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VPO with CCP functionality

Oslo Bgrs ASA has resolved to introduce mandatory clearing for all shares traded on Oslo Bgrs and Oslo
Axess.

VPS has adapted the VPO settlement system to settle cleared transactions, and the solution developed is a
generic model that allows central counterparties (CCPs) to be settlement participants in VPO.

1 Participants in VPO

When clearing becomes mandatory for shares listed on Oslo Bgrs, all stock exchange members will have to
be members of the CCP, either as direct members (DCM) or as indirect members (NCM). Where a member is
a NCM, the member’s stock exchange transactions must be cleared via a GCM (General Clearing Member).
All members must have access to VPO, either directly or via a settlement agent. In the case of clearing
members, it is also a requirement for all clearing members to be participants in VPO, either directly or via a
settlement agent. In addition, every CCP must be a settlement participant, either directly or via a settlement
agent.

2 New Account Structure for Investment Firms (FH)

There will be no changes for participants that already have a set of accounts, but a new set of accounts will
be created for new participants that will include the following accounts:

1. Account types that are to continue ( 49 series)

a. Settlement Account Replaces the previous Broker Account
b. Suspense Account Replaces the previous Interim Account
c. Own Trading Account Account for proprietary trading by the participant
d. Borrowing Account Only used to hold securities borrowed through the

automatic securities lending and borrowing system. This account will automatically be
pledged in favour of the CCP.

2. Account types that will cease to be available
a. Issue Account - Foreign
b. Erroneous Transactions Account
c. Market-Making - Domestic

3. New account types that must be established (49 series)

a. Derivatives Collateral Account
This account is pledged in favour of OC in connection with derivatives trading.

b. Equities Collateral Account
This account is to be used when a broker provides collateral for the CCP in the form of
securities. The account must be pledged in favour of the CCP, and the CCP will also be
authorised to make balance enquiries. The account will not permit any other rights to be
registered, and all transactions must be approved by the CCP. This account will be set up by
VPS upon request by the CCP.
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Investment firms (FH) will be free to set up additional accounts of their own choice that will
be included in the participant’s set of accounts. Such accounts may be set up using VPS
Settlement Information system(VPS Oppgj@rsinfo web).

3  Reporting transactions for settlement
The main changes to the transactions flow are as follows:
e All on-exchange trades in shares must be settled with a CCP as the counterparty.
e Two alternatives for the registration of transactions with VPO:
1. The broker and the CCP each register transactions separately.

2. The CCP registers transactions both for itself and for the broker (acting on behalf of the
broker).

No changes to the procedures for uncleared transactions.

Cleared transactions:
- The broker and the CCP each register their side of net transactions.

- The CCP provides the counterparty’s registration number (as at present, the broker can
select which account to use).

- No change in status messages from VPS.

The CCP registers net transactions both for itself and for the broker:
- The broker must have authorised the CCP to register transactions on its behalf.
- The broker will be shown as the registering party, with the CCP as the sender.
- The CCP stipulates which of the broker's accounts is to be used for each transaction.

- A status message will be sent by VPS to the broker, with the additional information that the
transaction has been registered by a CCP.

The transactions flow when using a CCP can be illustrated as follows:
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Reporting transactions for settlement
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Changes in respect to cash limits

In connection with the introduction of mandatory clearing for on-exchange trades in equities, the current
"guarantee regime” will cease to apply for participants that do not have their own account with Norges Bank
(the Norwegian Central Bank), but it will still be possible for the Liquidity Bank to input cash limits. This does
not imply any change to the general rules that:

All settlement participants are required to ensure that they have sufficient securities and liquidity
available to settle all transactions at the agreed time.

A participant that is not a bank with its own VPO LOM account with Norges Bank must sign an
agreement with a Liquidity Bank that allows it to carry out settlement using the bank's VPO LOM
account with Norges Bank. The Liquidity Bank must guarantee to provide liquidity on this account for
the participant. This Liquidity Guarantee can only be cancelled by giving 4 banking days' notice.

A liquidity bank is permitted to set cash limits for its customers in VPS - the cash limit being the
amount which it guarantees.

A cash limit is made up of:

Base liquidity, which can be adjusted prior to each settlement, but which can never be less than
NOK 1,-. Base liquidity can be adjusted between settlement cycle 1 and settlement cycle 2, but
cannot be changed once settlement cycle 2 has started. Base liquidity is reduced after settlement
cycle 1 for the amount used in that cycle, and is restored to its full value after settlement cycle 2.
Additional liquidity can be registered before each settlement cycle, but is automatically cancelled
after settlement cycle 2. Additional liquidity is always used first.

In addition:

VPS will not set a required amount for a participant's base liquidity. The amount is agreed between
the Liquidity Bank and the participant.
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e The cash limit will apply to the individual customer's account with the Liquidity Bank.

5 Partial delivery

If a clearing member or a CCP does not have available sufficient securities or liquidity to settle a transaction
in full, delivery will take place to the extent possible, and the balance that has not been delivered will be
"deferred” to the next settlement cycle.

* Partial delivery is now built into VPQO’s LP model (LP - optimalisation model).
* Rules for partial delivery:

- Applies only to cleared transactions (in this phase)

- Applies to lack of either cash or financial isnstruments

- Inthe case of lack of financial instruments, partial delivery will only be applied after steps
have been taken to cover the lack of financial instruments with the use of extended
coverage facility and from the securities lending and borrowing pool

- Will be available in both settlement cycles

- Change to the priority rules - transactions previously subject to partial delivery will have
highest priority

* Atransaction subject to partial delivery retains its original VPS reference number and sender’s
reference.

* Messages
- Confirmation message to notify that a transaction is subject to partial delivery.

- Status message and Confirmation message notify the unsettled balance of the transaction
(both amount and number of securities).

- Final Confirmation message specifies that the settlement is completed in full.
* Other reporting:
- Noinformation on existing reports.

- Information is available through the VPS Settlement Information System. (VPS Oppgjgrsinfo )

6 Changes to the priority rules

If it is not possible to settle all the transactions due for settlement on the agreed date due to an insufficient
number of financial instruments or insufficient liquidity, the following priority rules will apply:

* Inrespect of settlement instructions from accounts in the settlement group FH (broker accounts),
priority will be given to the settlement instructions that will enable the largest possible total value to
be settled.

» Settlement instructions from investor accounts (settlement group PR) will be prioritised using FIFO
principle.

* New addition to the current priority rules:
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- Transactions that have been partially delivered and/or deferred will have highest priority.

Thereafter, transactions will be prioritised in order to enable the largest possible total value
to be settled.

It should be noted that the same priority rules apply to cleared and uncleared transactions.

7 Changes to Extended Coverage Facility (ECF)

The following changes will apply:

1. The number of accounts that can be notified for ECF is increased to 5. The order of priority for the
accounts is decided by the customer.

2. The owners of the accounts that are to be used do not necessarily have to be the same legal entity
as the VPO participant using the service. However, the VPO participant must have been granted the
necessary authority by the account owner in question, and it must be agreed that the account can
only be used for this purpose by one participant.

3. ECF can be combined with participation in the securities lending and borrowing program.

8 Priorities between ECF, securities lending program and partial
delivery

If there is a lack of securities available for the original transaction, additional cover will first be sought from
the accounts nominated for ECF. If there is still insufficient cover to settle the transaction, cover will be
sought from the securities lending program. If the VPO participant is not a member of the securities lending
program, the CCP will take up the loan (assuming that it is a member of the program). If there is still a
shortage in the number of securities available, partial delivery will take place.
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9 CCP as a participant in the securities lending and borrowing
program

CCPs shall be entitled to participate in the securities lending and borrowing program in the same way as
investment firms.

10 Messages

See the attached specification document of amendments to the ISO15022 interface.

11 Cancellation of transactions
The main rules for cancellations are unchanged.
The following changes will be introduced for cleared transactions:

e If the CCP has been authorised by a clearing member to register a member's transactions for
settlement, the CCP will also be authorised to cancel transactions it has registered.

e |f a default situation arises, the CCP will have a general authorisation to cancel cleared transactions
registered with VPO. This will apply both to its own transactions and to its counterparties'
transactions.

12 Management of corporate actions

The unsettled transactions in the case of split, reverse split and merger will be rejected by VPS in the
settlement cycle 2 on record date.

13 Reports

There will be no changes to the settlement reports.

14 RTGS zZ Real Time Gross Settlement

Final funtionality and detail are still being discussed by a specialist reference group
* Individual transactions can be settled through a separate RTGS settlement cycle
* The transactions must be flagged as RTGS

» Before the purchasing party registers the transaction with VPS, it must have checked with its
liquidity bank that the bank is willing to make available sufficient liquidity in the availability category
"immediate”

*  When VPS receives registration of the sales transaction, VPS checks the availability of cover and
blocks the requested holding of financial instruments on the seller’s account

*  When VPS receives registration of the buy transaction, the liquidity bank must confirm through the
VPS Settlement Information system that the bank is prepared to make available the necessary
liquidity on its account with Norges Bank
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* Once VPS has received confirmation from the liquidity bank, VPS sends the transaction for
settlement through Norges Bank

* Once the accounting entries for the transaction have been carried out at Norges Bank and VPS, VPS
confirms the settlement

*  Any RTGS transaction that cannot be settled in its RTGS settlement cycle is automatically cancelled
by VPS

14.1 VPS Prices for Cleared transactions and Partial Delivery

Please see our web pages for details.

https://www.vps.no/public/vps eng/Code-of-Conduct/VPS-Pricelist

A more detailed description including tehnical issues (Endringsskriv) will be published in March 2010.
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