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I. Scope :

This document is the final market practice for the use of place of safekeeping. 

Place of safekeeping is a very important field when, for instance, a custodian services, on behalf of the account owner, multiple places of safekeeping for a same security. When the account owner has the choice to hold the securities where he wants, it is crucial for the account servicer to know where his client wants to receive (or deliver from, in case of split holdings) the securities he as traded. In other words, it is critical for the account servicer to know what settlement details the account owner’s trader has provided to the counterparty. Not providing such info could lead to mismatches, especially in cross-border scenarios.

On another hand, many account servicers will not require (or will not allow) the use of the place of safekeeping field. Everything will depend on:

· The service level agreement between the account owner and servicer (split holdings allowed or not, multiple agents on the same market, etc.)

· The account servicer place of safekeeping policy (Is the account owner allowed to keep a security where he wants, etc.)

· The message receiving institutions’ account structure (“one account = one place of safekeeping” relationship)

· Standing instructions existing at account servicer level

· Etc.

II. Background :

The place of safekeeping field was requested in 1999 in order for institutions to be able to cope with instructions involving different CSDs. The request mainly came from global custodians confronted to clients holding the same securities in different places.

The field was requested in 2000 to be available for release 2001.

The use of this field was first briefly discussed at the Madrid SMPG meeting in November 2000. Usage examples were first made available in the first draft of the place of settlement market practice (PSET version 1.1 to 1.4). 

At the Boston SMPG meeting of March 2001, there were discussions on how exactly use the place of safekeeping field. It was therefore decided to make 2 separate documents, one for place of settlement (which was final) and one for place of safekeeping (to be discussed at national level before being finalised at the Brussels SMPG meeting in June).

At the Brussels SMPG meeting in June 2001, some further clarifications were requested. The illustrations were apparently not clear enough on the fact that, when special arrangements exist, there was no necessarily the need to provide the place of safekeeping info. The present document reflects those concerns.

The present document has been approved in December 2001.

III. Definition :

In a settlement instruction, place of safekeeping is the place (CSD or custodian) where, to the fund manager’s knowledge, its securities are or should be kept (before settlement of a delivery or after settlement of a receive instruction).

Unless special arrangements exist between the account servicer and the account owner, its is recommended to use the place of safekeeping field following the market practice described below:

A. :94F::SAFE//NCSD/

A NCSD’s BIC will be used for domestic and NCSD to NCSD settlement instructions. See examples A1a, A5a, B1a and B5a (see also additional examples).

B. :94F::SAFE//ICSD/

An ICSD’s BIC will be used for ICSD internal, ICSD/local and ICSD to ICSD settlement instructions, independently from the fact the ICSD eventually holds the securities at a National CSD. See examples A1a, A5a, B1a and B5a (see also additional examples)

C. :94F::SAFE//CUST/

Applicable, for instance, when the account servicer is a global custodian and provides the account owner with a position reporting at global custodian’s agents’ level. The fund manager would therefore mention, as a place of safekeeping, the BIC of the global custodian’s agent on the market.

D. Field not present:

Absence of place of safekeeping will mean:

· The place of safekeeping is known of the global custodian (SLA, account structure, ETC. See chapter I. Scope).

· The place of safekeeping is the counterparty’s place of settlement field 95P::PSET//. The transaction is therefore domestic (to an NCSD) or internal to an ICSD. 

Illustrations :

The market practice document will illustrate, in a table, how the place of safekeeping field should be used in different scenarios, in combination with the place of settlement. All the possible scenarios will probably NOT be described, as the way institutions operate is very different and difficult to summarise in a definite number of examples. 

To simplify the illustration, all the scenarios will have a same context of relationship between the fund manager and receiver.  

· We will assume the message sender is a fund manager.

· We will assume the message receiver is a global custodian.

· The SLA between the fund manager and the global custodian states that the fund manager is allowed to hold the same security at different CSDs as long as the security is eligible at those places.

· The fund manager’s account does not help the global custodian to identify the place of safekeeping.

· There is no standing instruction in place at the global custodian for any of the fund manager’s instructions.

Consequently, the global custodian requires the fund manager to provide the place of safekeeping field.

If a special arrangement (concerning the place of safekeeping to be used by the global custodian) exists for one of the scenarios, PLACE OF SAFEKEEPING FIELD SHOULD NOT BE PRESENT.

The scenarios illustrated will be:

A. DELIVERY

1a. 
Domestic transaction with NCSD

1b.
Domestic transaction with CUST

2.
Internal ICSD

3.
ICSD / local

4.
CSD to CSD transaction (ICSD1/ICSD2)

5a.
CSD to CSD transaction (NCSD1/NCSD2) with NCSD

5b.
CSD to CSD transaction (NCSD1/NCSD2) with CUST 

Additional examples of the above scenarios

6a.
Split holding situation with XCSD (1a, 2, 3, 4, 5a)

6b.
Split holding situation with CUST (1b, 5b)

7a.
Holding realignment situation with XCSD

7b.
Holding realignment situation with CUST

B. RECEIVE

1a. 
Domestic transaction with NCSD

1b.
Domestic transaction with CUST

2.
Internal ICSD

3.
ICSD / local

4.
CSD to CSD transaction (ICSD1/ICSD2)

5a.
CSD to CSD transaction (NCSD1/NCSD2) with NCSD

5b.
CSD to CSD transaction (NCSD1/NCSD2) with CUST 

E. DELIVERY:


Scenario Description
Place of safekeeping
PSET
Additional comments

1a
Domestic transaction with NCSD:

Fund manager instructs global custodian to deliver securities kept at NCSDXX11 to counterparty receiving at NCSDXX11.
(
:95P::PSET//NCSDXX11
This scenario also includes deliveries from a NCSD to a counterparty receiving his securities through an ICSD (see Place of settlement MP).

1b
Domestic transaction with CUST: 

Fund manager instructs global custodian to deliver securities kept at global custodian’s sub-custodian CUSTXX99 (agent on NCSDXX11) to counterparty receiving at NCSDXX11.
(
:95P::PSET//NCSDXX11
The use of code CUST in this example would, for instance, be due to the fact the fund manager would only be reported on positions at sub-custodian level and not at CSD level.

This scenario also includes deliveries from a NCSD to a counterparty receiving his securities through an ICSD.

2
Internal ICSD:

Fund manager instructs the global custodian to deliver securities kept at ICSDXXAA to a counterparty receiving at ICSDXXAA
(
:95P::PSET//ICSDXXAA


3
ICSD / local:

Fund manager instructs the global custodian to deliver securities kept at ICSDXXAA to a counterparty receiving at NCSDYY22
:94F::SAFE//ICSD/ICSDXXAA
:95P::PSET//NCSDYY22


4
CSD to CSD transactions (ICSD1/ICSD2) 

Fund manager instructs the global custodian to deliver securities kept at ICSDXXAA to a counterparty receiving at ICSDYYBB
:94F::SAFE//ICSD/ICSDXXAA
:95P::PSET//ICSDYYBB


5a
CSD to CSD transactions (NCSD1/NCSD2) with NCSD:

Fund manager instructs the global custodian to deliver securities kept at NCSDXX11 to a counterparty receiving at NCSDYY22
:94F::SAFE//NCSD/NCSDXX11
:95P::PSET//NCSDYY22


5b
CSD to CSD transactions (NCSD1/NCSD2) with CUST:

Fund manager instructs receiver to deliver securities kept at global custodian’s sub-custodian CUSTXX99 (agent on NCSDXX11) to a counterparty receiving at NCSDYY22
:94F::SAFE//CUST/CUSTXX99
:95P::PSET//NCSDYY22
The use of code CUST in this example would, for instance, be due to the fact the fund manager would only be reported on positions at sub-custodian level and not at CSD level.

Additional examples of the above scenarios (1 to 5)

6a
Split holding situation with XCSD (1a, 2, 3, 4, 5a):

Fund manager keeps the same security in 2 places (NCSDXX11 and ICSDYY22). He  instruct the global custodian to deliver the lot  kept at NCSDXX11 to a counterparty receiving at NCSDXX11
(
:95P::PSET//NCSDXX11
The same split holdings scenario could exist:

· with other places of safekeeping 

· for deliveries to counterparties on other places of settlement (any combination of scenarios a. of 1 to 5)



6b
Split holding situation with CUST (1b, 5b):

Fund manager keeps the same security at 2 global custodian’s sub-custodians (CUSTXX99 and CUSTYY88). He  instructs the global custodian to deliver the lot  kept at CUSTYY88 (agent on NCSDYY22) to a counterparty receiving at NCSDXX11
:94F::SAFE//CUST/CUSTYY88
:95P::PSET//NCSDXX11
The use of code CUST in this example would, for instance, be due to the fact the fund manager would only be reported on positions at sub-custodian level and not at CSD level.

The same split holdings scenario could exist:

· with other places of safekeeping 

· for deliveries to counterparties on other places of settlement (any combination of scenarios b. of 1 to 5)

7a
Holding realignment situation with XCSD

Fund manager keeps the security at NCSDYY22 but informs his counterparty he will deliver from ICSDXXAA. He  instructs the global custodian to deliver the securities from ICSDXXAA to the counterparty receiving at ICSDYYBB
:94F::SAFE//ICSD/ICSDXXAA
:95P::PSET//ICSDYYBB
The global custodian will know that the securities are to be delivered from ICSDXXAA to a counterparty receiving at ICSDYYBB. Checking his client position (kept at NCSDYY22), he will also know that either he should expect a book transfer from the fund manager or, if he offers the service, he should do himself a realignment of positions.

This applies to any of the (a.) scenario 1 to 5.

7b
Holding realignment situation with CUST

Fund manager keeps the security at CUSTXX99 but informs his counterparty he will deliver from CUSTYY88, the agent of the global custodian on the YY market (NCSDYY22). He  instruct the global custodian to deliver the securities to the counterparty receiving at NCSDYY22
(
:95P::PSET//NCSDYY22
The global custodian will know that the securities are to be delivered from CUSTYY88 on the YY market to a counterparty receiving on the same market at CSD: NCSDYY22. Checking his client position (kept at CUSTXX99), he will also know that either he should expect a book transfer from the fund manager or, if he offers the service, he should do himself a realignment of positions.

This applies to any of the (b.) scenarios 1 to 5.

F. RECEIVE:


Scenario Description
Place of safekeeping
PSET
Additional comments

1a
Domestic transaction with NCSD: 

Fund manager instructs global custodian to receive securities at NCSDXX11 from counterparty delivering from NCSDXX11.
(
:95P::PSET//NCSDXX11
This scenario also includes receives at a NCSD from a counterparty delivering his securities through an ICSD.

1b
Domestic transaction with CUST: 

Fund manager instructs global custodian to receive securities via global custodian’s sub-custodian CUSTXX99 (agent on NCSDXX11) from counterparty delivering from NCSDXX11.
(
:95P::PSET//NCSDXX11
The use of code CUST in this example would, for instance, be due to the fact the fund manager would only be reported on positions at sub-custodian level and not at CSD level.

This scenario also includes receives at a NCSD from a counterparty delivering his securities through an ICSD.

2
Internal ICSD:

Fund manager instructs the global custodian to receive securities at ICSDXXAA from a counterparty delivering from ICSDXXAA
(
:95P::PSET//ICSDXXAA


3
ICSD / local:

Fund manager instructs the global custodian to receive securities at ICSDXXAA from a counterparty delivering from NCSDYY22
:94F::SAFE//ICSD/ICSDXXAA
:95P::PSET//NCSDYY22


4
CSD to CSD transaction (ICSD1/ICSD2)

Fund manager instructs the global custodian to receive securities at ICSDXXAA from a counterparty delivering from ICSDYYBB
:94F::SAFE//ICSD/ICSDXXAA
:95P::PSET//ICSDYYBB


5a
CSD to CSD transaction (NCSD1/NCSD2) with NCSD:

Fund manager instructs the global custodian to receive securities at NCSDXX11 from a counterparty delivering from NCSDYY22
:94F::SAFE//NCSD/NCSDXX11
:95P::PSET//NCSDYY22


5b
CSD to CSD transaction (NCSD1/NCSD2) with CUST:

Fund manager instructs global custodian to receive securities via global custodian’s sub-custodian CUSTXX99 (agent on NCSDXX11) from a counterparty delivering from NCSDYY22
:94F::SAFE//CUST/CUSTXX99
:95P::PSET//NCSDYY22
The use of code CUST in this example would, for instance, be due to the fact the fund manager would only be reported on positions at sub-custodian level and not at CSD level.

Page 8 of 8
Page 1 of 8

