DT:: Important Notice
The Depository Trust Company

B #: 2359-14
Date: December 15, 2014
To: All Clients

Category: Settlement

From: Settlement Product Management

Attention: Managing Directors/Vice Presidents/Managers

Subject: Settlement Matching — Phase 4 Implementation

Since the implementation of phase 3 of Settlement Matching on August 22, 2014, DTCC has worked
with the industry to simplify the processing model for the fourth and final phase of this initiative. Based
on these discussions, DTCC has constructed an implementation plan that will allow firms to gradually
subject Institutional Deliveries (ID) receives to the matching requirement. The revised and industry
accepted phase 4 model was published in detail via Important Notice 1572-14 on August 27, 2014.
DTCC recommends clients refer back to this notice for information around phase 4 processing rules and
key changes. The purpose of this notice is to officially announce the dates for the revised
implementation plan resulting from industry feedback and to highlight what clients can expect with each
implementation stage.

The Implementation Plan®:

1. January 30, 2015: Clients will be able to view and modify their ID Trades profile settings prior to
them becoming effective on February 5™ when the initial step down will occur.

2. February 5, 2015: Prior to the start of DTC’s night cycle for the settlement of February 6, all
phase 4 components will be implemented and DTC will set its RAD default limits for ID
Receives to $15 million. At this level, approximately 1% of ID receives will become RAD
eligible and be processed according to your RAD profile limits®. In addition to the new RAD
limit for 1D receives, clients will be introduced to two new Settlement Web tools:

o The “ID Receiver Recap” screen — which will provide clients with a status snapshot of
their 1D receive activity (see appendix A)

o The “ID Receiver Authorization Override” screen — which will allow clients to withhold
an item from being passively approved (see appendix B)

! The implementation of Phase 4 is subject to approval of rule filing SR-DTC-2014-10 by the U.S. Securities and Exchange
Commission. This rule filing is available at http://www.dtcc.com/~/media/Files/Downloads/legal/rule-filings/2014/dtc/SR-
DTC-2014-10.pdf.

Z It should be noted that RAD output for these new RAD eligible receives will be made available to subscribers at
approximately 8:45 p.m. as the night cycle progresses. It is not until the following day, February 6, when DTC will begin to

accept RAD updates and make RAD output available as early as 5:00 p.m.

DTCC offers enhanced access to all important notices via a Web-based subscription service.

The notification system leverages RSS Newsfeeds, providing significant benefits including

real-time updates and customizable delivery. To learn more and to set up your own DTCC RSS

alerts, visit http://www.dtcc.com/subscription_form.php. Non-Confidential
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3. February 12, 2015: DTC’s RAD default limits for ID receives will be reduced to $25,000. At
this level, approximately 50% of the remaining ID receives will become RAD eligible. This new
limit will be effective for any ID receive, including those staged for night cycle processing on
February 12" which would then settle on February 13™.

4. February 26. 2015: DTC’s RAD default limits for ID receives will be set to $0. This new limit
will be effective for any ID receive, including those staged for night cycle processing on
February 26™ which would then settle on February 27", This action will mark the completion of
phase 4 and the overall settlement matching initiative.

As part of this revised approach, RAD eligibility for ID receives will follow DTC’s ID receive default
limits as outlined above. The method of RAD approval will depend upon the approval strategy chosen,
I.e., passive or active approvals for ID receives. The following section provides details around your 1D
Trades profile. It is separated by approval type and highlights how ID transactions will be processed in
terms of RAD approval flows with each step down based on the approval strategy you choose. At all
times and regardless of profile type, reclaims for any receive with a settlement value equal to or greater
than DTC’s ID receive default limit will no longer be allowed to override DTC’s controls and will
always be subject to the receiver’s (the original deliverer) RAD.

Your Profile Settings:

You can view your current ID Trades profile setting by selecting the “Limits Configuration” option
under the “Profiles” tab in the Settlement Web’s navigation bar.

mm Cash and Balances Transaction Submission

IMS Receiver Authorized Delivery RAD Profiles k

Commands | Profiles |Help | PBS Links Mow 21, 2014 - 1:36:43 PM EST

Home = IMS Receiver Authorized Delivery = Limits Configuration Limits Configuration

To view your profile settings, select your DTC client number, if applicable then click “Search”.

m Cash and Balances Transaction Submission m PBS Links

IMS Receiver Authorized Delivery

Home = IMS Receiver Authorized Delivery = Limits Configuration @) Help S Print

Receiver ID 3
234

m m Download RAD Limit Details

The “Profile Type” that will govern the approval process for your ID Receives is the “ID Trades”
profile. The example below shows a “PASSIVE” setting which, as a reminder, is the default setting for
this profile and represents what most firms will see when they view their limits configuration screen for
the first time®.

® Early Adopters are the only exception to this rule. Early adopters accessing the limits configuration screen for the first time
will see “Active Authorization” in the “Limit Type in Effect” column and a “0” populated in the “Limit in Effect” column.
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Search Results

Receiver ID: 1254FTS AR #1

Limits Configuration Global Limits Bilateral Limits Profile Changes Awaiting Approval
Profile Type ‘ Limit Type in Effect ‘ Limit in Effect ‘ Bilateral in Effect
D - bl Global Limit 1,000 Mo
D - Eqquity Global Limit 250 Yes
D - Corporate Bond Global Limit 100,000 Mo
D - Muni Bond Global Limit 1,000 Mo
D - Stock Loan Global Limit 250,000 Mo
Payment Orders Global Limit 1,000,000 Mo
A — |0 Trades ! Passive Authorization ! PR, ! IR, R

A passive profile setting provides receiving clients with a straight-through-processing option from the
point of Omgeo affirmation through DTC settlement. Clients leveraging this option will have all
applicable ID receives* go to RAD where they will be systemically approved by DTC prior to
settlement. The impact to clients leveraging this profile setting through implementation will be as
follows:

e February 5, 2015: 1D receives equal to or in excess of $15 million will be routed to RAD where
they will be approved by DTC; ID receives less than $15 million will bypass RAD.

e February 12, 2015: ID receives equal to or in excess of $25,000 will go to RAD where they will
be approved by DTC; ID receives less than $25,000 will bypass RAD.

e February 26, 2015: All ID receives will be routed to RAD where they will be approved by DTC.

Clients that do not want to utilize a passive authorization mode MUST override DTC’s passive default
setting. Properly provisioned users can make profile changes from the “Global Limits” tab and select
either the “Active” or “Active w/ DTC Default” profile setting. Clients are reminded that all profile
changes are subject to secondary approval prior to becoming effective.

* Applies to any 1D deliveries authorized by the deliverer on S-1 prior to the start of the night cycle. As a reminder, DTC will
automatically switch all passive receive profile settings to active once DTC’s night cycle begins. This “day-side” change to
an active approval setting protects the receiving client from passively approving an ID receive in error by routing it to RAD
where it awaits receiver action.
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IMS Receiver Authorized Delivery

Home = IMS Receiver Authorized Delivery = Limits Configurstion @ Help @ Prinit

Receiver ID 5

m Download RAD Limit Details

Search Results

Receiver ID: 12540FTS AT #1

| Limits Configuration || Global Limits || Bilateral Limits || Profile Changes Awaiting Approval |

gtcn Prafile Type Status Current Global Limit Mewe Global Limit Comments At
e Delete

DO - Ml Pending Approval 1,000 1,001 Audit
DO - Eguity Active 250 [ | [ | Auclit
D - Corparate Bond Active 100,000 [ | [ | At
DO - buni Bond Active 1,000 [ | [ 3] At
DO - Stock Loan sctive 250,000 [ | [ | St
Payment Orders Active 1,000,000 [ | [ | Audit

Action
. Active el . Profile Type Status Current Glokal Limit My Glokal Limit Comments Al

Active Passive
DTC Default

F D Passive Authorization 78 78 [ | [ Bl At

The active profile setting provides a client with additional time to perform the applicable credit
verifications required by routing ID receives to RAD where they await further action.

Clients that want to follow DTC’s default limits through the step downs should select the “Active w/
DTC Default” option. When this option is selected, the words “DTC Default” will appear in the “New
Global Limit” field.

Home | Activity | Position Cash and Balances Transaction Submission Commands Profiles |Help | PBS Links

IMS Receiver Authorized Delivery

Home = IMS Receiver Authorized Delivery = Limits Configuration @) Help & Print

Receiver ID &
254

m w Download RAD Limit Details

Search Resulis

Receiver ID: 1234FTS A0 #1

| Limits Configuration | Global Limits || Bilateral Limits || Profile Changes Awaiting Approval |
Action
Profile Type Status Current Global Limit Mewy Flobal Limit Comments At
Mewy Delete
D2 - bl Pending Approval 1,000 1,001 At
DO - Equity Active 250 [ | [ ] Audit
D - Corporate Bond Active 100,000 [ | [ ] At
DO - Muni Boned Active 1,000 [ | [ -1 Aucit
DO - Stock Loan Active 250,000 [ | [ | Ludit
= Payment Orders Active 1,000,000 [ | [ ] Avdit
Action
Active vl Profile Type Status Current Global Limj Mewy Global Limit mimernts At
Active Paszsive
DTC Defautt
@ é— ID Passive Authorization 1178 1178 ETC Default At
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The impact to clients leveraging this profile setting through implementation will be as follows:

e February 5, 2015: 1D receives equal to or in excess of $15 million will be routed to RAD where
they will await further action by your firm; ID receives less than $15 million will bypass RAD.

e February 12, 2015: ID receives equal to or in excess of $25,000 will go to RAD where they will
await further action by your firm; 1D receives less than $25,000 will bypass RAD.

e February 26, 2015: All ID receives will be routed to RAD where they will await further action
by your firm.

The “Active w/ DTC Default” option negates the clients need to continually reset their global limit to
match that of DTC’s step down limit. It is a temporary option that will only be applicable through the
final step down. At that time, DTC will consider the global limit within your active profile to be zero
until otherwise instructed®,

Clients that want to define their own global limit within their active profile should select the “Active”
option. When this option is selected, a value must be assigned in the “New Global Limit” field,
otherwise you will be informed that the “limit is invalid”.

IMS Receiver Authorized Delivery

Home = IMZ Receiver Authorized Delivery =  Limits Configuration @ Help @ Print

Receiver ID &
254

m m Download RAD Limit Details

Search Results

Receiver ID: 1254FTS AXC #1

Limits Configuration Profile Changes Awaiting Approval

Global Limits || Bilateral Limits

| @ 1 globallimit profile update failed. |
Action . At At .
Profile Type Status Current Global Limit Mewy Global Limit Comments: Audit
Mewa Delete
D2 - MM Pending Approval 1,000 1,001 At
DO - Ecuity Active 250 [ | [ | At
DO - Corporate Bond Active 100,000 [ | [ | At
DO - Muni Bond Active 1,000 [ | [ | Audit
DO - Stock Loan Active 250,000 [ | [ | At
Payment Orcers Active 1,000,000 [ | [ | Audit
Action
. Active wl . Profile Type Status Current Global Limit Mewy Global Limit Comments: At
Active Passive
DTC Default
| @ Uumitis invalid. |
ID Passive Authorization [ [ | i Auichit

® As a precaution, DTC will not coordinate the implementation of the new global limits screen without the “Active w/ DTC
Default” option with the final step down. The new profile screens will be available shortly after the final step down.

DTCC Public (White)



DTC will accept any value in “New Global Limit” field, but if you choose to populate this field, clients
should take note of the following processing rules:

e “0” (azero): DTC will consider you to be an early adopter and begin to route all of your ID
receives to RAD where they will await further action by your firm.
e A value less than DTC’s default limits: DTC will route ID receives to RAD in accordance with
its default limits.
e A value greater than DTC’s default limits: DTC will route ID receives to RAD that are greater
than its default limits.
o Ifthe ID receive is equal to or in excess of the global limit you’ve defined, the ID receive
will be routed to RAD where it will await further action by your firm.
o If the ID receive is less than your global limit BUT equal to or greater than DTC’s default
limit, the ID receive will be routed to RAD where it will be systemically approved by
DTC (caution: transactions below the global limit but above the DTC default limit will be
treated as original deliveries and not override DTC’s risk controls and will be subject to

the receiver’s approval).

Questions regarding this important notice may be directed to your Relationship Manger.
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Appendix A:

The “ID Receiver Recap” screen, located under the “Activity” tab of the navigation bar provides clients
with a status summary of their ID receive activity.

Home | Activity | Position Cash and Balances Transaction Submission Commands m PBS Links

Activity Inguiry IMS Transactions
ID Re Pending Activity Total Recap by Tranzaction Type

RAD Transactions Total Recap By Asset Within Transaction Type ]
Home P oy L @) Help =) Print
RAD Snapshot Inguiry D Receiver Recap

The report is divided into two sections. The top section displays your “Potential MITS Receives” as
these are items awaiting deliverer authorization. This total will increase as DTC receives additional
affirmed instructions from Omgeo and decrease as the delivering client authorizes their 1D deliveries.
Items become RAD eligible once they’ve received deliverer authorization. The lower section of the
report displays the status of your ID receives that are RAD eligible.

ParticipantID  Business Date %
[1250 121612014 | (B

[ Status items |Amount
Potential MITS Receives Awatting Deliverer Authorization 15,934 2,738,521,530.25
RAD Eligible tems (Deliverer Authorized Defiveries) Unapproved 428 72,412,047.59
Approved 0 0.00
Cancelied 0 0.00
Dropped 0 0.00
Total RAD Eligible tems 423 72,412,047.59

* Excludes MMI Tr
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Appendix B

ID receivers electing a passive authorization mode may block specific ID receives from being approved
prior to the application of the passive ID Trades profile. The “ID Receiver Authorization Override”
screen is located under the “Activity” tab of the navigation bar.

e | s o

Position Cash and Balances Transaction Submission Commands

A ctivity Incuiry IMS Transactions

Pending Activity Total Recap by Transaction Type
RAD Tranzsactions Total Recap By Asset Within Transaction Type
q RAD Snapshot Inguiry IO Receiver Recap

Secondary Transaction Approval Inouiry ID Receiver Authorization Owverride

& Frint

'rts for 12/05/2014

The new screen will show clients a list of their ID receives for a given settlement date and receiving
clients will be allowed to select certain ID receives for which they do not want to passively authorize.
Any selected receive will override the receiver’s passive approval profile meaning that DTC will not
approve the receive on S-1 from RAD on your behalf. Instead, the transaction will remain unapproved in
RAD awaiting further action. The cutoff for clients to submit override instructions is 5:00 p.m. on S-1
because it is at this time when DTC will apply the passive approval setting in your profile to all of your
ID receives. Clients are reminded that they may reverse approved items prior to the start of the night
cycle either through the settlement web or automated means.

Cash and Balances Transaction Submission m PBS Links Sep 25, 2014 - 3:12:16 PM EDT

ID Receiver Authorization Override

Home = IDReceiver Authorization Override &) Help &) Print
Participant ID s I Control Number Business Date 3 Intended Authorization Mode
[1255 | | | | 003012014 | All -
CusIp Contra AssetClass
[szo200101 | | | All Classes -
Tick box to switch
transaction status
Search Results to _Actl ve an_d
click Submit
Dizplaying 6 tems. below. Page 1
Action R
Switch to Sugget to Control Settlement nendec ;
Active g < ive Number Cusip Asset Class Shares Amount Date Contra Autl::q)‘r)ldz;itlon Audit
O O
59140825252 459200101 Equities 2,025 16,000,025.00 = 2014-09-30 | 00001250 Passive Audit
0 5140825262 458200101 Equities 2,026 16,000,026.00 2014-09-30 = 00001250 Passive Audit
D 9140825272 4559200101 Equities 2,027 16,000,027.00 = 2014-09-30 | 00001250 Passive Audit
] 9140825282 455200101 Equities. 2,028 16,000,028.00 2014-09-30 00001250 Passive Audit
D 59140825292 459200101 Equities 2,028 16,000,029.00 = 2014-09-30 | 00001250 Passive Audit
|:| 5140525302 455200101 Equities 2,030 16,000,030.00  2014-09-30 00001250 Passive Audit
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