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Use Case Specification: Pending 

1. Retry for Position 

1.1 Brief Description

A transaction is initially pended when the delivering or receiving Participant fails some form of sufficiency check. Instead of dropping these transactions at that point, ATP holds them in a Pend file and has special processing to constantly monitor the deliverer and receiver as they receive and deliver shares and money.  

Certain changes in conditions, e.g., increase of the number of shares in a position for which transactions are pending or a cutoff that eliminates restrictions will cause ATP to review the pending file and attempt to reprocess transactions effected by the change.  

Currently the following are reasons to pend a transaction in ATP:

· Insufficient shares 

· Insufficient collateral both deliverer and receiver

· Insufficient Debit cap

· Held (e.g., Red)

· Blocked (e.g., Yellow)

· Paused

· CNS transaction for bond not multiple of a 1,000

· FIFO (First In First Out) – will be eliminated in new system

· Hold with and without blockage

           These additional reasons will be added in the new ATP system: 


· BR28.1.1 Awaiting Receiver Approval.  Transactions in this state will be treated like held transactions.

· BR43.14 Awaiting Linked Transaction(s) - this may appear as insufficient shares against the linked sub-account. 

· BR2.1.1 Awaiting acknowledgement of funds movement for Real Time Gross Settlement Transactions from the DTCC cash account.

· BR53.1 Waiting for CUSIP eligibility - MMI 

In addition to the new pend reasons, the following pend rules will be made/modified:

New rules:

·  The system will accommodate unlimited recycle cutoffs and multiple processing schedules. This is to support international markets and markets in other time zones.

·  The ability to add recycle cutoffs via a user interface.

·  The ability to add drop/pend reason code descriptions via a user interface.

·  Transactions other than CNS can be partially made if recycling for shares.

The following are the modifications to the existing pending rules:

· BR61 Receiver will be able to cancel pending transactions under any condition as deliverers are now.

· Reason code of transaction will not affect recycle priority.  All recycle priority will be controlled by IMS.

1.2 Principal Actor

1.2.1 Transaction

1.3 Supporting Actors

1.3.1 Cutoffs

1.3.2 Event Table

2. Flow of Events

The mechanism by which transactions are made pending and then recycled, involves the pending files and pending queue. When a transaction is being made pending, it is marked as pending on the internal ATP Log, and placed on a DB2 table.  There is a separate DB2 table for each reason for which a transaction can be pended, (i.e., lack of free shares, lack of pledged shares, lack of collateral, exceeds debit cap etc.) A count is kept of all the pending transactions against a position.  When an event occurs that makes it worthwhile to attempt to reprocess the transaction, it is moved to the pending queue.  Transactions recycle against specific accounts.  Thus, transactions that require shares to complete recycle against the account that will hold that shares that they need.  

Transactions that are not recycling against a specific account (e.g., Held Red, Paused) are recycled with transactions recycling for shares.  At certain cutoff times or events transactions that are still recycling and unable to complete are dropped.  

.  

2.1 Basic Flow 

2.1.1 Transaction initially pended

Before processing a transaction, ATP edits the transaction through its risk management controls.  Certain transactions that do not meet these criteria, but have a possibility of meeting the criteria later in the day are placed on a pending file.  ATP records the number of transactions pended against each position (participant CUSIP or money) in a count on the row in the position table for that CUSIP-participant-account. 

2.1.2 Event occurs so that ATP retries the transaction. 

 A pending transaction can be reprocessed several times during the day, or may be dropped when it is trying to reprocess.  Most pending transactions are pended waiting a cutoff that may make the resource for which it is pending available, e.g., if a transaction is pending for lack of shares it is waiting for the cutoff that releases reserved shares; if a transaction is pending for money, it is waiting for the cutoff that releases largest provisional net credit.  Pending transactions will be retried whenever something happens that increased the resource for which it was pended.  If there are still not enough resources to complete the transaction, it will be re-pend, unless all cutoff’s associated with that resource have been taken.  If all the associated cutoffs have been taken and there are still not enough resources to complete the transaction, the transaction is dropped.

Current cutoffs and the transactions they process are:

1. Largest Provisional Net Credit – processes transactions that have been pended for collateral or net debit cap;

2. 905 Submit – processes transactions that have been pended for collateral or net debit cap; 

3. Final Controls – processes transactions that have been pended for collateral or net debit cap;

4. Pending Delivery (PDA) – processes transactions that have been pended for shares;

5. Settlement – processes transactions that have been pended for shares, for pledges, for collateral and for net debit cap.

2.1.3 Transaction pending for shares partials  (See Partials Use Case)

Some transactions can be partly made and partly pended. For example, for some activities, if a participant has some shares, but not enough to complete the transaction, the transaction will be split in to two transactions.  BR39.1 Both deliverer and receiver of the transaction must agree that the transaction can be partially made for the transaction to be partially executed. 

ATP determines the number of available share the deliverer has.  If this number is greater than zero, but less than the number of shares in the transaction, ATP processes the transaction as two; one for the shares available and one for the remainder 

2.2 Alternative Flows

2.2.1 Retry for Collateral

A participant has collateral with DTC.  That collateral consists of the amount of money the participant has on deposit, the net balance of money owed to/from the participant for the day’s activity, the NSCC guarantee, and the collateral value (market value less haircut) of securities on deposit with DTCC that are not encumbered. Money received by a participant is added to the participant’s collateral account. Money paid by a participant is subtracted from a participant’s collateral account. Certain Transactions will not be processed if those transactions cause a participant’s collateral to become negative, or if negative, made worse.

In the new ATP system, separate Collateral Monitor Accounts will be used to support end-of-day settlement balances in each foreign currency and could be further subdivided to support settlements in different locations (i.e., time zones) in given currency.

Separate Collateral Monitor Accounts can be updated for a single transaction.  The currency of the transaction and the “home country” of the security will determine which accounts to increase and decrease.  

2.2.1.1 Transactions recycling for collateral

Testing for sufficient collateral will first be done in the CM sub-account associated with the change.  A trade in a US security settling in Yen will be permitted if the receiver has sufficient YCM.  Likewise, it will be permitted if the deliver has sufficient UCM.  

If a trade cannot be completed due to controls in the CM sub-account being decreased, DTC will attempt to move available collateral from another CM sub-account. (Attempt to reclaim or borrow collateral from another currency is documented in use case ‘Provide Collateral by Currency’)
If a transaction cannot be completed because there is not enough available collateral in another single collateral account the transaction will pend for insufficient collateral in the appropriate currency. As soon as collateral relief occurs in any other CM sub-account, the transaction will be retried (or could be, anyway).

2.2.2 Retry for Debit Cap

Debit cap is the maximum amount of money that DTC will allow a participant to owe at the end of the day.  ATP tests each transaction to determine that it will not cause a participant (at the collateral group level) to exceed its debit cap.

ATP Redesign will maintain and display debit cap by collateral group.  ATP Redesign will allow collateral groups to split their debit cap by asset class (MMI and non-MMI)

The ATP redesign will continue the tests of the current ATP with two changes: 

1. Even though net settlement amounts will be kept by currency and time zone, there will be one debit cap which will be compared to the sum of all net settlements.  The total of all debit caps converted into US dollars ecannot exceed DTC’s 1.8 billion total.    

2. Participants will be allowed to split their debit cap by asset class (MMI and non-MMI).  The reason for this is that the most common debit cap problems are caused by MMI transactions, which absorb a participant’s debit cap until off setting transactions are applied.  During this time many non-MMI transactions are blocked.  If a participant were allowed to split its debit cap, while less MMI transactions would be able to be processed immediately, the majority of non-MMI transactions would not be blocked.

2.2.2.1  Transactions Recycling For Debit Cap with Proper Indication

If a Participant has chosen to split their debit cap. Transactions must recycle against the correct asset class allocation (MMI vs. non-MMI)

2.2.2.2 A Debit Cap Consolidation event has occurred. (See Debit Cap Change by profile Use Case)

Add the debit cap from each category being combined to the debit cap of the surviving category.  If the surviving category did not exist before, create a debit cap record with the total of the debit caps being eliminated.

Read any transaction recycling against any debit cap category being combined.

Change the debit cap category of the recycling transactions to the surviving category.

Initiate retry procedures for any transactions recycling against any debit cap category affected by the combination event, i.e. those categories combined, and the surviving categories.

3. Special Requirements

4. Preconditions

Transaction has previously pended. 

5. Post Conditions

6. Extension Points

