The Registry of Securities of the Federation of Bosnia and Herzegovina
INSTRUCTION
FOR THE AFFAIRS OF ACCOUNTING, CLEARING AND SETTLEMENT 
CONCLUDED WITHIN THE TRANSFER OF SECURITIES
BASED ON THE AFFAIRS CONCLUDED 
ON THE STOCK MARKET OR ANOTHER ORDERED
PUBLIC MARKET
Pursuant to the Article 2 of the Law on the Registry of Securities (“The Official Gazette of the Federation of Bosnia and Herzegovina”, numbers 39/98, 36/99 and 33/04), Article 2, Paragraph 3 of the Rulebook on the registration and transfer of securities through the Registry of the Securities (“The Official Gazette of the Federation of Bosnia and Herzegovina”, numbers 32/99, 6/01 and 51/01), Article 43, paragraph 3 of the Rules of the Registry of the Securities in the Federation of Bosnia and Herzegovina number 04-02-NO-XIII-10487/05 of December 19, 2005 approved by the decision of the Securities Committee of the Federation of Bosnia and Herzegovina number: 04/2-19-16/06 of January 12, 2006 and Article 44 of the Statute of the Registry of Securities of the Federation of Bosnia and Herzegovina, and based on the proposal of the Board of Managers of the Registry of Securities of the Federation of Bosnia and Herzegovina put forward on the 13th Session held on December 19, 2005, the Supervisory Board of the Registry has made an 

INSTRUCTION
FOR THE AFFAIRS OF ACCOUNTING, CLEARING AND SETTLEMENT 

CONCLUDED WITHIN THE TRANSFER OF SECURITIES

BASED ON THE AFFAIRS CONCLUDED 

ON THE STOCK MARKET OR ANOTHER ORDERED

PUBLIC MARKET
1.  MEANING OF THE TERMS
1. The term Registry – means the Registry of Securities of the Federation of Bosnia and Herzegovina, Shareholders Sarajevo;
2. The term Stock market – means an association who owns an information system through which the trade of securities traded with on the stock market or another ordered marked is conducted;

3. The term CB BiH – means the Central Bank of Bosnia and Herzegovina
4. The term affair – means the affair of buying and selling securities concluded on the stock market or another ordered public market;
5. The term system member of the Registry – means the legal person for whom the Registry performs the affairs arising from a concluded contract on business cooperation and is accepted into the membership of the clearing and settlement system via a decision;
6. The term Safety fund – means the monetary assets of the member of the Registry from which the Registry fulfills the obligations of the members of the Registry system, if the said member does not fulfill them before expiration of the deadline;
7. The term net debt – means a monetary amount of obligation of the member of the Registry which is larger than the amount of claim o that member of the Registry system for a given day of trading, and that the member of the Registry system is obliged to acquit on the payment day; 
8. The term the amount of net claims – means the monetary amount of the claims of a member of the Registry system which is larger than the amount of obligations of that member of the Registry system on a given day of trading of trading, which the Registry will transfer to the member of the Registry system on the payment day;
9. The term liquidity reserve (mass) – means the amount of monetary assets that a member of the Registry system is obliged to pay as a guarantee for fulfilling the obligations arising from the concluded securities business affairs on the first business day after concluding the securities business affairs;
10. The term clearing and settlement account – means a distinct Registry account, opened at the CB BiH, used by the Registry exclusively for ensuring that the monetary obligations and claims arising from the securities business affairs concluded on the stock market are fulfilled;
11. The term payment day – means the day of meeting obligations arising from the concluded securities business affairs;
12. The term daily report – means the daily report of the Stock market on the affairs concluded on the Stock market or another ordered public market;
13. The term notification – means the notification on the accomplished accounting, clearing and settlement, or on the amount of the net debt / net claims made by the Registry for a member of the Registry system.
2.  GENERAL REGULATION
This Instruction regulates:

· the manner of accounting, clearing and settlement of monetary obligations arising from the business affairs concluded on the Stock market or another ordered public market,

· the manner of meeting commitments based on the concluded securities business affairs on the Stock market or another ordered public market,

· the procedure and manner of accomplishing the unfinished business affairs and the entered commitments arising from the concludes securities business affairs on the Stock market or another ordered public market,

· the manner of accounting, clearing, settlement and meeting commitments in the event of a mistake,

· the manner of calculating an payment of the liquidity reserve,

· the manner of accomplishing the transfer of securities from the business affairs concluded on the Stock market or another ordered public market.

The Registry offers services of accounting, clearing and settlement and meeting obligations from the securities business affairs concluded on the Stock market or another ordered public market, for the members of the system.

The object of accounting, clearing settlement and meeting commitments are all securities affairs, concluded on the Stock market or another ordered public market. 

The deadline for meeting monetary commitments and obligations of transferring securities, for all affairs concluded on the Stock market or another ordered market on a given day (T), is three business days after concluding the affair (T+3).

Fulfilling monetary obligations arising from the affairs concluded on the Stock market or another ordered public market is done through a clearing and settlement account of the Registry opened with the CB BiH.

Transfer of securities is made through the account of a member opened with the member of the Registry or through a broker account, if the member of the Registry does dealer affairs as well.

3. CLEARING AND SETTLEMENT
3.1. Data for calculating obligations and claims from securities affairs 
The Registry performs accounting, clearing and settlement of obligations based on the daily report from the Stock market.

The daily report is delivered to the Registry by an authorized person, in electronic form, no later than 15 hours on the day of trading (T+0).

After receiving the daily report, the Registry will restrict the trade of securities which were the object of the transaction on the account of the client – seller until the transfer of the securities onto the account of the client of the buyer with the member of the Registry, or no later than 13 o’clock of the third business day after concluding the securities affairs (T+3).
The daily report is delivered to the Registry in written form via registered mail.

The Registry performs accounting, clearing and settlement, meeting obligations and claims from the securities affairs no later than 9.30 hours of the following business day from the day of concluding the affair (T+1).

3.2. Manner of accounting, clearing and settlement of obligations and claims arising from the concluded securities affairs
The amount of an individual obligation of a member of the member of the Registry system is equal to the total value of purchase affairs.

The amount of an individual claim of a member of the Registry system is equal to the total value of the selling affairs.

The Registry calculates the value of the securities purchase and selling affairs for each member of the Registry system and settles all obligations of the member of the Registry system with their claims, i.e. it calculates the amount of the net debt for each member of the Registry system.

The member of the Registry system is obliged to pay the amount of the net debt no later than 12 o’clock of the second business day from the day of concluding the affair (T+2) on the stock market or another ordered public market. 
The Registry will forward the amount of the net debt to the member of the Registry who received a notification on the amount of the net debt by13 o’clock of the third business day from the day of concluding the affair on the Stock market or another ordered public market (T+3). 
4.  DETERMINING AND REMOVAL OF IRREGULARITIES
4.1. Irregularities in the work of the broker during the process of entering an order
Removing irregularities in the work made by a member of the Registry system in the process of entering an order into the Stock market trading system is made according to the manner proscribed by the Rules of the Stock market.

4.2 Irregularities in the work of the Registry in the process of clearing and settlement
The Registry makes the corrections of already calculated, cleared and settled obligations, i.e. a new accounting, of the clearing and settlement of the obligations caused by possible mistakes in the following manner:

· the irregularities determined by 9:30 o’clock of the following day from the day of concluding the affair (T+1) are taken into consideration as a whole during the process of accounting, clearing and settlement from the day of T+0.

· the irregularities determined from 9:30 hours (T+1) to 9:30 hours (T+2) do not influence the accounting of the liquidity reserve from the day T+0, but do influence the accounting of the amount of the net debt paid on T+2.
· the irregularities determined from 9:30 hours (T+2) are included as corrections in the accounting, clearing and settlement of the monetary obligations from the affairs concluded in the following period.
5. NOTIFICATION ON THE AMOUNT OF THE NET DEBT / NET CLAIMS
The Registry delivers a notification to each member of the Registry system.
5.1
Notification to the members of the Registry system
The notification is delivered to the members of the Registry system via e-mail no later than 10 o’clock of the following day from the day of concluding a business affair (T+1).

The notification contains the following data:

1. date and time of sending the notification,

2. the number of the notification,
3. the code of the member of the Registry system,
4. the name of the member of the Registry system,
5. the total value of the selling affairs,

6. the total value of the purchase affairs,

7. the amount of the net debt or net claims,

8. the deadline of fulfilling the monetary obligations,

9. the amount of a possible liquidity reserve,

10. the deadline of payment of the liquidity reserve,

11. the number of the account for clearing and settlement of the member of the Registry system with a deposit bank,

12. the number of a clearing and settlement account of the Registry with the CB BiH.
A member of the Registry system is obliged to deliver a confirmation of receiving the notification immediately after the reception of said notification. 

The confirmation contains the following data:

1. date and time of the notification,

2. code of the member of the Registry system,

3. name of the member of the Registry system,

4. the account of the member of the Registry system with a deposit bank,

5. a signature by an authorized person.

5.2. Notification to the Central Bank of Bosnia and Herzegovina
The Registry sends a notification on the expected payments on the clearing and settlement account of the Registry, as well as payoffs from that account to the CB BiH.

The notification from the previous paragraph is delivered to the CB BiH no later than 10:30 hours of the following business day (T+1) after the conclusion of the business affair.

If the on-line communication between the CB BiH and the Registry is not possible, the Registry will send a notification on the expected amount of payments and payoffs via fax or by e-mail.

The notification on the expected payments and payoffs from the clearing and settlement account of the Registry contains the following data:
· date and time of sending the notification,

· date of settlement,

· data on the members of the system who received the notification on the amount of the net debt:

· the code of the member of the Registry system,

· name of the member of the Registry system,

· the number of the clearing and settlement account of the member of the Registry system,

· the amount of an individual payment of the member of the Registry system,

· the data on the system members who received the notification on the amount of the net clams:

· the code of the member of the Registry system
· name of the member of the Registry system, 

· the number of clearing and settlement account of the member of the Registry system,

· the amount of individual payoffs to the members of the Registry system,

· the total amount of payments into the clearing and settlement account of the Registry,

· the total number of payoffs from the clearing and settlement account of the Registry.

6. CALCULATING AND PAYMENT OF THE LIQUIDITY RESERVE
6.1 The procedure of calculating and payment of the liquidity reserve
The liquidity reserve is the difference of the amount of the net debt of all members of the Registry system and 30% of the value of part of the Safety fund, consisting of basic payments of all members of the Registry system and additional payments of the members of the Registry system for which the calculation of the liquidity reserve is being made.

If the amount of the net debt of a member of the Registry system is larger than 30 % of the value of a part of the Safety fund, the said member is obliged to pay the amount of the liquidity reserve on the clearing and settlement account of the Registry, no later than 12 o’clock of the following business day from the day of concluding the affair on the Stock market or another ordered public market (T+1).

The Registry calculates the amount of the liquidity reserve no later than 9:30 hours of the following business day from the day of concluding the business affair (T+1). The notification on the amount of the amount of the liquidity reserve is a basic part of the notification.

The amount of the obligations for paying the liquidity reserve is irrevocable from 11:00 hours of the following business day from the day of concluding the business affair (T+1) and must be paid by 12 o’clock of that day (T+1) on the clearing and settlement account of the Registry.

The Registry reduces the monetary obligation of the members of the system, i.e. the amount of the net debt that a members of the Registry is obliged to pay on the day of fulfillment of the monetary obligations (T+2), for the amount of the paid liquidity reserve.

A detailed procedure and manner of determining the height of payment of individual member of the Registry system into the liquidity reserve is determined by the Methodology on the procedure and manner of determining the amount of the liquidity reserve that members of the Registry system pay for the performance of clearing and settlement affairs, which is an integral part of this Instruction.

6.2 Completing a payment order for the payment of the liquidity reserve
Members of the Registry system will write the following on the left side of the payment order:

· name and seat of the ordered – member of the Registry system,

· purpose of remittance – payment of liquidity reserve,

· name and seat of the recipient – the Registry,

· date of the conclusion of the business affair,
· date of payment.

Members of the Registry system will write the following on the right side of the payment order:

· account number of the ordered – member of the Registry system,

· the amount of the liquidity reserve,

· number of the clearing and settlement account of the Registry,

· in the field “reference number”, the number of notification based on which liquidity reserve is being paid.

The deposit bank will check whether the payment order is filled out properly and whether the member of the Registry system has the backing on his account sufficient for executing the payment order. 

If the payment order is filled out properly and there is sufficient backing to execute its order, the deposit bank accept and carry out the order (the receipt of the order for payment of the liquidity reserve is confirmed on the copy of the order), and if the payment order is not properly filled out or there is no sufficient backing for its execution, the order is immediately returned to the member of the Registry system.

6.3 Procedure in the case of not paying the liquidity reserve 
If the Registry does not receive the confirmation on the payment of the liquidity reserve, no later than 9:30 hours of the second business day from the day of concluding the business affair (T+2), it is considered that the member of the Registry did not fulfill the obligations of paying the liquidity reserve, in which case the amount of the liquidity reserve is added to the amount of the net debt that the member of the Registry system is obliged to pay by 12 o’clock of the second day from the day of concluding the business affair (T+2) on the Stock market or another ordered public market.

In the case stated in paragraph 1 of this Article, the Registry will:

· exclude the system member from the membership of the Registry system according to the Rules of the Registry;
· notify the Securities Committee of the Federation of Bosnia and Herzegovina and the Stock market about the exclusion of the member;
· publish the name of the member of the Registry system, who did not fulfill his obligation on the web page and bulletin board of the Registry.

The Registry will accept the member back into the membership immediately after the receiving the confirmation of payment of the liquidity reserve, and no later than receiving the confirmation of payment of the complete amount of the net debt, and will notify the Committee of the Federation of Bosnia and Herzegovina and the Stock market about the re-admission of the member.

7. FULFILLING THE MONETARY OBLIGATIONS ARISING FROM THE CONCLUDED SECURITIES BUSINESS AFFAIRS
The deadline for the payment of the monetary obligations, which are equal to the amount of the net debt reduced by the amount of the paid liquidity reserve, is until 12 o’clock of the second business day from the day of concluding the business affair (T+2) on the Stock market or another ordered public market.

7.1 The account through which monetary obligations are fulfilled – clearing and settlement account
The fulfillment of monetary obligations is carried out through a specific account for clearing and settlement of the Registry, opened with the CB BiH.

Members of the Registry system fulfill their monetary obligations through specifically opened accounts (accounts for payoff of net debt and acceptance of net claims) with the deposit banks.

Members of the Registry system use only one account for fulfillment of their monetary obligations arising from the concluded business affairs.

Members of the Registry system notify the Registry about the number of the stated account when submitting the request for the acceptance into the system membership, and they are obliged to immediately notify the Registry about each change of this account.

Members of the Registry system who  have received a notification on the net debt, will pay the monetary funds on the clearing and settlement account, in the amount of the net debt by 12 o’clock of the second business day from the day of concluding the business affair (T+2) on the Stock market or another ordered public market.

The Registry will pay the monetary funds onto the accounts of the members of the Registry system who received the net claims notification from the clearing and settlement account.
7.2. Delivering the order to the bank
Members of the Registry system who received the notification about the amount of the net debt, will submit the order for fulfilling monetary obligations arising from the concluded securities business affairs from their clearing and settlement account onto the clearing and settlement account of the Registry by 12 o’clock of the second business day from the day of concluding the business affair (T+2).
The Registry will deliver payment orders for the transfer of monetary funds from the clearing and settlement account onto the accounts of the members of the Registry system who received the notification about the amount of the net claims on the clearing day (T+3) no later than 13:00 hours.  
The amount of monetary funds paid by the Registry from the clearing and settlement account is equal to the amount that the Registry pays into the accounts of the members of the Registry system who received the notification about the amount of the net claims.

7.3. Filling out the payment order for the net debts and net claims
Members of the Registry system will write the following on the left side of the order:

· name and seat of the ordered-member of the Registry system,

· purpose of the allocation – payment of amount of the net debt,

· name and seat of the recipient – the Registry
· date of payment.

The members of the Registry system will write the following on the left side of the order:

· account number of the ordered – member of the Registry system,

· the amount of the net debt,

· number of clearing and settlement account of the Registry,

· in the field “reference number”, the number of notification based on which the net debt is being paid.

The deposit bank verifies whether the order is properly filled out and whether the member of the Registry system has enough cover on his account to execute the order.

If the order is properly filled out and there is enough cover fro its execution, the deposit bank will immediately carry it out (the receipt of the payment order of the net debt is confirmed on the copy of the order), and if the order is not properly filled out or there is no sufficient cover for its execution, the order is immediately returned to the member of the Registry.

The orders for the payoff of net claims to the members of the Registry system are filled out by the Registry, in the manner stated in paragraph 1 of this Article.

8. PROCEDURE IN THE CASE OF NOT FULFILLING THE MONETARY OBLIGATION
If an individual member of the Registry system does not pay the amount of the net debt on the clearing and settlement account within the deadline (T+2), i.e. if the amount of the net debt is not paid into the clearing and settlement account by 9:30 hours, the Registry will pay the amount from the Safety fund.

8.1. The assets of the Safety fund are sufficient for the fulfillment of the monetary obligations
In the case stated in Article 8 of this Instruction, the Registry:

· performs the transfer of the contested monetary amount from the Safety fund into the clearing and settlement account, no later than 13:00 hours (T+3) ;

· according to the Rules of the Registry, enters the law of pledge over the securities owned by the member of the Registry system;

· makes a decision about the exclusion from the membership of the Registry system;

· notifies the Stock market and the Securities Committee about the exclusion of the member of the Registry system;

· publishes the name of the member of the Registry system who did not fulfill his obligation on the web page and the bulletin board of the Registry.

The Registry will notify the member of the Registry system about the entering the law of pledge from paragraph 1 of this Article, no later than 15:00 hours on the day of settlement (T+3).

8.2. The assets of the Safety fund are not enough for the fulfillment of the monetary obligations 
If the monetary assets on the clearing and settlement account together with the assets from the Safety fund are not enough for the fulfillment of the monetary obligations of the member of the Registry system arising from the concluded securities business affairs, the Registry will act according to item 8.1. 

In the case stated in paragraph 1 of this Article, the Registry will pay the amount of the net debt from the Safety fund only up to the amount of the assets of the Safety fund into the clearing and settlement account, and the payoff of the net claims to the members of the system who received the notification the Registry will perform in proportion to the amount of the assets on the clearing and settlement account, in which case the members of the system are obliged to square the amount of the net claims that is missing to their clients.

In the case stated in paragraph 2 of this Article, after the member of the system who did not meet his obligations acts according to the Article 48 of the Rules of the Registry, the Registry will pay the full amount of the net claims to the members of the system to whom it made the proportionate payoff of the net claims.

9. FULFILLING THE OBLIGATIONS OF THE TRANSFER OF SECURITIES
The Registry will perform the transfer of securities from the account of the client with the member of the Registry system – seller, i.e. the former owner of securities, into the account of the client with the member of the Registry – the buyer, i.e. the new owner of the securities, no later than 13:00 hours of the third business day after concluding the securities business affair (T+3).

10. FINAL REGULATIONS
This Instruction comes into effect after obtaining the approval of the Securities Committee of the Federation of Bosnia and Herzegovina.

This Instruction was approved by the Decision of the Securities Committee of the Federation of Bosnia and Herzegovina number: 04/2-19-16/06 of January 12, 2006.
The Instruction on performing the duties of transfer of securities arising from the business affairs concluded on an ordered public market number 04-2-NO-XXXII-5/03 of December 13, 2003, approved by the act of the Securities Committee of the Federation of Bosnia and Herzegovina number 04-49-2008/03 of February 09, 2004, stops being valid on the day of this Instruction coming into effect.  

Number: 04-2-05-NO-XIII-10488/05 

Date: December 19, 2005
President
of the Supervisory Board
Mihret Dizdar
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