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CDCC updates related to Croatia's joining T2S
Summary:

Please find updated information from CDCC (Central Depository and Clearing Company Inc.)
related to Croatia's joining Target-2-Securities (T2S)

CDCC has published a draft of the Amendments to the Procedures and Rules on its
website. Amendments to the CDCC' Procedures and Rules were proposed in order to
adapt the model of central account management, according to EU standards as a
prerequisite for integration into T2S, and minor changes in order to harmonize with legal
provisions and market practice. From the mentioned Procedures and Rules amendments,
which should enter into force on June 1, 2023, we point out below the following facts:

- Account reconstruction includes the introduction of transaction accounts for CDCC
member participants (custodians, brokers, money market participants) - a new type
of accountin CDCCthatis introduced for T2S settlement purposes, which is connected
to members' T2S accounts. One of the main goals of the new model is to encourage
legal and natural persons who currently hold their assets/investments in the
investor account in CDCC to transfer their securities "for management" - to
Participants - Brokers and Custodians, while in the existing investor accounts over
time, the amount decreases and in the future there will be no more securities (which
is in accordance with market practices and the model of keeping accounts in T2S).

- Custody accounts will be replaced by transactional custody accounts (in the name
and omnibus), whereby CDCC will systematically replace all custody accounts with
appropriate transactional custodial accounts in its information system upon the
entry into force of the CDCC' Rules. The custody code account with a password will be
deleted and will not be replaced by a Transactional custody code account with a
password, since the purpose and justification of the account type in question is fully
fulfilled by the Transactional omnibus custody account. The transaction custody
account in the name and the transaction omnibus custody account will fully fulfill
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the requirements of the market participants that they have fulfilled until now using
the custody accounts in the name and under password and the omnibus account.
With the entry into force of the amendments, CDCC will transform all registered
custody accounts and omnibus custody accounts into Transactional custody
accounts in the name and Transactional omnibus custody accounts, while password-
protected custody accounts will be transformed into Transactional omnibus custody
accounts.

- Amendments to the CDCC Price List due to changes in the calculation of fees for
central account management (introduction of charges for maintenance and
management of account positions due to a change in model and introduction of a
new type of account) will be published by the end of March 2023.

Further, CDCC organized together with the Croatian National Bank (CNB) on February 24,
2023 a workshop on the topic of CDCC joining to T2S. Please find below main conclusions
during the workshop:

- CDCC decided to choose Indirectly Connected Party (ICP) approach for its participant
members' access to T2S, ensuring the continued use of all functionalities of the SKDD
system to its participant members;

- CDCCwill access T2S using a “layered” model, meaning that the custody accounts will
remain in CDCC and assets safekept therein will be replicated on its T2S omnibus
account;

- In the process of migration to T2S, CDCC will open at least one Member Securities
Account (SAC) for each participating member, according to the model:

o all assets in the custody accounts in CDCC will be transferred to one omnibus
account (N:1) of the custodian in T2S

o all assets on portfolio accounts in CDCC will be mapped to one omnibus
account (N:1) of a broker or company for managing portfolio accounts in T2S,

o all assets on accounts in CDCC registered with a broker or money market
member will be mapped to one omnibus account (N:1) account of a broker or
money market member in T2S.

- CDCCmembers participants are in T2S for each member type in CDCC indentified with
their CDCC BIC code (parent BIC) & own BIC code (party BIC);

- The most significant changes related to the entire settlement process will be
presented to the market in a separate document, and they relate to: changes in the
mandatory matching field (entry of the party BIC code);

- Requirement for SAC account opening is identification with party BIC code and of T2S
DCA account (dedicated cash account) opening;
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- (CDCC will communicate with T2S via SWIFT ISO 20022 but will remain with
communication with its clients via SWIFT ISO 15022 and until further notice the same
will maintain OTP banka.

- Settlement will be processed on two levels: T2S settlement and SKDD settlement.
Settlement instructions will be sent and matched in the SKDD system and then
forwarded to T2S. T2S will validate and settle (if settlement conditions are met) the
already matched settlement instructions and send the confirmation of settlement to
SKDD, which will settle the instruction in its system and notify its participant
members accordingly;

- Further settlement details are expected to be discussed on another workshop
organized by CDCC scheduled for the end of March 2023.

- CDCC participant members are expected to participate in T2S test from June till
August 2023.;

- joining to European platform TARGET2-Securities (T2S) on 11.09.2023;

- joining to Eurosystem Collateral Management System (ECMS) on 08.04.2024.

Impact: Forinformation purposes.

Required actions: -

Application date: -
OTP Bank d.d. Your OTP GSS contact:
Ulica grada Vukovara 284,10000 Zagreb Mrs Marina Sonje Tomorad, Head of Custody
Unit
www.otpbank.hr marina.sonje-tomorad@otpbank.hr
+385 (0) 72 206 486
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 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
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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 not assume 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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