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TRANSACTION MOVEMENT

A transaction entering ATP first has to pass certain tests. 

If the transaction has successfully passed the tests or if it is forced, the update calculated by account processor is applied to the accounts affected by this transaction, and transaction is logged.

If the transaction did not pass the tests, the transaction is logged with a corresponding failure reason. In addition, if transaction is pended, it is placed also on the pending table waiting for changes that will allow retrying the transaction.

[image: image1.wmf]Define Transaction

for Edit, Process,

Recycle

Edit Transactions

Resource Check

Apply Positions

Recycle

Transaction

Master Table,

Edit Table,

Account Table,

Activity Table

Positions

Sufficient

Positions

Output

Transaction

Reject

Retry

Transaction

Ready for ATP

Insufficient

Drop

Transaction



1. Editing

During Edit and Enrichment process, a transaction is matched against Edit Table to determine for the specified activity:

· Edit tests required 

· Edit rules.

Information from Master Tables is retrieved. It is added to the transaction and used for editing. 

If the transaction cannot pass Edit checks, it is edit rejected with a specified Edit Reject Reason, and logged. 

2. Resource Checks

After Editing and Enrichment, a transaction has to pass Resource Checks

ATP matches the transaction against the account-processing table to determine for the specified activity:

· Accounts that should be tested for sufficient position for this transaction

· The order in which the accounts should be tested for sufficiency

· Instructions for shares usage

· Actions taken in case of insufficient position.

The specified accounts are retrieved from position tables.

Available resources are calculated.

Resources are tested in the following order:

1. Positions, 

2. Collateral, 

3. Net Settlement Account

4. RTGS 

If the transaction does not pass resource sufficiency checks, the Account Processing Table specifies which of the following actions should be taken against the transaction:

· Pend. 

The transaction is added to the corresponding Pend table. 

The transaction is logged with a Pend Reason specified

· Drop

The transaction is only logged with a Drop Reason specified.

· Force

The transaction is completed

The affected accounts are updated

The transaction is logged.

3. Transaction passed the tests. Apply positions.

If the transaction passed edit and resource checks and can be completed, or if the transaction is forced, ATP again matches the transaction against the Account Processing Table to determine for the specified activity:

· Accounts that should be updated for this transaction

· Instructions for shares usage

· The type of actions to be taken against the accounts. 

Updates are applied to the affected accounts. 

The transaction is logged.

Apply to NA Account.

DTCC maintains positions in securities for its depositors. 

These positions may be encumbered, as those that are pledged, or free.

The free positions are known in ATP as the NA (Net Additions) account and the MA (Minimum Amount) account. The difference between the NA and MA is that NA is used to support the collateral that the participant has with DTCC, while the MA account is not.

Movements to and from the free accounts occur when shares are received or delivered between participants, when shares are deposited to or withdrawn from DTCC, and when shares become encumbered or released from any encumbrance 

Account Processing Table states which action is to be applied to NA account for the activity.

Shares are subtracted from NA account (action ‘-‘)

For transactions that have to take shares from the participant’s NA account, shares needed to make the transaction are subtracted from NA account. If there are insufficient shares in a participant’s NA account, with permission from the account processor table, shares from the MA account are first moved to the NA account, and then transaction shares are subtracted from NA. (The collateral value of moved MA shares will be added to the participant’s collateral account).

If the deliverer has the Received Versus Payment (RVPNA) shares may be also subtracted from his RVPNA account. 

Deliverer’s NA = NAbefore + MA moved_ to_ NA – Delivered shares

Shares are added to NA account (action ‘+‘)

· Valued shares received are added to the NA or MA account as defined by the participant in the DTCC Master Tables.  

· Free shares received are added to NA account

· Shares released from the pledge account are added to the participant’s NA or MA account as defined by the participant in the DTCC Master Tables.  

· NA increase initiates retrying transaction recycling for shares. 

Apply to MA Account.

Account Processing Table states which action is to be applied to MA account for the activity.

Shares are subtracted from MA account (action ‘-‘)

For transactions that have to take shares from the participant’s MA account, shares needed to make the transaction are subtracted from MA account. 

If there are insufficient shares in a participant’s NA account, with permission from the account processor table, shares from the MA account are first moved to the NA account, and then subtracted from NA. (The collateral value of moved MA shares will be added to the participant’s collateral account).

Deliverer’s MA = MAbefore-  - MA moved_ to_ NA
Shares are added to MA account (action ‘+‘)

· Valued shares received are added to the NA or MA account as defined by the participant in the DTCC Master Tables.  

· Free shares received are added to NA account

· Shares released from the pledge account are added to the participant’s NA or MA account as defined by the participant in the DTCC Master Tables.  

· MA increase initiates retrying transaction recycling for shares. 

Apply to RVPNA Account

RVPNA stands for Received vs. Payment shares.  It is a notational account, i.e., the shares in this account are also in the participant’s NA or IPONA account.  This account applies to securities that were received in this processing cycle (i.e., today) in a transaction for which the receiving participant paid money through DTCC.  

· In the normal case, where the minor participant to the transaction is receiving shares, the shares being received are added to the minor participant’s RVPNA account when the transaction is a valued transaction. 

· In the normal case, where the major participant is the deliverer, shares are subtracted from the RVPNA account after shares in the NA account that are not also in the RVPNA account are used when the transaction is a free non-MMI transaction

· In the normal case, where the major participant is the deliverer, shares are not subtracted from the RVPNA account when the transaction is a free MMI transaction

· In the normal case, where the major participant is the deliverer, shares are subtracted from the RVPNA account before shares in the NA account that are not also in the RVPNA account are used when the transaction is a valued transaction

· For transactions whose purpose is to transfer shares between participants in the same collateral group, only shares coming from the deliverer’s (major’s) RVPNA are added to the receiver’s (minor’s) RVPNA account.

Major participant:

Subtract shares

For a major participant, if Account Processing Table states that shares have to be subtracted from RVPNA account for this transaction, then following update is applied to the RVPNA position:

1) If Account Processing Table states that it is unconditional update, shares are subtracted from RVPNA

2) If it is stated as conditional update, then:

· For valued deliveries, the shares are always taken first from RVPNA part of NA account. 

· For free non-MMI deliveries, non-RVP part of NA position and MA shares are used first, and then the remaining needed amount of shares is taken from RVPNA 

RVPNAafter = RVPNAbefore – (Delivered Shares - (nonRVPNA+ MAmoved_to_NA)) 

· For free MMI deliveries, no update for RVPNA

Add shares

For a major participant, if Account Processing Table states that shares have to be added to RVPNA account for this transaction, then following update is applied to the RVPNA position:

1) If account Processing Table states that it is unconditional update, shares are added to RVPNA

2) If it is stated as conditional update, then:

· For free transactions, no update;

· For valued transactions, shares are added to RVPNA

· For release of reserved shares (PDA Release), RVPNA shares that have been reserved when the transaction pended for Controls are added back.

Minor participant:

Add shares

For a minor participant, if Account Processing Table states that shares have to be added to RVPNA account for this transaction, then following update is applied to the RVPNA position:

1. If account Processing Table states that it is unconditional update, shares are added to RVPNA

2. If it is stated as conditional update, then:

· For transactions between different collateral groups

i. For free transactions, no update;

ii. For valued transactions, shares are added to RVPNA

· For transactions within one collateral group, shares coming from the deliverer’s RVPNA account are added to the Receiver’s RVPNA

Subtract shares

For a minor participant, if Account Processing Table states that shares have to be subtracted from RVPNA account for this transaction, the following update is applied to the RVPNA position:

If Account Processing Table states that it is unconditional update, shares are subtracted from RVPNA

Apply to MEMOSEG Account.

ATP allows participants to establish an account of shares that will not be used for deliveries by that participant. This account does not represent an actual number of shares, as these shares will be accounted in the participant’s free accounts (NA or MA).  The number of shares in this account is subtracted from available shares when available shares are calculated

Participants can create transactions that will add, subtract, replace or zero out their MEMOSEG account.

Unless forced by the account processor table, transactions that add to or subtract from the MEMOSEG account are allowed to do so only if the participant is a bank or a broker, and if a transaction contains a ‘MEMOSEG update indicator’ which is normally set by the reason code in the ATP edit phase.

· Subtract from MEMOSEG 

Shares in the transaction are subtracted from the MEMOSEG account.  If the account becomes negative, it is zeroed out.

MEMOSEG decrease initiates retrying transaction recycling for shares.

· Add to MEMOSEG

Shares in the transaction are added to the MEMOSEG account in one of th following cases:

· The major participant is MEMOSEG eligible (for DOs with reason codes 40/99; an indicator set from the master tables in edit)

· The account processor table states that the condition is to check the source, and the source is ‘IVST’ 

· For the same day  reclaim the shares taken from MEMOSEG when the transaction was originally processed are added back into the MEMOSEG account.

· Replace the MEMOSEG account

The number of shares in the transaction replaces MEMOSEG. account.

If MEMOSEG is decreased, it initiates retrying transaction recycling for shares.

· Zero out  the MEMOSEG account

If Account processing table states that MEMOSEG account should be zeroed out in Security Exit (Activity ‘131’) for MEMOSEG, the participant’s MEMOSEG account is zeroed out 

Apply to IPO Account.

DTCC maintains positions in securities for its depositors.  For securities that are recent Initial Public Offerings (IPO) and whose shares are to be tracked by the lead underwriter to determine if other underwriters in the syndicate are ‘flipping’ position, ATP maintains a separate set of accounts.  These IPO accounts are for free and pledged shares.  The IPO accounts are IPO NA which is the equivalent to the NA account for shares that are not being IPO tracked, the IPO MA account equivalent to the MA account for shares that are not being IPO tracked, and the IPO14 account equivalent to the Pledge account for shares that are not being tracked.  

ATP uses special activity codes for transactions involved in IPO tracking.  Activity code ‘046’ is used at the end of the IPO tracking period to move position from the IPO accounts into the normal accounts.  Activity code ‘047’ moves position from one participant’s IPO account to another participant’s IPO account.  Activity code ‘048’ moves shares from a participant’s IPO account to another participant’s non-IPO account. Activity code ‘049’ moves shares from a participant’s non-IPO account to another 

participant’s IPO-account.  Activities ‘050’ and ‘052’ are IPO Pledges , free and valued. 

If the activity code is one that directs ATP to the IPO accounts, ATP checks that the DTCC master table states that the security is being IPO tracked.  If so, ATP follows the same rules for the IPO NA (free shares and used for collateral), IPO MA (free shares not used for collateral) and IPO 14 (pledged shares) as it does for the NA MA and TOT14 accounts.  

Apply to Collateral Account.

ATP maintains a collateral (Col) account by collateral group.  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. 

Most transactions can not be processed it they would make this account negative 

· If the account processor table states that the collateral value of shares moved to the NA account should be added to or subtracted from the participant’s collateral, then the collateral value of shares added should be added to or subtracted from  the participant’s collateral.

· If the account processor table states to add or subtract money from the collateral account, then money in the transaction is added to or subtracted from the collateral account

· The collateral value of securities added to the NA account is added to the participant’s collateral

· The collateral value of securities subtracted from the NA account is subtracted from the participant’s collateral

· 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.

· If the legal issuer of the security is the legal identity of the participant, the collateral value of stocks is not added to the participant’s collateral value.

· If the account processor table states that an implied MA to NA move is allowed, the collateral value of shares moved to NA account from the MA account is added to the participant’s collateral. 

· For the typical delivery, the deliverer’s collateral is decreased by the collateral value of the shares being delivered and increased by the settlement amount of the transaction.  Similarly the receiver’s collateral is decreased by the settlement amount and increased by the collateral value of the shares.  

· If the delivery is free, the transaction will reduce the collateral of the deliverer and increase the collateral of the receiver, provided that shares are coming from and going to the participants’ NA account.  

· Collateral can be affected by one-sided transactions as a deposit, withdrawal, etc.  

· Collateral increased initiates retry transactions pending for collateral.

Collateral of a deliverer =

 Collateral before the transaction + 

+ ( (MV – haircut) of shares moved from MA – 

- (MV-haircut1) of delivered shares)  (if a deliverer's SETTLEMENT PRIMARY is not equal to the CUSIP legal group participant for issuer participant number (IPN)))

+ Settlement amount 

Note for the collateral value of shares: 

A Haircut1 is the CNS haircut for the part of delivered shares that have been received today from NSCC (CNS haircut is 100% if the Market Price is less than $5, or 10% if not)

A Haircut1 is regular for other delivered shares 

The market value of securities is shares multiplied by market price

The collateral value of securities is the market value minus haircut. 

Collateral of a receiver = 

Collateral before the transaction  

+  (MV of received shares–haircut)(if the receiver's SETTLEMENT PRIMARY is not equal to the CUSIP legal group participant for issuer participant number (IPN))  -

-  Settlement amount 
Apply to Net Settlement Account

ATP maintains a Net Settlement (NS) account by collateral group.  This account contains the amount of money a participant owes DTCC or the amount of money DTCC owes the participant for today’s transactions.  This is a net account.  A positive number in this account represents money owed to the participant by DTCC at settlement.  A negative number in this account represents money the participant owes to DTCC at settlement.  

Depending on the account processor table, the amount of money in the transaction is either added to or subtracted from the participant’s net settlement account. (The account is at the collateral group level.)

Money received by a participant is added to the participant’s NS account.

Money paid by a participant is subtracted from a participant’s NS account

If money is added to the net settlement account, ATP initiates retrying transactions that are recycling for net debit cap.

NS  = NS before the transaction – Settlement amount 

ATP’s method of handling sub-accounts is simple and rather elegant.  Any transaction that will update a sub-account will have all the fields necessary to access the sub-account.  This is verified by ATP’s Edit programs.  ATP passes all the information known to it to all programs working on a transaction.  That is, every program working on a transaction has access to that entire transaction enriched from DTC’s Master Tables and ATP’s tables, all system status conditions, and any positions needed for all participants involved in the transaction.  Programs that call for a participant’s position on an account, check that position or update a position all work exactly the same if the account has and needs sub-account or not.  In fact, ATP could establish sub-accounts on an existing account, and not have to change any programs.  

The method of achieving this consistence is in the program that retrieves that position from the position database.  If the account is managed in sub-accounts this program (ATPDBMGR) takes the require fields from the transaction record and retrieve the proper sub-account.  The program that requested the account need to nothing different to get a sub-account; it just requests a balance.  The program checking the balance works with the balance returned; it is unaware if it is a sub-account or just one account for the participant, or, for that mater, just one account for a collateral group.  The program that updates the account adds to or subtracts from the balance given.  If a new sub-account is being created, e.g., a new pledge, the program that gets the balance will return a balance of zero, the program updating the balance will add shares to it.  When it is time to update the position, the program (again ATPDBMGR) will take the loan date and bank from the transaction and create a new record.

Apply to Reorg Account

If Account processing table states that Reorg account should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or added to Reorg account.

For transactions that have to take shares from the participant’s Reorg NA account, shares needed to make the transaction are subtracted from Reorg NA account. If there are insufficient shares in a participant’s Reorg NA account, with permission from the account processor table, shares from the Reorg MA account are moved to the Reorg NA account, and then shares needed for a transaction are subtracted from Reorg NA.

For transactions that add shares to the participant’s Reorg account, increase will be applied either to NA or MA account of the participant according to the Master Table indicator.

Apply to WT (Withdrawal To Transfer Agent) Account

If Account processing table states that WT account should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or added to WT account.

Apply to Call Lottery Account

If Account processing table states that Call Lottery account should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or added to the Call Lottery position

Apply to MS (Maturity Shares ) Account

If Account processing table states that MSaccount should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or added to MS account.

Apply to MO (Maturity Obligations) Account

If Account processing table states that MO account should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or added to MO account.

For MMI exits (Activity ‘022’)

· If input amount is greater than MO account, the available MO substitutes input shares.   

· If input amount are not specified, MO shares substitute input shares.   

Apply to Stock Loan Account

If Account processing table states that Stock Loan account should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or added to Stock Loan account.

If Account processing table states that Stock Loan account should be zeroed out in Security Exit (Activity ‘131’) for Stock Loan, the account is zeroed out.

Apply to REPO Account

If Account processing table states that REPO account should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or added to REPO account.

If Account processing table states that REPO account should be zeroed out in Security Exit (Activity ‘131’) for REPO account, the account is zeroed out.

Apply to Investment ID Account.

The total quantity of securities segregated from the General Free account of a firm, partner, officer, stockholder, or an omnibus account. This account is used for reporting information to the IRS about securities purchased for investment purposes.  Individual investment ID records contain Position, Serial Number, and Trade Date.

If Account processing table states that Investment ID account should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or added to the Investment ID position
If this is a new account, then Trade date supplied by a transaction is stored in the account record.

Apply to Segregated Account

This account stores the total quantity of securites segregated from the General Free account.  Individual seg records contain security, serial number and number of shares.  Only serial numbers 1 – 5 can be accessed directly by participants.  Foreign ownership (i.e., non-U.S. resident) of certain Communications and Maritime issues on deposit at must be segregated from your general free account and maintained in the “Seg 100” account until acquired by a U.S. resident.  Other serial numbers are reserved to represent positions in DTC’s legal deposit area, Out Transfer’s Hold and Bust service, and DTC’s Custody service.   

If Account processing table states that Segregated account should be decreased (action code ‘-‘), or increased (action code ‘+‘), the transaction shares are subtracted from or to the Segregated position.

Apply to Pledge Account.

The TOT14 account represents the total number of shares this participant has pledged to any number of pledgee banks for this security.  Individual pledge records record the security, number of shares, participant, pledgee bank, and loan date.

If the transaction can make, the following changes to positions are calculated 

Amount to be subtracted from RVP14:

For Free  transactions,

for Non-MMI,

Take RVP14-(TOT14-input shares) if >0

or

0 , if < 0

for MMI,


0

For non-Free   transactions

Minimum(Input, RVP14)

Amount to be added to NA: 

For non-CP


Check  Pledge > Input



If yes (enough Pledge)



 For non-IPO tracked



   Minimum (Input Shares^Pledge) will go to NA



 For IPO tracked



   Minimum(Input Shares^(Pledge-IPO14))will go to NA

Amount to be added to IPO if IPO tracked


   If (Input Shares-(Pledge-IPO14)> 0 this part goes to IPO 

Amount to be subtracted from Pledge


Input shares

If the transaction can make, the following changes to positions are calculated 

Amount to be subtracted from RVP14:

Amount to be subtracted from Pledge

Amount to be added to NA 

Amount to be added to IPO if IPO tracked

Apply to XMEMO Account.

Apply to Reserve shares Account 

Apply to RVP888 Account

Apply to L1/L2 Account
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