February 14, 2011

Elizabeth Murphy, Secretary
Securities and Exchange Commission
100 F Street, NE.

Washington, DC 20549-1090
www.sec.gov/rules/final.shtml

Re: Regulation SBSR—Reporting and Dissemination of Security-Based Swap Information

Release No. 34-63346; File No. S7-34—10 RIN 3235-AK80

Thank you for the opportunity to respond to your request for comment on your proposed rule
making regarding Reporting and Dissemination of Security-Based Swap Information as posted in
the Federal Register / Vol. 75, No. 231 / Thursday, December 2, 2010 / Proposed Rules. The
SEC’s request is unprecedented in its global scope and its outreach to the global financial
industry. We responded by bringing together an ad-hoc group, the Global Financial Services
Data and Standards Alliance, to provide input to us to address this request.

We also wish to explain our late submission, recognizing the submission date of January 18,
2011 has passed. Our lateness was due to the logic of our proposed solution to the SEC and the
two other related rule making requests - those of the US Treasury’s Office of Financial
Research’s (OFR’s) Legal Entity Identifier (LEI) release for comments due January 31, 2011 and
the CFTC’s Swap Data Recordkeeping and Reporting Requirements release due for comments
by February 7, 2011. We have responded to both in a timely fashion.

What set us on this course to respond at this late date was the OFR’s request to consider:

“A LEI acceptable for use with data reported to the Office should...where possible, be
compatible with existing systems, work across various platforms, and not conflict with
other numbering or identification schemes”

We recognized the desire of the Treasury, the CFTC and the SEC to coordinate the proposed rule
making, at least as far as unique identification of participants, products and transactions were
defined. We, therefore, thought to first lay out the overarching request - that from the OFR, to
assure that we would respond to all three in the coordinated, non-conflicting and compatible way
as requested. We believe we have accomplished this in our proposal.

The SEC’s task is formidable. As overseers of the largest capital markets in the world, it along
with the US Treasury, and CFTC seeks a global consensus of both regulators and global financial
industry members on a common set of globally unique identifiers for financial products and
financial market participants. The SEC is specifically seeking standards for Unique ldentity
Codes (UIC’s) for products, counterparties, and counterparty hierarchies, as in parent/affiliate
relationships. In coordinated language the CFTC and the US Treasury also seek such standards
for interest rate, currency, narrow and broad index based swaps, for mixed swaps and for legal



entities. The regulators further seek an internationally recognized standards setting body to
describe and assign unique identification codes. In the words of the SEC:

“Under the definition of “unique identification code” in proposed Rule 900, a UIC would
have to be assigned by or on behalf of an internationally recognized standards-setting body
(‘IRSB’)”

Further, the SEC requires that a counterparty to a swap shall obtain a transaction ID for each
Security Based Swap (SBS) that is reported, obtain UICs established by or on behalf of an
Internationally Recognized Standards-Setting Body (IRSB) or, if such UICs are not yet able to be so
assigned, for assigning UICs in a consistent manner using its own methodology. The SEC
periodically will obtain from each participant, information that identifies the participant’s ultimate
parent(s) and any other participants, with which the counterparty is affiliated, using ultimate parent
IDs and participant IDs. Here, affiliate means any person that, directly or indirectly, controls, is
controlled by, or is under common control with, a participant or person. Parent means a legal person
that controls a participant.

The SEC expects that a newly defined entity, a registered security-based swap data repository (SDR)
would address the relationship between itself and an IRSB, and how UICs could be obtained from the
IRSB or an agent or other person acting on its behalf. Furthermore, the SEC expects that, if an IRSB
exists and the registered SDR is using UICs assigned by that IRSB or on its behalf, the registered
SDR’s policies and procedures should explain how a participant could obtain applicable UICs from
the IRSB. To the extent that the IRSB cannot provide certain UICs required of a participant by this
proposed regulation, the registered SDR’s policies and procedures would be required to explain the
process by which a participant could obtain such UICs from the registered SDR.

Each counterparty is required to report to a parent/child affiliations reference database all
changes to the information previously reported concerning the counterparty’s affiliations, so as
to ensure that the ultimate parent/participant affiliation information is current and accurate at all
times.

The SEC further remarked that efforts have been undertaken — in both the private and public sectors,
both domestically and internationally — to establish a comprehensive and widely accepted system for
identifying entities that participate not just in the SBS market, but in the financial markets generally.
The SEC goes on to say such a system could be of significant benefit to regulators world-wide, as
each market participant could readily be identified using a single reference code regardless of the
jurisdiction or product market in which the market participant was engaging.

The SEC recognizes a significant benefit to the private sector world-wide, as market participants
would have a common identification system for all counterparties and reference entities, and would
no longer have to use multiple identification systems. Specifically the SEC states:

“The enactment of the Dodd-Frank Act and the establishment of a comprehensive system

for reporting and dissemination of SBSs — and for reporting and dissemination of swaps,
under the jurisdiction of the CFTC - offer a unique opportunity to facilitate the
establishment of a comprehensive and widely accepted system for identifying entities that
participate not just in the SBS market, but in the financial markets generally”.



Similarly, in a subsequent white paper, authored by US government staff across many different
agencies, including the Treasury, Federal Reserve, CFTC and SEC, we note that the Legal Entity
Identifier (LEI) proposed by the US Treasury’s Office of Financial Research (OFR) is, in
coordinated language, a nearly identical construct to the UCI for the CFTC and the UIC
proposed by the SEC. These government agencies also recognize a similar and necessary
hierarchical structure for corporate affiliations. They similarly propose such structures be housed
in a “utility” (the OFR’s term). The SEC refers to it as a single master data reference source. The
CFTC refers to it as a corporate affiliations confidential non-public reference database. Again in
coordinated fashion the unique identifiers of both the SEC and the CFTC, and the LEI of the
OFR, should be assigned to financial market participants:

“These participants include, but are not limited to, all financial intermediaries (banks
and finance companies), all companies listed on an exchange, all companies that trade
stock or debt, all entities under the purview of a financial regulator, and their holding
companies.”

Further complicating this effort is the recognition that, however formidable the task of
implementing global identifiers, it pales in comparison to the systemic risk analysis discipline
that must first be defined and then developed to make use of the standardized identifiers. As
these standards are expected to be used in the positions and transactions that are required for
submission to the CFTC, OFR and SEC, it is still left to undefined rulemaking to do so.

Our proposal is summarized below:

1. We propose a system of universal identification for the financial industry, which
includes globally unique, persistent identifiers for Legal Entities, Financial Instruments,
and Financial Events. The identifiers we propose are based on the GS1 System, which is
a system for the globally unique identification of businesses and their products, and
which has been in existence for 40 years. The identifiers proposed for the financial
industry are already well-established industry standards, and the Legal Entity Identifier
proposed here is already in use internationally by many companies who also operate in
the financial sector.

2. We are further proposing a method of issuing financial identifiers that are globally
distributed, and directly empowers end users to issue identifiers without having to
interact with an issuing authority each time. This is based on a two-step issuing process
in which (1) a user company first obtains a GS1 Company Prefix which provides the user
with a certain capacity to create financial identifiers, after which (2) the user creates
individual financial identifiers using the GS1 Company Prefix as a component of those
identifiers. This is a proven methodology already well established in many sectors for
the globally unique identification of legal entities, products, supply chain logistics units,
and other business objects. A variable-length company prefix is used, by which a wide
range of capacity requirements across end user companies can be accommodated, while
still having a short, fixed overall length for identifiers, easing database management and
legacy systems implementations.



3. Finally, we are proposing a method for the registration and distribution of reference
data pertaining to financial identifiers that decouples the process of issuing an identifier
from the process of registering and verifying reference data. A key feature of our
proposal is the possibility for multiple, federated registration authorities. For the
purposes of registration and access to reference data, these registration authorities act
collectively as a single, world-wide resource. The federated structure, however, makes it
possible for the system to scale internationally, as it can accommodate differences in
local laws and regulation across jurisdictions, and address concerns related to national
sovereignty that inevitably arise in an international environment. It also provides for
competition and for leveraging the expertise of existing solution providers.

We are aware that the path for creating global standards in the financial industry has been tried
before by others without success. In 1993 the US securities industry attempted to develop a
standard centralized securities data base and asked the US’s then centralized securities
depository, DTC, to develop it. The data vendors seeing their intellectual property appropriated
for no added value, and already providing an added value service of arbitrating exchange and
over-the-counter prices which was manually produced at the time, declined to participate in the
project. In 1995 after three years of discussion and consultation with twenty standards setting
bodies, and after convening the Securities Standards Advisory Board, the Executive Director of
the World Federation of Exchanges concluded its failure was due to the competitive nature of
standards setting bodies that populated the financial industry at that time.

We ourselves had a similar initial experience in socializing these issues as we convened the
Global Financial Services Data and Standards Alliance, despite those same constituents having
just experienced a financial crisis of epic proportions, and despite the causes being in some part
due to the lack of data and identification standards.

In addition, the path for regulating Swaps and other forms of Over-the-Counter derivatives has
had many unprecedented milestones in its three-decade evolution toward its recently enacted
regulatory status. The growth from its origins as a bi-lateral currency swap between IBM and the
World Bank in 1981 has been unprecedented in the global acceptance of the products spawned,
the diversity of those products and the notional volumes transacted.

It was the eye-popping notional values that attracted the international community and the Group
of Thirty to study and report on the phenomenon of the growth in the derivatives market in its
1993 series of white papers. Its continued growth spurred CFTC commissioners in the past to
consider regulating these markets. The Commodities Markets Modernization Act, passed in
2000, however, chose to leave these markets unregulated.

What is different now is that these markets are to be placed under regulation. Organized
electronic trading systems and the introduction of a risk mitigating concept that has endured for
over a century, the central counterparty, are now being brought to bear in the swaps and
derivative markets. Further, as a result of analyzing the causes of the global financial crisis,
regulators have obtained a deep understanding of the problem at its roots - the lack of unique,
unambiguous and universal identification of the industry’s financial participants, products and



the events that change both across the life cycle of a transaction. Regulators have recognized the
need for a solution and now act under legislative mandate.

Finally, with humility we present ourselves through this proposal as another agent of change,
with an unprecedented and unique global perspective on the problem of unique identification.
We describe this problem in the financial industry for the first time as a supply chain problem:

e We begin with the issuers and manufacturers of financial product: corporations, financial
firms and government entities. In this way, we engage the supply chain’s stakeholders at
the earliest point, from initial crafting of financial documents, ensuring that all further
downstream processes are supplied with unambiguous identification and accurate
reference data.

e Secondly, we propose straight-through-automation of the financial transaction life cycle
using similar techniques as has been applied in organizing financial data such as XBRL-
tagged annual reports and FpML tagged trade messages. The Interactive Disclosure
project of the SEC is but one example of the many US and other world regulators who
are working cooperatively with financial filers to automate the total financial supply
chain.

e Thirdly, we recognize auditing firms as another significant stakeholder in the financial
supply chain. It is their business to make sense of the legal structures of legal entities,
swap participants, reference entities and counterparties in their audits in order to perform
the materiality attestation functions required, and hence they play a critical role in
addressing systemic risk.

e Finally, we believe in engaging with the financial industry at the top level, where it is of
utmost importance to recognize the data problem that arises from silo business structures.
CEO’s and their Boards should certainly see this as an enterprise risk management issue,
as a systemic risk and regulatory oversight issue, and as a business issue. Here,
especially, today’s lack of standards embeds huge additional costs into individual firms’
operational infrastructure and, in turn, into the Financial Market Utilities that they
support.

We believe that the supply chain approach to the problem, as summarized above, is one that
regulators and financial institutions have not previously considered throughout the long history
of attempting to solve the standards, identification, and reference data problem. All three parts of
our proposal are founded upon open standards developed through voluntary global consensus
standards bodies, in which we intend to fully engage all financial supply chain stakeholders as
outlined above.

The authors of this proposal are GS1 US (which is part of GS1) and Financial InterGroup.
Financial InterGroup is a joint venture advisory firm whose principles and advisory board have
contributed deep domain knowledge and brought the understanding of risk management and data
management together in responding to this rule making comment letter in partnership with GS1.



GS1 is an Internationally Recognized Standards-Setting Body (IRSB), and a standards
administrator, the latter a category of non-profit organization that does not exist in the financial
industry. GS1 has 1.5 million end user members who participate in GS1 through GS1 Member
Organizations in 108 countries. Through the work of its members, GS1 sets standards for
identification of physical products, legal entities, and electronic messages that are used in
twenty-five different segments of the global economy. These standards are developed by the
participating member companies, with GS1 providing facilitation of the process. Through its
108 world-wide Member Organizations GS1 also acts as the identification registration authority
that has uniquely, unambiguously and universally identified 40 million products in the trade
supply chain. GS1 has been doing this uninterrupted for nearly 40 years.

GS1 has been granted Approved Referenced Specification Originator Organization (ARO) status
within the International Standards Organization (1SO), a designation which allows GS1 standards
to be directly referenced by ISO standards, and through this means GS1 is able to rapidly gain
ISO status for its standards. No other organization in the financial sector has this status, which,
in serving the financial sector, would allow GS1 to accommodate rapid deployment of new
standards that may be required in the future. This could prove to be of extraordinary value in
keeping pace with the traditional innovative nature of the financial industry. The industry has
forever complained about the 1SO standards processes’ inability to accommodate the rapid
changes that characterize an industry at the crossroads of continual technological innovation,
new product innovation and investor behavioral changes. GS1’s ARO status allows such
standards to be developed and ratified rapidly within GS1 and then quickly published as a
corresponding ISO standard.

Furthermore, the SEC’s interest in Unique Identification Codes (UIC’s) for broker ID, trader
ID, desk ID, and even Transaction ID is accommodated within the scope of this proposal as
either reference data associated with the IRSB or directly assigned as such identification data is
accessed directly from the IRSB. GS1’s ARO status could serve a much speedier and effective
process in assigning these codes in keeping with the innovative nature of the swaps and broader
derivatives markets while creating a universal and complete catalogue for audit trail and position
limit monitoring, and for CFTC, SEC, OFR, and individual financial institutions data
aggregation purposes.

The work of our partnership in collaboration with the Global Financial Services Standards and
Data Alliance culminated in two Open Forum discussions with representatives and participants
from all parts of the global financial industry. The resulting dialogue on building a global
consensus has informed this proposal.

As conveners of the Open Forum, we anticipate formalizing a governance structure and analysis
framework, offering for consideration the GS1 Global Standards Management Process as the
mechanism by which to do so. This will allow for the immediate use of existing GS1 standards,
and provide a venue for further development and enhancement. We hope to forge a consensus
view amongst all constituents around this proposed solution as a starting point for the
development of the global solution requested by your office.



Because our proposal builds on existing, widely adopted standards that can be employed without
modification, an extremely fast timeline for implementation is possible. Our proposed legal
entity identifier (the SEC’s participant UIC) and the institutional arrangements for their issuance
are already well established domestically and internationally. They are available to be placed into
use for the financial industry immediately. Furthermore, we believe that there are Swap
participants and non-Swap dealers requiring financial identifiers many of which already use GS1
identifiers and would incur no additional fees for issuing financial legal entity identifiers; thus
the minimal annual costs have already been assumed. We also believe the technique we propose
for self assigning financial instruments including unique swap identifiers by SBS Dealers, Swaps
Data Repositories (SDR’s) and SBS trade execution facilities (SEF’s); and self assigning
financial and life cycle event identifiers at no additional cost will minimize the overall cost of the
identification system.

Most importantly the GS1 identification system will make universal identification codes
available to all on a non-profit basis through its status as an internationally recognized standards-
setting body (IRSB). Such universal and unique identification, long a staple in the trade supply
chain, will allow position data to be aggregated by regulators, analytical firms and others from
multiple intermediaries such as DCOs, SEFs and SDRs (including existing OTC trade
warehouses). This will permit existing, competitive facilities to exist without having to
concentrate position data in a single facility as some have argued.

We offer several options for registering these numbers within the existing GS1 model, including
two that leverage existing registration systems for legal entities, and two alternatives for access
and distribution of reference data. The existing systems may be used to obtain a working
reference data registration system for the US within six months, while in parallel the industry
works towards an internationally federated system of reference data registration over a 1-3 year
period.

It is our belief from GS1’s 40 years of experience across twenty-five sectors internationally that
the financial services industry can benefit from the GS1 global identification system because: it
has no intelligence in its numbers; it separates the identification of “things” from its commercial
or business use; it already exists; and that it has proven to uniquely unambiguously and
universally identify businesses and products and changes to both. GS1 has done so through four
decades of changing global business practices, advances in technology, and changing market
practices of two new generations of people with very different and ever evolving purchasing and
investment attitudes than previous generations.

GS1’s principles and practices endure today in an environment where people expect anytime,
anywhere, anyplace, and anyhow access to information, a very different world than four decades
ago. Unique identification has become a hallmark of the advances of global communication as
we witnessed the unique identification and registration system of the Internet making all of this
possible. The financial services industry has equally endured considerable change over these four
decades. The future of the financial supply chain and its participants will be better served in
following the lead of its global regulators. In adopting the GS1 identification system the financial
industry will be following in similar manner as GS1 has successfully served many of these same
companies in the commercial trade supply chain.



In closing, we are pleased to offer our deep understanding of the financial services industry, our
expertise in identification standards, and the work we have done at the crossroads of data
management and risk management to the SEC, the US Treasury, the OFR, CFTC, and Federal
Reserve. We are prepared to help refine your understanding of possible solutions gained from
ours and other proposals submitted, and to work cooperatively with you and others to obtain true
industry consensus.

The next six months are crucial. We request dialogue with your office and others so that progress
may be made on the work plan described in this proposal. We are hopeful that you and other
interested regulators around the world will allow us to continue the consensus building we have
begun, support us in the further analysis work we need to do, and allow a global consensus to be
formed, in time for your decisions on effective dates for these proposed rules.

Signed

GS1US, Inc

/ {

Robert Carpenter, President and CEO
www.GS1US.org

GS1 Global

Miguel A. Lopera, CEO
www.GS1.0rg

Financial InterGroup Holdings Ltd
]

| /,f
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Allan D. Grody, President
www.FinancialinterGroup.com
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A proposal to the Securities and Exchange
Commission

Introduction

With the Dodd-Frank Act now the law of the land, we are facing the monumental work of
implementing financial reform in practice. Industry members are eager to engage with the many
government bodies in harmonizing industry initiated efforts with that of the government’s task. It
is understood that the government cannot do this alone, nor should they, and the rule making
comment letter we are responding to is recognition of this needed cooperation. The objective of
the legislation, managing and mitigating systemic risk, will not be achieved if underlying
operational risks, such as data inconsistencies across the industry, are not resolved first. Expected
further rule making on requirements to obtain position and transaction data from financial
industry members, Financial Market Utilities, Derivatives and Swaps Execution facilities, and
Securities Information Processors, such as newly organized Swaps and Securities Based Swaps
Data Repositories and Derivatives Clearing Organizations is complemented by the mandate for
the government to set data standards. No data aggregation analysis can proceed without a
commitment to consistent and timely organization of the underlying data. The benefit to the
industry in helping to do this is in reducing operational risks, being able to aggregate data across
the many silos of business that characterizes the largest systemically important financial
institutions, realizing the long sought after desire of straight-through-processing across the entire
industry and, finally, in reducing infrastructure costs.

The issue of non-standard global identifiers for financial instruments, financial contracts,
financial events, business entities, counterparties and supply chain participants for transaction
matching and position aggregation coupled with the costly and duplicative reference data and
valuation prices used to clear, settle and value positions and transactions has been a long
standing industry issue. Today, there are many ad-hoc in-house identifiers that every global
financial institution implements, a myriad of market data vendor and exchange supplied symbols,
hundreds of software and technology supplier codes, all different, but all needing to be the same.

There are (1) local identifier numbers like CUSIP, SEDOL, Valor, and Sicovan; (2) market data
codes like RIC, BIC, and Quick codes; (3) attempts at global identifiers like ISIN, D&B, AVID
and Red Clip; and (4) regulator led identifiers like CIK and TIN numbers for some of these
categories. However, there are no global identifiers that uniquely, unambiguously and
universally identify the global financial industry’s transactions and supply chain. The regulation
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has provided motivation, as was the case in past crises, for the industry to come together, as other
industries have in the past, to solve this problem through global collaboration.

Most industries have invested in universal product and supply chain identification coding
systems to uniquely identify their physical products and documents, and their manifestation in
electronic transactions. They further have standardized their identifiers for transportation
intermediaries, delivery locations and counterparties. They began this investment nearly four
decades ago when the Universal Product Code was created and manifested in the ubiquitous bar
code now seen on over 40 million products around the globe. Nearly twenty-five business
segments of the global economy, comprising 1.5 million businesses in over 100 countries have
invested in GS1, a global, non-profit, voluntary industry consensus association. There are
approximately 2500 people employed full time at GS1 and its 108 Member Organizations
worldwide doing the most important functions supporting seamless straight-through-processing,
administering standards and synchronizing referential data bases in an increasing global and
automated supply chain. Today nearly one-third of business transactions among GS1’s members
are completely electronic transactions.

The reality of scanning items at the check-out, automated inventory replenishment, just-in-time
delivery and direct store delivery systems are just some of the efficiency benefits made possible
by standards administered by GS1. GS1’s global identification standards and data carrier /
marking systems also help to mitigate operational and systemic risks as regulators can, for
example, track tainted aspirin back to its manufacturing plant.

This is in contrast to the financial industry, where financial regulators could not find the
mortgage that was defaulted on in a U.S. city that wound up as a toxic asset on the balance sheet
of a failing bank in Australia. Financial regulators could not see the counterparty positions
allegedly held by Bernard Madoff at a London OTC options dealer. And they missed the
numerous movements of securities bundled into Lehman’s Repo 105 collateral moving from the
U.S. to the U.K. and back again.

Importance of Reference Data

The importance of reference data can be understood by recognizing that all financial transactions
are represented as data in information systems. If the identifying data is wrong, the transaction
does not enter the intensely automated systems of the capital and contract markets. If it does pass
first-line error detection, in subsequent downstream processes, when additional identifying
information is appended, it too may be faulty and not settle or get paid. In internal enterprise
uses of this data, the disparate identifying data may not permit such data to be aggregated for
credit limit purposes, for performance attribution and analysis, or for calculating risk exposures.
Finally, in regulatory reporting at this granular level, and on any global scale, the lack of
common identifiers across systemically important financial institutions has thwarted regulators’
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ability in any automated fashion to observe risk exposures building up across the global financial
system.

The retail and manufacturing industries understood this issue a long time ago and standardized
on universal identifiers for products and electronic data interchange standards for communicating
across suppliers, distributors and retailers. The financial payment and settlement infrastructure
similarly has such identifiers: for financial products, for supply chain participants
(counterparties, financial intermediaries, corporations, issuers, etc), for financial markets and
currency designations, for valuation and market prices,, and for other referential information
such as credit ratings and economic data that are used in valuation models.

However, unlike retail and manufacturing industries, the financial industry reference data that
should be standardized and identical across each organization is not. It is sourced independently
from a myriad of commercial businesses and industry intermediaries. Each financial institution
performs duplicative functions in an attempt to represent each unique product, business entity
and valuation price identically, but fails to do so. The consequence is that proprietary and
conflicting identification codes exist across the entire range of referential data including such
fundamental identifiers as symbols for corporate issuers, symbols used in contract markets,
numbering conventions for securities and financial contracts, supply chain business entity
identifiers, and counterparty identifiers. To compound the problem, payment, clearing and
settlement systems’ operators and regulators maintain proprietary codes and duplicate sourcing
and maintenance functions: dates and rates for corporate and life cycle events and valuation
prices for all manner of traded financial instruments are obtained and organized in this manner.
All such reference data is represented as 70% of the data content of financial transactions. Thus,
the effect on operating costs and operational risk in faulty data entering into the books and
records of financial firms and into the payment and settlement systems is significant. In fact,
those infrastructure institutions that operate payment, clearing and settlement systems have
capital structures, aside from margin and collateral cover, that are in large measure supporting
the risk of mismatched transactions caused by faulty data.

Inadequate Regulatory Structures and Vulnerabilities

The charter of the Office of Financial Research (OFR) is to provide input to the Financial
Services Oversight Council on the vulnerability of the US economy to systemic threats. It is
understood that without a global view, such threats cannot be detected. Systemic risk is a global
phenomenon, and needs to be measured by multiple global regulators across multiple financial
firms.

The purpose of the current set of proposals for data standards developed by the SEC and other
US regulators is intended to provide the underlying data structure and standards for reporting
position and transaction data to the OFR, for purposes of analyzing threats to the US economy.
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However, US regulators cannot compel other sovereign jurisdictions to comply. Systemic risk
cannot be dealt with from regulatory silos.

The G-20 has already assigned the global responsibility of systemic risk analysis to the Financial
Stability Board, an entity similar to the Bank for International Settlements which oversees the
Basel global capital standard. Basel, now in its third transformation, is a governance model that
regulators need to emulate for global data standards. The Basel regime respects sovereign
regulation while providing the framework for common standards implemented by each sovereign
regulator. It may be the best model for transcending regulatory silos.

Examples of the patchwork of local, overlapping and non-existent regulatory oversight became
increasingly apparent as local markets became global. This was most easily recognized
throughout the globally interconnected payment and settlement networks and facilities, a system
set up primarily as the mechanism to mitigate risk between financial institutions, and where
systemic risk was first detected and defined almost four decades ago.

The Herstaat Bank failure in 1974, shortly after the SWIFT inter-bank payment system went live,
was the first modern day instance of systemic vulnerability when its failure froze payments,
prompting the Bank for International Settlements to establish a working committee, known today
as the Basel Committee, to study systemic risk. Further vulnerabilities were apparent

e In October 1987 the US capital and contract markets collapsed freezing funds in each of the
separate stock, options and futures settlement systems when normally such funds would be
dispersed daily to member firms.

e In the 1990’s when the newly installed NYMEX futures clearing system failed and froze
funds for a two day period in the 1990’s;

e On September 11, 2001 the government securities settlement system collapsed as a result of
the destruction of the Bank of New York’s downtown New York facilities; and

e In 2005 the paper backlog of unsettled transactions in the rapidly growing OTC derivatives
market nearly froze the collateralized debt and credit default swaps markets where no
organized payment and settlement system existed.

In recognition of this last event, in March, 2008 the President’s Working Group on Financial
Markets called for an industry cooperative to design a standardized payment and settlement
system for all OTC derivatives that would moderate complexity throughout the transaction life
cycle and foster more accurate valuations of these financial instruments.

Today there are a myriad of regulated, non-regulated and loosely regulated entities that
collectively comprise the global payment and settlement infrastructure.
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e The Depository Trust Company, a securities settlement system, is a state-chartered limited
purpose trust company, and its affiliates, the National Securities Clearing Corporation and
the Fixed Income Clearing Organization, are SEC-registered clearing agencies.

e Omgeo, a matching service, jointly owned by the Depository Trust & Clearing Corporation
(DTCC) and the Thomson-Reuters Corporation, is organized as an SEC exempt clearing
corporation.

e The Continuous Linked Settlement Bank, a foreign-exchange settlement system, is a
federally chartered Edge Act corporation.

e SWIFT and LinkUp Markets, each a financial services messaging and network provider,
have no specific financial regulatory charter or license.

e The Options Clearing Corporation is an SEC chartered facility, but owned by the five US
SEC regulated options exchanges.

e The clearing corporations of the Chicago Mercantile Exchange and the Intercontinental
Exchange are singularly owned by their exchange parents under charter by the Commodity
Futures Trading Commission (CFTC).

e Other CFTC chartered futures and derivative clearing corporations such as the Clearing
Corporation and LCH.Clearnet are separately organized entities owned by their members.

Problem of Systemic Risk

A significant problem of systemic risk to the global financial industry has historically been
embedded in the clearance, payment and settlement matching process, as transactions entered
into must wait a period of time before they are finalized (actual transfer of the electronic
representation of the contracts and payment takes place) both within the trading platforms and at
an institutional settlement level. Increasingly the listed futures markets have become
institutionalized with commodity pool operators and hedge funds demanding block allocation
processes and deliver vs. payment mechanisms to accommodate third party administrators and
evolving account allocation rules. This increasingly institutional process is not dissimilar to the
investment manager - prime broker — custodian mechanism that has evolved in the global capital
markets. Further, as swaps and derivatives become increasingly traded and cleared electronically
the need for a transaction audit trail for transactions executed in swaps and derivatives execution
facilities should evolve as has occurred for exchange trade products in such markets as equities,
options and futures.

The embedded payment delay is a function of each financial institution independently sourcing
referential data from multiple vendors and public sources, where the referential data includes the
data elements used in matching. Each side of a transaction, as represented, for example by a
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unique product or business entity code or a valuation price, or delivery address and account
number, requires identical codes to match. Further, most clearance, payment, and settlement
system operators have their own proprietary coding requirements. A period of time is thus
required to reconcile differences whether between direct market participants or their financial
agents. This period of time varies depending upon the financial product traded, the region or
country traded within, and the domicile of the counterparties that traverse different market
closing time zones. Failures of financial institutions between the trade-date and the settlement
date, specific financial transactions that are unresolved at settlement-date, and fraudulent trades,
have all occurred due to the lack of timeliness of settlement. All financial transaction markets
have a goal of shortening the settlement cycles with a vision toward simultaneous real-time
trading, clearance, payment, and settlement.

Why do we need global identification solutions to this identification problem? Because
systemically important financial institutions are global, transcending sovereign governments’
reach, local regulators rules, and even regional compacts’ oversight. And we now realize that we
have no mechanism for “seeing” the same counterparty’s risk exposure in different financial
firms that each counterparty has received loans from or entered into SWAPSs contracts with or
had risk exposure limits set by them. As it became abundantly clear from the failure of Lehman
Brothers, we could not understand which pieces of the Lehman firm each financial institution
was dealing with, nor understand in what capacity they were doing business, nor were able to
aggregate the risk exposure each had as individual institutions to Lehman’s failure. Lehman and
other global entities had been forced to accommodate each local regulator’s rules for reporting;
each vendor’s, trading market, or Financial Market Utility’s commercial and business interests in
packaging their unique identification language into their valued added product or service; and
each government’s prescription for keeping its ledgers in certain format with its own
identification language.

As the SEC and other regulators are asking, the industry must organize itself to help with the
regulators’ task. By so doing it will bring another order of magnitude change in processing
efficiency and reduced costs and, of course, reduce the operational risk of each institution that
can cascade into systemic risk in the global financial system. Data management in the financial
services industry needs to be a full-time endeavor. We need a federated, industry focused, global
standards organization and standards-based registration authority like GS1.

Cost of the Current Global Reference Data System

Over the many decades that the issue of faulty and duplicate reference data had been debated
there was one overriding issue that appeared to hinder financial institutions from dealing with the
problem. The business case was never made. A P&L manager, and there were and are many in
the silo operational structure of the largest financial institutions, had to be convinced that the
costs/benefits were worth the effort. The “soft” benefits of operational efficiency and lowered
risk were always “understood” but no quantification was ever attempted across the many silos so
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that the financial institution itself could be aware of the value to its stakeholders at the enterprise
level.

The cost of reference data and the savings that the industry can achieve if the infrastructure of
non-standard standards is fixed as is being proposed here, is enormous. Our own estimates are in
the range of US $.25 billion — $1.25 billion, the amount each of the largest US domiciled
financial institutions spend annually on this function (see Operational Risk & Data
Management: Costs, Capital Requirements & Risk Mitigation, A.D. Grody, G. Kaple, F.
Harmantzis, Journal of Operational Risk, Vol. 1, No. 3, 2006, presented at the Financial
Management  Association, European Conference, Stockholm Sweden, June, 2006
http://ssrn.com/abstract=849224. An extensive template for valuing each institutions expenses in
this regard has been prepared and presented to our Alliance.

Various surveys and anecdotal evidence about costs and savings are prevalent in the discussions
of this issue in the past and to the current time. The legislative record on the Dodd Frank Act
contains estimates of an unidentified investment bank’s $300 million in projected savings form a
new standards regime. The record also contains a cost estimate of $1 billion for the US Treasury
to initially fund the Office of Financial Research and its Data Center, after which the largest
financial institutions will be assessed for its on-going operations, estimated at $500 million
annually.

While the significance to the economic stability of the US economy is now paramount as the
reason to get on with “fixing the plumbing” of the financial system, it still behooves us as
business men to make the case of significant infrastructure cost savings. The SEC’s thoughts in
their rule making comment letter http://sec.gov/rules/proposed/2010/34-63446.pdf at page 204
echoes our own thoughts and objectives as stated in this proposal.

“A common set of reference identifiers for participants and products could yield
significant efficiencies in both the public and private sectors..... financial firms
could eliminate the use of multiple proprietary reference systems and move to a
single, widely accepted system.”

We believe that the largest global financial institutions have an opportunity to realize the
significant benefit of cost reduction and operating efficiency inherent in the SEC’s statement.
This would be in addition to the risk mitigation benefit inherent in new capabilities. This benefit
could be realized from common identification standards for better aggregating data across
business silos to understand the enterprise risk each systemically important financial institution is
taking. And it will be in addition to providing the transparency needed for regulators to “see”
that which they are mandated to oversee and cannot do right now.

It is with this cost savings benefit in mind that we seek alternatives for supporting the SEC’s
interest, like the OFR’s and CFTC’s, in a common utility for global reference data.. One such
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facility, which we have discussed with the Alliance, is a collaborative effort to create a common
utility for reference data in all its dimensions. In our dialogue with industry members we have
referred to it as the Central Counterparty for Data Management and was subject of a paper
Infrastructure issues in the securities industry: The case for a central counterparty for data
management Journal of Securities Operations & Custody Volume 2 Number 3, Fall 2009 Volume 2
Number 3, A.D. Grody, http://ssrn.com/abstract=1393022 . In this proposal you will find its
analogue in our proposed Reference Data Registration Authority Data Pool which we refer to as
the RDRA Data Pool or simply the RDRA. This definitional term aligns more closely with the
concepts found in both the OFR’s rule making comment
http://www.treasury.gov/initiatives/Documents/OFR-LEI_Policy Statement-FINAL.PDF at page
4

“Complete automation of back-office activities remains elusive, in part because of
the lack of a universal identifier for legal entities.”

and the subsequently released white paper Creating a Linchpin for Financial Data: The Need
for a Legal Entity Identifier http://ssrn.com/abstract=1723298 authored by Federal Reserve
personnel and co-authored by various government agency personnel including CFTC, SEC,
and OFR personnel. It is presented below in its entirety as Figure 1. In the white paper it is
described as a public/private mechanism constructed to serve as a potential solution to the Legal
Entity Registration Process (and to the UCI identification and registration process sought by the
CFTC and the UIC of the SEC); to serve in a subsequent extension to legal hierarchies and there
distribution; and to create other value added services. We have further expanded on this concept
in this proposal to include registration of all required financial industry identifiers and their
associated reference data.
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Figure 1 — Governments’
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Outline of the Proposed Solution

The following sections describe in detail our proposal for addressing the requirements laid out in
the OFR notice. The highlights of our proposal are as follows:

o [Identification =~ \We propose a system of universal identification for the financial industry,
which includes unique identifier codes (UICs) that satisfy not only the SEC’s requirements,
but those of the CFTC and OFR as well. These UICs are available for participants in an SBS
transaction as well as to be used to identify Legal Entities (J€H, Financial Instruments
(JSiIs) (security based swaps as well as other swaps, financial contracts and financial
instrunments), and Financial Events (corporate changes and life cycle events).

The identifiers we propose are based on the GS1 System, which is a system for the globally
unique identification for business that has been in existence for 40 years. The identifiers
proposed for the financial industry are already well-established industry standards, and the
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Legal Entity Identifier proposed here is already in use internationally by many companies
who also operate in the financial sector.

Issuance  \We propose a method of issuing financial identifiers that is globally distributed,
and directly empowers end users to issue identifiers without having to interact with an
issuing authority each time. This is based on a two-step issuing process in which a user
company first obtains a GS1 Company Prefix which provides the user with a certain capacity
to create financial identifiers, after which the user creates individual financial identifiers
using the company prefix as a stem. This is a proven methodology already well established
in many sectors for the globally unique identification of legal entities, products, supply chain
logistics units, and other business objects. A variable-length company prefix is used, which
is an innovative method by which a wide range of capacity requirements across end user
companies can be accommodated, while still having a short, fixed overall length for
identifiers that eases database management.

Reference Data  \We propose a method for the registration and distribution of reference data
pertaining to financial identifiers that decouples the process of issuing an identifier from the
process of registering and verifying reference data. A key feature of our proposal is the
possibility for multiple, federated registration authorities. For the purposes of registration
and access to reference data these registration authorities act collectively as a single,
worldwide resource. The federated structure, however, makes it possible for the system to
scale internationally, as it can accommodate differences in local laws and regulation across
jurisdictions, and address concerns related to national sovereignty that inevitably arise in an
international environment. It also provides for competition and for leveraging the expertise
of existing solution providers.

The next three sections describe in detail these three aspects of the proposal.

Universal Identification for the Financial Industry

We are proposing a system of universal identifiers for the financial industry. Three identifier
structures are proposed:

Legal Entity Identifier (LEI)
Financial Instrument Identifier (FII)
Financial Event Identifier (FEI)

Transaction Identifier (TID)

While the SEC rule making notice specifically asks for comment on a UIC, we feel that a
comprehensive system should include the CFTC’s and OFR’s requirements to identify business
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entities, financial instruments and financial events as well. The need to comprehensively include
identification of financial instruments and financial events in addition to business entities was
raised by Alliance members and suggested in the SEC’s and CFTC’s rulemaking on product
identification regarding SWAPS (SEC at http://sec.gov/rules/proposed/2010/34-63446.pdf -
page 204, CFTC at
http://www.cftc.gov/stellent/groups/public/@otherif/documents/ifdocs/federalregister112210.pdf
- pages 48 and 49). Further, in the OFR’s request for comments at
http://www.treasury.gov/initiatives/Documents/OFR-LEI_Policy Statement-FINAL.PDF - page
7 it states that the LEI:

“where possible, be compatible with existing systems, work across various platforms,
and not conflict with other numbering or identification schemes.”

We note that in the various constructions of the many financial instrument identifiers that exist
today, the issuer of securities has been identified as part of the numbering convention. While in
many cases not the same as the counterparty or swap participant contemplated by the CFTC and
the SEC, and the legal entity contemplated by the OFR, certainly some of the legal entities
hierarchical affiliations would be identified as issuers of or counterparties and participants in
financial instruments. Therefore, in the case of the financial instrument identifier, where we wish
to give full consideration of the OFR’s request for the LEI not to conflict with other numbering
or identification schemes, there may be a need for a transitional period where existing financial
instrument identifiers will be supported by the new standards, recognizing that existing standards
(i.e. CUSIP in the US is recognized in IRS rulemaking) are embedded in legislation. A fuller
discussion is presented on this issue in the Requirements Regarding LEI (and by association the
UIC for participants, and their parent/child (hierarchical) relationships) Characteristics section of
this proposal.

The structures proposed herein are based on existing global standards for identification that are
part of the GS1 System of standards. In particular, we propose the GS1 Global Location Number
(GLN) as the Legal Entity (participant) UIC Identifier, and two variants of GS1 Global
Document Type ldentifier (GDTI) as the Financial Instrument (SBS UIC) Identifier and as the
Financial Event and Life Cycle Event Identifier. The terms Global Business Entity Identifier
(GBEI), Global Financial Instrument Identifier (GFII), and Global Financial Event Identifier
(GFEI) are used to refer to these GS1 identifiers. The following table summarizes the identifiers
and their roles:
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Role Identifier Name Based on GS1 Standard

Legal Entity Identifier (LEI) Global Business Entity Global Location Number
as the UIC for participants, for | Identifier (GBEI) (GLN)

financial agents (potentially
broker ID, desk ID, and trader
ID), and for counterparty
parents and affilitates

Financial Instrument Identifier | Global Financial Instrument Global Document Type

(FII) as the SBS product UIC | Identifier (GFII) Identifier (GDTI)
Financial Event and Life Global Financial Event Global Document Type
Cycle Event Identifier (FEI) Identifier (GFEI) Identifier (GDTI)
Transaction ID (TID) Global Transaction Identifier | Global Document Type
(GTID) Identifier (GDTI)

We believe there are significant advantages to using these existing GS1 standards:

e These standards exist today, and have been ratified through an international voluntary
consensus standards body. This means that they can be deployed immediately, without

waiting for a new standard to be created and approved.

e (GS1 standards are already in use by many companies throughout the world, and the GLN is
already widely used to identify legal entities in the context of physical supply chains and in
the associated electronic messages. Those companies that already use GLNs for this purpose
can immediately use their existing GLNSs as financial LEIs under this proposal. We estimate
that between 30-50% (depending on geographic region) of companies worldwide that would
need financial LEIs are already using GS1 identification standards, based on our analysis of

listed public companies.

e (Sl identification standards are designed to provide unique identification worldwide, and are
supported by a network of 108 country-specific GS1 “member organizations” across the
globe. Ample capacity exists for the issuance of GS1 identifiers both in the US and
worldwide to meet the needs of the financial industry. (Present US capacity is approximately

100 billion GBEIs, an equivalent number of GFlls, and a virtually unlimited number (10*) of
GFEls. International capacity is approximately five times those numbers.

The identifiers proposed here are all based on a common structure consisting of two main parts:
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e A GS1 Company Prefix assigned to a user company, which provides that user company the
capacity to issue a certain number of GBEIs, GFlls, and GFEIs; and

¢ Remaining digits assigned by the user company to create an individual GBEI, GFIl, or GFEI.

e There is also an additional “check digit” that helps protect data integrity, and the GFEI
includes a third component to identify individual financial event.

The GS1 Company Prefix, its role in issuance of GBEIs and other identifiers, and the benefits
this approach brings are discussed in the following section.

Legal Entity Identifier (LEI) -- the Global Business Entity Identifier (GBEI)

We are proposing the following structure for a Global Business Entity Identifier (GBEI), based
on the GS1 Global Location Number (GLN). The GBEI is a global identifier that uniquely
identifies a business entity that is a participant or reference entity or counterparty in financial
transactions or in the supply chain of financial services process, such as a clearinghouse,
counterparty, custodian, data vendor, dealer, depository agent, exchange, financial institution,
issuer, trading advisor, etc. GBEIs are issued in such a way that they are globally unique, across
all countries, markets, and regulatory regimes.

The GBEI number is a non-intelligent number, with no intrinsic meaning. Information about the
entity or location resides in an associated database or registry and would include (among other
data) name, address, contact information, the role of the entity, and the hierarchical position in
which it resides relative to the parent and/or subsidiary legal identifiers. If there are other
identifiers in use for that entity, they may be cross-mapped to the GBEI in the associated
database. Registration of such reference data is discussed later.

The GBEI may be issued in one of three ways:

e For a company that already has a GS1 Company Prefix, that company will assign a GBEI to
each business entity under its authority that needs to be identified based upon criteria to be
established in further consultation with regulators and perhaps public auditing firms

e [For a company that is required under regulation to obtain a GS1 Company Prefix, that
company will do so by requesting one from its GS1 local registration authority and then
assign a GBEI to each business entity under its authority that needs to be identified based
upon criteria to be established in further consultation with regulators and perhaps other
government entities.

e [For a company that requires a single GBEI but does not issue financial instruments nor
participate in financial contracts, or otherwise does not have a need for a GS1 Company
Prefix, an individual 13-digit GBEI value may be issued by the local GS1 Member
Organization to the requesting entity.
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Over time most organizations go through a number of lifecycle events, including mergers,
acquisitions, divestitures, private placements, initial offerings, index changes, bankruptcies, and
physical moves. There are scenarios where one company’s GBEI values may need to be
integrated into the purchasing company’s existing structure.  Such changes may be
accommodated easily by updating the associated reference data records.

It is anticipated that rules for allocation of GBEIs and for the construction and maintenance of
associated reference data will be adopted by industry and approved by regulators in consultation
with public company auditors who, themselves, on behalf of their clients, need to understand the
companies’ legal identities and legal structures. GS1, as a voluntary consensus standards body,
has an established process by which industry stakeholders can develop allocation rules of this
kind, including appropriate input from regulators. Such rules would address questions such as
the following:

e When one organization acquires another organization, the GBEI values of the acquired
organization may continue to be used and integrated into the acquiring company’s hierarchy.

e When one organization makes a partial purchase of another organization, the GBEI values of
the acquired organization continue to be used and integrated into the acquiring company’s
hierarchy.

e Should a company change its name, the same GBEI value continues to be used.

e If a legal entity relocates to a new city, town or country (i.e. a physical location change), the
same GBEI continues to be used.

It is the assigning company’s responsibility to communicate and register each GBEI into the GS1
Global Registry, and to register reference data with a reference data registration authority
(RDRA), subject to regulation. Registration of identifiers and reference data is discussed in a
later section.

GBEI Identifier Key Structure

GS1 Company Prefix > < Location Reference

N. N2 N3 Na Ns Nes N; Nsg No Nipo N11 N1z N13

The GBEI is the GS1 Global Location Number (GLN) identifier key structure, which is a 13-
digit number constructed from three parts:

o GSI Company Prefix The GS1 Company Prefix is provided by the local GS1 Member
Organization to the user company that wishes to create a GBEI. The GS1 Company Prefix is
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a six to eleven digit number that is assigned exclusively to the user company. If a user
company already has a GS1 Company Prefix that is used for other business applications, that
GS1 Company Prefix may also be used to generate financial services GBEIs.

e Location Reference The Location Reference is a one to six digit number assigned by the
user that identifies the legal entity. The length of the Location Reference Number varies,
based on the length of the GS1 Company Prefix. The combined length of the GS1 Company
Prefix and the Location Reference Number is always 12 digits. (Leading zeros are used as
necessary.)

The policy for assigning Location Reference numbers is up to the user holding the GS1
Company Prefix to determine for itself; however, a typical policy is to assign the first legal
entity the value 1 (with as many leading zeros as necessary), the next legal entity the value 2,
and so on for as many GBEIs as the user needs to create. It is the responsibility of the user to
ensure that each legal entity is assigned a distinct Location Reference, and therefore a
globally unique GBEI.

e Check Digit A one digit number that is calculated algorithmically from the other 12 digits,
according to the procedure given in the GS1 standard. The Check Digit helps ensure the
integrity of the identifier by providing for the detection of keyboarding errors and the like

Financial Instrument Identifier (Fll) — the Global Financial Instrument Identifier
(GF1I)

We are proposing the following structure for a Global Financial Instrument Identifier (GFII),
based on the GS1 Global Document Type Identifier (GDTI). The GFII proposed here is a global
identifier that uniquely identifies a security, a financial contract, or a financial instrument. GFlls
are issued in such a way that they are globally unique across all countries, markets, and
regulatory regimes.

The GFII number is a non-intelligent number, with no intrinsic meaning. Information about the
financial instrument resides in an associated database or registry and would include (among other
data) name, address, contact information, type of instrument or contact, and the GBEI of the
issuer or originator of the contract. If there are other identifiers in use for that instrument or
contract, they may be cross-mapped to the GFII in the associated database.

The GFII may be issued in one of three ways:

e For a company that already has a GS1 Company Prefix, that company will assign a GFII to
each financial instrument under its authority that needs to be identified based upon criteria to
be established in further consultation with regulators and perhaps public auditing firms

e [For a company that is required under regulation to obtain a GS1 Company Prefix, that

company will do so by requesting one from its GS1 local registration authority and then
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assign a GFII to each financial instrument under its authority that needs to be identified based
upon criteria to be established in further consultation with regulators and other government
entities

Over time most organizations go through a number of corporate and life cycle events,
including mergers, acquisitions, divestitures, private placements, initial offerings,
bankruptcies, physical moves, cash flow changes, index adjustments, and factor adjustments.

There are scenarios where one issuer’s GFIl values may need to be integrated into the
purchasing company’s existing structure. Such changes may be accommodated easily by
updating the associated reference data records.

It is anticipated that rules for allocation of GFlls and for the construction and maintenance of
associated reference data will be adopted by industry and approved by regulators in consultation
with public company auditors who have to perform due diligence in valuing security and contract
positions maintained in a financial institutions records as part of its audit. GS1, as a voluntary
consensus standards body, has an established process by which industry stakeholders can
develop allocation rules of this kind, including appropriate input from regulators. Such rules
would address questions such as the following:

When one organization makes a total purchase of another organization, may the GFII values
of securities issued by the acquired organization continue to be used and integrated into the
acquiring company’s hierarchy?

When one organization makes a partial purchase of another organization, may the GFII
values of securities issued by the acquired organization continue to be used and integrated
into the acquiring company’s hierarchy?

Following a corporate action or a life cycle event that has a material effect on an existing
financial instrument or contract, may the same GFII value continue to be used to identify that
instrument?

It is the assigning company’s responsibility to communicate and register each GFII into the GS1
Global Registry, and to register reference data with a reference data registration authority
(RDRA), subject to regulation. Registration of identifiers and reference data is discussed in a
later section.

GFII Identifier Key Structure

Check

GS1 Company Prefix > < Document Type Number Digit

Ni. N2 Ns Na Ns N Nz Nsg Ng N N11 N1z N13
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The GFII uses the GS1 Global Document Type (GDTI) identifier key structure, which is a 13-
digit number constructed from three parts:

o GSI Company Prefix The GS1 Company Prefix is provided by the local GS1 Member
Organization to the user company that wishes to create a GFIl. The GS1 Company Prefix is
a six to eleven digit number that is assigned exclusively to the user company. If a user
company already has a GS1 Company Prefix that is used for other business applications
(including the issuance of GBEIs and GFEIs), that GS1 Company Prefix may also be used to
generate financial services GFlls.

e Document Type Number The Document Type Number is a one to six digit number assigned
by the user that identifies the financial instrument. The length of the Document Type
Number varies, based on the length of the GS1 Company Prefix. The combined length of the
GS1 Company Prefix and the Document Type Number is always 12 digits. (Leading zeros
are used as necessary.)

The policy for assigning Document Type numbers is up to the user holding the GS1
Company Prefix to determine for itself. However, a typical policy is to assign the first
financial instrument the value 1 (with as many leading zeros as necessary), the next financial
instrument the value 2, and so on for as many GFlls as the user needs to create. It is the
responsibility of the user to ensure that each financial instrument is assigned a distinct
Document Type Number, and therefore a globally unique GFII.

A Document Type Number of all zeros is reserved for use in the GFEI, as described in a
following section.

e Check Digit A one digit number that is calculated algorithmically from the other 12 digits,
according to the procedure given in the GS1 standard. The Check Digit helps ensure the
integrity of the identifier by providing for the detection of keying errors and the like.

It is recognized that there already exist systems of identifying securities, contracts, and other
financial instruments. In some cases, such existing systems are embedded in legislation (e.g.,
CUSIP as the US identification in IRS rulemaking and in industry best practices such as symbols
and ISIN numbers). On the other hand, it is also recognized that none of the existing systems
attain the goals of global uniqueness, persistence, and comprehensiveness that are understood to
be needed to fully address the issue of systemic risk.

Therefore, we anticipate that there will of necessity be a period of transition in which the GFII
co-exists with existing numbering systems for financial instruments, perhaps for decades as had
been the case in country specific standards setting regulatory mandates in the past.
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There may also be a need to employ techniques to achieve backwards compatibility, such as
schemes that embed an older identifier within a GFIl under specified conditions. Similar
techniques have been used in other situations where GS1 identifiers have been used to unify
older systems of identification; for example, the GS1 Global Trade Item Number encompasses
the older Universal Product Code, the European EAN code, the International Standard Book
Number (ISBN), the US National Drug Code (NDC), and others. In Appendix VIII we illustrate
how such an approach might be taken with respect to the GFIl and GFEI proposed herein. We
propose bringing together financial industry stakeholders and, through the GS1 Global Standards
Management Process (GSMP), a voluntary consensus standards body, develop the specific
techniques needed within the financial industry to properly accommodate existing financial
instrument and contract identification systems and enable a smooth transition towards a universal
GFII.

Financial Event Identifier (FEI) — the Global Financial Event Identifier (GFEI)

We propose the following structure for a Global Financial Event Identifier (GFEI), based on the
GS1 Global Document Type Identifier (GDTI). The GFEI proposed here is a global identifier
that uniquely identifies an event that pertains to a specific financial instrument such as a
corporate event of a security or a life cycle event pertaining to a specific financial contract, or
uniquely identifies an event that is not tied to any specific financial instrument such as a
bankruptcy or the announced merger of two companies. GFElIs are issued in such a way that
they are globally unique, across all countries, markets, and regulatory regimes.

The GFII number is a non-intelligent number, with no intrinsic meaning. Information about the
financial instrument resides in an associated database or registry and would include (among other
data) name, address, contact information, type of instrument, details of dates, rates, cash flows,
currency, other action codes, and the GBEI of the issuer. If there are other identifiers in use for
that instrument, they may be cross-mapped to the GFII in the associated database. The only
aspect of “intelligence” in the GFEI is that in the case of an event pertaining to a specific
financial instrument, the first 13 digits of the GFEI are identical to the 13-digit GFII that
identifies that financial instrument.

The GFEI may be issued in one of two ways:

e For a company that already has a GS1 Company Prefix, that company will assign a GFEI to
each financial event under its authority that needs to be identified based upon criteria to be
established in further consultation with regulators and public auditing firms

e [For a company that is required under regulation to obtain a GS1 Company Prefix, that
company will do so by requesting one from its GS1 local registration authority and then
assign a GFEI to each financial instrument under its authority that needs to be identified
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based upon criteria to be established in further consultation with regulators and public
auditing firms

It is the assigning company’s responsibility to communicate and register each GFEI into the GS1
Global Registry, and to register reference data with a reference data registration authority
(RDRA), subject to regulation. Registration of identifiers and reference data is discussed in a
later section.

GFEI Identifier Key Structure

Check Serial Number*

GS1 Company Prefix > < Document Type Number Digit

N:i Nz Nz Ns Ns Ng N7 Ng No Nio N11 N1 N13 N14 variable N 39

*See discussion of eliminating this component of the GFEI through substitution of reference data and other
discussions of the use of these digits for backward compatibility to be found in Appendix VIl

The GFEI is the GS1 Global Document Type (GDTI) identifier key structure, which is a 14- to
30-digit variable-length number constructed from four parts:

o GSI Company Prefix The GS1 Company Prefix is provided by the local GS1 Member
Organization to the user company that wishes to create a GFEI. The GS1 Company Prefix is
a six to eleven digit number that is assigned exclusively to the user company. If a user
company already has a GS1 Company Prefix that is used for other business applications
(including the issuance of GBEIs and GFlls as described elsewhere), that GS1 Company
Prefix may also be used to generate financial services GFEIs.

e Document Type Number The Document Type Number is a one to six digit number assigned
by the user that identifies the financial instrument to which the financial event pertains.
There are two possibilities:

e For a financial event that pertains to a specific financial instrument, the GS1 Company
Prefix, Document Type Number, and Check Digit are identical to the GFII of that
financial instrument. That is, in this case the first 13 digits of the GFEI are identical to
the GFII of the relevant financial instrument.

e For a financial event that does not pertain to a specific financial instrument, the
Document Type Number is all zeros.
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The length of the Document Type Number varies, based on the length of the GS1 Company
Prefix. The combined length of the GS1 Company Prefix and the Document Type Number is
always 12 digits. (Leading zeros are used as necessary.)

e Check Digit A one digit number that is calculated algorithmically from the preceding
12 digits, according to the procedure given in the GS1 standard. The Check Digit helps
ensure the integrity of the identifier by providing for the detection of keying errors and the
like.

o Serial Number A variable-length number (but always having at least one digit) that
identifies the financial or life cycle event. The first event for a given financial instrument or
corporate wide event is assigned Serial Number 1, the next event for the same financial
instrument (or corporate wide event) Serial Number 2, and so on. The serial number of a
GFEI shall be no more than 5 characters, to distinguish it from the GTID described in the
next section.

Financial Transaction Identifier (TID) — the Global Transaction Identifier (GTID)

We propose the following structure for a Global Transaction Identifier (GTID), based on the
GS1 Global Document Type Identifier (GDTI). The GTID proposed here is a global identifier
that uniquely identifies a transaction involving a specific financial instrument or contract such as
a trade of a specific security or derivative, or other type of transaction. GTIDs are issued in such
a way that they are globally unique, across all countries, markets, and regulatory regimes.

The GTID number is a non-intelligent number, with no intrinsic meaning. Information about the
financial transaction resides in an associated transaction database maintained by the issuer of the
GTID, and would include (among other data) name, address, contact information, type of
transaction, trade and settlement dates, financial terms, prices, and the GBEIs of the
counterparties. If there are other identifiers in use for that transaction, they may be cross-
mapped to the GTID in the associated database. The only aspect of “intelligence” in the GTID is
that the first 13 digits of the GTID are identical to the 13-digit GBEI that identifies the legal
entity that issued the GTID. The latter aspect makes it possible to identify the legal entity whose
own transactional database holds detailed information about the transaction.

The GTID may be issued in one of two ways:

e For a company that already has a GS1 Company Prefix, that company will assign a GTID to
each financial transaction under its authority that needs to be identified based upon criteria to
be established in further consultation with regulators and public auditing firms

e [For a company that is required under regulation to obtain a GS1 Company Prefix, that
company will do so by requesting one from its GS1 local registration authority and then
assign a GTID to each financial transaction under its authority that needs to be identified
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based upon criteria to be established in further consultation with regulators and public
auditing firms

It is the assigning company’s responsibility to maintain information about each GTID it issues in
its own transactional databases.

GTID Identifier Key Structure

Check Serial Number*

GS1 Company Prefix > < Document Type Number Digit

N: Nz Nz Ns Ns Ng N7 Ng No Nio N11 N1 N13 N14 variable N 39

The GTID is the GS1 Global Document Type (GDTI) identifier key structure, which is a 14- to
30-digit variable-length number constructed from three parts:

GS1 Company Prefix The GS1 Company Prefix is provided by the local GS1 Member
Organization to the user company that wishes to create a GTID. The GS1 Company Prefix is
a six to eleven digit number that is assigned exclusively to the user company. If a user
company already has a GS1 Company Prefix that is used for other business applications
(including the issuance of GBEIs and GFlls as described elsewhere), that GS1 Company
Prefix may also be used to generate financial services GTIDs.

Document Type Number The Document Type Number is a one to six digit number assigned
by the user that identifies the legal entity issuing the financial transaction identifier. The GS1
Company Prefix, Document Type Number, and Check Digit are identical to the GBEI of that
legal entity. That is, in this case the first 13 digits of the GBEI are identical to the GBEI of
the issuing company.

The length of the Document Type Number varies, based on the length of the GS1 Company
Prefix. The combined length of the GS1 Company Prefix and the Document Type Number is
always 12 digits. (Leading zeros are used as necessary.)

Check Digit A one digit number that is calculated algorithmically from the preceding
12 digits, according to the procedure given in the GS1 standard. The Check Digit helps
ensure the integrity of the identifier by providing for the detection of keying errors and the
like.

Serial Number A variable-length number (but always having at least six characters in order
to distinguish a GTID from a GFEI) that identifies the unique transaction ID. The legal
entity that issues the GTID may assign serial numbers in any manner it wishes, so long as
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each transaction is given a unique GTID. For example, a company may simply issue
sequential serial numbers. However, recognizing that sequential serial numbers have the
possibility of revealing information about transaction volume to other parties, a company
may allocate serial numbers sparsely, and/or use a cyptographically secure pseudo-random
number generator to create serial numbers that cannot be reverse-engineered.

Issuance of GBEIs and Other Identifiers

This section outlines the envisioned process for issuing Global Business Entity ldentifiers
(GBElIs). A similar process applies to the Global Financial Instrument Identifier (GFII) and
Global Financial Event Identifier (GFEI). This section does not apply to GTIDs, which do not
have globally shared reference data.

A distinguishing feature of the GS1 System is that globally unique identifiers are issued in a two-
step process, which empowers an end user company to issue individual identifiers for itself with
no intermediary involved. This is in stark contrast to the issuance process used in the financial
services industry today. The issuance process in the GS1 System works as follows:

e A user company that anticipates a need to issue GBEIs, GFlls, or GFEIs, first obtains a GS1
Company Prefix from a local GS1 Member Organization. The GS1 Company Prefix is a
string of six to eleven digits that may be used in the next step to issue individual identifiers.
A user company chooses the length of the GS1 Company Prefix it requests based on its
anticipated capacity requirements, as described below.

e Once a user company has obtained a GS1 Company Prefix, it may issue an individual GBEI
by assigning the remaining digits according to the structure defined for the GBEI (see
sections above). A user company may repeat this step as many times as needed for each
GBEI that it needs to create.

In the context of financial services, we also anticipate that each time a company issues a unique
GBEI it will be required to register that GBEI into the GS1 Global Registry, and to register
reference data with a Reference Data Registration Authority (RDRA) of its choice.. Registration
of identifiers and reference data is discussed in a later section.

Figure 2 illustrates the issuance process.
This structure for issuing GBEIs provides many benefits:

e It reduces the degree of interaction between an end user and the issuing authority (namely,
GS1). A single GS1 Company Prefix provides the end user the capacity to issue many
GBEls, GFlls, and GFEIs without further interaction with GS1. This reduces costs for end
users.
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