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Responding to this paper 
The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the ESMA Consultation Paper - Technical Standards under the CSD Regulation, published on the ESMA website.
Instructions
Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response to ESMA so as to allow us to process it properly. Therefore, please follow the instructions described below:
i. use this form and send your responses in Word format;
ii. do not remove the tags of type <ESMA_QUESTION_TS_CSDR_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and
iii. if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.
Responses are most helpful:
i. if they respond to the question stated;
ii. contain a clear rationale, including on any related costs and benefits; and
iii. describe any alternatives that ESMA should consider
Naming protocol:
In order to facilitate the handling of stakeholders responses please save your document using the following format:
ESMA_ TA_CSDR _NAMEOFCOMPANY_NAMEOFDOCUMENT.
E.g. if the respondent were ESMA, the name of the reply form would be ESMA_TS_CSDR_AIXX_REPLYFORM or ESMA_CE_TS_CSDR_AIXX_ANNEX1
Responses must reach us by 19 February 2015. 
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
[bookmark: _Toc335141334]Publication of responses
All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that a confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
[bookmark: _Toc335141335]Data protection
Information on data protection can be found at www.esma.europa.eu under the heading ‘Disclaimer’.


General information about respondent
	Are you representing an association?
	No

	Activity:
	Service Provider

	Country/Region
	International



Do you think the proposed timeframes for allocations and confirmations under Article 2 of the RTS on Settlement Discipline are adequate?
If not, what would be feasible timeframes in your opinion?

Please provide details and arguments in case you envisage any technical difficulties in complying with the proposed timeframes.

<ESMA_QUESTION_TS_CSDR_1>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_1>
Do you agree with the cases when matching would not be necessary, as specified under Article 3(2) of the draft RTS?
Should other cases be included? Please provide details and evidence for any proposed case.

<ESMA_QUESTION_TS_CSDR_2>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_2>
What are your views on the proposed approach under Article 3(11) of the draft RTS included in Chapter II of Annex I? 
Do you think that the 0.5% settlement fails threshold (i.e. 99.5% settlement efficiency rate) is adequate? If not, what would be an adequate threshold? Please provide details and arguments.
Do you think that the 2,5 billion EUR/year in terms of the value of settlement fails for a securities settlement system operated by a CSD is adequate? If not, what would be an adequate threshold? Please provide details and arguments.

<ESMA_QUESTION_TS_CSDR_3>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_3>
What are your views on the proposed draft RTS included in Chapter II of Annex I?

<ESMA_QUESTION_TS_CSDR_4>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_4>
 What are your views on the proposed draft RTS on the monitoring of settlement fails as included in Section 1 of Chapter III of Annex I?

<ESMA_QUESTION_TS_CSDR_5>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_5>
What are your views on the proposed draft RTS related to the penalty mechanism? Do you agree that when CSDs use a common settlement infrastructure, the procedures for cash penalties should be jointly managed?

<ESMA_QUESTION_TS_CSDR_6>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_6>
What are your views on the proposed draft RTS related to the buy-in process?
In particular, what are your views on applying partial settlement at the end of the extension period? Do you consider that the partialling of the settlement instruction would impact the rights and obligations of the participants?
 What do you think about the proposed approach for limiting multiple buy-in and the timing for the participant to provide the information to the CSD?

<ESMA_QUESTION_TS_CSDR_7>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_7>
What are your views on the proposed draft RTS related to the buy-in timeframe and extension period?

<ESMA_QUESTION_TS_CSDR_8>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_8>
What are your views on the proposed draft RTS related to the type of operations and their timeframe that render buy-in ineffective?

<ESMA_QUESTION_TS_CSDR_9>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_9>
What are your views on the proposed draft RTS related to the calculation of the cash compensation?

<ESMA_QUESTION_TS_CSDR_10>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_10>
What are your views on the proposed draft RTS related to the conditions for a participant to consistently and systematically fail?

<ESMA_QUESTION_TS_CSDR_11>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_11>
What are your views on the proposed draft RTS related to the settlement information for CCPs and trading venues?

<ESMA_QUESTION_TS_CSDR_12>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_12>
What are your views on the proposed draft RTS related to anti-avoidance rules for cash penalties and buy-in?

<ESMA_QUESTION_TS_CSDR_13>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_13>
Do you agree that 18 months would be an appropriate timeframe for the implementation of the settlement discipline regime under CSDR? If not, what would be an appropriate timeframe in your opinion? Please provide concrete data and evidence justifying a phase-in for the settlement discipline measures and supporting your proposals.

<ESMA_QUESTION_TS_CSDR_14>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_14>
What are your views on the proposed draft RTS on CSD authorisation (Chapter II of Annex II) and draft ITS on CSD authorisation (Chapter I of Annex VI)?

<ESMA_QUESTION_TS_CSDR_15>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_15>
What are your views on the proposed draft RTS on CSD review and evaluation (Chapter III of Annex II) and draft ITS (Chapter II of Annex VI)?

<ESMA_QUESTION_TS_CSDR_16>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_16>
What are your views on the proposed draft ITS on cooperation arrangements as included in Chapter III of Annex VI?

<ESMA_QUESTION_TS_CSDR_17>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_17>
What are your views on the proposed draft RTS on CSD recognition (Chapter IV of Annex II)?

<ESMA_QUESTION_TS_CSDR_18>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_18>
What are your views on the proposed approach regarding the determination of the most relevant currencies?

<ESMA_QUESTION_TS_CSDR_19>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_19>
What are your views on the proposed draft RTS on banking type of ancillary services (Chapter VI of Annex II) and draft ITS on banking type of ancillary services (Chapter IV of Annex VI)?

<ESMA_QUESTION_TS_CSDR_20>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_20>
What are your views on the proposed draft RTS on CSD participations (Chapter II of Annex III)?

<ESMA_QUESTION_TS_CSDR_21>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_21>
What are your views on the proposed draft RTS on CSD risk monitoring tools (Chapter III of Annex III)?

<ESMA_QUESTION_TS_CSDR_22>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_22>
What are your views on the proposed draft RTS on CSD record keeping (Chapter IV of Annex III) and draft ITS on CSD record keeping (Annex VII)?

<ESMA_QUESTION_TS_CSDR_23>
With regard to the ITS on CSD record keeping (Annex VII) we note the requirement to include Legal Entity Identifier and National Identifier of CSD Participants’ clients within the Transaction/Settlement instruction (flow) records (Table 1, Fields 15 &16).  It is not clear whether there will be additional rules in terms of populating this level of detail i.e. whether it is mandatory or optional but if mandatory we believe this could have a significant operational impact without any visible benefit.  

Member States are already obliged to operate reporting mechanisms for this level of data under MiFID and this information is currently passed outside the CSD.  Any additional requirement to also pass this data within CSD transactional information would impose an unnecessary duplication in terms of reporting.  Additionally, settlement instruction message sizes would increase considerably if this detail has to be included for all transactions e.g. a single purchase for a Dividend Reinvestment Plan might be representing many thousands of underlying beneficial holders, and we are concerned that the efficiency of CSD settlement systems would suffer as a result.

We therefore believe that these fields should either be removed from the ITS, or alternatively the field descriptions should be reworded such that this information should only be provided where Member State requirements dictate that transaction reporting is passed via the CSD.
<ESMA_QUESTION_TS_CSDR_23>
What are your views on the types of records to be retained by CSDs in relation to ancillary services as included in the Annex to the draft RTS on CSD Requirements (Annex III)? Please provide examples regarding the formats of the records to be retained by CSDs in relation to ancillary services.

<ESMA_QUESTION_TS_CSDR_25>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_25>
What are your views on the proposed draft RTS on reconciliation measures included in Chapter V of Annex III?

<ESMA_QUESTION_TS_CSDR_25>
We agree that the proposals are broadly adequate although we feel the standards would benefit from some additional clarification regarding the scope of reconciliation – see our additional responses to questions 26 and 27 below. 

However, we are concerned that issuers and their agents in many regards have been disenfranchised from the proposals in relation the reconciliation of the issuer’s securities.  In particular, the Issuer and any Issuer Agent (e.g. registrar) should be added to the list of parties to be communicated with in the event of any problem related to reconciliation (Article 17, paragraphs 2, 3 & 4).  While this is particularly of concern in markets where other entities such as registrars are involved in the reconciliation process, issuers in all markets should be made aware of any undue creation or deletion of their securities and of the suspension of the securities from settlement. Issuers should also be added to the list of other entities defined in Article 4, paragraph 2 (Risk management and internal control mechanisms).

We are also concerned about the proposed Article 17(2) of the draft RTS which states that: "Where the reconciliation process reveals an undue creation or deletion of securities, the CSD shall suspend the securities issue for settlement until the undue creation or deletion of securities has been remedied." (our emphasis added)  Whilst suspension may be appropriate in the event of major reconciliation problems i.e. if a large number of securities holdings are affected or if a few holders are affected in a substantial way, it may be counter-productive in the event of minor issues i.e. if it affects a small fraction of the entire issue and/or very few securities holders. In this scenario, suspension may unnecessarily damage the interests of investors and issuers. We would recommend that the article should be amended to allow exercise of a form of supervised discretion in the event that suspension is appropriate, as follows: 
[bookmark: _GoBack]“Where the reconciliation process reveals an undue creation or deletion of securities, the CSD may, after having consulted with the competent authority suspend the securities issue for settlement until the undue creation or deletion of securities has been remedied."
<ESMA_QUESTION_TS_CSDR_25>
Do you believe that the proposed reconciliation measures where other entities are involved in the reconciliation process for a certain securities issue within the meaning of Article 37(2) of CSDR are adequate? Please explain if you think that any of the proposed measures would not be applicable in the case of a specific entity. Please provide examples of any additional measures that would be relevant in the case of specific entities.

<ESMA_QUESTION_TS_CSDR_26>
In general we believe that the measures specified in Article 16 are adequate and sufficient to ensure integrity between parties on a day to day basis.  This also includes situations where Corporate Action calculations are performed by another entity where the CSD has insufficient information to verify the calculations.  In these instances reconciliation is assured by the following process: -

· The other entity will have reconciled any existing securities on the previous day – this will minimally include the reconciliations described in Article 16 1(a) and (b), and will also include a full reconciliation as outlined in (c) if a record date applies.
· On payment date the other entity will instruct the resultant securities that are to be credited to CSD securities accounts.
· At the end of payment date the other entity will perform the reconciliations described in Article 16 1(a) and (b).  Any securities account that has received Corporate Action proceeds will be reconciled in (b) above. 

With regard to the proposal in paragraph 1(c) that a full reconciliation is carried out weekly we believe the proposed frequency is an unnecessary burden and has potential to impede critical events such as infrastructure projects (CSD upgrades), market changes (e.g. dematerialisation) and large Corporate Actions.  Member States should have flexibility to prioritise such events over any full reconciliation requirement which is essentially a secondary integrity check to guard against record keeping differences that have not already been highlighted in the daily reconciliation.  In the UK and Ireland the existing arrangement is for a full reconciliation between the Registrar and CSD to be undertaken quarterly and we do not recall any reconciliation failures identified via this arrangement since inauguration of the CREST system in 1996.  Consequently, if the frequency of such reconciliations is to be increased we believe that a monthly or fortnightly obligation gives sufficient scope to ensure preservation of integrity without a substantial overhead in terms of scheduling and administering key events.
<ESMA_QUESTION_TS_CSDR_26>
What are your views on the proposed reconciliation measures for corporate actions under Article 15 of the draft RTS included in Chapter V of Annex III?

<ESMA_QUESTION_TS_CSDR_27>
Article 15, paragraph 2 specifies that the CSD shall perform an additional reconciliation ensuring that all securities accounts maintained by the CSD are updated correctly following a Corporate Action.  However it is unclear as to whether this requires the CSD to check that the entitlement has been calculated correctly.  Note that where a third party such as a registrar or other Issuer Agent has calculated the entitlements they will often be doing so using information that is not disclosed to the CSD e.g. elections outside the CSD, tax status, conversion rates, allocation policy etc. 
We recommend that ESMA adopt more specific wording to clarify that the CSD is only responsible for reconciling entitlement calculations performed by themselves e.g. “When a corporate action has been processed by a CSD, they shall perform an additional reconciliation ensuring that all securities accounts maintained by the CSD are updated correctly.”  
As indicated in our response to Question 26 above, the reconciliation obligations referred to in Article 16, 1(a) and (b) already ensure integrity where another entity is calculating/instructing Corporate Action entitlements.
<ESMA_QUESTION_TS_CSDR_27>

What are your views on the proposed draft RTS on CSD operational risks included in Chapter VI of Annex III?

<ESMA_QUESTION_TS_CSDR_28>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_28>
What are your views on the proposed draft RTS on CSD investment policy (Chapter VII of Annex III)?

<ESMA_QUESTION_TS_CSDR_29>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_29>
What are your views on the proposed draft RTS on access (Chapters I-III of Annex IV) and draft ITS on access (Annex VIII)?

<ESMA_QUESTION_TS_CSDR_30>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_30>
What are your views on the proposed draft RTS on CSD links as included in Chapter IV of Annex IV?

<ESMA_QUESTION_TS_CSDR_31>
We question the definition of ‘investor CSD’ in chapter I.  It is defined as ‘a CSD which has a link with an issuer CSD either directly or via an intermediary allowing its participants to hold securities in its securities settlement system which were issued through the issuer CSD’.  However in many instances the investor CSD will be recording some form of entitlements to the immobilised security held through custody at the Issuer CSD, rather than the securities per se.  This is relevant to ensure that the total issued capital is not inflated by inclusion of the investor CSD positions, and to facilitate proper reconciliation, and the administration of shareholder voting and other shareholder rights.  The entitlements held at the investor CSD are not fungible with the Issuer CSD assets.  

Where there is a reconciliation issue between the positions recorded in the Investor CSD and the records of securities held in the Issuer CSD, the Issuer CSD will hold the definitive record which is reconciled to total securities issue as provided in chapter V of the proposed draft RTS.  Resolving the imbalance should therefore be the responsibility of the Investor CSD.  

We do not agree that a reconciliation issue between issuer and investor CSDs should result in the suspension of settlement of the issuer’s securities at the Issuer CSD, where the issuer CSD is otherwise reconciled to the total securities issue.  However we agree that suspension at the investor CSD may be appropriate if the imbalance cannot be remedied.   

Further, as per our response to Question 25 the Issuer and Issuer Agent (if relevant) should be added to the list of parties to be communicated with in the event of any problem related to reconciliation or suspension from settlement.
<ESMA_QUESTION_TS_CSDR_31>
What are your views on the proposed draft RTS on internalised settlement (Annex V) and draft ITS on internalised settlement (Annex IX)?

<ESMA_QUESTION_TS_CSDR_32>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_TS_CSDR_32>
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