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References/Useful website links for CSDR Regulation and Settlement
Discipline Regime implementation in February 2022
ESMA Q&As:

https://www.esma.europa.eu/sites/default/files/library/esma70-708036281-2_csdr_qas_0.pdf
(Post Trading -Q&A on CSDR)

ECSDA Framework:
https://ecsda.eu/wp-
content/uploads/2021/10/2021_10_05_ECSDA_CSDR_Penalties_Framework.pdf

AFME guidelines for bilateral claim management
https://www.afme.eu/Portals/0/CSDR%20Settlement%20Discipline%20-
%20Bilateral%20Penalty%20Claims%20Augqust%202021.pdf?ver=2021-09-02-091345-440

CSDR Level | Text:
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0909&from=EN

CSDR Level Il Text (RTS):
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0392&from=EN

ESMA Guidelines on allocations/confirmations:
https://www.esma.europa.eu/press-news/esma-news/esma-publishes-final-report-csdr-
quidelines-standardised-procedures-and

ESMA guidelines on Penalties / Buy-ins:
Not published yet

CSDR Settlement penalties (RTS):
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1229&from=EN

Cash penalties calculation:
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0389&from=EN
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ESMA Consultation on Standardised procedures and messaging protocols used between
Investment firms and their professional clients:
https://www.esma.europa.eu/sites/default/files/library/esma70-151-

1847 _cp_on_csdr_gl_on_art_6_standardised_procedures_and_messaging_protocols.pdf

Impact: implementation of measures to prevent settlement fails (cancellation mechanism, hold
and release mechanism, recycle mechanism, partial settlement, tolerance level), and measures to
address the settlement fails (cash penalties for late matching -LMFP, and cash penalties for late
settlement - SEFP).

Required actions: In order to prepare for the Settlement Discipline Regime, the following steps
are recommended:

review of the fail rates of transactions settlement with your brokers;

- review of operational processes and flows for weaknesses, inefficiencies and other flaws in
relation to affirmation, allocation and transaction confirmation;

- review of the buy-in policies;

- decide whether or not to bear the costs of cash penalties (for LMFP & SEFP) on behalf of
investment funds

- agree on new contractual arrangements with brokers in order to prevent and address
settlement fails;

- agree on the monthly payment method for late matching/settlement penalties and consider
the impact on the cash flow;

- engage a buy-in agent for possible buy-ins in the year 2022.

Application date: 1 February 2022

OTP Banka d.d. Your OTP GSS contact:

Ulica grada Vukovara 284,10000 Zagreb Mrs Marina Sonje Tomorad, Head of Custody
Unit
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Disclaimer: This Newsflash is provided by OTP Bank d.d., a member of OTP Group, as a service to its customers only. The information
and opinions provided therein has been prepared in good faith on the basis of information which is either publicly available or
obtained from sources which OTP Bank d.d. reasonably believes reliable, and OTP Bank d.d. does not represent or warrant theirs
veracity, accuracy, relevance or completeness. Such publicly available information may be incomplete or condensed and no
responsibility or liability (express or implied) is accepted for any errors, omissions or misstatement by OTP Bank d.d.. Information
herein reflects the market situation at the time of writing and may change as market or regulatory conditions and circumstances
develop. Figures relate to the past and indicate historic data. Past performance is not a reliable indicator of future results. No
representation, warranty or undertaking, express or implied is made and no responsibility is taken or accepted by OTP Bank d.d. as
to or in relation to the accuracy or completeness or otherwise of the material in this Newsflash or as to the reasonableness of any
assumption contained herein. The estimates and opinions included in this Newsflash are subject to change without notice and solely
reflect the viewpoint of the authors thereof and are not intended, and shall not be interpreted, as an offer by OTP Bank d.d. or any of
its officers, directors, employees or agents to buy, sell, hold, hedge or otherwise deal with any currency, security, commodity or any
kind of swap, forward rate, futures, options, derivatives or other contract or product whatsoever or an investment advice. It does not
constitute legal, tax and accounting advice. Any person acting or behaving, or refraining from acting or behaving, in reliance on, or
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under the guidance of, the information provided or opinions expressed or recommendations made herein shall do so exclusively at
its own risk based on independent assessment and without any liability for the result of its actions on the part of OTP Bank d.d. or any
of its officers, directors, employees or agents. Any such assessment should involve the complex consideration of the legal, tax,
accounting, regulatory, financial, credit and other related aspects of any decision in respect of the information contained in this
Newsflash in order to be capable of making a well advised decision based on opinions from competent and independent advisors or
other experts. OTP Bank d.d. or any of its officers, directors, employees or agents shall not be liable for any failure to obtain such
advice.OTP Bank d.d. assumes no responsibility or liability for information contained in this Newsflash and is not holding out any
information as a recommendation to take (or refrain from taking) any action in respect of any financial instruments.OTP Bank d.d.
does notassume or accept any liability whatsoever for any direct, indirect, financial, economic or consequential loss or damage arising
from any use of material contained herein, caused by the negligent act or omission of OTP Bank d.d., provided that such limitation of
liability shall not apply to any liability which cannot be excluded or limited under applicable law.
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