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Settlement and Government Bond Market Turnover Survey

This section of the Operating Rules and Guidelines provides counterparties with the
settlement procedures for all Domestic Market Operations (OMOs, Overnight Reverse
Repo Facility, etc.) conducted by the Financial Markets Department of the RBNZ.

In addition, this section also provides counterparties with information related to the
weekly Bond turnover survey, which is generated from the NZClear system.

All counterparties must settle transactions in NZClear providing NZClear is
operational. If NZClear is unavailable, the RBNZ will contact relevant counterparties
to advise the appropriate settlement procedures to be followed.

The RBNZ will input NZClear trades against payment for sales/purchases of securities
that arise from all operations as soon as possible after the release of results. In the
interests of efficiency, we expect counterparties to match the NZClear trade on the
trade date.

All operations (excluding the Overnight Reverse Repo Facility) should be settled by
16:00 (New Zealand time) on the day of settlement. Timing of the settlement of
transactions under the Overnight Reverse Repo Facility is covered in sections 3.1 (b).

The RBNZ will use NZClear mnemonic RBNZ40 for the settlement of all
transactions except the following:

0] Acceptable securities in lieu of cash deposits should be traded to RBNZ41.

(i)  Acceptable securities for inter-day repurchase transactions should be
traded to the NZClear mnemonic advised by RBNZ Financial Services
Group, Settlements staff.

The RBNZ will only use NZClear mnemonic(s) that are consistent with the
standard settlement instructions for that counterparty or those that have been
authorised by person(s) who have been approved by the counterparty to confirm
settlement instructions.
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3.1 Domestic market operations

(@) OMOs, Term Auction Facility and Reserve Bank Bill Tenders
0] Sale of Treasury Bills
Settlement of successful bids will be made by an NZClear trade, via RBNZ40, against
payment of the settlement amount.
(i) Repo Transactions
Confirmations are to be in, or substantially in, the form of Schedule 1 of the
Master Securities Repurchase Agreement (MRA) and are to be exchanged on
transaction date.
All confirmations must be exchanged by the RBNZ and the successful bidder as soon as
possible after notification of results. Suitable methods of exchange will include
facsimile, SWIFT, letter or email. Unsigned computer generated confirmations are
acceptable.
Please note RBNZ will only authorise trades upon receipt of a correct confirmation. All
trades must be completed no later than 16:00 (New Zealand time) on the day of the
transaction.

a) Purchase Date
Acceptable securities must be traded against cash to the NZClear mnemonic nominated
by the RBNZ. Where more than one security is being traded within a repo transaction,
cash consideration will be pro-rated.

b) Repurchase Date
Acceptable securities must be traded back to the RBNZ against cash via NZClear.
Where more than one security is being traded within a repo transaction, cash
considerations will be pro-rated. Pro-rated cash considerations will not be available for
NZClear input until after 13:00 (New Zealand time) one business day prior to the
repurchase date.

c) Margin Maintenance
Securities required to meet a margin call must be traded to the NZClear mnemonic
advised by the Financial Services Group, Settlement staff. A new confirmation must be
exchanged (see 3.1 (a)(ii).)
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(iif) Reverse Repo Transactions

Acceptable securities must be in accordance with the criteria defined in section
2.4 (a) of these Operating Rules and Guidelines.

Confirmations are to be in, or substantially in, the form of Schedule 1 of the
Master Securities Repurchase Agreement (MRA) and are to be exchanged on
transaction date.

Suitable methods of exchange will include facsimile, SWIFT, letter or email. Unsigned
computer generated confirmations are acceptable. The RBNZ and the successful bidder
must exchange all confirmations as soon as possible after notification of results.

Please note RBNZ will only authorise trades upon receipt of a correct confirmation. All
trades must be completed no later than 16:00 (New Zealand time) on the day of the
transaction.

@ Purchase Date

Acceptable securities must be traded against cash to the NZClear mnemonic
nominated by the RBNZ. Where more than one security is being traded within a
reverse repo transaction, cash considerations will be prorated.

(b) Repurchase Date

Acceptable securities will be traded back to the Seller against cash via NZClear.
Where more than one security is being traded within a reverse repo transaction, cash
considerations will be pro-rated. Pro-rated cash considerations will not be available
for NZClear input until after 13:00 (New Zealand time) on business day prior to the
repurchase date.

(©) Substitution of Purchased Securities

Securities must be traded at nil consideration to the NZClear mnemonic advised by
Financial Services Group, Settlements staff.

The fee for substitution is $100 per request. This fee must be paid to NZClear
(RBNZ40) as soon as possible on the day of substitution.

Upon receipt of the substitution fee, and the exchange of a new confirmation (see
3.1(a)(iii)) the RBNZ will buy the new security. Once this trade completes the RBNZ
will trade the original security back to the Seller.
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d) Margin Maintenance
Securities required to meet a margin call must be traded to the NZClear mnemonic
advised by Financial Services Group, Settlements Staff. A new confirmation must be
exchanged (see 3.1(a)(iii))
(iv)  Repurchase of Government Securities
Repurchase of New Zealand Government securities will be settled via RBNZ40 by an

NZClear trade against payment of the settlement amount. These trades must be
completed no later than 16:00 (New Zealand time) on the settlement date

(v) Sale of Reserve Bank Bills

Settlement of successful bids will be made by an NZClear trade, via RBNZ40, against
payment of the settlement amount.

A receipt of confirmation from the counterparty is not required for RBNZ to authorise
the trades in NZClear. RBNZ will send a transaction summary to the counterparty.

(b) Overnight Reverse Repo Facility (ORRF)

Acceptable securities must be in accordance with the criteria defined in section 2.6
(a) of these Operating Rules and Guidelines.

RBNZ will send a confirmation to the counterparty for any manual trigger of the ORRF.
A receipt of confirmation from the counterparty is not required for RBNZ to authorise
the trades in NZClear. No confirmation is required for automated use of the ORRF.

0] Manual ORRF

@ Purchase Date
Acceptable securities must be traded against cash to the NZClear mnemonic
nominated by the RBNZ. Where more than one security is being traded within a
reverse repo transaction, cash considerations will be prorated.

(b) Repurchase Date
Acceptable securities will be traded back to the Seller against cash via NZClear.
Where more than one security is being traded within a reverse repo transaction, cash
considerations will be pro-rated.
The completion time for the settlement of the ORRF differs from that used for OMO

Inter-day Repurchase Transactions. Completion times for the settlement of the ORRF
are as follows:
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ORRF dealing window Settlement (time to be completed)
09:00 — 12:00 By 16:00 on trade date
13:00 — 14:30 By 16:00 on trade date
14:30 — 16:30 By 16:45 on trade date
07:30 - 08:00 By 08:30, end of day

(i)  Automated ORRF
@ Settlement

Interest payable to the RBNZ for automated ORRF transactions that have been repaid
within the same ESAS day must be made as soon as possible on the following ESAS
business day. The RBNZ will advise the amount payable and payment should be made
using the function ‘CASHP’ in NZClear to mnemonic RBNZ40.

(© Bond Lending Facilities

Confirmations are to be in or substantially in, the form of Schedule 1 of the Master
Securities Repurchase Agreement (MRA) and are to be exchanged on transaction
date. Suitable methods of exchange will include facsimile, SWIFT, letter or email.
Unsigned computer generated confirmations are acceptable. The non-receipt of a
confirmation from the counterparty will not delay settlement of the trades in NZClear.

All transactions must be completed no later than 16:00 (New Zealand time) on the day
of the transaction.

@ Purchase Date

() Security versus cash
Acceptable securities must be traded against cash to the NZClear
mnemonic nominated by the RBNZ. Where more than one security is
being traded within a repo transaction, cash considerations will be
prorated.

(i) Security versus security
The reverse repo leg is expected to settle before the repo leg.

Acceptable securities must be traded against cash to the NZClear
mnemonic nominated by the RBNZ.

Where more than one security is being traded within a reverse repo
transaction, cash considerations will be prorated.

Where more than one security is being traded within a repo transaction,
cash considerations will be prorated.
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(b) Substitution of Purchased Securities

Securities must be traded at nil consideration to the NZClear mnemonic
advised by Financial Services Group, Settlements staff.

The fee for substitution is $100 per request. This fee must be paid to
NZClear (RBNZ40) as soon as possible on the day of substitution.

Upon receipt of the substitution fee, and the exchange of a new
confirmation (see 3.1(c)) the RBNZ will buy the new security. Once
this trade completes the RBNZ will trade the original security back to
the Seller.

(© Margin Maintenance

Securities required to meet a margin call must be traded to the NZClear
mnemonic advised by the Financial Services Group, Settlement staff. A
new confirmation must be exchanged (see 3.1 (c))

d) Repurchase Date

(M Security versus cash
Acceptable securities must be traded back to the RBNZ against cash via
NZClear. Where more than one security is being traded within a repo
transaction, cash considerations will be pro-rated. Pro-rated cash
considerations will not be available for NZClear input until after 13:00
(New Zealand time) on business day prior to the repurchase date.

(i) Security versus security
The maturing repo leg is expected to settle before the maturing reverse
repo leg.

Acceptable securities must be traded back to the RBNZ against cash via
NZClear. Where more than one security is being traded within a repo
transaction, cash considerations will be pro-rated.

Acceptable securities will be traded back to the Seller against cash via
NZClear. Where more than one security is being traded within a
reverse repo transaction, cash considerations will be pro-rated.

Pro-rated cash considerations will not be available for NZClear input
until after 13:00 (New Zealand time) on business day prior to the
repurchase date.

(d) Repurchase and/or Swap of New Zealand Government Securities

0] Repurchase of New Zealand Government securities - as outlined in
section 3.1 () (iv).
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3.2

(i)  The swap purchase will be settled as in section 3.1 (a) (iv).
(iii)  The swap sale will be settled as in section 3.1 () (iv).
NZClear bond turnover survey

This section relates to the weekly Government bond turnover survey, which is generated
from the NZClear system, and published each week by the RBNZ.

The survey draws raw data from the NZClear system. The data is then aggregated to
provide weekly turnover totals for each bond (purchases and sales). The data is broken
down into "Non-Repo' trades, "Repo/All-Other' trades and "Total' trades. The "Non-
Repo' category is intended to reflect genuine, arms-length, secondary market trading.
The "Repo/All-Other' category is intended to capture repurchase agreements, in-house
transactions, the take-up of new issue bonds, and any other transactions that are not
appropriately categorised as "Non-Repo' trades.

To ensure the integrity and reliability of the series, it is essential that bond trades across
the NZClear system are flagged in the correct manner.

(@) Technical Details for NZClear Users

The FITRADE screen on the NZClear New Zealand System contains a field
entitled "Repurchase™ in the lower right hand quadrant. The Repurchase field is
compulsory so all users are required to identify the nature of each trade. Note that
this is not a matching field so settlement will not fail if parties classify differently.
If the transaction being entered into the system is a repurchase agreement OR an
in-house transaction OR the take-up of new issue bonds OR does not appropriately
fall within the "Non-Repo® category, a *"Y"* should be entered in this field.

Only transactions where a non-reversing change of bond ownership has occurred,
involving arms-length counterparty, should be flagged with an "N". All such
transactions, except the take-up of new issue bonds, should be flagged with an "N".

Where doubts exist over the precise nature, and hence the correct flagging, of any
transaction, settlement staff should, in the first instance, seek clarification from their own
dealing staff. As a secondary measure, settlement staff may contact Domestic Markets
Section (DMS) ((0064 4) 472 0074/472 0075) for further clarification.
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