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Annex 7: User Detailed Functional Specifications (UDFS)
Draft sections provided for CR-654 – Penalty Mechanism (updated with CR-715, CR-727 and CR-730)


Updates of existing UDFS sections are shown as underlined text when it is new, or as crossed text when it is removed.
For new UDFS sections included, the text is not shown underlined because everything is new. 
Whether a sections is new is market at the beginning of the section in green.













[bookmark: _GoBack]1.1. T2S Features Overview
1.1.1. Settlement
…
1.1.1.5 Penalty Mechanism (new section)
The Penalty Mechanism focuses on the daily Calculation of Penalties for failed Settlement Instructions as well as on providing the complementary features to manage Penalties which are necessary for T2S Actors. 
Every business day, the Penalty Mechanism: 
· Analyses the failed matched Settlement Instructions from the previous business day in order to see if they are eligible for penalties, hence, detecting new Penalties to be calculated;
· Calculates newly detected Penalties; 
· Processes, on a continuous basis except during the Calculation and Recalculation of Penalties, the requests sent by CSDs to modify (i.e. remove, re-include, re-allocate or switch) existing Penalties; 
· Performs the Recalculation of existing Penalties impacted by Static Data changes or flagged as to be recalculated after a modification; and
· Prepares the Reporting of new Penalties (i.e. the Daily Penalty List) and of modified Penalties (i.e. the List of Modified Penalties).
In addition, once a month, the Penalty Mechanism: 
· Performs the End of the Appeal Period process for Penalties detected on the previous month, which become not modifiable; and
· Prepares the Reporting of the aggregated amounts of Penalties detected on the previous month (Monthly Aggregated Amounts Report), which may be used for the collection and redistribution of Penalties performed by CSDs. 
All the Penalty reports (i.e. the Daily Penalty List, the List of Modified Penalties and the Monthly Aggregated Amounts) are available either in semt.044 format, or in a flat file format (the latter only for CSDs). 









1.2. Configuration of Parties, Securities and Accounts
…
1.2.7 Static data for penalties (new section)
T2S provides a settlement penalty calculation mechanism, which is described in detail in section 1.6.1.14. CSDs opting to make use of this mechanism are able to set up additional Static Data linked to the Securities they are responsible for. Within T2S Static Data, a CSD may define
· The list of financial instruments subject to cash penalties, among the Securities the CSD is responsible for;
· For each Security subject to cash penalties, the daily price to be used for the calculation of the penalty. 
If the price for a Security is not provided, T2S will consider the latest available one (i.e. the latest one loaded in Static Data). 
T2S associates a specific financial instrument type to each Security Subject to Cash Penalties based on the Security’s CFI code. For Securities defined as shares, when defining the list of Securities Subject to Cash Penalties, CSDs may also specify whether they are to be considered liquid or illiquid assets. The possible financial instrument types and the corresponding CFI code patterns are listed in the table below.
[bookmark: _Toc508006299]TABLE 1 – FINANCIAL INSTRUMENT TYPES

	CFI CODE STRUCTURE
	TYPE OF FINANCIAL INSTRUMENT

	Position 1 of the code is “E”
	SHRS

	Position 1 of the code is “D” and position 4 is “T” or “C”, or position 2 is “N”
	SOVR

	Position 1 of the code is “D”, position 2 is neither “Y” or “N” and Position 4 is neither “T” nor “C”
	DEBT

	Position 1 of the code is “R”
	SECU

	Position 1 of the code is “C” and position 2 is “E”
	ETFS

	Position 1 of the code is “C” and position 2 is not “E”
	UCIT

	Position 1 of the code is “D”, position 2 is “Y” and position 4 is neither “T” nor “C”
	MMKT

	Position 1 is "T", position 2 is "T" and position 3 is "N"
	EMAL

	Residual category
	OTHR


Based on the combination of the financial instrument’s type, liquidity, and whether it is traded in a SME Growth Market, it is possible to determine the instrument’s asset type, each of which is assigned to a specific daily penalty rate.
TABLE 2 – POSSIBLE COMBINATIONS AND ASSET TYPES

	FINANCIAL INSTRUMENT TYPE
	LIQUID/ILLIQUID
	SME GROWTH MARKET
	ASSET TYPE

	SHRS
	Liquid
	Not traded
	Liquid Shares

	SHRS
	Illiquid
	Not traded
	Illiquid Shares

	SHRS
	Liquid or illiquid
	Traded
	SME Growth Market (non-Bonds)

	SECU, ETFS, UCIT, EMAL, or OTHR
	Not applicable
	Traded
	

	DEBT, or MMKT
	Not applicable
	Not traded
	Corporate Bonds

	DEBT, or MMKT
	Not applicable
	Traded
	SME Growth Market Bonds

	SOVR
	Not applicable
	Traded or Not traded
	Government and Municipal Bonds

	SECU, ETFS, UCIT,  EMAL, or OTHR
	Not applicable
	Not traded
	Other financial instruments

	Not applicable
	Not applicable
	Not applicable
	Cash


The T2S Operator is responsible for maintaining the list of cash and securities penalty rates for each currency and asset type respectively, as well as a list of Market Identifier Codes (MIC) corresponding to trading venues identified as belonging to the SME Growth Market segment. Finally, the ECB is responsible for maintaining the list of Foreign Exchange reference rates for all relevant currencies against the euro[footnoteRef:1]. This data serves as the basic configuration along with the Securities data and the prices input by the CSDs, through which the penalty calculation takes place. [1:  The ECB loads the list of Foreign Exchange rates using the Data Migration Tool (DMT) channel.] 





1.4. Settlement day 
This section presents the harmonised settlement day in T2S applicable to all markets to ensure higher degree of settlement efficiency, coordination of corporate actions management and settlement and to improve fail rates in a cross border environment. 
1.4.3.2 [bookmark: _Ref99B7A93EE485FF6FFE130FBBAC148FC1][bookmark: _RefF6C16BFE15BF45D419524795FA1C2AFB][bookmark: _Ref04EA39FA466B692C7629708EA34D32D9][bookmark: _Ref0B68EBE72C6136E998FA3B9BE249B696][bookmark: _Ref3D938759DB3481ECA70FB9CAB66007AF][bookmark: _Ref853286AB9F46DA7444EFBCE68FAC7F66][bookmark: _Ref38719F6414CBA5142C218816EFA75111][bookmark: _Ref1F98A4B692E26CA041AD52B1A916BCD0][bookmark: _Ref7D6A09FB7F4AE5631907A8A245F33356]Settlement day high level processes
The settlement day in T2S runs along the timing illustrated in the table below.

[bookmark: _RefB4DE8A1E92190331A0D898BC630D6441][bookmark: _Toc525909311]Table 93 - Settlement day high level processes

	T2S TIMELINE
	T2S PERIODS
	HIGH LEVEL DESCRIPTION

	6:45 p.m. –8:00 p.m.
	Start of day (SOD)
	The start of day period including:
· Change of business date in T2S;
· Preparation for night-time settlement:
· Revalidation of Settlement Instructions/Settlement Restrictions/amendments/hold and release instructions that failed to settle or to be executed as of their Intended Settlement date;
· At 7:00 p.m., final deadline to accept data feeds [footnoteRef:2], effective for the current business date, from collateral management systems and payment/settlement banks; CBs and Payment Banks can send their Securities Valuation as soon as possible, ideally by 5:45pm, but in any case T2S will accept Securities Valuations until 7pm. [2: 
] 

· At 8:00 p.m., final deadline to accept settlement instructions for processing in the sequence 1 of the first night time cycle.
· Valuation of securities positions;
· Valuation of collateral eligible Settlement Instructions.

	8:00 p.m. – 3:00 a.m.
	Night-time settlement (NTS)
	The night-time settlement period including two cycles:
· The first night-time cycle with reporting and processing of static data maintenance instructions/maintenance instructions at the end of each settlement sequences including 5 sequences:
· The sequence 0 (liquidity transfers from RTGS systems and from a T2S Dedicated Cash Account to another T2S dedicated cash account of the same T2S party, cash Settlement Restrictions regeneration related to the CoSD blocking and any cash Settlement Restrictions);
· The sequence 1 (Corporate Actions on stock, new liquidity transfers, new cash Settlement Restrictions and all cash Settlement Restrictions not settled in the previous sequence);
· The sequence 2 (FOP for rebalancing purpose, new liquidity transfers, new cash Settlement Restrictions, new Corporate Actions on stock and all Settlement Instructions/restrictions which failed to settle in the previous sequences);
· The sequence 3 (Central Bank Operations, new liquidity transfers, new cash Settlement Restrictions, new Corporate Actions on stock, new FOP for rebalancing purpose and all Settlement Instructions/restrictions which failed to settle in the previous sequences);
· And the sequence 4 (new liquidity transfers and all the remaining Settlement Instructions/restrictions which are new or failed to settle in the previous sequences);
· The duration of the first night-time settlement cycle is dependent on settlement volumes but should finish by 10.20 p.m. (target objective) as long as standard peak volumes are not exceeded.
· The last night-time cycle, including partial settlement, with reporting and processing of static data maintenance instructions/maintenance instructions at the end of each settlement sequences including 4 sequences:
· The sequence 4 (new liquidity transfers and all the Settlement Instructions/restrictions which are new or failed to settle in previous cycle);
· The sequence X (new liquidity transfers and all the Settlement Instructions/restrictions which are new or failed to settle in the previous sequences and partial settlement on all unsettled Settlement Instructions, if eligible to partial settlement processing);
· The sequence Y (reimbursement of the “multiple liquidity providers”);
· The sequence Z (liquidity transfers).
· The duration of the last night-time settlement cycle is dependent on settlement volumes but should finish by 00:00 a.m. (target objective) as long as standard peak volumes are not exceeded.

	3:00 a.m. – 5:00 a.m.
	Maintenance window (MWI)
	The maintenance window.

	5:00 a.m. (or after NTS if NTS ends before 3:00 a.m.) – 6:00 p.m.
	Real-time settlement (RTS)
	The real-time settlement period including:
· The real-time settlement preparation;
· Penalty mechanism processing:
· At 7:30 a.m., a final deadline for provision to accept penalty data to be used in current day´s penalty calculation and recalculation processes:
· Securities subject to penalties information; 
· Penalty modification requests;
· Updated historic (former) prices for penalties;
· Daily prices for penalties.
· At 7:30 a.m., start of the preparation processing[footnoteRef:3];  [3:  Preparation processing is comprised of Static data processing of reference data for the calculation and recalculation and LCMM processing of Penalty Modification requests received but not yet processed.] 

· At 8:30 a.m., a final deadline for penalty eligibility[footnoteRef:4] (starting at 8 p.m.); [4:  Penalty eligibility is comprised of an analysis of failed matched settlement instructions from the previous business day to determine their eligibility for penalties.] 

· At 8:30 a.m., start of the calculation and reporting of new and modified penalties;
· At 12:00 p.m. of the 13th business day of the month, start of the calculation of monthly aggregated amounts of penalties (to be completed by 12:00 p.m. on the next business day);
· At 12:00 p.m. of the 14th business day of the month, start of the monthly reporting of aggregated amounts of penalties (to be completed by 12:45 p.m.);
· The real-time settlement with 5 partial settlement windows;
· The real-time settlement closure.

	6:00 p.m. – 6:45 p.m.
	End of day (EOD)
	The end of day period including:
· The stop of settlement engine;
· The internal T2S securities accounts consistency check;
· The recycling and purging;
· The end of day reporting and statements [footnoteRef:5]. [5: 
] 



1.1.1.1 [bookmark: _Ref9D049F7F09E2D206CD46A413325F5566][bookmark: _RefC7987272FBAE605AF914DC96210EB229][bookmark: _RefB3DD0ADE2E4358EB1F9EBFE86F44E0B7][bookmark: _RefDF0B791D3FFF2A296CDE8179910C4EB9][bookmark: _Ref75AB8A1812ABA04091F2111406CA30D3]1.4.4.3 Maintenance window (MWI)
This section presents the maintenance window processes in the T2S settlement day. This maintenance window takes place from 3.00 a.m. until 5.00 a.m., after the completion of the night-time settlement period.
In case the NTS completes before 3.00 a.m., the real-time settlement period commences until the start of the maintenance window at 3.00 a.m.
1.1.1.1.1 [bookmark: _RefB9A66F6011C218187BE66FA94F7EBAA6]1.4.4.3.1 Application processes involved during the maintenance window
During the maintenance window all services are unavailable except for Interface application processes which are restricted:
· Messages received in application-to-application (A2A) mode are queued for processing until the maintenance window is completed;
· The user-to-application (U2A) mode is not available;
· The queries/reports are not available.
The T2S Interface services are available for all the T2S Actors.
1.1.1.1.2 [bookmark: _Ref6B474F4276C141ACB1DF8913E4E4C77F]1.4.4.3.2 Maintenance window schedule
The diagram below shows the different processes occurring during the maintenance window along with the list of available services.
[bookmark: _Ref7A972BC1AD09F434B3FC65B6B4E58BD1][bookmark: _Toc525908863]Diagram 62 - Maintenance window
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1.1.1.1.3 [bookmark: _RefE5B165830A5EA038D27E3B2C9F57F345]1.4.4.3.3 Maintenance window processes
During the maintenance window, T2S performs the processes as detailed in the below table.
[bookmark: _Ref78F48ED156CB58C880C19858D7095606][bookmark: _Toc525909318]Table 100 - Processes during the maintenance window

	T2S PROCESSES
	DESCRIPTION OF THE PROCESSES

	System maintenance
	During the maintenance window, Interface application process starts the queuing of all requests received in A2A mode, after a technical validation (i.e. format validation) of the incoming A2A messages (or files) and sends out related system acknowledgement.


1.1.1.2 [bookmark: _Ref97E86B1E9EB0BF8A0C657F09121F4A6A]1.4.4.4 Real-time settlement (RTS)
This section presents the real-time settlement processes in the T2S settlement day. The real-time settlement period starts after the end of the night-time settlement and is followed by the end of day period.
In case the NTS completes before 3.00 a.m., real-time settlement period begins before the start of the maintenance window at 3.00 a.m.
The real-time settlement period includes:
· The real-time settlement preparation;
· The real-time settlement with the five partial settlement windows to optimise maximum value and volumes of settlement transactions, which are unsettled because of lack of securities:
· The first partial settlement window between 08:00 a.m. and 08:15 a.m.;
· The second partial settlement window between 10:00 a.m. and 10:15 a.m.;
· The third partial settlement window between 12:00 p.m. and 12:15 p.m.;
· The fourth partial settlement window between 2:00 p.m. and 2:15 p.m.;
· The fifth partial settlement window is 15 minutes before the beginning of the DVP cut-off time, then between 3:45 p.m. and 4:00 p.m.
The previously unsettled Settlement Instructions and Settlement Restrictions from night-time settlement are attempted for settlement in the real-time settlement period with the arrival of new resources (securities for delivery, securities in positions earmarked available for collateral, cash). Additionally T2S performs a settlement attempt for any new intraday Settlement Instructions, Settlement Restrictions and liquidity transfers validated and accepted during real-time settlement period;
· The real-time settlement closure with different cut-offs and events for different Settlement Instructions, Settlement Restrictions and liquidity transfers categories.
· Some of these cut-offs and events may be currency dependent.
For the ease of presentation, the real-time settlement period is shown in two parts:
· The real-time settlement;
· The real-time settlement closure.
The real-time settlement period also includes processes specific to the penalty mechanism.  These are comprised of the processing of information received within T2S including securities subject to penalties information, penalty modification requests and daily and historic prices for penalties. This information is subsequently used for penalty calculations and reporting.

1.1.1.2.1 [bookmark: _Ref287FCAC2C8A366CC622F42CB213CFF01]1.4.4.4.1 Application processes involved during the real-time settlement
The following application processes are involved during the RTS period as per:
· Static Data Management;
· Settlement;
· Liquidity Management;
· Interface;
· Information Management.
These application processes are available for all the T2S Actors.
1.1.1.2.2 [bookmark: _Ref16A30A1FD0FFDC135FBAFA01040E8E43]1.4.4.4.2 Real-time settlement schedule
The diagram below shows the different processes occurring during the real-time settlement of the real-time settlement period along with the list of available application processes.
[bookmark: _Ref62C2B739DA70ABDACA5D335673073DC7][bookmark: _Toc525908864]Diagram 63 - Real-time settlement schedule
[image: ]

1.1.1.2.3 [bookmark: _Ref45637F1B710C8B1808B3877C1721147D]1.4.4.4.2 Real-time settlement dependencies
During the real-time settlement of the real-time settlement period, T2S performs the following detailed processes based on the specified dependencies.
[bookmark: _RefB6AAA3779F28F8E02C93554D16A7A478][bookmark: _Toc525908865]Diagram 64 - Real-time settlement dependencies




The following table describes the different dependencies between processes occurring during the real-time settlement of the real-time settlement period.
[bookmark: _RefD3D81A9D0A581EB21FA4A1C479D63360][bookmark: _Toc525909319]Table 101 - Dependencies between processes during the real-time settlement

	T2S DETAILED PROCESSES
	DEPENDENCIES

	
	TYPE OF DEPENDENCY
	DESCRIPTION

	Real-time settlement preparation
	End of night-time settlement period
or
End of maintenance window completed
	This process starts after the completion of the maintenance window.
If night-time settlement period is completed before the beginning of the maintenance window, the real-time settlement preparation starts and continues till the start of the maintenance window.

	Real-time settlement
	After the end of real-time settlement preparation
	This process starts after the end real-time settlement preparation.

	Deadline for Penalty mechanism provision
	Time: 7:30 a.m.
	This deadline determines the end of the period whereby Penalty related information is accepted for current business day´s calculation and recalculation processes.

	Penalty mechanism preparation
	Time: 7:30 a.m.
	This process does not start before 7:30 a.m.

	First partial settlement window
	Time: 8:00 a.m.
	This process does not start before 8:00 a.m.

	Deadline for Penalty mechanism eligibility
	Time: 8:30 a.m.
	This deadline determines the end of the eligibility period for penalties.

	Penalty mechanism calculation and reporting
	Time: 8:30 a.m.
	This process does not start before 8:30 a.m. and the completion of the Penalty mechanism preparation.

	Second partial settlement window
	Time: 10:00 a.m.
	This process does not start before 10:00 a.m.

	Penalty mechanism monthly calculation
	Time: 12:00 p.m.

	This process starts at 12:00 p.m. on the 13th business day of the month.

	Penalty mechanism monthly reporting
	Time: 12:00 p.m.

	This process starts at 12:00 p.m. on the 14th business day of the month.

	Third partial settlement window
	Time: 12:00 p.m.
	This process does not start before 12:00 p.m.

	Fourth partial settlement window
	Time: 2:00 p.m.
	This process does not start before 2:00 p.m.

	Fifth partial settlement window
	Time: 3:45 p.m.
	This process does not start before 3:45 p.m.


1.1.1.2.4 [bookmark: _Ref80C28D0C19A61CABD582BB16A6ADFAE4]1.4.4.4.4 Real-time settlement processes
During the real-time settlement, T2S performs the processes as detailed in the below table.
[bookmark: _RefAE442A545A00DAD0D5C4F15304E5C142][bookmark: _Toc525909320]Table 102 - Processes during the real-time settlement

	T2S PROCESSES
	DESCRIPTION OF THE PROCESSES

	Real-time settlement preparation
	Identify and process static data maintenance instructions already received in the A2A mode.
Identify candidate list of new Settlement Instructions, Settlement Restrictions, Amendment Instructions, Cancellation Instructions, Hold/Release Instructions and liquidity transfers applicable for the current settlement day.
Identify all Settlement Instructions Settlement Restrictions, Amendment Instructions, Cancellation Instructions and Hold/Release Instructions, which were not settled/executed during night-time settlement period and are recycled for real-time settlement. The recycling takes place after the revalidation of the Settlement Instructions and Settlement Restrictions affected by a static data change.

	Real-time settlement
	Real-time settlement of new Settlement Instructions, Settlement Restrictions and liquidity transfers arriving into T2S and settlement of previous unsettled Settlement Instructions with the arrival of new resources (securities or cash or both) for the following:
· Settlement Instructions related to DVP;
· Settlement Instructions related to FOP;
· Settlement Instructions related to PFOD;
· Settlement Instructions related to CA on stocks and on flows;
· Settlement Instructions related to BATM;
· Settlement Instructions related to CBO;
· Reverse collateral Settlement Instructions related to reimbursement of intraday auto-collateralisation;
· Settlement of securities/cash Settlement Restrictions;
· Settlement of all liquidity transfers (i.e. inbound, internal and outbound).
T2S also performs the following:
· Execution of static data maintenance instructions;
· Execution of Amendment Instructions, Cancellation Instructions and Hold/Release Instructions;
· Revalidation of all settlement instructions and Settlement Restrictions affected by all static data updates (i.e. immediate updates and updates with future date). Maintenance instructions (i.e. Amendment Instructions, Cancellation Instructions and Hold/Release Instructions) are only revalidated at the SOD revalidation process;
· Generation of reports triggered by business or time events;
· Responses to queries.

	Deadline for Penalty mechanism provision
	All the processes available during the real-time settlement period are also available.
Additionally:
· At 7:30 a.m., final deadline[footnoteRef:6] for provision to accept for current day´s calculation and recalculation processes: [6:  Any data or prices submitted after the deadline will not be considered in this business day’s penalty computations and recalculations.] 

· Securities subject to penalties information;
· Penalty modification requests;
· Updated historic (former) prices for penalties;
· Daily prices for penalties.

	Penalty mechanism preparation
	All the processes available during the real-time settlement period are also available.
Additionally:
· Extraction and preparation of penalty related Static Data Reference data for the calculation and recalculation of penalties;
· Processing of remaining penalty modification requests[footnoteRef:7]. [7:  Penalty modification requests are processed as received except for those queued during the maintenance window and during the computation periods.] 


	First partial settlement window
	All the processes available during the real-time settlement period are also available.
Additionally:
· Partial settlement of new Settlement Instructions arriving into T2S in this period and eligible to partial settlement;
· Settlement of previous unsettled or partially settled Settlement Instructions which are eligible to partial settlement.

	Deadline for Penalty mechanism eligibility
	All the processes available during the real-time settlement period are also available.
Additionally:
· At 8:30 a.m., final deadline for eligibility to penalties [footnoteRef:8] and for preparation processing[footnoteRef:9].  [8:  Analysis of failed matched settlement instructions from the previous business day to determine their eligibility for penalties must be finished to start this business day’s penalty computations and recalculations.]  [9:  Processing for extracting and preparing the reference data for penalties (received before deadline) must be finished to start this business day’s penalty computations and recalculations.] 


	Penalty mechanism calculation and reporting
	All the processes available during the real-time settlement period are also available.
Additionally:
· Calculation of new penalties;
· Re-calculation of previously calculated penalties;
· Reporting of new penalties;
· Reporting of modified penalties.

	Second partial settlement window
	All the processes available during the real-time settlement period are also available.
Additionally:
· Partial settlement of new Settlement Instructions arriving into T2S in this period and eligible to partial settlement;
· Settlement of previous unsettled or partially settled Settlement Instructions which are eligible to partial settlement.

	Penalty mechanism monthly calculation
	All the processes available during the real-time settlement period are also available.
Additionally (solely on the 13th business day of the month):
· Calculation of monthly aggregated amounts.

	Penalty mechanism monthly reporting
	All the processes available during the real-time settlement period are also available.
Additionally (solely on the 14th business day of the month):
· Reporting of monthly aggregated amounts.

	Third partial settlement window
	All the processes available during the real-time settlement period are also available.
Additionally:
· Partial settlement of new Settlement Instructions arriving into T2S in this period and eligible to partial settlement;
· Settlement of previous unsettled or partially settled Settlement Instructions which are eligible to partial settlement.

	Fourth partial settlement window
	All the processes available during the real-time settlement period are also available.
Additionally:
· Partial settlement of new Settlement Instructions arriving into T2S in this period and eligible to partial settlement;
· Settlement of previous unsettled or partially settled Settlement Instructions which are eligible to partial settlement.

	Fifth partial settlement window
	All the processes available during the real-time settlement period are also available.
Additionally:
· Partial settlement of new Settlement Instructions arriving into T2S in this period and eligible to partial settlement;
· Settlement of previous unsettled or partially settled Settlement Instructions which are eligible to partial settlement.




1.5. Possible actions of T2S Operator
1.5.1 Business application configuration
The T2S Operator is responsible for defining and maintaining a number of rules and parameters as Static Data objects for the configuration of the T2S business application. The rules and parameters the T2S Operator may configure are the following:
[…]
· Reference data for penalties: this includes the cash and security penalty rates for each currency and asset type, as well as the list of MIC identifiers for SME Growth Markets. For more information see section 1.2.7.


1.6. Application processes description
1.6.1. Settlement 
…
1.6.1.14 Penalty Mechanism (new section)
1.6.1.14.1 Concept
The Penalty Mechanism comprises the processes necessary for the daily Calculation and Reporting of Penalties on Matched Settlement Instructions which are not settled on their intended settlement day and following business days. 
The Penalty Mechanism can generate two types of Penalties:
· Settlement Fail Penalties (SEFP) penalise a non-execution or failure of settlement after the completion of the settlement processing of the relevant cut-off on or after ISD and are calculated for each business day the Settlement Instruction fails in T2S, hence, a SEFP is generated for each business day the instruction fails to settle in T2S; 
· Late Matching Fail Penalties (LMFP) penalise the late sending of Settlement Instructions that prevents timely settlement of a transaction, and are calculated only once by T2S, on the business day when they are matched, but considering all the previous business days passed from the Intended Settlement Date when the instruction did not settle due to the late matching of the instruction. Hence, a LMFP can include as many business days as days passed between the Intended Settlement Date and the day the instruction is matched.
The Penalty Mechanism manages the processes for analysing the eligibility of instructions for Penalties, calculation, modification and automatic recalculation of Penalties, as well as the daily and monthly reporting to T2S Actors.
1.6.1.14.2. Overview
When a Matched Settlement Instruction fails to settle on or after its Intended Settlement Date , or is matched at a point in time where it can no longer be settled on its Intended Settlement Date, the Penalty Mechanism evaluates whether there is a Penalty to be imposed to the relevant party of the Settlement Instruction, or not. If a Penalty has to be imposed, the Penalty Mechanism calculates it, and prepares the data necessary to report it. 
After the Penalty Calculation and until the end of its Appeal Period (on the 13th business day of the month following its computation), CSDs can request to modify the Penalties that they or their participants have been imposed with. The Penalty Mechanism checks that the modifications requested comply with the applicable business requirements, and executes the valid modifications. 
Additionally, whenever a reference data used to calculate a Penalty is updated, the Penalty Mechanism selects the impacted Penalties which are still in their Appeal Period and automatically recalculates them.
Every business day, the Penalty Mechanism prepares the data necessary to report the newly computed and the modified and recalculated Penalties to both, the CSD of the Failing Party and the CSD of the non-Failing Party, and to the Failing and the non-Failing Parties. Reports are available via semt.044 message format, thought alternatively CSD can opt to receive them via Flat File. 
On the 13th business day of every month, once the Recalculation and Preparation for daily Reporting processes have taken place, the end of Appeal Period process is triggered and Penalties detected on the previous month are set as not modifiable. Afterwards, the Penalty Mechanism starts preparing the data necessary to report, on the 14th business day of the month, the Monthly Aggregated Amounts of Penalties of the previous month to the CSD and CSD Participants that have configured the report. The report is available in semt.044 message format, though alternatively CSDs can opt to receive it via Flat File.
1.6.1.14.3. Overall view of the Penalty Mechanism Processes
Every business day, the following Penalty Mechanism processes are performed: 
· Penalty Eligibility: this process analyses the failed matched Settlement Instructions from the previous business day, and the instructions matched on the previous business day, in order to see if they are eligible for penalties, hence, detecting new Penalties to be calculated. It starts after the end of the Start of Day and must be finished before the Calculation of Penalties process starts;
· Penalty Calculation: this process calculates newly detected Penalties. It starts by 8:30, once the Penalty Eligibility Process and the Static Data preparation for penalties has finished; 
· Penalty Modification: T2S processes, on a continuous basis except during the Calculation and Recalculation of Penalties, the requests sent by CSDs to modify (i.e. remove, re-include, re-allocate or switch) existing Penalties; 
· Penalty Recalculation: this process recalculates existing Penalties impacted by Static Data changes or flagged as to be recalculated after a modification. It starts after the Penalty Calculation process has finished; and
· Penalty Reporting of new and modified Penalties: this process starts after the end of the Penalty Calculation and preparation for reporting of new Penalties (i.e. the Daily Penalty List), and after the end of the Penalty Recalculation and preparation of its reporting (i.e. the List of Modified Penalties).
In addition, once a month, the following Penalty Mechanism processes are performed: 
· End of the Appeal Period process for Penalties detected on the previous month, which become not modifiable. This process is run on the 13th business day of the month, after the Penalty Recalculation process has finished, and must be finished by 11:00; and
· Reporting of the aggregated amounts of Penalties detected on the previous month (Monthly Aggregated Amounts Report), which may be used for the collection and redistribution of Penalties performed by CSDs. This process is performed on the on the 14th business day and starts after the aggregated amounts have been prepared for its reporting (process which starts on the 13th business day of the month, after the End of the Appeal Period process has finished).
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1.6.1.14.4. Penalty Eligibility
Every business day, T2S analyses the failed Matched Settlement Instructions from the previous business day in order to see if they are eligible for penalties. 
Eligibility for a Settlement Fail Penalty (SEFP)
To determine whether a Settlement Instruction is eligible for a Settlement Fail Penalty (SEFP) or not, T2S retrieves all the Matched Settlement Instructions which failed to settle at the end of the relevant previous business day´s cut-off. I.e.:
Matched Settlement Instructions that: i) having an Intended Settlement Date equal or earlier than the previous business day, ii) remain Unsettled or Partially Settled after the completion of their applicable cut-off.
T2S analyses separately each instruction retrieved, and:
· Settlement Instructions automatically generated by T2S for realignment purposes are discarded, as they are out of scope of the T2S Penalty Mechanism;
· Settlement Instructions with ISO Transaction Code “CORP” (related to Corporate Actions on Stock) are exempted, as they are not subject to penalties.
For the rest of Settlement Instructions, their eligibility for a Penalty is derived from the reason(s) for failing that the instruction had at the end of the applicable cut-off. T2S analyses one by one the reason(s) for failing against the Failing Reasons Dictionary provided in the table below[footnoteRef:10] and:  [10:  In case a Settlement Instruction had, at the end of the applicable cut-off, a reason for failing that is not in the “Failing reasons Dictionary” an alarm is raised to the T2S Operator.] 

· As soon as one reason for failing has a positive eligibility result, the Settlement Instruction is eligible for a penalty. 
· In case none of the reasons for failing have a positive eligibility result, the Settlement Instruction is not eligible for a penalty.
TABLE xxx –FAILING REASONS DICTIONARY
	REASON CODE
	DESCRIPTION OF THE ERROR
	ELIGIBILITY RESULT

	BLOC
	SXAA001 - Settlement Instruction is not settled because of an intraday restriction on the cash account used
	TRUE

	BLOC
	SXAA002 - Settlement Instruction is not settled because of an intraday restriction on the cash account used by the counterpart
	FALSE

	BLOC
	SXAA003 - Settlement Instruction is not settled because of an intraday restriction on the securities account used
	TRUE

	BLOC
	SXAA004 - Settlement Instruction is not settled because of an intraday restriction on the securities account used by the counterpart
	FALSE

	SBLO
	SXAA005 - Settlement Instruction is not settled because of an intraday restriction on the ISIN code used
	TRUE

	MONY
	SXAA012 - Failure of the settlement attempt of the settlement instruction due to a lack of cash in your cash balance
	TRUE

	CMON
	SXAA013 - Failure of the settlement attempt of the settlement instruction due to a lack of cash in the cash balance of the counterparty
	FALSE

	LACK
	SXAA014 - Failure of the settlement attempt of the settlement instruction due to a lack of securities in your securities position
	TRUE

	CLAC
	SXAA015 - Failure of the settlement attempt of the settlement instruction due to a lack of securities in the securities position of the counterparty
	FALSE

	MONY
	SXAA016 - Failure of the settlement attempt of the settlement instruction due to your insufficient credit headroom
	TRUE

	CMON
	SXAA017 - Failure of the settlement attempt of the settlement instruction due to an insufficient credit headroom of the counterparty
	FALSE

	LINK
	SXAA018 - Failure of the settlement attempt due to a link with a settlement instruction or a settlement restriction in failure
	TRUE

	BLOC
	SXAA023 - Settlement Instruction is not settled because of an intraday restriction on the restriction reference(s) indicated	
	TRUE

	BLOC
	SXAA024 - Settlement Instruction is not settled because of an intraday restriction on the restriction reference(s) indicated by the counterpart
	FALSE

	BLOC
	SXAA025 - Settlement Instruction is not settled because of an intraday restriction on the receiver party
	TRUE

	BLOC
	SXAA026 - Settlement Instruction is not settled because of an intraday restriction on the deliverer party
	TRUE

	BLOC
	SXAA027 - Settlement Instruction is not settled because of an intraday restriction on the securities counterparty.
	FALSE

	BLOC
	SXAA028 - Settlement Instruction is not settled because of an intraday restriction on the credited party.
	TRUE

	BLOC
	SXAA029 - Settlement Instruction is not settled because of an intraday restriction on the debited party.
	TRUE

	BLOC
	SXAA030 - Settlement Instruction is not settled because of an intraday restriction on the cash counterparty
	FALSE

	PREA
	SPSA003 - Settlement Instruction is on hold due to the settlement of a partially released instruction
	TRUE

	PRCY
	SPSA004 - Counterparty Settlement Instruction is on hold due to the settlement of a partially released quantity.
	FALSE

	PREA
	SPSA005 - Settlement instruction is on hold because the relevant cut-off has been reached.
	TRUE

	PRCY
	SPSA006 - Counterparty Settlement instruction is on hold because the relevant cut-off has been reached.
	FALSE

	PREA
	SPSA007 - Settlement instruction is on hold because other holds apply on the referenced Settlement Instruction or its counterpart.
	TRUE

	PRCY
	SPSA008 - Counterparty Settlement instruction is on hold because other holds apply on the referenced Settlement Instruction or its counterpart.
	FALSE

	PREA
	SPSA009 - Settlement instruction is on hold because the referenced Settlement Instruction or its counterpart does not allow partial settlement.
	TRUE

	PRCY
	SPSA010 - Counterparty Settlement instruction is on hold because the referenced Settlement Instruction or its counterpart does not allow partial settlement.
	FALSE

	PREA
	SPSA011 - Settlement instruction is on hold because a settlement link applies either on the referenced Settlement Instruction or its counterpart.
	TRUE

	PRCY
	SPSA012 - Counterparty Settlement instruction is on hold because a settlement link applies on the referenced Settlement Instruction or its counterpart.
	FALSE

	PREA
	SPSA013 - Settlement instruction is on hold because a non-reciprocal settlement link applies on the referenced Settlement Instruction or its counterpart.
	TRUE

	PRCY
	SPSA014 - Counterparty Settlement instruction is on hold because a non-reciprocal settlement link applies on the referenced Settlement Instruction or its counterpart.
	FALSE

	PREA
	SPSA015 - Settlement instruction is on hold because the partially released quantity was less than the quantity resulting from the cash threshold equivalent in the underlying settlement instruction.
	TRUE

	PRCY
	SPSA016 - Counterparty Settlement instruction is on hold because the partially released quantity was less than the quantity resulting from the cash threshold equivalent in the underlying settlement instruction.
	FALSE

	PREA
	SPSA017 - Settlement instruction is temporary on hold because the referenced Settlement Instruction has been released.
	TRUE

	PRCY
	SPSA018 - Counterparty Settlement instruction is temporary on hold because the referenced Settlement Instruction has been released.
	FALSE

	OTHR
	SPSA019 - At least one associated realignment Settlement Instruction is on hold.
	TRUE

	PRCY
	SPST002 - Settlement Instruction is unsettled because its counterpart settlement instruction is 'On Hold'
	FALSE

	LINK
	SPST003 - Settlement Instruction is unsettled because a linked settlement instruction is 'On Hold'
	TRUE

	LINK
	SPST007 - Settlement Instruction is unsettled because its linked settlement instruction is 'CoSD On Hold'
	TRUE

	LINK
	SPST011 - Settlement Instruction is unsettled because another instruction which is suspended (due to cut-off reached) states a link WITH or BEFORE this instruction.
	TRUE

	LINK
	SPST015 - Settlement Instruction is unsettled because another restriction which is suspended (due to cut-off reached) states a link WITH or BEFORE this instruction.
	TRUE

	INBC
	SPST016 - Settlement Instruction is unsettled because one of its linked settlement instructions is missing
	TRUE

	INBC
	SPST017 - Settlement Instruction is unsettled because one of the counterpart's linked settlement instructions is missing
	FALSE

	LINK
	SPST019 - Settlement Instruction is unsettled because it states a link WITH or BEFORE an instruction that is already settled because its reciprocal link was not stated by the party.
	TRUE

	LINK
	SPST020 - Settlement Instruction is unsettled because its counterpart Settlement Instruction is linked to a Settlement Instruction 'On Hold'.
	FALSE

	LINK
	SPST021 - Settlement Instruction is unsettled because another instruction stating a link WITH or BEFORE this instruction is 'On Hold'
	TRUE

	LINK
	SPST023 - Settlement Instruction is unsettled because another instruction stating a link WITH or BEFORE this instruction is 'CoSD On Hold'
	TRUE

	LINK
	SPST025 - Settlement Instruction is unsettled because another instruction or restriction which is 'Cancelled' states a link WITH or BEFORE this instruction.
	TRUE

	LINK
	SPST028 - Settlement Instruction is unsettled because it states a link WITH, BEFORE or AFTER an instruction that is under CoSD Hold without any links to this instruction.
	TRUE

	OTHR
	SPST030 - Settlement Instruction is not settled because the Maturity Date of the Security involved is passed, and the instruction is neither instructed by a CSD nor a PFOD instructed by a CCP.
	FALSE

	OTHR
	SPST031 - Settlement Instruction is not settled because the Maturity Date of the Security involved is passed and the counterpart instruction is neither instructed by a CSD nor a PFOD instructed by a CCP.
	FALSE

	OTHR
	SPST032 - Settlement Instruction or settlement restriction is unsettled because it states a link WITH an instruction or a restriction that is not eligible for settlement
	TRUE

	LINK
	SPST033 - Settlement Instruction or Settlement Restriction is unsettled because it states a non-reciprocal link to a Settlement Instruction or Settlement Restriction that is partially settled.
	TRUE

	LINK
	SPST034 - Settlement Instruction or Settlement Restriction is unsettled because it states a non-reciprocal link “WITH” to a Settlement Instruction or Restriction with a different Intended Settlement Date
	TRUE

	LINK
	SPST035 - Settlement Instruction or Settlement Restriction is unsettled because it states a non-reciprocal link “AFTER” to a Settlement Instruction or Restriction with a later Intended Settlement Date
	TRUE

	LINK
	SPST036 - Settlement Instruction or Settlement Restriction is unsettled because it states a non-reciprocal link “BEFORE” to a Settlement Instruction or Restriction with an earlier Intended Settlement Date
	TRUE

	PREA
	Your Instruction On Hold
	TRUE

	PRSY
	System On Hold[footnoteRef:11] [11:  Together with CDLR (CoSD awaiting from Administering Party) it is the reason and description provided when the instruction is on COSD Hold. For more information on these reasons please refer to section Conditional Delivery (CoSD) Detection [page]] 

	TRUE

	CDLR
	CoSD awaiting from Administering Party[footnoteRef:12] [12:  Together with PRSY (System on hold) it is the reason and description provided when the instruction is on COSD Hold.] 

	TRUE

	CSDH
	CSD Hold
	TRUE

	CVAL
	CSD Validation Hold
	TRUE

	PRCY
	Counterparty Instruction On Hold
	FALSE

	OTHR
	Relates to transfer to pivot position required for CoSD activation when business Settlement Instruction uses restriction references in direct debit
	FALSE

	CYCL
	Awaiting Next Settlement Cycle
	FALSE

	PART
	Trade will Settle in Partials
	Perform further checks


In case of Reason Code “PART”, the Securities Movement Type of the Settlement Instruction must be checked in order to determine the eligibility result: 
TABLE xxx –ELIGIBILITY RESULT IN CASE OF PARTIAL SETTLEMENT
	REASON CODE
	SECURITIES MOVEMENT TYPE CODE
	ELIGIBILITY RESULT

	PART
	DELI
	TRUE

	
	RECE
	FALSE


Given that each Settlement Instruction is analysed separately, it may happen that the counterpart instruction fulfils an exemption because of its ISO code whereas the Settlement Instruction does not, and also that both instructions are eligible for a Penalty. 
In order to illustrate how the eligibility for a penalty is determined, 4 examples are provided hereafter: 
All of the examples relate to a pair of Matched Settlement Instructions that having reached its ISD, fail to settle in T2S before the completion of the relevant cut-off. 
EXAMPLE xxx – PENALTY ELEGIBILITY
[image: ]
· Settlement Instruction A is not exempted because of its ISO Transaction Code, hence, T2S analyses the reason for failing at the EDVP cut-off, i.e.: “LACK”.  According to the data dictionary, the result is that Settlement Instruction A is eligible for a Penalty. 
· Settlement Instruction B is not exempted because of its ISO Transaction Code, hence, T2S analyses the reason for failing at the EDVP cut-off, i.e.: “CLAC”.  According to the data dictionary, the result is that Settlement Instruction B is not eligible for a Penalty. 

EXAMPLE xxx – PENALTY ELEGIBILITY – ON HOLD
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· Settlement Instruction A is not exempted because of its ISO Transaction Code, hence, T2S analyses the reason for failing at the EDVP cut-off, i.e.: “PREA”.  According to the data dictionary, the result is that Settlement Instruction A is eligible for a Penalty. 
· Settlement Instruction B is not exempted because of its ISO Transaction Code, hence, T2S analyses the reason for failing at the EDVP cut-off, i.e.: “CSDH”.  According to the data dictionary, the result is that Settlement Instruction B is also eligible for a Penalty. 
EXAMPLE xxx – PENALTY ELEGIBILITY – ISO TRANSACTION CODE
[image: ]
· Settlement Instruction A is exempted because of its ISO Transaction Code (“CORP”), hence, the result is that Settlement Instruction A is not eligible for a Penalty. 
· Settlement Instruction B is not exempted because of its ISO Transaction Code, hence, T2S analyses the reason for failing at the EFOP cut-off, i.e.: “CLAC”.  According to the data dictionary, the result is that Settlement Instruction B is not eligible for a Penalty. 
EXAMPLE xxx – PENALTY ELEGIBILITY – ISO TRANSACTION CODE
[image: ]
· Settlement Instruction A is not exempted because of its ISO Transaction Code, hence, T2S analyses the reason for failing at the EFOP cut-off, i.e.: “LACK”.  According to the data dictionary, the result is that Settlement Instruction A is eligible for a Penalty. 
· Settlement Instruction B is exempted because of its ISO Transaction Code (“CORP”), hence, the result is that Settlement Instruction B is not eligible for a Penalty. 
In case a Settlement Instruction is eligible for a SEFP, T2S retrieves the information that would be needed for the calculation of the Penalty:
· The Quantity and/or Amount: remaining quantity and/or amount to be settled at the time of completion of the applicable previous business day’s cut-off and,
· The Place of Trade (Market Identifier Code), which, if it is informed in the Settlement Instruction eligible for the Penalty with the same value as the one in its counterpart´s Settlement Instruction, will be used as the Common MIC (Market Identifier Code) to determine the underlying Asset Type for the Penalty.
Additionally, for each Penalty to be calculated, T2S identifies the Applicable Parties, i.e.: the Failing Party to which the Penalty is imposed, and the Counterparty to which the Penalty is credited. 
· The Failing Party will be the account owner of the securities account of the Settlement Instruction eligible for the SEFP, whereas 
· The non-Failing Party will be the securities account owner of the counterpart´s Settlement Instruction. 
In external CSD settlement scenarios, T2S will consider the “External CSD” as the securities account owner of the relevant Settlement Instruction.
Once the Applicable Parties are identified, T2S analyses whether they are a CCP or not by checking if their BIC is in the “List of CCPs” of the Attribute Domain, as T2S shall identify and flag in the Penalty reports the T2S Parties or the Counterparties of the Penalty(ies) that are a Central Counterparty (CCP).
Then, T2S triggers the identification of the Calculation Method that has to be used to calculate the Penalty.
Eligibility for a Late Matching Fail Penalty (LMFP)
To determine whether a Settlement Instruction is eligible for a Late Matching Fail Penalty (LMFP) or not, T2S retrieves the Settlement Instructions with Intended Settlement Date equal or earlier than the previous business day and that were matched on the previous business day. I.e.:
· Matched Settlement Instructions having i) an Intended Settlement Date equal or earlier than the previous business day and ii) a Matching Timestamp between the previous business day Start and End Timestamps.
T2S analyses separately each instruction retrieved, and:
· Settlement Instructions automatically generated by T2S for realignment purposes are discarded, as they are out of scope of the T2S Penalty Mechanism;
· Settlement Instructions with ISO Transaction Code “CORP” (related to Corporate Actions on Stock) are exempted, as they are not subject to penalties.
For the rest of Settlement Instructions T2S checks if they were matched late. For this purpose T2S verifies the following conditions:
· First, if the Settlement Instructions were matched at a point in time when it was no longer possible to settle on the previous business day, i.e. after their cut-off. For this purpose T2S checks if: 
· either the Settlement Instruction got a LATE in its Reason History;
· or if its Matching Timestamp is later than the end of the last cut-off of the business day (Timestamp when “EFOP” event is triggered)[footnoteRef:13]; [13:  This step is performed to cater for the cases in which the settlement instruction doesn’t’ get a LATE in its reason History because, having been matched after the EFOP event, it wasn’t possible to attempt its settlement.] 

· If the first condition is not fulfilled, the instructions were matched before their cut-off. Hence, the instruction can only be eligible for a LMFP if its Intended Settlement Date is earlier than the previous business day. Therefore, if the first condition is not fulfilled, T2S checks if the Intended Settlement Date of the Settlement Instruction is before the previous business day. 
If any of the aforementioned conditions is fulfilled, the Settlement Instruction was matched late. In order to finally determine the eligibility for a Penalty of the instruction, T2S checks if it was matched in T2S or if it was received as already matched, and processes it as described hereafter:
· If the Settlement Instruction was matched in T2S, its Validation Ending Timestamp is compared with the Validation Ending Timestamp of its Counterpart's instruction: only the Settlement Instruction with the latest Validation Ending Timestamp is deemed as eligible for a Penalty. 
· If the Settlement Instruction was received as already matched in T2S, the Settlement Instruction is eligible for a Penalty if it is the delivering leg of the already matched (i.e.: if the Settlement Instruction has Movement Type “DELI”).
In case the Settlement Instruction is eligible for a LMFP, T2S retrieves the following information that would be needed for the calculation of the Penalty:
· The Quantity and/or Amount: quantity and/or amount to be settled at the time of matching and,
· The Place of Trade (Market Identifier Code), which, if it is informed in the Settlement Instruction with the same value as the one in its counterpart´s Settlement Instruction, will be used as the Common MIC (Market Identifier Code) to determine the underlying Asset Type for the Penalty.
Additionally, for each Penalty to be calculated, T2S identifies the Applicable Parties, i.e.: the Failing Party to which the Penalty is imposed, and the Counterparty, non-failing Party, to which the Penalty is credited. 
In case of instructions matched in T2S:
· The Failing Party will be the account owner of the securities account of the Settlement Instruction eligible for the LMFP, whereas 
· The non-Failing Party will be the securities account owner of the counterpart´s Settlement Instruction. 
In external CSD settlement scenarios, T2S will consider the “External CSD” as the securities account owner of the relevant Settlement Instruction.
In case of already matched instructions, the Instructing Party of the already matched Settlement Instruction will be both the Failing and the non-Failing Party, as the information for identifying the last participant to enter the relevant Settlement Instruction is not available in T2S.
Once the Applicable Parties are identified, T2S analyses whether they are a CCP or not by checking if their BIC is in the “List of CCPs” of the Attribute Domain, as T2S shall identify and flag in the Penalty reports the T2S Parties or the Counterparties of the Penalty(ies) that are a Central Counterparty (CCP).
Then, T2S triggers the identification of the Calculation Method that has to be used to calculate the Penalty.
Identification of the Calculation Method:
There are four possible Calculation Methods:
· "SECU": Calculation Method based on the quantity of securities failed to be delivered, the price of the Security and the Penalty rate of the relevant Asset Type;
· “MIXE”: Calculation Method based on the quantity of securities failed to be delivered, the price of the Security and the discount rate of the relevant Currency, or "MIXE";
· “CASH”: Calculation Method based on the amount of cash failed to be delivered and the discount rate of the relevant Currency.
· “BOTH”: the Penalty is calculated as the sum of the Penalty calculated with the "SECU" method and the "CASH" method.
The Calculation Method to be used depends on the Type of Settlement Instruction:
TABLE xxx –CALCULATION METHOD IDENTIFICATION
	PENATY TYPE
	SETTLEMENT INSTRUCTION TYPE
	CALCULATION METHOD

	SEFP
	DVP, DFOP or RFOP
	SECU

	
	RVP
	MIXE

	
	PFOD-Debit or PFOD-Credit
	CASH

	
	DWP or RWP
	BOTH

	LMFP
	DVP, DFOP or RFOP 
	SECU

	
	RVP[footnoteRef:14]  [14:  As described previously in “Eligibility for a Late Matching Fail Penalty (LMFP)”, in case of a RVP received as already matched, the Settlement Instruction deemed as eligible for the LMFP is only the delivering leg (i.e. the DVP).] 

	MIXE

	
	PFOD-Debit or PFOD-Credit
	CASH

	
	DWP or RWP 
	BOTH


After the above processes, Penalties have been detected and are ready for their calculation. T2S has identified the Penalties to be computed for the previous business day and assigned them the following information: 
· A Common Penalty ID (composed of 15 characters);
· The Individual Penalty ID for the Failing Party (F+Common Penalty ID)
· The Individual Penalty ID for the Non-Failing Party (N+Common Penalty ID)
· The Penalty Detection Date, i.e.: the previous business date;
· The type of Penalty: SEFP or LMFP;
· The Calculation Method (SECU, MIXE, CASH or BOTH);
· The Security
· Quantity of the underlying Settlement Instruction
· The payment type of the underlying Settlement Instruction (FREE or APM); and
· Amount of the underlying Settlement Instruction
1.6.1.14.5 Penalty Calculation
Every business day, after the Penalties to be computed for the previous business day have been detected, T2S calculates their amount. 
T2S calculates Penalties in T2S Settlement Currencies: 
· For Penalties on Settlement Instructions against payment, the Penalty is calculated in the currency of the cash leg;
· For Penalties on Settlement Instructions free of payment, the Penalty is calculated in the currency of the underlying Security (if the settlement type of the underlying Security is nominal) or in the currency of the Reference Price (if the settlement type of the underlying Security is Unit) as long as it is a T2S Settlement Currency (i.e. “EUR” or “DKK”). In case it is not a T2S Settlement Currency, the Penalty is calculated in “EUR”.
The Penalty amount will be the sum of as many sub-amounts as business days the Penalty applies to. I.e.: 
· A SEFP always applies to a single business day (therefore it has a single sub-amount), which is the detection date of the Penalty. It is worth mentioning that a Settlement Instruction may have several SEFPs if it fails to settle in T2S on several business days. Each SEFP will be computed for each business day the Settlement Instruction fails in T2S.
· A LMFP applies to each business day when the Settlement Instruction was due to settle according to the T2S calendar[footnoteRef:15], i.e.: [15:  T2S operating days that are: either not closing days for the relevant currency if the underlying instruction is against payment; or not common closing days all currencies if the if the underlying instruction is free of payment] 

· The business days as from the ISD until, and including, the business day when the instruction is matched, in case that the instruction is matched after its relevant cut-off[footnoteRef:16]; [16:  Whether the instruction was matched before or after its Cut-off, was checked by T2S during the “Eligibility for a Late Matching Fail Penalty (LMFP)”] 

· The business days as from the ISD until, and excluding, the business day when the instruction is matched in case that the instruction is matched before its relevant cut-off.
For each applicable business day of the Penalty, T2S checks if the Security of the Settlement Instruction is subject to penalties (i.e. is defined in the list of Security Subject to Cash Penalties for the relevant date):
· In case the Security of the Settlement Instruction is not subject to penalties in all the applicable business days, T2S records the Penalty with Status “Not computed” (NCOM), but no further processing is needed, the Penalty will not be reported. 
· In case the Security of the Settlement Instruction is subject to penalties at least in one of the applicable business days, T2S records the Penalty with Status ‘active’ (‘ACTV’)[footnoteRef:17] and computes it based on the relevant sub-amount(s) for the applicable business days for which the Security is subject to penalties. [17:  Status ‘active’ (‘ACTV’) with no reason code] 

T2S calculates each sub-amount using the Calculation Method previously identified by the Penalty Eligibility process:
TABLE xxx –FORMULA FOR EACH CALCULATION METHOD
	CALCULATION METHOD
	FORMULA

	CASH
	Cash Discount Penalty Rate* x Amount**

	SECU
	Security Penalty Rate* x Reference Price* x Quantity**

	MIXE
	Cash Discount Penalty Rate* x Reference Price* x Quantity**

	BOTH
	SECU + CASH


* Reference data retrieved from Static Data
** Underlying Settlement Instruction data already retrieved in the Penalty Eligibility process
As shown in the table above, each Calculation Method requires a different set of reference data.
The required reference data for the Calculation Method (and if needed foreign exchange rates) is retrieved taking into account that the maximum period reference data remains in the system without being purged is 3 calendar months. Consequently, in case a Settlement Instruction is matched in T2S with an ISD more than 3 calendar months in the past (i.e.: in case of a LMFP), T2S will compute the LMFP: 
· Using, for the business days that are within the last 3 calendar months, the reference data of the corresponding business day; and 
· Using, for the business days that are before the last 3 calendar months, the reference data of the business day equal to current business day minus 90 calendar days.
The required reference data per Calculation Method[footnoteRef:18] is selected as follows: [18:  “BOTH” is not described as the required reference data is the same as the one described for “SECU” and for “CASH”] 

· “CASH” Calculation Method: 
The Cash Discount Penalty Rate[footnoteRef:19] for the currency of the Penalty and the applicable business day. [19:  Provided by Static Data as a “BaseOneRate" i.e. rate expressed as a decimal, for example, 0.7 is 70%] 

· “SECU” Calculation Method: 
The Security Penalty Rate[footnoteRef:20] of the relevant Asset Type and the applicable business date; and the Reference Price[footnoteRef:21] for the Security and the applicable business date.  [20:  Provided by Static Data as a “BaseOneRate" i.e. rate expressed as a decimal, for example, 0.7 is 70%]  [21:  Provided by Static Data either as an amount if the settlement type of the underlying Security is Unit or as a coefficient if the settlement type of the underlying Security is Nominal. Prices as coefficient are provided as “BaseOneRate" i.e. rate expressed as a decimal, for example, 0.7 is 70%] 

Concretely, the Security Penalty Rate is retrieved as follows: For the Security and business date, Static Data provides the derived Financial Instrument Type, the liquidity attribute in case of shares (“SHRS”), the Daily Price and the two possible[footnoteRef:22] Security Penalty Rates (each one for the relevant asset type corresponding to instruments traded on SME growth market or not traded on SME growth market). The Penalty Mechanism selects the applicable Security Penalty Rate depending on whether the Common MIC[footnoteRef:23] is in the Static Data´s list of MIC identifiers for SME Growth Markets:  [22:  Except if the Financial Instrument Type is “SOVR”, in which case only one Security Penalty Rate is possible (see TABLE XX – Possible combinations and Assets Types)]  [23:  As described in Penalty Eligibility Section [page], the Common MIC is the Place of Trade (Market Identifier Code) specified with the same value in both, the underlying Settlement Instruction and the counterparts’ Settlement Instruction. ] 

· If the Common MIC is in the list of SME Growth Markets, the Security Penalty Rate for instruments traded in an SME growth market applies; 
· If the Common MIC is not in the list of SME Growth Markets, the Security Penalty Rate for instruments not traded in an SME growth market applies.
· “MIXE” Calculation Method: 
The Cash Discount Penalty Rate[footnoteRef:24] for the currency of the Penalty and the applicable business day; and the Reference Price[footnoteRef:25] for the Security and the applicable business date. [24:  Provided by Static Data as a “BaseOneRate" i.e. rate expressed as a decimal, for example, 0.7 is 70%]  [25:  Provided by Static Data either as an amount if the settlement type of the underlying Security is Unit or as a coefficient if the settlement type of the underlying Security is nominal. Prices as coefficient are provided as “BaseOneRate" i.e. rate expressed as a decimal, for example, 0.7 is 70%] 

Use of foreign exchange rates: 
In order to calculate the Penalty amount in the currency in which it must be calculated according to the principles described above, T2S applies an exchange rate when necessary:
· Converting the amount won’t be necessary for Penalties with Calculation Method “CASH” (applied for penalties on free of delivery instructions: PFOD-Debit and PFOD-Credit), as the currency of the amount of cash failed to be delivered is, by definition, the currency of the cash leg of the instruction, which will always be a T2S settlement currency. I.e.:
AMOUNT = Cash Discount Penalty Rate * Amount failed to be delivered (in EUR or DKK)
· For Penalties with Calculation Method “SECU” or “MIXE”, applying an exchange rate will be necessary in case that the reference data used for the calculation is denominated in a different currency than the one of the penalty as described in the following examples[footnoteRef:26]: [26:  The application of an exchange rate for penalties with Calculation Method “BOTH” (“SECU” + “CASH”) is not described separately as will depend on the need to apply it for its “SECU” part] 

EXAMPLE xxx – CONVERSION OF PENALTIES ON SETTLEMENT INSTRUCTIONS AGAINST PAYMENT
For Penalties where the underlying Settlement Instruction is against payment (i.e. DVP or RVP) and therefore with Calculation Method “SECU” or “MIXE”, the Penalty has to be calculated in the currency of the cash leg, i.e. EUR or DKK. 
For this purpose, one or two foreign exchange rates might be necessary:
· Currency of the Penalty is EUR: one Foreign Exchange Rate might be needed:
	
	Calculation Method
	Settlement Instruction Type
	Cash leg Currency
	Penalty Currency
	Security/ Price Currency[footnoteRef:27] [27:  Currency of the underlying Security if the settlement type of the Security is nominal; Currency of the Reference Price if the settlement type of the Security is Unit] 

	EUR FX Rate required

	1
	SECU
	DVP
	EUR
	EUR
	EUR
	N/A

	2
	SECU
	DVP
	EUR
	EUR
	GBP
	EURGBP

	3
	MIXE
	RVP
	EUR
	EUR
	EUR
	N/A

	4
	MIXE
	RVP
	EUR
	EUR
	DKK
	EURDKK


· The first Penalty, with Calculation Method “SECU” because it is over a DVP Settlement Instruction, will not need any Foreign Exchange Rate for its calculation.
· The second Penalty, with Calculation Method “SECU” because it is over a DVP Settlement Instruction, will be calculated as follows:
ORIGINAL AMOUNT (in GBP) = Security Penalty Rate x Reference Price x Quantity failed to settle 
AMOUNT (in EUR) = ORIGINAL AMOUNT x [1 / Euro Foreign Exchange Rate (GBP)]
· The third Penalty, with Calculation Method “MIXE” because it is over a RVP Settlement Instruction, will not need any Foreign Exchange Rate for its calculation.
· The fourth Penalty, with Calculation Method “MIXE” because it is over a RVP Settlement Instruction, will be calculated as follows:
ORIGINAL AMOUNT (in DKK) = Cash Discount Penalty Rate x Reference Price x Quantity failed to settle
AMOUNT (in EUR) = ORIGINAL AMOUNT x [1 / Euro Foreign Exchange Rate (DKK)]
· Currency of the Penalty is DKK: one or two Foreign Exchange Rates might be needed. In case two Foreign Exchange Rates are applied, the EUR is used to pivot from the original currency to DKK, hence the first Foreign Exchange Rate will be used to convert the amount to EUR, and the second one will be used to convert the amount to DKK:
	
	Calculation Method
	Settlement Instruction Type
	Cash leg Currency
	Penalty Currency
	Security/ Price Currency[footnoteRef:28] [28:  Currency of the underlying Security if the settlement type of the Security is nominal; Currency of the Reference Price if the settlement type of the Security is Unit] 

	EUR FX Rates required

	1
	SECU
	DVP
	DKK
	DKK
	DKK
	N/A

	2
	SECU
	DVP
	DKK
	DKK
	EUR
	EURDKK

	3
	SECU
	DVP
	DKK
	DKK
	NOK
	- EURNOK
- EURDKK

	4
	MIXE
	RVP
	DKK
	DKK
	DKK
	N/A

	5
	MIXE
	RVP
	DKK
	DKK
	EUR
	EURDKK

	6
	MIXE
	RVP
	DKK
	DKK
	CHF
	- EURCHF
- EURDKK


· The first Penalty, with Calculation Method “SECU” because it is over a DVP Settlement Instruction, will not need any Foreign Exchange Rate for its calculation.
· The second Penalty, with Calculation Method “SECU” because it is over a DVP Settlement Instruction, will be calculated as follows:
ORIGINAL AMOUNT (in EUR) = Security Penalty Rate x Reference Price x Quantity failed to settle 
AMOUNT (in DKK) = ORIGINAL AMOUNT x [1 / Euro Foreign Exchange Rate (DKK)]
· The third Penalty, with Calculation Method “SECU” because it is over a DVP Settlement Instruction, will be calculated as follows:
ORIGINAL AMOUNT (in NOK) = Security Penalty Rate x Reference Price x Quantity failed to settle
AMOUNT (in DKK) = ORIGINAL AMOUNT x [1 / First Euro Foreign Exchange Rate (NOK)] x Second Euro Foreign Exchange Rate (DKK)
· The fourth Penalty, with Calculation Method “MIXE” because it is over a RVP Settlement Instruction, will not need any Foreign Exchange Rate for its calculation.
· The fifth Penalty, with Calculation Method “MIXE” because it is over a RVP Settlement Instruction, will be calculated as follows:
ORIGINAL AMOUNT (in EUR) = Cash Discount Penalty Rate x Reference Price x Quantity failed to settle
AMOUNT (in DKK) = ORIGINAL AMOUNT x [1 / Euro Foreign Exchange Rate EUR)]
· The sixth Penalty, with Calculation Method “MIXE” because it is over a RVP Settlement Instruction, will be calculated as follows:
ORIGINAL AMOUNT (in CHF) = Cash Discount Penalty Rate x Reference Price x Quantity failed to settle
AMOUNT (in DKK) = ORIGINAL AMOUNT x [1 / First Euro Foreign Exchange Rate (CHF)] x Second Euro Foreign Exchange Rate (DKK)
EXAMPLE xxx – CONVERSION OF PENALTIES ON SETTLEMENT INSTRUCTIONS FREE OF PAYMENT
For Penalties where the underlying Settlement Instruction is free of payment (i.e. DFOP or RFOP) and therefore with Calculation Method “SECU”, the Penalty has to be calculated either in the currency of the underlying Security (if the settlement type of the underlying Security is nominal) or in the currency of the Reference Price (if the settlement type of the underlying Security is Unit) as long as it is a T2S Settlement Currency (i.e. “EUR” or “DKK”). In case it is not a T2S Settlement Currency, the Penalty is calculated in “EUR”. For this purpose, one or two foreign exchange rates might be necessary:
· Currency of the Penalty is EUR: one Foreign Exchange Rate might be needed:
	
	Calculation Method
	Settlement Instruction Type
	Security Settlement Type
	Currency of the Security
	Currency of the Price
	Penalty Currency
	EUR FX Rates required

	1
	SECU
	DFOP
	Unit
	N/A
	EUR
	EUR
	N/A

	2
	SECU
	DFOP
	Unit
	N/A
	USD
	EUR
	EURUSD

	3
	SECU
	RFOP
	Nominal
	EUR
	N/A
	EUR
	N/A

	4
	SECU
	RFOP
	Nominal
	CAD
	N/A
	EUR
	EURCAD


· The first Penalty, with Calculation Method “SECU” because it is over a DFOP Settlement Instruction, and with currency of the Reference Price (EUR) because the settlement type of the Security is Unit, will not need any Foreign Exchange Rate for its calculation.
· The second Penalty, with Calculation Method “SECU” because it is over a DFOP Settlement Instruction, and with currency of the Reference Price (USD) because the settlement type of the Security is Unit, will be calculated as follows:
ORIGINAL AMOUNT (in USD) = Security Penalty Rate x Reference Price x Quantity failed to settle
AMOUNT (in EUR) = ORIGINAL AMOUNT x [1 / Euro Foreign Exchange Rate (USD)] 
· The third Penalty, with Calculation Method “SECU” because it is over a RFOP Settlement Instruction, and with currency of the underlying Security (EUR) because its settlement type is Nominal, will not need any Foreign Exchange Rate for its calculation.
· The fourth Penalty, with Calculation Method “SECU” because it is over a RFOP Settlement Instruction, and with currency of the underlying Security (CAD) because its settlement type is Nominal, will be calculated as follows:
ORIGINAL AMOUNT (in CAD) = Security Penalty Rate x Reference Price x Quantity failed to settle
AMOUNT (in EUR) = ORIGINAL AMOUNT x [1 / Euro Foreign Exchange Rate (CAD)]
· Currency of the Penalty is DKK: For Penalties on free of payment instructions, the currency of the Penalty is DKK only in case the currency of the Security or of the Price is “DKK” (otherwise the Penalty would be in “EUR”). Therefore, no Foreign Exchange Rate is needed:
	
	Calculation Method
	Settlement Instruction Type
	Security Settlement Type
	Currency of the Security
	Currency of the Price
	Penalty Currency
	EUR FX Rates required

	1
	SECU
	DFOP
	Unit
	N/A
	DKK
	DKK
	N/A

	2
	SECU
	RFOP
	Nominal
	DKK
	N/A
	DKK
	N/A


· The first Penalty, with Calculation Method “SECU” because it is over a DFOP Settlement Instruction, and with currency of the Reference Price (DKK) because the settlement type of the Security is Unit, will not need any Foreign Exchange Rate for its calculation.
· The second Penalty, with Calculation Method “SECU” because it is over a RFOP Settlement Instruction, and with currency of the underlying Security (DKK) because its settlement type is Nominal, will not need any Foreign Exchange Rate for its calculation.
1.6.1.14.6 Penalty Modifications
T2S provides the CSDs with the features to make ex-post modifications/corrections on the Penalties computed. As a general rule, only the CSD of the Failing Party is allowed to perform modifications on a Penalty and as long as they are requested in the allowed time frame (also known as Appeal Period). The modifications a CSD may perform on a Penalty are:
· Removal of a Penalty: in cases foreseen in the CSDR framework when settlement cannot be performed for reasons that are independent from any of the CSD participants or the CSD, the Penalty shall not be charged. In such cases, the CSD shall be able to remove the Penalty[footnoteRef:29] computed. [29:  The whole Penalty is removed (it is not possible to remove a portion /sub-amount of a Penalty). E.g. full LMFP will be removed] 

· Re-inclusion of a previously removed Penalty: to cater for operational errors in the Removal of Penalties, T2S allows the CSD to re-include a Penalty that has been previously removed.
· Switch between the Failing and non-Failing Party of a Penalty: to cater inter alia for cases where a transaction is settled on multiple platforms, i.e. when settlement on T2S depends on the fulfilment of a condition outside T2S. For example, when cash settlement takes place outside T2S while the settlement of securities takes place in T2S, conditional securities deliveries (CoSD) may be used by T2S Actors to block the securities in T2S until cash settlement takes place on the relevant platform. Depending on the CoSD configuration and on the business scenario, T2S could compute and assign the Penalty to the incorrect party (i.e. to the delivering instead of to the receiving participant or vice versa), e.g. because the free-of-payment delivery in T2S is failing, while it is due to the lack of cash of the Counterparty on the external cash settlement platform. Hence, in order to allow the CSD to make the required ex-post correction, the CSD shall be able to swap the Failing Party and the non-Failing Party of the Penalty.
· Re-allocation of a LMFP: to cater for the cases where an already matched Settlement Instruction is sent late to T2S and, consequently, a LMFP is computed and assigned to the Instructing Party as both the Failing Party and non-Failing Party. T2S does not have the information for identifying the last participant to enter the relevant instruction, but the Instructing Party does. Hence, in such cases, the CSD shall be able to re-allocate the Penalty from the initially assigned Failing and non-Failing Party (i.e. the Instructing Party of the Settlement Instruction) to the Delivering Party and the Receiving Party of the instruction (i.e. as the actual Failing Party and non-Failing Party or vice versa)  
CSDs, or the T2S Operator on their behalf, can send their modification requests via the T2S GUI or A2A via flat files (see section Penalty Modification Requests bulk file format specifications [page]). 
T2S validates each modification request received in order to reject it if it does not successfully pass the validations or to execute otherwise.
Modification Request validation: 
· For a Removal request, T2S performs the following validations:
· It refers to the Penalty by the Individual Penalty ID and not by the Common Penalty ID;
· The Penalty with the Individual Penalty ID exists, has Status “Active” (“ACTV”) and is on its Appeal Period (i.e. it is modifiable); 
· The Individual Penalty ID relates to the Failing Party;
· The CSD requesting the removal is the CSD of the Failing Party of the Penalty; and
· The Removal request provides:
· A Removal Reason, among the standard reason codes defined by ESMA, i.e.: “INSO”, “SEMP”, “SESU”, “SUSP”, “TECH” or “OTHR”;
A ‘Description text’ when the Removal Reason is “OTHR”.
· For a Re-inclusion request, T2S performs the following validations:
· It refers to the Penalty by the Individual Penalty ID and not by the Common Penalty ID;
· The Penalty with the Individual Penalty ID exists, has Status Removed (“REMO”), is not Removed because of a previous Re-allocation, and is on its Appeal Period (i.e. it is modifiable); 
· The Individual Penalty ID relates to the Failing Party; and
· The CSD requesting the re-inclusion is the CSD of the Failing Party of the Penalty.
· For a Switch request, T2S performs the following validations:
· It refers to the Penalty by the Individual Penalty ID and not by the Common Penalty ID;
· The Penalty with the Individual Penalty ID exists, has Status “Active” (“ACTV”) and is on its Appeal Period (i.e. it is modifiable); 
· The Individual Penalty ID relates to the Failing Party;
· The CSD requesting the switch is the CSD of the Failing Party of the Penalty; and
· The Switch request provides a ‘Description text’.
· For a Re-allocation request, T2S performs the following validations:
· It refers to a Penalty by the Common Penalty ID and not by the Individual Penalty ID;
· The Penalty with the Common Penalty ID exists, has Status “Active” (“ACTV”), has not been re-allocated before and is on its Appeal Period (i.e. it is modifiable);
· The Penalty with the Common Penalty ID is a LMFP over a Settlement Instruction sent as already matched to T2S;
· The CSD requesting the Re-allocation is the same as the CSD of the Instructing Party of the underlying Settlement Instruction of the LMFP;
· The new Failing Party BIC and the new non-Failing Party BIC provided are the BICs of the delivering and the receiving Party of the underlying Settlement Instruction;
· If the new Failing Party BIC corresponds to the delivering party of the underlying Settlement Instruction, then the new Non-Failing Party BIC corresponds to the receiving party (or vice versa).
· The T2S Reference of the failed Settlement Instruction is provided if, and only if, the specified new Failing Party BIC is equal to the New Non-Failing Party BIC; and
· The T2S reference of the failed Settlement Instruction is either the delivering or the receiving Settlement Instruction created in T2S for the underlying instruction sent already matched.
In case the Modification Request does not successfully pass the validations, T2S rejects it and informs the T2S Actor (see section 2.30 Send Penalty Modification Requests [page]). 
Otherwise, T2S executes the modification request, informs the T2S Actor (see section 2.30 Send Penalty Modification Requests [page]) and performs the relevant actions over the Penalty according to the request, as described hereafter.
Modification of the Penalty:
Depending on the request, the actions performed on the Penalty are the following: 
· In a Removal, T2S:
· Sets the Status to Removed (“REMO”);
· Stores the Removal Reason specified by the CSD in the request as well as the additional description text included in case the Removal Reason was “OTHR”;
· Reduces the Amount to zero; and
· Flags the Penalty as “to be reported”, so it is included in the next List of Modified Penalties Report but without providing information about its Sub-amounts (Calculation Data) that will not be visible any more.
· In a Re-inclusion, T2S:
· Sets the Status to Active (“ACTV”) and Reason Code to Updated (“UPDT”);
· Restores the Amount as it was before the Penalty was removed; and 
· Flags the Penalty as “to be recalculated” and as “to be reported”, so it is recalculated in the next Recalculation process and it is included in the next List of Modified Penalties Report.
· In a Switch, T2S:
· Sets the Reason Code to Switched (“SWIC”);
· Stores the additional description text if specified by the CSD;
· Updates the Debit/Credit indicator of both Applicable Parties (if the value is “Debit” it is updated to “Credit” and vice versa) so the Failing Party becomes the non-Failing Party and the non-Failing Party becomes the Failing Party:
	ORIGINAL PENALTY
	
	PENALTY SWITCHED

	Failing Party           (“Debit”)                
	
	Non-Failing Party      (“Credit”)

	Non-Failing Party    (“Credit”)
	
	Failing Party             (“Debit”)


It is worth mentioning that the Individual Penalty ID is not updated. Hence, after the first switch, the Individual Penalty ID for the (new) Failing Party will start by “N”, and the Individual Penalty ID for the (new) Non-Failing Party will start by “F”.
· Updates the Calculation Method if necessary in order to remain in line with the Table XXX- Calculation Method Identification [page]. I.e.:
· If the Calculation Method is “MIXE”, it is updated to “SECU”;
· If the Calculation Method is “SECU” and the Payment Type of the underlying Settlement Instruction is against payment, it is updated to “MIXE”.
· Flags the Penalty as “to be recalculated” and as “to be reported”, so it is recalculated in the next Recalculation process and it is included in the next List of Modified Penalties Report.
· In a Re-allocation, T2S removes the existing Penalty and creates a new reallocated Penalty:
· For the existing Penalty, T2S:
· Sets the Status to Removed (“REMO”) and Reason Code to Re-allocation (“RALO”);
· Reduces the Amount to Zero;
· Storing the reference[footnoteRef:30] of the new Penalty it has been re-allocated to; and [30:  The Common Penalty ID] 

· Flags the Penalty as “to be reported”, so it is included in the next List of Modified Penalties Report but without providing information about its Sub-amounts (Calculation Data) that will not be visible any more.
·  For the new reallocated Penalty, T2S:
· Sets the Status Active (“ACTV”) and Reason Code Re-allocation (“RALO”);
· Storing the reference[footnoteRef:31] of the removed Penalty it has been re-allocated from; and [31:  The Common Penalty ID] 

· Defines the Calculation Method according to Table XXX- Calculation Method Identification [page].
· Flags the Penalty as “to be recalculated” and as “to be reported”, so it is recalculated in the next Recalculation process and it is included in the next List of Modified Penalties Report.

1.6.1.14.7 Recalculation
Every business day, after the Penalty Calculation process, T2S recalculates Penalties due to the execution of modifications requested by the CSD (see previous section) or due to Static Data updates.
The Static Data updates that can affect a Penalty are:
· Insertion of a Security in the Securities Subject to Cash Penalties;
· Updates on the attributes of a Security Subject to Cash Penalties (the Liquidity or the Financial Instrument Type associated to the underlying Security´s CFI) and the related Daily Price or Security Penalty Rate;
· Changes (insertion, update or deletion) in the Cash Discount Penalty Rate (of a Currency);
· Changes (insertion, update or deletion)  in the Euro Foreign Exchange Rate (vs a Currency); and
· Changes (insertion, update or deletion) in the List of SME Growth Markets.
T2S automatically recalculates Penalties affected by the above updates as long as the Penalty:
· Has a status different from Removed (“REMO”);
· Is on its Appeal Period (i.e. is modifiable);
· Has not been flagged as “to be recalculated” due to the execution of a modification request[footnoteRef:32].  [32:  When a Penalty is flagged as “to be recalculated” it will be recalculated considering the latest the Static Data, so there is no need to recalculate these Penalties because of Static Data updates] 

For this purpose, every business day Static Data provides the Penalty Mechanism with the relevant data updates[footnoteRef:33] occurred since the last deadline for provision of penalty data (see section Settlement Day [page]). In case several data updates affect the same Penalty, all of them will be taken into account (i.e. T2S recalculates the Penalty considering all the Static Data updates occurred). [33:  When impacting business days before the previous business day] 

The daily communication from Static Data includes the business day(s) impacted by each data update, so that the Penalty Mechanism can identify the affected Penalties[footnoteRef:34] and perform the relevant actions on them as described in the following table: [34:  As long as they fulfill the above mention conditions for being recalculated (status different from Removed (“REMO”), on their Appeal Period and not flagged as “to be recalculated” due to the execution of a modification request)] 


	UPDATE TYPE
	SELECTION AND ACTIONS ON THE PENALTY

	Insertion of a Security in the Securities Subject to Cash Penalties
	T2S selects Penalties with the related Security and an applicable business day equal to the ones informed in the update.
For each Penalty selected:
· In case the Status is Not Computed “NCOM”, it is updated to Active “ACTV”;
· The Reason Code is set to Updated “UPDT”;
· The Penalty Amount is recalculated with the new Static data; and
· It is flagged as “to be reported”, so it is included in the next List of Modified Penalties Report.

	Updates on the attributes of a Security Subject to Cash Penalties (the Liquidity or the Financial Instrument Type associated to the underlying Security´s CFI) and the related Daily Price or Security Penalty Rate
	T2S selects Penalties with status Active “ACTV”, with relevant Calculation Method[footnoteRef:35], and with the related Security and an applicable business day equal to the ones informed in the update. [35:  E.g. for changes in the Liquidity or Security Penalty Rate, only Penalties with Calculation Method “SECU” or “BOTH” are selected, whereas for changes in the Daily Price, Penalties with Calculation Method “SECU”, “MIXE” or “BOTH” are selected] 

For each Penalty selected:
· The Penalty Reason Code is set to Updated “UPDT”;
· The Penalty Amount is recalculated with the new Static Data; and
· It is flagged as “to be reported”, so it is included in the next List of Modified Penalties Report.

	Changes on a Cash Discount Penalty Rate (of a Currency)
	T2S selects Penalties with status Active “ACTV”, Calculation Method different from “SECU”, and with the related Currency and an applicable business day equal to the ones informed in the update.
For each Penalty selected:
· The Penalty Reason Code is set to Updated “UPDT”;
· The Penalty Amount is recalculated with the new Static Data; and
· It is flagged as “to be reported”, so it is included in the next List of Modified Penalties Report.

	Changes on an Euro Foreign Exchange Rate (vs a Currency)
	T2S selects Penalties with status Active “ACTV” and the related Currency of the Original amount and an applicable business day equal to the ones informed in the update.
For each Penalty selected:
· The Penalty Reason Code is set to Updated “UPDT”;
· The Penalty Amount is recalculated with the new Static Data; and
· It is flagged as “to be reported”, so it is included in the next List of Modified Penalties Report.

	Changes in the list of MIC identifiers for SME Growth Markets 
	T2S selects Penalties with status Active “ACTV”, Calculation Method “SECU” or “BOTH”, Security with Financial Instrument Type different from “SOVR” [footnoteRef:36] and with the related Common MIC equal to the MIC informed in the update. [36:  When the Financial Instrument Type is SOVR, the SME growth market is not relevant for the Calculation of the Penalty, hence the SME attribute is updated but without changing the Reason code of the affected Penalty, neither recalculating nor flagging the Penalty as “to be reported”] 

For each Penalty selected:
· The Penalty Reason Code is set to Updated “UPDT”;
· The Penalty Amount is recalculated with the new Static Data; and
· It is flagged as “to be reported”, so it is included in the next List of Modified Penalties Report.



EXAMPLE XXX – INSERTION OF A SECURITY SUBJECT TO CASH PENALTIES
One Penalty (SEFP) is generated with the following data: 
· Detection Date: 23rd September 2021;
· Penalty Type: SEFP;
· Underlying DVP Settlement Instruction Security: ISIN - ES0113211835;
· The Penalty Status is set to Not Computed “NCOM”, because the Security with ISIN: ES0113211835, was not subject to penalties on 23rd September 2021.
A second Penalty (LMFP) is generated with the following data: 
· Detection Date: 23rd September 2021;
· Penalty Type: “LMFP”;
· Underlying DVP Settlement Instruction ISD is 21st September 2021;
· Underlying DVP Settlement Instruction Security: ISIN - ES0113211835;
· The Penalty applies to 21st, 22nd and 23rd September 2021, as it was matched on the 23rd September 2021 after the DVP cut-off, and the three business days are not closing days for the currency of the Settlement Instruction. Hence, the Penalty is composed of 3 sub-amounts, one for each of the applicable business days.
· The Penalty Status is set to Not Computed “NCOM”, because the Security with ISIN: ES0113211835 was not subject to penalties in any of the applicable business days (21st, 22nd and 23rd September 2021). 
On the 29th September 2021, the relevant CSD defines the Security as subject to penalties from the 22nd September 2021 onwards. 
Insert of Securities Subject to Cash Penalties with the following data: 
· Business days impacted: 
· 22nd September 2021; 		23rd September 2021;	 	24th September 2021;
27th September 2021.
· Security: ISIN - ES0113211835.
The first Penalty (SEFP) of the example is affected because it has the related Security and applicable business day (23rd September 2021) equal to the ones of the update. 
The second Penalty (LMFP) of the example is affected because it has the related Security and applicable business days (22nd and 23rd September 2021) equal to the ones of the update. 
T2S therefore, performs the following action on both Penalties: 
· Updates the Status from Not Computed “NCOM” to Active “ACTV” 
Note that the LMFP is set to Active “ACTV” although the Security is not subject to penalties on one business day – 21st September 2021 - , because the Security is subject to penalties in at least one of the applicable business days  - in this  case, in two: 22nd and 23rd September 2021 -.
· Sets the Reason Code to Updated “UPDT”;
· Recalculates the Penalty amount with the new Static data; and
· Flags them as “to be reported”, so they are included in the next List of Modified Penalties Report.

EXAMPLE XXX –UPDATES ON ATTRIBUTES OF A SECURITY SUBJECT TO PENALTIES
One Penalty (SEFP) is generated with the following data: 
· Detection Date: 23rd September 2021;
· Penalty Type: SEFP;
· Underlying DVP Settlement Instruction Security: ISIN - DE0113211836;
· The Penalty Status is set to Active “ACTV”, because the Security with ISIN: DE0113211836, is subject to penalties since its issuance in March 2021.
A second Penalty (LMFP) is generated with the following data: 
· Detection Date: 23rd September 2021;
· Penalty Type: “LMFP”;
· Underlying DVP Settlement Instruction ISD is 21st September 2021;
· Underlying DVP Settlement Instruction Security: ISIN - DE0113211836;
· The Penalty applies to 21st, 22nd and 23rd September 2021, as it was matched on the 23rd September 2021 after the DVP cut-off, and the three business days are not closing days for the currency of the Settlement Instruction. Hence, the Penalty is composed of 3 sub-amounts, one for each of the applicable business days. 
· The Penalty Status is set to Active “ACTV”, because the Security with ISIN: DE0113211836, is subject to penalties in the 3 applicable business days (21st, 22nd and 23rd September 2021).
On the 29th September 2021, the relevant CSD updates the value of the Liquidity Indicator (from “Liquid” to “Illiquid”) of the existing instance of the Security Subject to Cash Penalties for DE0113211836 that has “valid from” the 3rd March 2021. 
Accordingly the update impacts:
· All business days from the 3rd March 2021 until the 27th September 2021;
· The security: ISIN - DE0113211836.
The first Penalty (SEFP) of the example is affected because it has the related Security and applicable business day (23rd September 2021) equal to the ones of the update. 
The second Penalty (LMFP) of the example is affected because it has the related Security and applicable business days (21st, 22nd and 23rd September 2021) equal to the ones of the update. 
T2S therefore, performs the following action on both Penalties: 
· Sets the Reason Code to Updated “UPDT”;
· Recalculates the Penalty amount with the new value of the Liquidity Indicator; and
· Flags them as “to be reported”, so they are included in the next List of Modified Penalties Report.

It is worth mentioning that, on the 29th September 2021, it would have been possible for the relevant CSD to change the Liquidity indicator of the Security without triggering any recalculation.
For this purpose, instead of updating the value of the Liquidity Indicator of the existing instance of the Security Subject to Cash Penalties for DE0113211836, the CSD should have:
· Closed the existing instance of the Security Subject to Cash Penalties for DE0113211836 defining it as “Liquid” (i.e. setting the “Valid to” to 29th September), and 
· Opened a new instance of the Security Subject to Cash Penalties for DE0113211836 defining it as “Illiquid” (i.e. creating it with “Valid from” 30th September).

EXAMPLE XXX –UPDATES ON A REFERENCE PRICE
One Penalty (SEFP) is generated with the following data: 
· Detection Date: 23rd September 2021;
· Penalty Type: SEFP;
· Underlying DVP Settlement Instruction Security: ISIN - IT0113211838;
· Calculation method “SECU”
· The Penalty Status is set to Active “ACTV”, because the Security with ISIN: IT0113211838, is subject to penalties since its issuance in March 2021.
A second Penalty (LMFP) is generated with the following data: 
· Detection Date: 23rd September 2021;
· Penalty Type: “LMFP”;
· Underlying DVP Settlement Instruction ISD is 21st September 2021;
· Underlying Settlement Instruction Security: ISIN - IT0113211838;
· Calculation method “SECU”
· The Penalty applies to 21st, 22nd and 23rd September 2021, as it was matched on the 23rd September 2021 after the DVP cut-off, and the three business days are not closing days for the currency of the Settlement Instruction. Hence, the Penalty is composed of 3 sub-amounts, one for each of the applicable business days.
· The Penalty Status is set to Active “ACTV”, because the Security with ISIN: IT0113211838, is subject to penalties in the 3 applicable business days (21st, 22nd and 23rd September 2021).
On the 29th September 2021, the relevant CSD updates the Price of the Security for the business day 22nd of September. Accordingly the update impacts:
· Business day: 22nd September 2021;
· Security: ISIN - IT0113211838.
The first Penalty (SEFP) of the example is not affected because it has the related Security but its applicable business day (23rd September 2021) is different from the one of the update. 
The second Penalty (LMFP) of the example is affected because it has the related Security and an applicable business day (22nd September 2021) equal to the one of the update. 
T2S therefore, performs the following action only on the second Penalty (i.e. on the LMFP): 
· Sets the Reason Code to Updated “UPDT”;
· Recalculates the Penalty amount with the new value of the Price for the 22nd September; and
· Flags it as “to be reported”, so it is included in the next List of Modified Penalties Report.

EXAMPLE xxx – CHANGES ON CASH DISCOUNT PENALTY RATE
One Penalty (SEFP) is generated with the following data: 
· Detection Date: 24th September 2021;
· Penalty Type: SEFP;
· Underlying RVP Settlement Instruction Security: ISIN - IT0113211838;
· Calculation method “MIXE”
· The Penalty Status is set to Active “ACTV”, because the Security with ISIN: IT0113211838, is subject to penalties since its issuance in March 2021.
One Penalty (SEFP) is generated with the following data: 
· Detection Date: 24th September 2021;
· Penalty Type: SEFP;
· Underlying FOP Settlement Instruction Security: ISIN - IT0113211838;
· Calculation method “SECU”
· The Penalty Status is set to Active “ACTV”, because the Security with ISIN: IT0113211838, is subject to penalties since its issuance in March 2021.
On the 29th September 2021, the ECB updates the Cash Discount Penalty Rate of the EUR for the business day 24th of September. Accordingly the update impacts:
· Business day: 24th September 2021;
· Currency: EUR.
The first Penalty (SEFP) of the example is affected because it has Calculation Method “MIXE” and the related Currency and applicable business day (24th September 2021) equal to one of the update. 
The second Penalty (SEFP) of the example is not affected because it has Calculation Method “SECU” (hence no use of a Cash Discount Penalty Rate of a Currency). 
T2S therefore, performs the following action only on the first Penalty (i.e. on the SEFP with Calculation method “MIXE”): 
· Sets the Reason Code to Updated “UPDT”;
· Recalculates the Penalty amount with the new value of the Price for the 24th September; and
· Flags it as “to be reported”, so it is included in the next List of Modified Penalties Report.
1.6.1.14.8 End of Appeal Period
T2S shall only allow the modification or update of a Penalty during its Appeal Period. 
For this purpose, the End of the Appeal Period process updates the Penalties detected on the previous month to flag them as not modifiable any longer and to prevent them from being updated or modified. 
Once a month, on the business day defined in Static Data to trigger the End of Appeal Period process, i.e. on the Appeal Period End Day (currently the 13th business day of the month[footnoteRef:37], meaning, for example, the 17th of March 2021), and after the Penalties Calculation and Recalculation processes have finished, the End of the Appeal Period process selects all the Penalties that have a Detection Date within the previous calendar month (i.e. a Detection date in February 2021 in the example) and sets them as not modifiable. [37:   Considering business days as T2S opening days] 

1.6.1.14.9 Penalty Reporting
Every business day, T2S will generate the Daily Penalty List to report the Penalties detected on the previous business day, after they have been calculated, and the List of Modified Penalties to report the Penalties modified or updated after they have been recalculated. 
Once a month, on the business day defined in Static Data to trigger the Monthly Reporting, i.e. on the Monthly Reporting Day (currently the 14th business day of the month[footnoteRef:38], meaning, for example, the 18th of March 2021), T2S will generate the Monthly Aggregated Amounts to report the summary of the Penalties detected on the previous month (i.e. with a Detection date in February 2021 in the example).  [38:  Considering business days as T2S opening days] 

The Penalty reports are only available in full mode, not as a delta version. [725]
T2S shall allow a T2S Actor to receive Penalties information under its default data scope, accordingly: 
· In case of a CSD, the Penalty report shall include the Penalties that are either imposed or credited to the CSD itself, and to all the parties belonging to the CSD data scope (i.e.: CSD Participants or External CSDs)
· In case of a CSD Participant (or an External CSD), the Penalty report shall include the Penalties that are either imposed or credited to this CSD Participant (or External CSD). 
A comprehensive explanation on the content of each report can be found in 3.3.7. Securities Management (semt.044) [page].
The Penalty Lists comply with the ISO 20022 standards and are reported in the relevant semt.044 message format. Alternatively, the Penalty Lists can be reported in a flat file format. Only CSDs can opt for getting the Penalty reports in flat file, as an alternative to semt.044 message.
1.6.1.14.10 Parameter Synthesis
No specific configuration from T2S Actor is needed. The following parameters are specified by the T2S Operator.
	CONCERNED PROCESS
	PARAMETER
	CREATED BY
	UPDATED BY
	MANDATORY / OPTIONAL
	STANDARD OR DEFAULT VALUE

	End of Appeal Period
	Appeal Period End Day
	T2S Operator
	T2S Operator
	M
	13

	Penalty Reporting
	Monthly Reporting Day
	T2S Operator
	T2S Operator
	M
	14





1.6.3. Static Data management
[…]
1.6.3.3 Static data maintenance process
[…]
1.6.3.3.1 Static data objects
[…]
TABLE 344 – STATIC DATA OBJECTS
	AREA
	OBJECT
	RESPONSIBLE T2S ACTORS

	[…]
	[…]
	[…]

	Securities
	Securities
Securities valuation
Close link
Security CSD link
Auto-collateralisation eligibility link
	CSD
CB, Payment Bank
CB
CSD
CB, Payment Bank

	Securities penalty data
	Securities Subject to Cash Penalties
Security penalty rate
Cash discount penalty rate
Daily price
SME Growth Market
Euro Foreign Exchange Reference Rate
	CSD
T2S Operator
T2S Operator
CSD
T2S Operator
CB[footnoteRef:39] [39:  Only the ECB will be allowed to maintain data for Euro Foreign Exchange reference rates.] 


	[…]
	[…]
	[…]










1.6.3.3.3 Validity of static data objects
[…]
TABLE 453 – STATIC DATA OBJECTS WITH UNLIMITED VALIDITY PERIOD

	AREA
	OBJECT
	USAGE BY OTHER PROCESSES

	[…]
	[…]
	[…]

	Securities
	Auto-collateralisation eligibility link
Close link
	Taken into account by Settlement application process Realignment, CoSD, Optimising, Posting as of the next business date

	Securities penalty data
	SME Growth Market
	Taken into account by T2S Penalty Mechanism:
- on the current business day if provided before the deadline
- as of the next business date if provided after the deadline

	[…]
	[…]
	[…]



TABLE 554 – STATIC DATA OBJECTS WITH LIMITED VALIDITY PERIOD
	AREA
	OBJECT
	CREATION
	UPDATE
	DELETION
	USAGE BY OTHER PROCESSES

	[…]
	[…]
	
	
	
	[…]

	Securities
	Security CSD Link
	Validity date may take the value of the current date. 
	May take effect only as of a future date.
	May be performed only on objects that are not valid on the current date.
	Taken into account by settlement application process Optimising as of the next business date
Taken into account by all other processes upon creation or update.

	Securities penalty data
	Securities subject to cash penalties
	Validity date may take any value.
	May take effect on the current date.
	May be performed only on objects that are not valid on the current date.  If the object is past its validity period, the deletion can only be performed if the validity period ended in the month preceding the one before the current business date’s or earlier.
	Taken into account by T2S Penalty Mechanism :
- on the current business day if provided before the deadline
- as of the next business date if provided after the deadline

	
	Security penalty rate
	Validity date may take the value of the current date.
	May take effect on the current date.
	May be performed on objects that are valid on the current date.
	Taken into account by T2S Penalty Mechanism:
- on the current business day if provided before the deadline
- as of the next business date if provided after the deadline

	
	Cash discount penalty rate
	Validity date may take the value of the current date.
	May take effect on the current date.
	May be performed on objects that are valid on the current date.
	Taken into account by T2S Penalty Mechanism:
- on the current business day if provided before the deadline
- as of the next business date if provided after the deadline

	
	Daily price
	Validity date may take any value.
	May take effect on the current date.
	May be performed on objects that are valid on the current date.
	Taken into account by T2S Penalty Mechanism:
- on the current business day if provided before the deadline
- as of the next business date if provided after the deadline

	
	Euro foreign exchange reference rate
	Validity date may take any value.
	May take effect on the current date.
	May be performed on objects that are valid on the current date.
	Taken into account by T2S Penalty Mechanism:
- on the current business day if provided before the deadline
- as of the next business date if provided after the deadline




1.6.3.3.4 Static data archiving and purging
[…]
TABLE 6 – PURGE TRIGGERING CONDITIONS

	AREA
	OBJECT
	TRIGGERING CONDITION

	[…]
	[…]
	[…]

	Securities
	Securities
Securities valuation
Close link
Security CSD Link
Auto-collateralisation eligibility link
	Deletion
End of validity period
Deletion
End of validity period
Deletion

	Securities penalty data
	Securities subject to cash penalties
Security penalty rate
Cash discount penalty rate
Daily price
SME Growth Market
Euro Foreign Exchange Reference Rate
	Deletion
Deletion
Deletion
Deletion
Deletion
Deletion

	[…]
	[…]
	[…]


[…]
1.6.3.3.6 Static data maintenance instruction processing
[…]
TABLE 770 – STATIC DATA OBJECTS THAT CAN BE MAINTAINED WHILE A NIGHT-TIME SEQUENCE IS RUNNING
	AREA
	OBJECT

	[…]
	[…]

	Securities
	Securities
Securities valuation
Close link
Security CSD Link
Auto-collateralisation eligibility link

	Securities penalty data
	Securities subject to cash penalties
Security penalty rate
Cash discount penalty rate
Daily price
SME Growth Market
Euro Foreign Exchange Reference Rate

	[…]
	[…]




1.6.4. Information management
1.6.4.1. Status Management
…
1.6.4.1.3 Status management process
…
Additionally, T2S identifies as “Failing” any new incoming Settlement Instruction or Settlement Restriction, directly upon their successful validation, in the following scenarios:
· During the whole Settlement Day except for the End of day phase 304: T2S will identify as “Failing” all incoming Settlement Instructions and Settlement Restrictions having their Intended Settlement Date before the Current Business Day.
· During the End of Day phase 305: T2S will identify as “Failing” all incoming Settlement Instructions and Settlement Restrictions having their Intended Settlement Date before or equal to the Current Business Day.
Once a Settlement Instruction has been identified as “Failing” upon completion of its cut-off, the Penalty Mechanism Module will retrieve the Settlement Instruction status and reasons causing the settlement failure in order to identify if the instruction is eligible for a Penalty. 
The following high level diagram summarises how T2S identifies Settlement Instructions or Settlement Restrictions as “Failing”:
…
Penalties status transition
[image: ]
The Penalty Eligibility process creates a Penalty with an intermediate status until is processed in Calculation.
The Calculation process checks whether the Security of the Underlying Settlement Instruction is subject to penalties or not on each of the applicable business days of the Penalty:
· If the Security is subject to penalties at least in one of the applicable business days, the Penalty Status is updated to Active ("ACTV") and without any Reason;
· If the Security is not subject to penalties in any of the applicable business days, the Penalty Status is updated to Not Computed ("NCOM") and without any Reason.
During the Appeal Period of the Penalty, it can be subject to modifications and recalculations.
The Penalty Modification process can update the Status of the Penalty depending on the type of the Penalty Modification executed: 
· In case of a removal, the Penalty Status is updated to Removed ("REMO") with the corresponding Reason (“INSO”, “SEMP”, “SESU”, “SUSP”, “TECH” or “OTHR”) indicated in the Penalty Modification;
· In case of a re-inclusion (which can only be performed on Penalties with Status "REMO" and a Reason different from Re-allocated “RALO”), the Penalty Status is updated to Active ("ACTV") with Reason Updated (“UPDT”);
· In case of a switch, the Penalty Status remains as Active ("ACTV") but the Reason is changed to Switched (“SWIC”); and
· In case of a re-allocation, the Status of the Penalty is updated to Removed ("REMO") with Reason Re-allocated (“RALO”), and a new re-allocated Penalty is generated with Status Active ("ACTV") and Reason Re-allocated (“RALO”).
The Recalculation process can update the Status of the Penalty depending on the type of the Static Data update received: 
· In case an insertion of Securities subject to Cash Penalties impacts a Penalty with Status Not Computed ("NCOM"), the Penalty Status is updated to Active ("ACTV") with Reason Updated (“UPDT”); and
· In any other case, the Penalty Status remains as Active ("ACTV") but the Reason is changed to Updated (“UPDT”).
The statuses depicted in red in the above diagram are possible final statuses. They become final upon the end of their appeal period, i.e.: when the End of Appeal Period process updates the Penalty Modifiable Flag to “False”. The Status that the Penalty has at this point in time becomes its final Status.


1.6.4.2. Report generation
…
1.6.4.2.3. Report generation process
	REPORT TYPES

	Following Settlement Day Cash Forecast Report 

	Daily Penalty List

	List of Modified Penalties

	Monthly Aggregated Amounts

	Statement of executed Amendment Instructions for Intra-Balance Movements 



1.6.4.4. Query Management
…
1.6.4.4.3. Query Management process
	QUERY TYPE
	INITIATION VIA GUI
(U2A MODE)
	INITIATION VIA XML MESSAGES
(A2A MODE)

	Transactional Data Audit Trail List Query 
	x
	

	Cash Discount Penalty Rate Query
	x
	

	Daily Price Query
	x
	

	Euro Foreign Exchange Reference Rate Query
	x
	

	Monthly Net Penalty Amount Query
	x
	

	Penalty Details Query
	x
	

	Penalty List Query
	x
	

	Securities Penalty Rate Query
	x
	

	Securities Subject to Cash Penalties Query
	x
	

	SME Growth Market
	x
	





1.6.5. Operations and Supports
1.6.5.7. Invoicing
…
1.6.5.7.6. Billing data collection process
[bookmark: _Toc7447315]TABLE 891 - ITEMS CHARGED TO CSDS (INFORMATION SERVICES CATEGORY)
	INFORMATION SERVICES CATEGORY

	SERVICE ITEM
	CHARGED TO
	COUNTED EVENTS
	FURTHER INFORMATION

	
	BUSINESS SENDING PARTY
	RECEIVING PARTY
	
	

	Transmissions (inbound)
	X
	
	Each Transmission:
· received by T2S
· during the billing period
	All types of incoming transmissions (except technical Acknowledgements) are charged, e.g. each message, file, flat file (for bulk loading)[footnoteRef:40], A2A Query Request. [40:  	For “Penalty Modification Requests”, “Securities subject to Cash Penalties” and “Cash Penalty Daily Price” a one-off Transmission (inbound) fee is charged. The content of the file is not charged as Messages bundled into a file (inbound)] 


	Transmissions (outbound)
	
	X
	Each Transmission:
· sent by T2S
· during the billing period
	All types of outgoing transmissions (except technical Acknowledgements) are charged, e.g. each message, file, flat file (for bulk loading)[footnoteRef:41], A2A Query Response or A2A Report[footnoteRef:42]. [41:  	For “Penalty Modification Requests”, “Securities subject to Cash Penalties” and “Cash Penalty Daily Price” a one-off Transmission (outbound) fee is charged. The content of the file is not charged as Messages bundled into a file (outbound)]  [42:   	Admi.007 messages for the following business cases are not charged
l	ICAA001: T2S cannot respond to the query request within the timeout limit. Store and forward network service will be used.
l	ICAA002: T2S cannot respond via message based network service due to size restriction. File store and forward network service will be used.
l	ICAA003: T2S cannot respond to the query due to 32MB size restriction.] 


	Messages bundled into a file (inbound)
	X
	
	Each Message:
· bundled into a file
· received by T2S
· during the billing period
	The charge is based on the number of messages in the file. All messages of incoming files are charged. Messages received by T2S which are not accepted or not successfully authenticated are not charged.

	Messages bundled into a file (outbound)
	
	X
	Each Message:
· bundled into a file
· sent by T2S
· during the billing period
	The charge is based on the number of messages in the file. All messages of outgoing files are charged. The charge is based on the number of messages in the file.

	U2A Query (Downloaded) - “Query Type”
Each query type is a separate Service Item; see Table 197 - U2A Queries and Business Items [} Page].
	X
	
	Each business item in a downloaded U2A Query during the billing period.
Each query type separately (e.g. Limit Query, T2S Calendar Query, etc.)
	The charge applied is based on the number of business items in the downloaded U2A Query. A business item can either be a defined element of the query or the query itself. The charge applies only to one party (linked to a CSD). A list of U2A Queries and associated business items is shown in a separate table.



[…]
TABLE 195 - A2A REPORTS AND BUSINESS ITEMS
	
REPORT NAME
	
BUSINESS ITEM

	Current Settlement Day Cash Information Report
	T2S Dedicated Cash Account

	Daily Penalty List
	Cash Penalty

	Following Settlement Day Cash Forecast Report
	T2S Dedicated Cash Account

	List of Modified Penalties
	Cash Penalty

	Monthly Report of Aggregated Amounts
	Cash Penalty

	Statement of Accounts
	Cash Posting

	Statement of settled intra-position movements
	Intra-Position Movement

	Statement of Static Data for Party
	Party

	
Statement of Static Data for Securities
	
Security

	[…]
	



TABLE 197 - U2A QUERIES AND BUSINESS ITEMS
	
QUERY NAME
	
BUSINESS ITEM

	[…]
	

	Cash Account List Query
	T2S Dedicated Cash Account

	Cash Discount Penalty Rate Query
	Cash Discount Penalty Rate Query

	Cash Forecast Query
	T2S Dedicated Cash Account

	[…]
	

	Current Status of the T2S Settlement Day
	Business Day

	Daily Price Query
	Daily Price Query

	Data Changes Details Query
	Data Changes Details Query

	[…]
	

	Eligible Counterpart CSD Details Query
	Eligible Counterpart CSD Details Query

	Euro Foreign Exchange Reference Rate Query
	Euro Foreign Exchange Reference Rate Query

	Event Type Details Query
	Event Type Details Query

	[…]
	

	Message Subscription Rule Set List Query
	Message Subscription Rule Set List Query

	Monthly Net Penalty Amounts Query
	Monthly Net Penalty Amounts Query

	Network Service List Query
	Network Service List Query

	[…]
	

	Party Reference Data Query 


	Party

	Penalty Details Query
	Cash Penalty

	Penalty List Query

	Cash Penalty

	Privilege Query
	Privilege Query

	[…]
	

	Securities Deviating Nominal Query
	Security

	Securities Penalty Query
	Securities Penalty Query

	Securities Position Detailed Restriction Details Query
	Security

	[…]
	

	Securities Reference Data Query
	Security

	Securities Subject to Cash Penalties Query
	Securities Subject to Cash Penalties Query

	Securities Valuation List Query
	Security

	[…]
	

	Settlement Instruction Status Audit Trail Query
	Settlement Instruction

	SME Growth Market Query
	SME Growth Market Query

	Static Data Audit Trail/ Revision Query
	Security / Party / Securities Account / T2S Dedicated Cash Account

	[…]
	





2.19. Receive Report
…
2.19.2.1 Time/Business Event 
The Time/ Business Event is scheduled within T2S. It triggers the processing of a report generation[footnoteRef:43].  [43:  In case of the Monthly Aggregated Amounts report, the Business Event is scheduled every T2S settlement day within T2S. However, only triggers the processing of the Monthly Aggregated Amounts report generation on the Monthly Reporting Day (the 14th business day of the month)] 

For the process of report generation it is essential that a T2S System User configured a report in advance in static data.
…
2.19.3. Outbound messages
	REPORT TYPE
	ISO20022 MESSAGE
	ISO CODE

	Current Settlement Day Cash Information Report 

	BankToCustomerAccountReport [1120] / “Current Settlement Day Cash Information Report” [1121]
	camt.052.001.06 


	Following Settlement Day Cash Fore-cast Report 
	BankToCustomerAccountReport [1120] / “Following Settlement Day Cash Forecast Report” [1121] 
	camt.052. 001.06 

	Daily Penalty List
	Securities Transaction Penalties Report [Page]/ Daily Penalty List
	semt.044.001.01

	List of Modified Penalties

	Securities Transaction Penalties Report [Page]/ List of Modified Penalties 
	semt.044.001.01

	Monthly Aggregated Amounts
	Securities Transaction Penalties Report [Page]/ Monthly Aggregated Amounts
	semt.044.001.01

	Statement of Settlement Allegements (Complete/Delta) 
	SecuritiesSettlementTransactionAl-legementReport [1429] 
	semt.019.001.06 




2.20. Receive Flat File Report
…
2.20.2.1 Business Event 
The existing Business Events End of Day and Night time Settlement within T2S trigger the processing of a flat file report generation[footnoteRef:44].  [44:  In case of the Monthly Aggregated Amounts flat file report, the Business Event is scheduled every T2S settlement day within T2S. However, only triggers the processing of the Monthly Aggregated Amounts flat file report generation on the Monthly Reporting Day (the 14th business day of the month)] 

For the process of flat file report generation it is essential that a T2S System User configured a report in advance in static data.
...


2.28 Bulk Load Securities Subject to Cash Penalties (new section)
2.28.1 Introduction
This use case covers the standard situation of a CSD Actor loading its list of Securities Subject to Cash Penalties. Securities Valuations can be loaded by means of a flat file which follows a specific format.
The U2A channel for loading Securities Subject to Cash Penalties can be used by CSDs as an alternative method. 
2.28.2 Activity Diagram
The following diagram details all the processing steps of the Bulk Load Securities Subject to Cash Penalties Use Case:


2.28.2.1 Static Data Securities Subject to Cash Penalties File Check 
This step validates each row of the file from a business point of view against the existing Static Data. The result, regardless of the outcome is that T2S sends a Response File to the T2S Actor. For each processed row contained in the file, two outcomes are possible: 
· The insertion triggers an error, in which case the Security Subject to Cash Penalties is not loaded and a row is provided in the Response File with the error description.
· The insertion does not trigger an error, in which case the Security Subject to Cash Penalties is loaded successfully.
The Response File sent to the T2S Actor will therefore contain a generic response and a variable number of rows, one for each insertion which triggered an error and was consequently not processed. 
The checks applied to the rows in the input file are the same as the ones in place for the standard U2A channel.

2.29 Bulk Load Daily Prices for Penalties (new section)
2.29.1 Introduction
This use case covers the standard situation of a CSD Actor loading its list of Daily Prices for Penalties. Daily Prices can be loaded by means of a flat file which follows a specific format.
The U2A channel for loading Daily Prices can be used by CSDs as an alternative method. 
2.29.2 Activity Diagram
The following diagram details all the processing steps of the Bulk Load Daily Prices for Penalties Use Case:


2.29.2.1 Static Data Daily Prices File Check 
This step validates each row of the file from a business point of view against the existing Static Data. The result, regardless of the outcome is that T2S sends a Response File to the T2S Actor. For each processed row contained in the file, two outcomes are possible: 
· The insertion triggers an error, in which case the Daily Price is not loaded and a row is provided in the Response File with the error description.
· The insertion does not trigger an error, in which case the Daily Price is loaded successfully.
The Response File sent to the T2S Actor will therefore contain a generic response and a variable number of rows, one for each insertion which triggered an error and was consequently not processed. 
The checks applied to the rows in the input file are the same as the ones in place for the standard U2A channel.

2.30 Send Penalty Modification Requests (new section)
2.30.1. Introduction
This use case covers the situation of a CSD T2S Actor sending Penalty Modification requests by means of a flat file, which follows a specific format (See section Penalty Modification Request bulk file format specifications [Add page to section 4.9]). As described in that section, only authorised CSDs included in a “white list” are allowed to send such files.
Penalty Modification request Bulk Files can be sent at any time, but they will be queued during the processing of penalties and during the maintenance window. Hence, in order to have the related modifications in the Penalties reported in the current business day´s List of Modified Penalties report, the file must be se before the deadline for provision of penalty data (7:30 a.m.). Otherwise, they will be reported in the following business day´s List of Modified Penalties report.
2.30.2. Activity Diagram
The following diagram details the processing steps of the Penalty Modification request Bulk File Use Case: 
[image: ]
2.30.2.1. File Format Validation
This steps checks that the file complies with the format specifications required [Add page to section 4.9]. 
In case that any of these criteria is not fulfilled, T2S sends a Response File to the T2S Actor, indicating the File Format Error Text and the File Identifier. Otherwise, T2S proceeds to process, in Penalty Mechanism, the Modification request validation, execution and modification of the Penalty.
2.30.2.2. Modification Request Validation, Execution and Modification of the Penalty
This step validates each record or Penalty Modification Request (row of the Body of the file) file from a business point of view against the Business Rules set for the modification of penalties. 
The result, regardless of the outcome, is that T2S sends a Response File to the T2S Actor. For each processed record contained in the file, two outcomes are possible: 
· The Penalty Modification request triggers an error, in which case it is provided in the Response File with updated Status “Rejected” and with the error description;
· The Penalty Modification request does not trigger an error, in which case it is provided in the Response File with updated Status “Executed” (and the relevant actions over the Penalty according to the request are performed).
The Response File sent to the T2S Actor will therefore contain the original File header and footer, and a row for each record of the body or Penalty Modification request. 
The checks applied to the Penalty Modification requests in the input file are the same as the ones in place for the U2A channel.


3.2. General information
…
3.2.2. Communication infrastructure
3.2.2.3. Outbound traffic exceeding given size limitations
In case a report exceeds the maximum size of 32 MB, the T2S outbound message may split in several parts. This is the case for the following exhaustive list of messages: 
· semt.017 (Statement of Transactions); 
· semt.018 (Statement of Pending Instructions); 
· semt.002 (Statement of Holdings);
· semt.044 (Securities Transaction Penalties Report) 
· camt.053 (Statement of Accounts). 
· reda.009 (Statement of Static Data for Securities) 
· reda.012 (SecurityReport)  
· reda.021 (SecuritiesAccountReport)  
· reda.035 (Statement of Static Data for Securities Accounts) 
In order to indicate that a report was split, the message elements foreseen to indicate “pagination” is used (<Pgntn> ... </Pgntn>) or for camt.053 <MsgPgntn>…</MsgPgntn>). Excepting the camt.053 and re- da.012 and semt.017 messages are split at the first level of repetitive elements.  
· The splitting for reda.009 is done on element SctyActvtyAdvc/SctyActvty/Chng.  
· The splitting for reda.021 is done on element SctiesAcctRpt/RptOrErr/SctiesAcctRpt.  
· The splitting for reda.035 is done on element SctiesAcctActvtyAdvc/SctiesAcctActvty/Chng.  
· The splitting for semt.002 is done on element SctiesBalCtdyRpt/BalForAcct.  
· The splitting for semt.018 is done on element SctiesTxPdgRpt/Txs.
· The splitting for semt.044 is done on element SctiesTxPnltiesRpt/Pnlty.


3.3. List of Messages
…
3.3.7 Securities Management (semt) 
…
3.3.7.x. SecuritiesTransactionPenaltiesReportV01 (semt.044.001.01) (new section)
3.3.7.X.1 Overview and scope of the message
This chapter illustrates the SecuritiesTransactionPenaltiesReportV01 message. 
The SecuritiesTransactionPenaltiesReportV01 message, is sent by T2S to T2S Actors, i.e. CSDs or CSD participants, to provide them with the Daily Penalty List, the List of Modified Penalties and the Monthly Aggregated Amounts of penalties for the previous month. 
T2S shall allow the relevant T2S Actor to receive penalties information under its default data scope: 
· In case of a CSD, the information shall include the penalties that are either imposed or credited to all the parties belonging to the CSD data scope
· In case of a CSD participant (or an External CSD), the information shall include the penalties that are either imposed or credited to the CSD participant (or the External CSD).
In case the size of the message to be sent exceeds the maximum size of 32 MB the message will be split into several messages (Please see section Outbound traffic exceeding given size limitations [ 993]). 
3.3.7.X.2 The T2S-specific schema
Outline of the schema
The SecuritiesTransactionPenaltiesReportV01 is composed of different building blocks. Not all of them are included in the different Penalty Lists, as shown in the following table for the main building blocks:
Pagination
This building block is mandatory (the pagination of the report is only allowed when agreed between the parties) and non-repetitive. It contains information about pagination of the report: Page number and Last Page Indicator.
ReportGeneralDetails
This building block is mandatory and non-repetitive. It contains general characteristics related to the report information. 
AccountServicer
This block is mandatory and non-repetitive. It identifies the party that manages the account on behalf of the account owner, i.e. manages the registration and booking of entries on the account, calculates balances on the account and provides information about the account.
Penalty
This block is optional (provided Activity Indicator is TRUE) and repetitive. It contains detailed information related to the computed penalties.  
References/Links 
The T2S-specific schema and documentation in HTML/PDF format as well as the message examples are provided outside of this document under the following link. 
(Add link to MyStandards)
Business rules applicable to the schema 
Not applicable (T2S outgoing message)
3.3.7.X.3 The message in business context
Message usage: Daily Penalty List
The Daily Penalty List is sent on each settlement day and informs about the newly computed penalties for the previous settlement day (i.e. penalties with Detection Date equal to the previous business day). 
The Daily Penalty List reports the aggregated net amount (sum of all penalties a party is entitled to receive minus sum of all penalties a party is imposed with) of penalties per currency, party and counterparty. The aggregated net amount of penalties will be provided in the Daily Penalty List even if the result of this bilateral net is zero.
In case for a given day there are no penalties calculated for any given currency, party and counterparty, the report will show “False” in the Activity indicator. 
Specific message requirements
The message must be informed with:
· “ReportPeriod” as a “Date” informing the Detection Date of the Penalties being reported[footnoteRef:45]; [45:  It is the business day before the calculation process and creation of its Daily Penalty List report by T2S] 

· "Frequency” = “DAIL” (Daily); and 
· "PenaltyListType”= “FWIS" (ForwardInitialSubmission).
Message usage example 1: semt.044.001.01_Daily Penalty List (for a CSD)
In this example, T2S sends a Daily Penalty List to the CSD A (CSDABIC1XXX) to inform about all the penalties that were computed for the previous business date, June 21st 2019 (Detection Date), and for which any participant of CSD A or the CSD A itself is either imposed with or entitled to receive the penalty.
This Daily Penalty List is generated on June 24th 2019 and includes information about 4 penalties within the scope of CSD A. 
More precisely CSD A is reported that:
Participant A (PRTAFRPPXXX) has been computed with:
· A SEFP, Penalty 1, to be paid to Participant B (PRTBFRPPXXX).  
· A SEFP, Penalty 2, to be received from Participant B (PRTBFRPPXXX). 
· A SEFP, Penalty 3, to be paid to Participant Z (PRTZESMMXXX) of CSD Z (CSDZBIC1XXX).
Participant B (PRTBFRPPXXX) has been computed with:
· A SEFP, Penalty 1, to be received from Participant A (PRTAFRPPXXX). 
· A SEFP, Penalty 2, to be paid to Participant A (PARTAFRPPXXX). 
· A SEFP, Penalty 4, to be received from Participant Y (PRTYDEFFXXX) of CSD Y (CSDYBIC1XXX). 
Detail description of the Penalties:
· Penalty 1 (Common Penalty Id: 201906210000001) is a SEFP that is imposed to Participant A and entitled to Participant B, both of CSD A, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant A (Individual Penalty Identification: F201906210000001) because its DVP instruction failed to settle in T2S because of being on Party Hold. Concretely:
· Settlement Instruction with T2S reference T2S1000000000001 instructed by Participant A (PRTAFRPPXXX) with Securities Account (from now on, SAC) ‘‘1000000123’’ and a Dedicated Cash Account (from now on, DCA) “2000000123’’, for the delivery of 100,000 securities ISIN00000001 to its counterparty Participant B (PRTBFRPPXXX) versus a payment of 750,000 Euros, for settlement on June 21st 2019. The instruction failed and did not settle on the 21st because Participant A had it on hold (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-A001
Place of Trade (MIC): ABCD
· Entitled to Participant B (Individual Penalty Identification: N201906210000001) because its RVP instruction failed to settle in T2S because its counterparty had its instruction on hold (i.e. DVP above described). Concretely:
· Settlement Instruction with T2S reference T2S2000000000001 instructed by Participant B (PRTBFRPPXXX) with SAC ‘‘1000000789’’ and DCA ‘‘2000000789’’, for the receipt of 100,000 securities ISIN00000001 from its counterparty Participant A (PRTAFRPPXXX) versus a payment of 750,000 Euros, for settlement on June 21st 2019. The instruction failed and did not settle on the 21st because the counterpart instruction was on hold.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-B001
Place of Trade (MIC): ABCD
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is the DVP)
· The Financial Instrument (ISIN00000001) is a security subject to penalties on June 21st 2019,  defined as shares (Financial Instrument Type: SHRS) and illiquid
· Given that both instructions informed the same MIC (“ABCD”) as Place of Trade, the common MIC is “ABCD”, which is defined as a SME Growth Market
· Security Penalty Rate for shares (liquid or illiquid) traded on SME Growth Market = 0.0025% (0.25bp)	
· Reference Price June 21st 2019=10 Euros
· Currency of the Penalty is Euro because it is over a DVP with cash leg in Euros. Given the price is also in Euros, no exchange rate is needed
· SEFP=Security Penalty Rate*Reference Price*Quantity
0.000025*10*100,000=25 Euros
· Penalty 2 (Common Penalty Id: 201906210000002) is a SEFP that is imposed to Participant B and entitled to Participant A, both of CSD A, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant B (Individual Penalty Identification: F201906210000002) because its DVP instruction failed to settle in T2S because of lack of securities. Concretely:
· Settlement Instruction with T2S reference T2S1000000000002 instructed by Participant B (PRTBFRPPXXX) with SAC ‘‘1000000789’’ and DCA ‘‘2000000789’’, for the delivery of 100,000 securities ISIN00000001 to its counterparty Participant A (PRTAFRPPXXX) versus a payment of 800,000 Euros, for settlement on June 21st 2019. The instruction failed on the 21st because Participant B had insufficient securities to settle the Settlement Instruction (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-B002
Place of Trade (MIC): ABCD
· Entitled to Participant A (Individual Penalty Identification: N201906210000002) because its RVP instruction failed to settle in T2S because its counterparty´s lack of securities (i.e. DVP above described). Concretely:
· Settlement instruction with T2S reference T2S2000000000002 instructed by Participant A (PRTAFRPPXXX) with SAC ‘‘1000000123’’ and DCA “‘2000000123’’, for the receipt of 100,000 securities ISIN00000001 from its counterparty Participant B (PRTBFRPPXXX) versus a payment of 800,000 Euros, for settlement on June 21st 2019. The instruction failed on the 21st because the counterparty delivering the securities (Participant B) had insufficient securities to settle the Settlement Instruction.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-A002
Place of Trade (MIC): ABCD
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is a DVP)
· The Financial Instrument (ISIN00000001) is a security subject to penalties on June 21st 2019,  defined as shares (Financial Instrument Type: SHRS) and illiquid
· Given that both instructions informed the same MIC (“ABCD”) as Place of Trade, the common MIC is “ABCD”, which is defined as a SME Growth Market
· Security Penalty Rate for shares (liquid or illiquid) traded on SME Growth Market =0.0025% (0.25bp) 
· Reference Price June 21st 2019=10 Euros
· Currency of the Penalty is Euro because it is over a DVP with cash leg in Euros. Given the price is also in Euros, no exchange rate is needed
· SEFP=Security Penalty Rate*Reference Price*Quantity
0.000025*10*100,000=25 Euros
· Penalty 3 (Common Penalty Id: 201906210000003) is a SEFP that is imposed to Participant A, of CSD A, and entitled to Participant Z, of CSD Z, hence only the failing side is informed in the report of the example. More in details, the penalty is:
· Imposed to Participant A (Individual Penalty Identification: F201906210000003) because its PFOD-Debit failed to settle in T2S because of lack of cash. Concretely: 
· Settlement instruction with T2S reference T2S1000000000003 instructed by Participant A (PRTAFRPPXXX) with SAC ‘‘1000000123’’ and DCA “‘2000000123’’, for the payment of 900,000 Euros to its counterparty Participant Z (PRTZESMMXXX) of CSD Z (CSDZBIC1XXX) related to the security ISIN00000009, for settlement on June 21st 2019. The instruction failed on the 21st because the Participant A had insufficient cash to settle the Settlement Instruction (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-A003
Place Trace (MIC) was not informed
[bookmark: _Ref25143062]Securities Movement Type is “RECE”[footnoteRef:46] [46:  Securities Movement Type is a mandatory field in the Daily Penalty List Report, regardless of the Transaction Type (i.e. also in case of a PFOD) ] 

· Entitled to Participant Z (Individual Penalty Identification: N201906210000003) because its PFOD-Credit instruction failed to settle in T2S because counterparty´s lack of cash (i.e. PFOD-Debit above described). Concretely:
· Settlement instruction with T2S reference T2S2000000000003 instructed by Participant Z (PRTZESMMXXX) of CSD Z (CSDZBIC1XXX) with SAC ‘‘1000000456’’ and DCA ‘‘2000000456’’, for the receipt of 900,000 Euros from its counterparty Participant A (PRTAFRPPXXX) related to the security ISIN00000009, for settlement on June 21st 2019. The instruction failed on the 21st because the counterparty (Participant A) had insufficient cash to settle the Settlement Instruction.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-Z003
Place Trace (MIC) was not informed
Securities Movement Type is “DELI”[footnoteRef:47] [47:  Securities Movement Type is a mandatory field in the Daily Penalty List Report, regardless of the Transaction Type (i.e. also in case of a PFOD) ] 

Data considered for the calculation of the penalty:
· Calculation Method: CASH (because the instruction causing the penalty is the PFOD-Debit)
· The Financial Instrument (ISIN00000009) is a security subject to penalties on June 21st 2019,  defined as shares (Financial Instrument Type: SHRS) and illiquid[footnoteRef:48] [48:  Although the underlying instrument is “SHRS” and is subject to penalties, the Liquidity flag is not indicated in the report as the Calculation Method code is “CASH” (and not “SECU” or “BOTH”)] 

· Euro Discount Rate (daily) for June 21st 2019 = 0.00069444% (Marginal Lending Facility expressed as a daily rate[footnoteRef:49]) [49:  The Euro Cash Discount Penalty Rate stored in Static Data is 0.0000069444 (“BaseOneRate"), hence the 0.00069444 (%) reported in the semt.044. This value is obtained from an ECB´s Marginal Lending Facility of 0.25% per annum, which is converted to a daily rate (dividing by 360)] 

· Currency of the Penalty is Euro because it is over a PFOD with cash leg in Euros
· SEFP=Cash Discount Penalty Rate*Amount
 0.0000069444*900,000=6.25 Euros
· Penalty 4 (Common Penalty Id: 201906210000004) is a SEFP that is imposed to Participant Y, of CSD Y, and entitled to Participant B, of CSD A, hence only the non-failing side is informed in the report of the example. More in details, the penalty is:
· Imposed to Participant Y (Individual Penalty Identification: F201906210000004) because its RVP instruction failed to settle in T2S due to its lack of cash. Concretely:
· Settlement instruction with T2S reference T2S2000000000004 instructed by Participant Y (PRTYDEFFXXX) of CSD Y (CSDYBIC1XXX) with SAC ‘‘1000000321’’ and DCA ‘‘2000000321’’, for the receipt of 3,000 securities ISIN00000004 from its counterparty Participant B (PRTBFRPPXXX) of CSD A versus a payment of 51,000 Euros, for settlement on June 21st  2019. The instruction failed because Participant Y had a lack of cash (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-Y004
Place Trace (MIC): ABCD
· Entitled to Participant B (Individual Penalty Identification: N201906210000004) because its DVP instruction failed to settle in T2S because its counterparty´s lack of cash. Concretely:
· Settlement Instruction with T2S reference T2S1000000000004 instructed by Participant B (PRTBFRPPXXX) with SAC ‘‘1000000789’’ and DCA ‘‘2000000789’’, for the delivery of 3,000 securities ISIN00000004 to its counterparty Participant Y (PRTYDEFFXXX) of CSD Y (CSDYBIC1XXX) versus a payment of 51,000 Euros, for settlement on June 21st 2019. The instruction failed because the counterparty (Participant Y) had a lack of cash (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-B004
Place Trace (MIC): ABCD
Data considered for the calculation of the penalty:
· Calculation Method: MIXE (because the instruction causing the penalty is an RVP)
· The Financial Instrument (ISIN00000004) is a security subject to penalties on June 21st 2019,  defined as shares (Financial Instrument Type: SHRS) and liquid[footnoteRef:50] [50:  Although the underlying instrument is “SHRS” and is subject to penalties, the Liquidity flag and the SME Growth Market Indicator are not indicated as the Calculation Method code is “MIXE” (and not “SECU” or “BOTH”).   ] 

· Reference Price June 21st 2019=18 Euros
· Euro Discount Rate (daily) for June 21st 2019 =0.00069444% (Marginal Lending Facility expressed as a daily rate[footnoteRef:51])  [51:  The Euro Cash Discount Penalty Rate stored in Static Data is 0.0000069444 (“BaseOneRate"), hence the 0.00069444 (%) reported in the semt.044. This value is obtained an the ECB´s Marginal Lending Facility of 0.25% per annum, which is converted to a daily rate (dividing by 360)] 

· Currency of the Penalty is Euro because it is over a DVP with cash leg in Euros
· SEFP=Cash Discount Penalty Rate*Reference Price*Quantity 
0.0000069444*18*3,000=0.38 Euros

Message usage example 2: semt.044.001.01_Daily Penalty List (for a CSD participant)
In this second example, on June 24th 2019, T2S sends the Daily Penalty List to the directly connected party, Participant A (PRTAFRPPXXX) of CSD A (CSDABIC1XXX), to inform it about all the penalties computed for the previous business date, June 21st 2019 (Detection Date), for which this participant is either imposed with or entitled to.
This Daily Penalty List is generated on June 24th 2019 and informs Participant A about 3 penalties within the scope of CSD A: 
· A SEFP, Penalty 1, to be paid to Participant B (PRTBFRPPXXX). 
· A SEFP, Penalty 2, to be received from Participant B (PRTBFRPPXXX). 
· A SEFP, Penalty 3, to be paid to Participant Z (PRTZESMMXXX) of CSD Z (CSDZBIC1XXX).
For the detail description of the Penalties please refer to previous message usage example (example 1)
Note that it is not possible for a CSD Participant to receive from T2S a single report containing the penalties (imposed with or entitled to) within the scope of several CSDs. Accordingly, if Participant A were also active in other CSDs, on the same day, Participant A will receive a Daily Penalty List for the other CSDs where it is defined as a participant (and also directly connected party subscribed to receive the Daily Penalty List), for instance, if Participant A is also a participant of CSD H and CSD I, then it will receive for example:
· For CSD H, a Daily Penalty List with Activity indicator “false” if no penalty was computed for June 21st 2019 for Participant A (as participant of CSD H);
· For CSD I, a Daily Penalty List with Activity indicator “true” if there were penalties computed for 21st 2019 and the details of the penalties computed for Participant A (as participant of CSD I).
Message usage example 3: semt.044.001.01_Daily Penalty List (more for a CSD)
In this third example, T2S sends a Daily Penalty List to the CSD A (CSDABIC1XXX) to inform about all the penalties that were computed for the previous business date, June 26th 2019 (Detection Date), and for which any participant of CSD A, or the CSD A itself, is either imposed with or entitled to receive.
This Daily Penalty List is generated on June 27th 2019 and includes information about 4 penalties within the scope of CSD A. 
More precisely CSD A is reported that:
Participant C (PRTCFRPPXXX) has been computed with:
· A LMFP, Penalty 5, to be paid to Participant D (PRTDFRPPXXX).  
· A SEFP, Penalty 6, to be received from Participant D (PRTDFRPPXXX). 
Participant D (PRTDFRPPXXX) has been computed with:
· A LMFP, Penalty 5, to be received from Participant C (PRTCFRPPXXX). 
· A SEFP, Penalty 6, to be paid to Participant C (PRTCFRPPXXX). 
· A SEFP, Penalty 7, to be paid to Participant W of external CSD E (ECSDBIC1XXX).
CSD A (CSDABIC1XXX) has been simultaneously: 
· Imposed to pay a LMFP, Penalty 8;
· Entitled to receive a LMFP, Penalty 8.
Detail description of the Penalties:
· Penalty 5 (Common Penalty Identification: 201906260000005) is a LMFP that is imposed to Participant C and entitled to Participant D, both of CSD A, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant C (Individual Penalty Identification: F201906260000005) because it was the last participant to enter its settlement instruction of a transaction that matched late, i.e. its DVP had a latter acceptance timestamp than the RVP or its counterparty. Concretely:
· Settlement Instruction with T2S reference T2S2000000000005 instructed by Participant C (PRTCFRPPXXX) with SAC ‘‘1000000144’’ and DCA ‘‘2000000144’’, for the delivery of 100,000 securities ISIN00000001 to its counterparty Participant D (PRTDFRPPXXX) also of CSD A versus a payment of 750,000 Euros, for settlement on June 21st 2019. The instruction failed and did not settle on the 21st because Participant C did not send its settlement instruction to T2S until the 26th (before the DVP cut-off allowing it to be settled on this business day). The instruction was matched and settled on June 26th 2019, thus 3 business days after its ISD. 
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-C005
Place of Trade (MIC): QRST
· Entitled to Participant D (Individual Penalty Identification: N201906260000005) because its instruction did not settle because its counterparty sent its instruction late (i.e. counterparty´s DVP above described). Concretely:
· Settlement Instruction with T2S reference T2S1000000000005 instructed by Participant D (PRTDFRPPXXX) with SAC ‘‘1000000567’’ and DCA ‘‘2000000567’’, for the receipt of 100,000 securities ISIN00000001 from its counterparty Participant C (PRTCFRPPXXX) versus a payment of 750,000 Euros, for settlement on June 21st 2019. The instruction failed and did not settle on the 21st because Participant C did not send the relevant settlement instruction to T2S until the 26th. The instruction was matched and settled on June 26th 2019, thus 3 days after its ISD.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-D005
Place of Trade (MIC): QRST
Data considered for the calculation data of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is the DVP)
· The Financial Instrument (ISIN00000001) is a security subject to penalties on June 21st 2019,  defined as shares (Financial Instrument Type: SHRS) and illiquid
· Given that both instructions informed the same MIC (“QRST”) as Place of Trade, the common MIC is “QRST”, which is defined as a SME Growth Market
· Security Penalty Rate for shares (liquid or illiquid) traded on SME Growth Market = 0.0025% (0.25bp) 
· Reference Price June 21st 2019 (ISD)=10 Euros 
· Reference Price June 24th 2019 (ISD +1)=11 Euros 
· Reference Price June 25th 2019 (ISD +2)=12 Euros
· Reference Price June 26th 2019 (ISD +3)=13 Euros
· Currency of the Penalty is Euro because it is over a DVP with cash leg in Euros. Given the price is also in Euros, no exchange rate is needed
· LMFP=∑(Security Penalty Rate day x*Reference Price day x*Quantity)
(0.000025*10*100,000)+(0.000025*11*100,000)+(0.000025*12*100,000)= 82.5 Euros
· Penalty 6 (Common Penalty Identification: 201906260000006) is a SEFP that is imposed to Participant D and entitled to Participant C, both of CSD A, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant D (Individual Penalty Identification: F201906260000006) because its DWP instruction failed to settle in T2S because of lack of securities. Concretely:
· Settlement Instruction with T2S reference T2S1000000000006 instructed by Participant D (PRTDFRPPXXX) with SAC ‘‘1000000567’’ and DCA ‘‘2000000567’’, for the delivery of 100,000 securities ISIN00000003 to its counterparty Participant C (PRTCPPXXX) with a payment of 50,000 Euros, for settlement on June 26th 2019. The instruction failed because Participant D had insufficient securities to settle the Settlement Instruction (reason for failure at end of its cut-off: EDVP-Time 16:02).
· Additional transaction details:
Account Owner Transaction Identification: PARTICIPANT-D006
Place of Trade (MIC): ABCD
· Entitled to Participant C (Individual Penalty Identification: N201906260000006) because its RWP instruction failed to settle in T2S because its counterparty´s lack of securities (i.e. DWP above described). Concretely:
· Settlement Instruction with T2S reference T2S2000000000006 instructed by Participant C (PRTCFRPPXXX) with SAC ‘‘1000000144’’ and DCA ‘‘2000000144’’, for the receipt of 100,000 securities ISIN00000003 from its counterparty Participant D (PRTDFRPPXXX) with a payment of 50,000 Euros, for settlement on June 26th 2019. The instruction failed on the 26th because the counterpart had insufficient securities to settle the Settlement Instruction.
· Additional transaction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-C006
Place of Trade (MIC): Not informed
Data considered for the calculation of the penalty:
· Calculation Method: BOTH (because the instruction causing the penalty is the DWP)
· The Financial Instrument (ISIN00000003) is a security subject to penalties on June 26th 2019,  defined as securities (Financial Instrument Type: SECU)
· Given that both instructions did not inform the same MIC (one have “ABCD” and the other did not inform any MIC) as Place of Trade, there is no common MIC, hence not a SME Growth Market
· Security Penalty Rate for other financial instruments (securities not traded on SME Growth Market) =0.005% (0.50bp) 
· Reference Price June 26th 2019=15 Euros
· Currency of the Penalty is Euro because it is over a DWP with cash leg in Euros. Given the price is also in Euros, no exchange rate is needed
· Euro Discount Rate (daily) for June 26th 2019= 0.00069444% (Marginal Lending Facility expressed as a daily rate[footnoteRef:52])  [52:  The Euro Cash Discount Penalty Rate stored in Static Data is 0.0000069444 (“BaseOneRate"), hence the 0.00069444 (%) reported in the semt.044. This value is obtained an the ECB´s Marginal Lending Facility of 0.25% per annum, which is converted to a daily rate (dividing by 360)] 

· SEFP= (Security Penalty Rate*Reference Price*Quantity)+ (Cash Discount Penalty Rate*Amount)
(0.000050*15*100,000)+(0.0000069444*50,000)=75.35  Euros
· Penalty 7 (Common Penalty Identification: 201906260000007) is a SEFP that is imposed to Participant D of CSD A and entitled to External CSD E defined by CSD A (its parent CSD), hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant D (Individual Penalty Identification: F201906260000007) because its DFOP instruction failed to settle in T2S because of being on CoSD Hold. Concretely:
· Settlement Instruction with T2S reference T2S1000000000007 instructed by Participant D (PRTDFRPPXXX) with SAC ‘‘1000000567’’, for the delivery of 80,000 securities ISIN00000004 to Participant W (PRTWDEFFXXX), participant of external CSD E (ECSDBIC1XXX)[footnoteRef:53], for settlement on June 26th 2019. The delivery is conditioned to the reception of a payment of 500,000 Euros outside T2S (CoSD) from this external participant. The instruction failed and did not settle on the 26th because Participant D had the instruction on CoSD hold, awaiting for the reception of the payment from the counterpart (Participant W) outside T2S as the CoSD rule applies (reason for failure at end of its cut-off: EFOP-Time 18:01).   [53:  External settlement scenario (Receiving Depository is an External CSD and the receiving CSD participant, Participant W, is unknown in T2S)] 

· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-D007
Place of Trade (MIC) was not informed
· Entitled to External CSD E (Individual Penalty Identification: N201906260000007) because its RFOP instruction failed to settle in T2S because its counterparty had its instruction on CoSD hold (i.e. DFOP above described). Concretely:
· Settlement Instruction with T2S reference T2S2000000000007 instructed by the external CSD E (ECSDBIC1XXX) for its Participant W (PRTWDEFFXXX) with SAC ‘‘1000000244’’ outside T2S[footnoteRef:54], for the receipt of 80,000 securities ISIN00000004 from counterparty Participant D (PRTDFRPPXXX) of CSD A in T2S, and for settlement on June 26th 2019. The securities delivery is conditioned to the payment of 500,000 Euros outside T2S (CoSD). Given that the Participant W is not known in T2S, the external CSD E is considered the securities account owner, therefore, its role is similar to a CSD participant under the scope of CSD A (CSDABIC1XXX). The instruction failed and did not settle on the 26th because the counterpart instruction was on CoSD Hold (reason for failure at end of its cut-off: EFOP-Time 18:01). [54:  External settlement scenario (Receiving Depository is an External CSD and the receiving CSD participant, Participant W, is unknown in T2S)] 

· Additional instruction details:
Account Owner Transaction Identification: EXTERNAL-D007
Place of Trade (MIC) was not informed
Note that in this case, T2S considers the External CSD as a participant of internal CSD A in T2S and as the account owner.
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is the DFOP)
· The Financial Instrument (ISIN00000004) is a security subject to penalties on June 26th 2019, defined as shares (Financial Instrument Type: SHRS) and liquid
· Both instructions did not inform a MIC as Place of Trade, so there is no common MIC and hence the transaction was not traded on a SME Growth Market
· Security Penalty Rate for liquid shares not traded on a SME Growth Market= 0.01% (1.00bp) 
· Reference Price June 26th 2019=7 Euros
· Currency of the Penalty is Euro because it is the currency of the price of the security (penalty over a FOP whose ISIN is defined in Units). No exchange rate is needed
· SEFP=Security Penalty Rate*Reference Price*Quantity
 0.0001*7*80,000=56 Euros
· Penalty 8 (Common Penalty Id: 201906260000008) is a LMFP over an already matched that is imposed and entitled to CSD A, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to CSD A (Individual Penalty Identification: F201906260000008) and also entitled to CSD A (Individual Penalty Identification: N201906260000008) because it instructed late an already matched FOP instruction. Concretely:
· Settlement Instruction instructed as already matched by CSD A (CSDABIC1XXX) for the delivery on June 26th 2019 of a nominal amount of 50,000 Euros of ISIN00000002 from Participant R (PRTRFRPPXXX) with SAC ‘‘1000000333’’ and DCA ‘‘2000000333’’ to its counterparty Participant K (PRTKDEFFXXX) with SAC ‘‘1000000444’’ and DCA ‘‘2000000444’’ conditioned to the reception of a payment of 60,000 Euros outside T2S. The settlement instruction failed on June 26th because it was sent (and accepted in T2S) at a point in time when it was no longer possible to settle on the ISD i.e. after the EFOP cut-off. Given that the settlement instruction was sent to T2S as already matched, the accepted timestamp is the same for both legs, and the information for identifying the last participant to enter the instruction is not available in T2S. Therefore, T2S assigns the penalty to the Instructing Party, CSD A, as both the failing and the non-failing leg. 
· Additional transaction details:
T2S Actor reference (Account Servicer Transaction Identification): CSD-A00000000008
T2S reference of DFOP created from the already matched: T2S1000000000008
T2S reference of RFOP created from the already matched: T2S2000000000008
Place of Trade (MIC): TREZ
CSD A being simultaneously assigned as the failing and the non-failing leg, it is simultaneously imposed and entitled to receive Penalty 8. 
CSD A can later on request T2S to reallocate Penalty 8 to the delivering party and receiving party of the instruction (see example 1 of Message Usage: List of Modified Penalties). 
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is the DFOP)
· The Financial Instrument (ISIN00000002) is a security subject to penalties on June 26th 2019,  defined as debt (Financial Instrument Type: DEBT) 
· Given that the already matched instruction informed the MIC “TREZ” as Place of Trade, it is the common MIC, which is not defined as a SME Growth Market.
· Security Penalty Rate for debt not traded on a SME Growth Market = 0.002% (0.20bp) 
· Reference Price June 26th 2019= 0.90 (90%)
· Currency of the Penalty is Euro because it is the currency in which the security is denominated (penalty over a FOP whose ISIN is defined in FAMT). Given the currency of the ISIN is also in Euros, no exchange rate is needed
· LMFP=Security Penalty Rate*Reference Price*Quantity
 0.000020*0.90*50,000=0.9 Euros

Message usage example 4: semt.044.001.01_Daily Penalty List_(for a CSD with DKK_& Currency Conversions)
In this example, T2S sends a Daily Penalty List to the CSD A (CSDABIC1XXX) to inform about all the penalties that were computed for the previous business date, June 27th 2019 (Detection Date), and for which any participant of CSD A, or the CSD A itself, is either imposed with or entitled to receive.
This Daily Penalty List is generated on June 28th 2019 and includes information about 3 penalties within the scope of CSD A. 
More precisely CSD A is reported that:
Participant A (PRTAFRPPXXX) has been computed with:
· A  SEFP, Penalty 9, to be received from Participant C (PRTCFRPPXXX).
· A LMFP, Penalty 11, to be paid to Participant E (PRTEKKKKXXX).
Participant B (PRTBFRPPXXX) has been computed with:
· A  SEFP, Penalty 10, to be paid to Participant D (PRTDFRPPXXX).
Participant C (PRTCFRPPXXX) has been computed with:
· A  SEFP, Penalty 9, to be paid to Participant A (PRTAFRPPXXX).
Participant D (PRTDFRPPXXX) has been computed with:
· A  SEFP, Penalty 10, to be received from Participant B (PRTBFRPPXXX).
Participant E (PRTEDKKKXXX) has been computed with:
· A  LMFP, Penalty 11, to be received from Participant A (PRTAFRPPXXX).
Detail description of the Penalties:
· Penalty 9 (Common Penalty Id: 201906270000009) is a SEFP that is imposed to Participant C and entitled to Participant A, both of CSD A, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant C (Individual Penalty Identification: F201906270000009) because its RVP instruction failed to settle in T2S because its lack of cash. Concretely:
· Settlement instruction with T2S reference T2S2000000000009 instructed by Participant C (PRTCFRPPXXX) with SAC ‘‘3000000144’’ and DCA ‘‘4000000144’’, for the receipt of 3,000 securities ISIN00000005 from its counterparty Participant A (PRTAFRPPXXX) versus a payment of 38,000 Danish Krones, for settlement on the 27th. The instruction failed because Participant C had a lack of cash (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-C009
Place Trace (MIC): Not informed
· Entitled to Participant A (Individual Penalty Identification: N201906270000009) because its DVP instruction failed to settle in T2S because of its counterparty´s lack of cash. Concretely:
· Settlement Instruction with T2S reference T2S1000000000009 instructed by Participant A (PRTAFRPPXXX) with SAC ‘‘3000000123’’ and DCA “‘4000000123’’, for the delivery of 3,000 securities ISIN00000005 to its counterparty Participant C (PRTCFRPPXXX) versus a payment of 38,000 Danish Krones, for settlement on June 27th. The instruction failed because the counterparty (Participant C) had a lack of cash (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-A009
Place Trace (MIC): Not informed
Data considered for the calculation of the penalty:
· Calculation Method: MIXE (because the instruction causing the penalty is an RVP)
· The Financial Instrument (ISIN00000005) is a security subject to penalties on June 27th 2019,  defined as shares (Financial Instrument Type: SHRS) and liquid[footnoteRef:55] [55:  Although the underlying instrument is “SHRS” and is subject to penalties, the Liquidity flag and the SME Growth Market Indicator are not indicated in the report as the Calculation Method code is “MIXE” (and not “SECU” or “BOTH”).   ] 

· Reference Price June 27th 2019=135 Danish Krones 
· Danish Krone Discount Rate (daily) for June 27th 2019 =0.00013889% (Lending  Rate expressed as a daily rate[footnoteRef:56]) [56:  The Danish Krone Cash Discount Penalty Rate stored in Static Data is 0.0000013889 (“BaseOneRate"), hence the 0.00013889 (%) reported in the semt.044. This value is obtained considering a Danmarks Nationalbank´s Lending Rate of 0.05% per annum, which is converted to a daily rate (dividing by 360).] 

· Currency of the Penalty is Danish Krones because it is over a DVP with cash leg in Danish Krones. Given the price of the security is also in Danish Krone, no exchange rate is needed
· SEFP=Cash Discount Penalty Rate*Reference Price*Quantity 
0.0000013889*135*3,000=0.56 Danish Krones
· Penalty 10 (Common Penalty Id: 201906270000010) is a SEFP that is imposed to Participant B and entitled to Participant D, both of CSD A, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant B (Individual Penalty Identification: F201906270000010) because its RVP instruction failed to settle in T2S because its lack of cash. Concretely:
· Settlement instruction with T2S reference T2S2000000000010 instructed by Participant B (PRTBFRPPXXX) with SAC ‘‘1000000789’’ and DCA ‘‘2000000789’’, for the receipt of 5,000 securities ISIN00000006 from its counterparty Participant D (PRTDFRPPXXX) versus a payment of 50,000 Euros, for settlement on June 27th 2019. The instruction failed because Participant B had a lack of cash (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-B010
Place Trace (MIC): TREZ
· Entitled to Participant D (Individual Penalty Identification: N201906270000010) because its DVP instruction failed to settle in T2S because its counterparty´s lack of cash. Concretely:
· Settlement instruction with T2S reference T2S1000000000010 instructed by Participant D (PRTDFRPPXXX) with SAC ‘‘1000000567’’ and DCA ‘‘2000000567’’, for the delivery of 5,000 securities ISIN00000006 to its counterparty Participant B (PRTBFRPPXXX) also of CSD A versus a payment of 50,000 Euros, for settlement on June 27th 2019. The instruction failed because the counterparty (Participant B) had lack of cash (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional transaction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-D010
Place Trace (MIC): TREZ
Data considered for the calculation of the penalty:
· Calculation Method: MIXE (because the instruction causing the penalty is the RVP)
· The Financial Instrument (ISIN00000006) is a security subject to penalties on June 27th 2019, defined as shares (Financial Instrument Type: SHRS) and liquid[footnoteRef:57] [57:  Although the underlying instrument is “SHRS” and it is subject to penalties, the Liquidity flag and the SME Growth Market Indicator are not indicated as the Calculation Method code is “MIXE” (and not “SECU” or “BOTH”).   ] 

· Reference Price June 27th 2019=15 United States Dollars
· Euro Discount Rate (daily) for June 27th 2019=0.00069444% (Marginal Lending Facility expressed as a daily rate[footnoteRef:58])  [58:  The Euro Cash Discount Penalty Rate stored in Static Data is 0.0000069444 (“BaseOneRate"), hence the 0.00069444 (%) reported in the semt.044. This value is obtained from the ECB´s Marginal Lending Facility of 0.25% per annum, which is converted to a daily rate (dividing by 360)] 

· Currency of the Penalty is Euro because it is over a DVP with cash leg in Euros. Given the price of the security is in USD, exchange rate is needed
· EUR/USD exchange rate June 27th 2019=0.8853
· SEFP=Cash Discount Penalty Rate* Reference Price* Quantity *EUR/USD
0.0000069444*15*5,000*(1/0.8853) =0.59 Euros
· Penalty 11 (Common Penalty Id: 201906270000011) is a LMFP that is imposed to Participant A and entitled to Participant E, both of CSD A, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant A (Individual Penalty Identification: F201906270000011) because it was the last participant to enter its settlement instruction in a transaction that matched late, i.e. its DVP had a latter acceptance timestamp than the RVP or its counterparty. Concretely:
· Settlement Instruction with T2S reference T2S1000000000011 instructed by Participant A (PRTAFRPPXXX) with SAC ‘‘3000000123’’ and DCA “‘4000000123’’, for the delivery of 100,000 securities ISIN00000006 to its counterparty Participant E (PRTEKKKKXXX) also of CSD A versus a payment of 1,000,000 Danish Krones for settlement on June 21st 2019. The instruction failed and did not settle on the 21st because Participant A did not send the relevant settlement instruction to T2S until the 27th (after the DVP cut-off, not allowing it to be settled on this business day).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-A011
Place of Trade (MIC): QRST
· Entitled to Participant E (Individual Penalty Identification: N201906270000011) because its instruction did not settle because its counterparty sent its instruction late (i.e. counterparty´s DVP above described). Concretely:
· Settlement instruction with T2S reference T2S2000000000011 instructed by Participant E (PRTEDKKKXXX) with SAC ‘‘3000000888’’ and DCA ‘‘4000000888’’, for the receipt of 100,000 securities ISIN00000006 from its counterparty Participant A (PRTAFRPPXXX) versus a payment of 1,000,000 Danish Krones on Participant A’s Danish Krone’s account, for settlement on June 21st 2019. The instruction failed and did not settle on the 21st because Participant A did not send the relevant settlement instruction to T2S until the 27th.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-E011
Place of Trade (MIC) was not informed
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is the DVP)
· The Financial Instrument (ISIN00000006) is a security subject to penalties on June 21st -27th 2019,  defined as shares (Financial Instrument Type: SHRS) and liquid
· One of the instructions did not inform a MIC as Place of Trade, so there is no common MIC and hence the transaction was not traded on a SME Growth Market
· Security Penalty Rate for liquid shares=0.01% (1.00bp) 
· Reference Price June 21st 2019 (ISD)=9 United States Dollars 
· Reference Price June 24th 2019 (ISD +1)=10 United States Dollars
· Reference Price June 25th 2019 (ISD +2)=9.5 United States Dollars
· Reference Price June 26th 2019 (ISD +3)=9 United States Dollars
· Reference Price June 27th 2019 (ISD +4)=10 United States Dollars
· Currency of the Penalty is Danish Krones because it is over a DVP with cash leg in Danish Krones. Given the price is USD two exchange rates are needed (EUR/USD and EUR/DKK)
· EUR/USD exchange rate June 21st 2019=0.8774
· EUR/USD exchange rate June 24th 2019=0.8785
· EUR/USD exchange rate June 25th 2019=0.8772
· EUR/USD exchange rate June 26th 2019=0.8769
· EUR/USD exchange rate June 27th 2019=0.8853 
· EUR/DKK exchange rate June 21st 2019=0.1339
· EUR/DKK exchange rate June 24th 2019=0.1343
· EUR/DKK exchange rate June 25th 2019=0.1339
· EUR/DKK exchange rate June 26th 2019=0.1340
· EUR/DKK exchange rate June 27th 2019=0.1340
· LMFP=∑(Security Penalty Rate day x * Reference Price day x * Quantity * EUR/USD day x * EUR/DKK day x)
(0.0001*9*100,000*(1/0.8774)*0.1339) + (0.0001*10*100,000*(1/0.8785)*0.1343) +(0.0001*9.5*100,000*(1/0.8772)*0.1339) + (0.0001*9*100,000*(1/0.8769)*0.1340) +(0.0001*10*100,000*(1/0.8853)*0.1340) = 72.41 Danish Krones
Message usage example 5: semt.044.001.01_Daily Penalty List_(security not subject to penalties)
In this example, T2S sends a Daily Penalty List to the CSD G (CSDGBIC1XXX) to inform about all the penalties that were computed for the previous business date, June 27th 2019 (Detection Date), and for which any participant of CSD G, or the CSD G itself, is either imposed with or entitled to receive.
This Daily Penalty List is generated on June 28th 2019 and includes information about 1 penalty within the scope of CSD G. 
More precisely CSD G is reported that:
Participant G (PRTGDEDDXXX) has been computed with:
· A  LMFP, Penalty 14, to be received from Participant H (PRTHDEDDXXX).
Participant H (PRTHDEDDXXX) has been computed with:
· A  LMFP, Penalty 14, to be paid to Participant G (PRTGDEDDXXX).
Note that penalty 12 (SEFP) and penalty 13 (LMFP) (see details below) were generated but not computed (i.e. with Status code “NCOM”) and consequently were not reported in the Daily Penalty List generated on June 28th, due to the fact that their underlying security (ISIN00000010) was not subject to penalties in any of their applicable business days (i.e. on June 26th and June 27th). 
· Penalty 12 – not reported as it is not computed because the security is not subject to penalties- (Common Penalty Id: 201906270000012) is a SEFP that would be imposed to Participant V and entitled to Participant I, both of CSD G, hence both sides would be informed in the report of the example if the security was subject to penalties. More in details, the penalty would be:
· Imposed to Participant V (Individual Penalty Identification: F201906270000012) because its DVP instruction failed to settle in T2S because of being on Party Hold. Concretely:
· Settlement instruction with T2S reference T2S1000000000012 instructed by Participant V (PRTVFRPPXXX) with SAC ‘‘1000000639’’ and a DCA “2000000639’’, for the delivery of 200,000 securities ISIN00000010 to its counterparty Participant I (PRTIFRPPXXX) versus a payment of 5,000,000 Euros, for settlement on June 27th 2019. The instruction failed and did not settle on the June 27th because Participant V had it on hold (reason for failure at end of its cut-off: EDVP-Time 16:01).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-V012
Place of Trade (MIC): not informed
· Entitled to Participant I (Individual Penalty Identification: N201906270000012) because its RVP instruction failed to settle in T2S because its counterparty had its instruction on hold (i.e. DVP above described). Concretely:
· Settlement instruction with T2S reference T2S2000000000012 instructed by Participant I (PRTIFRPPXXX) with SAC ‘‘1000000987’’ and DCA ‘‘2000000987’’, for the receipt of 200,000 securities ISIN00000010 from its counterparty Participant V (PRTVFRPPXXX) versus a payment of 5,000,000 Euros, for settlement on June 27th 2019. The instruction failed and did not settle on the 27th because the counterpart instruction was on hold.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-I012
Place of Trade (MIC): ABCD
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is the DVP)
· The Financial Instrument (ISIN00000010) is a security not subject to penalties on June 27th 2019, defined as shares (Financial Instrument Type: SHRS) and illiquid.
· Penalty status: NCOM
· Penalty 13 – not reported as it is not computed because the security is not subject to penalties- (Common Penalty Id: 201906270000013) is a LMFP that would be imposed to Participant U and entitled to Participant X, both of CSD G, hence both sides would be informed in the report of the example if the security was subject to penalties. More in details, the penalty would be:
· Imposed to Participant U (Individual Penalty Identification: F201906270000013) because it was the last participant to enter its settlement instruction in a transaction that matched late, i.e. its DVP had a latter acceptance timestamp than the RVP or its counterparty. Concretely:
· Settlement instruction with T2S reference T2S1000000000013 instructed by Participant U (PRTUBEBBXXX) with SAC ‘‘1000000852’’ and DCA ‘‘2000000852’’, for the delivery of 100,000 securities ISIN00000010 to its counterparty Participant X (PRTXITMMXXX) versus a payment of 2,300,000 Euros, for settlement on June 26th 2019. The instruction failed and did not settle on the 26th because Participant U did not send its settlement instruction to T2S until the 27th (before the DVP cut-off, allowing it to be settled on this business day). The instruction was matched and settled on June 27th 2019, thus 1 business day after its ISD. 
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-U013
Place of Trade (MIC): QRST
· Entitled to Participant X (Individual Penalty Identification: N201906270000013) because its instruction did not settle because its counterparty sent its instruction late (i.e. counterparty´s DVP above described). Concretely:
· Settlement instruction with T2S reference T2S2000000000013 instructed by Participant X (PRTXITMMXXX) with SAC ‘‘1000000739’’ and DCA ‘‘2000000739’’, for the receipt of 100,000 securities ISIN00000010 from its counterparty Participant U (PRTUBEBBXXX) versus a payment of 2,300,000 Euros, for settlement on June 26th 2019. The instruction failed and did not settle on the 26th because Participant U did not send its settlement instruction to T2S until the 27th. The instruction was matched and settled on June 27th 2019, thus 1 day after its ISD.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-X013
Place of Trade (MIC): ABCD
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is the DVP)
· The Financial Instrument (ISIN00000010) is a security not subject to penalties on June 26th 2019, defined as shares (Financial Instrument Type: SHRS) and illiquid.
· Penalty status: NCOM
· Penalty 14 (Common Penalty Id: 201906270000014) is a LMFP that is imposed to Participant H and entitled to Participant G, both of CSD G, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant H (Individual Penalty Identification: F201906270000014) because it was the last participant to enter its settlement instruction in a transaction that matched late, i.e. its DVP had a latter acceptance timestamp than the RVP or its counterparty. Concretely:
· Settlement instruction with T2S reference T2S1000000000014 instructed by Participant H (PRTHDEDDXXX) with SAC ‘‘1000000555’’ and DCA “‘2000000555’’, for the delivery of 200,000 securities ISIN00000011 to its counterparty Participant G (PRTGDEDDXXX) versus a payment of 1,000,000 Euros for settlement on June 24th 2019. The instruction failed and did not settle on the 24th because Participant H did not send its settlement instruction to T2S until the 27th (after the DVP cut-off, not allowing it to be settled on this business day).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-H014
Place of Trade (MIC): QRST
· Entitled to Participant G (Individual Penalty Identification: N201906270000014) because its instruction did not settle because its counterparty sent its instruction late (i.e. counterparty´s DVP above described). Concretely:
· Settlement instruction with T2S reference T2S2000000000014 instructed by Participant G (PRTGDEDDXXX) with SAC ‘‘1000000666’’ and DCA ‘‘2000000666’’, for the receipt of 200,000 securities ISIN00000011 from its counterparty Participant H (PRTHDEDDXXX) versus a payment of 1,000,000 Euros for settlement on June 24th 2019. The instruction failed and did not settle on the 24th because Participant H did not send its settlement instruction to T2S until the 27th.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-G014
Place of Trade (MIC): ABCD
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is the DVP)
· The Financial Instrument (ISIN00000011) is a security not subject to penalties on 24th and 25th, but it is on June 26 and 27th 2019,  defined as shares (Financial Instrument Type: SHRS) and liquid
· The instructions did not inform the same MIC as Place of Trade, so there is no common MIC and hence the transaction was not traded on a SME Growth Market
· Security Penalty Rate for liquid shares =0.01% (1.00bp) 
· Reference Price June 26th 2019 (ISD +2)=6 Euros
· Reference Price June 27th 2019 (ISD +3)=6.5 Euros
· Currency of the Penalty is Euro because it is over a DVP with cash leg in Euro. Given the price of the security is also in Euro, no exchange rate is needed
· LMFP=∑(Security Penalty Rate day x * Reference Price day x * Quantity)
(0.0001*6*200,000) + (0.0001*6.5*200,000)=250 Euros
Note that the underlying security ISIN00000011 has only been subject to penalties since June 26th 2019. Therefore, the penalty amount only takes into account the calculations for the two last Business days, June 26th and June 27th 2019. When reporting Penalty 14, the Calculation Data block is repeated 4 times (one block for each applicable day of the LMFP) indicating in blocks 1 and 2, respectively with reference to June 24th and 25th, the Sub Amount Penalty Breakdown as 0 Euro and the Subject To Penalties indicator as “FALSE” within the Financial Instrument Attributes (no additional calculation data is reported). Calculation Data blocks 3 and 4, respectively with reference to June 26th and 27th will indicate a Sub Amount Penalty Breakdown of 120 Euros and 130 Euros, including the calculation data for each business day.
Message usage example 6: semt.044.001.01_Daily Penalty List (missing reference data) 
In this example, T2S sends a Daily Penalty List to the CSD N (CSDNBIC1XXX) to inform about all the penalties that were computed for the previous business date, June 27th 2019 (Detection Date), and for which any participant of CSD N or the CSD N itself is either imposed with or entitled to receive.
This Daily Penalty List is generated on June 28th 2019 and includes information about 3 penalties within the scope of CSD N. 
More precisely CSD N is reported that:
Participant N (PRTNDEDDXXX) has been computed with:
· A  SEFP, Penalty 15, to be received from Participant S (PRTSDEDDXXX).
· A LMFP, Penalty 16, to be paid to Participant S (PRTSDEDDXXX).
· A LMFP, Penalty 17, to be paid to Participant S (PRTSDEDDXXX).
Participant S (PRTSDEDDXXX) has been computed with:
· A  SEFP, Penalty 15, to be paid to Participant N (PRTNDEDDXXX).
· A  LMFP, Penalty 16, to be received from Participant N (PRTNDEDDXXX).
· A  LMFP, Penalty 17, to be received from Participant N (PRTNDEDDXXX).
Detail description of the Penalties:
· Penalty 15 (Common Penalty Id: 201906270000015) is a SEFP that is imposed to Participant S and entitled to Participant N, both of CSD N, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant S (Individual Penalty Identification: F201906270000015) because its DVP instruction failed to settle in T2S because of lack of securities. Concretely:
· Settlement Instruction with T2S reference T2S1000000000015 instructed by Participant S (PRTSDEDDXXX) with SAC ‘‘1000000404’’ and a DCA “2000000404’’, for the delivery of 200,000 securities ISIN00000012 to its counterparty Participant N (PRTNDEDDXXX) versus a payment of 400,000 Euros, for settlement on June 27th 2019. The instruction failed on the June 27th because Participant S had insufficient securities to settle the Settlement Instruction (reason for failure at end of its cut-off: EDVP-Time 16:02).
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-S015
Place of Trade (MIC): LITR
· Entitled to Participant N (Individual Penalty Identification: N201906270000015) because its RVP instruction failed to settle in T2S because its counterparty´s lack of securities (i.e. DVP above described). Concretely:
· Settlement Instruction with T2S reference T2S2000000000015 instructed by Participant N (PRTNDEDDXXX) with SAC ‘‘1000000505’’ and DCA ‘‘2000000505’’, for the receipt of 200,000 securities ISIN00000012 from its counterparty Participant S (PRTSDEDDXXX) versus a payment of 400,000 Euros, for settlement on June 27th 2019. The instruction failed on the 27th because the counterparty (Participant S) had insufficient securities to settle the Settlement Instruction.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-N015
Place of Trade (MIC): LITR
Data considered for the calculation of the penalty:
· Calculation Method: SECU (because the instruction causing the penalty is a DVP)
· The Financial Instrument (ISIN00000012) is a security subject to penalties on June 27th 2019,  defined as shares (Financial Instrument Type: SHRS) and illiquid
· Given that both instructions informed the same MIC (“LITR”) as Place of Trade, the common MIC is “LITR”, which is not defined as a SME Growth Market
· Security Penalty Rate for shares illiquid not traded on SME Growth Market =0.005% (0.50bp) 
· Reference Price June 27th 2019=Missing
· Missing Reference Data indicator: TRUE
· Currency of the Penalty is Euro because it is over a DVP with cash leg in Euro.
· SEFP=Security Penalty Rate*Reference Price*Quantity
0.000050*0*200,000=0 Euro
Note that the penalty amount cannot be calculated for June 27th as the Reference Price for ISIN00000012 in not available in Static Data. Therefore, when reporting Penalty 15, the Calculation Data block will indicate the Sub Amount Penalty Breakdown as 0 Euro and the Missing Reference indicator as “TRUE”.
· Penalty 16 (Common Penalty Identification: 201906270000016) is a LMFP that is imposed to Participant N and entitled to Participant S, both of CSD N, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant N (Individual Penalty Identification: F201906270000016) because it was the last participant to enter its settlement instruction in a transaction that matched late, i.e. its DWP had a latter acceptance timestamp than the RWP or its counterparty. Concretely:
· Settlement instruction with T2S reference T2S1000000000016 instructed by Participant N (PRTNDEDDXXX) with SAC ‘‘1000000505’’ and DCA ‘‘2000000505’’, for the delivery of 100,000 securities ISIN00000013 to its counterparty Participant S (PRTSDEDDXXX) with a payment of 50,000 Euros, for settlement on June 26th 2019. The instruction failed and did not settle on the 26th because Participant N did not send its settlement instruction to T2S until the 27th (before the DVP cut-off, allowing it to be settled on this business day). The instruction was matched and settled on June 27th 2019, thus 1 business day after its ISD. 
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-N016
Place of Trade (MIC) was not informed
· Entitled to Participant S (Individual Penalty Identification: N201906270000016) because its instruction did not settle because its counterparty sent its instruction late (i.e. counterparty´s DWP above described). Concretely:
· Settlement instruction with T2S reference T2S2000000000016 instructed by Participant S (PRTSDEDDXXX) with SAC ‘‘1000000404’’ and a DCA “2000000404’’, for the receipt of 100,000 securities ISIN00000013 from its counterparty Participant N (PRTNDEDDXXX) with a payment of 50,000 Euros, for settlement on June 26th 2019. The instruction failed and did not settle on the 26th because Participant N did not send its settlement instruction to T2S until the 27th. 
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-S016
 Place of Trade (MIC) was not informed
Data considered for the calculation of the penalty:
· Calculation Method: BOTH
· The Financial Instrument (ISIN00000013),  defined as security (Financial Instrument Type: ETFS)
· The instructions did not inform the MIC as Place of Trade, so there is no common MIC and hence the transaction was not traded on a SME Growth Market
· Security Penalty Rate for other financial instruments not traded on SME Growth Market = 0.005% (0.50bp)
· Reference Price June 26th 2019 (ISD)=Missing
· Missing Reference Data indicator: TRUE
· Currency of the Penalty is Euro because it is over a DWP with cash leg in Euro.
· Euro Discount Rate (daily) for June 26th 2019 = 0.00069444% (Marginal Lending Facility expressed as a daily rate[footnoteRef:59])  [59:  The Euro Cash Discount Penalty Rate stored in Static Data is 0.0000069444 (“BaseOneRate"), hence the 0.00069444 (%) reported in the semt.044. This value is obtained from the ECB´s Marginal Lending Facility of 0.25% per annum, which is converted to a daily rate (dividing by 360)] 

· LMFP=(Security Penalty Rate *Reference Price *Quantity) + (Cash Discount Penalty Rate *Amount)
(0.000050*0*100,000) + (0.0000069444*50,000) = 0.35 Euro
Note that the full penalty amount cannot be calculated for June 26th as the Reference Price for ISIN00000013 in not available in Static Data. Therefore, when reporting Penalty 16, the Missing Reference indicator is reported as “TRUE” in the Calculation Data block. As the Calculation Method Code is “BOTH”, the Sub Amount Penalty Breakdown block will be repeated twice: once for the “CASH” leg indicating an amount of 0.35 Euro, and once for the “SECU” leg, indicating an amount of 0 Euro.
· Penalty 17 (Common Penalty Id: 201906270000017) is a LMFP that is imposed to Participant N and entitled to Participant S, both of CSD N, hence both sides are informed in the report of the example. More in details, the penalty is:
· Imposed to Participant N (Individual Penalty Identification: F201906270000017) because it was the last participant to enter its settlement instruction in a transaction that matched late, i.e. its DVP had a latter acceptance timestamp than the RVP or its counterparty. Concretely:
· Settlement instruction with T2S reference T2S1000000000017 instructed by Participant N (PRTNDEDDXXX) with SAC ‘‘1000000505’’ and DCA ‘‘2000000505’’, for the delivery of 200,000 securities ISIN00000014 to its counterparty Participant S (PRTSDEDDXXX) versus a payment of 3,000,000 Euros for settlement on June 24th 2019. The instruction failed and did not settle on the 24th because Participant N did not send its settlement instruction to T2S until the 27th (after the DVP cut-off, allowing it to be settled on the next business day). The instruction was matched on June 27th 2019, and settled on June 28th 2019, thus 4 days after its ISD.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-N017
Place of Trade (MIC) not informed
· Entitled to Participant S (Individual Penalty Identification: N201906270000017) because its instruction did not settle because its counterparty sent its instruction late (i.e. counterparty´s DVP above described). Concretely:
· Settlement instruction with T2S reference T2S2000000000017 instructed by Participant S (PRTSDEDDXXX) with SAC ‘‘1000000404’’ and a DCA “2000000404’’, for the receipt of 200,000 securities ISIN00000014 from its counterparty Participant N (PRTNDEDDXXX) versus a payment of 3,000,000 Euros for settlement on June 24th 2019. The instruction failed and did not settle on the 24th because Participant N did not send its settlement instruction to T2S until the 27th.
· Additional instruction details:
T2S Actor reference (Account Owner Transaction Identification): PARTICIPANT-S017
Place of Trade (MIC) not informed
Data considered for the calculation of the penalty:
· Calculation Method: SECU
· The Financial Instrument (ISIN00000014),  defined as security (Financial Instrument Type: ETFS)
· The instructions did not inform the MIC as Place of Trade, so there is no common MIC and hence the transaction was not traded on a SME Growth Market
· Security Penalty Rate for other financial instruments not traded on SME Growth Market = 0.005% (0.50bp) 
· Reference Price June 24th 2019 (ISD)=Missing
· Reference Price June 25th 2019 (ISD +1)=Missing 
· Reference Price June 26th 2019 (ISD +2)=15 Euros
· Reference Price June 27th 2019 (ISD +3)=15.5 Euros
· Missing Reference Data indicator: TRUE for 24th  and 25th
· Currency of the Penalty is Euro because it is over a DVP with cash leg in Euro. Given the price of the security is also in Euro, no exchange rate is needed
· LMFP=∑(Security Penalty Rate day x*Reference Price day x*Quantity)
(0.00005*0*200,000) + (0.00004*0*200,000) + (0.000050*15*200,000) + (0.000050*15.5*200,000) = 305 Euros
Note that June 27th is an applicable day for the penalty as the instruction was not matched before its relevant cut-off, meaning the instruction can only be settled as of the next business day, June 28th. Note that a SEFP would need to be computed on June 28th in case the instruction did not settle before the EDVP cut-off end.
Note that the full penalty amount cannot be calculated as the Reference Price for ISIN00000014 is not available in Static Data for June 24th and June 25th 2019. When reporting Penalty 17, the Calculation Data block is repeated 4 times (one block for each applicable day for the LMFP), indicating in blocks 1 and 2, respectively with reference to June 24th and 25th, the Sub Amount Penalty Breakdown as 0 Euro, and the Missing Reference indicator as “TRUE”.  Blocks 3 and 4, respectively with reference to June 26th and 27th will indicate a Sub Amount Penalty Breakdown of 150 Euros and 155 Euros.
Message usage: List of Modified Penalties 
The List of Modified Penalties is sent every settlement day and is used to inform about the modifications that occurred in penalties since the previous reporting, i.e. penalties that have been removed, re-included, re-allocated, switched by a CSD or automatically updated after the recalculation of the penalty, for example when there was a change in the relevant reference data. 
Contrarily to the Daily Penalty List, the List of Modified Penalties provides information that may relate to several business days, i.e. it informs about penalties with different original Detection Dates. For each business day (original Detection Date), which has a modified Penalty reported, the List of Modified Penalties reports the new aggregated net amount of penalties per currency, party and counterparty (sum of all penalties a party is entitled to receive minus sum of all penalties a party is imposed with) considering the modification of the Penalty that is being reported.
In case on a given business day there are no penalties that have been updated or modified since the reporting of the previous business day, the report will show “False” in the Activity indicator. 
Specific message requirements
The message must be informed with:
· “ReportPeriod” as a “FromDateToDate” informing the period in which the Detection Date of the modified Penalties reported must be included[footnoteRef:60]; [60:  Depending on whether the appeal period of penalties of last month has finished or not, the “FromDate” can be:
Either the first business day of previous month (in case the appeal period for previous month has not finished yet);
Or the first business day of the current month (in case the appeal period for previous month has finished).
The “ToDate” is always two business days before the recalculation process and creation of its List of Modified Penalties report by T2S.] 

· "Frequency” = “DAIL” (Daily); and 
· "PenaltyListType”= “FWAM” (ForwardAmend).
In this message usage the "RelatedTransaction" block will not inform the "TransactionDetails" block.
Message usage example 1: semt.044.001.01_List of Modified Penalties (Removal, Re-allocation &_Switch)
In this example, T2S sends on July 3rd a List of Modified Penalties to the CSD A (CSDABIC1XXX) to inform about all the penalties that were modified (e.g. removed, re-allocated or switched) since the reporting of the previous business day. The report informs also the new daily aggregated amounts (debit and credit) per currency, party and counterparty for which there are penalties that have been modified. 
This List of Modified Penalties is generated on July 3rd 2019 and includes information about the modification of 3 penalties within the scope of CSD A: 
· The removal of Penalty 9 (SEFP with Detection Date June 27th 2019).
· The re-allocation of Penalty 8 (LMFP with Detection Date June 26th 2019), identifying Participant R as the new failing party and Participant K as the new non-failing party.
· The switch of Penalty 7 (SEFP with Detection Date June 26th 2019), changing the failing party from participant D to participant W.
Detail description of the Penalties that have been modified:
· Penalty 9 (Common Penalty Id: 201906270000009), described in Daily Penalty List message usage example 4, has been removed. After the removal of the penalty, T2S reports it within the List of Modified Penalties by indicating:
· Status “REMO”;
· The standard code and additional information of the reason why the removal is performed by the CSD: “OTHR” - Removed Penalty due to a non-standard reason by the CSD. 
· Amount of the penalty reduced to zero;
· Block “Calculation Data” is not informed for penalties with status REMO.
· Penalty 8 (Common Penalty Id: 201906260000008), described in Daily Penalty List message usage example 3, has been re-allocated and the delivering party of the Settlement Instruction (Participant R) is the new failing party, whereas the receiving party (Participant K) is the new non-failing party. The Calculation Method code “SECU” does not change within the context of the re-allocation of Penalty 8, because the instruction causing the penalty is a FOP. 
After the re-allocation of the penalty, T2S reports it within the List of Modified Penalties by indicating:
· The removal of the original Penalty 8 (Common Penalty Id: 201906260000008 imposed and entitled to CSD A) i.e.: its status is “REMO”, reason code “RALO”; and the reference to the new re-allocated penalty is informed (Reallocation Market Infrastructure Identification 201907030000008);
· The new re-allocated penalty (Common Penalty Id: 201907030000008) with status “ACTV”, reason code “RALO”, and making reference to the original penalty from which it has been re-allocated (Reallocation Market Infrastructure Identification: 201906260000008). This Penalty is:
· Imposed to Participant R (PRTRFRPPXXX) (Individual Penalty Identification: F201906260000008);
· Entitled to Participant K (PRTKFRPPXXX) (Individual Penalty Identification: N201906260000008).
Note that the data considered for the calculation of the new re-allocated penalty has not changed compared with the data that was used to calculate the original penalty.
· Penalty 7 (Common Penalty Id: 201906260000007) described in Daily Penalty List message usage example 3, has been switched (the failing and the non-failing parties have been swapped). 
Participant D (PRTDFRPPXXX) is now the Party entitled to receive the Penalty (Individual Penalty Identification remains as originally informed: F201906260000008) and External CSD E (ECSDBIC1XXX) is now the Party imposed with the Penalty (Individual Penalty Identification remains as originally informed: N201906260000008).
Note that the data considered for the calculation has not changed with the switch. In particular, the Calculation Method code “SECU” does not change with the switch of Penalty 7 because the instruction causing the penalty is a FOP.  
After the switch of the penalty, T2S reports it within the List of Modified Penalties by indicating:
· Status “ACTV”, reason code “SWIC” and additional information of the reason why the switch was performed by the CSD: Penalty switched, fail is on the other party.
Message usage example 2: semt.044.001.01_List of Modified Penalties_(Switch, automatic recalculation_& Re-inclusion)
In this example, T2S sends on July 5th a List of Modified Penalties to the CSD A (CSDABIC1XXX) to inform about all the penalties that were modified (i.e. switched, automatically recalculated or re-included) since the reporting of the previous business day. The report informs also the new daily aggregated amounts (debit and credit) per currency, party and counterparty for which there are penalties that have been modified. 
This List of Modified Penalties is generated on July 5th 2019 and includes information about the modification of 3 penalties within the scope of CSD A:
· The switch of Penalty 2 (SEFP with Detection Date June 21st 2019), changing the failing party from participant B to Participant A.
· The automatic recalculation due to an update of T2S Static Data of Penalty 6 (SEFP with Detection Date June 26th 2019).
· The re-inclusion of Penalty 9 (SEFP with Detection Date June 27th 2019).
Detail description of the Penalties that have been modified:
· Penalty 2 (Common Penalty Id: 201906210000002), described in Daily Penalty List message usage example 1, has been switched (the failing and the non-failing parties have been swapped.
Participant A (PRTAFRPPXXX) is now the Party imposed with the Penalty (Individual Penalty Identification remains as originally informed: N201906210000002) and Participant B (PRTBFRPPXXX) is now the Party entitled to receive the Penalty (Individual Penalty Identification remains as originally informed: F201906210000002).
Note that the data considered for the calculation has changed with the switch. In particular, the Calculation Method code used for this modified Penalty 2 is “MIXE” (before the switch it was “SECU”), because the instruction causing the penalty is now the RVP (instead of the DVP). Hence, the switch of Penalty 2 will generate the recalculation of its amount. 
· Calculation Method: MIXE
· Euro Discount Rate (daily) for June 21st 2019 =0.00069444% (Marginal Lending Facility expressed as a daily rate[footnoteRef:61])  [61:  The Euro Cash Discount Penalty Rate stored in Static Data is 0.0000069444 (“BaseOneRate"), hence the 0.00069444 (%) reported in the semt.044. This value is obtained from the ECB´s Marginal Lending Facility of 0.25% per annum, which is converted to a daily rate (dividing by 360)] 

· SEFP=Cash Discount Penalty Rate* Reference Price* Quantity 
 0.0000069444*10*100,000=6.94 Euros
After the switch of the penalty, T2S reports it within the List of Modified Penalties by indicating:
· Status “ACTV”, reason code “SWIC” and additional information of the reason why the switched was performed by the CSD: Penalty switched, fail is on the other party. 
· Penalty 6 (Common Penalty Id: 201906260000006), described in Daily Penalty List message usage example 2, has been recalculated due to an update of the Price of the ISIN. 
Penalty 6 is impacted by the update on ISIN00000003 reference price for June 26th 2019, which increases from 15 Euros to 16 Euros.
After the recalculation of the penalty, T2S reports it within the List of Modified Penalties by indicating the reason as “UPDT”, and by including the new updated amount and values:
· Status “ACTV”,  Reason “UPDT”;
· Reference Price June 26th 2019=16 Euro
· The rest of the data considered for the calculation has not changed, hence: 
· SEFP=(Security Penalty Rate*Reference Price)*(Quantity +Cash Discount Penalty Rate*Amount)
(0.00005*16*100,000)+ (0.0000069444*100,000) = 80.35 Euros
· Penalty 9 (Common Penalty Id: 201906270000009), described in Daily Penalty List message usage example 3 and List of Modified Penalties message usage example 1, has been reincluded: 
After its re-inclusion, the penalty was recalculated by T2S and the ISIN’s reference price has changed for June 27th, decreasing from 135 Danish Krones to 133 Danish Krones. Therefore, the penalty amount is now:
· Updated Reference Price June 27th 2019=133 Danish Krones
· The rest of the data considered for the calculation has not changed, hence:
· SEFP=Cash Discount Penalty Rate*Reference Price*Quantity 
0.0000013889*133*3,000=0.55 Danish Krones
After the re-inclusion of Penalty 9, T2S reports it within the List of Modified Penalties by indicating: 
· Status “ACTV”;
· Reason code “UPDT”. 
Message usage example 3: semt.044.001.01_List of Modified Penalties (automatic recalculation for securities subject to penalties)
In this example, T2S sends on July 5th a List of Modified Penalties to the CSD G (CSDGBIC1XXX) to inform about all the penalties that were modified (i.e. automatically recalculated) since the reporting of the previous business day. The reports informs also the new daily aggregated amounts (debit and credit) per currency, party and counterparty for which there are penalties that have been modified. 
This List of Modified Penalties is generated on July 5th 2019 and includes information about the modification of 2 penalties within the scope of CSD G:
· The automatic recalculation due to an update of T2S Static Data of Penalty 12 (SEFP with Detection Date June 27th 2019).  
· The automatic recalculation due to an update of T2S Static Data of Penalty 13 (LMFP with Detection Date June 27th 2019).
Detail description of the Penalties that have been modified:
· Penalty 12 (Common Penalty Id: 201906270000012) described in Daily Penalty List message usage example 5, has been impacted by the update on ISIN00000010, which becomes subject to penalties from June 24th onwards (making the penalty to become Active). 
After the recalculation of the penalty, T2S reports it within the List of Modified Penalties by indicating: 
· Status “ACTV”, reason “UPDT”
· Security subject to penalties: TRUE
· SME Growth Market Indicator  No, as MIC was informed differently
· Security Penalty Rate for illiquid shares not negotiated in a SME market=0.005% (0.5bp) 
· Reference Price June 27th 2019=25 Euros
· SEFP=Security Penalty Rate*Reference Price*Quantity
0.00005*25*200,000=250 Euros
· Penalty 13 (Common Penalty Id: 201906270000013) described in Daily Penalty List message usage example 5, has been impacted by the update on ISIN00000010, which becomes subject to penalties from June 24th onwards (making the penalty to become Active).
After the recalculation of the penalty, T2S reports it within the List of Modified Penalties by indicating:
· Status “ACTV”,  reason “UPDT”
· Security subject to penalties: TRUE
· SME Growth Market Indicator  No, as MIC was informed differently
· Security Penalty Rate=0.005% (0.5bp) 
· Reference Price June 26th 2019 (ISD)=23 Euros
· LMFP=(Security Penalty Rate day*Reference Price day*Quantity)
(0.00005*23*100,000)=115 Euros
Message usage example 4: semt.044.001.01_List of Modified Penalties_(Automatic recalculation for price changes)
In this example, T2S sends on July 5th a List of Modified Penalties to the CSD N (CSDNBIC1XXX) to inform about all the penalties that were modified (i.e. automatically recalculated) since the reporting of the previous business day. The reports informs also the new daily aggregated amounts (debit and credit) per currency, party and counterparty for which there are penalties that have been modified. 
This List of Modified Penalties is generated on July 5th 2019 and includes information about the modification of 3 penalties within the scope of CSD N:
· The automatic update due to an update of T2S Static Data of Penalty 15 (SEFP with Detection Date June 27th 2019). 
· The automatic update of Penalty 16 due to an update of T2S Static Data of Penalty 16 (LMFP with Detection Date June 27th 2019). 
· The automatic update due to an update of T2S Static Data of Penalty 17 (LMFP with Detection Date June 27th 2019). 
Detail description of the Penalties that have been modified:
· Penalty 15 (Common Penalty Id: 201906270000015), described in Daily Penalty List message usage example 6, has been recalculated due to an update of the Price of the ISIN:
Penalty 15 is impacted by the update on ISIN00000012 reference price for June 27th 2019, which was not available but is now 2 Euros. 
After the recalculation of the penalty, T2S reports it within the List of Modified Penalties by indicating the reason as “UPDT”, and by including the new updated amount and values.
· Status “ACTV”,  reason “UPDT”;
· Reference Price June 27th 2019=2 Euros
· Missing Reference Data indicator is no longer informed
· The rest of the data considered for the calculation has not changed, hence:
· SEFP=Security Penalty Rate*Reference Price*Quantity
0.00005*2*200,000=20 Euros
· Penalty 16 (Common Penalty Id: 201906270000016) described in Daily Penalty List message usage example 6, has been recalculated due to an update of the Price of the ISIN:
Penalty 16 is impacted by the update on ISIN00000013 reference price for June 26th 2019, which was not available but is now 5 Euros. The rest of the data considered for the calculation has not changed.
After the recalculation of the penalty, T2S reports it within the List of Modified Penalties by indicating the reason as “UPDT”, and by including the new updated amount and values. 
· Status “ACTV”, reason “UPDT”
· Reference Price June 26th 2019=5 Euros
· The rest of the data considered for the calculation has not changed, hence: 
· LMFP=(Security Penalty Rate*Reference Price) + (Quantity*Cash Discount Penalty Rate*Amount)
(0.00005*5*100,000) + (0.0000069444*50,000) = 25.35 Euro
· Penalty 17 (Common Penalty Id: 201906270000017) described in Daily Penalty List message usage example 6, has been recalculated due to an update of the Price of the ISIN:
Penalty 17 is impacted by the update on ISIN00000014 reference price for June 25th 2019, which was not available but is now 16 Euros.
After the recalculation of the penalty, T2S reports it within the List of Modified Penalties by indicating the reason as “UPDT”, and by including the new updated amount and values. 
· Status “ACTV”, reason “UPDT”;
· Reference Price June 25th 2019 (ISD +1)=16 Euros
· The rest of the data considered for the calculation has not changed, hence:
· Missing Reference Data indicator: True for the 24th (because this price is still missing), but no longer True for the 25th
· LMFP=∑(Security Penalty Rate day x *Reference Price day x *Quantity)
(0.00005*0*200,000) + (0.00005*16*200,000) + (0.00005*15*200,000)
 + (0.00005*15.5*200,000) = 465 Euros

Message usage: Monthly Aggregated Amounts
The Monthly Aggregated Amounts of penalties is sent once a month, on the Monthly Reporting Day (the 14th business day of the month), and informs about the aggregated amounts of penalties computed per currency, party and counterparty for the business days of a given period, i.e. the previous month. 
The Monthly Aggregated Amounts reports the aggregated net amount of the penalties of the previous month (sum of all penalties a party is entitled to receive minus sum of all penalties a party is imposed with) per currency, party and counterparty. The aggregated net amount of penalties will be provided in the Monthly Aggregated Amounts even if the result of this bilateral net is zero. 
In case that for a given month there are no penalties calculated for any given currency, party and counterparty, the report will show “false” in the Activity indicator.
Specific message requirements
The message must be informed with:
· “ReportPeriod” as a “DateMonth” informing the month whose penalties are reported i.e. month to whom the Detection Date of the Penalties being reported belong; and
· "Frequency” = “MNTH” (Monthly). 
In this message usage, "PenaltyListType” is not informed and the "PenaltyDetails" block will not inform neither the "PenaltyStatus", nor the "CalculationData" nor the "RelatedTransaction" blocks.
Message usage example 1: semt.044.001.01_Monthly Aggregated Amounts 
In this example T2S sends a Monthly Penalty List to the CSD A (CSDABIC1XXX) to inform about all the penalties that were computed for the previous month, June 2019, and for which any participant of CSD A is either imposed with or entitled to receive.
This Monthly Penalty List is generated on July 18th 2019 and includes all the active penalties, with a Detection date in June 2019, for all the participants of CSD A (or the CSD A itself), taking into account the modifications performed during their appeal period (i.e. the Penalties described in the Daily Penalty List message usage examples and updates as of the List of Modified Penalties message usage examples). I.e.:
External CSD E (ECSDBIC1XXX) has been computed with:
· A SEFP, Penalty 7, to be paid to Participant D (PRTDFRPPXXX), initially it was to be received from but changed  due to a switch, of an amount of 56 Euros.
Participant A (PRTAFRPPXXX) has been computed with:
· A SEFP, Penalty 1, to be paid to Participant B (PRTBFRPPXXX), of an amount of 25 Euros.
· A SEFP, Penalty 2, to be paid to Participant B (PRTBFRPPXXX), initially it was to be received from but changed due to a switch, of an amount of 6.94 Euros.
· A SEFP, Penalty 3, to be paid to Participant Z (PRTZESMMXXX) of CSD Z (CSDZBIC1XXX), of an amount of 6.25 Euros.
· A  SEFP, Penalty 9, recalculated after its re-inclusion due to a SD Update, to be received from Participant C (PRTCFRPPXXX), of an amount of 0.55 Danish Krones. 
· A LMFP, Penalty 11, to be paid to Participant E (PRTEKKKKXXX), of an amount of 72.41 Danish Krones.
Participant B (PRTBFRPPXXX) has been computed with:
· A SEFP, Penalty 1, to be received from Participant A (PRTAFRPPXXX), of an amount of 25 Euros.
· A SEFP, Penalty 2, to be received from Participant A (PRTAFRPPXXX), initially it was to be paid to but changed due to a switch, of an amount of 6.94 Euros.
· A SEFP, Penalty 4, to be received from Participant Y (PRTYDEFFXXX) of CSD Y (CSDYBIC1XXX), of an amount of 0.38 Euros.
· A  SEFP, Penalty 10, to be paid to Participant D (PRTAFRPPXXX), of an amount of 0.59 Euros.
Participant C (PRTCFRPPXXX) has been computed with:
· A LMFP, Penalty 5, to be paid to Participant D (PRTDFRPPXXX), of an amount of 82.50 Euros.
· A SEFP, Penalty 6, recalculated due to a SD Update, to be received from Participant D (PRTDFRPPXXX), of an amount of 80.35 Euros.
· A  SEFP, Penalty 9, recalculated after its re-inclusion due to a SD Update, to be paid to Participant A (PRTAFRPPXXX), of an amount of 0.55 Danish Krones.
Participant D (PRTDFRPPXXX) has been computed with:
· A LMFP, Penalty 5, to be received from Participant C (PRTCFRPPXXX), of an amount of 82.50 Euros.
· A SEFP, Penalty 6, recalculated due to a SD Update, to be paid to Participant C (PRTCFRPPXXX), of an amount of 80.35 Euros.
· A SEFP, Penalty 7, to be received from external CSD E (ECSDBIC1XXX), initially it was to be paid to but changed due to a switch, of an amount of 56 Euros.
· A  SEFP, Penalty 10, to be received from Participant B (PRTBFRPPXXX), of an amount of 0.59 Euros.
Participant E (PRTEDKKKXXX) has been computed with:
· A  LMFP, Penalty 11, to be received from Participant A (PRTAFRPPXXX), of an amount of 72.41 Danish Krones.
Participant R (PRTRFRPPXXX) has been computed with:
· A  LMFP, Penalty 8, to be paid to participant K (PRTKFRPPXXX) after its re-allocation (it was initially imposed to CSD A), of an amount of 0.90 Euros.
Participant K (PRTKFRPPXXX) has been computed with:
· A  LMFP, Penalty 8, to be received from participant R (PRTRFRPPXXX) after its re-allocation (it was initially imposed to CSD A), of an amount of 0.90 Euros.
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4.1. Index of Business Rules and Error Codes
	BR NAME
	DESCRIPTION
	INBOUND MESSAGE
	REPLY MESSAGE
	CODE USE
	REASON CODE
	ERROR TEXT

	PMEL001
	There is neither Reason Code nor Hold associated with the Settlement Instruction, so it is not possible to determine if the Penalty has to be calculated or not.
	
	
	
	
	Neither Reason Code nor Hold is associated with the Failing SI. Not possible to determine if a Penalty has to be computed or not.

	PMEL002
	The Reason Code is missing in the Failing Reasons Dictionary so it is not possible to determine if the Penalty has to be calculated or not.
	
	
	
	
	There is no Penalty Eligibility Result for the Reason Code. This Reason Code has to be included in the Failing Reasons Dictionary.

	PMCA001
	The Cash Discount Penalty Rate for a given Currency and a given date must exist to calculate the sub-amount of a Penalty with calculation method MIXE, CASH or BOTH and with a Security subject to penalties on this date.
	
	
	
	
	The Cash Discount Penalty Rate for a given Currency and a given date was not found.

	PMCA002
	The Price of a Security for a given date must exist to calculate a sub-amount of a Penalty with calculation method SECU, MIXE or BOTH and with a Security subject to penalties on this date.
	
	
	
	
	The Price of a Security for a given date, needed to calculate the sub-amount of a penalty, was not found.

	PMCA003
	The FX rate between EUR and a given Currency for a given date must exist when a conversion is needed to calculate the sub-amount of a Penalty.
	
	
	
	
	The FX rate between EUR and a given Currency for a given date was not found.

	PMCA004
	In order to calculate a sub-amount of a Penalty, the Settlement Type of the Quantity of the Settlement Instruction (stored in Penalty Eligibility) must be the same than the Settlement Type of the Security provided by Static Data.
	
	
	
	
	The Settlement Type of the Quantity of the Settlement Instruction is different from Static Data´s Settlement Type of the Security

	PMCA005
	In order to calculate a sub-amount of a Penalty, the Currency of the Face Amount of the Settlement Instruction (stored in Penalty Eligibility) must be the same than the Currency of the Security provided by Static Data
	
	
	
	
	The Currency of the Settlement Instruction is different from the Settlement Type provided in Static data for the Security.

	PMCA006
	In order to calculate a sub-amount of a Penalty with calculation method SECU or BOTH, the Security Penalty Rate for the relevant Asset Type and date must exist.
	
	
	
	
	The Security Penalty Rate for a given date, needed to calculate the sub-amount of a penalty, was not found.

	PMMO001
	The file must be valid
	PMRBulkFile
	PMRBulkFileResponse
	
	
	H0000FERRFileWrongFormat

	PMMO002
	Technical sender must be authorised to send PMR bulk file for a given CSD
	PMRBulkFile
	PMRBulkFileResponse
	
	
	H000SERRSenderNotAllowed

	PMMO004
	The individual modification request (body) must be valid
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The individual modification request (body) is invalid

	PMMO005
	The field ‘Individual Penalty Identification’ must be empty for RALO (Reallocation)
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The ‘Individual Penalty Identification’ is not empty for RALO (Reallocation)

	PMMO006
	The 'Individual Penalty Identification' must be filled in case the Request Type is 'REMO' (Removal), 'REIN' (Re-inclusion) or 'SWIC' (Switch). Otherwise, it must be blank
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The ‘Individual Penalty Identification’ field is empty. The 'Individual Penalty Identification' must be filled in case the Request Type is 'REMO' (Removal), 'REIN' (Re-inclusion) or 'SWIC' (Switch)

	PMMO007
	The 'Individual Penalty Identification' must exist in T2S
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The Individual Penalty Identification does not exists in T2S

	PMMO008
	The request type is ‘RALO’ and the requestor CSD is not the same as the CSD of the Instructing Party of the underlying instruction
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The Request Type is ‘RALO’ and the requestor CSD is not the same as the CSD of the LMFP (CSD of the Instructing Party of the underlying instruction)

	PMMO009
	It is not possible to modify a Penalty if it is out of its appeal period
	PMRBulkFile
	PMRBulkFileResponse
	
	
	It is not possible to modify the Penalty as its appeal period has ended

	PMMO010
	Only the Failing CSD can request to modify a Penalty
	PMRBulkFile
	PMRBulkFileResponse
	
	
	Only failing CSD can request to modify a penalty

	PMMO011
	The ‘Market Infrastructure Identification’ must be empty for 'REMO' (Removal), 'REIN' (Re-inclusion) and 'SWIC' (Switch)
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The ‘Market Infrastructure Identification’ is not empty for 'REMO' (Removal), 'REIN' (Re-inclusion) or 'SWIC' (Switch)

	PMMO012
	The 'Market Infrastructure Identification' must be filled in case the Request Type is ‘RALO’ (Re-allocation), otherwise the value will be blank
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The ‘Market Infrastructure Identification’ field is empty. The Market ‘Infrastructure Identification’ must be filled in case the Request Type is 'RALO' (Reallocation)

	PMMO014
	The 'Market Infrastructure Identification' must exist in T2S
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The Market Infrastructure Identification does not exists in T2S

	PMMO015
	In case the Request Type is 'REMO' (Removal), the 'Removal Reason Code' must be filled (with INSO, SEMP, SESU, SUSP, TECH, OTHR)
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The field 'Removal Reason Code' is empty, or with an unexpected value, for a Removal (REMO)

	PMMO016
	The removal, re-inclusion or switch must refer to the  individual penalty identification of the failing party
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The removal, re-inclusion or switch does not refer to the individual penalty identification of the failing party

	PMMO017
	The field 'Removal Reason Code' must be empty for REIN ( Re-inclusion), RALO (Re-allocation) and SWIC (Switch)
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The field ‘Removal Reason Code ' is not empty for REIN (Re-inclusion), RALO (Re-allocation) and SWIC (Switch)


	PMMO018
	The 'Description text' must be filled in case the Request Type is 'REMO' (Removal) and Removal Reason Code is 'OTHR', or in case the Request Type is ‘SWIC’ (Switch).
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The field 'Description text' is empty for Request Type REMO with Removal Reason Code OTHR or for a Request Type SWIC (Switch)

	PMMO019
	The field ‘Description text' must be empty for REIN (Re-inclusion), RALO (Re-allocation) or REMO without  Removal Reason Code OTHR
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The field ‘Description text' is not empty for REIN (Re-inclusion), RALO (Re-allocation) or REMO without  Removal Reason Code OTHR

	PMMO020
	The 'New failing Party BIC' must be filled in case the Request Type is 'RALO'
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The field ‘New failing Party BIC' is empty in a RALO (Re-allocation) modification

	PMMO021
	The new failing Party must be either the delivering or the receiving party of the underlying Settlement Instruction that was sent already matched
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The new failing Party is neither the delivering nor the receiving party of the underlying Settlement Instruction that was sent already matched

	PMMO022
	The 'New non-failing Party BIC' must be filled in case the Request Type is 'RALO'
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The field ‘New Non-failing Party BIC' is empty in a RALO (Re-allocation) modification

	PMMO023
	In case the New failing Party BIC corresponds to the delivering party of the underlying Settlement Instruction, the New non-failing Party BIC must correspond to the receiving party, and vice versa
	PMRBulkFile
	PMRBulkFileResponse
	
	
	In case the New failing Party BIC corresponds to the delivering party of the underlying Settlement Instruction, the New non-failing Party BIC must correspond to the receiving party, and viceversa

	PMMO024
	If 'New failing Party BIC' is equal to 'New non-failing Party BIC', then “T2S Reference of the failed Settlement Instruction” must be filled.
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The 'New failing Party BIC' is equal to 'New non-failing Party BIC', but the 'T2S reference of the failed Settlement Instruction' field is empty

	PMMO025
	The 'T2S reference of the failed Settlement Instruction' must be either the delivering or the receiving Settlement Instruction created in T2S
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The 'T2S reference of the failed Settlement Instruction' is neither the delivering nor the receiving Settlement Instruction created in T2S from the already matched

	PMMO026
	The 'T2S reference of the failed Settlement Instruction' must be empty if 'New failing Party BIC' and 'New non-failing Party BIC' are different
	PMRBulkFile
	PMRBulkFileResponse
	
	
	'New failing Party BIC' and 'New non-failing Party BIC' are different, but the 'T2S reference of the failed Settlement Instruction is not empty

	PMMO027
	The ‘New failing Party BIC' must be filled only if the Request Type is RALO (Re-allocation)
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The ‘New failing Party BIC' is filled, but the Request Type is not RALO (Re-allocation)

	PMMO028
	The ‘New non-failing Party BIC ' must be filled only if the Request Type is RALO (Re-allocation)
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The ‘New non-failing Party BIC ' is filled, but the Request Type is not RALO (Re-allocation)


	PMMO029
	The ‘T2S reference of the failed Settlement Instruction’ must not be filled for Request Types different to RALO (Re-allocation)
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The ‘T2S reference of the failed Settlement Instruction’ is filled for a Request Type different to RALO (Re-allocation)

	PMMO030
	The penalty provided in the removal request must have status Active
	PMRBulkFile
	PMRBulkFileResponse
	
	
	It is not possible to remove a Penalty that is not active

	PMMO031
	The penalty provided in the re-inclusion request must have status Removed
	PMRBulkFile
	PMRBulkFileResponse
	
	
	It is not possible to re-include a Penalty that is not removed

	PMMO032
	The penalty provided in the re-inclusion request cannot be reincluded if it has been removed because of a Reallocation
	PMRBulkFile
	PMRBulkFileResponse
	
	
	It is not possible to re-include a Penalty that was removed because of a Reallocation

	PMMO033
	The penalty provided in the reallocation request must have status Active
	PMRBulkFile
	PMRBulkFileResponse
	
	
	It is not possible to reallocate a Penalty that is not active

	PMMO034
	The type of penalty of the penalty provided in the reallocation request must be LMFP
	PMRBulkFile
	PMRBulkFileResponse
	
	
	It is not possible to reallocate a Penalty that is not a LMFP

	PMMO035
	The penalty provided in the reallocation request cannot have been Reallocated before
	PMRBulkFile
	PMRBulkFileResponse
	
	
	It is not possible to reallocate a Penalty already reallocated before

	PMMO036
	The penalty provided in the switch request must have status Active
	PMRBulkFile
	PMRBulkFileResponse
	
	
	It is not possible to switch a Penalty that is not active

	PMMO037
	The underlying Settlement Instruction of the penalty provided in the reallocation request must be an instruction sent as already matched to T2S
	PMRBulkFile
	PMRBulkFileResponse
	
	
	The underlying Settlement Instruction of the Penalty was not sent as already matched to T2S



4.2. Index of Status Values and Codes
4.2.2 T2S proprietary codes
EventTypeCode_T2S_1
	CODE
	NAME
	DEFINITION

	DAPL
	Daily Penalty List - Reporting of new penalties
	Daily Penalty List Report - Reporting of new penalties

	MDPL
	List of Modified Penalties
	Modified Penalties List Report

	MAGG
	Monthly Aggregated Amounts Report
	Monthly Aggregated Amounts Report




4.7. Securities Subject to cash penalties bulk file format specifications (new section)
See Annex 6a 
· T2S_0654_URD_Annex 6a_Securities_Subject_to_Cash_Penalties_FileFormatSpecification
4.8. Daily prices bulk file format specifications (new section)
See Annex 6b 
· T2S_0654_URD_Annex 6b_Daily_Prices_FileFormatSpecification
4.9. Penalty Modification Request bulk file format specifications (new section)
See Annex 6c 
· T2S_0654_URD_Annex 6c_Penalty Modification Requests_FileFormatSpecifications
4.10. Specifications for the flat file for reporting of penalties (new section)
See annexes 5a, 5b and 5c:
· T2S_0654_URD_Annex 5a_DailyPenaltyList_FlatFileFormatSpecifications
· T2S_0654_URD_Annex 5b_ListOfModifiedPenalties_FlatFileFormatSpecifications 
· T2S_0654_URD_Annex 5c_MonthlyAggreggatedAmounts_FlatFileFormatSpecifications
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