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#: E#12-09 

Date: August 26, 2009 

To: All Participants 

Attention: Managing Partner/Officer; 

Manager, Operations Department; 

Manager, Treasury/Finance Department; Compliance Officer 

From: EuroCCP Counsel’s Office 

Subject: Rule Change –Depositary Receipt Processing 
 
 
This Important Notice sets out the Corporation’s proposal to (i) clarify the 
definition of “Pan-European Equity Business” in the Rules, and (ii) make 
technical amendments to the Procedures to address certain processing 
requirements for the processing of global depositary receipts relating to buy-ins 
and corporate actions.   

 
Background: 
The Corporation proposes to clarify the definition of “Pan-European Equity 
Business”.  This is not intended as a substantive change, but the Corporation 
considers that it is necessary to provide clarification in order to avoid any doubt 
as to the nature of transactions that will fall within the scope of the 
Corporation’s arrangements for managing a Participant default. 
 
The definition, as stated in Rule 1, of “Pan-European Equity Business” covers 
the Corporation’s business “of clearing transactions in the equity markets of 
the European Union, Norway and Switzerland.”  The Corporation's intention is 
that this will cover securities traded in the "equity markets" of these "pan-
European" jurisdictions, notwithstanding that the underlying issuer of the 
security may be based outside these jurisdictions.  The Corporation considers 
that the essence of the definition is whether the relevant security is traded 
within any one of the jurisdictions of the Europe Union, Norway or 
Switzerland. 
  
For example, where a company is based outside of Europe, but its securities 
are traded on an exchange or trading platform based in one of these 
jurisdictions, the trading of the company's securities within "pan-Europe" 
would be conducted within the pan-European equity markets.  Similarly, 
where a depositary receipt is traded in a pan-European jurisdiction, it will be a 
security capable of falling within the definition, notwithstanding that the 
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underlying issuer of the share to which the depositary receipt relates is based 
outside of “pan-Europe.” 

 
Proposed Change: 
In order to give effect to this interpretation, the Corporation intends to add a 
footnote to the definition of "Pan-European Equity Business" to clarify that the 
definition will cover transactions that are made via Approved Entities located 
within the European Union, Norway or Switzerland (“pan-Europe”), where the 
governing law of the execution of such transactions is that of a pan-European 
jurisdiction. 
 
Procedural changes relating to the processing of Global Depositary 
Receipts: 
As EuroCCP and Turquoise have announced, Turquoise plans to offer trading 
in depositary receipts, which will be cleared through EuroCCP. The initial 
securities will be securities that currently trade as part of the London Stock 
Exchange’s International Order book, and settle at Euroclear Bank.  In this 
connection, EuroCCP plans to amend its Procedure II (Buy-Ins) and 
Procedure IV (Corporate Actions and Related Matters) to accommodate the 
technical processing requirements for these instruments.  In particular: 
 
●EuroCCP will adopt a buy-in schedule of SD+ 35 as the buy-in execution 
date for buying in fails in depositary receipts settling at Euroclear Bank (with 
SD+34 being the cancellation date for failing instructions).  This follows the 
current local market practice. 
 
●Under EuroCCP’s Corporate Action Procedures, the Corporation has 
adopted a policy with respect to voluntary events of permitting Participants 
with Failed Long Positions and who wish to participate in a voluntary offer to 
submit a liability notice (referred to as a “Liability Request Notice”) to the 
Corporation generally up to a cut-off time of 9 a.m. London Time on the 
Acceptance (or Deposit) Date +1 to enable Participants the longest time 
practicable to trade in the subject security and determine whether they wish to 
participate in a particular offer.  Once the Corporation receives a Liability 
Request, it allocates and passes that liability on to Participants with a Failed 
Short Position who have not settled their fails by the last settlement cycle on 
the last qualifying settlement date, using an allocation algorithm based upon 
the oldest such fails.  In order to address the additional time periods that may 
be required by Depositary Receipt Agents to collect and transmit instructions 
to the underlying issuer, in the absence of an Important Notice specifying a 
cut-off time for a particular event, the Corporation will apply a cut-off time for 
Liability Request Notices relative to depositary receipts of 9:00 a.m. London 
Time on the date that is two days prior to the relevant securities depository’s 
(“RSD”) cut-off date.  The Corporation, in turn, will allocate liability and issue 
Liability Allocation Notices to such Short Participants by 11:00 a.m. London 
Time on the RSD cut-off date. 
 
●As regards to mandatory distributions such as dividends and cash 
entitlements, the claims compensation process will be done on a net-of tax 
basis (“Net Rate”) determined after deduction of (i) the applicable statutory 
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withholding of the tax regime governing the underlying ordinary shares as 
announced by the Depositary Receipt Agent, plus (ii) any associated 
depositary receipt fees and charges.  
 
Assessment of the Likely Costs of the Proposed Rule Change: 
EuroCCP does not believe that there will be any costs to Participants or to 
their Non-Clearing Firms associated with the proposed changes.  

 
Comments and Questions on the Proposed Rule Change: 
Written comments may be addressed to Linda Lamonica, Assistant Secretary, 
at Llamonica@dtcc.com, and should be submitted by no later than close of 
business September 25, 2009.  Questions with respect to the proposed rule 
change may be addressed to Merrie Faye Witkin, DTCC Managing Director 
and Deputy General counsel at mwitkin@dtcc.com or Karl Spielmann, 
EuroCCP Vice President and Director of Compliance, at 
kspielmann@dtcc.com. 
 
Effectiveness: 
EuroCCP intends to implement the proposed change as soon as practicable 
following September 25, 2009, and will notify Participants of the effective date 
(including any modifications made as a result of comments received from 
Participants) via issuance of a subsequent EuroCCP Important Notice. 
 
Exhibits:   Text of proposed changes. 
 
 
 
 
Merrie Faye Witkin 
Corporate Secretary and Counsel 
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TEXT OF PROPOSED CHANGES TO EuroCCP’s RULES and 
PROCEDURES 

 
 
Underlined text indicates additions. 
[Strikethrough and Bracketed] text indicates deletions. 
 
 

Rule 1 – Interpretation 
 

*     *     * 
 

“Pan-European Equity Business” means the Corporation’s business of 
clearing transactions in the equity markets of the European Union, Norway 
and Switzerland;* 
 
 

*     *     * 
 

The remainder of Rule 1 remains unchanged 

                                                 
* This definition covers any transaction in a security where such transaction is executed on via or by an 
Approved Entity operating within any jurisdiction in the European Union, Norway or Switzerland and 
where the execution of that transaction is governed by the law of any such jurisdiction, regardless of 
the domicile of the issuer of the security. 
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*     *     * 

 
PROCEDURE II.  BUY-INS 
 
Except as otherwise provided for within these Rules and except as otherwise 
set forth below, in the event that a Participant has failed to fulfil its delivery 
obligation within the timeframe determined by the Corporation (a Participant 
with a “Failed Short Position”), the Corporation will initiate procedures to 
Buy-In such Participant (or Participants, as the case may be) on a mandatory 
basis, without prior notice to such Participant(s) and through such agent as 
the Corporation in its sole discretion may elect.  (The Corporation will 
endeavour, but not be obligated, to issue Buy-In notifications to encourage 
settlement prior to Buy-In execution date, but a Buy-In will take place 
irrespective of whether a Buy-In notice has been issued.)  Unless and until 
such time as these Procedures are revised, Participants may not initiate Buy-
Ins against the Corporation. 
 
 

*     *     * 
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EuroCCP Buy-In Schedule 
 

Country Local Market Rule Cancellation Date of 
Failing Instruction1 Execution Date2 

Austria CCP.A SD+3 SD+4. 
 

Belgium, France, 
Netherlands, Portugal 
 

LCH.Clearnet S.A. SD+7 SD+8. 

Denmark OMX Nordic Exchange SD+6 SD+7.  If unsuccessful 
subsequent dates will be 
daily through SD + 23. 

Germany Eurex   SD+4 SD+5. 
If unsuccessful 
subsequent Execution 
Dates will be SD + 10, 
SD + 28, SD + 30. 

Ireland Eurex SD+14 SD+15. 
If unsuccessful, then on 
SD +18; 
If still unsuccessful SD 
+20.  

Italy CC&G SD+7 SD+8. 
If unsuccessful SD +9. 
If still unsuccessful SD 
+20. 

Spain Iberclear SD+1 SD+1 
Sweden OMX Nordic Exchange 

Stockholm 
SD+6 SD+7. 

If unsuccessful 
subsequent dates will be 
daily through SD + 23. 

Switzerland LCH.Clearnet Ltd SD+11 SD+12. 
 

United Kingdom LCH.Clearnet Ltd SD+34 SD+35. 
 

Depositary Receipts 
settling in Euroclear 
Bank 

LCH.Clearnet Ltd SD+34 SD+35 

Where a Local Market 
Rule Does not Exist 
(e.g. Finland, Norway) 

EuroCCP SD+34 SD+35. 

 
                                                 
1 Cancelled after the last settlement cycle.  Cancellation of the failing instruction does not affect the 
Participant’s underlying delivery obligations. 
 
2 Notwithstanding the dates specified in this column, if the Corporation is unable to execute the Buy-In 
on the specified Execution Date or Dates, it may nevertheless continue to attempt to execute the Buy-In 
on subsequent days, or it may elect to pay a Buy-In Discharge Payment. 
 

*     *     * 
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*     *     * 
 
 
 

PROCEDURE IV.  CORPORATE ACTIONS AND RELATED MATTERS 
 

This Procedure describes interactions between Participants and the 
Corporation with respect to events giving rise to “Corporate Actions”.  These 
events include “Mandatory Events” (which may include, but are not 
necessarily limited to, dividends or other cash distributions, stock dividends, 
stock splits, share capitalizations or mandatory transformations), and 
“Voluntary Events” (which may include, but are not necessarily limited to, 
rights subscriptions, options, and tender and exchange offers). As Corporate 
Actions, both Mandatory and Voluntary Events are encompassed within the 
meaning of “Corporate Rights,” as defined in Rule 7, Section 16 of the 
Rules.  This Procedure is made pursuant to Rule 7, Section 16.10 of the 
Rules, and to the extent that anything in this Procedure is inconsistent with 
Rule 7, Section 16, this Procedure will prevail.  In all other respects, Rule 7, 
Section 16 will apply.  Participants should note, however, notwithstanding the 
provisions of Section 16 of Rule 7, the Corporation will not process voting 
rights, nor be accountable for any Corporate Right consisting of a right to vote 
or assent to any matter. 

Certain key dates and deadlines relating to Corporate Action events 
referred to in this Procedure have the meanings set forth in the Glossary 
annexed to this Procedure as Appendix A. 
 
1. GENERAL PROVISIONS 

 
Each Participant and, if applicable, its Participant Agent (referred to in 

this Procedure as a “Settlement Agent”1) are solely responsible for being 
aware of and following the specific market practices, including the settlement 
practices of each Relevant Securities Depository (“RSD”) where transactions 
will settle, for each local market.   

The Corporation does not provide Participants with notifications of 
Corporate Action events.  Participants should continue to rely upon their 
current providers for this service. 

Participants should view the Corporation as they would any other 
counterparty to a trade in Eligible Instruments with respect to which a 
Corporate Action event has been announced.  The Corporation’s obligations 
respecting unsettled transactions are set forth in its Rules2.  Except as 

                                                 
1 Unless the context otherwise requires, the term “Settlement Agent” is used throughout this Procedure 
to include a Participant that settles its obligations in a Relevant Securities Depository directly, such as a 
credit institution that acts as its own settling bank. 
 
2 In particular, where the processing of a Corporate Action event requires the cancelling and rebooking 
of obligations (for example, to reflect the exchange of one security for another) the rebooked 
obligations will be subject to the provisions of the Rules and the Procedures. 
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otherwise provided in this Procedure or the Rules, each Participant and its 
Settlement Agent are solely responsible for the notification, satisfaction and 
reconciliation of any entitlement that is the result of a Corporate Action event. 

Where a General Clearing Participant has undertaken to settle 
transactions in any market through a Non-Clearing Firm, the General Clearing 
Participant shall remain directly responsible for compliance with this 
Procedure, including the timely submission of any instructions permitted 
herein to be given by a Participant, and any Corporate Action liability allocated 
to a Participant as provided herein.  To the extent that the processing of any 
Corporate Action described below relies on actions to be taken by a 
Participant’s Settlement Agent, the Non-Clearing Firm (or its settling bank, if 
applicable) shall be treated as the General Clearing Participant’s Settlement 
Agent for such purposes, in accordance with the Rules and the Direct NCF-
Settlement Authority provided by the General Clearing Participant for the 
relevant market, and the General Clearing Participant shall be fully 
responsible for all actions or failures to act by such entity. 

 
2. MANDATORY EVENTS 

 
All open obligations (both Failed Settlement Positions as well as positions 

that have not yet reached their scheduled settlement dates) are subject to 
Mandatory Events. 
  

 A.  MANDATORY TRANSFORMATIONS 
  

Mandatory transformations include reverse stock splits, and mandatory 
exchanges, such as conversions, name changes, mergers, and 
redenominations.   

 
Where a corporate action results in converting holdings from one 

Eligible Instrument to another with a different ISIN (e.g., mergers and 
mandatory exchanges), all open obligations between the Corporation and 
Participants shall be cancelled (where required by local market rules) and 
replaced by obligations in the new Eligible Instrument, pursuant to the terms 
of the Mandatory Event.   In some markets, this is done automatically by the 
Relevant Securities Depository.  In those instances, the Corporation will, upon 
confirmation of the terms of the Mandatory Event, update its records to 
transform the open Long and Short Positions in process of clearance and 
settlement in accordance with the terms of the event.   In those markets 
where the Relevant Securities Depository does not automatically transform 
pending settlement instructions to reflect the Mandatory Event (whether for 
the ordinary shares or for depositary receipts), Participants, or their 
Settlement Agents, as applicable, are expected to cancel pending settlement 
instructions and replace them with new instructions reflecting the Mandatory 
Event, in accordance with the procedures established by the Relevant 
Securities Depository.3  
                                                 
3 With respect to pending transactions in Italian equities only, in accordance with our understanding of 
local market practice, Monte Titoli, as the Relevant Securities Depository, will automatically cancel all 
pending instructions subject to the mandatory transformation, and the Corporation will instruct the 
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 B.  MANDATORY DISTRIBUTION ENTITLEMENTS 
 
 Mandatory distribution entitlements represent cash or other assets that 
the issuer of the underlying stock is distributing to holders of its stock as of a 
certain date.  These include cash dividends, extra shares as a result of a 
stock dividend, scrip, bonus share distribution or stock split, shares in a new 
company as the result of a spin-off and rights that enable the holders to 
purchase additional shares of the underlying stock at a set subscription price. 
 
 The key date as regards to the Corporation’s involvement with these 
types of events is generally the “Ex-Date”.  For all open transactions that have 
not settled in the relevant market, whether fails or pending transactions, but 
which were executed (i.e. with a Trade Date) prior to the Ex-Date, the 
Participant with the Long Position/Receive Entitlement (referred to as the 
“Long Participant”) is entitled to the benefit to be paid later, on the Payment 
Date.  (This will be the case even in those instances where the Ex-Date is 
announced as a date materially later than the Record Date.)  Transactions 
executed on or after the Ex-Date carry no benefit entitlement to the Long 
Participant.  In those instances, neither the Corporation nor its Settlement 
Agent are involved in any processing of the distribution entitlements. 
 
 Generally, the schedule for mandatory distribution entitlements (and 
other events that have a Record and Ex-Date) is as follows: 

• On Ex-Date, the entitlement is struck and the price of future trades now 
reflects the absence of the entitlements. 

• On Record Date, the asset register positions are taken and the issuer 
uses these positions on which to allocate entitlements. 

• Entitlements are paid on Pay Date to the holders as of the close of 
business on the Record Date. 

• If Record Date positions differ from Ex-Date positions, due to open 
transactions as described above, then claims are raised in the market 
to pass the entitlement to the correct beneficiary (Ex-Date holder). 

• Generally, the Ex-Date is determined by the primary market where the 
security is traded; in the case of depositary receipts, the Corporation 
will use the Ex-Date specified by the primary market, as determined by 
the Corporation, where the depositary receipt is traded. 

 
Claims Processing and Tax Considerations.  Consistent with local 

market practices, if the Corporation has fails or pending  transactions in an 
Eligible Instrument that is subject to a mandatory entitlement, either the 
Relevant Securities Depository  (in those markets where they automatically 
process the compensation/distribution) or the Corporation’s Settlement Agent 
(in those markets where the Settlement Agents process claims directly 
amongst themselves) will update, as appropriate, the positions to reflect the 

                                                                                                                                            
contra Participants’ Settlement Agents to create new settlement instructions reflecting the 
transformation.  With respect to depositary receipts settling in Euroclear Bank, the Corporation will 
instruct the cancellation and re-booking where it is able to do so through a power of attorney. 
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cash or position entitlements, crediting and debiting the affected accounts 
maintained by the Corporation’s Settlement Agent and Participants’ 
Settlement Agents.  All such processing—including cash claims processing 
and collection-- is done outside of the Corporation, either by the Relevant 
Securities Depository, or directly between the Corporation’s Settlement Agent 
and the Settlement Agents for the affected Participants.  Similarly, the timing 
of compensation processing will be determined in accordance with local 
market practices. However, when the entitlement is a security such as 
additional shares relating to a stock split, the existing open obligations 
between the Corporation and the Participant will be adjusted to reflect the 
increased quantity of shares.4    
 
 As dividend/cash entitlements are subject to tax withholding in the 
relevant markets, market practices have developed whereby Settlement 
Agents claiming each other for cash entitlements on open settlement positions 
claim each other on a net-of-tax basis, using the same tax rate.  Accordingly, 
the Corporation’s Settlement Agent will utilize the following net tax rates (“Net 
Rates”) with respect to claims processing; that is, the Net Rate at which the 
Corporation’s Settlement Agent will claim cash compensation from the 
Settlement Agents of Participants with open or failed positions owed to the 
Corporation (“Short Participants”), and the Net Rate at which it will honor 
claims of Settlement Agents acting on behalf of Long Participants: 
 
Market  Net Rate 
 
Austria  75% 
Belgium  75% 
Denmark  72% 
Finland  72%  
France  100% 
Germany  78.9% 
Ireland  80% 
Italy   (see exception discussion following) 
Netherlands  85% 
Portugal  100% (up to 15th of month following payment date, then 
    80%) 
Spain   82% 
Sweden  100% 
UK   100% 
Norway 75% (or 85% if “buyer” is due that rate. In such case the 

Corporation obtains 10% refund) 
Switzerland  65% 
 
 For depositary receipts settling at Euroclear Bank, the Corporation or 
its Settlement Agent will claim cash compensation from the Settlement Agents 
of Short Participants at a Net Rate determined after deduction of (i) the 
applicable statutory withholding of the tax regime governing the underlying 

                                                 
4 With respect to trades in Italian equities only, in accordance with current local market practice, the 
Corporation will cancel the fail and create new obligations and settlement instructions. 



 11

ordinary shares as announced by the Depositary Receipt Agent, plus (ii) any 
associated depositary receipt fees and charges.  The Corporation or its 
Settlement Agent will pay such net amount to the Settlement Agents acting on 
behalf of Long Participants. 
 
 All such Net Rates are subject to adjustment, from time to time, as 
necessary to reflect changes in (i) applicable Tax laws and regulations, and 
(ii) relevant market practices.  The Corporation will notify Participants of such 
changes via Important Notice. Disputes with respect to the foregoing Net 
Rates, including any claims for tax refunds, must be pursued through the 
Participant’s Settlement Agent directly, and not through the Corporation.  
 
 Exception Market—Processing of Italian Dividends  
 
 When the Corporation commences clearance and settlement of Italian 
equities, it will initially be considered as operating on an over-the-counter 
basis, and the procedure that Monte Titoli, as the Relevant Securities 
Depository, would normally apply to the processing of dividends on exchange-
traded securities will not apply.  Accordingly, until such time as the 
Corporation’s transactions are treated similarly to exchange-traded 
transactions in the Italian markets, the Corporation has adopted the following 
process, designed to mimic the on-exchange market and discourage its 
transactions from being the “cheaper market” to fail in: 
 

1. To avoid the potential loss on Custody or Box positions, the 
Corporation will initiate “shaping” 5 on all Italian equities 
commencing 10 Business Days prior to the Ex-date for the relevant 
dividend.  

 
2. To mimic the local market6, the Corporation will cancel both the Fail 

Short and Long positions in the applicable security, by issuing 
cancellation instructions to the Participants’ Settlement Agents and 
to its Settlement Agent, and rebooking the obligations  with 
103.56% (or the then applicable market penalty rate) of the dividend 
deducted from the settlement obligation proceeds.  

 
3. Any loss incurred by the Corporation as a result of  its holding a Box 

Position over Record or Payment Date, including as a result of any 
penalties charged by Monte Titoli or as a result of withholding tax 

                                                 
5 The term “shaping” (generally provided for in Rule 7, Section 3) refers to the process whereby the 
Corporation minimizes the possibility of its having a Custody or Box position (generally, and in this 
case arising during the period prior to the Record and Payment Dates).  During this time the 
Corporation will shape the settlement instructions for net Long Participants to mirror the netted 
settlement obligations of Short Participants. This may result in a net Long Participant having more than 
one settlement instruction resulting from a single trade date net position.  
 
6 For on-exchange Italian equity cum-distribution trades failing over Record Date, the current market 
practice is not to pass the dividend from the seller to the buyer.  Rather Monte Titoli cancels the 
transaction, and assesses the failing seller a penalty (as from March 2008 equal to 103.56% of the 
declared dividend) which, in turn, is passed to the buyer upon settlement in the form of a reduction to 
the net transaction proceeds.     
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imposed on that position, will be allocated and charged to 
Participants as provided in Section 4 (Allocation of Losses) below.  

 
 C.  MANDATORY EVENTS WITH ELECTIONS 

  
 In some instances, a mandatory distribution entitlement will contain an 
optional component that requires the election of the holder. In the absence of 
an election, the holder will receive the default distribution.  Participants are 
advised that, except as provided below, the Corporation will not accept 
elections on these events and, through its Settlement Agent, will apply the 
default option when processing claims on entitlements on open/failed trades.  
Such events include dividends with an option to receive either cash or stock, 
and optional dividends. In the UK and Ireland, any events not supported by 
the Crest ACON service will receive the default option, as the Corporation will 
not accept liability notices outside ACON.  Accordingly, the Corporation will 
process these events in the same manner as it processes distributions without 
options.  
 
 An exception to the foregoing rule will apply in the case of (i) optional 
dividends on Netherlands or French securities when a separate coupon line 
(different ISIN) is used for the entitlement and is expiring, and the underlying 
fail over the Record Date that gave rise to the claim is still not settled, and (ii) 
certain optional dividends with respect to depositary receipts, as may be 
announced by the Corporation via Important Notice.  In this case these 
instances, a Long Participant to whom the Corporation is failing to deliver the 
underlying securities can issue a liability notice to the Corporation if it wishes 
to receive the non-default option. Procedures for retransmitting liability to 
Short Participants failing to deliver the underlying shares to the Corporation 
and debiting/crediting the election proceeds are similar to those used for 
rights (see Section E of this Procedure on “Rights Subscription 
Expirations”). 
 
 
3. VOLUNTARY EVENTS 
 

The Corporation shall establish the last qualifying trade and settlement 
date for Corporate Actions event liability protection in accordance with the 
terms of the offer. 

 
It should be noted that all Failed Short Positions are subject to potential 

liability for Voluntary Events, including a Short Participant that has failed to 
match its settlement obligation.  Accordingly, Participants holding failed Short 
Positions (“Failing Short Participants”) may be required to account for the 
Corporate Action associated with the subject event in accordance with the 
Corporation’s Rules. 
 

Participants with Failed Long Positions (“Failing Long Participants”) 
that have not received their positions after the last settlement cycle on the last 
qualifying settlement date in the relevant market and that choose to 
participate in the offer, must submit a liability notice to the Corporation (a 
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“Liability Request Notice”), in Prescribed Form and through such methods 
as the Corporation may specify from time to time.  A Liability Request Notice 
must be submitted within the timeframes described in the subsections below 
unless, with respect to any particular Voluntary Event, the Corporation has 
issued an Important Notice specifying a different cutoff time as applicable to 
that event (the “Liability Request Deadline”).7,8  The Corporation shall pass 
on such liability notices to the Short Participants, using an allocation algorithm 
based upon the oldest Failed Short Positions which, in the aggregate have 
equal offsetting quantities, with the oldest Failed Short Position allocated first 
(the “Allocation Algorithm”).   

Any Participant that has a Failed Short Position (“Failing Short 
Participant”) and has not settled such position by the last settlement cycle on 
the last qualifying settlement date may be liable for the proceeds of the offer 
or other actions (eg., buy-in) that may result from its failure to deliver, as 
provided in the Rules. 

Upon receipt of Liability Request Notices from Failing Long Participants 
by the applicable cutoff time, the Corporation shall allocate liability to  Failing 
Short Participants using the Allocation Algorithm by the close of business (5 
p.m. London time) on Acceptance End /Deposit Date (as applicable) + 1 (the 
“Liability Allocation Deadline”).9, 10   

 
A. BEGINNING OF OFFER/ACCEPTANCE PERIOD (BOTH OFFERS 

WITH AND WITHOUT AN INVENTORY DELIVERY PERIOD)   
 

In order to mitigate the risk associated with the Corporation’s having 
overnight Custody or Box Positions because of its inability to make partial 
deliveries in a particular market, it shall: 
 

1. Initiate shaping of clearance obligations for the target Eligible 
Instrument upon notification of the Voluntary Event11; and  

 

                                                 
7 Processing of Voluntary Events within the United Kingdom and Ireland are subject to the processing 
requirements established by CREST ACON.  A summary of these procedures, together with specific 
requirements to be applied by the Corporation and its Settlement Agent, are provided at Appendix B to 
this Procedure. 
 
8 With respect to depositary receipts, in the absence of an Important Notice specifying a cut-off time for 
a particular Corporate Action event, the applicable Liability Request Deadline will be 9:00 a.m. 
London time on the date that is two days prior to the RSD’s cut-off date (“RSD-2”). 
 
9 For depositary receipts, the Liability Allocation Deadline will be 11:00 a.m. London time on the 
RSD’s cut-off date, unless otherwise specified by Important Notice for a particular event. 
 
10 The Corporation shall endeavor (but shall not be required) to notify those Short Participants to whom 
liability is allocated prior to such cutoff time.  The Corporation may, if it reasonably determines that 
circumstances warrant, accept a Liability Request Notice after the applicable cutoff time, in which case 
(and notwithstanding any Liability Allocation Deadline) that liability shall be allocated to Failing Short 
Participants in accordance with the Allocation Algorithm as promptly as practicable thereafter. 
 
11 The Corporation will issue Important Notices indicating all Eligible Instruments subject to shaping. 
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2. As long as the Corporation believes that split obligations in the 
target Eligible Instrument can be delivered out, continue splitting 
obligations for such Eligible Instrument, as provided in 
Procedure III (but without any minimum value requirement).  

 
B.  ACCEPTANCE DATE (OFFERS WITH NO INVENTORY 

DELIVERY PERIOD)  
 

Failing Long Participants wishing to accept the offer may submit a 
Liability Request Notice to the Corporation by the Liability Request Deadline 
which, for offers of this type, is 9:00 a.m. (London time) on Acceptance Date 
+1 (or RSD-2 for depositary receipts).  The notice shall contain such 
information as the Corporation may determine appropriate, and shall indicate 
the exact quantity of shares for which the Corporation will be held liable with 
respect to the offer.  
 

Upon receipt of Liability Request Notices from Failing Long 
Participants, the Corporation shall allocate the noticed liability to Failing Short 
Participants using the Allocation Algorithm, and issue liability notices 
(“Liability Allocation Notices”) to the affected Failing Short Participants by 
the Liability Allocation Deadline.  

 
The Corporation shall submit cancellation instructions (i) to the 

Settlement Agents for the those Failing Long Participants covering all 
associated Failed Long Positions for which the Corporation has received 
timely Liability Request Notices as promptly as practicable after receipt 
thereof (and where the Participant is acting as its own Settlement Agent, it 
shall be required to submit such cancellation instructions to the Settlement 
Entity directly promptly upon timely submission to the Corporation of its 
Liability Request Notice), and (ii) to the Settlement Agents for those Failing 
Short Participants to whom liability has been retransmitted, as promptly as 
practicable after allocating such Liability (and where such Failing Short 
Participant is acting as its own Settlement Agent, it shall be required to submit 
such cancellation instructions directly to the Settlement Entity promptly upon 
receipt of its Liability Allocation Notice).  If any transactions that are subject to 
cancellation are not either matched and/or cancelled prior to being settled 
after Acceptance Date, the transactions will be reversed by the Corporation, 
and the affected Participant must then match new settlement instructions with 
the Corporation, through their respective Settlement Agents. 
 

In the event the Corporation maintains a Custody Position after the 
Relevant Security Depository’s settlement close on Acceptance Date, and the 
quantity of Liability Request Notices received from Failing Long Participants 
exceeds the quantity of Failed Short Positions owed to the Corporation by 
Failing Short Participants, the Corporation shall endeavor (if time and local 
market practice permits), via its Settlement Entity, to tender its Custody 
Position for the appropriate quantity.  If it is unable to do so, any loss incurred 
by the Corporation as a result shall be allocated and charged to Participants 
as provided in Section 4 below of this Procedure. 
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C. DEPOSIT DATE (OFFERS WITH AN INVENTORY DELIVERY 

PERIOD) 
 

Failing Long Participants wishing to accept the offer may submit a 
Liability Request Notice to the Corporation by the Liability Request Deadline 
which, for offers of this type, is 9:00 a.m. (London time) on Deposit Date +1.  
The notice shall contain such information as the Corporation may determine 
appropriate, and shall indicate the exact quantity of shares for which the 
Corporation will be held liable with respect to the offer. 

Upon timely receipt of Liability Request Notices from Failing Long 
Participants, the Corporation shall allocate the noticed liability to Failing Short 
Participants using the Allocation Algorithm, and issue Liability Allocation 
Notices  to the affected Failing Short Participants by the Liability Allocation 
Cutoff Time.  

 
The Corporation shall submit cancellation instructions (i) to the 

Settlement Agents for the those Failing Long Participants covering all 
associated Failed Long Positions for which the Corporation has received 
timely Liability Request Notices as promptly as practicable after receipt 
thereof (and where the Participant is acting as its own Settlement Agent, it 
shall be required to submit such cancellation instructions directly to the 
Settlement Entity promptly upon timely submission to the Corporation of its 
Liability Request Notice), and (ii) to the Settlement Agents for those Failing 
Short Participants to whom liability has been retransmitted, as promptly as 
practicable after allocating such liability (and where such Failing Short 
Participant is acting as its own Settlement Agent, it shall be required to submit 
such cancellation instructions directly to the Settlement Entity promptly upon 
receipt of its Liability Allocation Notice).  If any transactions that are subject to 
cancellation are not either matched and/or cancelled prior to being settled 
after Deposit Date, the transactions will be reversed by the Corporation, and 
the affected Participant must then match new settlement instructions with the 
Corporation, through their respective Settlement Agents. 

 
In the event the Corporation maintains a Custody Position after the 

Relevant Security Depository’s settlement close on Deposit Date, and the 
quantity of Liability Request Notices received from Failing Long Participants 
exceeds the quantity of Failed Short Positions owed to the Corporation by 
Failing Short Participants, the Corporation shall endeavor (if time and local 
market practice permits), via its Settlement Entity, to tender its Custody 
Position for the appropriate quantity.  If it is unable to do so, any loss incurred 
by the Corporation as a result shall be allocated and charged to Participants 
as provided in Section 4 below of this Procedure. 
 

D. PAY DATE (BOTH OFFERS WITH AND WITHOUT AN 
INVENTORY DELIVERY PERIOD) 

 
1.  On Pay Date, the Corporation will, for Cash Tender Offers: 
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(a) Credit the difference between the tender proceeds and 
clearance obligation proceeds, through cash settlement, to 
Failing Long Participants that had timely sent Liability Request 
Notices  to the Corporation, and charge the difference between 
the tender proceeds and the clearance obligation proceeds, to 
the Failing Short Participants to whom liability was allocated and 
retransmitted by the Corporation; and 

 
(b) Cancel the clearance obligations associated with the fails for 

which the above charges/credits are made. 
 

2.  On Pay Date, the Corporation will, for Exchange Offers: 
If the new (turnout) security is to be an Eligible Instrument: 

 
(a) Establish new receive and deliver obligations in the new Eligible 

Instrument between the Failing Long Participants that had timely 
sent Liability Request Notices and the Corporation, and between 
the Failing Short Participants to whom such liability was 
allocated and retransmitted and the Corporation; and 

 
(b) Cancel the receive and deliver obligations associated with the 

fails for which the above new obligations were created. 
 

3.  If the new (turnout) security is not to be an Eligible Instrument then, 
subject to the provisions of Section 3.F below: 

 
(a) Without adding such security to the list of Eligible Instruments, 

the Corporation will establish new receive and deliver 
obligations in the new security between (i) the Failing Long 
Participants that had timely sent Liability Request Notices and 
the Corporation, and (ii)  the Failing Short Participants to whom 
such liability was allocated and retransmitted and the 
Corporation; and 

 
(b) Cancel the receive and deliver obligations associated with the 

fails for which the above new obligations were created. 
 

E. RIGHTS SUBSCRIPTION EXPIRATIONS 
 

Rights shall be ineligible for trade processing through the Corporation.  
 

 For all fails in the underlying Eligible Instrument to which rights 
distributions attach, owing to or from the Corporation, the Corporation shall 
create notional obligations on its books and records with respect to the rights 
distribution.  These notional obligations shall not be transmitted to 
Participants, nor shall Participants initiate settlement instructions with respect 
to the rights through the Corporation. 
 Claims processing with respect to rights will be conducted as described 
above in Section 2.B (Dividends claims processing) of this Procedure. 
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 The following process relates to rights which are either exercisable for 
shares of the underlying Eligible Instrument to which it is associated, or are 
exercisable for another security that is determined by the Corporation, in 
accordance with the Rules, to be an Eligible Instrument.  In the event that a 
Failing Long Position in the underlying Eligible Instrument remains open at the 
close of business on a rights Subscription Expiration Date12,13,14 

 

1. Failing Long Participants may submit Liability Request Notices to 
the Corporation by the Liability Request Deadline which, for Rights 
Subscriptions shall be 9:00 a.m. (London time) on Subscription 
Expiration Date +1 (RSD-2 for depositary receipts), indicating the 
exact quantity of rights they will subscribe to in the offer and 
indicating any oversubscription amount they have requested; 

 
2. The Corporation shall allocate liability to Failing Short Participants 

using the Allocation Algorithm, and issue Liability Allocation Notices 
to the affected Failing Short Participants by 5:00 p.m., London time 
on Subscription Expiration Date + 1 (at 11:00 a.m. London time  on 
RSD for depositary receipts); 

   
3. The original failing obligations in the underlying ISIN between the 

Failing Long Participant and the Corporation, and between the 
Corporation and the Failing Short Participant(s) to whom such 
liability has been allocated shall be maintained until settled or 
bought-in.  In addition, the Corporation shall create and issue new 
receive and deliver obligations in the Eligible Instrument for which 
the rights are exercisable for the quanity of shares the Failing Long 
Participant has subscribed (via its Liability Request Notice) versus 

                                                 
12 This discussion pertains to Rights subscription expirations outside of the United Kingdom and 
Ireland.  The processing of expiration rights in the United Kingdom and Ireland are subject to the 
processing requirements of, and will be processed through, Crest ACON.  See Appendix B to this 
Procedure. 
 
13 With respect to Failed Long Positions involving share subscription rights in Italian Eligible 
Instruments, the Corporation will adopt the following process, in order to mimic the local market:  If 
the Long Position in the underlying Eligible Instrument is not settled by the close of business on 
Record Date (Ex-date +2) the Corporation will permit a Failing Long Participant to submit a Liability 
Request Notice retransmitting the liability it receives from the local market, and the Corporation will 
allocate and retransmit that liability to Failing Short Participants using the Allocation Algorithm.  The 
liability will be determined in accordance with then applicable on-exchange market practice (currently 
a cash compensation amount equal to an indicative price, from the principal exchange where the 
security for which the rights are exercisable is traded, on the value of the rights multiplied by 170%, 
plus any charges applied by Monte Titoli).  This amount, and the underlying open Fail Positions with 
which it is associated, will be cancelled and rebooked in a manner similar to the processing of Italian 
dividends as described above, provided that the requesting Failing Long Participant shall, in its 
Liability Request Notice, be required to provide the Corporation with the indicative price and 
documentation supporting that price and the retransmittal of liability from the local market. 
 
14 As regards to depositary receipts, the Depositary Receipt Agent may cash out the subscription right 
and distribute the proceeds to receipt holders.  In such cases the cash distributions will be processed in 
the same manner as a mandatory distribution/dividend under Section 2.B above.  If the resultant 
security from the subscription election is not determined by the Corporation to be an Eligible 
Instrument, then claims will be processed as provided in Section 3.F.   
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payment of the applicable subscription amounts, and mirror 
obligations between the Corporation and the Failing Short 
Participants to whom such liability has been allocated, for the 
allocable quantities of shares so subscribed versus payment of the 
applicable subscription amounts. 

 
4. Where the Failing Long Participant has delivered a Liability Request 

Notice which includes an oversubscription amount request, then 
additional receive and deliver obligations will be created at the time 
any oversubscriptions are validated and announced by the issuer’s 
subscription agent, for the quantity of the oversubscription accepted 
by the agent versus payment of the subscription proceeds. 

 
5. The receive and deliver obligations created and recorded as 

provided above shall be treated, for purposes of the Rules, as 
Accepted Trades and shall be processed in accordance with the 
Rules. 

 
F.  SECURITIES INELIGIBLE FOR PROCESSING 

 
 If, in connection with any Corporate Action event (whether a 
Distribution with Election, Voluntary Event or Rights Subscription or 
otherwise), the security or right offered or to be distributed to Participants 
is determined by the Corporation to be ineligible for processing through the 
Corporation’s facilities, whether due to legal or regulatory concerns, the 
Corporation’s processing capabilities, or its determination that Participants 
may lose important rights by reason thereof, the Corporation may treat 
such instrument in the same manner as an Eligible Instrument that 
becomes ineligible for processing, in accordance with the provisions of 
Rule 7, Section 10. 

 
4. ALLOCATION OF LOSSES ARISING FROM ITALIAN DIVIDEND 
 PROCESSING AND VOLUNTARY EVENTS 
 
Any loss and associated costs (including any penalty charges and tax losses) 
incurred by the Corporation as a result of its holding a Box or Custody 
Position (i) in an Italian equity security over the Record Date for any dividend 
payable on such security, or (ii) in any other Eligible Instrument undergoing a 
Voluntary Event on either the Acceptance End Date, the Deposit Date or, with 
respect to a rights offering, the Subscription Expiration Date (as applicable in 
accordance with the terms of the offer) (for ease of reference, referred to as 
the “Expiration Date”), will be allocated to Failing Short Participants as 
described below.  Such allocated losses and associated costs will be charged 
and billed to the affected Participants on a monthly basis. 
 
Italian Dividend Losses.   The Record Date for the dividend event on which 
the loss occurred shall be “Calculation Date”.  All Participants who have had 
an outstanding Failing Short Position in any Italian Eligible Instrument over a 
dividend Record Date at any time during the three months prior to the 
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Calculation Date (the “Calculation Period”) 15 shall be allocated a portion of 
the loss, using the settlement value of the Failing Short Positions at close of 
business on each such Record Date occurring during the Calculation Period.  
Each Failing Short Participant’s share of the loss shall be equal to A times (X / 
Y), where: 
 
A= the relevant loss and associated costs; 
X= the Failing Short Participant’s aggregate settlement value of all its Record           
Date fails during the Calculation Period; and  
Y=the sum of the aggregate value of all Failing Short Participants’ fails over all 
Record Dates occurring during the Calculation Period.  
 
The following is an example of loss allocation of EUR100,000 to those 
Participants failing at cob Record Date in Italian cash dividend events over the 
Calculation Period: 
 
Loss EUR: 100,000.00
Record date: 22/02/08 (3 month calculation period, from: 22/02/2008 to 22/11/2007)

Participant Fail Value @cob R/D Event type Record date Isin Line % Value EUR of loss
Participant 1 10,000,000.00 ITL DIV 07/02/2008 IT0000064482 25 25000
Participant 2 2,000,000.00 ITL DIV 07/01/2008 IT0000064482 5 5000
Participant 3 12,000,000.00 ITL DIV 30/11/2007 IT0003087504 30 30000
Participant 4 3,000,000.00 ITL DIV 14/02/2008 IT0000125338 7.5 7500
Participant 5 2,000,000.00 ITL DIV 14/01/2008 IT0000310336 5 5000
Participant 6 7,000,000.00 ITL DIV 13/12/2007 IT0000946652 17.5 17500
Participant 7 4,000,000.00 ITL DIV 22/02/2008 IT0000064482 10 10000
Participant 8 10,000,000.00 ITL DIV 30/08/2007 IT0000064554 0 0

Total EUR 40,000,000.00 100 100,000.00
Participant 8 will not have any loss penalty applied as the time they failed was more than the three month period applied.  
 
Voluntary Event Losses.  For this purpose, the respective Expiration Date for 
the Voluntary Event on which the loss occurred shall be “Calculation Date”. 
All Participants who have had an outstanding Failing Short Position on the 
applicable Expiration Date in any Eligible Instrument that has undergone a 
Voluntary Event at any time during the three months prior to the Calculation 
Date (the “Calculation Period”)12 shall be allocated a portion of the loss, 
using the settlement value of the Failing Short Position at the close of 
business on each such Expiration Date during the Calculation Period.  Each 
Failing Short Participant’s share of the loss shall be equal to A times (X / Y), 
where: 
 
A= the relevant loss and associated costs; 
X= the Failing Short Participant’s aggregate settlement value of all its 
Expiration Date fails during the Calculation Period; and 
Y= the sum of the aggregate settlement value of all Failing Short Participants’ 
fails over all Expiration Dates occurring during the Calculation Period. 
 
In performing this calculation, Participants should note that if the currency 
applicable to the Voluntary Event in which the Corporation incurred the loss is 
                                                 
15 Or such shorter period of time from the Corporation’s go live date, if applicable. 
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different from the currency applicable to the other Voluntary Events in which 
the Failing Short Participant had outstanding fails over an Expiration Date 
during the Calculation Period, the Corporation will apply a currency 
conversion to the former, using the foreign exchange rate applicable on the 
Calculation Date.   
 
The following is an example of a loss allocation for a loss for EUR100,000 to 
those Participants failing in Voluntary Events over an Expiration Date at any 
time during the Calculation Period: 
 
Loss EUR: 100,000.00
Expiration date: 22/02/08 (3 month calculation period, from: 22/02/2008 to 22/11/2007)

Participant
Fail Value @ expiration 

date Event type
Expiration/Acceptance 

end date Isin Line % Value EUR of Loss
Participant 1 10,000,000.00 Tender offer 07/02/2008 GB0031348658 25 25000
Participant 2 2,000,000.00 Rights Subscription 07/01/2008 IT0000064482 5 5000
Participant 3 12,000,000.00 Tender offer 30/11/2007 NO0003087504 30 30000
Participant 4 3,000,000.00 Tender offer 14/02/2008 FR0000125338 7.5 7500
Participant 5 2,000,000.00 Rights Subscription 14/01/2008 SE0000310336 5 5000
Participant 6 7,000,000.00 Tender offer 13/12/2007 AT0000946652 17.5 17500
Participant 7 4,000,000.00 Tender offer 22/02/2008 IT0000064482 10 10000
Participant 8 10,000,000.00 Tender offer 30/08/2007 0

Total EUR 40,000,000.00 100 100,000.00
Participant 8 will not have any loss penalty applied as the time they failed was more than the three month period applied.  
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Appendix A to Procedure IV:  Glossary 
 
Key Dates referred to in this Procedure 
 

• Acceptance End Date: The final date election instructions may be 
submitted to participate in a voluntary event. 

• Acceptance Start Date: Start of the period during which election 
instructions may be submitted to participate in a voluntary event. 

• Bank Deadline: The final date and time a Settlement Agent accepts its 
customers’ elections to participate in a voluntary event. 

• Deposit Date: For Voluntary Offers which allow for elections by the 
Acceptance End date of positions that have not yet settled, the date by 
which the settled position must be delivered to the offeror or its agent. 

• Ex-Date: The day the underlying security begins trading without the 
current announced distribution entitlement accruing to the buyer. 

• Last Qualifying Trade Date and Last Qualifying Settlement Date:  
Dates established by the Corporation for Corporate Action event 
liability protection in accordance with the terms of the Voluntary Event 
offer. 

• Market Deadline: The time on the Acceptance End Date the Relevant 
Securities Depository or Issuer or Issuer’s agent stops accepting 
elections. 

• Pay Date or Payment Date: Date on which entitlements are 
distributed. 

• Record Date: The day the issuer/registrar captures position for 
determining holders entitled to receive a distribution. 

• Subscription Date: In the case of rights, the last date for delivery of 
subscription instructions, rights and subscription proceeds to purchase 
underlying shares. 

• Subscription Expiration Date: The last day a holder of rights may 
exercise such rights to purchase shares of the underlying stock at the 
subscription price. 
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Appendix B to Procedure IV:  Liability/Protection Procedures in the 
UK/Ireland: CREST ACON Procedures 

 
 
For Voluntary Events which settle through Euroclear UK & Ireland (Crest), the 
Crest ACON process will be used. For the convenience of Participants, this 
Appendix outlines the ACON process, and Participants’ respective rights and 
responsibilities vis-à-vis the Corporation.  This summary is subject in all 
respects to the applicable rules and procedures of Crest, as may be in effect 
from time to time.  Participants (and their Settlement Agents) are responsible 
for compliance with Crest procedures, and advising themselves of any 
changes in such procedures. 
 

• As with all clearance obligations created and distributed to Participants 
by the Corporation, Participants or their Settlement Agents must match 
settlement instructions in Crest with the Corporation’s Settlement 
Agent. ACON instructions may only be submitted on matched 
transactions. 

 
• Any events that are not supported by the Crest ACON process will 

automatically receive the default option and no liability notices will be 
accepted by the Corporation.  Failing Short Participants will be 
accountable for the event based upon the default option. 

 
• A Failing Long Participant (or its Settlement Agent, as applicable) 

enters, via Crest ACON, a liability for the number of shares the 
Participant wishes to lodge in acceptance of the offer, indicating the 
payout option (if any) desired. 

 
• The Corporation’s Settlement Agent will match the valid ACON 

instruction with the Failing Long Participant and submit, within good 
time, an offsetting liability or liabilities into ACON against the applicable 
Failing Short Participants.  The Corporation’s Settlement Agent will 
also, on behalf of the Corporation, reduce the settlement priority of the 
original scheduled delivery that the Corporation is failing to deliver at 
end of day on contractual settlement date (if the transaction remains 
unsettled) or on the Crest ACON deadline, whichever is earlier.   

 
• Upon receipt of an ACON liability instruction, the Failing Short 

Participant should reduce the settlement priority of the transaction at 
end of day on contractual settlement date (if the transaction remains 
unsettled) or on the Crest ACON deadline, whichever is earlier.  Failure 
to do so may result in settlement of a 'protected' trade, in which case 
the Corporation may reject or return that position to the Failing Short 
Participant, and the Failing Short Participant will still retain liability even 
if they settle the “failed” transaction after an instruction has been 
received. 

 
• Upon receipt of a liability instruction, the Failing Short Participant 

should also immediately match the instruction in ACON.  This ensures 
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that Crest will automatically transform the transaction into the desired 
entitlement. 

 
• An instruction should not be input by a Failing Short Participant unless 

it is to match an instruction received from the Corporation’s Settlement 
Agent. 

 
• This process results in retransmission of liability for the desired 

entitlement from the Long Participant through the Corporation to the 
Short Participant. 

 
 
Timing 
 

• In the UK and Ireland, the deadline for “buyer protection” via the ACON 
process is generally one day prior to the issuer Acceptance End Date.  
As a result, the Corporation’s Participants will not be able to pass 
liability for any transactions with an intended settlement date later than 
the ACON deadline, including those trades intended to settle on Issuer 
Acceptance date. 

 
• An ACON instruction will only be valid and applicable if it is input on or 

before the ACON instruction deadline and if the intended settlement 
date of the transaction is on or before the ACON instruction deadline 
date. 

. 
• The deadline for submission of an instruction is generally 11:00 a.m. 

one business day prior to the market deadline on Acceptance End 
Date.  However, Participants should note the exact deadline 
communicated within the Crest KCAP message.  Instructions received 
after this time will only be processed by the Corporation’s Settlement 
Agent on a reasonable endeavours basis, after which the instruction 
will be rejected. 

  
• Instructions received by the deadline may be allocated by the 

Corporation’s Settlement Agent up to one-hour after the ACON 
deadline.  The receiver(s) of this instruction (the Failing Short 
Participant(s)) is obliged to protect the desired entitlement. 

 
• “ACODs”, the deletion of an ACON, have the same deadlines as 

ACONs. 
 
 
Transactions remaining unmatched at Crest 
 
A Failing Short Participant that has failed to match its settlement obligation will 
still be potentially liable for the results of the Corporate Action in accordance 
with the Corporation’s Rules. Participants are reminded that they are 
obligated to take appropriate action to timely match their settlement 
obligations, and they shall be liable to the Corporation for any losses resulting 
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from their failure to do so.  Any such liability that cannot be processed through 
the ACON process shall be transmitted to Failing Short Participant(s) by the 
Corporation, and the Corporation shall reflect the transformation of the failing 
Settlement obligations as may be required by terms of the relevant offer.  
 


