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Introduction

In relation to the definition of a common European Communications Protocol to
eliminate Giovannini Barrier 1, SWIFT published a consultation paper on January 5"
2005.

The consultation period officially closed on April 15" 2005. In the interests of adhering
to the principle of inclusiveness established at the start of the consultation process,
extensions to this deadline were granted to a number of organisations for whom the
original deadline proved to be problematic.

The final submission was received on May 10" 2005.
The purpose of this paper is four fold:

1. Tosummarise the response profile, i.e. what sort of organisations responded and
from where

2. To share the opinions provided by the organisations that responded to the
consultation questions

3. To share a high level analysis of the consensus derivable from the responses to
these questions

4. Outline the proposed next steps

1. Response Distribution
A total of 70 physical submissions were received, broken down as follows:

1. Responses were received from organisations domiciled in 21 of the 25 EU states.
The 4 states from whom no submissions were received are Cyprus, Czech
Republic, Hungary and Portugal.

2. Responses were received from organisations domiciled in 30 countries globally.
In addition to the 21 EU states, Australia/New Zealand (combined as the response
was a combined response from the AU/NZ NMPG), Hong Kong, India, Japan,
Norway, Singapore, South Africa, Switzerland and United States.

3. The division of responses by country and respondent type is shown in Appendix
1. To interpret this table correctly, the following facts must be borne in mind:

a. Single submissions received from certain Infrastructures and
Representative Organisations explicitly state that the contents cover a
number of geographies or market sectors. Example of this multiple
coverage include Clearstream’s single submission representing the
collective view of the Deutsche Borse Group (Clearstream ICSD,
Clearstream Frankfurt, Clearstream Luxembourg and Deutsche Borse) and
the joint submission by the Austrian NMPG and the Austrian CSD, OeKB.
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b. Certain organisations have been categorised as ‘Pan European’. These are
primarily Financial Institutions with significant operations in more than
one EU state, e.g. ABN Amro and Citigroup, or Organisations
representing multiple cross border entities, e.g. ISSA and ISITC Europe.

2. Response content

The response content relevant to each question within the Consultation Paper is
summarised in this document. Where permission to identify the responder has been
given, they are identified. Content from those organisations from whom such permission
was not secured is also included but anonymously. Each anonymous response appears at
the end of the section relevant to their organisation type.

Institutional identities have been replaced with tags RESPONDENT A, RESPONDENT
B etc. In each case, RESPONDENT A etc always refers to the input from the same
institution.

The full responses from organisations agreeing to be identified will be made available via
swift.com during July, 2005.

3. High level trends

The appendices to this report contain the detailed analysis of responses to each question.
However, at a high level, areas where industry consensus appears to have been reached
include:

Protocol Scope:

Diagram 1: Securities Eco-system
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- The majority (53%) of respondents explicitly agree that the scope (below
line 1 in Diagram 1 above) as defined is either appropriate or too narrow.

- Amongst practitioners, the support is more overwhelming with 79% of
responding EU Financial Institutions and 70% of responding Clearing &
Settlement Infrastructures explicitly agreeing that the scope as defined is
either appropriate or too narrow.

- Only 18% of respondents believe it to be too broad.

- A significant proportion of respondents believe the solution should be
phased for successful implementation

Protocol framework:
Diagram 2: The proposed protocol framework

Participant A Participant B

Messaging B Messaging

Network

- A clear overall majority 81% of respondents (93% of responding EU
Financial Institutions and 80% of responding Clearing & Settlement
Infrastructures) explicitly believe the 9 element framework to be
appropriate to the creation of a protocol

Minimum baseline:

- 67% (87% of responding EU Financial Institutions and 71% of
responding Clearing & Settlement Infrastructures) of all respondents
agree with the minimum baseline laid out in the Consultation Paper.

Performance standards:

- 80% (93% of responding EU Financial Institutions and 89% of
responding Clearing & Settlement Infrastructures) of all respondents
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agree with the need for performance standards for the delivery of
protocol services

Data standards compliance:

- 78% (87% of responding EU Financial Institutions and 80% of
responding Clearing & Settlement Infrastructures) of all respondents
agree that the Clearing & Settlement market space should operate a
mandatory compliance window for communication standards, i.e. all
participants should use the same standard and tight version control is
required. 40% of respondents believe this window should be at least 12
months long to allow for migration planning and budgeting.

Independent Accreditation:

- 81% (93% of responding EU Financial Institutions and 67% of
responding Clearing & Settlement Infrastructures) of all respondents
agree with the need for independent accreditation of suppliers of
communication services

- 38% believe this accreditation should be done by an “independent” body
Traffic policing:

- 73% (86% of responding EU Financial Institutions and 78% of
responding Clearing & Settlement Infrastructures) of all respondents
agree that the providers of communication services should police the
format of traffic before it is sent, i.e. ensure compliance with the
established data standard.

- 25% of respondents believe this should be an optional service
Traffic security:

- 62% (69% of responding EU Financial Institutions and 50% of
responding Clearing & Settlement Infrastructures) of all respondents
agree that the levels of security defined in the Consultation Paper are
appropriate to business critical and binding communication

Business vs system interoperability:

- Whilst 61% (60% of responding EU Financial Institutions and 60% of
responding Clearing & Settlement Infrastructures) agree that 2 goals are
necessary, prevailing opinion is that business interoperability
(harmonisation) is outside of the scope of the removal of Barrier 1.

- 58% of respondents believe 2 years or longer to implement system
interoperability
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Standards coexistence:

- 89% (93% of responding EU Financial Institutions and 75% of
responding Clearing & Settlement Infrastructures) of all respondents
agree coexistence is inevitable

- 24% believe coexistence should be for a limited duration

- 41% (60% of responding EU Financial Institutions and 50% of
responding Clearing & Settlement Infrastructures) explicitly referred to
the need to leverage their current 15022 investment

Areas where significant work remains to be completed include:
Minimum baseline:

- Clarity is required around a number of key issues such as applicable
levels of security, mandatory messaging service elements etc

Performance standards:

- Full definition cannot occur until all elements have been accurately
defined

Mandatory outsourcing

- Ambiguous framing of the original question means the information
provided by the responses is inconclusive

Independent accreditation:

- Although the industry seems to be in general agreement about the need
for this type of service, it is unclear how this service can be provided and
by whom

Traffic policing:

- Whilst it seems policing of format is desirable, it is unclear if this should
be optional or mandatory and what the implications of format testing
failure should be

Traffic security:

- A detailed matrix of the mandatory levels of security for each type of
communication and clear guidelines for the categorisation of
communication flows need to be agreed

Business vs system interoperability:
- Determine milestones and deadlines for system interoperability
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Incentives for change:
- Information on this topic was inconclusive

4. Next Steps

A key point made by a significant number of respondents was that the principles
originally identified in the Consultation Paper must be maintained. These principles are:

- Leverage
- Inclusivity
- Neutrality
- Openness

In order to maintain Neutrality and Openness, the next phase of the identification of the
detail of the European Communication Protocol will be carried out under the auspices of
an Independent Advisory Group.

Independent Advisory Group:

This concept was discussed and fully supported at the CESAME meeting held in Brussels
on June 10™. This Independent Advisory Group (IAG) will meet to discuss and agree the
detail of the protocol where no clear direction was provided by the results of the
Consultation. An example of where the IAG will input to the final recommendation
would be in the context of Service Accreditation. The results of the Consultation show
overwhelming support (81% of respondents agree) for the concept but no consensus on
who should provide the accreditation. The IAG will agree a definition of how a Service
Provider accreditation process should work and which organisation[s] should carry out
the accreditation.

IAG Membership:
The membership of this group will be drawn up based on 2 criteria:
1. The organisation must be represented on CESAME
2. The organisation must have responded to the original Consultation Paper

It is planned that this group will be Chaired by a G30 representative ensuring neutrality is
preserved and also facilitating liaison with G30 to ensure congruency is maintained with
that global initiative

An exception to Criterion 1 has been agreed and that is the inclusion of key relevant
industry bodies without representation on the CESAME committee. These are FPL,
ISSA, SMPG and SWIFT ISO Standards.

Invitations to sit on this group were issued at the beginning of July. The dates of the
proposed IAG meetings have been agreed as:
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19" July

3" August

23" August
12" September
Draft proposal:

It is intended to produce a draft proposal of the final protocol in Q4 of 2005 for a second
round of industry consultation. This will take the form of an opportunity to comment on
the detail agreed by the Consultation and the IAG. The industry should consider the
‘implementability’ of the recommendation and provide feedback on elements considered
to be ‘showstoppers’.

Final recommendation:

Where appropriate, changes will be made to the draft recommendation during Q1 with
the intention being to publish a final recommendation at the end of Q1 2005.

Record of changes to document

July 2005: Version 3 of consolidated summary published on swift.com

8™ August 2005: Analysis section split from Appendices of original summary to
facilitate download handling.

Additional comments added in to Appendices at request of respondents amended
statistics as follows:

CME comment on validity of scope: Page 5, 71% overall agreement reduced to 70%
overall agreement

CME comment on validity of 9 element model: Page 5, 17% of “scope too broad”
increased to “18% scope too broad”.

Analysis re-published on swift.com.
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