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required by the project
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1. Introduction

The Eurosystem implemesd the TARGEZ-Securities(T2S)project to provide a centralised service for
deliveryversuspayment (DW) in central bank moneyfeaturing reaktime gross settlementwithin an
integrated model like that provided bythe ESE®latform. To ensure efficiengysettlementis optimisedin T2S
through mechanisms such asto-collateralsation which ESERarticipantsused to obtain intraday credifrom
the Banque de France

The creation of a single securities markgtintended tobe completed by the removal of barrgto cross
border settlementandis expected to drivenore extensiveharmonisationof posttrade services Theservice
providedby T2Smakes it possibleto settle trades betweercounterpartiesthroughout Europewith identical
treatment fordomestic and crosbordertransactions

Central security depositoriesQSB), that signthe Framework Agreement outsource settlementto T2Sas
from their migration Securities accounts and cash account be internalisedgmanaged andisedon the T2S
technicalplatform to perform DVPT2Sis operated in conjunction with the TARGET2 payment systeaillow
payment bank$o manageiquidity and optimisecollateral

The purpose of thidocumentis to provide current and futurBanque de Franggarticipants with a description
of the main functionabhspectgelating tosettlementin T2S

Thisdocument which is intended for payment bankand notably treasurersthose in charge of financial flows
and T2Sproject teams provides details on

i Liquidity managemenand auto-collateralsationin T2S

1 Connectivityoptions

1 National gwernanceof the projectto migrateinstitutions operating irthe Frenchmarket
1

Migration datesand process

The informationprovidedin this documentis taken from the latest availablersionsof T2Sdocumentation
publishedby the Eurosystepnamely:

1 User Requirement®ocument (URD5.05)

1 General Foctional Specifications (GFS25b.

1 UserDetailed Funtional Specifications (UDK3.2)

1 User Handbook (UHB 2.
The Banque de Fran@®mmunicate regularlythroughout on the T2S migratiorproject, notablyvia themed
workshops or general briefingessionsSpecific governancarrangements have beeestablishedwith regular

meetingsof dedicated marketvide groups, includinghe NationalCoordinationCommittee NCGQ co-chaired
by Euroclear Francand the Banque de Francand theT2SNational User Group

lcsp signatoriebttps://www.ecb.europa.eu/paym/t2s/stakeholders/csd/html/index.en.html
Link to Framework Agreemetittps://www.ecb.europa.eu/paym/t2s/about/keydocs/html/index.en.html
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2. Cash accounts

Cash accounts for securities settlement in T2S are known as Dedicated Cash Accounts (DA
DCA held withthe Banque de Francare denominated ireuros.

The cash accountsused for settlement in ESESvere closed.DCA are usedfor settlement on the T2S
platform.

DCA are usedn T2Sfor DVPsettlementof transactionsauto-collateralsation corporate actionsand liquidity
transfers (DCARTGSiccount or betweenDCA).

A party may openone or moreDCA, depending on thestructure deemed most appropriate to its business
(own accounifor clients, etc), with one or more central banks

Concerning the Corporate Actions payments in TR&pclearrecommend that ESES participasiopen a
dedicated DCA as well as their fialt DCA forDVP settlementIf no DCA is present in the settlement
instruction, the default DCA (in the T2S static data) will be used by T2S for the settlement.
Theconcept of theT2Sparty3 covers a variety of2S actorsncluding

1 Central Securities Depository

1 National central bank

1 CSD participarttolding one or more securities accouiiisthe booksof the CSD

1

Payment bankj.e. a central bank participaritolding one or more cash accourtsthe booksof the
central bank

The Banque de France respondble for opening, updatingand closingDCA to meet its own needsand
those of its payment banks The same applies tdlocking/unblocking accounts with immediate effect
(especially in the event of the failure of a payment bank

2.1. Requirements to open a DCA

Froma legal point of view DCA fall within the scope ofTARGEZ Accordingly to be able toopen a DCA
with a central bank a party must meet the criteria set out in theTARGET@Guideline®.
The following wll be eligibleto hold aDCAwith the Banquede France

{ Credit institutionsestablishedn the European Economic AfREEEA

i1 Credit institutionsestablishedoutside the EEfprovided that theyoperateviaa branchestablishedn
the EEA

EurosystenNCBsandthe ECB
Investment firmsestablishedn the EEA
Some national or local public entitiesubject to compliance with certain criteria

= =4 A -

Where necessargntities operatingancillarysystems outsid@ ARGET?2.

2 Inthis document, the ternrRTG%iccount is usedrhis refergo the Payment Module (PMaccountheld with a central bank by a T2 party
to settle payments in euro.

3A party is a legal entity that has a contractual relationship with T2S (CSDs and centgll dragk entity that has a contractual
relationship with CSDs and central banks. In the remainder of this document, parties mean DCA holders unless otherwise stated

4 Lirk to T2 Guideline:

https://www.ecb.europa.eu/paym/t2/legal/html/index.en.html

5 European Union countries plus Iceland, Liechtenstein and Norway.
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2.2. DCA numbering

After consulting with Bwe Euwogysténsas éndorsédithe dollowimgomnbaring t i e s,
format for DCA.

Field Length Format Meaning
Account ype 1 character C Indicates ash
NCBISOcountry code 2 charactes FR Identifies theNCBof the DCA
ISOcurrency code 3 charactes EUR Dlﬁeren_tlates accounts different

currencies

DCAholder 11charactes | BANKFRPPXX) Payment bankdentified by itsBIQ 1
Subclassificatiorof the | Up tol17 DCAPRINCIPAL Free text(X character seBWIFTprovided
account charactes by the DCA holder
Diagram 1 : Formatof cash accountm T2S

In the case ofa payment bankBANKFRPPXX¥pening aDCAwith the Banque de Francehe first 17
characters of thddCAformat is automatically assigned as follows

CFREUBANKFRPPXXX

If apayment bankopens severaDCA, the free text (sub-classificationof the accouny is used to identify the
waythe cash accournits being used

Here are somexamples opossiblenomenclaturesfor a payment banlBANKFRPPXXX
1) DCACFREUBANKFRPPXXXAPRINCIPAL
2) DCACFREUBANKFRPPXXMXWNACCOUNT
3) DCACFREUBANKFRPPXXXEN-ACCOUNT
4) DCACFREUBANKFRPPXXEILIATHE
5) DCACFREUMBANKFRPPXXX

2.3. Identification of parties

EachT2Sparty is identified bythe combination of theBIC11of its CSDor central bank and its own BIC11.

The samdegal entity, BANKFRPPXXXay therefore be consideredo be two separateT2Sparties i.e.a CSD
participant and an NCB participant

The banlkwill then beidentified usinghe sameBIC11to designate the two distingbarticipants

1 As apayment bankinked to acentral banke.g.BDFEFRXXX, BANKFRPPXXX
1 As aCSDparticipant e.g.ESESFRPPXXX, BANKFRPPXXX.

6 All BICs used in this document are fictitious codes used for illustrative purposes.
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T25
Operator

|

I csD

| CSDA . . Broker A

I Participant

l |

' ! v '

: Securities Securities Securities
| Accounta Account2 Accountn
|

CSD Participant:
ESESFRPPXXX, BANKFRPPXXX
Diagram 2 : Identification ofT2Sparties

The main cases are as follaws

NCB
|
} !

Payment

cCcF Bank

|
! '
T25DCAx T25 DCAR
PaymentBank:

BDFEFR2TXXX, BANKFRPPXXX

1 A credit institution may openDCA with different central banks It will be identified as a distinct
participantin eachcentral bankbased on theNCBBIC participantBICcombination

I A credit institution, depending on its requirementsnay wish to segregate its businessd open
severalDCA with the samecentral bank It will be identified as asingle paymentbank participant

identified by A G &

OSYy (NI fitsownBIC Qa . L/

F Y R

1 Acredit institution depending on its requirements, may wish to segregate its businessseveral
payment bankparticipants within the samecentral bank In this cas, it will use as manyBIC11

identifiers as there argpayment bankparticipants

The T23BIC directorycomplies with SWIFT BIC dal&S identifis only publishedBIG (i.e. SWIFBIG). The
T2SBIC directory should always be aligned with 8&/IFT BIC Directoryhich also inputs data to th€2BIC

directory.

The Banque de Frandgin chargeof managing thestatic data for payment banksand their cash accountin

T2S.

2.4. DCAs and RTGS accounts

2.4.1.Linkshetween DC/A and RTGS accounts

The principlegioverning the linkbetweenDCAandRTGS accounts are as follows

7 In T2S all parties are linkedcaecding to a hierarchical model made tipe T2S operatqrcomprisingthe 4CBthat operates the T2S
platform, the CSDs and central ban&ad finallyCSD participants and payment banks, which hold securities accounts and cash accounts

respectively.
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1 ADCAmustbe linked toamain RTGS accouhtinto which its balance will bsweptat the end of the
business day

3  The DCAand main RTG&ccount may béheld with a singlecentral bankor with different
central banks

3 TheDCAand themain RTGS accountay belong to the same legal entigyr to different legal
entities

3 All theDCA opened by the same legal entitgay belinked to a singl&RTGS accounbr each
DCA may be linked to a differeRTGS account

1 ADCAmayalsobe linked to severalRTGS accounitthe DCA holdewishes to take advantage of the
multiple liquidity providersfunctionality.

3 This allows DCAto receiveliquidity transfersfrom severalRTGS accountd the start of the
night-time settlement cycleThe remainingidjuidity is repatriated to RTGS accountsce the
nighttime settlement cycle is complete according to threequence for reimbursingRTGS
accountsconfigured in thestatic data, at the end of the nightime settlement The DCA
holder sets up the amount to reimburse each liquidity provider: either a dedicated amount,
or all the available liquidity in the case of the main RTGS account. The last RTGS account to
which liquidityis repatriated is the main RTGS account of the DCA holder.

1 The same main RTGS accoumy be linked to the DCA of a single party oof different parties.
i1 If the DCA holdemwishes tomake useof central bankauto-collateralisation:

3 The DCA holdenust hold its owrRTGS accounAcordingly, a party thatorresponds to the
status of arESE®articipant Direct au Systeme ExogéRBSEwithout its ownRTG®ccount
may notavalil itselfof central bankauto-collateralsationin T2S

3 TheDCAand themain RTGS accoumntustbelong to thesamelegal entity
3 TheDCAand themain RTGS accoumtustbe openin the books of thesamecentral bank

3 The DCA holder is eithe) @ counterparty eligible to Eurosystem monetary policy operations,
or (i) has an agreemenwith a counterparty eligible to Eurosystem monetary policy
operations.

3 In general a central bankmay grant intraday credit through the auto-collateralsation
functionality only to an institution,® establishedn the samejurisdiction asitself.

2.4.2.Possible onfigurations

In ESES; party hal the choicebetweenthe following statuses for cagettlementof transactions
1 Settlementbanko wni ng an RTGS accagenit)y (“settl ement bank
1 Settlementbank( PDSE )

T Settlementbankclient

Payment banksthat are ESE$arties have found asimilar structure in T2S,with a choice between the
following statuses

1 Payment bankcorresponding to the statusef ESESettlementbank which may or may not hold an
RTGS account

8 The main RTGS account must be a PM account with access via the TARGET2 network service provider. A PM account with access via
internet cannot e designated the main RTGS account.

9 The French branch of a European institution is considered a French institution.
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1 Payment banklient, corresponding to the status &SESettlementbankclient.

The use ofT2Sgivesparticipantsan opportunity to upgrade theiorganisationand the structure of their
accountdn terms of settlement

Payment bankscanrevisit liquidity managemenarrangements as a function of thedarticipationin multiple
CSBon the T2Splatform. For exanple, liquidity canbe centralisedwith a singlecentral bankand provision to
DCAfor settlementcanbe managed from a singRTGS accoumtith that central bank

In T2S holders of DCA and the RTGS accoumhay also be different and be supervised by different NCBA
payment bankequivalent tosettlementbank— PDSEn ESESnaytherefore usethe RTGS accoumf another
payment bankwhich will supplyiquidity from TARGET2.

However, to make use ofauto-collateralisation (seeabove), the DCAholder must haveits own RTGS account
in the books ofthe samecentral bankasthe DCA.Consequentlya party that does not currentiyjhave its own
RTGS accountill have toopenone toavail itselfof central bankauto-collateralsationin T2S.

The configurations possible ESE&nd TARGET&reillustratedbelow:

Entity A
Settlement Bank
&

CSD participant

Entity B
Settlement Bank Client

Entity C
Settlement Bank / PDSE

. SA: Securities Account
Entity D

CA: Cash Account
Settlement Bank Client

RTGS: RTGS Account i
CSD: Euroclear Belgium or Euroclear France
or Euroclear Netherlands
MNCEB: BMB or BdF or DNB

Diagram 3 : Partiesand cash accounstructuresin ESES
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Different configuration optionsire allowedin T2S

Entity A (ESES)
Payment Bank

Entity B (ESES)
Payment Bank

Entity C
Payment Bank

Entity D
Payment Bank Client

SA: Securities Account
DCA: Dedicated Cash Account

RTGS: RTGS Account

CSD: a CSD which has signed the Framework
Agreement

NCB: a Eurosystem central bank

Diagram 4 : Cash account structuré@s T2S
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The following diagram illustrates possible linkages betw@&DAaccountsin T2Sand RTGS accounti&
TARGET2

Legal entity X ]
o Di.rc.act Di.rt.act Auto-collateralisation
participant participant participant | = e
C C
tar 1
—_— 2 A i E ‘r
T T T Linkto the
T2RTGS T2RTGS T2RTGS mainRTGS
Yy i Iy account
T i 1 - mmmeee- hd
i . H 1 I
I ~d 1 1
I -~ 1 1
T S 1 []
1 H ~ 1 1
1 - 1 1
T T T T
T25DCA T25DCA T2SDCA T25DCA
F Y F 3 r Fy
t —
e
Payment Payment Payment Payment
BankB Bank B Bank C BankD
Legal entity X ]

(s

Diagram 5 : LinkshetweenT2Scash accountand RTG&ccountsn T2S

1 Payment bankB links itsDCAIin the books ofNCH to its RTGS accountith NCR and may usethe
auto-collateralsationgranted byNCH.

1 Payment bankB links itsDCAIn the books oNCR to its RTG&ccountwith NCH, but it may notuse
auto-collateralsation because for thjshe DCAand theRTGS accountustbe with sameNCB

1 Payment bankC links itsDCAIin the books ofNCEB to an RTGS accountith NCE, but it may not
benefit fromauto-collateralsation because for this, the DCA and the RTGS account must be with same
NCB

1 Payment bankD links itsDCAIn the books oNCBto P a r t i ¢ iIRpGSradccouith NCBE, but it

may notusethe auto-collateralsation granted byNCB becatse the DCAholder must hold its own
RTGS account

2.5. DCAs and securities accounts

A DCAopened witha nationalcentral bank maybe linked to severalsecurities accountsor the settlementof
settlementinstructions irrespective of theCSI3 with whichsecurities accountare open

Similarly a party may link severalDC/Ato a singlesecurities accountOne of theseDCA will be designated as
the default account fothe settlementof instructions

12
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Accordinglya payment banknayusea DCAto settle its ownsettlementinstructionsand another DCAto settle
clientinstructions.

2.5.1.Credit Memorandum Balance

A DCAand a securities accountre alwayslinked by aCredit Memorandum BalancéCMB. By creating this
link, the CMB makes it easier to monitor securitiesettlement and credit granted by acentral bankto a
paymentbank or by a paymenbankto anotherbankthat is a payment banklient without its ownDCA

2.5.1.1.Primary CMB

A primary CMB is the linketween a DCA and a securities account (or several securities accauradjnk is
used for securities settlement and can also be used for central bankcalietteralisation, according to the set
up defined by the participanEven if the paying bank does not use aatdlateralisation, the primary CMB will
still be created.

A primary CMBs createdby the central bankwhenever a newDCAIs created Accordingly|f two DCA are
created two primary CMBs will be created evenif the DCA are linkedto the samesecurities accountA DCA

maytherefore only be linkedto one primary CMBIn the same way, a primary CMB is linked to a unique DCA.

Whena DCAand a securitiesaccountare linked viaa primary CMBo obtain access tauto-collateralsation,
they are then automaticallylinkedt o0 t h e B a n q sexuritbgsaccduntfarrreceaving collateralith
Euroclear FranceThe Banque de Franceay then grantintraday creditto these payment banksf they are
establishedn France

2.5.1.2.Secondary CMB

Use ofclient collateralisation i.e. the grantingof intraday creditby a payment bankto clients holding
securitiesaccouns but not DCA, entails the cration of a £condary CMB

A DCAmay be linked to severalsecondary CM8 However it is not possibleto link severalDCA to the same
secondaryCMB.

A secondary CMB linksXCAto one or more securities accounts, allowing th@ders of securities account®
benefit fromclient collateralisationThe link between a DCA and the BIC of a securities acomusttbe unique
(via 1 single CMB, primary or secondary).

When the securities accountsf severaldifferent clients (hence with differentBICs)are linked to the same
DCAthe payment bankcanconfigurea sscondary CMBor eachclient authorised tousethep ay me n t
DCA.The sameclient may also link severalsecurities accountgopen with one or more different CSDsto a
CMB.

Banque de FranceVersion 4-March2017 13

bank'’

S



The following diagram illustratggimary and secondary CMBfor different T2Sactors

Primary CMB Securities account
N et Securities for receiving NCB
Centra{b.ankauto collateralisation Sccount collataral cash account
applies to payment banks
T T T link

Central bank Auto-collateralisation limit MB

Central
bank

Securities
Secondary CMB
5 — account (1/n) T25DCA

Client collateralisation (11)
applies to clients of payment banks T T L1
1) External guarantee limit o~

Te~a link
Payment bank k 2) Client collateralisationlimit - - — - = =« ______ -_"_"_-_.._

3) Unsecured credit limit o

Securities
account (1/n)

Diagram 6 : Linksbetweenaccountsn auto-collateralsation

3. Cash management functionalities

T2Sallows payment banksto open one or moreDCA with a national central bankof their choice including
in a situation where securitiesare depositedwith severalCSB, 2 dzi 8 A RS (G KS OSy {.Nhisis
intended to optimise liquidity managementfor securitiessettlement.

DCAsare provided withfunds throughTARGET2t the end of the operating daypCA in T2Smustbe swept,

i.e. positiveDCAbalances argransferredinto RTGS accounis T2. The DCAof a paymentbankcannothave a

negativebalance

3.1. Liquidity management principles

Liquidity managemenin T2Sobeys the following maiprinciples

1

DCA arecreditedfrom RTGS accounis TARGETat the start of thebusiness dayDCA mayalsobe
creditedwith liquidity throughout thebusinesgay.

Liquidity is transferredfrom the DCAto the main RTGS accouby means obptional sweepsduring
the dayandan automaticsweepat the end of the day

The cashpositionsof RTGS accoun@nd DCA may betracked in real timeto checkmovements
betweenaccountsand settlementrelated movemens.

14
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3.2. Typology of liquidity transfers from T2 to T2S and
from T2S to T2

A liquidity transfelis a transferorder betweentwo cash accountéRTG®r DCAJ)n central bank mone{CeBM)
from T2to T2Sandvice-versa Liquidity transfersare as follows

T Liquidity transfeiffrom T2to T2ST2RTGS account T2 S DCA

1 Liquidity transfefrom T2Sto T2 T 2 S D C RTGS actazint

T T2S internaliduidity transfet T2 S DCA - (béivdéh twb C2ZSDCA of the same party
or betweenthe T2DCA of differentpartieslinkedto the sameRTGS account

Liquidity transfersinitiated within T2,from an RTGS accounbd a DCAor viceversa
1 Sandingorder liquidity transfer

9 Currentorder liquidity transfer

Liquidity transfersinitiated within T2S from a DCAto an RTGS account
1 Immediateliquidity transfer order
1 Predefinediquidity transferorder

1 Standindiquidity transferorder T2S

Liquidity transfersinitiated within T2Sbetween DCA:
1 Immediateliquidity transfer order

Liquidity istransferredfrom T2to T2Sandfrom T2Sto T2through an RTGS eddicatedtransitaccountfor all
euro transfes (ne transitaccountper currency.

Cash Account Structure in T2S RTGS
NCB NCB
FPBB PBA Liquidity | ... .
Provider A . :
- Liquidity
: Provider X
Cler;ABC ...... T
Account of Q
Usss
Cash Account
of FBB A 4
RTGE T2&
TRANSIT TRANSIT

Diagram 7 : Liquidity transfebetweenT2Sanda T2RTGS accoufECRliagram)

3.3. Liquidity transfer procedures

The types of orde+ standing and current used to transfer liquidity fronthe TARGET®ols, from T2to T2S
are not changingbecause ofhe T2S implenentation.
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Neverthelessthe liquidity transfer orders initiated from th&2 tools,but in the direction of T2S towards T2,
can only be immediate liquidity transfers (current orders).

Concerning the liquidity transfer orders initiated from the T2S tdmsidity transfersfrom T2Sto TARGETar
within T2Sare as follows

1 Immediate liquidity transfers are executedas soon ashey have beernstructedand provided there
are sufficient fundsaccording to the following procedures

3 Liquidity istransferredbetweena DCAandan RTG&ccount

3 Liquidity istransferredbetweentwo DCAin T2Sand maytake place immediately
o iftheyarelinkedto the same min RTGS accouat
o if thetwo DCAareheld by thesamepayment bank

I Standing liquidity transfer orders are executedon a regular basifone or more times a dgy
depending on thgarametersuntil the order is modified or deletedr partially settled

1 Predefinedliquidity transferorders are executedonce onlyand can be partially settled. In the case of
partial settlement, the remaining amount will be transferreid animmediate liquidity transfer order.

1 The gotional cashsweepoffers apaymentbankthe opportunityto sweepthe liquidity availablein its
DCAduring the endof-dayreimbursementprocess ito a predefinedRTGS account

3 In thelast three caseqstanding/predefined/optiond), the transferis carried out byT2Sto
coincide with a functional event in theperating dayor a specifidime (chosenby the holder
of the DCAto be debited. The transferis setin the staticdata. The transferamountmaybea
specified amountsuch asthe balance on theDCA or a dedicated amountThe dedicated
amountshould becalculated byT2S ¢aseof corporate actions, for example

3 In particular, the standing liquidity transfer order provides an option for the D@#der to
automatically rebalance liquidity in ¥®following settlement of a corporate action.

i Lquidity transfers between a DCAand an RTGS accourih a situation where theDCAhas received
liquidity from severalRTGS account®ultiple liquidity providers).

3 In thiscas, each RTGS accouptoviding liquidityis re-credited at the end ofnight-time
settlementandif liquidity remainsin the DCAaccording to a predefinedequencesntered in
the staticdata by the payment bank Transferamountsare calculated byl2Sand executedin
the sequenceaefinedfor reimbursement

10 This is rebalancing towards T2, to distinguish from rebalancing between DCAs prior to the automatic reimbursement of auto
collateralisation at the end of day.
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Liquidity T2 RTGS T2S DCA T25 DCA T25 - Number of
transfers to to to Partial executions
T2S DCA T2 RTGS T2S DCA execution
(Inbound to T2S) = (Outbound from (Internal to >
T25) T25)
Immediate As many as
liguidity Yes Yes Yes No needed
transfer order - 5
=3 @4 LS LS
Predefined Onlyonce
fqufdfty ) per DCA per
ransfer order N/A Yes No Yes time/event
Standing Oneto many
i‘q”‘d)‘fy ., at different
ransjer oraer .y . .
E Yes Yest 5 No Yt S pointsin
| time/events

*) DCAs shall be owned by the same T25 payment bank or between DCAs linked to the same RTGS account

*%*) Partial execution can only take place if the instructionis placed by a T25 Actor (a CSD fa NCB) acting on behalf
of an account owner (valid for outbound and internal immediate liquidity transfer orders)
#*#%%) Standing order execution in T2 towards T 25 only once at beginning of the T2 business day; from T25
perspective considered as immediate liquidity transfer

Transfer possible fromthe T2 ICM

Diagram 8 :

TURGET - ELCRNITIL

Typesof liquidity transfersbetweenRTG&ccountsand DCAECRliagram)

t S Transferpossible from the T25 GUI
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] Liguidity
transfers
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PM account group
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T2SDCA T2SDCA T25DCA T2SDCA T2SDCA T25DCA T2SDCA
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Payment Payment Payment Payment Payment Payment
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[ Legal Entity Y } { Legal Entity X }
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Diagram 9 : Links between cash accounis T2Sand betweer2Sand T2

3.4. Cash restrictions

With this functionality, T2S provides the sgt for a restriction on a cash account in order to block or reserve a
dedicated amount for specific reasons.
Two types of restrictionsxist:

1 Blocking. A blocking is immediately applied when an equal or anfarnountis available in the DCA
balance, otherwise the blocking is recycled until a sufficieiéanceis available.

1 Reservationof an amount The reservationis partially filled if the amount is superior to the DCA
balance. As soon as the DCA is piowisd, the cash is &cated to the remaining amount in the
reservation

Theserestrictionsare intraday. Therefore they are cancelled automatically by T2S in the course of the business
day by the evenRLCR (Release Cash Restrictba)00 p.m.

4. Collateralisation

The automatedcollateralsation mechanisms in T2S allopayment bankgo obtain liquidity from a central
bankor a paymentbankclientto obtainliquidity from a payment bankin exchange for eligible securities

There aregwo typesof collateralsation
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1 Central bankauto-collateralisation granted topayment banks

1 Client collateralisationoffered bypayment bankso their clients.

4.1. Central bank auto-collateralisation

The auto-collateralisation functionality allows eligible counterpartiesto benefit automatically in T2Sfrom
intraday credit for securities settlement in exchange for the provision otollateral, to facilitate trade
settlementin real time.

This enable32Sto achieve better settlement rates thansettlementsystem not offeringsuch a functionality
by reducing the number dhiledinstructions

Auto-collateralsation also makes it possible to redudiguidity on DCA during thenighttime settlement
period and during thdusiness daynight-time settlementwill be conducted even in theabsenceof liquidity in
DCAaccountsagainst the provision afollateral

4.1.1.Higible securities

The Banque de Frangeovides T2Swith a daily listof eligible securitiesnd their value forcentral bankauto-
collateralsation beforethe start of theT2Soperating daybefore 7200 p.m.).

Eligible securitiedor central bankauto-collateralisation are all eligible securitiesrom the Eligible Asset Data
Base(EADB provided thatthey are issued witleuroclear Francer a central depositorywith which Euroclear
Francehas an eligible link!1. Eligible securities for autoollateralisationare valued like collateral for any
Eurosystem credit operation, i.e. with the same price and the same haircut.

The eligibility of securities for crog®rder settlement byCSI3, depending on the direct links betweenBS
determines the eligibility of securities for use in central bako-collateralisationin T2S Each link allows the
eligibility of securitiesISINby ISIN,to be decided by &£SDTherefore the scope of securities affected by the
crossborder link does not necessarily include each securitgilele as Eurosysém collateral. If goarticipant
wishes to make an ISINigiblefor central bank aut-collateralisation,it must ontactthe relevantCSDOn order

to request the inclusion of the security in the correspondingssborderlink.

T Close links

In anticipation of the implementation of thelose links database in TZSR53Q)the Banque de Francwill
continue its policy of controlling the direct links, as validated in Sepeer2016 for the launch of the migration
wave3. Theex antefilter on the forbidden links (securities that cannot be used as collateral by a participant as
it has aownershiplinks with the issuer of the securities) will be extended to all CSDs other Ehanclear
France.Theex postcontrolsare carried out orthe forbidden links for all securities deposited wiuroclear
France (CSD issumnd CSInvestor).

It should be noted that sSincESE® based on a mulurisdictional modela participantmust open a securities
account in each of the ESESIS, ENL andEF,n which it wishes to use eligible securities for central banto-
collateralisation, since aihk does not exist between EF aBd\L fo government securities exist &uroclear
Belgiun).

11 https://www.ecb.europa.eu/paym/coll/assets/html/index.en.html
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4.1.2.Operation

Central lank auto-collateralisationis triggeredwhen the balanceont h e b DGAs imsufficient tosettle a
settlementinstruction andisimplementedaccording tawo mechanisns, in the followingorder:

1 Auto-collateralisation on flow where the purchasedsecuritiesthemselvesare used as collateral to
enablesettlementof aDVPtransaction

i Auto-collateralisation on stock where securitiesalready present inthe securities accounof the
payment bankor the securities accoundf the payment bankclient are usedascollateralto financea
DVPtransaction

When the value of thecollateral on flow is not sufficient to covethe amount of credit granted T2Swiill
supplement withcollateral on stock

When a settlement instruction coverssecurities that have already been used awollateral for auto-
collateralsation T2Sautomaticallygeneratesan instructionto removethesesecuritiesand make anautomatic
substitution

The participant is responsible for triggering the reimbursement of central bank-cultateralisation by
releasing orhold instructions during the day, in order to retrieve the mobilised securities, provided that
enough liquidity $ available in the relevant DCA.

Automaticreimbursementof central bankauto-collateralsationistriggered
1 automatiallyby T2Sat 4.30p.m.
9 if the central bank lowers thauto-collateralsationlimit below the outstanding amount

Auto-collateralsationis set upautomaticallyin T2Staking intoaccountthe set limits. Theiquidity obtainedis
usedimmediatelyby T2So settle pendinginstructions.

1a.5ecurities 2a.Delivery of
settlement collateral

2b.Provision
1b.Cash of cash{ limit
settlement utilisation

Diagram 10 :  Use ofcentral bankauto-collateralsation
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It isimportantto remember thatthe DCAand themain RTGS accountustbelongto the samelegal entityand
that the DCAand themain RTGS accountust be openin the books ofthe samecentral bank

4.1.3.Management of limits

In the case ofttentral bankauto-collateralisation, when establishing the imary CMBthe Banque de France
must set an auto-collateralisation limit for eachDCAof apaymentbank in order to monitorthe level ofcredit
grantedto each

Auto-collateralsation will betriggered automaticallyaccording to the limitsset by the NCBwheneverthe
amount of liquidity on the payment bank BCAis insufficientto settle a settlement transaction The auto-
collateralisation limit set by the Banque de France will bentered in the static data at the maximumamount
allowed in the system

However, if a payment bank requests the Banque de Frgnd¢ee autocollatéralisation limit will be set at a
lower amount, or zero. The update to the autollateralisation limitbnce recorded in the T2S statlata, takes

effect on the chosen dafé.
TheBanque de Francean monitoreachlimit duringthe operatingdayusing the indicatorprovided byT2S

I Limit amount or maximumamount ofintraday creditto provide the amount of liquidity availableis
setby the credit provide(the Banque de Frang@ the staticdataand maybe increasedor decreased
over the course of theperating day

9 Limit utilisation: the amountusedis set to zeroat the beginning ofeachoperating dayand updated
following settlement of arinstructionor reimbursemenof auto-collateralsation

9 Limit headroomon intraday credit the amountremainingis setto the limit amountat the beginning
of each operating dayand updated following settlement of arninstruction, reimbursementof auto-
collateralsation or an update to the limitamount Instructionsthat are on holdhave noeffect on
limits.

Theamountremainingis equal to the availablamount lesgshe amountused(limit headroom = limit amount
limit utilisation).

4.1.4.Rules governing@anque de Francauto-collateralisation

From a legal contexthe securities used as collateral in the caseafto-collateralisation will be pledged to
the Banque de FrancaVith the legalpledgeprocedure the scuritieswill remain under the ownership of the
credit receiver (the payment b&k) but their control will be transferred tthe credit provider, the Banque de
France.Thanks to this changehe legal context for mobilising securities for autollateralisation will be
aligned with the context for mobilising serities in the 3G pool in the Banque de France

However fom anoperational perspectivethe collateralselected byT2Sn the instructiongenerated forauto-
collateralsation will continue to follow therepo procedure, in that the securities mobilisedor auto-
collateralisationwill be transferredto the securities accoundf the Banque de Francghe credit providej held
with Euroclear Francehe national CSD

In this setting DVPinstructions establishingauto-collateralsation are generatedby T2S and settled at the
same time as the settlement instruction that triggered auto-collateralsation Auto-collateralsation
reimbursement instructions are generated automatically and put on hold by T2Sas soon asnstructions
establishing auto-collateralsation are generated The participant is responsible for triggering the
reimbursement of central bank autcollateralisation by releasing dmold instructions during the day, or by
waiting for the automatic reimbursement @30 p.m..

12 Form7100 T2 for T2Sfield « Requested auteollateralisation limit».

13The effective date of the updated limits must be greater or equal to the current date.
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The service o&uto-collateralsation between central banksand payment bankgloes not incur any additional
cost for payment bankswith respect tothe instruction settlementprice (DW) As indicatedin Schedule 7
Pricingof the Framework Agreementhe serviceis free since theT2Sgo-live.

4.1.5.Endof-day reimbursement

As indicatedcabove auto-collateralsaion reimbursementinstructionsare generatedautomaticallyand put on
hold by T2S as soon as instructions estabigslauto-collateralsation are generatedDuring theday, he
participant is responsible for triggeringeimbursement of auto-collateralsation by releasing o+hold
instructionsduring the day

Any central bankauto-collateralsation operation mustbe reimbursedby the payment bankduring the T2S
operatingday. Reimbursementof auto-collateralisation instructionsthat are on holdduringthe dayis carried
out at the request of thepayment bankbefore 4:30 pm. If a payment bank does notrigger reimbursement
of auto-collateralsationitself before 4:30 pm., T2S will activatan automaticreimbursementprocedure

If an auto-collateralsation reimbursement instructionis still pendingduring endof-day reimbursement
because the balance on tH2CAis insufficient T2Swill rebalanceliquidityf r om t he party’ s
the DCAIn debit If the instructionis still pendingcashafter that, T2Swill perform automaticreimbursement
and generatecollateral relocationinstructions or reimbursementto securethe grantingof intraday creditin
T2against provision odligible securities

T2Sgeneratesa collateral relocatiorinstruction foreveryauto-collateralsation reimbursement instruction that
is pendingafter rebalancing Settlement of instructionsby T2Sallowsthe central bank s ¢ o indnagéengent a |
system to perform theperationsneeded for thereimbursementof intraday creditin T2.

In practice, T2S will select the securiteegmarkedby the participant in the securities accountanf equivalent
value to the amount of outstanding awmllateralisation. For &©CAopen with the Bamue deFrance, the
collateral will be selected and placed in the &l of thepayment bank (ascarried outbeforehandwith the
reimbursementprocedureat the end of theESES day), while the liquidity granted by thed®@ndeFrance in
T2S against these securities wallbw the reimbursement of the outstanding autmllateralisation instructions

Upon receipt of the T28&porting, the Banque d&rancewill vaidate the registration of securities ithe 3G
pool of the participant. At the same time,tiwill transfer the debtor positiorof the DCA participant tats T2
account by issuing a connected payment which dalbit the RTGS accouwnf the equivalentamount of he
securitiesvaluationand increaseroportionatelythe creditgranted by the Banque derance.

In case of automated reimbursement of outstanding aatdlateralisation positions at the end of the day, an
lump-sum penaltyfee of 1000 EUR is afgeed per day for the relocationr reimbursement of collaterallt
should be noted that this principle will be applied six months after the migration to T2S.

Changeso note relative toESES

T TheDCAholder mustholdits own RTGS accoumiith the samecentral bankasthe DCAto benefit
from auto-collateralsation

1 T2Swill performrebalancingoetweenDCA throughliquidity transfersto adjust theliquidity available
before end-of-dayreimbursement

1 Reimbursemenbf auto-collateralsationis triggeredby the payment banlat itsrequestduring the
operatingdayby releasingon holdinstructionsand automaticallyby the T2Sprocess at the end of the
day.
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4.1.6. Auto-collateralisation during the migration phase

CSB will migate to T2Sin successive waveAccordingly sincethe securities accountisedto receiveposted
securities must be opened with the national CSDby the NCBgranting intraday credif access toauto-
collateralsation from this central bankfor the settlement activitiesof participantsin C®s that have already
migratedwill not be possibleunless the domesti€Sof the central bankhas migrated tar2S.

The Eurosystem has implemented an interim solution allowing a NCB of a country with a CSD that has not yet
migrated to provide the autezollateralisation service to DCA holders opening a DCA with the NCB and active in
a CSD that has already migrated. Fartjzipants wishing to use the interim solution for awttollateralisation

in wave 1, refer to the description in annex 1.

After thefinal T2Smigrationwave and following theintroduction of ad hoc direct links between CSD to allow
the crossborder mobilisation of securities, the interim solution will be removed. In this ywayment banks
that are Banque de Francparticipantswill be able tousedomestic and crosborder auto-collateralsationfor

the entire range otligible securitiemvailablein CSB taking part inf2Sas long as the securities are mobilised
via Euroclear France or via a CSD holding a link with Euroclear FEaossborder auto-collateralsation will

be allowedin casesin whichcounterpartiessettle transactionsnvolvingsecuritiesdepositedin CSDsubject to
jurisdictiors different from that of the NCB

If the CSDof the NCB supplyinttraday credithas alreadymigrated crossborder auto-collateralsation will
operateaccording tahe eligiblelinks model

Participantsin Euroclear Franceanbenefit fromBanque de Francauto-collateralsationfrom the migration of
Euroclear Francéen wave3.

Since he removal of theepatriation requirement in May2014 it is no longer necessary toansfercollateral
securitiesto the books of theissuer CSDA @ntral bankmay act asthe correspondentcentral bankfor
securitiesssued with its locaCSCand forsecuritiesheld by a CSDwith which there areeligiblelinksvia its local
CSDThe requirementmay be liftedbecause otligiblelinksbetweenthe issuerCSDthe investor CSDandthe
NCB

4.1.7.Processing of transactions with 3G (Gestion Globale des Gara#ties)

Securities used aseollateral for T2S autoollateralisation are transferred to the securities account of the
Banque de France.

Toaddor remove securities from the 3G pool, theunterpartymustinitiate a FOP instruction for payment vis
a-vis the Banqueale France (in the form of a transaction Delivery versus payment (DvP), of which the cash
amount will be set to zero).

1 For DCPs, the instructions are based on the 1ISO 20022 format and sent directly via T2S.
I For ICPs, the instructions can be sent eithdSi@ 15022 format or 20022 via ESES.

At the same timein order thatthe Banque de France initiates a similar instructionthe receipt of securities,
the counterpartymust sendthe Banque de Francan instructionto receive securities via 3G éssage Bift
MT540).The counterparty isilways be informed of theuccessfutesult of the operation in 3G with a MT544
message.

At the end of the business dayhe securities account of the Banque de Fraicemptied out following the

T2S forced reimbursementrpo ced ur e . I n case the participant’s <cash
reimburse the current autaollateralisation instructions, the Banque de France carriegtoeireimbursement

of this credit by creating an intraday credit for the correspomgdamount on the PM account of the DCA

holder.

The Banque de France, via T2S, carries out a relocation of the debit cash positions in the following way:

14 The 3G general documentation and the specifications on the message formats to use for instructions, taking into acca2@t the T
adaptations, are available on the Bamgde France internet site
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T T2S selections as many |l ines of securitie(er as
slightly creditor in view of the securities valuations).

1 For each selected line of securitieseation of a DVP between the participant and the affiliate 200
“BDF |/ Regular account’?’

1 Each DVP is subject to a settlement confirmation (format MT545) teetite Banque de France and
the counterparty will receive a MT544 confirmation.

For each MT545 relocation received, the Banque de France:

1 Registers the securities in the account of the participant which is subject to the relocation. The
accountstypes for financial instruments 052XXXXXXX will receive the positions of the relocated
securities in the Banque de France accounts.

i Debits the participant’s PM account or that of
line of credit with the amouncorresponding to the valuation of the securities supplied (connected
payment).

1 The request foreturning the securities used for relocation, MT542 sent by the 3G client, should have
the account type 052XXXXXXX and not the account 047xxxxxxx in th@7#eldith the account
number of the financial instruments collateralised.

In case of the insolvability of a participant holding securities in-gottateralisation:

i.  The Banque de France can requisition the securities that have been set aside for doifatira
securities account for receiving collateral

i The Banque de France can update the atdtlateralisation limit to zero in order to prevent the
participant from continuing to carry out autcollateralisation with the Banque de France.

The legal frarawork for theinput and withdrawal of securitiem 3Gis not be changed. This alwayspledged
collateral andhe securedoan agreementill not change.

1 Operationallythe collateral is delivered to the Bangde France in the Collateral receiving account
and is not accounted for. Activity on the Bangue de France Collateral receiving account only appears in
the case of the participant defaulting on the attollateralisation reimbursement, in which case the

France NCB Regular collateral account.

account pledgedd the NCB unless the agreement specifies that the right to use the securities by the
beneficiary of the contract and in the case of collateral relocation.

However, two pointchange from theeSE$rocedure:

1 The pecificoperationsfor collateral deliveryL Gand L2® in ESES no longer exiss the Banque de
Francedoesnotus e t he | SO o p e ¥ adentifging a manetay pbdlicy @ R&tion in T2S,
these transactionare not be subject to a particulaalert.

1 These operationsre subject to the same deadlinef 6.00 p.m.as for all Free of Paymen{FOP)
operations whether forwithdrawalsor input of securities.

15 The instruction type in ESES identifies the type of operation
LG: matched FOP between a participant and an NCB. LZ: Add / remove collateralisable securities to the Banque de France pool.

16 Operations with the ISO type CN@8&ve a fixed deadline of 5:40 p.m., whereas the standard matched FOP allows later deliveries
(deadline of 6.00 p.m.).
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In particular, it should be noted that aounterpaty that is subject to the relocatiorprocedure (or
reimbursement)canretrieve until 6.00 p.m.on the same operational day the securititgat were transferred
to their 3Gpool, orretrieve themduring the next operational day.

4.2. Client collateralisation

Change to note relative tBSES

1 New collateralisation functionalitgvailableto payment bank client&lient collateralisatiof

The functionality of client collateralisation is used by payment banks that wish to offer a service of intraday
credit to their clients. In this case, the payment bank should create secoi@MBs (in addition to the existing
primary CMB) to link its own DCA to the securities accounts of the relevant clients.

4.2.1.Eigible securities

Payment bankswishing to offer the serviceof collateralsation to their cliens must provide T2S each day
beforethe start of theT2Soperating daybefore 7200 p.m.):

1 the list of securitieseligibleascollateral
i1 the price ofcollateralfor the dayin question
f depending ortheir choiceg closelinksif they do notperform ex postcheckd”’.

A paymentbank may accepta rangeof securitiesfor client collateralisatiorthat is different from that of the
Eurosystenusedby the Banque de Frander central bankauto-collateralsation; it may alsoapply a specific
haircutto eachsecurity

In the case of client collateralisation the paymentbank is solelyresponsiblefor excluding from the list of
collateralsable securities any security issued guaranteedby itself or by an entity with which it has close
links

4.2.2.0peration

A client collateralisationcredit operationis triggered wheneverthe amount of liquidity required in a buy
instruction exceeds theexternal guaranteelimit - cf. 4.2.3- or if the limit is set to zera. If the external
guaranteelimit is setto zerq client collateralisationis automaticallytriggered irrespective of theamount
availablein the paymentbank s .DCA

The only procdure availablefor client collateralisationwill be the repo, which is a contractual collateral
procedure comprising a spot purchase and a forwseite or, conversely, a spot sale and a forward purchase
Thismeansthat a paymentbankprovidingcredit must holda securitiesaccountwith a CSDand this securities
accountwill be usedto receivecollateralfrom thepaymentbank s c¢c | i en't

17125 0436 URLClientcollateralisation: allow payment banks to set up their own list of close links.
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1a.5ecurities 2a.Delivery

settlement of collateral

1b.Cash
settlement

2b. Provision
of cash/ limit
utilisation

Diagram 11: Use ofclient collateralisation

The operational proagdure for reimbursingclient collateralisationwill be determined contractually between
the paymentbankandits client

Automatic substitutionsof securitiesby T2Sare possible but the automaticreimbursementprocess forclient

collateralisationremains in the hands of thpaymentbank includingat the end ofthe day (no procelure for

automaticreimbursement byT2Sas forcentral bankauto-collateralsation). If reimbursementinstructions are
outstanding at thestart of thenew T2Susiness daythe paymentbankmustadjustthe collateralsationlimits

for that client

4.2.3.Management oflimits

For client collateralisation a paymentbank shouldset three limits associated with théMBfor its clients, to
be usedin the followingorder:

1 The external guaranteelimit is usedto capthe amount ofcredit granted and securedutside T2S$
without collateralsationoutside T2S

1 The dient collateralisation limit is used to cap the amount of credit granted through client
collateralsationin T2S

I The unsecured credit limitisusedto cap the unsecured credit granted, outside T2S. This credit is used
when the preceding limits areeached.

If the paymentbank does not want togrant additional credit beyond client collateralisationthe unsecured
credit limitwill be setto zera
The paymenbankcanmonitor eachlimit duringthe operatingdayusing the indicatorgwvailablein T2S

i Limit amountor maximum amount of intraday credit to provide: the amount availablseisby the
payment bank in itstatic dataand may be increased or decreased over the course of the operating
day.

9 Limit utilisation: the amount used is set to zero at the beginnofgeach operating day and updated
following settlement of an instruction or reimbursement of a client collateralisation instruction.
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1 Limit headroomon intraday credit: theamount remaining is set tthe limit amount at the beginning
of each operating dayral updated following settlement of ainstruction or an update to the limit
amount.Instructions that are on hollave no effect on limits.

The amount remainingvailableis equal to the availablamount less the amount used (limit headroom =
limit amount- limit utilisation).

It should be noted that the limits fixed by the payment bank for a secondary CMB apply to all the clients using
this CMB.

5. Operating day

5.1. Description

ts

18hs
anhon Start of day
Change of businessday Provisi havidi
Preparation of the night-time settlement 10h30 rovision of fiquidity
) ) 20ho0 Night-time settlement
Night-time settlement
22h00 i i
Real-time settlement processes (if end of e bhon TR T
night-time settlement before 3:00)
h
3
Maintenance window N e e e
oshoo
Day-time settlement
mqh!r_';
Preparation of day-time settlement
o7Hoo -
Day-time settlement
DWVP cut-off 257
16h30
17500 Client cut-off
BATM and CBO cut-off 17he
Transfer ofinbound liquidity cut-off abip i
Automated cash sweep tothe RTGS account
18hoo Interbancaire cut-off
End of da End of da
Y 18h4c Y

Diagram 12: T2and T2Soperating day

Asindicatedin the diagramabove the T2Soperatingday is organised as follows
1 Startof dayD: 6:45p.m. CETon D1

1 Preparation fomight-time settlement after 6:45p.m. on D-1

1 Nighttime settlement8: 8:00 p.m19on D1to 3:00 am. on D

18 Nighttime settlement is used tettle instructions whose settlement date is Day D. Nighe settlement is divided into several
sequences, one of which one is dedicated to processing corporate actions.
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1 Maintenancewindow: 3:00 am. to 5:00 am. on D

1 Realtime processingfrom 5:00 am. to 6:00 pm. on

3 Fourpartial settlementwindowsare scheduled at0:00 a.m., 12:00 p.m. (noor®,00 pm.
and3:45p.m.

1 End of dayprocessindetween6:00 pm. and6:45 p.m. on D

3 End ofreattime settlementof instructions
3 T2Ssecurities accountsheck

3 Recycling oinstructionsand purge

3

End of day reporting and account statements.

5.2. Liquidity transfers during the operating day

During theoperating daya paymentbankmayconduct the following transactions

1 At the start of the T2Soperating day at 8:00 p.m2, the sanding order liquidity transfer
TARGET2Zom the RTGS accourtb the DCAmay be used tdransfer liquidity tothe DCAto
ensure that the account has sufficiefuindsto settle transactionsduring night-time settlement A
standing ordemay be supplemented by a&urrent order if the liquidity requirementis largerthan
usual

1 During the T2Soperating day, the paymentbank may transfer liquidity intothe DCA' s cash
positionthrough:

3 an immediateliquidity transferorder —initiated fromT2S
3 astandingorder liquidity transfer—initiated from T2
3 oracurrent order liquidity transfer—initiated from T2

1 At4:30 pm., depending orits liquidity managementthe paymentbankmaychooseto take part in an
optional automated cash swedp transfer all theliquidity in the DGAto the main RTGS account

1 At the end of theT2Sday at 5:45 p.m., an automated cash sweepransfers althe liquidity in the DCA
to the main RTGS account

1 In one of the final nighttime settlement sequences,the liquidity held in DCA is automatically
transferredto the RTGS accountf multiple liquidity providers according to theequencedefinedin
the static data Thus, reimbursement of multiple liquidity providers takes placeat the end of
processing otthe operating day

5.3. Cut-offs in T2S from the end of settlement

Time Cutoff Process

19 Following a Change Request, the start of nityhie settlement has been delayed 8:00 p.m..
20 If nighttime settlement ends before 3:00 a.m., re@he settlement may begin between the end of nighhe settlement and the
maintenance window at 3:08.m.

21 Following a Change Request, the start of nityine settlement has been delayed to 8:00 p.m..
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Time Cutoff Process

4:00 DVPcut-off Make finalsettlement attempt for unsettled DRinstructions start

p.m. receivingDVPinstructionsfor settlement on the nexbusiness day

4:00 Cash settlement Make finalsettlement attempt forcashsettlemert restrictionsrelating

p.m. restrictiong? to instructions start receivingcashsettlementrestrictionsfor
settlement on the nexbusiness day

4:00 Release of nused cash| Release unused cash settlement restrictioglatingto blocking,

p.m. settlement restrictions | reservationand CoSblocking?.
Regeneate cashrestrictionscorresponding taCoSmblocking* for
settlement onthe nextbusinessiay.

4:30 Automatic Automatially reimbursecollateralinstructions forcentral bankauto-

p.m. reimbursement collateralsation In case of an insufficient balance on the DCA
(relocation), the Banqude France Collateral Management System
(CMS) receives the necessary information to trigger the mobilisatig
process

4:30 Optional automated Conduct aitbound iquidity transfersto transferall availabléeliquidity

p.m. cash sweep onaT2SDCAo a specified linke®RTGS account

5:40 Bilateraly Agreed Make finalsettlement attempt for unsettledATMinstructions start

p.m. Treasury Management| receivingBATMinstructionsfor settlement onthe nextbusiness day

(BATM)

5:40 Central BanlOperation | Make finalsettlement attempt for unsettled CBO instructigrssart

p.m. (CBO) receiving CBO instructions for settlement on the nexsiness day

5:45 Inbound liquidity Processnboundliquidity transfers

p.m. transfer

5:45 Automated cash sweep | Conduct aitbound iquidity transfersto transferall availabléliquidity

p.m. onaT2SDCAo a specified linkedRTGS account

6:00 Securities settlement | Make finalsettlement attempt for unsettled securities settlement

p.m. restriction restriction instructionsstart receiving restriction instructions for
settlement on the nexbusiness day

6:00 FQP cutoff Make finalsettlement attempt for unsettled FOP instructigrstart

p.m. receiving FOP instructions for settlement on the nexsiness day

7:00 Receptionof static data | Cutoff for receivingcollateralisationdata forauto-collateralsation

p.m. for collateralsation andclient collateralisationlist of eligible securitiessecurities
reference pricesind closelinks®.

22 SeeGossary

23 Blocking of a Conditional Secig# Delivery instructior See Glossary for definition of CoSD.
24 csDrelated cash blocking

25 Close linksthe Banque de France does not sestaticdatato T2S.
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5.4. T2S calendar

T2Ssopen from Monday to Fridayvith the exception of the following closing days

¢H 0G6€ed T2S
1 January 1 January
Good Friday -

Easter Monday =

1 May -
25 December 25 December
26 December 26 December

Diagram 13 :  Calendar off2and T2<closingdays

On aT2closing day that is not #2Sclosing daytransactionsnay be settledriee ofpayment®.

6. Reporting tools for liquidity monitoring

6.1. Monitoring liquidity

To enable parties to monitdiquidity, T2Srovides them withinformation about theirown accouns (DCAand
those of theirclients. Thisinformation includesamounts settled, cash balancesblokingsand reservations,
breaches oDCAlimits, auto-collateralsationlimits andthe equivalent value of collateralisabdecurities

To be able to access thighrty information (such as that of itglients in the case ofa paymentbank), T2S
actorsmusthavebeen authorisecand possesshe corresponding accesghts.

Three different tools are used to providgformation: notifications, reports and queries

I Notifications are generated automatically when a specific event takes place(for example a
credit/debit notification is sent whenever &CAis credited or debited). Thesenotificationsare issued
only inA2Amode, based on the message subscription rules saved il fstatic data

The relevantnotifications for liquidity monitoring are credit/debit notifications (camt.054) and
floor/ceiling breach notificationecamt.004).

1 Reports provide prelefinedinformation about theliquidity in DCAsThe T2Sactor must subscribe to
reports in advance bgonfiguring themin the T2Sstatic data; it shouldin particularselect criteriafor
triggering reportswhich might bea specific time ora functional event in the operating daguch as
the end of the dayReportsmay besent inU2Aor A2ZAmode.

26 Note that in T2S, any FOP instruction must be matched, just like DVPs.
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Examples of reportavailablefor liquidity monitoring:
3 Accountstatement
3 Lquidity needs for the currentlay
3 Liquidity needs for the nextlay

1 Part ofliquidity monitoring, queries are reattime questions abouinformational elements such as
cash balancesr limits. Theymay besubmitted by the T2S actim U2Aor A2A mode T2S provides the
most recentavailabledata to respond to queries

A2Aqueriesmay besubmitted at any time of thédusiness dayresponsesare suppliedin real time
exceptwhere balance queriesare receivedduring a night-time settlement sequence in this cas,
gueriesare queued upand processedafter the sequenceBalance queries inJ2Amode submitted
duringanight-time sequencererejected

T2S ntifications,reports and queriesare only availableto T2directly connected parties

6.2. Which services are available and through which types of access?

The followingable summarises the main functiotiies offered to users opayment bank$y type of access

Typeof access

e Accessiia T2
T2 ontional T2S direct acess
core pto through VANSP
. : service SEIVICES
Functionality
Liquidity transferto T2S XML FIN
(T2Sinbound) [T2push] ICM
Liquidity transfeifrom T2S FIN
(T2Soutbound) [T2pull] XML U2AandA2A
ICM
. XML
Accesdgo intraday balances ICM U2Aand A2A
Account statements U2Aand A2A
Liquidity needgcurrent or nextday) U2Aand A2A
Outstandingauto-collateralsationcredit U2AandA2A
DCA collateral value U2Aand A2A

Diagram 14 :  Functionalitieby accessype
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6.3. Configuration of notifications and reports

Message subscriptiofor cash reportsand naotificationsis configuredby the Banquele Francdor itself and for
its participants.A participantmay subscribeo some or all status messages

Reportsare generatedautomaticallyfollowing an eventor a timesetin T2SReports are configured vihe T2S
GUI by all T2S actotisat are directly connectedto T2S.T2S actorshat are notdirectly connectedto T2Sdo
not receive reportgrom T2S.

T2Sreportsare generatedin XMLformat and may be either sentlirectly to participantsor consulted onlingat
the choice ofthe T2S actor

In practice, the Banque de Franosill accredit for each DCP payment bambparty administratorwho will be
assigned the requisite privileges fratime Banque de Frana® enter subscriptionsnd configurereports for
the institution. The naming convention fahe administrator in the GUI T2S GFR+BIC11 ADMlfhere is a
space between CFR+BIC11 and ADMIN).

If the participant wishes to benefit fromreporting or monitoring services forcash account®offered by its

CSIs), it must complete an authorisation form tgive a third partyaccess to it®CA. The connectivity service

is based on existing T2S functionalities and the standard management of payment banks rights and privileges.
According to the mandate form, the rightand privileges are attributed to a CSD. The close coordination
between the payment bank, the CSD and the NCB provide the configuration of this service, in that it is
necessary for the payment bank to authorise its NCB to attribute rights and privilegas ICSD in order to
access its DCAs.

It should be noted that if an indirect participanindirectly Connected Party ICP)uses the CSD service to
manage its liquidity and monitor its DCA, the DCA holder, or the main RTGS account holder acting it,its name

must usé’:
I The direct connection to the T2S platform in one of the modes U2A o0oA2A
I The T2 ICM combined with the T2 for T2S value added services (VAS).

The Euroclear offer for access for ESES CSD patrticipants to the services for liquidity mancaeferiound
on the T2S ESES page on the Euroclear interneh#ips://www.euroclear.com/T2S

7. Connectivity

7.1. Connectivity modes for payment banks

7.1.1.Connecting to T2S: general principles

Participantsmay be aDirectly Connected PartfDCP or an Indirectly Connected PartfICBH. Participantsmay
be a DCPRor an ICPfor securitiesand/or cashactivities

A DCPmay dialoguewith T2Sin Userto Application (@A) mode and/orin Applicationto Application A2A
mode.

A DCPpaymentbank shall have at leastne DCAiIn T2S.It may use T2Sto consultits transactions andash
account(DCA)and transfer liquidity from T2S (DCAp T2 (RTGSIt may alsouseits T2 interfaces totransfer
funds toits DCAn T2S

An ICPpayment banknay useT2communicationinterfaces totransfer funds teand monitor its T2SDCA.

27 T2Guideline article 19: https://www.ecb.europa.eu/paym/t2/legal/html/index.en.html
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7.1.2.VANSP (SWIRhd SIAColt)

The Eurosystentarried out a call for tenders to select and approweo Value Added Network Service
ProvidergVANSPfor T2SaccessSWIF&nd SIAColt.

The two VANSB allow all participants (CS$) CSD participantscentral banks payment bankysto connect
directly to T23n U2Aand A2Amode. Participantswishing touse T2Sas aDCPmust signa contractwith one of
these twoproviders

A paymentbankthat is directly connected td2Sby aVANSRnay usethe T2SGraphical User Interfag@U) in
U2Amode.

In A2Amode, DCBwill useXML 1SO20022essage standards as required 5.

7.1.3.T2SI (T2&terfacein T2)
TheT2/T2Sconnectionis designed as new dedicatednterfacecalled theT2S Interface (T2Sl).

T2SlIrelies on theEurosysterh mternal network (4CB/3CBand usesthe XML 1SO2002thessage standards
required byT2S.

T2Sloffers coreservicesand optional (paid value added services foquidity managemenfrom T2,including

1 T2Slicore serviceswhichwill allow T2direct participants that havenigratedto 1SO200220 conduct
liquidity transfesto T2S

1 Monitoring of DCAbalances duringhe operatingdayviathe T2GUI Information and Control Module
(ICM)

1 T2Skalue added servicesvhichare provided as a single set and bill&itheywill be useful toT2direct
participants that have not yahigratedto 1ISO20022nessagesndthat want to use FINnessagesnd
operate inU2Amodeviathe ICM

A T2direct participant(SWIF 2P will therefore havethree ways to be connected td2and interactwith T2S
1 A2A (XMLmessagegvia T2SI|
1 A2A(FINMT messagepviathe standard Tanterface
1 U2A vighe ICM(Information andControl Modulg

The DCA holder, or the holder of the main RTGS account acting in its name, must use at least one of the
following two tools to manage its DCA liquidity:

1 The direct connection to the T2S platform in one of the modes U2A 00A2A
1 The T2 ICMombined with the T2 for T2S value added services (VAS).

7.2. Configuring access rights in T2S
The details below are only applicable DCPs.
7.2.1.Definitions

A user (system user) is a person or an application that can communicate with T2S.

A user can interact with T2S in two ways:

281 order to be linked to a DCA (and to be the main RTGS account), a PM account must be an account with the TARGET&/ivetwork se
provider and not a PM account with access via internet.
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1  When there is a person, U2A via the GUI
T  When there is an application, A2A via messages or XML files.

A user function is an action that a user can trigger in T2S.

A privilege identifies the ability of a uséndividual or application) to trigger a specific T2S function.
The assignment of access rights to a T2S user is based on granting / revoking privileges.
The privileges can be grouped into roles.

A user's access profile is defined by the set of rolesiflosed of privileges) assigned to it.

Note that the configuration of access rights is only carried out via U2A.

7.2.2.Default data perimeter

A CSDor acentral bankwill haveaccessas standard to all functional data linked to(securities accounand
DCAdata respectively.

A CSDparticipant or central bankparticipantwill have access as standard to all functional data linked to it
(securities account and D@Ata).

7.2.3.User identification

Each user is identified in T2S by

A unique reference (System User ReferenS&JR)
A DN digital certificate (Distinguished Name Certificate)
A clear link to an existing participant (Parent BIC / BIC)

= =4 =4 -9

A unique login name (Login Name).

NB: It is advisable to identify the SUR and Ldgime with the same data.

A digital certificate is an electronic document associating the identity of a T2S user to a pair of cryptographic
keys.

A Distinguished Name (DN) is a sequence of comseparated attributes such as <cn=smith,ou=tds
o=bnkaccttp=nsp1> that identifies the digital certificate.

Each user (individual or application) linked to a digital certificate is therefore given a Distinguished Name
Certificate.

The physical users need a USB token that contains the digital certificate alstiiguished name; this token
is provided by the VANSP (SWIFT ofC3DAT) chosen for the T2S connection.

In T2S static data, users must be linked to the certificates (and the associated DNs) by the function User
Certificate Distinguished Name Link.

It is possible to associate a user with more than one DN CertificateaddNCertificatewith more than one
user, in this wayone can still use the same USB token to identify several distinct users, but associated with the
same certificate DN.
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7.2.4.Means of attibuting privileges/roles

Access rightsvill be configuredat entity level by the administrator of the entitgt the next level upAccess
rights at user levaill be configured by theadministratorof the entity to which the user belongs

Privilege P

Payment

Bangue de France bank

OperatorTasS

Privilege P
.
Y !

UserZi P AdminZz _P, UserZz

P
Admin X UserYa - AdminY

Operator T25 CSD [ Central Bank CSD participant / Payment bank

1
Diagram 15:  Configurationof accessights

The Banque de Franogill accredit an administrata for each DCP. This administratavho will have the
requisite privileges will be responsible for creatingl2S users with their own rights to accessGUI
functionalities DCPpayment bankghat havedirect access toT2S viahe GUIwill therefore independently
configurethe accessights oftheir own users.

7.2.5.Non Repudiation of Origin (NRO)

The NRO (Non Repudiation of Origin) functionality was implemented on the T2S environmemisfpthe
approval of the Change Request 0466, in order to increase the security level of certaitradgactions
deemed criticgl such as intrébalance meements, modificationand cancelition of a cashinstruction, the
immediate liquidity transfe29

The NROfunctionality relies on @& electronicsignaturewhich allows the message receiver to ensure that the

message sender was the originator of the message and the message contents have not been.changed

The proof of origin is generated by the message seadeérkept by the message receiver

For the NROimplementation a second certificag necessary for thelectronic signature is generated by the

VANSPRind saved on the samssed for the first user authentication certificate

SWIFTprovides aprocedure that allows the download of theecond certificat on an existingoken; SIAColt d
clients already have asond certifica¢ on their existingoken.

In all cases, thauthenticationcertificates and thesignaturehave the sam®istinguished NameDNidentifiers
and the same validity period

29 The omplete list of transactions can be found in the CR 466 available on the ECB
https://www.ecb.europa.eu/paym/t2s/progress/pdf/crg/t290466 bfd.pdf?f9a8c6a28039a30cc3433b1243959666
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8. Migration

Wave 1

Wave1

Wave 2

Wave 3

Wave 4

Final wave

22/06/2015

Bank of Greece
555 (BOGS) (Italy)

Depozitarul
Central

(Roumania)

Malta Stock
Exchange

SIX SIS
(Switzerland)

Diagram 16 :

8.1. Tests

Tosuccessfully complete theigrationto T2S testsfor CSB and NCB started in October2014and continue

until the start of eaclwave

Thecommunities(payment banksaind CSDparticipants),irrespective of the methoslused toconnectto T2S,

31/08/2015

Monte Titoli

T2Smigration waves0

29/03/2016

National Bank
of Belgium 555
(NBB-555)

Interbolsa
(Portugal)

12/09/2016

Evroclear ESES
(Belgivm)
(France)
(Netherlands)

VP Lux
(Luxembourg)

VP Securities
(Denmark)

06/02/2017

Clearstream
(Germany)

CDCP
(Slovakia)

KDD (Slovenia)

KELER
(Hungary)

Lux CSD
(Luxembourg)

0csD
(Austria)

18/09/2017

Iberclear
(Spain)

ECSD
(Estonia)

CSDL
(Lithvania)

NCSD
(Latvia)

will beinvolved intestsduringatest phaseafter that for CSDaind NCB. (cf. diagramon nextpagé

GoordinationbetweenEuroclear Francand the Banque de Franeasured monitoring of progress in preparing

the Frenchmarketfor the community tesphases.

30uroclear Finland anmaced midJanuary 2017 its intention to withdraw from ti@Sfinal migration wave
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The CSDs and NCBs, in the same migration
wave, test the migration to T2S

A

User Testing Execution Phase

| ) | J | J

| | |
The CSDs and NCBs check The CSDs and NCBs, The CSDs, NCBs and their
their connections to T2S. and in the same migration communities, in the same
then carry out individually wave, carry out migration wave, test the migratien
functional and migration tests functional tests and the smooth functioning of
withT2S several business days in T28

Diagram 17 :  T2Sestphases

The Eurssystem T2Stest phaseshave beenorganisedand designed to ensure thatach migration wave is
independent of the othersThree testing enviromentswill be usedat Eurosystenievel

i1 Interoperability enviroment (connectivity testsbilateral and multilatergl
1 Migration envirorment (migrationtests)
1 Community andBusiness Dagnvirorment.
In paralle) a pre-productionenvironmentis usedmainly byparticipantsthat havealreadymigratedto T2S

Payment bankswill be involved in Eurcssystem tests during the Community and Business Daynd pre-
productiontest phases

8.1.1. Eurcsystemtests without payment banks

Before conductindestswith their communitiesfor each waveCSB and NCB will executeour different test
phases

I connectivity tests
1 Dbilateral tests

1 multilateral tests
1 migrationtests

The connectivityests will allowCSBand central bankgo test their Applicationto Application (A2A) andUser
to Application (U2A) connections

The bilateral testsvill allowthe Eurosystento certify CSBandcentral bankgor T2SThey will also allouCS[B
andcentral bankgo checkthat information systemsconnectedto T2Sare working properly
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Themultilateral tests will allowall CSB and central banksn amigration wave to testll exchangesbetween
themselvesaandwith T2S.

Themigrationtests will allowall CSB and central banksn amigrationwave to conduct aehearsalof the TS
migration.

8.1.2. Eurcsystemtests with payment banks

8.1.2.1.Participant testsbefore the T2Smigration

In eachwave CSIB and NCBs will conduct T2S migration testish their communities, testing sequences of
business dayintwo test phases

T Community tests
1 Business Day tests
Thesetwo test phaseswill be carried out using the Community testing environniént

Before beginninghe G@mmunity and Business Datest phasesthe migration and multilateral test phases of
the CSBandcentral bankgaking part in thewavemusthave beercorrectly completed

For eachmigrationwave the CSI3, NCB and participantsinvolvedin the migration wave will take part in the
Community and Business Day testiong with CSDs, NCBs and patrticipants that have already migrated

Ql Q2 Q3 Q4 Ql Q2 Q3 Q4
2016 2016 2016 2016 2017 2017 2017 2017

Community tests

CSDs & CBs Tests
WAVE 2 vl
Community / Business Day -
CEDs & CBs Tests
WAVE 3
Community / Business Day _
CSDs & CBs Tests
WAVE 4
Community / Business Day _
CEDs & CBs Tests
Final WAVE
Community / Business Day
Go-Live Wave 2 Wave 3 Wave 4 Final Wave

Diagram 18 :  Schedule o€ommunityand Business Datgst phasegECRliagram)

31 For reasons of planning optimisati, the community testing wave Basin two cycles. A first cycia the community environment, the
second cycle in the prgroduction environment.
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The Communitytest phrasewill allow CSB, central banksand their communitiesto run severalT2Sbusiness
days consecutivelyand execute the test sagarios For thisphase,the T2Scommunity environmentwill be
connectedto the TARGET?2 test environmetgdicatedto participants T2 CUSTT2SCommunityand T2 CUST
will functionon the basis o reducedbusiness day

The Community tests will allow the Eurosystem,CSB and central banksto certify DCB for T2S The
Eurosystemwill provide technical certification foDCRB. Eurcsystem certification will verify that eghanges
betweenDCR and T2Sare functioning properhand ensure that thelinkswith DCR do not create risk for the
orderly operation ofT2S.

In order to prove that it can communicate correctly with T2S, each DCP must execute the certification test
cases that are valid for its application and operational mode. The execution of test casasctirfalities that
won't be used CenstralbanksandnGSB Wik ¢enify gccessauthorisationsand the orderly
operation of DCPsThe Eurosystenhas defined different authorisation tests that apply to the concerned
actors: cash DCP, ICP or client of a cash DCP.

The authorisation tests of the Eurosystem central banks are common to all. In this way, the passport concept is
established so that a paymebiaink can pass the authorisation tests with one NCB and open DCAs with all the
NCBs, provided that the payment bank uses the same functionalities with all the NCBs.

R m) E
Cash
- Cash DCP

Cash

Participant

Certification
Tests

Diagram 19 :  Certification and Authorisation by a NCB

Participants will be given 4 weeks tmmplete their certification tests and two months to carry out their
authorisation tests.

TheBusiness Datest phasewill allow CSB, central banksandtheir communitiesto executethe test scaarios
andrun T2S business dagensecutively over severateeks observingproduction times For thisphase T2S
will beconnectedto T2 CUSTEI2Sand T2 CUSWill operate according to the production day schedule

Community migration tests the Communityand Business Bytest phases will begin with eehearsalof the

migrationto the T2Splatform (migration test3. The CSIB involved in the migration wayé¢heir central banks
andtheir communitieswill carry outseveralrehearsas of themigrationto T2S i principle, three rehearsas of

the migrationweekendare planned.

Duringand after the migration weekendFrenchmarket participants willcheckthat the datamigratedto T2S
are correct andthat their CSDand central bankoperate correctlywith T2SThe Banque de France wslipport
its participantsand monitor cashaspects

After the migration weekendbusiness daywill be executedallowingDCR and ICPs to simulatrisiness day
with Euroclearthe Banque de France ari?S to make sure that albystens are operational and in line with
expectations
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Test phases CSD BCN DCP ICP

Connectivity X X X
T2S Connectivity X X X
Community X X X X

Eurosystem Certification X X X

CSD / BCN Certification X

CSD / BCN Authorisation X X
Busines®ay X X X X
Migration Community X X

Diagram 20 :  Tests phases with the actors involved

8.1.2.2.Participant estsafter the T2Smigration

After a wave of T28igration, participantsCSI3 and central bankghat havealreadymigratedto T2Swill be
able toconducttestsin a T2S preproduction enviroment before deploying changes in a production setting

The T2S preroduction ervironment will be initiated by performing the migration again (depending on the
wave, the initialisation will be carried out before or after the migration to production)

Thus, forwave4, the pre-production environmenwill be deployedbefore themigrationto productionin order
to finish the community tests

For thefinal wave the pre-production environmentcould be configureda few weels after the migration to
production

The preproduction environment will functiomxactly like thgproductionenvironment Until the end of theT2S
migration (inal wavego-live), the preproduction environmentwill not alwaysbe connectedto the T2 cash
environment but a T2 simulato will be availableto conductliquidity transfersin T2S2,

Accordinglyas long as the migrationis not totally complete T2SDCPswill be able where appropriate, to
be connectedto two T2S testing environmesgtthe Communityand Business Dagnvironmentand the pre-
production environment

8.2. Migration phases

Migrationhas been divided into three periods
1 Premigration
1 Migration weekend

1 Fourweekstabilisationperiod.

32 pfter the final T2S wave, T2 CUST will be connected to th@rpriction environment and the community environment will be
removed.
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Pre-migration will allow CSIB and central bankdo input static datato the T2Sroductionenvironment a few
months before themigration of their wave It will alsoenableall actas that have tobe connecteddirectly to
T2S0 checktheir T2Sproductionconnection

The migration weekendwill allow CSBandcentral banksn the affected wave to migratetheir datato T2Sand
executethe first night-time settlement(following Mondaybusinesglate), which is a praequisite forthe start
of reaHime settlementon Monday morning a7:00a.m.

The stabilisation period is a period of severalweeks during which CSB and central bankghat havemigrated
to T2Swill conductenhanced monitoring of 2Soperations to prevent anynalfunction

8.3. Role of the Banque de France during migration

Beginning with the firstmigration waveto T2Sthe Banque de Frands in chargeof enteringstatic datafor
payment bankswith accouns at the Banque de France T2S(participants, DCA, RTG3inks accessights,
configurationof reports configurationof message routingmessage subscriptions, etcAs T2 operator, the
Banque de Francmonitors theliquidity of Banquede FranceT2 participantsandliquidity transfersbetweenT2
andT2S.

OnceEuroclear Franceghe national CSD, hasigratedto T2Sin wave 3, the Banque de Franogill connectits
Collateral Management SystefCMS)o T2So providestatic dataand managethe parameterdinked toauto-
collateralsation

Credit institutionswishing toopen securities accountg CSI3 that migratein wave 1 and wishingto usethe
Banque de Franc® managetheir liquidity can open DCAs with the Banque de France from wave 1 of the
migration. Thus a banking groughat wantsto reorganisethe configuration of its cash accounts andentralise
liquidity managementn the books othe Banque de Franamaybegindoing so from thevavel golive. As an
example a Monte Titoliparticipantwill be able toopena DCAwith the Banquede France

The service offeredy the Banque de Frante DCAholdersisthe samewhether parties aredCRor ICRB.

The Banque de Frandégresponsiblefor enteringstatic datarelated to its payment bankswhereasEuroclear
Franceis responsiblefor entering the static datarelated to its participants.Coordination between Euroclear
Franceand the Banque de Frandeas beenestablished to ensure thamigration preparations proceed
smoothly.

Preparationof the productionstatic datafor wave 1CSBand central banksdeganin December 2014vith the
distribution of forms to allowstatic datato be entered as from MarcRB015. Static databegan to be used in
productionon the dateof the first migration wave

Most DCA linkedto Euroclear Francsecurities accounts for Frencharket participantswere openedwith the
migration of Euroclear Francén the migration wave3. Beginning onthe first T2S operating dagfter this
migration, ESE8ash accourgwere closedandreplacedby DCA openin T2S.

9. Operating methods and contacts

9.1. Description of operational procedures

Theorganisationused for the contractual management ofish accounts anghanagement of cash transactions
in T2Ssthe same as thain placefor the management oAccouns andtransactions inr2.

The Account management uni{SAR)and TARGEZ Support (ST2BFunits of the Interbank Settlement
department (SER8xtended the scope of their current activities to similar activitiasT2S i.e:
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1 Administrativemanagement otashaccounts
1 Testngandcertification
1 Support activities(helpdeskcontingency advice.

Theseactionsare describedin new versiors of the T2 hformation Guides

1 Information Guide for TARGET&et(ESCRIocument in English
1 T2BHnformation Guidgin French, for specific French aspgcts

both of which areavailableon theBanque de FrancEBARGET2 extranet:at

http://www.target2bf.fr/accueil/operations/guides.html

All relevantinformation (forms, information sheets, etg.s published orthe T2extranet Thesedocumentsare
updated witheachsignificantnew versionof TARGETand/or T2S

9.2. Contingency procedures

Contingencysolutionsare alsoestablishedollowing proceduressimilar to thosen placefor T2.

ST2BFan as forT2and subject tothe sameliability terms, provideinstitutions with contingencysolutionsto
manage T2S liquidity, eithat their requestor if they are &ected by an operating problepmcluding

9 Liquidity transfeifrom T2to T2Sor from T2Sto T2
9 Liquidity transfelbetweentwo DCA of a party.

Preciseproceduresare definedin the Information Guide;contingency request formwill be published on the
T2extranet

9.3. Incident management procedures

Incident managemenprocedures are defined byEuresystemworking groups

ST2Blksthe gateway for reporting incidentsr disseminatingnformation on incident.

9.4. Contacts

For payment bankghat are clients of the Banque de Frangeéhe contact persons athe Banque de France
arethe same teams as those in chargeTéfRGET&upport atthe Banque de France

T2S caslsupport is therefore be provided by the InterbaniSettlementdepartment (ER) of the Payment
Systems and Market Infrastructui@irectorate (DSPM) which is part ofthe Directorate General Financial
Stability andOperations

1 The SAR unit will hand&spectsrelating to the opening of accounts, fosyagreementsand signature
management

1 TheST2BF univill handletesting, certification supporind contingency aspects

For allquestiors concerningT2S,you may contacSARor ST2BFFor all questions concerning securities, as a
CSD patrticipant, you may contact y@sD.
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For all questions concerning the management of the collateral pools, youcoragact the Monetary Policy
Back Office department (BOPM).

A paymentbankdirectly connected to T28as2 contacts:

1 The T2S Service Desk for problems related to connectivity or their link between T2% aretwork
provider
1 The Banquede France for functional / business problems such as liquidity management in T2S,
collateral managementhe interaction between T2S and T2, as welltlas clarification of legal and
policy issues.
For a payment bank indirectly connected to T#&% Banae de Francas the sole point of contact for all
questions.

Naturally, accesgo the SERhelpdesk(mail boxandtelephone)is maintained anextended toincludeT2S.

SERhelpdesk BANQUE DE FRANCE
332320 SERI
75049 PARIS CEDEX 01
SERI@bangufeance.fr
Telephone+330)1 4292 690

Administration (oper/ closeaccount modify parameter9
BANQUE DE FRANCE
332320 SERI
Section Administration des Référentiels
75049 PARIS CEDEX 01
T2bfadmin@banqudrance.fr
Telgphone +33(0)1 4292 282 - Fax +330)1 4202 24 45

BFT2Support BANQUE DE FRANCE
33-2320 SERI
75049 PARIS CEDEX 01
T2bf@banqudrance.fr
Telephone +330)1 4297 790 - Fax +330)1 4202 988

Cust T2BBupport BANQUE DE FRANCE
33-2320 SERI
75049 PARIS CEDEX 01
T2bfcust@banqudrance.fr
Telephone +330)1 4297 788 - Fax +330)1 4292 6315

Support T2BF BANQUE DE FRANCE
332320 SERI
75049 PARIS CEDEX 01
SupportT2S@banguérance.Fr
Téléphone : 01 42 97 79 BFax : 01 42 92 98 58

Support BOPM BANQUE DE FRANCE
021-1157 BOPM
75049 PARIS CEDEX 01
1157recettesut@banquefrance.fr
Téléphone : 01 42 92 39 7301 42 92 69 92 01 42 92 93 56

Banque de FranceVersion 4-March2017 43


javascript:linkTo_UnCryptMailto('jxfiql7Q/yc:xajfkXyxknrb:coxkzb+co');
javascript:linkTo_UnCryptMailto('jxfiql7Q/ycXyxknrb:coxkzb+co');
javascript:linkTo_UnCryptMailto('jxfiql7Q/yc:zrpqXyxknrb:coxkzb+co');
mailto:Support-T2S@banque-france.Fr
mailto:1157-recettes-ut@banque-france.fr

10. Billing

The Banque de Frangeeparesinvoices for itpayment banksising the billing information sent bi2S

The main RTGS account holdercharged for he T2S operations concerning the DCA linked to the RTGS
account.

Thereis astrict application of the prices detaildd the Framework Agreement (SchedulePricing$3, whose
main points orcash managemerdand auto-collateralsationservicesare summarisedas follows

1 Administrativemanagement oDC/Aisnot be billedwhenT2Sgoes live The pricing policy may be
revisedlater by the Eurosystem

1 Internalliquidity transfers(betweenDCA) are charged a® centsper transferto the debitedDCA
holder.

1 Intra-DCAcash movementgblockingunblocking are charged at6 cents per transacton to the
relevant DCAolder.

1 Theservice ofauto-collateralsation with credit granted by the Banque de Frande a payment
bank are not be billed when T2Sgoes live The pricing policy may be revised later by the
Eurosystem

I Theclient collateralisationserviceare charged15 centsbhy T2S, as well as the cost of the DvP
instruction,to the collateral provider (thgpayment bank

T2S informatiorservicesare charged agollows to drectly connectedusers

1 A2AReports 0.4 centperbusiness item in angeport generated

A2AQueries 0.7 centper business item in any quegenerated

U2AQueries 10 cents per executedsearch function

U2A Requests: 0.07 cent per downloadedctional element in the generated request
Messagedpundledinto afile: 0.4 centper messagen a file

Transmissionsl.2 centper effectivetransmission (messagéle, A2Aquery request A2Aquery
responseA2Areport; only technical acknowledgements of recefse exemptfrom charge.

=2 =4 4 —a -4

TheBanque de Frandailling and collection proceduresre the same as those in force for the use of Bi#ling
will be monthly

The participants will receiv@ invoices, one for their operations linked to their RTGS accounts, the other for
their operations linked to their DCAs (which will mention #imveelements). Awvith T2 the participantsare
automatically be debited on their T2 accownt the 18" busiress day of the month

The billing foriguidity transfers between a participant®TG&ccount and a DCi& integrated in the T2 invoice
according to the pricing optiorAj or B) chosen byhe RTG&ccount holder.

Two additional elementareincluded in the invoice linked to RTGS accounts:

1 Theholdersof RTGS accountgith whichDC/A are associatethustpay an additional monthly fee
of 250EURper DCA linked to this RTGS account

1 The sibscription to optionall2S Interface (T23d¢rvicess EURS0 a month forT2 participantsat
price A (excl. VAYand EUR625a month for T2articipantsat priceB (excl. VAT

The following T2S features should be noted:

1 The A2A camt.058tatement of Accounts e por t i s bymolvementon &DCAO whch is
added the transmission coét0 , 001 2 €) .

33128 pricing was the subject of a téan by the Governing Council on 19/11/2010 awtompanied by conditiongf. following link:
https://www.ecb.europa.eu/paym/t2s/pricing/proposal/html/index.en.html
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1  When a T2S GUI o2 (SVAJser refreshes a screen reques<onsiders this as a new request

1 All liquidity transfers between #M account and a DA between T2 andTl2S)appear on theT2
invoice whereas internalliquidity transfershetween appear on the T2S invoice

1 A liquidity transfer from a PM account to a DCA is billed to the debited PM account holder, whilst a
liquidity transfer from a DC# a PM account is billed to the credited PM account holddiquidity
transfer between a PM account and a DCA is billed according to the pricing option (A) or (B) chosen by
the PM account holder

1 ForDCPusers (U2A et/ou A2Ajeports, requestsand messages receivaginerated during théhours
of high activity(2 hours before the DVP coff so from 2:00 p.m to 4:00 p.)nwill be taxed byT2S
(congestion chargethat is currently not appliedin the invoice, there ar@ separatelines, currently
at the sameprice:

0 During high activity2:00 p.m to 4:00 p.n.
0 During low activitf<2:00 p.met >4:00 p.m).

11. Contractual relations between the Banque de
France and the payment banks

T2Sis a technical platformfor settlement in central bank moneyHowever it is not a systemas defined by
Directive 98/26/ECof 19 May 1998 From a legal perspectiysecurities accountare held in CSDsystemsand
DCAin the nationalsystens comprisingTARGET3(ch asTARGEFBanque de Francédr the euro currency

The rulesand conditionsthat apply toDCA are definedby the TARGETGuideliné4:

1 A new Annexl biswill be created setting outthe requirements for opening and holding RCA,
following Annexll on the requirements for openingnd holding anRTGS account

9 Similarly a new Annexlll bissets out the requirements applying tauto-colateralisationin T2Sand
follow Annexlll onintraday creditin TARGET2.

The followingdiagramshowsthe T2 Guidelinestructure, along withthe implementationby the Banque de
Francebeforeandafter T2S Changedinked toT2Sare indicated inorange.

34 Available on the Banque de France websitgtps://www.banquefrance.f/en/financiatstability/paymentsystemsandmarket
infrastructure/frenchlargevalue paymentsystemtarget2-banquede-france/legaltexts.html
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on monetary policy
+
Appendix 1X of the DCA Agreement

BdF-PM
(internet)
Agreement

To implement these Eurosystemprovisionsin a regulatory and/or contractud framework applicableto the

Banque de France

1 Theprovisionsstipulated in Annexl bis of the TARGET@uidelineare covered by @anque deFrance

DCAagreement thatmustbe signed by parties wishing tspena DCA

1 Provisionsrelating to thegrantingof intraday creditfor auto-collateralsationareincorporated

o Inthe decision by th@anque de Franc&€overnof® on monetary policyand intraday credit
Theseprovisionsapply toall parties that holda 3G securitiesbasketand / or wish to avail
themselves ofwuto-collateralsationin T2S

o In the Appendix IX of the DCA Agreement, whiahst be signed- in addition to the DCA
Agreement itself-by T2S participants wishing to benefit from awttollateralisation.

The participant should contactthe Banque de Francairectly to sign theBanque de FranceDCAagreement,
while DCAholdersshouldcontactthe Banque de Franadirectly as regards alispectdinkedto cashsettlement

in T2S.

35 https://publications.banquefrance.fr/ndeg201502-du-1ler-septembre2015modifiantla-decisionnde¢201501-du-22-avri2015

relative-la
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Diagram 22 :  Legal inpactfor a paymentbankin the Frencimarket

Theprovisionby apayment bankof the service otlient collateralisatiorto other T2Spartiesforms partof a
commercialservicebetween the paymentbank and its clients and will be governed bya private contract

betweentheseparties.The Banque de Franegll not be involved inmplementationor the legalarrangements
of theseservices.

The contractual relationshipetween the Banque de France aBCAholders is governed by French lavwrhe
Paris Commercial CoufTribunal de commerce de Pargjall have sole jurisdiction over any dispute relating to
this relationship.

12. Market governance for the T2S migration

12.1. T2S National Coordination Committee

This committee, which is echaired by the Banque de France and Euroclear France, was comprised of the
members of Eurocl ear Fr an dMACxand keareskngatives dfdcash siosssgs, Co mmi t
including the chair of the TARGENY@tional User Group (NUG).

This committee allowed direct coordination between those in charge of operational functions relating to
securities processing and their counterparts on the liquiditie to prepare fothe migration to T2S:

1 Provide effective coordination for the migration to T2S by the securities and cash establishments
1 Coordinate testing schedules and make recommendations in the event of conflicts

1 Ensure that all market participants are correctly imed
1

Establish guidelines in the event of problems or risks relating to the interconnections between cash
and securities projects
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1 Alert the French NUG and MAC in the event of material risks to the migration project or if measures
are required from the EC& the authorities.

12.2. T2S National User Group (French NUG T2S)

TheBanque de Frands responsible for the presidency and secretariat of this greupch brings together the
suppliersand users of securitiessettlement services in th@ational market to supportT2Sdevelopmentand
implementation

Thisforum draws up thepositionsof the Frenchmarket, which are then shared with th&dvisory GrougAG),
the governing body for ther2Sproject at European levelThe French NUG T28stablishesa formal link
betweenthe AGand thenationalmarket

TheNUGmay be involved inthe processof managing changes the T2S Wer Requirement®ocument(URD
andplays an important role in assessitigeserequestswithin the framework ofnationalmarketoperatiors. In
accordance withr2Sprinciples the NUGshouldactively promoteharmonisation.

12.3. T2S BdF Users Group

The Banquele France is responsible for the presidency and secretariat of this group, which brings together the

di fferent “cash” participants in order to concretely
The work of this group is coordinated withh e “ secur i ti es” change requests t|
market by Euroclear.

The meetings are held on a regular basis, at least before the CRG (Change Review Group) meetings in order to:
1 Analyse theroposedCRand their potential impact on theasticipantsapplications
1 Define the recommended prioritisatiofor the implementation of the CRs for the futureleasesand

1 Create &CRon behalf of the Frencparticipants.

13. Training and information for future T2S users

13.1. Organisation of training by the Banque de France

The ECBrganise training sessions fo€SB and central banksThis training progransomprises four modules:
Basic, Technical, Functiorsald Operational

Since this training is not available payment banksthe Banque de Franceffered representatives of these
institutions the opportunity to attend shared session® receivethe information on liquidity management
issues

The Banque de Frangeosted thetraining materials preparethy the Eurosystenon its T2 and T2Sextranet
http://www.target2bf.fr/identification.htm

48 Banque de FranceVersion 4-March2017


http://www.target2bf.fr/identification.htm

13.2. Organisation of themed workshops by the Banque de France

Supplementinghe shared trainingessionsandto provide all Frenclparticipantswith as much indrmation as
possible the Banque de Francerganisel regular themed workshops on specific aspetitkked to T2S
operations orthe preparationfor the migrationto T2S.

Previous events

=

10 October2012 Launch of T2&igrationproject for the marketjointly with Euroclear France
1 March2013 Workshopon auto-collateralsationin T2Sjointly with Euroclear France
10June2013 Workshopon thestructureof cash accounts anktjuidity management
18 November2013 Workshopon T2Sonnectivity

25 March 2014Workshop on gestionsand answers on the Blueprint

19 September 2014Norkshop on ésts and migration

11 December 2014Workshop on acount configuration

17 April 2015: Launch of the T2S wave 2 migration

20 May 2015: Workshop on the forrfar the wave 2

15 SeptembeR015 Workshop on tests and migration for the wave 2

21 SeptembeR015:Presentation of the T2S Gtdl T2S DCPs

= =4 -4 -4 -4 -4 A -4 -4 -4 -4

25 January 2016: Invoicing and Tests & Migration.

All the materials presented durinidpese workshogs may be consultedon the Banque de Franc&2 and T2S
extranet

In addition to the specific Banque de Frameerkshops, the Banque de France has been actively involved in the
ESES T28plementation CommunityTIC) organised by Euroclear in order to communicageGentral Bank
progress updates to participants.

The Banque de France and Euroclear France regularly ordgois¢ workshops and training for the French
market in order to prepare the French participants for the migration to. T2S

13.3. Migration group for participants of each migration wave

The Banque de Franegeated amigration groupfor participantsopening aDCAwith the Banque de France
(including the inteim solution forauto-collateralisation)in wave 1 and organised meetings onegular basis
(physical meetings or conference calls), until the migration of wave 1 to T2S (in particular on the auto
collateralisation interim solution)

Up to the final wave, the Banque de France will continue this organisation in order to supporttitsppats
for each wave.

13.4. Distribution and provision of information

The Banque de Francegularlydistributes information about T2S, the T2S migration, and the future terms of
use for T2$hrough the market groups that it leads or in which it participaf8)G Tand T2S, Franckiaison
Group(GLFAFTI)T r e a s Warking GrougGTTPF)[echnical BerGroup(GTU).
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It thus conveysnformation issuedby the Eurosystemsupplementing thiswith information specific to the

Frenchmarket

Thisinformation and all the official T28locumentationmay beconsulted on theBanque de Franceebsite
the Banque de France Bhd T2Sextranet, and thewebsite of the European Central Bank

1 Banque derrancewebsite
http://www.banque-france.fr/stabilitefinanciere/infrastructuresdesmarchesfinancierset-moyens

de-paiementscripturaux/target2securities.html

1 Banque de France T2Sextranet
http://www.target2bf.fr/identification.html

T ECB webte:

https://www.ecb.europa.eu/paym/t2s/html/index.en.html

14. Glossary

Term

Definition

4CB

Group of four national central banks entrusted with developimgoperational
management of T2S:
Banque de

France, De ut s and Band® denEdpaisab a n k

Application to
Application (A2A)

Mode oftechnicalcommunication thapermits theexchangeof information by file or
message between T2S and thaftwareapplicatiors of a directly connected2S actor.

Auto-
collateralisation

Intraday credit operation secured using securities. The operation is triggered
automaticallywhena buyerhas irsufficient funds to settle a settlement instruction.
In this document, the term autaollateralisation is used instead écuredintraday
credi.

Auto-
collateralisation
limit

In the case of central bank autwllateralisation, the Banque de Franoeistsetan
auto-collateralisation limit for each DCA.

Auto-collateral on
flow

Securitiesbeing purchased are used sacurityfor the provision of intraday credit

Auto-collateralon
stock

Securities already held by the buyare usedas security.

Automated cash
sweep

Process ofransferringliquidity from the DCA to the RTGS account during the operat
day to ensure that the balance on the DCadsm.

Automatic
reimbursement

Each time that T2S generates an aatdlateralisation operation, a reimbursement
instruction for this operation is created.

Automatic reimbursement occumsheneverthe amount of intraday credit granted
exceedghe limit set. In the case of central banuta-collateralisation, reimbursement
instructions are triggered automatically during the procasshe end of the operating
day.

No automatic reimbursement in the caséclient collateralisation.
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Term Definition
Automatic If a settlement instruction concas eligible securities that have already been used as
substitution collateral for autecollateralisation, T2S automatically generates an auto

collateralisation reimbursement instruction to remove these securities and makes a
automatic substitution to settle the settieent instruction.

Bilaterally Agreed
Treasury
Management
(BATM

Instruction linked to the settlement of an interbank repo transaction

BIC

A Business Identifier Code (BIC) is used in T2S to ideni#styand the technical
address for message routing. A party may use different BICs to identify itself and fg
technical address.

Blocking (of cash
balance)

Process used to prevent the transfefra specifiedamount from one cash account to
another cash account by associating it with a specific transaction or purpose. Block
T2S may notesult ina negative balance, i.e. it is not possible to block an amotint
funds greater tharthe balance on a cash ammt.

Cash settlement
restriction

Restriction on the balance of a DCA to block or reserve an amount earmarked for
specific purposes such as a dividgrayment

Central Bank Money
(CeBM)

Settlement conducted directly and irrevocably using liquidity lielthe books of a
central bank.

Central bank aute
collateralisation

Service for granting secured intraday credit offered by the Banque de France to
payment banksf the balance on the DCA is insufficient to settle the transaction.

Central Bank

Refinancing operations conducted by the Banque de France within the framework

Operation(CBQ monetary policy.

Certificate A digital certificate is an electronic document associating the identity of a T2S user
pair of cryptographic keys.

Certificate A Distinguished Name (DN) is a sequence of cosaparated attributes such as <cn =

Distinguished Name

smith, ou = 0 = t2eps bnkacctt, o = dk> that identifies the digital certificate.

Client
collateralisation

Service for granting intraday crediffered by a payment bank to clients settling
instructions in its DCA.

Client
collateralisation
limit

Collateralisation limit set by a payment bank to cap intraday credit granted to its clig
since this credit is secured outside T2S. This limit is used once the external guaran
limit has beerreached It is limitedto the capacity of the client to provide T2S eligible
collateral.

Close links

Ownership links between a T2S party and the issuer of a security. A security may r
used as collateral by a party with close links to the issuer of a security.

Situation in wiich the T2S party and issuer/ debtor/guarantor of debt securities are
linked directly or indirectly by significant ownership ties (i.e. 208éshold). Affected
securities areneligible and may not be used as collateral.

Collateral

Asset provided t@ecure intraday credit that payment banks payment banlclientg
receive from the Banque de France or their payment bdiolhe accepted as collateral
assets must meet specific eligibility criteria.

Collateralisation

Automated optimisation mechanisallowing payment banks to obtain liquidity from &
central bank, or allowing a bank to obtain liquidity from another payment bank, in
exchange for eligible securities.
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Term

Definition

Collateral
management

Collateral management includes all the functions linked to theegation and
processing of collateral that allow French banks to conduct unified and overall
management of the collateral required for their refinancing operations with the Ban
de France (French and foreign securities, private claims), whether in thextarf
monetary policy operations or to obtain intraday credit.

Collateral manager

For the purposes of collateralanagement, the Banque de France connects its collat
management system to T2S to inmiatic dataand manage the parameters linked to
auto-collateralisation.

Collateral relocation

For all DCAs with a negative balance at the end of the operating day, T2S automat|
applies an automatic relocation (transfer) of collaterakezurethe credit extension
processed in the RTGS.

T2S generates a collateral relocation for each reimbursement instruction that remal
pending after rebalancintiquidity between DCAs

CashAccount(ESES)

In ESES, a cash accoopéned by a settlement bank the books of the Banque de
Franceunder a ash account agreement. Operated by Euroclear CSDs on behalf of
central bank as part of ESES.

Conditional
Securities Delivery
(CoSD)

A procedurdn whichthe final securities and/or cashooking is dependentn the
succeshil completionof an action or event outside T2S (for example settlement of a
instruction involving a CSD or NCB that is outside T2S).

Credit Memorandum
Balance (CMB)

Mechanism for monitoring intraday credit granted by a central bankpayament bank
or by a payment bank to one of its clients.

Aprimary CMB is created for avimllateralisation granted by a central bank to a
payment bank.

A condary CMB is created for collateralisation granted by a payment bank to its ¢

Central Seurities
Depository (CSD)

Entity thatrecords securitiegeld, eitherin their own name or in the name of their
clients by financial intermedides such as banks and brokers.

CSDs provide the functisof securities administrationsafekeeping diinancial
instruments and securities settlement.

CSD participant

Client of a CSD that has signed a contract with that CSD and holds a securities acc
with the CSD.

Current liquidity
transfer order

Order to transfer a specific amount of a cash accdargnother cash account between
T2 and T2S.

Directly Connected
Party (DCP)

A user authorised by its CSD or NCB to access T2S directly by A2A and/or U2A.

Delivery versus
Payment (DVP)

Process ensuring delivery of securities to the buyer and, simultahgqe/ment of the
corresponding funds to the seller in return.

Earmarking

Specifies that a position in a securities accourdigiblefor a specific transaction or
process such as aumllateralisation.

External guarantee
limit

Capon creditsecuredoutside T2S that the payment basktsfor its client.

Free of Payment
(FoP)

Process for delivery of securities to the buyer without a cash transfer.

Graphical User
Interface (GUI)

Interface between T2S software applications and T2S system. user
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Definition

Immediate liquidity
transfer order

Order to transfer a specific amount froome cash account to another in real time.

Investor CSD

CSD holding a security for which it is not the issuer CSD. The CSD may hold the s¢
with the issuer CSBither directlyor indirectly via one or more intermediaries.

Issuer CSD

CSD that holds the primary deposit of a securitgiématerialisedor physical form

Limit amount

Limit amount set by the credit provider
(Banquede France or payment bank) in tetatic datg may be increased atecreased
over the course of the operating day.

Limit headroom

Amount corresponding to the maximum amount of intraday credit teecredit used
This amount varies over the course oétHlay according to the settlement of
instructions, reimbursement of autoollateralisation and limiamountupdates.

Limit utilisation

Amount set to zero at the beginning of each operating day and updated following
settlement of an instruction oreimbursement of autecollateralisation.

Message
subscription

Service allowing a CSD, NCB or DCP to subszriessages and copie$ messages
through T2S. Subscriptieare based on one or more parameters:

- Message type

- Instruction type

- Instruction status

- Participant

- Account

-ISIN

Multiple liquidity
providers

Functionality allowing the holder of a DCA to receive liquidity from several RTGS
accounts and use it in T2S according to the priority defined irstiugc data

NonRepudiation of
Origin (NRO)

The NRO functionality relies on an electronic signature which allows the message
receiver to ensure that the message sender was the originator of the message and
message contents have not been changed.

Optional automated
cash sweep

Process used during the operating day to transifjuidity from the DCA to the RTGS
account to ensure that the DCA balance is zero.

Participant Direct au
Systéne Exogéne
(PDSE)

Concept specific to ESES. Credit institution that does not have a cash account in th
paymentsystem.

Party administrator

Each partymusthave at least one administrator, i.e. a user with specific system
privilegesgiving the right to assign roles apdvileges to other users.

Payment bank

Central banks and credit institutions as central bank participants for cash settlemer

Payment Module

Account open in the TRayment ModulgPM), which is at the heart of the system for

account(PM) reaktime paymentsettlement
Pledgelegal A pledge is a collateral proceduyngithout the transfer of ownership, faecurities
procedure provided as collateralsed by the Banque de Franicethe mntext ofauto-

collateralisation T2S
The legal framework is compatible with the use, in T2S, of a repo operational proce

Power of attorney

Authorisationgiven by one T2S party to another to allow it to execute certain tasks i
the name of the delegating party
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Definition

Predefined liquidity
transfer order

Instruction to transfer a specific amount from one cash account to another cash
account.

Privilege

Privilegeused to assign rights to users to allow them to use a T2S function.

Real Time Gross
Settlement System
(RTGS)

A system of automated transfers carried out on a gross settlerhasis(without
netting)and in real time

Removal of the
repatriation
requirement

The repatriation requirement has been part of the Correspondent Central Banking
Model (CCBM) agreemesince itscreation in 1999 and requires Eurosystem
counterparties to transdr assets to thassuer Securities Settlement Systé85S) before
they may be used as collateral for Eurosystem credit operations. The repatriation
requirementwasremoved in May 2014, eliminating the need to move securities fron
the investor system to the issuer system in CCBM operations.

Repo procedure /
Repurchase
agreement
procedure

Legal frameworkvith the transfer of ownership, for securities provided as collateral.

Reservation (of cash
balance)

Process preventing the transfer of a specified amount from one cash account to an
cash account by associating it with a specific transaction or purpose.

It is possibléo reserve aramountgreaterthan the balance on the DCAtlie
reservation resus in a negative balancallinboundcashisreserved automatically

Restriction Ability for an NCB teetcash restrictions or for a CSDdet securities restrictions,
including blocking, earmarking and reservations.
A restriction may be configured for several T2S objects, such as a settlement instry
a security, a DCA, an RTGS account in T2S, a party, a securities position or a bala
Role Set ofrelated privileges or privilge classesThe functions thaa user performs tdulfil

his/herresponsibilities within an organisation define a role.

Securities settlement
restriction

Restriction on the balance of a securities account.

Settlement bank

Financial institution that has an account with the Bangeg~rance and a securities
account witha CSDor the purpose of settlingettlement transactions for itself and on
behalf ofothers

Settlement bank
client

CSD participantiat holds only securities accounts. To settle the cash leg of a
transaction, ituses the clearing services of a settlement bank.

Standingorder
liquidity transfer
(TARGET?2)

Ordertriggered automatically to transfer liquidity from an RTGS account@&aAin
order to have liquidity to settle transactions.

Standing liquidity
transfer order

Order to transfer a specific amount from one cash account to another cash accoun
instruction is executedepetitivelyat adefinedtime or event in the T2S processing
cycle.

T2S actor

CSD, CSD participants, cehtrank or central bank participants (payment banks).

T2S Dedicated Cash
Account

Cash account in T2pen n the books of the Banque de France under a T2S cash
agreement and operated by the Banque de France on theple2erm.
This account is used to settle securities in T2Sisitidked to an RT@3M account
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Definition

T2S Operator 4CB putin charge of operational management of the T2S platfarder a decision by
the Governing Council

T2S Party Legal entity ¢r in some markets, an individgahat hasa contractual relationship with 2
CSD or NCB in Ti&fs the processing of its activities in T2S.

TARGET2 /T2 System for reatime gross settlement of euro payments in central bank money.

Unsecured credit
limit

Cap on asecured credit in T2S that the payment baseksfor its client.Use of he
unsecuredcredit i mit i s triggered after the ¢

User to Application
(U2A)

Definesa mode of techndal communicatiorthat permits theexchangeof information
between T2S software applications and a T2S system user theo@gh.
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Annexe: auto-collateralisation linked to migration
waves

After the migration of the last T2S wave, domestic and chassler autocollateralisationwill be available as
standard T2S functionalities.

Wave 1 Wave 2 Wave 3 Wave 4 Final Wave
18/09/2017
22/06/15 28/03/16 12/09/16 06/02/17
t Securities and payment banks eligible for auto-collateralisation in the countries:
Greece Portugal France Germany Spain
Malta Belgium Netherlands Austria Estonia
Romania (NBB-SSS) Luxembourg Hungary Firdand
Switzerland Slovakia Lithuania
Slovenia Latvia
Italy

» The payment banks cannot use their NCB for auto-collateralisation if
their local CSD has not yet migrated to T2S

» Cross-border auto-collateralisation is only available if the links are set-
up between the CSD

Diagram 23 :  Auto-collateralisation (domestic and crebsrder) by wave

A mechanism was put in place from wave 1, so that payment banks can benefit from théardss auto
collateralisation for their operationsvith a CSD that has already migrated to T2S, whilst centralising their
liquidity with their National Central Bank.

Then, when the national CSD has migrated to T2S,-barster autecollateralisation will be provided with the
standard solution of the Eusystem, that is to say, by the use of eligible links between the issuer CSD and the
investor CSD.

For the French market, participants of Euroclear France will benefit from@ullateralisation with the Banque
de France as of the Euroclear France in wave
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