BUSINESS JUSTIFICATION

FOR THE DEVELOPMENT OF NEW SO 20022 FINANCIAL REPOSITORY ITEMS

A. Name of the request:

Securities Management Accounting Book-Entry Instruction

B. Submitting organisation:

ISITC

390 Amwell Road, Suite 402
Hillsborough, NJ 08844
USA

ISITC represents around 75 organisations from the buy-side, sell-side, global custodian,
vendor and utility communities.

C. Scope of the new development:

Investment Managers instruct their account servicers to make a net payment/receipt to/from a
custody account using existing standards. However, investment managers also send the
related accounting information in a separate instruction.

The scope of this Business Justification addresses this latter process. ISITC proposes a
solution to create a new 1SO 20022 message which will allow an Investment Manager to
send an accounting book-entry instruction relating to a cash movement to an account
servicer. This new message will provide details on how to allocate for accounting purposes -
by debit/credit amount and cash purpose — a net cash payment to /receipt from an external
counterparty. This message will also allow an Investment Manager to provide additional
accounting detail for a single book-entry.

This business process is primarily a function of fund accounting, and as such ISITC proposes
that the resulting message belong to the semt ISO 20022 Business Area.

It is impossible to provide a precise estimate of the expected volumes, but as a rule of thumb
ISITC expects the usage volume of this new message will be broadly comparable to the
combined volumes of the MT202/210 sent by Investment Managers to Global Custodians.

ISITC proposes that the Securities SEG be assigned to lead the evaluation of the candidate
Fund Accounting semt message, with participation of the Payments SEG.
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The 1ISO 20022 Business Application Header (head.001) will be included in this message.

There are no plans to develop or deploy the message in any syntax other than 1ISO 20022
XML.

D. Purpose of the new development:

In today’s environment, Investment Managers typically use the MT202/210 to instruct an
account servicer to make a net payment/receipt to/from a single custody account. The
Investment manager must send the related accounting information in a separate instruction
(e.g. fax, spreadsheet, e-mail, etc.) because there is no appropriate message standard
available.

In future, the Investment Manager will send a payment initiation pacs.009, or a camt.057
notice to receive cash, to the account servicer instructing them to process an actual
payment/receipt to/from an external counterparty. The purpose of the proposed message is to
introduce a standard format and syntax for providing breakdown information and/or
additional accounting detail related to a payment or receipt of funds, allowing both the
investment manager and account servicer to automate the processing of the breakdown.

We believe this will lead to significant savings for the securities industry in terms of the
reduction/elimination of manual processing, as well as the reduction/elimination of fails and
interest claims. A precise estimate of said savings is not feasible. However, we believe that
closing this gap in the coverage of message standards significantly enhances the value
proposition for migration to 1ISO 20022.

E. Community of users and benefits:
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1. Benefits/savings:

Investment Managers and Fund Administrators.

e Expected headcount savings. New message enables automation of a process
which is performed manually by both parties today.

e Reduction in operational risk. Manual transmission no longer needs to be re-
keyed into the accounting platform.

2. Adoption scenario:

The securities industry has not yet set a date for mainstream adoption of ISO 20022.
ISITC believes that closing this gap in the process enhances the value proposition for
migration. ISITC anticipates that the new message would be implemented at the same
time as the migration to the pacs.009 and camt.057 messages

3. Volumes:

As noted above, the number of users and volumes of the new message are expected to be
broadly similar to the current usage and combined volume of the MT202 and 210 sent by
the IM community today. There is no timeframe for adoption of 20022 at this time. The
success of this project is tied directly to the mainstream implementation of 1ISO 20022 by
the securities industry.

4. Sponsors and adopters:

As noted above, to the extent that the US buy-side community and their Global
Custodians agree upon an approach and a timeline for the adoption of ISO 20022 then
the likelihood of success of the proposed new message is very high.

F. Timing and development:
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As noted above, it is important to close this gap in standards coverage asap, otherwise
ISITC believes that the mainstream adoption of ISO 20022 by the securities industry may
be delayed.

ISITC/SWIFT intend to submit the candidate message model for review in Q3 2011, in
an attempt to get the message published and available for usage by the end of Q4 2011.

As noted above, ISITC represents a significant majority of the US Investment
Management community and ALL of the major US based Global Custodians. ISITC
expects that these organisations will be involved in the development.

ISITC is not aware of any other similar initiatives.

G. Commitments of the submitting organisation:
ISITC confirms that it will:

- work together with SWIFT to develop the candidate ISO 20022 business and
message models that will be submitted to the RA for compliance review and
evaluation.

- address any queries related to the description of the models and messages as
published by the RA on the ISO 20022 website.

ISITC confirms that it will promptly inform the RA about any changes or more accurate
information about the number of candidate messages and the timing of their submission to
the RA.

ISITC confirms our intent to organize testing or the actual implementation of the messages
once the related documentation has been published by the RA. The purpose is to ensure that
the documentation of the messages is accurate and consistent and to verify that the approved
messages can be implemented with no adverse effects on communication infrastructures
and/or applications.

ISITC confirms that it is committed to initiate and/or participate in the future message
maintenance.

ISITC confirms its knowledge and acceptance of the ISO 20022 Intellectual Property Rights
policy for contributing organisations, as follows.
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“Organizations that contribute information to be incorporated into the 1SO 20022
Repository shall keep any Intellectual Property Rights (IPR) they have on this information. A
contributing organization warrants that it has sufficient rights on the contributed
information to have it published in the ISO 20022 Repository through the 1ISO 20022
Registration Authority in accordance with the rules set in 1ISO 20022. To ascertain a
widespread, public and uniform use of the ISO 20022 Repository information, the
contributing organization grants third parties a non-exclusive, royalty-free licence to use the
published information”.

H. Contact persons:

ISITC identifies the following persons that can be contacted by the RA, RMG or SEG to get
additional information on the project and/or its business justification.

Mr. Steve Goswell  BlackRock (steve.goswell@blackrock.com)

Mr. Jason Brasile State Street (jason.brasile@statestreet.com)

Mr Peter Moon Omgeo, LLC (peter.moon@omgeo.com)

Ms. Teresa Aguiar  Brown Brothers Harriman (teresa.aguiar@bbh.com)

I. Comments from the RMG members and relevant SEG(s) and disposition of
comments by the submitting organisation:
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