Annexure

Step by step guide in respect of processing of instructions under Block mechanism

based on matching with client level obligation data received from Clearing

Corporations.

SEBI has vide its circular no. SEBI/HO/MIRSD/DOP/P/CIR/2021/595 dated July 16, 2021 issued the guidelines
regarding Block Mechanism in demat account of clients undertaking sale transactions.

In the aforesaid SEBI Circular, at point no. 3 it is stated that, “When the client intends to make a sale transaction,

shares will be blocked in the demat account of the client in favour of Clearing Corporation. If sale transaction

is not executed, shares shall continue to remain in the client’s demat account and will be unblocked at the end

of the T day. Thus, this mechanism will do away with the movement of shares from client’s demat account for

early pay-in and back to client’s demat account if trade is not executed.”

In this regard, the process flow followed for block mechanism is mentioned below:

Block Mechanism process:

1)

5)

6)

8)

The client who wishes to opt for block facility shall provide instruction (to their Participant in physical
mode or submit instruction in electronic mode on NSDL eservices portal) or broker can initiate block
instruction on the basis of POA given by the client. The blocking of securities in respect of instructions
submitted through NSDL Demat Gateway (i.e. eDIS) facility is already available in NSDL system.

As per the SEBI’s direction, the facility of block mechanism is on optional basis and Early Pay-in
mechanism through CM pool account shall also continue. Hence, in respect of clients who have not
opted for block mechanism, the Participants / Brokers can continue with existing settlement process
without any changes.

The Account Transfer or Inter Depository Transfer (IDT) with block facility for transferring the securities
from client’s demat account to the CM’s account will be always initiated with Early Pay-in facility in
NSDL system. Upon execution of instruction with block with EPI facility, the securities will be blocked
immediately in client account in NSDL system and the details of such instructions shall be shared with
the respective Clearing Corporations (CCs) for providing EPI benefits to the clients on online basis.
While providing the block securities details to CCs for EPI benefits, NSDL will provide the unique UCC
details of transfer instructions viz., UCC, TM ID, Exchange ID etc. The UCC details will not be obtained
from the Participant / Brokers / Clients while processing the Account Transfer / IDT instruction under
block mechanism. The unique UCC details will be derived from the UCC master as provided by Stock
Exchanges based on the instruction details such as Client PAN, CM ID, Market Type and Settlement
Number. Brokers are not required to execute separate Early Pay-in (IDO) instruction for transferring
the securities from CMs account to CCs account for pay-in purpose.

CC will match the client level net obligations with the EPI details provided by NSDL and CC will provide
EPI benefit to client if the client level net obligation exists for the particular client.

If the unique UCC details are not identified in UCC master based on instruction details then such
instructions will not be considered for Block Mechanism. In such cases, securities will not be blocked
in client account and securities will be credited in CM pool account as per existing settlement
mechanism. Brokers will be required to execute separate IDO instruction for obtaining the EPI benefit
from CCs.

The securities will be blocked in client’s account only if NSDL is able to find unique UCC details in UCC
master.

CCs will upload EPI reversal file in NSDL system for cancellation of EPI instruction which are not
matching with client level net sale obligation as available with CCs.
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9) CCs will provide the client wise net sale obligation details to NSDL on daily basis in respect of agreed
segments and market types. The instruction submitted under block mechanism will be matched with
the client level net sale obligation provided by the CCs. In case of matched instruction, securities will
be debited from client’s block account and credited in CM’s account for pay-in purpose. In case of
unmatched instructions which are not cancelled by CCs, NSDL will cancel such instruction and
securities will be debited from client’s account block balance and credited in client’s account as free
balance.

The systems enhancements in respect of processing of instructions under Block mechanism based on matching
with client-wise net delivery obligation data received from Clearing Corporations are mentioned below:

Changes in respect of Account Transfer / Inter Depository Transfer (IDT) instruction on eDPM system:

As communicated to Participants vide NSDL Circular nos. NSDL/POLICY/2021/0058 dated June 19, 2021 and
NSDL/POLICY/2021/0067 dated July 02, 2021, the “Block with Early Pay-in” flag is added in Account Transfer
and Inter Depository Transfer (IDT) instructions in respect of eDPM, SPEED-e and SPICE system for Block
Mechanism as mentioned below:

A. Back-office Interface: Addition of “Block with Early Pay-in” flag in Account Transfer and IDT module which
will be applicable for Transaction types viz., 904 & 925 (BO to CM transactions). The aforesaid flag will not
applicable for DIS Type ‘7’ — Demat Gateway. As block mechanism is already implemented in respect of
instructions submitted through Demat Gateway (i.e. eDIS), the facility in respect of Demat Gateway as
informed to Participants vide NSDL Circular no. NSDL/POLICY/2021/0044 dated May 07, 2021 regarding
Acceptance of delivery instructions through Demat Gateway (eDIS) will remain unchanged.

The “Block with Early Pay-in” flag is added in respect of Delivery to Pool and IDT file formats of SPEED-e
system (for token based users) and in SPICE (batch Upload by CM for on behalf of Clients on the basis of
POA) file formats.

The details in respect of aforesaid “Block with Early Pay-in” flag are provided below:

i) 0 orSpace: No Block and No Early Pay-in viz., Do not block the securities in client account and do
not initiate Early Pay-in. The existing mechanism of settlement will continue.
ii) 1: Block with Early Pay-in viz., Block the securities in client account and initiate Early Pay-in.

Changes in respect of Reports / Download in Local DPM / eDPM system:

1) The details in respect of UCC, TM ID and Exchange ID (derived from UCC master) alongwith Block with
Early Pay-in flag will be provided in Change of Order Day (COD) export in the Local DPM system. (Please
refer NSDL Circular No. NSDL/POLICY/2021/0058 dated June 19, 2021 regrading file formats).

2) The export viz., ‘eDIS / Block Mechanism Early Pay-in Export’ will be provided under ‘Upload/Download
- Download’ menu in eDPM system in respect of instruction processed by enabling Block with Early
Pay-in flag.

(Please refer NSDL Circular No. NSDL/POLICY/2021/0058 dated June 19, 2021 regrading file formats).

3) As Participants are aware, NSDL had provided ‘Statement of Obligation’ Report in Local DPM system
wherein Net obligation details (shortages in CM pool account for particular market type and
settlement number) are displayed based of Accepted / Overdue Delivery Out (DO), Irreversible
Delivery Out (IDO) and Auto Delivery Out (ADO) instructions and present pool positions. The aforesaid
report has been enhanced to provide the Net Obligation details (shortages in CM pool account for
particular market type and settlement number) by considering the eDIS and Block mechanism related
instruction submitted as Early Pay-in instructions.
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Screen based/manual mode of instruction execution: The “Block with Early Pay-in” flag is added at
transaction level on the Account Transfer / IDT screen in respect of eDPM / SPEED-e system. If Participant
wishes to block the securities in client account and avail client level EPI benefit, then user has to enable
the “Block with Early Pay-in” flag. If the said flag is not enabled, then instruction will not be considered
for Block mechanism and the existing process of settlement will continue.

Matching of Block mechanism based instructions with CC obligation:

i)

NSDL will validate details of Intra or Inter depository transfer instructions with UCC details available in
UCC master provided by Stock Exchanges to NSDL. Matching will be done based on UCC, Unique TM
ID, Exchange ID and Segment details available in UCC Master.

NSDL will block the securities in client’s demat account in respect of Intra account transfer instruction
till receipt of client level net sale obligation from CCs. In case of matched instructions, securities will
be debited from client’s demat account and credited in CM account on T day or T+1 day (based on
receipt of full obligation from CCs). The facility to block the securities in client’s demat accounts till
Pay-in date in respect of Intra account transfer instructions will be implemented effective from August
14, 2021.

In case of IDT instruction, the securities will be blocked in client’s demat account till receipt of client
level net delivery obligation from CCs. In case of matched IDT orders, securities will be debited from
client’s demat account (in Source Depository) and credited in CM account (Target Depository) on T day
or T+1 day (based on receipt of full obligation from CCs). The facility to block the securities in client’s
demat accounts till Pay-in date in respect of IDT instruction will be provided shortly (in phase Il) based
on mutually agreed date by both depositories.

The process of matching of eDIS based instruction with CC obligation will remain unchanged as per
NSDL Circular no. NSDL/POLICY/2021/0044 dated May 7, 2021 regarding Acceptance of delivery
instructions through Demat Gateway (eDIS) for DIS Type ‘7’ — Demat Gateway. However, in case of
eDIS based instruction also, the securities shall be blocked in the client account till the BOD of pay-in-
date.

Other points to be noted:

CCs will upload segment wise separate obligation files on NSDL system as per agreed process, format and
timelines.

CCs can upload Part or Final (incremental files) on T and T+1 day respectively. Based on which the
instruction matching with obligation data will be carried out in DPM system.

The Full / Partial EPI cancellation facility is provided to CCs for executing reversal of Account Transfer / IDT
instructions for which matching obligation is not available at CCs.

If Block mechanism based Account Transfer / IDT instruction Quantity is less than or equal to obligation
quantity then Account Transfer / IDT instructions will be processed otherwise such instructions will be
rejected.

In case of IDT instructions, system will not allow users to submit instructions before Trade Date till
implementation of phase Il. Further, in case of non-availability of matching obligation, IDT orders will be
rejected at EOD of execution date.

The matching of Block mechanism based Account Transfer / IDT instructions with obligation data will be
carried out as follows:
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i. Before receipt of obligation: Matching will be carried out at EOD of T or T+1 day i.e. obligation
received date.
ii. After receipt of obligation: Matching will be carried out on real time basis at the time of execution
of instruction.

If the requisite quantity is not available in client’s demat account, then such instruction will be marked in
Overdue status. Such overdue instructions will be matched against obligation at time of initiation of
instruction. If instruction is matched with obligation details, instruction will be marked as ‘Matched’ and
will be maintained in Overdue status. If credit of securities is received in client demat account before Pay-
in date in case of overdue account transfer instruction and before EOD of execution date in case of overdue
IDT instruction, then such instructions will be processed further depending on Block with Early Pay-in flag
as ‘0-No’ or ‘1 -Yes'. If EPI flag is ‘1-Yes’, then such orders will also be sent in Block mechanism EPI export
to CCs.

In case of Future dated orders, Block mechanism based Account Transfer and IDT instructions will be
matched against obligation on execution date of instruction. The other matching and instruction
processing logic will remain same as explained above.

Participants are requested to note that CCs shall be sharing obligation details to NSDL in respect of
segments (viz., agreed Market Types) and matching of Block mechanism instruction with CC obligation
details will be done in respect of market types given under respective segments (Segment wise Market
Types are enclosed at Annexure A). The obligation data in respect of Tender Offer and Mutual Fund related
Market Types will not be provided by CCs and Block mechanism based instructions for the aforesaid Market
Types will be processed as per existing process with obligation matching.

As directed by SEBI, Pool to Pool transfers except TM pool to CM pool shall not be permitted. Further,
Inter-settlement shall not be allowed from TM Pool account and CM pool account. In this regard, the
validations which will be incorporated in respect of Pool to Pool and Inter-settlement module are enclosed
at Annexure B. The said validations will be incorporated in NSDL system shortly and the same will be
communicated to Participants separately. Till that time Participants are requested to ensure necessary
controls at their end to operationally adhere to the validations mentioned at Annexure B.
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