paragraph 3 is achieved either
in real time or intra-day and in any case no later
than by the end of the business day of the actual
settlement date.

6. Where the CSD offers the services referred to in
Article 40(2), it shall ensure that the cash proceeds
of securities settlements shall be available for
recipients to use no later than by the end of the
business day of the intended settlement date.

7. All securities transactions against cash between
direct participants in a securities settlement system
operated by a CSD and settled in that securities
settlement system shall be settled on a DVP basis.

settlement systems-operated-by- CSDs-according
‘ . . ¢
Fi ial M -
Finality) R . 999,

39.2 A €SB-shalt DSD must ensure that each
Securities Settlement System that it
operates defines the moments of entry and
of irrevocability of transfer orders in that
Securities Settlement System irn-accordance-

. ion20-of 5 of
- the Fi 8l M
S Finali
Regulations1999:

39.3 A €SP -shall DSD must disclose the rules
governing the finality of transfers of securities
and cash in a Securities Settlement System
it operates.

394 Paragraphs 2 and 3 shall apply without prejudice
to the provisions applicable to €SP DSD links,
and without prejudice to paragraph 8 of Article 48.

39.5 A €5D-shall DSD must take all reasonable steps
to ensure that, in accordance with the rules
referred to in paragraph 3, finality of transfers of
securities and cash referred to in paragraph 3
is achieved either in real time or intra-day and in
any case no later than by the end of the business
day of the actual settlement date.

39.6 Where the €SD DSD offers the services referred
to in Article 40(2)40.2, it shall must ensure that
the cash proceeds of securities settlements shatll
be are available for recipients to use no later than
by the end of the business day of the intended
settlement date.

39.7 All securities transactions against cash between
direct participants in a Securities Settlement
System operated by a €SB DSD and settled in
that Securities Settlement System shalt must be
settled on a DVP basis.

designated under regulation 4 of the Financial
Mark nd Insolven lement Finali
Regulations 1999.

39.2 A DSD must ensure that each Securities
Settlement System that it operates defines the
moments of entry and of irrevocability of transfer
orders in that Securities Settlement System in.

rdance with regulation 20 of, an ragraph
5 of the Schedule to, the Financial Markets
nd Insolven lement Finali

Regulations 1999.

39.3 ADSD must disclose the rules governing the
finality of transfers of securities and cash in any
Securities Settlement System it operates.

39.4 Paragraphs 2 and 3 apply without prejudice
to the provisions applicable to DSD links, and
without prejudice to paragraph 8 of Article 48.

39.5 ADSD must take all reasonable steps to ensure
that, in accordance with the rules referred to in
paragraph 3, finality of transfers of securities
and cash referred to in paragraph 3 is achieved
either in real time or intra-day and in any case no
later than by the end of the business day of the
actual settlement date.

39.6 Where the DSD offers the services referred
toin Article 40.2, it must ensure that the cash
proceeds of securities settlements are available
for recipients to use no later than by the
end of the business day of the intended
settlement date.

39.7 All securities transactions against cash between
direct participants in a Securities Settlement
System operated by a DSD and settled in that
Securities Settlement System must be settled on
aDVP basis.
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UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 40

Cash settlement

1. For transactions denominated in the currency of
the country where the settlement takes place, a
CSD shall settle the cash payments of its securities
settlement system through accounts opened with a
central bank of issue of the relevant currency where
practical and available.

2.Where it is not practical and available to settle in
central bank accounts as provided in paragraph
1,a CSD may offer to settle the cash payments
for all or part of its securities settlement systems
through accounts opened with a credit institution or
through its own accounts. If a CSD offers to settle in
accounts opened with a credit institution or through
its own accounts, it shall do so in accordance with
the provisions of Title IV.

3.A CSD shall ensure that any information provided
to market participants about the risks and costs
associated with settlement in the accounts of credit
institutions or through its own accounts is clear,
fair and not misleading. A CSD shall make available
sufficient information to clients or potential clients
to allow them to identify and evaluate the risks and
costs associated with settlement in the accounts of
credit institutions or through its own accounts and
shall provide such information on request.

" . ) . ¢
the-country where the settlement takes-place;

401 For transactions denominated in the currency of
the country where the settlement takes place,
a €SP -shalt DSD must settle the cash payments
of its a Securities Settlement System it operates
through accounts opened with a central bank of
issue of the relevant currency where practical
and available.

40.2 Where it is not practical and available to
settle in central bank accounts as provided-in-
paragraph1, a €SB DSD may offer to settle the
cash payments for all or part of its securities
settlement systems through accounts opened
with a credit institution or through its own-
accotnts: with permission to accept deposits
under Part 4A of FSMA 2000, or through its
own accounts. If a €SB DSD offers to settle
in accounts opened with a credit institution
or through its own accounts, it shall do so
in accordance with the provisions of Fitle 1Y/
Articles 54 to 60.

40.3 A CSP-shall DSD must ensure that any
information provided to market participants
about the risks and costs associated with
settlement in the accounts of credit institutions
or through its own accounts is clear, fair and not
misleading. A €SB DSD shall make available
sufficient information to clients or potential
clients to allow them to identify and evaluate
the risks and costs associated with settlement
in the accounts of credit institutions or through
its own accounts and shall must provide such
information on request.

401 For transactions denominated in the currency of
the country where the settlement takes place,
a DSD must settle the cash payments of a
Securities Settlement System it operates through
accounts opened with a central bank of issue of
the relevant currency, where practical
and available.

40.2 401 Where it is not practical and available to
settle in central bank accounts as provided
in paragraph 1, a DSD may offer to settle the
cash payments for all or part of any Securities
Settlement Systems it operates through
accounts opened with a credit institution with
permission to accept deposits under Part 4A of
FSMA 2000, or through its own accounts. If a
DSD offers to settle in accounts opened with a
credit institution or through its own accounts,
it must do so in accordance with the provisions
of Articles 54 to 60.

40.3 ADSD must ensure that any information
provided to market participants about the risks
and costs associated with settlement in the
accounts of credit institutions or through its own
accounts is clear, fair and not misleading.

A DSD must make available sufficient
information to clients or potential clients to allow
them to identify and evaluate the risks and costs
associated with settlement in the accounts of
credit institutions or through its own accounts
and must provide such information on request.

Article 41

Participant
default rules and
procedures

-

. For each securities settlement system it operates,
a CSD shall have effective and clearly defined rules
and procedures to manage the default of one or
more of its participants ensuring that the CSD can
take timely action to contain losses and liquidity
pressures and continue to meet its obligations.

2. A CSD shall make its default rules and relevant
procedures available to the public.

3. ACSD shall undertake with its participants and
other relevant stakeholders periodic testing and
review of its default procedures to ensure that they
are practical and effective.

411 For each Securities Settlement System it
operates, a ©SD-shall DSD must have effective
and clearly defined rules and procedures
to manage the default of one or more of its
participants ensuring that the-CSD-can-take timely

41.2 A€Sb-shaltmake its defauit rules-andrelevant

41.3 A-CSD-shaltundertake-with-its-participants-and-

. ( ‘
. fective.

411 For each Securities Settlement System it
operates, a DSD must have effective and clearly
defined rules and procedures to manage the
default of one or more of its participants ensuring
that the DSD can take timely action to contain
meet its obligations.

41.2 ADSD must make i fault rul
procedures available to the public.

413 ADSDm rtake with it rtici

review of its default procedures to ensure that
. ffecti

nd relevan
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Article 42 A CSD shall adopt a sound risk-management A-€SD-shaltadoptasetndrisk-management- 421 A €5b-shall DSD must adopt a sound 421 A DSD must adopt a sound risk-management
framework for comprehensively managing legal, frameworkforeomprehensively managinglegal; risk-management framework for comprehensively framework for comprehensively managing legal,
Gene.ral business, operational and other direct or indirect risks, business;operationaland-other directorindirectrisks; managing legal, business, operational and other business, operational and other direct or indirect
requirment including measures to mitigate fraud and negligence. including measures to mitigate fraud and negligence. direct or indirect risks, including measures to risks, including measures to mitigate fraud
mitigate fraud and negligence. and negligence.
Al’tiClG 43 1. For the purpose of its authorisation and supervision, 1-Forthepurpose-ofits-authorisation-and-supervision; 431 For the purpose of its atithorisation SAN and 431 For the purpose of its SAN and supervision,
) as well as for the information of its clients,a CSD asweltasfortheinformation-of itsclients;a €SB- supervision, as well as for the information of as well as for the information of its clients,
Legal risks shall have rules, procedures, and contracts that its clients, a ©SP-shall DSD must have rules, a DSD must have rules, procedures,
are clear and understandable for all the securities procedures, and contracts that are clear and and contracts that are clear and understandable
settlement systems that it operates and all other understandable for all the Securities Settlement for all the Securities Settlement Systems that it
services that it provides. services thatitprovides: Systems that it operates and all other services operates and all other services that it provides.
2.ACSD shall design its rules, procedures and 2.A-CSD shall designits rules; procedures-and- that it provides. 43.2 ADSD must design its rules, procedures and
contracts so that they are enforceable in all relevant contracts so that they are-enforceable inaltrelevant 43.2 AE€Sb-shait DSD must design its rules, contracts so that they are enforceable in all
jurisdictions, including in the case of the default of jurisdlictions;includinginthe-case-of the-defaultof procedures and contracts so that they are relevant jurisdictions, including in the case of
a participant. aparticipant. enforceable in all relevant jurisdictions, including the default of a participant.
3.ACSD conducting business in different 3.ACSD conducting business in different in the case of the default of a participant. 43.3 ADSD conducting business in different
jurisdictions shall take all reasonable steps jurisclictions-shall-take-allreasonable-stepsto- 43.3 A €SD DSD conducting business in different jurisdictions must take all reasonable steps
to identify and mitigate the risks arising from identify-and-mitigate the risks-arising-from-potentiat- jurisdictions shall must take all reasonable steps to identify and mitigate the risks arising from
potential conflicts of law across jurisdictions. confliets-of taw-acrossijurisdictions: to identify and mitigate the risks arising from potential conflicts of law across jurisdictions.
potential conflicts of law across jurisdictions.
Article 44 A CSD shall have robust management and control A-€SD-shalthave robustmanagementand-controt- 441 A CSD-shall DSD must have robtist appropriate 441 A DSD must have appropriate robust
systems as well as IT tools in order to identify, systems-as-wellasiTtoolsin-orderto-identify; management and control systems as well as IT management and control systems as well as IT
Gen.eral ) monitor and manage general business risks, i i i i tools in order to identify, monitor and manage tools in order to identify, monitor and manage
business risk including losses from poor execution of business lossesfrompoorexecution-of business-strategy; general business risks; includinglosses frompoor general business risks, including losses from poor
strategy, cash flows and operating expenses. cash-flows-and-operating-expenses: execution-of business-strategy, cash-flows-and- execution of business strategy, cash flows and
operating-expenses. operating expenses.
Article 45 1. A CSD shall identify sources of operational risk, 1-A-€SD-shallidentify soturces-of operationatrisk; 451 A €SB -shatt DSD must identify sources of 451 A DSD must identify sources of operational risk,
) both internal and external, and minimise their i it i operational risk, both internal and external, both internal and external, and minimise their
g::;atlonal impact through the deployment of appropriate IT and minimise their impact through the 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 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.
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deployment of appropriate IT tools, controls
and procedures, including for all the Securities
Settlement Systems it operates.

robust IT and cyber resilience frameworks as
to the Bank).

tools, controls and procedures, including for all
the Securities Settlement Systems it operates.

45.2 A DSD must maintain sufficiently robustiTand-
riate IT tools that ensure a high r
of security and operational reliability, and have
i ity. IT tools m tel |
with the complexity, variety and type of services
and activities performed so as to ensure high
standards of security, and the integrity and
confidentiality of the information maintained.
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES
Article 45 4.The plan referred to in paragraph 3 shall provide 4. i a i . intai
for the recovery of all transactions and participants’ fortherecoveryof alltransactions-and-participants- securities settlement system-thatitoperates; respond-and-recoverfrom-events-thatpose-
(?perational positions at the time of disruption to allow the e e e e e e e ekt e e e e e e e s s e e e e s e
risks participants of a CSD to continue to operate participants of a CSD to continue to operate adequate business continuity policy and disaster including those stemming from the use of or
with certainty and to complete settlement on the with-eertainty-and-to-complete setttementon-the- recovery plan-to-ensure- the-preservation-ofits- forms-of recording-securities-tusing-developing-
scheduled date, including by ensuring that critical IT scheduled-dateincluding-by-ensuring-thateriticaHT services; the timelyrecoveryof operations-and- technology-Thisshouldinclude-abusiness-

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
paragraphs1to 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 the competent authority with
information on any such risk identified.

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

7. The Bank of England may make regulatory technical
standards to specify the operational risks referred
toin paragraphs 1and 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.

disrupting-operations: ADSD m maintain
controls to prevent, respond and recover from
events that pose a significant risk of disrupting
its operations, including those stemming from
the use of or forms of recording securities using

developing technology. This should include a
in ntinuity and disaster recovery plan.

45.4 The ADSD must ensure that the business
continuity policy and disaster recovery 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 €SB DSD 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.

45.6 A ©SD-shall DSD must 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
the competent authority with information on any
such risk identified. It shattmust also inform the
competentauthority Bank without delay of any

operational incidents resulting from such risks.

457 The Bankof Englandmay makeregutatory-

services that it provides as well as for each

riti ttlement tem that it rat
DSD must establish, implement and maintain an

t in ntinuit li nd disaster

recovery plan to ensure the preservation of its
services, the timely recovery of operations and
the fulfilment of the DSD’s obligations in the
case of events that pose a significant risk of
disrupting operations.

45.4 “Fhe A DSD must ensure that the business
continuity policy and disaster recovery plan
referred to in paragraph 3 shallprovide
provides for the recovery of all transactions
and participants’ positions at the time of
disruption to allow the participants of a €SD
DSD 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. H—S—haﬂ—iﬁehde{-he—se%ﬂﬁg—up—e’f—&

45.5 451 A DSD must ensure that the business-
contintity-policy-and-disasterrecovery plan
referred to in paragraph 3 provides for the
recovery of all transactions and participants’
positions at the time of disruption to allow
the participants of a DSD 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 must include the setting-up of a second
processing site with sufficient resources,
capabilities and functionalities and appropriate
staffing arrangements.

45,6 A DSD must identify, monitor and manage the
risks that key participants in any Securities
Settlement Systems it operates, as well as
service and utility providers, and other DSDs or
other market infrastructures might pose to its
operations. It must, upon request, provide the
Bank with information on any such risk identified.
It must also inform the Bank without delay of any
operational incidents resulting from such risks.
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Article 46 1. A CSD must hold its financial assets at any one or 1A CSD-mustholdts financialassets-atanyoneor
more of the following kinds of institution: more-of the followingkinds-of institution:
Investment
St (a) central banks; (aycentratbanks;
(b) credit institutions with permission to accept (b)ereditinstitutions-with-permissionto-aceept
deposits under Part 4A of FSMA; deposits-underPart4A-of FSMA;
(c) CSDs and third-country CSDs recognised by the (c)-CSbs-and third-cotintry €SDsrecognised-by the
competent authority; competentauthority;
(d) third-country financial institutions that are i
subject to and comply with asset protection and y-with-as A
prudential rules considered by the competent prudentiatrules-considered-by the- competent
authority to be at least as stringent as those atthority to-be-atieastasstringentasthose-
laid down in Directive 2013/36/EU UK law, laid-down-in-Directive 2013/36/EU-UKtaw;
Regulation (EU) No. 575/2013 and CRR rules, Regutation{EU)}No-575/2013-and-CRRrules,
and which the CSD assesses as having — and-which-the-CSD-assesses-as-having—
(i) robust accounting practices; (ifrobustacecountingpractices;
(ii) safekeeping procedures; (i} safekeepingprocedtres;
(iii) internal controls which ensure the full (iiiyinternal-controls-which-ensure-the-full
protection of those financial assets; and protection-of those financiatassets;and
(iv) low credit risk based upon an internal (ivHow-eredit riskbased-upon-aninternal-
assessment by the CSD; or assessment by the CSD;or
(e) third-country CSDs which comply with asset {e)third-country CSBs-which-comply-with-asset
protection rules considered by the competent protectionrules-considered-by the-competent
authority to be at least as stringent as those atthority tobe-atieastas stringentasthose-
laid down in this Regulation, and which the CSD laid-down-in-this-Regulation;and-which-the- CSD-
assesses as having - assesses-ashaving—
(i) robust accounting practices; (ifrobustaccountingpractices;
(ii) safekeeping procedures; and (i} safekeeping procedures;and
(i) internal controls which ensure the full tiiHinternatcontrols- which-ensure the fult
protection of those financial assets. protection-of those financial-assets:
2. A CSD shall have prompt access to its assets, 2-ACSD-shalthave promptaccesstoitsassets,
where required. wherereguired:
3.ACSD shall invest its financial resources only in 3-ACSb-shaltinvestitsfinanciatresotrees-only-in-
cash orin highly liquid financial instruments with cashorinhighty liquicHinanciatinstruments-with-

minimal market and credit risk. Those investments minimatmarketand-ereditrisk-Thoseinvestments-
shall be capable of being liquidated rapidly with i
minimal adverse price effect.
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461 A €Sb DSD must hold its financial assets at any

one or more of the following kinds of institution:
(a) central banks;
(ba) other DSDs

(b) credit institutions with permission to accept
deposits under Part 4A of FSMA;

(c) CSDs authorised in accordance with CSDR
and third-country CSDs recognised by the-
competentatithority under CSDR;

(d) third-country financial institutions that are
subject to and comply with asset protection and

prudential rules considered by the competent
atthority to be which are at least as stringent as

those laid down in Directive 2013/36/EU UK law,

Regulation (EU) No. 575/2013 and CRR rules,
and which the €SP DSD assesses as having —

(i) robust accounting practices;
(ii) safekeeping procedures;

(i) internal controls which ensure the full
protection of those financial assets; and

(iv) low credit risk based upon an internal
assessment by the CSD; or

(e) third-country CSDs which comply with asset

protection rules considered by the competent
authority to-be at least as stringent as those laid
down in this-Regulation the DSS CSDR and the
rules, and which the €SB DSD assesses

as having

(i) robust accounting practices;
(ii) safekeeping procedures; and

(i) internal controls which ensure the full
protection of those financial assets.

46.2 A €SD-shalt DSD must have prompt access to its

assets, where required.

46.3 A €SBb-shatt DSD must invest its financial

resources only that are held in respect of

ivities referr in regulation
or ancillary activities in regulation 3(6), of the
DSS Regulations, 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.

461 A DSD must hold its financial assets at any one or
more of the following kinds of institution:

(a) central banks;
(ba) other DSDs

(b) credit institutions with permission to accept
deposits under Part 4A of FSMA 2000;

(c) CSDs authorised in accordance with CSDR and
third-country CSDs recognised under CSDR;

(d) third-country financial institutions that are
subject to and comply with asset protection and
prudential rules which are at least as stringent
as those laid down in Directive 2013/36/EU
UK law, Regulation (EU) No. 575/2013 and CRR
rules, and which the DSD assesses as having —

(i) robust accounting practices;
(ii) safekeeping procedures;

(iii) internal controls which ensure the full
protection of those financial assets; and

(iv) low credit risk based upon an internal assessment
by the DSD; or

(e) third-country CSDs which comply with asset
protection rules at least as stringent as those
laid down in the DSS CSDR and the rules, and
which the DSD assesses as having —

(i) robust accounting practices;
(i) safekeeping procedures; and

(iii) internal controls which ensure the full
protection of those financial assets.

46.2 A DSD must have prompt access to its assets,
where required.

46.3 A DSD must invest its financial resources that-
. ” L ‘

. ion 3(5)b). . .
only in cash or in highly liquid financial
instruments with minimal market and credit risk.
Those investments must be capable of being
liquidated rapidly with minimal adverse
price effect.
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Article 46 4.The amount of capital, including retained earnings 46.4 For the purposes of Article 47.1,a DSD must
and reserves of a CSD which are not invested in not take into account the amount of its capital,
Inv?stment accordance with paragraph 3 shall not be taken including retained earnings and reserves which
policy into account for the purposes of Article 47(1). are not invested in accordance with paragraph 3.
5.ACSD shall ensure that its overall risk exposure 5-A-€SB-shaltensure thatits-overaltrisk expostire- Article 47(1). For the purposes of Article 47, a 46.5 ADSD must ensure that its overall risk exposure
to any individual institution of a kind referred to-anyindividuatnstitution-of a-kind-referred- DSD must not take into account the amount to any individual institution of a kind referred to
to in paragraphs 1(b) to 1(e) with which it holds R e e e T e mﬁmal,mmmgmmmmm in subparagraphs 1(ba) to 1(e) with which it holds
its financial assets remains within acceptable b e e e e e e w its financial assets remains within acceptable
concentration limits. SEAs s A with paragraph. concentration limits
6. The Bank of England may make regulatory 6. The Bank of England may make regulatory 46.5 A CSD shall DSD must ensure that its overall
technical standards specifying the financial technical standards specifying the financial- risk exposure to any individual institution of
instruments that can be considered to be highly instruments that canbe-considered-to-be-highty- akind referred to in paragraphs b} tote)
liquid with minimal market and credit risk as referred figuiiehwith minimat market anct credit risk as referred subparagraphs (ba) to i(e) with which it holds
to in paragraph 3, the appropriate timeframe for toin paragraph 3, the appropriate timeframe for its financial assets remains within acceptable
access to assets referred to in paragraph 2 and access to-assetsreferred toinparagraph2-and- concentration limits.
the concentration limits as referred to in paragraph tonimi i
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.
Article 47 1. Capital, together with retained earnings and 1-Capital; togetherwithretained-earnings-and- 471ADSD must ensure that its capital, together 471 A DSD must ensure that its capital, together
i reserves of a CSD, shall be proportional to the risks reserves-of aCSD;shallbe proportional-to-therisks- with retained earnings and reservesof a €Sb;- with retained earnings and reserves, is are
Capital stemming from the activities of the CSD. It shall be stemmingfrom-the-activities-of the CSD-t-shattbe- shattbe is proportional to the risks stemming from proportional to the risks stemming from the

requirements 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.
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the activities of the €SD DSD. It shall must be at
all times sufficientto the greatest of the following:
(a) An amount sufficient to ensure that the
€Sb DSD is adequately protected against
operational, legal, custody, investment and
business risks so that the €SB DSD can
continue to provide services as a going
concern; and
fhici
winding-down or restructuring of the DSD’s
at least six months under a range of stress

scenarios.
Or

(b) enstre-an-orderly-winding-down-or-
. ¢ 5SD:
. . ¢ .
underarange-of stress-scenarios: an amount
t least | to the DSD'’s total rational

expenditure for nine months

activities of the DSD. It must be at all times
¢ ‘ . fhici :

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

tici
. . ¢ the DSD’
L . . ¢
atleastsixmonthsunderarangeof stress-
seenarios:
Or

(b) an-amountatleast equattothe DSD'stotal
. . for i ]
ensure an orderly winding-down or restructuring
f the DSD’ viti ver an riate tim
span of at least six months under a range of
stress scenarios.

aoshearman.com



ARTICLE

UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 47

Capital
requirements

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. The Bank of England may make regulatory
technical standards specifying requirements
regarding the capital, retained earnings and
reserves of a CSD referred to in paragraph 1.

47.2 A €Sb-shall DSD must 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.

A DSD must ensure that the plan shall be approved by
the management body or an appropriate committee
of the management body and updated regularly.
ADSD must provide each update of the plan shat-
beprovided-to-the-competentauthority to the Bank.
The eompetentatthority mayreqtire the €Sb-to
DSD must take additional measures or to make
any alternative provision where that the competent
authority Bank requires where the Bank considers
that the €SDB’s DSD’s plan is insufficient.
47.2A This article applies to a DSD in respect of its

DSS activiti
47.3 The Bankof England-may make regutlatory-

. ifvi .
Note: left blank

47.2 A DSD must 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 DSD is unable to raise new capital.

A DSD must ensure that the plan is approved by the
management body or an appropriate committee of
the management body and updated regularly. ADSD
must provide each update of the plan to the Bank. A
DSD must take any additional measures or make any
alternative provision that the Bank requires where the
Bank considers that the DSD’s plan is insufficient.

47.2A This-article-applies to-aDSDinrespectofits
DSS-activities: A DSD must comply with the
rules in Chapter 3.

47.3 [Noteleft blank] This article applies to a DSD in
r f its D ivities.

Article 48
CSD links

1. Before establishing a CSD link and on an ongoing
basis once the CSD link is established, all CSDs
concerned shall identify, assess, monitor and
manage all potential sources of risk for themselves
and for their participants arising from the CSD link
and take appropriate measures to mitigate them.

2.CSDs that intend to establish links shall submit
an application for authorisation to the competent
authority as required under point () of Article 19(1)
or notify the competent authority as required under
Article 19(5).

3. Alink shall provide adequate protection to the
linked CSDs and their participants, in particular as
regards possible credits taken by CSDs and the
concentration and liquidity risks as a result of the
link arrangement.

Alink shall be supported by an appropriate
contractual arrangement that sets out the
respective rights and obligations of the linked CSDs
and, where necessary, of the CSDs’ participants.

A contractual arrangement with cross-jurisdictional
implications shall provide for an unambiguous
choice of law that govern each aspect of the

link’s operations.
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481 Before establishing a €SB DSD link and on
an ongoing basis once the €Sb DSD link is
established, all ESBs DSDs concerned shall
identify, assess, monitor and manage all potential
sources of risk for themselves and for their
participants arising from the €SB DSD link and
take appropriate measures to mitigate them.

48.2 €SDsthatintend A DSD that intends to establish
links shall must submit an-application-for
arequest to vary its SAN to the Bank as required
under point () of Article 19{1)19.1 or notify the
competentauthority Bank as required under
Article 19(5)19.5.

48.3 Atink-shattprovide ADSD m re that
link provides adequate protection to the linked
€SDs parties and their participants, in particular
as regards possible credits taken by €SDs DSDs
and the concentration and liquidity risks as a
result of the link arrangement.
Adinkshaltbe A DSD must ensure that a link
is supported by an appropriate contractual
arrangement that sets out the respective rights
and obligations of the linked €SDs parties and,
where necessary, of the CSDs’ participants.

481 Before establishing a DSD link and on an
ongoing basis once the DSD link is established,
all DSDs concerned must identify, assess,
monitor and manage all potential sources of risk
for themselves and for their participants arising
from the DSD link and take appropriate measures
to mitigate them.

48.2 ADSD that intends to establish links must submit
arequest to vary its SAN to the Bank as required
under subparagraph (e) of Article 19.1 or notify the
Bank as required under Article 19.5.

48.3 ADSD must ensure that a link provides
adequate protection to the linked parties and
their participants, in particular as regards
possible credits taken by DSDs and the
concentration and liquidity risks as a result of
the link arrangement.

A DSD must ensure that a link is supported by
an appropriate contractual arrangement that
sets out the respective rights and obligations of
the linked parties and, where necessary, of the
linked parties’ participants.
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4.n the event of a provisional transfer of securities
between linked CSDs, retransfer of securities
prior to the first transfer becoming final shall
be prohibited.

5.A CSD that uses an indirect link or an intermediary
to operate a CSD link with another CSD or
third-country CSD shall measure, monitor, and
manage the additional risks arising from the
use of that indirect link or intermediary and take
appropriate measures to mitigate them.

6. Linked CSDs shall have robust reconciliation
procedures to ensure that their respective records
are accurate.

7. Links between CSDs and links between CSDs and
third-country CSDs shall permit DVP settlement of
transactions between participants in linked CSDs,
where practical and feasible. Detailed reasons for
any CSD link not allowing for DVP settlement shall
be notified to the competent authority.

Acontractuatarrangement with-eross-

tnambiguous-choice-offaw that govern-each
aspectofthelink’soperations: Where a linked
i D, the linked DSD m! nsure th

contractual arrangements require the CSD to
her: DRiin r f the DSD link, an
to notify the DSD in the event of non-compliance
r where th D antici non-compliance.
The DSD must notify the Bank when it receives
he notification from th D n
is practicable.
48.4 In the event of a provisional transfer of securities
between linked €SBs; retransfer of securities
. " ‘ i fi
prohibitedk: parties, retransfer of securities prior
to the first transfer becoming final is prohibited

for a DSD and a DSD must ensure that it is
rohibit: ntractual arrangement with an
linked party which is not a DSD.

48.5 AESB DSD that uses an indirect link or an
intermediary to operate a €SB DSD link with
another €SB-erthird-country- ©SB-shalt linked
party must measure, monitor, and manage the
additional risks arising from the use of that
indirect link or intermediary and take appropriate
measures to mitigate them.

48,6 Linked-€SBsshatt ADSD must have robust
reconciliation procedures with linked parties
to ensure that their respective records
are accurate.

487 Links-betweenCSDs-ancHinks between-CSDs-
and-third-country €SBs-shalt ADSD must.
ensure that DSD links permit DVP settlement
of transactions between participants in linked
ESbsparties, where practical and feasible.
Detai : ~SD i .
for DVP i

f detailed r ns for any DSD link not allowin
for DVP settlement.

Where a linked party is a CSD, the linked DSD
must ensure the contractual arrangements
require the CSD to adhere to CSDR in respect of
the DSD link, and to notify the DSD in the event
of non-compliance or where the CSD anticipates
non-compliance. The DSD must notify the Bank
when it receives the notification from the CSD as
soon as is practicable.

48.4 In the event of a provisional transfer of securities
between linked parties, retransfer of securities
prior to the first transfer becoming final is
prohibited for a DSD and a DSD must ensure
that it is prohibited by contractual arrangement
with any linked party which is not a DSD.

48.5 ADSD that uses an indirect link or an
intermediary to operate a DSD link with another
linked party must measure, monitor, and manage
the additional risks arising from the use of that
indirect link or intermediary and take appropriate
measures to mitigate them.

48.6 A DSD must have robust reconciliation
procedures with linked parties to ensure that
their respective records are accurate.

48.7 ADSD must ensure that DSD links permit DVP
settlement of transactions between participants
in linked parties, where practical and feasible.

A DSD must notify the Bank of detailed reasons
for any DSD link not allowing for DVP settlement.
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Article 48

CSD links

8. Interoperable securities settlement systems
and CSDs, which use a common settlement
infrastructure shall establish identical moments of:

(a) entry of transfer orders into the system;
(b) irrevocability of transfer orders.

The securities settlement systems and CSDs referred
to in the first subparagraph shall use equivalent rules
concerning the moment of finality of transfers of
securities and cash.

9. By 18 September 2019 all interoperable links
between CSDs and links between CSDs and third-
country CSDs operating in the United Kingdom
shall be, where applicable, DVP-settlement
supporting links.

10. The Bank of England may make regulatory
technical standards to specify the conditions
provided for in paragraph 3 under which each
type of link arrangement provides for adequate
protection of the linked CSDs and of their
participants, in particular where a CSD intends
to participate in the securities settlement system
operated by another CSD, the monitoring and
managing of additional risks referred to in
paragraph 5 arising from the use of intermediaries,
the reconciliation methods referred to in
paragraph 6, the cases where DVP settlement
through CSD links is practical and feasible as
provided for in paragraph 7 and the methods of
assessment thereof.

48.8 For interoperable securities settlement systems
and €SDsDSDs, which that use a common
settlement infrastructure, the DSD must
establish, and through contractual arrangements

nsures th riti lemen m
establishes shallestablish identical moments of:

(a) entry of transfer orders into the system;

(b) irrevocability of transfer orders.
The Securities-SettlementSystems-and-CSBs DSDs
referred to in the first subparagraph shalt must ensure
that the DSDs and Securities Settlement Systems use

equivalent rules concerning the moment of finality of
transfers of securities and cash.

48.9 By-18-September2019-allinteroperable DSDs
must ensure through contractual arrangements
that DSD links between CSDs and links between
CSDbsandthird-country CSDs operating in the
United Kingdom shaltmust be, where applicable,
DVP-settlement supporting links.

4810 The Bankof England-may make regulatory-

methods-of assessment-thereof. [Note: left blank

4811 ADSD that h. tablish: rinten

establish a DSD link must comply with the rules
in Chapter 3.

48.8 For interoperable Securities Settlement
Systems and DSDs that use a common
settlement infrastructure, the DSD must
establish, and through contractual arrangements
ensures the Securities Settlement System
establishes, identical moments of:

(a) entry of transfer orders into the system;
(b) irrevocability of transfer orders.

The DSDs referred to in the first subparagraph must
ensure that the DSDs and Securities Settlement
Systems use equivalent rules concerning the moment
of finality of transfers of securities and cash.

48.9 DSDs must ensure through contractual
arrangements that interoperable DSD links
operating in the United Kingdom must be,
where applicable, DVP-settlement
supporting links.

4810

4811 ADSD that has established or intends to
establish a DSD link must comply with the rules
in Chapter 35.

44 UK regulators' proposals for applying the UK Central Securities Depository Regulation to firms in the Digital Securities Sandbox | 2024

aoshearman.com



ARTICLE UKCSDR DSS CSDR GATE 2 BANK RULES END STATE RULES

Article 49 1. A UK issuer shall have the right to arrange for its t-AUKissuershalthave theright to-arrange forits- 491BADSD m nsure that wher
securities admitted to trading on regulated markets securities-admitted-to-trading-onregulated-markets- arranges to record its securities admitted
Freedom to or MTFs or traded on trading venues to be recorded orMTFs-ortraded-ontrading venuesto-berecorded rading on regul markets or MTFs or
issueinaCSD in any CSD or third-country CSD recognised by the e e e e e e traded on trading venues records on a DSD,
or third-country competent authority. o e e the corporate or similar law of the country
csb 1A. A third-country issuer shall have the right to 1A-A third-cotntry-isster shalthave the right to- or territory under which the securities are-
arrange for its securities admitted to trading on S e e e e e e nst m ntin ly.
regulated markets or MTFs or traded on trading regulated-markets-orMTFs-ortraded-on-trading 491 C ADSD may charge a reasonable commercial
venues to be recorded in any CSD. venues-to-berecordedinany CSD: fee for the provision of its services to issuers on
1B. Without prejudice to the UK issuer or third-country B e e e e e mmwgm
issuer’s rights referred to in paragraphs 1and issuer’srightsreferred-to-inparagraphstand- th parties.
1A, the corporate or similar law of the country or 1A the-corporate-orsimitartaw-of the-country-or- 49.2 Where an issuer submits a request for recording.
territory under which the securities are constituted territory-underwhich-the-securities-are-constituted it: rities in a DSD, the DSD must treat h

shall continue to apply. request promptly and in a non-discriminatory

1C. The CSD or third-country CSD recognised by the mmeLmd_pLOﬂd_e_mmsg_tot_hQ

competent authority may charge a reasonable requesting issuer within three months.
commercial fee for the provision of its services 49.3 A DSD may refuse to provide services to
to issuers on a cost-plus basis, unless otherwise an issuer.

agreed by both parties. 49.4 Wi - M .

Terrorist Financing and Transfer of Funds

: . P R ;
where a DSD refuses to provide services to an
full written reasons for its refusal.

2.Where an issuer submits a request for recording its
securities in a CSD or third-country CSD referred
to in paragraphs 1 or 1A, the CSD or third-country
CSD shall treat such request promptly and in a
non-discriminatory manner and provide a response
to the requesting issuer within three months.

3.ACSD or third-country CSD referred to in
paragraphs 1 or 1A may refuse to provide services
to anissuer. Such a refusal shall be based only on
a comprehensive risk assessment or if that CSD or
third-country CSD referred to in paragraphs 1or 1A
does not provide the services referred to in point
(1) of Section A of the Annex in relation to securities

constituted under the corporate or similar law of the constitutedunderthe-corporate-orsimitartawof the
relevant country or territory. relevantcountry-orterritory:

4. Without prejudice to the Money Laundering, 4-Whthoutprejudice to-the Money Laundering;
Terrorist Financing and Transfer of Funds FerroristFinaneing-and-Transferof Funds-
(Information on the Payer) Regulations 2017, {Information-on-the-Payer)Regulations 2017
where a CSD or third-country CSD referred to in where-aCSb-or third-country CSbreferred-to-in-
paragraphs 1or 1A refuses to provide services to an paragraphs-tortArefusestoprovide servicesto-an-
issuer, it shall provide the requesting issuer with full issuer;itshallprovide the requestingissuerwith-full-
written reasons for its refusal. writtenreasons foritsrefusat:

In the case of a refusal, the requesting Inthe-case-of arefusat the requestingissuer
issuer shall have the right to complain to the shalthave the right to-complain-to-the-competent
competent authority. atthority:

The competent authority shall duly examine the Thecompetentauthority shall-duly-examine the-
complaint by assessing the reasons for refusal complaintby-assessingthe reasonsforrefusat
provided by the CSD and shall provide the issuer provided-bythe-CSD-and-shall-provide the-issuer
with a reasoned reply. with-areasonecdreply:
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Article 49

Freedom to
issueina CSD
or third-country
CSsD

Where the refusal by the CSD to provide its
services to an issuer is deemed to be unjustified,
the responsible competent authority shall issue an
order requiring the CSD to provide its services to
the requesting issuer.

5. The Bank of England may make regulatory
technical standards to specify the risks to be
taken into account by CSDs when carrying
out a comprehensive risk assessment, and the
competent authority assessing the reasons for
refusal in accordance with paragraphs 3 and 4,
and the elements of the procedure referred to in
paragraph 4.

6. The Bank of England may make implementing
technical standards to establish standard forms
and templates for the procedure referred to in
paragraph 4.

Article 50

Standard
link access

A CSD or third-country CSD shall have the right to
become a participant of a CSD and set up a standard
link with that CSD in accordance with Article 33

and subject to the prior notification of the CSD link
provided under Article 19(5).

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules

Article 51

Customised
link access

1. Where a CSD or third-country CSD requests a CSD
to establish a customised link for having access
to the latter, the receiving CSD shall reject such a
request only on the basis of risk considerations.
It shall not deny a request on the grounds of loss of
market share.

2. The receiving CSD may charge a reasonable
commercial fee on a cost-plus basis to the
requesting CSD for making customised link access
available, unless otherwise agreed by both parties.

51.2 The receiving DSD m
commercial fee on a cost-plus basis to the
link rty for makin mi link
access available.

Article 52

Procedure for
CSD links

1.When a CSD or third-country CSD submits a
request for access to a CSD pursuant to Articles 50
and 51, the latter shall treat such request promptly
and shall provide a response to the requesting CSD
within three months.

2.A CSD shall deny access to a requesting CSD only
where such access would threaten the smooth
and orderly functioning of the financial markets or
cause systemic risk. Such a refusal shall be based
only on a comprehensive risk assessment.

Where a CSD refuses access, it shall provide the
requesting CSD with full reasons for its refusal.

46 UK regulators' proposals for applying the UK Central Securities Depository Regulation to firms in the Digital Securities Sandbox | 2024

Disapplied in Sl and not replaced by Bank rules
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Article 52

Procedure for
CSD links

In the case of a refusal, the requesting CSD has the
right to complain to the competent authority of the
CSD that has refused access.

The competent authority of the receiving CSD

shall duly examine the complaint by assessing the
reasons for refusal and shall provide the requesting
CSD with areasoned reply.

Where the refusal by the CSD to grant access to
the requesting CSD is deemed to be unjustified,
the competent authority of the receiving CSD shall
issue an order requiring that CSD to grant access
to the requesting CSD.

3. The Bank of England may make regulatory
technical standards to specify the risks to be
taken into account by CSDs when carrying out
a comprehensive risk assessment, and by the
competent authority when assessing the reasons
for refusal in accordance with paragraph 2,
and the elements of the procedure referred to in
paragraph 2.

4. The Bank of England may make implementing
technical standards to establish standard forms
and templates for the procedures referred to in
paragraphs 1and 2.

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules

Article 53

Access between
aCSDor
third-country
CSD and
another market
infrastructure

1.AUK CCP and a UK trading venue shall provide

transaction feeds on a non-discriminatory and
transparent basis to a CSD or third-country CSD
upon request by the CSD or third-country CSD and
may charge a reasonable commercial fee for such
transaction feeds to the CSD or third-country CSD
on a cost-plus basis unless otherwise agreed by
both parties.

A CSD shall provide access to its securities
settlement systems on a non-discriminatory and
transparent basis to a CCP or a trading venue and
may charge a reasonable commercial fee for such
access on a cost-plus basis, unless otherwise
agreed by both parties.

2.When a party submits a request for access to

another party in accordance with paragraph 1,
such request shall be treated promptly and a
response to the requesting party shall be provided
within three months.
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53.1 A DSD must provide access to any Securities
lemen ms i r Por
trading venue and may charge a reasonable
commercial fee for such access on a
cost-plus basis.

53.2 When a party submits a request for access
DSDi ;
h r t must be treat romptly an
aresponse to the requesting party must be
rovi within three months.
53.3 ADSD that refuses access must provide the
requesting party with full written reasons
for such refusal based on a comprehensive
risk assessment.
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Article 53

Access between
aCSDor
third-country
CSD and
another market
infrastructure

3. The receiving party shall deny access only where

such access would affect the smooth and orderly
functioning of the financial markets or cause
systemic risk. It shall not deny a request on the
grounds of loss of market share.

A party that refuses access shall provide

the requesting party with full written reasons for
such refusal based on a comprehensive

risk assessment. In the case of a refusal,

the requesting party has the right to complain
to the competent authority.

The competent authority shall duly examine the
complaint by assessing the reasons for refusal
and shall provide the requesting party with a
reasoned reply.

Where the refusal by a party to grant access is
deemed to be unjustified, the competent authority
shall issue an order requiring that party to grant
access to its services within three months.

4.The relevant authority may make regulatory

technical standards to specify the risks to be

taken into account by CSDs when carrying out

a comprehensive risk assessment, and by the
relevant authority when assessing the reasons

for refusal in accordance with paragraph 3, and the
elements of the procedure referred to in

paragraph 3.

5. The relevant authority may make implementing

technical standards to establish standard forms
and templates for the procedure referred to in
paragraphs 2 and 3.

6. For the purposes of paragraphs 4 and 5,

“the relevant authority” means —

(a) the Bank of England in the case of requests
made to CSDs and UK CCPs;

(b) the FCA in the case of requests made to UK
trading venues.
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Article 54

Authorisation
and designation
to provide
banking-type
ancillary
services

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 with permission to accept deposits
under Part 4A of FSMA.

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 is permitted under Part 4A of FSMA to
carry on any regulated activity which is carried
on for the purposes of, or in connection with,
such services;

(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;

aﬁeﬂi—afy—sefwees#reﬁ%wﬁmﬁﬁesamewlegﬁ
entity-asthetegatentity operating-the-securities-
L ¢
inparagraph2 shaltbe granted-onty where the-
following-conditions-are-met:

~SBi . . FoM
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54.1 A-€Sb-shall DSD must not itself provide any
banking-type ancillary services set out in Section
C of the- Annex Chapter 4 unless it has obtained-
an-additional-authorisationto-provide suchis a
type (a) banking services in-accordance with-this-
Artiele-provider.

54.2 ASSDthat If a DSD intends to settle the cash leg
of all or part of its securities settlementsystem
any Securities Settlement System it operates in
accordance with Article 46(2)40.2 or otherwise
wishes to provide any banking-type ancillary
services referred to in paragraph 1 shall-be-
authorised, either:

@ t ices itself "

specifiedn-this-Artiele; or if the DSD wishes to
; ices itself DSD

a type (a) banking services provider and must
meet the conditions in paragraph (3); or

(b) to-designate for that purpose-one-ormorecredit
institutions-with-permission-to-aceept deposits-
underPart4A-of FSMA: if the DSD wishes
to use for that purpose one or more credit
institutions, the DSD must be a type (b) banking

rvi rovi he DSD m nsur

by contractual arrangements that the credit
institution or credit institutions in ion m
the conditions in paragraph 4.

(a) the CSD-ispermitted DSD has permission under
Part 4A of FSMA 2000 to carry on any regulated
activity which is carried on for the purposes of,
or in connection with, such services;

(b) the CSPB-meetstheprudential DSD has met the
requirements laid down in Article 59(1), (3} and-
{ . . .
. . :
(c) the-authorisation-referred to-in-point {a} of
o grepn o : )

otheractivities; [Note: left blank

54.1 A DSD must not itself provide any banking-type
ancillary services set out in Section C of
Chapter 4 6 unless it is a type (a) banking
services provider.

54.2 If a DSD intends to settle the cash leg of all or part
of any Securities Settlement System it operates in
accordance with Article 40.2 or otherwise wishes
to provide any banking-type ancillary services
referred to in paragraph 1, either:

(a) if the DSD wishes to provide such services itself,
the DSD must be a type (a) banking services
provider and must meet the conditions in
paragraph (3); or

(b) if the DSD wishes to use for that purpose one or
more credit institutions, the DSD must be a type
(b) banking services provider and the DSD must
ensure by contractual arrangements that the
credit institution or credit institutions in question
meets the conditions in paragraph 4.

54.3 The conditions referred to in paragraph 2(a) are:

(a) the DSD has permission under Part 4A of FSMA
2000 to carry on any regulated activity which is
carried on for the purposes of, or in connection
with, such services;

(b) the DSD has met the requirements laid down in
Article 59;

(c) INote-teft blank] the permission referred to in

provide the banking-type ancillary services
‘ in Section C of C :
carry out any other activities;

(d) the DSD meets 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 participantsin a
Securities Settlement System or other users of
DSD services;

(e) the DSD reports at least monthly to the Bank
and annually as a part of its public disclosure as
required under the Disclosure (CRR) Part of the
PRA Rulebook on the extent and management of
intra-day liquidity risk; and
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Article 54

Authorisation
and designation
to provide
banking-type
ancillary
services

(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 the
Disclosure (CRR) Part of the PRA Rulebook on
the extent and management of intra-day liquidity
risk in accordance with point (j) 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 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, CRR
rules and in Directive 2013/36/EU UK law, 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 permitted to accept
deposits under Part 4A of FSMA;

(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;
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(d) the CSD-issubjectto DSD meets 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 setttement system-
Securities Settlement System or other users of
€SB DSD services;

(e) the €SD DSD reports at least monthly to the
competentauthority Bank and annually as a part
of its public disclosure as required under the
Disclosure (CRR) Part of the PRA Rulebook on
the extent and management of intra-day liquidity
risk in-aceordancewith-point{j)-of Article- 59(4)-of
this-Regulation; and

(f) the €SD-has-submittedto-the-competent

atthority DSD submits to the Bank and
keeps updated an adequate recovery plan

to ensure continuity of its critical operations,
including in situations where liquidity or credit
risk crystallises as a result of the provision of
banking-type ancillary services.

(9) In the case of conflicting provisions laid down
in the DSS CSDR and this RegutationChapter,
in Regulation (EU) No 575/2013, CRR rules and
in Directive 2013/36/EU UK law, the ESBEDSD
referred to in point (a) of the first subparagraph
shalimust comply with the stricter requirements
on prudential supervision. The regulatory-

. ‘ g

referred to in paragraph 2(b) are:

(a) the separatetegatentityispermittedcredit
institution has permission to accept deposits
under Part 4A of FSMA;

(b) the separatelegal-entitycredit institution
meets the prudential requirements laid down
in Article 59(1); {3} and{4) and supervisory-

. . inArticle 60;

(c) the separatelegalentitycredit institution does
not itself carry out any of the core services
referred to in Section A of the AnnexChapter 4;

(f) the DSD submits to the Bank and keeps updated
an adequate recovery plan to ensure continuity
of its critical operations, including in situations
where liquidity or credit risk crystallises as a
result of the provision of banking-type
ancillary services.

In the case of conflicting provisions laid down in
the DSS CSDR and this Chapter, in Regulation (EU)
No 575/2013, CRR rules and in Directive 2013/36/
EU UK law, the DSD referred to in point (a) of the
first subparagraph must comply with the stricter
requirements on prudential supervision.

54.4 The conditions referred to in paragraph 2(b) are:

(a) the credit institution has permission to accept
deposits under Part 4A of FSMA;

(b) the credit institution meets the requirements laid
down in Article 59;

(c) the credit institution does not itself carry out any
of the core services referred to in Section A of
Chapter 4 6;

(d) the permission referred to in subparagraph (a) is
used only to provide the banking-type ancillary
services referred to in Section C of Chapter 6
and not to carry out any other activities;

(e) the credit institution meets 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 participantsin a
Securities Settlement System or other users of
DSD services;

(f) the credit institution reports at least monthly
to the Bank and annually as a part of its public
disclosure as required under the Disclosure
(CRR) Part of the PRA Rulebook on the extent
and management of intra-day liquidity risk;
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Article 54

Authorisation
and designation
to provide
banking-type
ancillary
services

(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
the Disclosure (CRR) Part of the PRA Rulebook
on the extent and management of intra-day
liquidity risk in accordance with point (j) of Article
59(4) of this Regulation; and

(9) 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 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. 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.
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(e) the separatelegal-entityissubjeetto credit
institution meets 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 systemSecurities
Settlement System or other users of CSBDSD
services;

(f) the-separate legat-entitycredit institution reports
at least monthly to the competentauthorityBank
and annually as a part of its public disclosure as
required under the Disclosure (CRR) Part of the
PRA Rulebook on the extent and management of
intra-day liquidity risk in-accordancewith-point{j)-
of Article 59(4)-of this Regulation;and;

(g) the separatelegalentity hassubmitted-to-the-
competentatthoritycredit institution submits
to the Bank and keeps updated an adequate
recovery plan to ensure continuity of its critical
operations, including in situations where liquidity
or credit risk crystallises as a result of the
provision of banking-typebanking type ancillary
services from within a separate legal entity:; and

® e . B
mand h information as the Bank
ires ¢
assessing whether the conditions in this
Arti : -
ndition irement: ified in technical

standards or in the SAN of the type (b) banking
services provider, are met.

54.5 Paragraph 4 shall not apply to credit institutions
referred to in pointsubparagraph (b) of paragraph
2 that offer to settle the cash payments for part
of the €SP’s-securitiessettlementsystemDSD’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 CSBDSD and
does not exceed a maximum of EUR2,5GBP 2.5
billion per year.

(9) the credit institution submits to the Bank and
keeps updated an adequate recovery plan
to ensure continuity of its critical operations,
including in situations where liquidity or credit
risk crystallises as a result of the provision of
banking type ancillary services from within a
separate legal entity; and

(h) the credit institution provides to the Bank
on demand such information as the Bank
reasonably requires for the purpose of
assessing whether the conditions in this
paragraph 4 and Article 59, and any additional
conditions or requirements specified in technical
standards or in the SAN of the type (b) banking
services provider, are met.

54.5 Paragraph 4 shall not apply to credit institutions
referred to in subparagraph (b) of paragraph 2
that offer to settle the cash payments for part
of the DSD’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 DSD and does not exceed a maximum of
GBP 2.5 billion per year.
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Article 54

Authorisation
and designation
to provide
banking-type
ancillary
services

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) is
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. The PRA may make 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.
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Article 5 5 1. The CSD shall submit its application for 1 The-€SD-shall-submitits-application-for-
authorisation to designate a credit institution or to atthorisation-to-designate-acreditinstitution-orto-
Procedure provide any banking-type ancillary service, provide any banking-type ancillary
for granting as required under Article 54, to the service, as required under Article 54, to the
and refusing competent authority. competent authority.
authorisation to L . i R L . . .
provide banking- 2. The application shall contain all the mformatpn that Hheappheaﬂeﬁ%eeﬁfaﬂaﬂkﬁheﬁefmaﬂeﬁﬂm
type ancillary is necessary to enable the competent authority ishecessaryto-enable the-competentauthority-
el to satisfy itself that the CSD and where applicable to-satisfy-itself that the CSb-and-where-applicable-
the designated credit institution have established, the-designated-creditinstitution-have-established;
at the time of the authorisation, all the necessary atthe time-of the-authorisation;altthe necessary-
arrangements to meet their obligations as laid arrangements-to-meet theirobligations-asaid-
down in this Regulation. It shall contain down-in-this Regulation-1tshall-contain-
a programme of operations setting out the aprogramme-of operations-setting-outthe-
banking-type ancillary services envisaged, the banking-type-ancillary-serviees-envisaged; the-
structural organisation of the relations between the structural-organisation-of the relations-between-the-
CSD and the designated credit institutions where i itinstitt
applicable and how that CSD or where applicable Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules
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. 4,
5. 5-
6. 6
7.The Bank of England may make regulatory technical 7-The Bankof England-may makeregulatory-technical
standards to specify the information that the CSD standards-to-speeify theinformation-that the CSbB-
is to provide to the competent authority for the isto-provide-to-the-competent-authority for the-
purpose of obtaining the relevant authorisations to purpose-of obtaining the relevant-authorisations-to-
provide the banking-type services ancillary provide the banking-type-services-anciltary-
to settlement. to-settlement:
Article 56 1. A CSD that intends to extend the banking-type 1A CSbthatintends to-extend-the banking-type- Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules
ancillary services for which it designates a credit anciltary-servicesforwhich-it designates-a-credit
Extension of institution or that it provides itself in accordance institution or that it provides itself in accordance
the banking- with Article 54, shall submit a request for extension with Article 54, shall submit a request for extension
type_ancillary to the competent authority. to the competent authority.
services ) )
2. The request for extension shall be subject to the 2-Therequestforextension-shallbe subjecttothe-
procedure under Article 55. procedure-tnderArticle-55:
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1. Without prejudice to any remedial actions or
measures under Title V, the competent authority
shall withdraw the authorisations referred to in
Article 54 in any of the following circumstances:

(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.
3.

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.

571 Without prejudice to any remedial actions or
measures under Title V, the competent authority
shall withdraw the authorisations referred to in
Article 54 in any of the following circumstances:

ik . . .

A type (a) banking services provider must, and a
nkin rvi rovider m nsure

that the credit institutions that it engages, establish

implement and maintain an r r

ensuring the timely and orderly settlement and
fer of ol .
another settlement agent in the event that the type (a)
provide the relevant banking-type ancillary services,
permitted to use the credit institution for the provision
of such services, as the case may be.
57.2 The competentauthority maylimit the withdrawalto
57.3 AESb-andthe designated-ereditinstitutionshatt
. .
settlement-and-transferof the-assets-of clients-
L
. i ¢ L
referrecHtoinparagrapht

571A type (a) banking services provider must, and a
type (b) banking services provider must ensure
that the credit institutions that it engages,
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 that the type (a) banking services
provider is no longer permitted to provide the
relevant banking-type ancillary services, or the
type (b) banking services provider is no longer
permitted to use the credit institution for the
provision of such services, as the case may be.
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Article 58

CSDregister

2. The competent authority 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.

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules

Article 59

Prudential
requirements
applicable

to credit
institutions
orCSDs
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 financial resources;

5012 e . int{byof

~sE . .
At 5 . . .

in Section C.of \

authorisation: [Note: left blank

5904 e . int{byof

Article-54(2)-ora-CSD-authorised-underpoint{a)-

591 [Note-leftblank] A type (b) banking services

provider must ensure that the credit institution it

: . . ] £ Arti
54.2 must provide only the services set out in
Section C of C : ified in its SAN of
relevant type (b) banking services provider. A type
( ) - . )

th rvi toutin tion C of Chapter

of Article 54(2) to-provide banking-type-anciltar specified in its SAN.

serviees-shalleomply-with-any-present-orfuture-
Note: left blank

5034 e . int{b)of

Article-54(2)-or-a-CSB-authorised-underpoint-{a)-
FArticle 54(2 . e .
ider must ensure that th it institution
(b) of Article 54.2, or a type (a) banking services
prudential requirements for the credit risks
Securities Settlement System:

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

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

59.2 [Note-leftblank]-A type (a) banking services

rovider m mply with an
legislation applicable to credit institutions.

59.3 A type (b) banking services provider must

ensure that the credit institution it is engaged
in accordance with subparagraph (b) of Article
54.2, or a type (a) banking services provider,
must comply with the following specific
prudential requirements for the credit risks
related to those services in respect of each
Securities Settlement System:

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

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

(i) 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;

(d) if collateral is used to manage its corresponding
credit risk, it shall must 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 must establish and apply appropriately
conservative haircuts and concentration
limits on collateral values constituted to cover
the credit exposures referred to in point
subparagraph (c), taking into account the
objective of ensuring that collateral can be
liquidated promptly without significant adverse
price effects;

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

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

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

(i) it shall must 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.
 Article 54(2 . . . 50.4 2 . . ¢
. . ‘ . i - 5SE . .

. . ‘ e ¢ Article 542 . . .
relating-to-thoseservicesinrespectof each- services shall A type (b) banking services
sectirities settlement-system: provider must ensure that the credit institution
(a)it shailhave a robust framework and tools to- it is engaged in accordance with subparagraph

measure; monitor. and manage its liquidity- (b) of Article 54.2 or a type (a) banking services
: o _ PRI provider must comply with the following specific
euﬁeﬁe\feﬁhe%eewﬁyﬁememeﬁﬁyﬁemﬁ prudential requirements for the liquidity risks
whichitacts as settlement agent; relating to those services in respect of each
. . ' ) Securities Settlement System:
{bHtshallmeasure-and-monitoron-an-ongoing-and-
timely basis; anctatleast daily- its fiquidity needs- (a) it shatt must have a robust framework and tools
mmﬂfmﬂmﬁw to measure, monitor, and manage its liquidity
msh%éetefmwwefﬂﬂevaluee‘rﬁsavaﬁaﬁemn& risks, including intra-day liquidity risks, for each
assets taking into-account appropriate hairetits- currency of the Security Settlement System for
onthose assets; which it acts as settlement agent;

(b) it shall must 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;
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(d) if collateral is used to manage its corresponding
credit risk, it must 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 must establish and apply appropriately
conservative haircuts and concentration limits
on collateral values constituted to cover the
credit exposures referred to in subparagraph
(c), taking into account the objective of ensuring
that collateral can be liquidated promptly without
significant adverse price effects;

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

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

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

(i) it must 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.

59.4 A type (b) banking services provider must
ensure that the credit institution it is engaged
in accordance with subparagraph (b) of Article
54.2 or a type (a) banking services provider must
comply with the following specific prudential
requirements for the liquidity risks relating to
those services in respect of each Securities
Settlement System:

(a) it must 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 must 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 must determine the value of its available liquid
assets taking into account appropriate haircuts on
those assets;
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Article 59 (c) it shall have sufficient liquid resources in all te}it shatthave sufficienttiquicresourcesinalt (c) it shall must have sufficient liquid resources (c) it must have sufficient liquid resources in all
relevant currencies for a timely provision of relevant-eurrencies-for-a-timely provision-of- in all relevant currencies for a timely provision relevant currencies for a timely provision of
Prudential settlement services under a wide range of setttement-services underawiderangeof of settlement services under a wide range of settlement services under a wide range of
requirements potential stress scenarios including, but not potential stress scenarios including, but not potential stress scenarios including, but not potential stress scenarios including, but not
applicable limited to the liquidity risk generated by the limited to the liquidity risk generated by the limited to the liquidity risk generated by the limited to the liquidity risk generated by the default
to credit default of at least one participant, including its defaultof-atleastoneparticipant,including-its- default of at least one participant, including its of at least one participant, including its parent
institutions parent undertakings and subsidiaries, to which it parent undertakings and subsidiaries, to which it parent undertakings and subsidiaries, to which it undertakings and subsidiaries, to which it has the
or CSD.s has the largest exposures; et e s e has the largest exposures; largest exposures;
::;C;r;s::nt; ng- (d) it_ shall [‘nitigate. the c9rr?sponding qu.uidity (d%mshﬂﬁnﬁg‘afemeeﬁespeﬁdrﬁgﬁqmd&y (d) it_ shall m&t mitigate .the. correspondi.ng liquidity (d)it .must m.itig_jate.the_ correspondi.ng liquidity risks
type ancillary risks with qualifying liquid resources in each risks-with-qualifying liquidresourcesineach risks with qualifying liquid resources in each with qualifying liquid resources in e..ach currency
T currency such as cash at the central bank curreney such-as-cash-atthe-centratbank currency such as cash at the central bank such as cash at the central bank of issue and
of issue and at other creditworthy financial ofissue-and-atothercreditworthy financial- of issue and at other creditworthy financial at other creditworthy financial institutions,
institutions, committed lines of credit or similar institutions; committecHines of credit or simitar- institutions, committed lines of credit or similar committed lines of credit or similar arrangements
arrangements and highly liquid collateral or arrangements-and-highlyliquid-collaterat-or- arrangements and highly liquid collateral or and highly liquid collateral or investments that
investments that are readily available and investments that-are readily-available-and- investments that are readily available and are readily available and convertible into cash
convertible into cash with prearranged and eonvertible-into-cash-with-prearranged-and- convertible into cash with prearranged and with prearranged and highly reliable funding
highly reliable funding arrangements, highlyreliable-funding-arrangements; highly reliable funding arrangements, arrangements, even in extreme but plausible
even in extreme but plausible market conditions eveninextreme but plausible marketconditions- even in extreme but plausible market conditions market conditions and it must identify, measure
and it shall identify, measure and monitor its ancHt-shalldentify,meastre-and-monitorits- and it shall identify, measure and monitor its and monitor its liquidity risk stemming from

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;
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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 must 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 must determine and test the sufficiency
of the corresponding resources by regular and
rigorous stress testing;

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

the various financial institutions used for the
management of its liquidity risks;

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

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

(g) it must analyse and plan for how to address any
unforeseen and potentially uncovered liquidity
shortfalls, and adopt rules and procedures to

implement such plans;
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(h) where practical and available, without prejudice
to the eligibility rules of the Bank of England, it
shall have access to Bank of England accounts
and other Bank of England services to enhance
its management of liquidity risks and credit
institutions shall deposit the corresponding
sterling cash balances on dedicated accounts
with the Bank of England ;

(i) 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.

5. The PRA may make 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.

with-the-Bank-of England; [Note: left blank

(i) it shall must 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;
(i) it shattreportregutarly to the-autherities referred-
inArticle 606 . e

Note: left blank

59.5 The PRA-may make regulatory technicat

standards-to-further specify detailsof the-

(h) [Note: left blank]

(i) it must 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) [Note: left blank]

Article 6O

Supervision

of designated
credit
institutions

and CSDs
authorised to
provide banking-
type ancillary
services

e

. 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.
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60.1 Where a type (b) banking services provider
uses a credit institution in accordance with
Article 54.2(b), in view of the protection of the
participants in the Securities Settlement Systems
it operates, the type (b) banking services provider
must ensure that it has access from the credit
institution to all necessary information for the
purpose of the DSS CSDR and the rules and
it must report any infringements thereof to the
Bank as soon as is practicable.
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ARTICLE

UKCSDR

GATE 2 BANKRULES

END STATE RULES

Article 60

Supervision

of designated
credit
institutions

and CSDs
authorised to
provide banking-
type ancillary
services

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, of the results,
including any remedial actions or penalties, of its
supervision under this paragraph.

2. The competent authority of the CSD shalll, 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.

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.

Where a type (b) banking services provider uses a
o ; ) o(b)

in view of the protection of the participants in the

S ities S S :

(b) banking services provider must ensure that it has

f e
information for the purpose of the DSS CSDR and the
. infri ‘

the Bank as soon as is practicable.

60.2 The competent authority of the CSD shall, after
consulting competent atithorities referred-to-
paragraph-t review-and-evaluate-atleastonan-
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES

Article 61

Administrative Not onshored into UK CSDR

sanctions and

other measures

Article 62 1. The competent authority must publish on its official 1 The-competentauthority mustpublish-on-its-official-

. website any decision imposing an administrative website-any decisionimposing-an-administrative-

Pub_ll(_:atlon of sanction or other measure for an infringement of sanction-orothermeasure-foraninfringement

decisions this Regulation without undue delay after the of this Regulation without undue delay after the
person sanctioned is informed of that decision. person-sanctionedisinformed-of that decision-The-
The publication shall include at least information publication-shaltinelude-atleastinformation-onthe-
on the type and nature of the infringement and the type-andnature-of theinfringement-and-the-identity-

identity of a natural or legal person on whom the
sanction has been imposed.

Where the decision to impose a sanction or other W
measure is subject to an appeal before the relevant meastire-is-subject to-an-appeatbefore the relevant

judicial or other relevant authorities, the competent judticial-orotherrelevantauthorities, the competent
authority must, without undue delay, publish on its authoritymust; without undue-delay, publish-on-ts-

official website information on the appeal status
and outcome thereof. Moreover, any decision

annulling a previous decision to impose a sanction aprevious-decisiontoimpose-asanctionora
or a measure shall also be published. i

Where the publication of the identity of the legal
persons or of the personal data of the natural
persons is considered by the competent authority
to be disproportionate following a case-by-case
assessment conducted on the proportionality of
the publication of such data, or where publication
jeopardises the stability of financial markets or an
ongoing investigation, the competent authority
must do one of the following:

Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules

(a) delay the publication of the decision to impose

the sanction or other measure until the moment the-sanction-orothermeastre-untitthe moment-
when the reasons for non-publication cease when-the reasons-fornon-publication-cease-
to exist; toexist;

(b) publish the decision to impose the sanction {b)publish-the decision-toimposethe sanction-
or other measure on an anonymous basis in a orothermeastre-on-an-anonymousbasisina-
manner which is in conformity with national law, mannerwhichisinconformity withnationataw,
if such anonymous publication ensures effective ifsuch-anonymouspublication-ensures-effective-
protection of the personal data; protectionof the personat-data;

(c) not publish the decision to impose a sanction or {e)rnotpublish-the-decision-to-impose-a-sanction-or-
other measure at all in the event that the options othermeastire-ataltinthe-event that the-options-
set out in points (a) and (b) above are considered setoutinpoints{a)-and-{b)above-are-considered-
to be insufficient to ensure: to-beinsufficientto-ensure:

i. that the stability of financial markets would not i—that the stability of financiatmarkets-wouldnot
be put in jeopardy; be-putinjeopardy;

ii. the proportionality of the publication of such ii-the-proportionality-of the-publication-of such-
decisions with regard to measures which are decisions-with-regard-to-measures-which-are-
deemed to be of a minor nature. deemedtobeof aminornature:
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UKCSDR

DSS CSDR

GATE 2 BANKRULES

END STATE RULES

Article 62

Publication of
decisions

In the case of a decision to publish a sanction or other
measure on an anonymous basis, the publication of
the relevant data may be postponed for a reasonable
period if it is envisaged that within that period the
reasons for anonymous publication will cease to exist.

2. The competent authority shall ensure that any
publication, in accordance with this Article, shall
remain on its official website for a period of at
least five years after its publication. Personal data
contained in the publication shall be kept on the
official website of the competent authority only for
the period necessary under the applicable data
protection rules.

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules

Article 63

Sanctions for
infringements

Not onshored into UK CSDR

Article 64

Effective
application of
sanctions

When determining the type and level of administrative
sanctions or other measures, the competent authority
must take into account all relevant circumstances,
including, where appropriate:

(a) the gravity and the duration of the infringement;

(b) the degree of responsibility of the person
responsible for the infringement;

(c) the financial strength of the person responsible
for the infringement, for example as indicated
by the total turnover of the responsible legal
person or the annual income of the responsible
natural person;

(d) the importance of the profits gained, losses
avoided by the person responsible for the
infringement or the losses for third parties
derived from the infringement, insofar as they
can be determined;

(e) the level of cooperation of the person
responsible for the infringement with the
competent authority, without prejudice to the
need to ensure disgorgement of profits gained
or losses avoided by that person;

(f) previous infringements by the person
responsible for the infringement.

Disapplied in Sl and not replaced by Bank rules

Disapplied in Sl and not replaced by Bank rules
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ARTICLE UKCSDR DSS CSDR GATE 2 BANKRULES END STATE RULES

Article 6 5 1. The competent authority must establish effective
mechanisms to encourage reporting of potential
or actual infringements of this Regulation to
competent authorities.

Reporting of
infringements

2. The mechanisms referred to in paragraph 1 shall
include at least:

(a) specific procedures for the receipt and
investigation of reports on potential or actual
infringements and their follow-up, including
the establishment of secure communication
channels for such reports;

(b) appropriate protection for employees of
institutions who report potential or actual
infringements committed within the institution
against retaliation, discrimination or other types
of unfair treatment at a minimum;

(c) protection of personal data concerning both
the person who reports the potential or actual
infringements and the natural person who is
allegedly responsible for an infringement in
compliance with the principles laid down in
data protection legislation;

Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules

(d) protection of the identity of both the person
who reports the infringements and the natural
person who is allegedly responsible for an
infringement, at all stages of the procedures
unless such disclosure is required by national
law in the context of further investigation or
subsequent administrative or
judicial proceedings.

3. The competent authority shall require institutions
to have in place appropriate procedures for
their employees to report actual or potential
infringements internally through a specific,
independent and autonomous channel.

Such a channel may also be provided through
arrangements provided for by social partners.
The same protection as is referred to in points (b),
(c) and (d) of paragraph 2 shall apply.

Article 66 The competent authority shall ensure that decisions
and measures taken in pursuance of this Regulation
are properly reasoned and subject to a right of appeal
before a tribunal. The right of appeal before a tribunal
shall apply where no decision is taken, within six
months of its submission, in respect of an application
for authorisation which contains all the information
required under the provisions in force.

Right of appeal

Disapplied in Sl and not replaced by Bank rules Disapplied in Sl and not replaced by Bank rules
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ARTICLE UKCSDR

DSS CSDR GATE 2 BANKRULES END STATE RULES
Article 67 1. Any power to make regulations conferred on 1. Any power to make regulations conferred on
. the Treasury by this Regulation is exercisable by the Treasury by this Regulation is exercisable by
Regulations statutory instrument. statutory instrument.
2. Such regulations may — 2. Such regulations may —
(a) contain incidental, supplemental, consequential (a) contain incidental, supplemental, consequential
and transitional provision; and and transitional provision; and Remains in the DSS CSDR Remains in the DSS CSDR
(b) make different provision for different purposes. (b) make different provision for different purposes.
3. A statutory instrument containing regulations 3. A statutory instrument containing regulations
made under this Regulation is subject to made under this Regulation is subject to annulment
annulment in pursuance of a resolution of either in pursuance of a resolution of either House
House of Parliament of Parliament.
Article 68
Committee Not onshored into UK CSDR
procedure
Al’ti cle 69 1. Six months of regulations being made under Article 1. Six months of regulations being made under Article
. 25(9) specifying a third country, a third-country 25(9) specifying a third country, a third-country
Tran_s|.t|onal CSD established in the third-country must apply for CSD established in the third-country must apply for
provisions

recognition where it intends to provide services on
the basis of Article 25.

2.The law of the United Kingdom or any part of the
United Kingdom relating to the recognition of third-
country CSDs, which applied prior to the coming
into force of this Regulation, continues to apply to a
qualifying third-country CSD (within the meaning of
regulation 25 of the Central Securities Depositories
(Amendment) (EU Exit) Regulations 2018), where
it has —

(a) made an application under Article 25 and the
competent authority has not determined the
application; or

(b) not made an application under Article 25 and
the six-month period referred to in paragraph 1
has not expired.

3.The law of the United Kingdom or any part of the
United Kingdom relating to the authorisation of
CSDs, which applied prior to the coming into force
of this Regulation, continues to apply to a CSD
where, before 30 September 2017 —

(a) the CSD made an application for authorisation
pursuant to Article 17 of this Regulation; and

(b) the competent authority has not determined
the application.

recognition where it intends to provide services on
the basis of Article 25.

2. The law of the United Kingdom or any part of the
United Kingdom relating to the recognition of third-
country CSDs, which applied prior to the coming
into force of this Regulation, continues to apply to a
qualifying third-country CSD (within the meaning of
regulation 25 of the Central Securities Depositories
(Amendment) (EU Exit) Regulations 2018), where
ithas —

(a) made an application under Article 25 and the
competent authority has not determined the
application; or

Remains in the DSS CSDR
(b) not made an application under Article 25 and

the six-month period referred to in paragraph 1
has not expired.

3.The law of the United Kingdom or any part of the
United Kingdom relating to the authorisation of
CSDs, which applied prior to the coming into force
of this Regulation, continues to apply to a CSD
where, before 30 September 2017 —

(a) the CSD made an application for authorisation
pursuant to Article 17 of this Regulation; and

(b) the competent authority has not determined
the application.

Remains in the DSS CSDR
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END STATE RULES

Article 70

Amendments
to Directive
98/26/EC

Not onshored into UK CSDR

Article 71

Amendments
to Directive
2014/65/EU

Not onshored into UK CSDR

Article 72

Amendment to
Regulation (EU)
No 236/2012

Not onshored into UK CSDR

Article 73

Application

of the UK law

on markets

in financial
instruments and
Regulation (EU)
No 600/2014

CSDs authorised in accordance with Article 16 of this
Regulation shall not require authorisation under the
UK law on markets in financial instruments in order to
provide the services explicitly listed in Sections A and
B of the Annex to this Regulation.

Where a CSD authorised in accordance with Article
16 of this Regulation provides one or more investment
services or carries out one or more investment
activities in addition to providing the services
explicitly listed in Sections A and B of the Annex

to this Regulation, Directive 2014/65/EU with the
exception of Articles 5 to 8, Article 9(1) to (2) and (4) to
(6) and Articles 10 to 13 as implemented by the UK law
on markets in financial instruments, and Regulation
(EU) No 600/2014 shall apply.

CSDs authorised in accordance with Article 16 of this
Regulation shall not require authorisation under the
UK law on markets in financial instruments in order to
provide the services explicitly listed in Sections A and
B of the Annex to this Regulation.

Where a CSD authorised in accordance with Article
16 of this Regulation provides one or more investment
services or carries out one or more investment
activities in addition to providing the services
explicitly listed in Sections A and B of the Annex

to this Regulation, Directive 2014/65/EU with the
exception of Articles 5 to 8, Article 9(1) to (2) and (4) to
(6) and Articles 10 to 13 as implemented by the UK law
on markets in financial instruments, and Regulation
(EU) No 600/2014 shall apply.

Treat “CSDs authorised in accordance with Article 16
of this Regulation” as including a sandbox entrant with
approval to carry on one or more of the activities in
regulation 3(5)(b) in the FMI sandbox arrangements.

Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations

Remains in the DSS CSDR, as modified by
the Schedule to the DSS Regulations

Article 74

Reports

Not onshored into UK CSDR

Article 75

Review

Not onshored into UK CSDR
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ARTICLE UKCSDR

DSS CSDR GATE 2 BANK RULES

END STATE RULES

Article 76 1. This Regulation shal.l enter intq force o.n the .

L twentieth day following that of its publication in the
Application Official Journal of the European Union.
of the UKlaw >
on markets ’
in financial 3. Article 5(2) shall apply from 1January 2015.
(i Rl By way of derogation from the first subparagraph of
Regulation (EU) this paragraph, in the case of a trading venue that has
No 600/2014

access to a CSD referred to in Article 30(5), Article
5(2) shall apply at least six months before such a CSD
outsources its activities to the relevant public entity,
and in any event from 1January 2016.

4.
5.

6. The reporting measures referred to in Article 9(1)
shall apply from the date of entry into force of the
implementing act adopted pursuant to Article 9(3).

1. This Regulation shall enter into force on the
twentieth day following that of its publication in the
Official Journal of the European Union.

2.

3. Article 5(2) shall apply from 1January 2015.

By way of derogation from the first subparagraph of

this paragraph, in the case of a trading venue that has

access to a CSD referred to in Article 30(5), Article

5(2) shall apply at least six months before such a CSD

outsources its activities to the relevant public entity,

and in any event from 1 January 2016.

4.

5.

6. The reporting measures referred to in Article 9(1)
shall apply from the date of entry into force of the
implementing act adopted pursuant to Article 9(3).

Remains in the DSS CSDR

Remains in the DSS CSDR
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