EUROPEAN CENTRAL BANK

EUROSYSTEM

T2S CHANGE REQUEST FORM

General Information (Origin of Request)
X] User Requirements (URD) or GUI Business Functionality Document (BFD)
[[] Other User Functional or Technical Documentation (SYS)

Request raised by: Clearstream Institute: CSD Date raised: 20/01/2025

Request title: T2S should not create a realignment chain in mixed Request No.: T2S 0846 URD
scenarios where one realignment chain ends in T2S but the other one
ends outside of T2S with an External CSD

Request type: Common Classification: Scope Enhancement Urgency: Normal

1. Legal/business importance parameter': High 2. Market implementation efforts parameter?: Medium
3. Operational/Technical risk parameter®: Low 4. Financial impact parameter*: Medium-low
Requestor Category: CSD Status: Allocated to a Release

Reason for change and expected benefits/business motivation:

The T2S Realignment chain calculation needs to be adjusted to reject the creation of the chain in a particular mixed
cross-CSD settlement scenario where one realignment chain ends outside of T2S with an External CSD while the
other one ends with an Issuer CSD inside T2S. This scenario creates an undesired business impact on the CSD
operations and should be rejected by T2S.

Generally speaking, the realignment application process handles the cases of:

e Cross-CSD settlements, i.e. settlements between T2S Actors of different CSDs, the latter being in T2S.
e External-CSD settlements, i.e. settlements between T2S Actors of different CSDs, with some of the CSDs
involved in the settlement being external to T2S.

Cross-CSD settlement is achieved in T2S with the simultaneous booking of cash and securities for Settlement
Instructions between participants of different CSDs. Once incoming Settlement Instructions are matched (or validated
for already matched incoming Settlement Instructions), the realignment application process creates automatically all
the requested Settlement Instructions between the involved CSDs, referred hereafter as T2S generated realignment
Settlement Instructions. This automatic generation relies on links set in the static data between the relevant CSDs
and does not request from the T2S Actors any other action. It takes place immediately following either the validation
of already matched Settlement Instructions, or the matching of Settlement Instructions matching in T2S.

Upon the matching of Settlement Instructions, or upon the validation of already matched Settlement Instructions, if
the need to realign is identified, the realignment application process creates automatically the T2S generated
realignment settlement Instructions, based on the securities CSD links set by CSDs in the static data.

In particular, the realignment generic process works as follows:

Starting from the two matched Settlement Instructions which include the counterparts, their CSDs, the security and
the securities accounts, the realignment process performs its analysis according to two steps:

1. Building the two realignment chains, starting from both investor CSDs, ending at the issuer CSD of the
security. This step is performed by reading the static data, storing the role of all the CSDs (investor,
issuer, technical issuer), their participation in T2S (in or external), their links to other CSDs;

2. Generating all the T2S generated realignment Settlement Instructions, using the securities accounts

' Legal/business importance parameter was set to ‘High’ because with this change implemented, the risk that a
transaction is accidentally submitted impacting the Issuance account is eliminated.

2 Market implementation effort parameter was set to ‘Medium’ since not a long test campaign would be requested on
the side of the CSDs, NCBs or 4CB.

8 Operational/technical risk parameter was set to ‘Low’ since this change does not create any operational of technical
risk.

4 Low < 100kEUR < Low-Medium < 200 kEUR < Medium < 400kEUR < High < 700kEUR < Very high
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(mirror, omnibus and inter CSD) stored in the static data, and linking them to the underlying matched
Settlement Instructions.

Building the realignment chain from the delivering investor CSD to the issuer CSD of the security:

The realignment process identifies the investor CSD of the T2S Actor delivering the securities, allowing the
identification within the static data of its technical issuer CSD for the specific security. The analysis is performed to
identify all CSDs involved in the realignment chain and stops when:

e The investor CSD is its own technical issuer CSD (i.e. it is the issuer CSD), or;

e The technical issuer CSD is not participating to T2S (i.e. with the external CSD party type).

Building the realignment chain from the receiving investor CSD to the issuer CSD of the security

The realignment process then performs the same analysis as for the delivering realignment chain starting from the
investor CSD of the T2S party receiving the securities.

Generating the realignment Settlement Instructions

The realignment application process generates the T2S generated realignment Settlement Instructions starting from
both investor CSDs and for each step identified in the realignment chains. The T2S generated realignment
instructions debit and credit the deliverable securities positions.

At each step, depending on whether the technical issuer CSD is in or outside T2S:

e Ifthe technical issuer CSD is in T2S, a T2S generated realignment Settlement Instruction is created affecting
the mirror account of the technical issuer CSD in the investor CSD .

e Ifthe technical issuer CSD is outside of T2S, a T2S generated realignment Settlement Instruction is created
affecting the inter-CSD account of the technical issuer CSD in the investor CSD.

In the particular case of multi-issued securities where two issuer CSDs in T2S are affected, the instructions created
at the level of these CSDs are affecting their main issuance accounts, instead of a mirror or an inter-CSD account.

The realignment application process iterates the same process at the level of the technical issuer CSD and, when

required, creates at that level two T2S generated realignment Settlement Instructions between the omnibus account
of the previous investor CSD and either the mirror or the inter-CSD account of the following technical issuer CSDS.

Business case triggering this change:

In the following scenario the realignment chain built by T2S is creating undesired operational issues on the CSD
operations. The example detailed is as follows:

CSD I is defined as Issuer CSD of security A.

CSD A is defined as Investor CSD of security A with technical issuer ‘CSD I'.
CSD B is defined as Investor CSD of security A with technical Issuer ‘CSD C'.
CSD C is defined as External CSD by CSD B.

CSD C is defined as Issuer CSD of security A by CSD B.

5 For a more detailed information on this process, please check the T2S UDFS and 1.6.1.10.3 Realignment process.
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T2S
SYSTEM TYPE INVESTORNSSUER TECHISSU
ENTITY ER
cspi ISSUER CsDI
7777777777777777777777 CSDA INVESTOR CSDA CsDI
CSDB INVESTOR CSDB CsDC
CsSDB ISSUER csDC

Investor CSD A

Investor CSD B External CSD C
(Issuer)

| CSD Participant I: :I CSD Participant I

In this scenario, Investor CSD A has configured a T2S link to the Issuer CSD | while Investor CSD B accesses the
Issuer CSD | via the external technical Issuer CSD C that has a participant account within Issuer CSD I. Since T2S
cannot create realignment instructions in external CSDs, if a counterparty of CSD A wants to deliver securities to a
counterparty in CSD B, such flows would generally be handled via two separate transactions in T2S:

- A cross-CSD transaction between the delivering party in CSD A and a receiving party in CSD | which is the
external CSD C set up as a participant of CSD I. This would create two realignments:
o Intra-CSD realignment to debit the Participant account in CSD A and credit the mirror account of
CSDAInCSD I.
o Intra-CSD realignment to debit the omnibus account of CSD A in CSD | and to credit the participant
account of the External CSD C in CSD | (defined as standard CSD participant but in reality being
External CSD C).
- An external CSD transaction in Investor CSD B, from the delivering party ‘External CSD C’ to the receiving
party. This will debit the inter-CSD account of the ‘External CSD C’ and credit the participants account of
the receiving party.

However, even if from a business viewpoint this scenario should be handled with separate transactions, it could be
the case that two settlement instructions were submitted to T2S with the following details:
- InInvestor CSD A, a delivering settlement instruction from Delivering Party ‘Party1’ to the receiving party
‘Party 2’ in Investor CSD B.
- Ininvestor CSD B, a receiving settlement instruction from Delivering Party ‘Party 1’ to the receiving party
‘Party 2’ in Investor CSD B.

These instructions would match in T2S and be handled as one single transaction instead of two different transactions
as the example explained before. The realignment process would be triggered as follows:

- From the delivering party, the process would be stopped at CSD | since CSD | is the Issuer CSD.
- From the receiving party, the process would be stopped at the External CSD C.

Now, T2S generates the following realignment instructions:
- InInvestor CSD A, a receiving realignment instruction crediting the mirror account of CSD A and debiting
the participant account of ‘Party 1°.
- Inlssuer CSD I, a receiving realignment instruction crediting the Issuance account of Issuer CSD | and
matched with a realignment instruction debiting the omnibus account of CSD A in CSD I.
- InInvestor CSD B, a delivering realignment instruction debiting the inter-CSD account of External CSD C
and matched with the business receiving instruction that credits the participant account of ‘Party 2’.

In this scenario, one realignment chain would end with an Inter-CSD account while the other realignment chain
impacts the issuance account within the Issuer CSD I. Obviously those chains are not connected, and neither are
they consistent. Moreover, since there is no case of multi-issued security, the issuance account of the Issuer CSD |
should not be impacted.

In the future, T2S should only accept consistent combinations of realignment chains:
¢ Delivering and receiving realignment chain end in the same Issuer CSD inside T2S
e Delivering and receiving realignment chain end in two different Issuer CSDs inside T2S
e Delivering and receiving realignment chain end in External CSDs (impacting Inter-CSD accounts.)
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This new logic should be implemented after the realignment chain analysis process has assessed the security CSD
links to create the chain, being them default links or alternative links, if any.

To prevent other, inconsistent combinations, T2S should adjust the logic of the Realignment chain calculation process
to reject the creation of the chain in such cases using new business rules.

Description of requested change:

The T2S Realignment calculation logic should be updated to reject the creation of the realignment chain in the
following case, after analysis of the relevant securities CSD links:

- From the delivering Investor CSD, the realignment chain analysis stops at an Issuer CSD inside T2S.
- From the receiving Investor CSD, the realignment chain analysis stops at an External CSD (regardless
whether it is configured as External Issuer CSD or not).

The same rejection should be applied in the opposite direction, i.e. when the delivering Investor CSD stops at an
External CSD and the receiving Investor CSD stops at an Issuer CSD inside T2S.

In such scenarios, the realignment instructions shall not be generated, and the business settlement instructions shall
be cancelled using the following business rule:

Description Incoming Reply Code Reason Error Text

Message

Message

Utilisation

SPRCXXX | Settlement n/a sese.024 CANC CANS Settlement
instructions are (CANCELLED) instruction is
cancelled if the cancelled
delivering because of
realignment chain inconsistent
ends at an Issuer realignment
CSD inside T2S chains.
while the receiving
realignment chain
ends at an External
CSD.

SPRCXXX | Settlement n/a sese.024 CANC CANS Settlement
instructions are (CANCELLED) instruction is
cancelled if the cancelled
delivering because of
realignment chain inconsistent
ends at an External realignment
CSD while the chains.
receiving
realignment chain
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ends at an Issuer

CSD inside T2S.

Submitted annexes / related documents:

Outcome/Decisions:

*ECB on 20 January 2025: the ECB team checked the completeness of the CR template, assigned change request
number CR-0846 and informed the CR initiator.

*CRG on 25 February 2025: the CRG agreed to request the preliminary assessment of CR-0846.

*CRG on 14 July 2025: the CRG agreed to recommend CR-0846 for authorisation by the T2S Steering Level.

*CSG on 18 July 2025: the CSG agreed to authorise CR-0846.

*NECSG on 18 July 2025: the NECSG agreed to authorise CR-0846.

*MIB on 31 July 2024: the MIB agreed to authorise CR-0846.

*PMG on 24 February 2026: the PMG agreed to launch the detailed assessment of CR-0846 with a view of scoping
in R2027.NOV.

*CRG on 1 June 2026: the CRG agreed to recommend to the PMG the inclusion of CR-0846 in the scope of
R2027.NOV.

*OMG on 1 June 2026: the OMG identified no operational impact from the inclusion of CR-0846 in the scope of
R2027.NOV.

*PMG on 3 June 2026: the PMG agreed to recommend the inclusion of CR-0846 in the scope of R2027.NOV.
*CSG on 16 June 2026: the CSG approved the inclusion of CR-0846 in the scope of R2027.NOV.

*NECSG on 16 June 2026: the NECSG approved the inclusion of CR-0846 in the scope of R2027.NOV.

*MIB on 17 June 2026: the MIB approved the inclusion of CR-0846 in the scope of R2027.NOV.
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Documentation to be updated:

GFS:

3.5.5.3 Descriptions of the functions of the module...
Revalidation and cancellation of possible existing T2S generated settlement instructions

Reference Id SETT.SPS.RCA.2.4

This step is executed only at the start of day period. The function re-calculates the new realignment chain
and compares it with the old one calculated the day before.

If the two realignment chains are identical, then the function revalidates the current T2S generated
Settlement Instructions to check whether some restrictions apply on them. Otherwise, in case of
discrepancies between these two realignment chains due to a static data update, the Realignment Chain
Analyser function cancels the T2S generated Settlement Instructions and their related Matching Objects
previously created,and generates new ones.

In the scenario where both investor CSDs are in T2S, one issuer in T2S and one external issuer (or
investor) CSD are involved, T2S cancels the business settlement instructions in order to prevent
impacting the issuance account.

Generating the realignment settlement instructions
Reference Id SETT.SPS.RCA.2.5

This step is performed only in the case of a first settlement attempt or when the existing T2S generated
Settlement Instructions and their related Matching Objects have been cancelled at the previous step.

When the final chain affects one single CSD (scenarios intra or intra-like or in some cases of In/Out), the
function does not create T2S generated settlement instructions.

In all the other cases, this step starts from both Investor CSDs:

| i they are relying on a Technical Issuer CSD in T2S (via either “default” or “alternative” security
CSD links), a T2S generated Settlement Instruction is created affecting the mirror account of the
Technical Issuer CSD against the T2S Party account;

| If they are relying on a Technical Issuer CSD outside of T2S, a T2S generated Settlement
Instruction is created affecting the inter-CSD account of the Technical Issuer CSD against the
T2S Party account.

The function iterates the same process at the level of the Technical Issuer CSD and, when required,
creates at that level two T2S generated Settlement Instruction between the omnibus account of the
previous Investor CSD and either the mirror or the inter-CSD account of the following Technical Issuer
CSD.

When the CSD at which both parts of the chain merge is reached and if that CSD is different from the
Issuer CSD, a complementary analysis is required:

| Ifthat CSDis using the same omnibus account for both of its T2S Parties (or Investor CSD), two
T2Sgenerated Settlement Instruction affecting two T2S Parties accounts (or omnibus accounts
of CSDs) are created;

|  Otherwise, the function creates the T2S generated Settlement Instructions between the T2S
Parties accounts (or omnibus account of CSDs) and either the mirror or the inter-CSD account
of the following Technical Issuer CSD. In addition, the function creates the T2S generated
Settlement Instructions between the omnibus accounts of the current Investor CSD in the
following Technical Issuer CSD.

In the particular case where two Issuer CSDs in T2S are affected, the instructions created at the level of
these CSDs are affecting their issuance accounts instead of a mirror or an intra-CSD account.
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In such a scenario, the preference should be given to the “alternative” links over “default” links, if the
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configuration of the security CSD links in reference data allows it.

For each pair of T2S generated Settlement Instructions created, the function also creates the related

Matching Object with a common matching reference.

However, in the scenario where the delivering and the receiving Investor CSDs are in T2S and one issuer

CSD in T2S is involved whereas an external CSD is also involved, T2S automatically cancels the

business settlement instructions in order to prevent impacting the issuance account.

List of scenarios
Reference Id SETT.SPS.RCA.2.6
SCENARIOS 146 TITLE UR REF COMMENT
External 4 The Issuer CSD is | {T2S.02.130} Unconditional  In/Out
external to T2S and | (12s.09.420} (In-ternal  Cross-CSD
both Investor CSDs are like)
in T2S
External 5 One Issuer CSD is in | {T2S.02.130} Business  settlement
T2S. one external to | {125.09.420} instructions are
T2S and both Investor cancelled.
CSDs are in T2S
UDFS:
1.6.1.10 Realignment

.1-..6.1 .10.3 realignment process

Generating the realignment settlement instructions
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In some the particular cases where two issuer CSDs in T2S are affected listed-below, the realignment
instructions created at the level of each issuer CSD are affecting its their main issuance account in T2S,

instead of a mirror or an inter-CSD account:.

These main issuance accounts are not affected if an alternative link pointing the counterpart CSD is
detected in the delivering or receiving chain. In this case, the created T2S generated realignment
Settlement Instruction affects the omnibus account of the investor CSD in the counterpart CSD against
the counterpart T2S Party account:

Derivation of the issuance account in T2S

In case of multi-issued securities where two issuer CSDs are in T2S, the realignment instructions created

at the level of each issuer CSD affect its main issuance account in T2S, instead of a mirror or an inter-
CSD account

When the realignment chain starts from or/and ends to a CSD external to T2S and there is at least one
issuer CSD in T2S, T2S automatically ereatesrealignment-cancels the business settlement instructions
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in order to prevent affecting its main issuance account in an inconsistent way ofthe T2S-IN-issuer CSD
i o ) . oSO .

External-CSD settlement scenarios

EXAMPLE FIRST LAST GLOBAL SETTLEMENT PART OF THE SETTLEMENT CHAIN
DELIVERI | RECEIVIN CONSIDERED BY T2S

Example 102 - Internal External The first delivering investor The receiving chain starts outside T2S.
Receiving investor CSDis in T2S and the last  The linked CSD in T2S via default links is
CSD external to T2S receiving investor CSD is the technical issuer. So, T2S identifies

[ 420] external to T2S the Omnibus a/c which receives the

securities in T2S.

No alternative link can be considered as
it can only be set up between a T2S-in
investor CSD, pointing to a T2S-in

technical issuer CSD.

Example 103 - Internal External The first delivering investor The delivering chain ends outside T2S.
Receiving investor CSDis in T2S and the last  The linked CSD in T2S via default links is
CSD and issuer CSD receiving investor CSD is the investor CSD. So, T2S identifies the
external to T2S [ 422] external to T2S inter CSD a/c which receives the

securities in T2S.

No alternative link can be considered as
it can only be set up between a T2S-in
investor CSD, pointing to a T2S-in

technical issuer CSD.
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EXAMPLE FIRST LAST GLOBAL SETTLEMENT PART OF THE SETTLEMENT CHAIN
DELIVERI | RECEIVIN CONSIDERED BY T2S

Example 104 - External Internal  The first delivering investor The receiving chain ends outside T2S.
Delivering investor CSD is external to T2S and The linked CSD in T2S via default links is
CSD and issuer CSD the last receiving investor the investor CSD. So, T2S identifies the
external to T2S [ 425] CSDis in T2S. inter CSD a/c which delivers the

securities in T2S.

No alternative link can be considered as
it can only be set up between a T2S-in
investor CSD, pointing to a T2S-in

technical issuer CSD.

Example 105 - The Internal Internal  Both delivering and The delivering chain ends outside T2S.
issuer CSD is external receiving investor CSDs are The linked CSD in T2S via default links is
to T2S and both in T2S but the issuer CSD is the investor CSD. So, T2S identifies the
investor CSDs are in external to T2S. inter CSD a/c which receives the

T2S [ 428] securities in T2S.

The receiving chain ends outside T2S.
The linked CSD in T2S via defaults links
is the investor CSD. So, T2S identifies
the inter CSD a/c which delivers the

securities in T2S.

T2S checks whether an alternative link
pointing to the first delivering investor
CSD or to the last receiving investor
CSD can be considered. If yes, this
alternative link must be used as a

preference in the realignment chain.

Example 106 - Two External External Both delivering and The delivering chain starts outside T2S.

investor CSDs external receiving investor CSDs are The linked CSD in T2S via default is the

to T2S and one issuer external to T2S, the issuer technical issuer. So, T2S identifies the

CSD in T2S [ 435] CSDis in T2S. omnibus a/c which delivers the securities
in T2S.

The receiving chain starts outside T2S.
The linked CSD in T2S is the technical
issuer. So, T2S identifies the omnibus

al/c which receives the securities in T2S.

10
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EXAMPLE FIRST LAST GLOBAL SETTLEMENT PART OF THE SETTLEMENT CHAIN
DELIVERI | RECEIVIN CONSIDERED BY T2S

No alternative link can be considered as
it can only be set up between a T2S-in
investor CSD, pointing to a T2S-in

technical issuer CSD.

Example 107 — Two Internal Internal  Both delivering and The receiving-chain-ends-outside T2S-
Reeceiving investor receiving investor CSDs are Fhelinked-CSD-inT2S-is-the receiving
CSDs in T2S, one in T2S but one issuer CSD  investor CSD-So,T2S-identifies-the-inter
issuer CSD in T2S and is in T2S and the-otherone CSD-alc-which-delivers-the-securities-in
one external issuer (or issuer (orinvestor) CSDis F2S-

investor) CSD is external to T2S.

The business settlement instructions are

external to T2S [ 437] cancelled in order to prevent impacting

the issuance account in T2S.

Scenarios — Both internal delivering and receiving Investor CSD, one issuer CSD in T2S and
one external issuer CSD (not allowed in T2S)

These scenarios relate to external-CSD settlements with a global settlement chain starting in T2S and
ending in T2S.

In such scenarios, the incoming business Settlement Instructions delivering from the investor CSD A to
the investor CSD B have the following main characteristics:

I For the delivering:
— ltis instructed by the delivering counterpart;
— Itindicates a securities account existing in T2S;
— ltis in relationship with the issuer CSD in T2S;

| For the receiving:
— Itis instructed by the receiving counterpart;
— lItindicates a securities account existing in T2S;
— Itis in relationship with an external issuer CSD.

EXAMPLE 107 - RECEIVING INVESTOR CSD IN T2S, ONE ISSUER CSD IN T2S AND ONE EXTERNAL ISSUER CSD

This example describes the case of a settlement where participant A from investor CSD A in T2S is selling
securities to participant B from investor CSD B in T2S as well and where:

11
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I The investor CSD A in T2S in relationship with the issuer CSD | in T2S;
I The investor CSD B in T2S in relationship with an external issuer CSD C;
I Theissuer CSD | in T2S.

DIAGRAM 119 - SETTLEMENT CHAIN RECEIVING INVESTOR CSD EXTERNAL TO T2S

T2S
ISSUER CSD | |
|
|
|
INVESTOR INVESTOR ISSUER
CSD A CSD B - — CSD C
art of the settlement chain °
@ considered by T2S
® Global settlement chain ®

In_such a scenario, T2S does not generate any realignment settlement instructions. The business

settlement instructions are cancelled instead, in order to prevent impacting the issuance account.

12
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4.1 Index of Business Rules and Error Codes

BR Name Description Inbound Reply Code Reason Error Text
Message Message Use Code
SPRCO012 | A Business settlement | n/a sese.024 | <Canc> | CANS A Business settlement
instruction is cancelled instruction is cancelled
when the realignment when the realignment
chain has changed after it chain _has changed

15
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has been already partially after it has been
settled already partially
settled.

SPRCO013 | Settlement instructions are | n/a sese.024 | <Canc> | CANS Settlement instruction
cancelled if the delivering is_cancelled because
realignment chain ends at of inconsistent
an Issuer CSD inside T2S realignment chains.

while the receiving

realignment chain ends at

an External CSD.

SPRCO014 | Settlement instructions are | n/a sese.024 | <Canc> | CANS Settlement instruction
cancelled if the delivering is_cancelled because
realignment chain ends at of inconsistent
an External CSD while the realignment chains.
receiving realignment

chain_ends at an Issuer

CSD inside T2S

Preliminary assessment:

¢ Financial impact: Medium-low

e Impacted modules: SETT, DWH

¢ Impact on other Eurosystem Services or Projects: No impact on other Eurosystem Services (T2, TIPS,
ECMS)

¢ Risk analysis: No risks have been identified

¢ Findings:

The objective of this Preliminary Assessment is to solve an issue faced by one CSD in Production which raised the
creation of the INC000000297025 in May 2021. The incident reported that in a Cross-CSD scenario involving a multi-
issued security with an Issuer CSD in T2S and an External Issuer CSD, a realignment settlement instruction
generated by T2S impacted the Issuance securities account in T2S while such scenario was not clearly described in
T2S UDFS.

The editorial Change Request for R2025.JUN has included in the T2S UDFS the missing scenario as a workaround
solution.

With the CR-846, following changes should be implemented in T2S in order to prevent impacting the Issuance
accounts in such a scenario:

¢ Implementation in the Realignment Chain Analyser function of the new Business Rules to trigger the
cancellation of the business settlement instructions in the scenario where one chain (delivering or
receiving) stops at an Issuer CSD inside T2S whereas the other chain (receiving or delivering) stops at
an External CSD (regardless whether it is configured as External Issuer CSD or not).
e SDD (GFS + UDFS) updates in order to:
- Remove the clarification previously added via an editorial Change Request for R2025.JUN
(INC000000297025), to explicit the current behaviour in T2S for the scenario targeted by this CR.
- Add the description of the new solution proposed by the CR, consisting of cancelling the business
settlement instructions in such a scenario.

16
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Working Assumptions:

e Itis assumed that the CR-846 will not modify the logic of the CR-797 when it comes to make the choice
between using the “Default” Security CSD links or “Alternative” links. In other words, T2S will trigger
the new BRs for instructions cancellation after the realignment chain has been built according to the
logic introduced by the CR-797. Once the logic in the CR-797 has been followed, T2S will thus cancel
the business instructions if one chain ends at a T2S-IN issuer CSD and the other chain ends at an
External CSD.

[CRG answer] Correct, the logic of CR-0797 should not be modified by CR-0846 since the realignment logic will be
first built and afterwards the logic of CR-0846 will be triggered.

e Considering the scenario triggering this change (as drafted at Page 3) and if an “Alternative” link
configured between the Investor CSD A and the Investor CSD B is usable, it is assumed that the
realignment chain will be built according to this “Alternative” link and thus, the new Business Rules will
not be triggered.

[CRG answer] Correct.

e The scenario where the delivering chain ends at an External CSD and the receiving chain also ends at
another External CSD is out of scope of this CR. Such a scenario will not trigger the new Business
Rules (See the diagram below):

[CRG answer] Correct, the scenario where both legs end at an External CSD is out of the scope of this CR-0846.

T2S

Investor CSD B Investor CSD C

| Delivering CSD Participant |<—b| Receiving CSD Participant |

A 4 A 4

External (Issuer) CSD A External (Issuer) CSD D

e Open issues/ questions to be clarified by the originator:

The two diagrams drafted below also correspond to mixed scenarios where one realignment chain ends in T2S but
the other one ends outside of T2S with an External CSD. Even if they are a bit different from the scenario highlighted
in the CR, the common context is that one In-T2S Issuer and one External Issuer CSD are involved.

To prevent any confusion or misunderstanding, 4CB invites the originator of the CR to clarify how T2S should manage
the two following scenarios where:

1. The delivering chain starts outside T2S and stops at In-T2S Issuer CSD whereas the receiving chain starts
in T2S and stops at an External CSD (issuer or not).
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T2S

g Issuer CSD A

Investor CSD B External (Issuer) CSD D

| Delivering CSD Participant I# :I Receiving CSD Participant |

2. The delivering chain starts in T2S and stops at an External CSD (issuer or not) whereas the receiving chain
starts outside T2S and stops at In-T2S Issuer CSD.

T2S

Issuer CSD A

External (Issuer) CSD D Investor CSD B

| Delivering CSD Participant I: =I Receiving CSD Participant

[CRG answer] Correct, both cases depicted above should be covered by CR-0846.

Detailed assessment:

T2S Specific Components Common Components
LCMM Common Reference Data Management
Instructions validation Party data management
Status management Securities data management
Instruction matching Cash account data management
Instructions maintenance Securities account data management
Penalty Mechanism Rules and parameters data management
Access rights management

Settlement CRDM business interface

X Standardisation and preparation to settlement Report management
Night-time Settlement Query management
Daytime Recycling and optimisation Communication
Daytime Validation, provisioning & booking Outbound Processing
Auto-collateralisation Inbound Processing




—
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Liquidity Management

Outbound Information Management

NCB Business Procedures

Liquidity Operations

Statistics and archive

Short term statistical information

Legal archiving

T2S Interface

Eurosystem Single Market Infrastructure Gateway

Data Warehouse

Communication

Communication

Outbound Processing

Outbound Processing

Inbound Processing

Inbound Processing

T2S information management

Report management

Query management

Operational Services

Data Migration (T2S DMT)

Data Migration (CRDM DMT)

MOP Contingency Templates

Business Day Management

Omega Tool

Business Day Management business interface

AID Tool

Billing

Billing business interface

Operational and Business Monitoring

Impact on major documentation

Document

Chapter

Change

Impacted
GFS chapter

3.56.5.3

See description in “documentation to be
updated” chapter

Impacted UDFS
chapter

1.6.1.10 and 4.1

See description in “documentation to be
updated” chapter

Impacted URD
chapter

No impact

Additional
deliveries for
Message
Specification
(UDFsS,
MyStandards,
MOP contingency
templates)

No impact

UHB

No impact

External training
materials

No impact

Other impacted

documentation

(FA Sch. 05, FA
Sch. 07)

No impact

Impacted GDPR
message/ screen
fields

No impact

Links with other requests

Links

Reference

Title
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OVERVIEW OF THE IMPACT OF THE REQUEST ON THE T2S SYSTEM AND ON THE PROJECT \

Summary of functional, development, infrastructure and migration impacts

To avoid the generation of inconsistent realignment chains and to avoid impacting issuance accounts, T2S shall
in some specific cases reject the creation of the realignment chain and cancel the business instructions. New
business rules need to be introduced to cover these cases. External and internal documentation needs to be
updated to include these cases.

The Realignment Chain Analyzer function must be modified in order to trigger two new Business Rules and
request the cancellation of the business settlement instructions in the following scenarios:
e SPRCO013 when the realignment chain starting from the delivering business instruction ends at an
Issuer CSD in T2S while the realignment chain built from the receiving business instruction ends at an
External CSD (issuer or investor).
e SPRCO014 when the realignment chain from the delivering business instruction at an External CSD
(issuer or investor) while the realignment chain built from the receiving business instruction ends at an
Issuer CSD.in T2S.

Updates to GFS, UDFS and internal documentation related to the realignment chain analyzer as well as
corresponding development and testing is needed.

Main Cost Drivers
e Update of internal specifications and external documentations: 20%
e Implementation of the software changes: 21%
e  Functional validation and non-regression testing: 47%
Impact on other TARGET Services and projects
No impact on other Eurosystem Services (T2, TIPS, ECMS)
Summary of project risk
No risks have been identified during detailed assessment.
Security analysis
No adverse effect has been identified during detailed assessment.
Other impacts (yes/no)
No
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DG - MARKET INFRASTRUCTURE & PAYMENTS

target|

18 May 2026
Cost assessment on Change Requests
T2S-0846-URD - T2S should not create a realignment chain in mixed scenarios where one
realignment chain ends in T2S but the other one ends outside of T2S with an External CSD
Assessment costs*
One-off - Preliminary 2,000.00 | Euro
- Detailed 10,000.00 | Euro
One-off Development costs 146,558.94 | Euro
Operational costs
Annual - Maintenance costs 15,005.25 | Euro
- Running costs 0 | Euro

*The relevant assessment costs will be charged regardless of whether the CR is implemented (Cf. T2S Framework
Agreement, Schedule 7, par. 5.2.3).
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