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BANQUE CENTRALE DU LUXEMBOURG

Regulation of the “Banque centrale du Luxembourg” 10/6 of 8September 2010
concerning the oversight of payment systems, secties settlement systems, payment
instruments, central counterparties and trade reposories in Luxembourg.

The “Direction” of the “Banque centrale du LuxembgilJ

Having regard to the Treaty on the functioning loé European Union and notably to
article 127(2) and (5);

Having regard to articles 3.1 and 22 of the Statatiethe European System of Central
Banks (ESCB) and of the European Central Bank;

Having regard to article 10@s of the Constitution;

Having regard to the law of 23 December 1998 (Hexedhe “Law”) concerning the
monetary status and the “Banque centrale du Luxengdo(hereafter the “Banque
centrale”) as amended, in particular articles 2 2%}3 and 34 (1);

Considering that, in accordance with article 2dbbhe Law, “In view of its tasks relating
to the promotion of the smooth operation of paynsstems, the Banque centrale shall
ensure the efficiency and safety of payment systmissecurities settlement systems, as
well as the safety of payment instruments. The medncoordination and cooperation
employed for the performance of these tasks sleathb subject of agreements between
the Banque centrale and t@emmission de Surveillance du secteur financier, respecting
the legal competences of the parties”;



Considering article 27-3 of the Law stating th&abf the purpose of performing the tasks
set out in Article 2(5), the Banque centrale malg payment systems and securities
settlement systems to provide any information magato the operation of those systems
which is necessary in order to assess their effigieand safety and may also ask issuers
of payment instruments to provide any informatielating to those payment instruments
which is necessary in order to assess their safég.Banque centrale shall be authorised
to undertake site visits in order to collect théormation referred to in paragraph 1. It
shall coordinate with th€ommission de surveillance du secteur financier to this ent;

Considering article 34 (1) of the Law stating tHeithin the limits imposed on its
powers and tasks, the central bank may adopt reguta The Banque centrale's
regulations shall be published in the Mémorial (€dl Gazette)”;

Having regard to the law of 10 November 2009 ompayt services, on the issuance of
electronic money and on settlement finality in paymnsystems and securities settlement
systems;

Having regard to the law of 20 May 2011 (relatingthie activity of electronic money
companies);

Considering that, in accordance with the Opiniontled European Central Bank of

13 January 2011 (CON/2011/1) (2011/C 57/01), the waf the central banks of the

Eurosystem is to safeguard financial stability adl\as the safety and the efficiency of
financial infrastructures, “this role is performédth by central banks responsible for
oversight of CCPs [central counterparties] and TtR&le repositories] and central banks
of issue of currencies used in relation to traneastcleared by CCPs or registered by
TRs".

Article 1: Definitions

“System”: a system enabling the transfer of fumi¥/ar securities and which is governed
by formal standardized procedures and common adaserning processing, clearing or
settlement of payment transactions and/or secsititssactions.

“System operator”: the entity or the entities |d&gah charge of the running of a system.
A system operator may intervene, as well, as se#tte agent, central counterparty or
clearing house.

“Payment instrument”. a personalized device an@oset of procedures enabling a
natural person or a legal entity to place, trangfexithdraw funds.

“Issuer of payment instruments”: a legal entity @hiwithin the scope of its commercial
activity, provides a payment instrument to the publ



“Governance authority”: a central organization m@sgble for the smooth functioning of
the payment instrument and file compliance of all involved actors with the sulé is
the main interlocutor of the authorities.

“Technical agent™ a service provider, with whomsgstem operator, an issuer of
payment instruments, a governance authority, a@ectunterparty or a trade repository
has placed or centralized an important part of ofgerational and/or technical
infrastructure.

“Central counterparty”: a legal entity that integgs itself between the counterparties to
financial transactions traded within one or morerkets, thus becoming the buyer to
every seller and the seller to every buyer.

“Trade repository”: an electronic register censialg the collection, the storage and the
dissemination of data related to derivatives trahsas.

Article 2: Scope

1. The Banque centrale shall carry out the ovetsiflthe systems which it designates
and which operate in Luxembourg in accordance waiiticle 2 (5) of the Law.

2. The Banque centrale shall carry out the ovetsiflthe payment instruments, which
are in particular credit transfers, direct debjppgyment cards and electronic money
schemes. The Banque centrale is entitled to enth@eoversight of other forms of

payment instruments made available to the publlaixembourg.

3. The Banque centrale shall carry out the ovetsijttentral counterparties and trade
repositories based in Luxembourg.

Article 3: Oversight general framework

1. To exercise its oversight, the Banque centraél spply, in particular, the decisions
taken by the Governing Council of the European f¢nBank relating to the
recommendations, principles and standards, inciuttia assessment methodologies. The
Banque centrale shall ensure in particular the damge with the recommendations
listed in appendix 1 of this regulation.

2. The Banque centrale’s oversight relates to ¢eerity and efficiency of the systems, of
the central counterparties and of the trade reposs; it relates also to the security of
payment instruments.

3. The Banque centrale shall carry out its ovetsigtvards the operating rules and the
contracts of the system. Its oversight is also iadpto the system itself, including

operators, services (in particular operational Andffered by technical agents or third-

party providers, and participants according tortble assessment of their participation in
the system.



4. The Banque centrale’s oversight relating to pgayment instruments applies in
particular to issuers and governance authoritesetvices (particularly operational and
IT) offered by technical agents or third-party pd®rs, to the governing rules and the
contracts.

5. The Banque centrale shall carry out its ovetdigivards the central counterparties and
the entities operating the trade repositories, all as the governing rules and the
contracts. Its oversight is also applied to sesvigrrticularly operational and IT) offered

by technical agents or third-party providers.

Article 4: Implementation

1. The Banque centrale shall oversee the systdragpadyment instruments, the central
counterparties and the trade repositories by dotigall useful information available
following its different missions and cooperationtlwother central banks and prudential
supervisory authorities. The Banque centrale shditate in particular to the respective
entities the quantitative and qualitative inforroatit must be provided with as well as its
frequency. The Banque centrale shall determine migans of communication and
transmission for the purpose of this regulation.

2. The Banque centrale may request from the sysiperators, issuers of payment
instruments, governance authorities, central copatges and trade repositories, regular
self-assessments of their level of compliance wilard to the recommendations,
principles and applicable standards referred tarticle 3.

3. The Banque centrale shall carry out controli dsems appropriate. It shall be entitled
in particular to perform on-site controls of systesperators, issuers of payment
instruments, governance authorities, central copatées and trade repositories.

4. The Banque centrale may, within the scope abversight, issue recommendations or
specific instructions to the system operators,a@ssof payment instruments, governance
authorities, central counterparties and trade riqres.

Article 5: The obligations of the system operators,the issuers of payment
instruments, the governance authorities, the centtacounterparties and the trade
repositories

1. The system operators, the issuers of paymettiments, the governance authorities,
the central counterparties and the trade reposgainall put in place a risk management
framework for the system, for the payment instrumgre central counterparty and/or the
trade repository, adapted to the size and complexitheir activity. The framework shall
be based on an organization, procedures and ihteubds enabling an efficient
management, monitoring and control of the secuitg/or the efficiency of the system,
the payment instrument, the central counterpartg/anthe trade repository, the
associated risks as well as the applicable legdl @perational environments. The



systems’ operators, the issuers of payment instntsn¢he governance authorities, the
central counterparties and the trade repositotedl $ollow the recommendations, the
principles and the oversight standards referred soticle 3.1.

2. The system operators, the issuers of paymetrtuments, the governance authorities,
the central counterparties and the trade reposgoshall be required to provide the
Banque centrale with all the information it deenseful for the fulfillment of its
oversight mission.

This information shall include among others:

» general information on the systems, the instrumeh&scentral counterparties or
the trade repositories,

» data on the activity, incidents and fraud,

» financial data,

* information relating to the risks the systems, ftinstruments, the central
counterparties or the trade repositories are exptseas well as on the internal
risk mitigation tools,

» information relating to changes affecting the systethe instruments, the central
counterparties or the trade repositories,

* information relating to the governance and to imarules and procedures.

3. The system operators, the issuers of paymetrtiments, the governance authorities,
the central counterparties and the trade reposgahall appoint one or several contact
persons, duly mandated, to deal with the Banqué&alenin the context of its oversight
mission.

Article 6: International cooperation

In the context of its oversight mission, the Bangeatrale shall cooperate with other
central banks, in particular with the Eurosystend #me European System of Central
Banks (ESCB), as well as with prudential superyigarthorities.

Article 7: Publication

The present regulation shall be published on thegBa centrale’s websitev{vw.bcl.lu)
and in the Mémorial. The appendices to the presegulation, as updated, shall be
published on the Banque centrale’s websiten\{.bcl.lu).

The official list of systems, central counterpastand trade repositories that the Banque
centrale oversees shall also be publicly availaiilethe Banque centrale’s website
(www.bcl.lu).



Article 8: Sanctions

1. Without prejudice to financial sanctions, the nBae centrale may impose
administrative sanctions which may lead to the edoce of removal of the designation
of the system in case of non-compliance with tlevisions of this regulation.

2. The Banque centrale may notify any breach te tagulation to th&€€ommission de
surveillance du secteur financier or to the Minister in charge of the financial madt
may publish the recommendations or the instructamtpted.

Article 9: Miscellaneous provisions

1. The Banque centrale shall adapt its oversigth@kystems, the payment instruments,
the central counterparties and the trade reposgadr accordance with the principle of
proportionality.

2. Appendices are attached to this regulation.

3. The circulars BCL 2001/163 and 2001/168 arelherepealed.

Article 10: Entry into force

The present regulation shall enter into force @nday of its publication.



Annexes:

1. Recommandations du Systéme européen des banquedasrt du Comité européen
des régulateurs de titres relatives aux systemeseglement des opérations sur titres
(ESCB-CESR recommendations for securities settlemsystems, Mai 2009,
www.bcl.lu)

2. Principes fondamentaux du Comité systemes de paieet@le réglement relatifs aux
systemes de paiement d’envergure systémique (CRB& fEinciples for systemically
important payment systems, Janvier 2001, www.Hcl.lu

3. Standards de surveillance pour les systemes dempaiede détail (Oversight
standards for euro retail payment systems, Juil,200/w.bcl.lu)

4. Approche de surveillance harmonisée et les stasddel surveillance pour les
instruments de paiement (Harmonised oversight @gbrand oversight standards for
payment instruments, Février 2009, www.bcl.lu)

5. Cadre de surveillance pour les schémas de cartpaidment (Oversight framework
for card payment schemes — standards, Janvier 2008,bcl.lu)

6. Objectifs de sécurité des systemes de monnaier@igpie (Electronic money
systems security objectives, ECB, May 2003, wwwilil

7. Rapport sur la monnaie électronique (Report ontreleic money, ECB, August 1998,
www.bcl.lu)

8. Cadre de surveillance pour les schémas de datiams (Oversight framework for
direct debit schemes, October 2010, www.bkl.lu

9. Cadre de surveillance pour les schémas de viteni®versight framework for credit
transfer schemes, October 2010, www.bgl.lu

10. Cadre de surveillance de I'Eurosysteme (Eutesysoversight policy framework,
July 2011 www.bcl.lu)

11. CPSS-I0SCO Principles for Financial Marketdsfructures, Bank for International
Settlements (April 2012yww.bcl.lu)



