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METHOD AND APPARATUS FOR
REFERENCE DATA SCRUBBING

CROSS-REFERENCE TO RELATED
APPLICATIONS

[0001] This application claims priority under 35 U.S.C.
§120 and is a continuation of U.S. patent application Ser. No.
13/335,429, filed on Dec. 22, 2011, entitled “Method And
Apparatus For Reference Data Scrubbing,” now allowed,
which is a divisional of U.S. patent application Ser. No.
10/608,673, filed Jun. 27, 2003, now issued as U.S. Pat. No,
8,108,276 on Jan. 31, 2012, entitled “Method And Apparatus
For Reference Data Scrubbing,” which claims priority to U.S.
Provisional Application No. 60/392,519, filed on Jun. 28,
2002, entitled “Method And Apparatus For Reference Data
Scrubbing.” The entire contents of the aforementioned appli-
cations are expressly incorporated herein by reference.

FIELD OF THE INVENTION

[0002] The present invention relates to systems, methods,
apparatus, computer program code and means for supporting
transactions. More particularly, embodiments of the present
invention relate to systems, methods, apparatus, computer
program code and means for supporting transactions such as
derivative transactions.

BACKGROUND

[0003] Credit derivatives are financial vehicles which were
developed in the 1990’s as a means for transferring the risk of
the total return in a credit transaction falling below a stipu-
lated rate, without transferring the underlying asset. More
particularly, a credit derivative is a financial arrangement
which allows one party to transfer credit risk of a particular
asset (which it may or may not own) to one or more other
parties.

[0004] An example transaction is shown in FIG. 1, where a
protection buyer 10 (also referred to as an originator) has
contracted with a protection seller 14 to transfer credit risk of
a reference asset 12. Protection buyer 10 need not own refer-
ence asset 12, instead, protection buyer 10 need only have
credit risk associated with its interest in reference asset 12.
The transaction involves the payment of a negotiated fee from
protection buyer 10 to protection seller 14. In exchange, pro-
tection buyer 10 receives a contingent payment which occurs
in the event of the occurrence of a predefined event. Typically,
the contingent payment is payable upon the occurrence of a
“credit event” (such as, for example, bankruptcy, insolvency,
receivership, material adverse structuring of debt, failure to
meet obligations when due, etc.) associated with a specified
“reference obligation” of a reference entity.

[0005] Standard form International Swaps and Derivatives
Association (ISDA) Credit Events used for such credit deriva-
tive agreements assume that the reference entity is, or will be,
contractually obligated to a reference obligation. This is not
necessarily the case, however.

[0006] Because the obligation to pay the contingent pay-
ment is based on contractual relationships among various
parties, it is important to accurately understand (on an ongo-
ing basis) the current status of the parties and the reference
obligations. Examples of the difficulty of maintaining an
accurate understanding of the status are, unfortunately,
becoming too common. For example, in 2001, Swiss Re
Financial Products Corp. sued XL Insurance Ltd. over its
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refusal to pay a $20 million claim made by Swiss Re in
connection with the bankruptcy of Armstrong World Indus-
tries. The suit was based on the language of a credit swap
agreement. X[, maintained that it issued a credit insurance
policy covering the debts of Armstrong Holdings, not Arm-
strong World Industries, and therefore refused to pay the
claim. In particular, XI. maintained that a credit event
occurred as a result of the bankruptcy of Armstrong World
Industries, and that the credit event did not extend to Arm-
strong Holdings. Put simply, Swiss RE (and others) suffered
losses because the confirmation documents associated with
the credit agreements referred to “Armstrong Holdings Inc.”
rather than “Armstrong World Industries”, even though (in
some cases) the reference obligation details were those of
Armstrong World Industries bonds.

[0007] Other issues are associated with the accuracy of
such credit risk agreements. For example, ISDA Credit
Events, if interpreted literally, cannot be triggered if the ref-
erence entity has no material indebtedness. Accordingly, it
would be desirable to provide systems and methods to ensure
that such agreements are based on accurate characterizations
of reference entities and reference obligations. It would fur-
ther be desirable to provide systems and methods for updating
information identifying reference entities and obligations
throughout the life of an agreement.

BRIEF DESCRIPTION OF THE DRAWINGS

[0008] FIG.1isablock diagram of an exemplary derivative
transaction which may be supported using techniques of
embodiments of the present invention;

[0009] FIG. 2 is a block diagram of an exemplary system
pursuant to some embodiments of the present invention;
[0010] FIG. 3 is a flow diagram of an exemplary reference
data scrubbing process pursuant to some embodiments of the
present invention;

[0011] FIG. 4 is an exemplary user interface for entering
and viewing reference entity and reference obligation data;
[0012] FIG. 5 is a block diagram of a further exemplary
support system pursuant to some embodiments of the present
invention;

[0013] FIG. 6 is a block diagram of a further exemplary
support system pursuant to some embodiments of the present
invention; and

[0014] FIG. 7 is a block diagram of a further exemplary
support system pursuant to some embodiments of the present
invention.

DETAILED DESCRIPTION OF THE INVENTION

[0015] Applicant has recognized that there is a need for an
improved system, method, apparatus, computer program
code, and means for updating, monitoring, and maintaining
reference data used in support of transactions such as deriva-
tive transactions (and further in support of clearing, matching,
and straight through processing systems associated with such
transactions). In particular, Applicant has recognized that
there is a need for an improved system, method, apparatus,
computer program code, and means for efficiently ensuring
that reference entity and reference obligation data utilized in
transactions such as derivative transactions is accurate and
current. Embodiments of the present invention provide a tech-
nical solution to deficiencies of previous systems. For
example, a reference data system is provided which allows
the capture and entry of reference entity and reference obli-
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gation data from a wide variety of sources in an efficient and
accurate manner. In some embodiments, by providing a net-
worked system which allows users to interact with a reference
data system, reference data can be provided, scrubbed, and
maintained for derivative agreements which involve different
jurisdictions, different entities, and different users. Other
technical aspects of embodiments will be discussed below.

[0016] A number of terms are used herein to describe fea-
tures of embodiments of the present invention. For example,
as used herein, the term “reference entity” is used to refer to
an entity (usually a corporation, but sometimes a sovereign or
other institution) that has either issued or guaranteed a secu-
rity or an obligation (referred to herein as a “reference obli-
gation”). These reference obligations are typically issuances
of debt obligations (such as notes or bonds), but they can also
involve non-debt securities (such as preference shares or the
like). Reference obligations may also be associated with
structured notes, structured bonds, loans, and other obliga-
tions. As used herein, the term “schedule” is used to refer to a
document listing one or more reference entities and providing
details of single reference obligations that each reference
entity has issued or guaranteed.

[0017] An example schedule will be described further
below. The schedule may be in electronic form (e.g., format-
ted as a spreadsheet, word processor document, database, or
the like). As used herein, the term “offering document” is
used to refer to documents describing terms of a particular
reference obligation generally produced by, or on behalf of,
the entity offering a particular reference obligation. The offer-
ing document may also be referred to as an “obligation docu-
ment”. Offering documents may be provided in various
forms, such as, for example as a prospectus, or an offering
circular or offering memorandum which may be supple-
mented by a prospectus supplement, a pricing supplement, or
both. As will be described further below, offering documents
may be provided in electronic or paper form.

[0018] Pursuanttosomeembodiments of the present inven-
tion, systems, methods, apparatus, computer program code,
and means for updating, monitoring, and maintaining refer-
ence data include the use of a reference data system in com-
munication with one or more user devices which are operated
by individuals or entities to: (1) input and scrub reference
obligation data; (2) input and scrub reference entity data; (3)
link reference obligation data with reference entity data; (4)
input, update, and maintain reference obligation and refer-
ence entity data in a reference data database; and/or (5) utilize
data from the reference data database to support derivative
transactions such as credit derivative transactions. In this
manner, transactions are provided which are based on accu-
rate and timely information, ensuring that derivative transac-
tions and their associated obligations may be enforced.
Embodiments of the present invention help ensure that legal
entities, obligations, and contractual relationships which
establish credit risk agreements are accurate at the time the
agreement is formed and during the life of the agreement.

[0019] Referring now to FIG. 2, an exemplary system 100
is shown which may be used to receive, update, and monitor
reference data pursuant to embodiments of the present inven-
tion. As depicted, system 100 includes a number of user
devices 112a-» in communication with one or more reference
data systems 106 via a communication network 110. The
devices are also in communication with one or more data
sources 114 through communication network 110.
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[0020] Each user device 112a-» may be, for example, a
computing device such as a personal computer (PC) config-
ured to perform the functions described herein. Each user
device 112a-r may be associated with an individual or entity
authorized to interact with reference data system 106. For
example, a user device 112 may be operated by an individual
responsible for updating and maintaining reference data
stored at a reference data database 108. As another example,
auser device 112 may be operated by a trader or trade admin-
istrator in the establishment of a credit derivative transaction.
[0021] Reference data system 106 may also be a computing
device (such as a PC) configured to perform the functions
described herein. Although only a single reference data sys-
tem 106 is depicted, those skilled in the art will appreciate that
any number of reference data systems may be provided (e.g.,
to receive, update, and monitor reference data associated with
different types of reference data or on behalf of different
users). Those skilled in the art will also appreciate that refer-
ence data system 106 may be formed of one or more comput-
ing devices configured to cooperatively act to provide the
functionality described herein.

[0022] Data source 114 may also be a computing device
configured to provide data to other devices of the system. In
some embodiments, data source 114 may be a data repository
operated to catalog, store, or otherwise maintain information
about reference entities and reference obligations. For
example, in one embodiment, data source 114 may be a
database of credit agreement or offering prospectuses main-
tained by an entity such as “Europrospectus.com Ltd”. As
another example, data source 114 may be information col-
lected by a government or regulatory authority such as the
EDGAR (Electronic Data-Gathering, Analysis, and
Retrieval) database associated with the U.S. Securities and
Exchange Commission. Other sources of data may also be in
communication with system 100 to provide up-to-date and
accurate information to reference data system 106. Although
only a single data source 114 is shown in FIG. 2, any number
of data sources may be provided.

[0023] Some or all of the computing devices described
herein may also comprise a portable computing device such
as a laptop computer, a Personal Digital Assistant (PDA), a
wired or wireless telephone, any other appropriate storage
and/or communication device, or network of devices.

[0024] According to some embodiments, reference data
system 106 may be, for example, a Web server adapted to
exchange information with user devices 112 and to receive
information and data via communication network 110. Com-
munication network 110 may be, for example, an Internet
Protocol (IP) network (e.g., the Internet). Note that the com-
munication network 110 can also include a number of differ-
ent networks, such as an intranet, a Local Area Network
(LAN), a Metropolitan Area Network (MAN), a Wide Area
Network (WAN), a proprietary network, a Public Switched
Telephone Network (PSTN), and/or a wireless network.
[0025] According to some embodiments of the present
invention, reference data system 106 communicates with user
devices 112 via a temporary computer communication chan-
nel (e.g., a path through which information can be
exchanged). In other words, the communication channel
between reference data system 106 and a particular user
device 112 may be established and discontinued as appropri-
ate. Note that an established communication channel does not
need to be associated with a particular physical path. For
example, reference data system 106 may exchange informa-
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tion with a user device 112 via a Web site, in which case
packets of information may be transmitted via various physi-
cal paths.

[0026] According to other embodiments, reference data
system 106 communicates with user devices 112 via a public
computer communication network. That is, at least a portion
of the communication network may be accessed by devices
other than system 106 and user devices 112. Note, however,
that the information exchanged between reference data sys-
tem 106 and user devices 112 could be encrypted or otherwise
protected to prevent a third party from accessing (i.e., under-
standing) the information.

[0027] Reference data system 106 is in communication
with one or more data stores such as reference data database
108. As will be described further below, reference data data-
base 108 includes reference data associated with different
credit derivative agreements. For example, database 108
includes data associated with a number of different reference
entities and data associated with a number of different refer-
ence obligations. Database 108 may be any database or device
configured to store and allow retrieval of the data described
herein. For example, in one embodiment, database 108 is
configured using Microsoft Access®, a relational database
management program by Microsoft® or other structured
database system.

[0028] Pursuanttosomeembodiments of the present inven-
tion, the data stored in database 108 is verified, updated and
screened (or “scrubbed”) for accuracy when it is initially
entered into database 108, and it is verified, updated and
screened for accuracy on an on-going basis after it has been
entered into database 108. As a result, parties to derivative
transactions are provided with greater confidence of the accu-
racy of information associated with particular transactions.
Further details of this initial entry and maintenance of data
will be provided further below.

[0029] Referring now to FIG. 3, an exemplary reference
data scrubbing process 200 is shown which may be performed
using the system 100 of FI1G. 2. Further details of process 200
will be provided below, however, as a brief introduction,
process 200 generally includes receiving a request to scrub
information associated with an agreement (e.g., a request may
be submitted to reference data system 106 from a trading
entity operating a user device 112). The information is
scrubbed by confirming the reference obligation information;
confirming the reference entity information; linking the ref-
erence entity information to the reference obligation infor-
mation; and updating a reference entity database with the
scrubbed information. In some embodiments, this may fur-
ther include assigning an identifier to the scrubbed reference
entity/reference obligation pair, allowing the information to
be easily identified. Further details of process 200 will now be
provided.

[0030] Process 200 begins at 202 where reference obliga-
tion data is scrubbed. This processing may involve, for
example, interaction between a user operating user device
112 and reference data system 106. For example, a user
operating user device 112 may identify and enter reference
obligation data which is associated with a particular credit
derivative transaction. Processing at 202 may be performed
prior to execution of a credit derivative transaction or con-
temporaneously therewith. In some embodiments, processing
at202 is performed prior to identification of a particular credit
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derivative transaction to establish a “scrubbed” database of
reference obligations that can be used to support future credit
derivative transactions.

[0031] Processing at 202 includes, for example, the identi-
fication and delivery of supporting materials which are used
to scrub reference obligation data. These supporting materi-
als, in some embodiments, include: (1) a schedule containing
reference entity names and obligations associated with each
reference entity name (e.g., such as coupon amounts and
maturity dates, etc.); and (2) offering documents (e.g., such as
a prospectus, offering circular, offering memorandum, and
any supplements thereto). Any or all of these supporting
documents may be provided in electronic form. For example,
in some embodiments, the schedule is provided in spread-
sheet form (e.g., submitted to reference data system 106 via
an electronic mail message or the like). The offering docu-
ments may also be provided in electronic form (e.g., as image
files, text files, or the like). Upon receipt of supporting mate-
rials, in some embodiments, processing at 202 includes gen-
erating a database record associated with each schedule (e.g.,
one record per obligation associated with a particular refer-
ence entity). In some embodiments, each database record is
assigned a unique record identifier, allowing the data to be
separately tracked and identified.

[0032] Once the information has been entered as a new
database record, the data associated with each schedule is
parsed and distributed to one or more users assigned respon-
sibility to particular portions of each schedule. For example,
in some embodiments, a team of users may be assigned dif-
ferent responsibilities in performing processing at 202. In
some embodiments, parsing and distribution of the schedule
may include attaching obligation document(s) associated
with relevant reference obligations that are assigned to par-
ticular users. In some embodiments, parsing and distribution
of the schedule may also include distributing one or more
“scrub template(s)” for use by the team of users in performing
the scrub at 202. Applicants have found that the use of stan-
dardized templates promotes uniformity and accuracy in the
process, allowing users to be prompted to provide specific
information that can be used to ensure the accuracy of infor-
mation in the database. An example of a sample scrub tem-
plate 320 is depicted at FIG. 4. As depicted at FIG. 4, scrub
template 320 is displayed on a display monitor of a sample
user device 310. In some embodiments, scrub templates may
be distributed to users for data entry via electronic forms.

[0033] In the example scrub template 320 of FIG. 4, a
number of fields of information associated with a particular
reference entity and a particular reference obligation are
solicited. Scrub template 320 prompts entry from a user for
the following items of information: a reference entity name; a
jurisdiction of reference entity; an entity role; an issuer name;
a guarantor(s); an obligation type; a coupon; an issuance date;
amaturity; obligation identifier (e.g., such as a CUSIP (Com-
mittee on Uniform Security Procedures), ISIN (International
Securities Identifying Number), or other identifier); issuance
currency; rank/seniority; and convertible. Those skilled in the
art will appreciate that other information may also be solic-
ited, depending on the nature of the obligation and entity. For
example, in some embodiments, information regarding the
trustee/paying agent (including an identification of the agent
and notice information associated therewith) may also be
provided. Pursuant to some embodiments, a user who is asked
to provide this information may provide the information
based on current documents (e.g., such as current obligation
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documents relating to each reference obligation). A discus-
sion of each ofthe entries in the exemplary scrub template 320
follows.

[0034] Data identifying the name of a particular reference
entity is entered in the “Reference Entity Name” field of
template 320. In one embodiment, this information is
retrieved from, for example, a schedule provided by a party
wishing to enter into a derivative transaction associated with
an obligation of the reference entity. In some embodiments,
the data entered into template 320 is the name of this entity,
precisely as found in the client’s schedule and without modi-
fication. In some embodiments, the data is electronically
pulled from the schedule to populate the Reference Name
Entity field of template 320.

[0035] In some embodiments, data entered in each of the
fields is provided in a specified format to ensure consistency
and accuracy. For example, in some embodiments, particular
data conventions may be implemented to provide further
consistency in the system. In particular, a format may be
specified which may include punctuation, abbreviation, and
naming conventions. As a specific and illustrative example,
the following punctuation, abbreviation and naming conven-
tions may be utilized to promote consistency: (1) ignore peri-
ods atthe end of a name (e.g., “Arrow, Inc.” should be “Arrow,
Inc”); (2) include periods in the main part of a name (e.g.,
“B.A.T. Industries, Inc”); (3) utilize standardized abbrevia-
tions (such as Ltd, Ple, NV, AB, SpA, AG, BA, BV); (4) donot
utilize naming abbreviations unless used in the offering docu-
ments (e.g., do not utilize “Co” for “Company”, “Grp” for
“Group”, or “Corp” for “Corporation” unless the offering
document utilizes the abbreviation); (5) when the entity name
begins with “The”, move it to the end of the name in paren-
theses (e.g., “Gap Inc (The)” rather than “The Gap Inc”); (6)
utilize lower case rather than all caps even if all caps are used
in the offering documents (e.g., “British Energy Plc” rather
than “BRITISH ENERGY Plc”); (7) utilize accents on
names; and “““(8) if the offering document has “(publ)” as part
of the name, this must be included in the reference entity

2999

name.

[0036] These example conventions are provided for illus-
tration only. Other conventions may be used, to encourage
consistency in data entry and naming. Other conventions may
be used. An example, for Chinese and Japanese names, the
legal English translation may be used, unless the name has a
mix of English and foreign characters (e.g., use “Takefuji
Corporation (Takefuji Kabushikigaisha)). In some embodi-
ments, computer code and/or rules based software may be
used to enforce the conventions as data is entered.

[0037] Referring again to template 320 of FIG. 4, data
identifying the legal jurisdiction associated with the reference
entity is entered in the “Jurisdiction of Reference Entity” field
of template 320. This information may be retrieved from
offering documents associated with a particular offering.
Offering documents will usually indicate the jurisdiction of
the reference entity. For example, the jurisdiction of the ref-
erence entity may be indicated in the section of the offering
documents titled “Description of the Issuer.” The data entered
into the “Jurisdiction of Reference Entity” field of template
320 is preferably explicit jurisdiction information. By way of
example, “IBM is a Delaware corporation,” is an explicit
indication of jurisdiction. The address of the head office of the
corporation, however, is not. If no explicit indication of the
jurisdiction is found, then information regarding the address
of the corporation or any other facts helpful in determining
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the corporation’s jurisdiction should be noted with qualifica-
tion. If available, corporate registry numbers, the site of cor-
porate registration or filing, and all references to jurisdic-
tional subsets (states, cantons, municipalities, etc.) should be
noted.

[0038] Insome situations, no jurisdiction information may
be identified from the offering documents. In such situations,
a user may perform a search (manual, electronic or both) to
search for the information in other documents that have been
incorporated by reference into the provided offering docu-
ment. In offering documents which are subject to U.S. Secu-
rities and Exchange Commission (SEC) regulations, a list of
documents that are incorporated by reference can usually be
found in the section entitled “Where You Can Find More
Information”. For U.S. reference entities, if any of the docu-
ments listed were filed after 1992, they may be available on
the SEC’s website in the EDGAR filing archives.

[0039] Insomeembodiments, jurisdiction information may
be assumed and the jurisdiction field may be automatically
populated. For example, jurisdiction may often be assumed in
sovereign debt situations (where the reference entity is a
country). The jurisdiction of the reference entity “Republic of
Colombia”, for instance, is likely Colombia and nothing has
to be done in the way of requesting documents to establish
this. A user should exercise discretion and care before allow-
ing jurisdiction to be assumed. The reference entity “Bank of
Greece”, for instance, may or may not be administered by a
sovereign. In such a situation, the user may further read the
obligation documents to determine whether the reference
entity is a governmental instrumentality or a private institu-
tion.

[0040] Data identifying the role of the entity identified in
the Reference Entity Name field of template 320 is entered in
the “Entity Role” field. The reference entity may be either the
issuer or the guarantor of the obligation. Once the reference
entity is entered into the first line of the scrub template, a user
identifies the reference entity’s role in the offering by, for
example, reviewing the offering materials. Once determined,
the user notes either “issuer” or “guarantor” as applicable.
[0041] Data identifying the name of the issuer and guaran-
tor are entered in the “Issuer Name and Guarantor Name”
field of template 320. For example, the user may enter data
indicating the name of the issuer and guarantor of the obliga-
tion, precisely as they appear in the obligation documents. As
described above, in some embodiments, naming, punctua-
tion, and abbreviation conventions may be utilized to further
ensure that data entered into the template is accurately and
consistently entered. In embodiments which utilize such con-
ventions, the data entered into template 320 should be entered
pursuant to those conventions. In some embodiments, code
associated with scrub template 320 may enforce such con-
ventions (e.g., if a name is entered which fails to comply with
the conventions, an error message may be displayed or a
suggested data change may be displayed for the user’s autho-
rization). Similar conventions and checks of conventions may
be utilized to ensure that other data entered into template 320
is entered in a consistent and accurate manner.

[0042] Data identifying the interest rate of the obligation is
set forth in the “Coupon” field of template 320. Note that in an
offering including several tranches, the coupon, maturity,
status, etc., of the relevant tranche should be traced through
the document and reported on the template. In some embodi-
ments, the template may also allow the entry of other financial
information associated with an obligation. For example, if the
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obligation is a “step up” bond, information may be provided
which specifies the steps of the bond and the step up dates, etc.
Obligations with a floating rate of interest may simply be
indicated by an abbreviation (such as, for example, “FRN”)
and the details or calculation of the floating interest rate need
not be noted.

[0043] Data identifying the date of issuance of the obliga-
tion are set forth in the “Issuance Date” field of template 320.
This date is explicitly indicated in a pricing supplement. In
the event that the obligation is a stand-alone issue, the
“expected delivery date” is the issuance date. The expected
delivery date ofthe notes generally appears on the cover of the
offering circular or prospectus and is usually preceded by the
words “on or about.” In the event that a delivery date is not
provided, enter the date of the prospectus itself, indicating on
the template that this is not an explicit issuance date. The date
of'the prospectus is only roughly accurate to within a week or
so of the issuance date.

[0044] Data identifying the maturity date of the obligation
is set forth in the “Maturity” field of template 320. Note that
in an offering that includes several tranches, the coupon,
maturity, status, etc., of the relevant tranche must be traced
through the document and reported on the template.

[0045] Other fields may also be provided. For example, if
tracked, data identifying the trustee or paying agent may be
set forth in the “Trustee/‘Paying Agent” field of template 320.
In a particular obligation, there will either be a Trustee or a
Fiscal Agent. In other words, where a Fiscal Agent is identi-
fied, there will likely be no Trustee. In the event that there is
a Trustee, there will likely be a Paying Agent. In certain
circumstances, however, where the obligations are to be
placed with a depositary (e.g., DTC), the issuer will elect not
to name a Paying Agent and will make payments either
directly or through the Trustee to the depositary (to be dis-
tributed by the depositary to the individual investors). In such
instances, the Paying Agent should be listed as “n/a (issuer/
trustee). In the event that there is a Fiscal Agent, there may or
may not be a Paying Agent (as the Fiscal Agent sometimes
assumes the responsibilities of a Paying Agent). Note also
that there may be multiple Paying Agents, although one of
these will usually be indicated as the Principal Paying Agent.
[0046] In some embodiments, specific information regard-
ing the Trustee, Fiscal Agent and Paying Agent (as relevant)
may be required to be entered into template 320. The data
entered should be the exact name of the relevant institutions,
although their addresses may not be required. If there are
multiple institutions assuming any of these roles, it will be
necessary to include all of them. Note, however, that in the
event that multiple Paying Agents are listed, only information
regarding the Principal Paying Agent is required. Data iden-
tifying a ranking of a particular obligation are set forth in the
“Rank/Seniority” field of template 320. In most cases, this
field will include data identitying whether the notes are “sub-
ordinated” or “unsubordinated.” The variations and com-
plexities associated with each of these categories are dis-
cussed below.

[0047] When the reference entity is an issuer, data provided
in the Rank/Seniority field includes data used to determine
the status of the notes issued. When the reference entity is a
guarantor, data provided in the Rank/Seniority field includes
data used to determine the status of the guarantee and not the
issuance. Also, the guarantee must be irrevocable and uncon-
ditional. Otherwise, the actual status of the issuance must be
determined by reference to appropriate legal texts. (The dis-
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cussion below is relevant to both the status of notes and
guarantees, although for ease of explanation, we refer only to
the status of notes.).

[0048] Subordinated notes are either contractually subor-
dinated or structurally subordinated. In particular, for the
purposes of scrubbing data, a determination should be made
whether a note is contractually subordinated, which will
likely be indicated explicitly in the obligation documents. For
example, obligation documents may indicate that “Subordi-
nated Notes Due 20077, in which case template 320 should be
updated to indicate “subordinated” under the Rank/Seniority
heading. Further, for example, information could also be
provided regarding the contractual subordination (if any).
[0049] Usually, a prospectus will explicitly indicate the
status as that of unsubordinated notes (with language like “the
notes are senior, unsecured, unsubordinated obligations of the
company ranking pan passu . . . ). This explicit indication of
unsubordinated status is obviously preferred. On occasion,
however, the obligation documents will indicate that the notes
are “senior” without indicating that they are “unsubordi-
nated.” Senior notes are generally unsubordinated. It is, how-
ever, possible (if rare) for senior notes to be subordinate to
other obligations. If the documents indicate that the notes are
senior, but they do not use the word “unsubordinated” along-
side, a user should read them carefully to determine if there is
any possibility that such a “mezzanine” type structure is
involved.

[0050] Sovereign debt—or debt issued by a government or
a state—presents a unique situation in that regardless of what
is indicated in the obligation documents with respect to status,
policy (as opposed to contract) often determines the outcome.
If the obligation documents relate to sovereign debt, a user
should be instructed to apply the analysis above, then indicate
on the relevant part of template 320 that the obligation is
issued or guaranteed by a sovereign (“Subordinated—Sover-
eign” or “Unsubordinated—Sovereign™).

[0051] Referring again to the different fields of template
320, data indicating whether a particular obligation is con-
vertible is entered into the field “Convertible” of template
320. In some embodiments, only reference obligations that
are convertible or exchangeable into another security or obli-
gation should be noted as being convertible. If the prospectus
does not mention convertibility, it can generally be assumed
that the issuance is not convertible.

[0052] Other data may also be provided by users. For
example, template 320 (or other input screens) may prompt a
user to enter information about the particular offering docu-
ments which have been provided, as well as the date of such
documents. For example, if only the pricing supplement had
been received, then this would be noted, allowing later users
(e.g., users who create “needs lists”) to easily determine
which documents are required. Note that sometimes there
will only be a prospectus, whereas other obligations will also
have a prospectus supplement or a pricing supplement, or
both. Therefore, a user should indicate when all of the rel-
evant documentation has been received to avoid giving the
impression that additional documents should be requested.
[0053] Users may also be prompted to indicate the lan-
guage of the obligation documents. This will usually be
English, but indicating the language allows easier determina-
tion of what/when translators will be required. In some
embodiments, the parsing and distribution of the schedule
may also include identifying a particular user who has par-
ticular expertise and forwarding information to that user
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accordingly. For example, in some embodiments, some obli-
gation documents may be in a language other than English.
Accordingly, processing may include identitying a qualified
user who is fluent in the language of the obligation document
and forwarding the document, relevant portions of the sched-
ule, and one or more scrub templates to that user.

[0054] Users may also be prompted to indicate the most
recent confirmation date, or the date that appears on the
official jurisdictional document as the date on which it was
certified by the relevant authority. The date on which the
official jurisdictional document was certified is the “record
date” or the last date on which the information was certified as
being accurate. In some embodiments, information associ-
ated with reference entities may be entered using a separate
template or user interface (not shown), configured to receive
reference entity data. In some embodiments, entry of refer-
ence entity data is performed below at 204 (it is discussed
here for convenience).

[0055] Processing at 202 includes verifying whether all of
the obligation documents provided for a particular reference
obligation furnish sufficient information to fill out template
320. If sufficient information is provided in the obligation
documents, and if the information entered into the template
coincides with every item on the schedule provided for the
reference obligation, then processing at 202 is complete.
However, frequently, insufficient data is provided in the obli-
gation documents to complete template 320. Further, in some
situations the data in template 320 does not coincide with the
data provided in the schedule. In such cases, processing con-
tinues to identify missing documents that are needed to prop-
erly complete the template and to identify whether the sched-
ule provided was accurate. The types of obligation documents
that may be required to properly complete step 202 may vary
based on the type of obligations being examined. For
example, if the obligation is a stand-alone offering (e.g., a
one-time offering involving a single issuance of notes or
bonds, potentially in tranches), obligation documents will
include: (1) a prospectus or offering circular; and (2) any
prospectus or offering circular supplements that have been
issued. If the obligation is a “programme”, an issuer may
issue an issuer several different times and, indeed, several
different types of securities, so long as the maximum amount
of the programme is not exceeded and the programme docu-
mentation allows. The obligation in question may be pursuant
to a programme or a shelf registration. The offering circular to
aprogramme will usually explicitly indicate this on the cover.
Obligation documents include: (i) the prospectus or offering
circular, (ii) any supplements to these documents and (iii) a
pricing supplement or term sheet that confirms, among other
things, the date and amount of the issuance. Thus, continued
processing at 202 may include identifying the type of offering
to determine the type of obligation documents that may be
missing.

[0056] Processing continues where a determination is made
to identify which documents are missing. Applicants have
found that problems arise in four general areas:

[0057] (1) In some transactions, no documents for a par-
ticular reference obligation listed on the schedule are pro-
vided. Note, however, that for a recurring reference entity and
its associated obligation—that is, for a reference entity and
reference obligation that have been previously scrubbed
using techniques described herein, or that have been entered
into the database—the client need not submit documents as

Jun. 19, 2014

these may have been previously submitted (e.g., accessible to
the reference data system or to the user).

[0058] (2) In some transactions, only partial documents for
a particular reference obligation listed on the schedule are
received. Thus, if only a prospectus supplement is received
for a reference obligation, the prospectus must be requested
as well. Or, if only a prospectus is received for an obligation
that is a programme, then the pricing supplement or term
sheet must be requested as well.

[0059] (3) In some transactions, documents that are not
relevant for a particular reference obligation are received. Itis
possible that the obligation documents received may not cor-
respond with the reference obligation detailed in the sched-
ule. For example, the schedule may indicate that Railtrack Plc
issued notes with a 5.0% coupon and a maturity date of 15
Oct. 2007, but the document received is a Railtrack Plc pro-
spectus for a 1.25% issuance, due 20 Jan. 2028.

[0060] (4)Alternatively, inthe situation above, it is possible
that the documents received are for the obligation that a client
wishes to have scrubbed, but the schedule is inaccurate. In this
case, upon notification, the user preliminarily modifies the
schedule in collaboration with the client and proceeds with
the documents received. Importantly, however, this modifi-
cation does not constitute a confirmation of the reference
entity and this should be clearly indicated on the schedule.
[0061] Once missing documents have been identified, a
user may note any missing documents in template 320. For
example, the user may note: (i) inconsistencies between the
schedule and the documents, (ii) those documents that are
missing for each reference obligation, as described above,
and (iii) any areas of uncertainty or issues requiring clarifi-
cation. In some embodiments, the user may also generate a
“needs list” detailing the documents and information that
must be collected to complete the scrub. In some embodi-
ments, template 320 may be configured to ensure that par-
ticular documents or information are identified. For example,
template 320 may be configured to reject (or generate an error
message or notification) a set of data which does not include
all information needed to scrub a reference entity/reference
obligation pair.

[0062] In some embodiments, users may exchange their
completed templates 320 with other users to provide a cross-
check of completeness, consistency and accuracy. In some
embodiments, this cross-check may require that each user
consult the obligation documents in addition to reviewing the
completed templates. In some embodiments, a further review
is performed by a user having managing authority over other
users. In some embodiments, this further review generates a
“final needs list” identifying final documents or information
needed to complete the scrub. In some embodiments, docu-
ments needed to complete the scrub may be retrieved elec-
tronically by reference data system 106. In some embodi-
ments, reference data system 106 may generate reminders
addressed to particular users to provide the missing informa-
tion. Once this final needs list is satisfied, processing at 202 is
complete and the “scrubbed” reference obligation data is
submitted to reference data system 106 for storage and index-
ing in reference data database 108.

[0063] Once scrubbed reference obligation data is submit-
ted to reference data system 106, processing continues at 204
(FIG. 3) where system 100 is operated to scrub reference
entity data. Processing at 204 includes identifying one or
more users who have been assigned jurisdictional review
responsibilities. Users having jurisdictional review responsi-
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bilities for a particular jurisdiction associated with a particu-
lar reference entity are identified (e.g., the jurisdiction data
entered at 202 above is retrieved to identify the relevant
jurisdiction). The user responsible for a particular jurisdiction
is notified of the need to scrub data associated with a particu-
lar reference entity. The user then, either electronically or by
other means, acts to secure official documents that establish
the continued existence and status of reference entities in his

jurisdiction. For example, referring to the system of FIG. 2,

reference data system 106 may submit requests for informa-

tion, or directly retrieve information, from one or more data

sources 114.

[0064] A number of types of information may be retrieved

orrequested. For example, jurisdiction information requested

may include, for example:

[0065] (1) Evidence that the company is still in existence
(and the equivalent of a “good standing” certificate where
applicable).

[0066] (2) Tracking from the date of the issuance to current,
evidence of all name changes that have occurred with
respect to the reference entity. Whether that information is
contained in a single document, or will require a review of
multiple filed documents for each given reference entity
appears to vary from jurisdiction to jurisdiction. Where
multiple obligations of a single reference entity are being
reviewed, the issuance date of the earliest obligation is
used.

[0067] (3) In the event a change of name occurred during
the relevant period, track the history of the newly-named
company to current.

[0068] (4)Insome cases, ask the jurisdictional contact (i.e.,
local counsel) to directly contact the specific companies to
confirm or clarify certain pieces of information.

[0069] The user responsible for a particular jurisdiction
may submit requests or templates to local counsel or contacts
in each jurisdiction in an attempt to retrieve the needed docu-
ments. Once these documents are retrieved, the user respon-
sible for the jurisdiction may be further responsible for updat-
ing reference entity data in the reference data database. In this
manner, accurate information regarding reference entities
may be established. In some embodiments, the receipt of
updated information may trigger other data changes.
[0070] Processing continues at 206 where the scrubbed
reference entity and reference obligation data is provided to
update reference data database 108. Once in the database, this
data is used to support the execution of, for example, credit
derivative agreements involving the reference entity and ref-
erence obligations. (Step 208). Further, once in the database,
this information may be used to support other credit agree-
ments involving the reference entity and/or the reference
obligations. Each of the steps 202, 204 and 206, pursuant to
some embodiments of the present invention, may be repeated
to continually update information stored in reference data-
base 108. In this manner, credit agreements using the infor-
mation of reference database 108 can have a greater level of
assurance regarding the accuracy and quality of data. For
example, changes in reference entities and reference obliga-
tions can be identified and credit derivative agreements
updated or drafted appropriately to ensure that obligations are
not unintentionally modified.

[0071] Referring now to FIGS. 5-7, several trading systems

400 are shown which can be used in conjunction with the

reference data system described in conjunction with FIG. 2

above. As depicted, each of the trading systems 400 include
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traders 404, 408 (e.g., such as a buyer and a seller operating
trading devices or user devices), trade capture systems 402,
412 (e.g., such as trading systems commonly used in the
credit derivatives industry), and operations devices 406, 410
(e.g., such as operations systems commonly used by trading
entities which trade credit derivatives). In the depicted sys-
tems, a number of termsheets 420 are depicted as being com-
municated between devices. In existing trading systems, the
buyer’s operations are required to reconcile the trade data
with a confirmation received from the seller’s operations
group. Because the buyer is not able to comfortably delegate
the review of an incoming confirmation to the buyer opera-
tions group, the buyer becomes a major bottleneck in the
trading system.
[0072] Accordingly, Applicants have discovered that this
bottleneck can be removed and that other desirable charac-
teristics can be obtained through the use of the trading sys-
tems depicted in FIGS. 5-7. Inthe system of FI1G. 5, the buyers
operations group is confirming that the confirmation is the
same physical document as received by the seller’s operations
group and as generated by the trade capture system. Further,
the confirmation may be generated as an electronic document
based on information verified as described in conjunction
with FIGS. 2-4 above. In the system of FIG. 6, the use of a
trade capture system and document generation system allows
for quick system fixes to be implemented to address data
quality issues. In the system of FIG. 7, a framework for an
industry-wide electronic matching process is provided. Each
of the systems removes the bottleneck associated with exist-
ing systems and allows the use of “scrubbed” data to be easily
injected into the trading system.
[0073] Although the present invention has been described
with respect to a preferred embodiment thereof, those skilled
in the art will note that various substitutions may be made to
those embodiments described herein without departing from
the spirit and scope of the present invention.
1. A system to support a derivative transaction, comprising:
a processor;
a communications device, in communication with said pro-
cessor, receiving data; and
a memory unit in communication with the processor and
storing a program, wherein the processor is operative
with the program to
receive data identifying a reference entity participating
in said derivative transaction;
receive data identifying at least a first reference obliga-
tion associated with said derivative transaction;
identify a contractual relationship between said refer-
ence entity and said at least first reference obligation;
and
generate a data record associated with said derivative
transaction, said data record including said data iden-
tifying said reference entity, said data identifying said
at least first reference obligation, and data identifying
said contractual relationship, wherein said data record
is verified as accurate as of an issue date of said
derivative transaction.
2. The system of claim 1, further comprising:
verifying, on a periodic basis, the legal existence and good
standing of said reference entity.
3. The method of claim 2, further comprising:
determining, based on said verifying, whether a status of
said reference entity has changed; and
updating said initial record if said status has changed.
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4. A system, comprising:

a reference data device for receiving reference data asso-
ciated with a derivatives transaction and for tracking said
reference data; and

a user device for receiving scrub templates from said ref-
erence data device and for entering reference data into
said scrub templates for storage by said reference data
device, said scrub templates enforcing data conventions
to provide consistency in said reference data.

5. The system of claim 4, wherein said reference data
device further stores data identifying an issuance date on
which reference data associated with said derivatives trans-
action is confirmed by a user operating said user device.

6. The system of claim 5, wherein said scrub templates
include at least a scrub template for entering reference obli-
gation data and a scrub template for entering reference entity
data.

7. The system of claim 6, wherein said reference data
device is further configured to link said reference obligation
data with said reference entity data for said derivatives trans-
action.

8. A medium storing processor-executable process steps,
the process steps comprising:

a step to receive data identifying a reference entity partici-

pating in said derivative transaction;

a step to receive data identifying at least a first reference
obligation associated with said derivative transaction;

a step to identify a contractual relationship between said
reference entity and said at least first reference obliga-
tion; and

a step to generate a data record associated with said deriva-
tive transaction, said data record including said data
identifying said reference entity, said data identifying
said at least first reference obligation, and data identify-
ing said contractual relationship, wherein said data
record is verified as accurate as of an issue date of said
derivative transaction.

9. The medium storing processor-executable steps of claim

8, wherein said step to receive data identifying a reference
entity further comprises:
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a step to enforce conventions to provide consistent data
entry associated with said data identifying a reference
entity.

10. The medium storing processor-executable steps of
claim 8, wherein said step to receive data identifying a refer-
ence obligation further comprises:

a step to enforce conventions to provide consistent data
entry associated with said data identifying a reference
obligation.

11. A method for supporting a derivative transaction, com-

prising:

receiving data identifying a reference entity participating
in said derivative transaction;

receiving data identifying at least a first reference obliga-
tion associated with said derivative transaction;

identifying a contractual relationship between said refer-
ence entity and said at least first reference obligation;
and

generating a data record associated with said derivative
transaction, said data record including said data identi-
fying said reference entity, said data identifying said at
least first reference obligation, and data identifying said
contractual relationship, wherein said data record is
verified as accurate as of an issue date of said derivative
transaction.

12. The method of claim 11, further comprising:

verifying, on a periodic basis, the legal existence and good
standing of said reference entity.

13. The method of claim 12, further comprising:

determining, based on said verifying, whether a status of
said reference entity has changed; and

updating said initial record if said status has changed.

14. The method of claim 13, wherein said status includes:
a name change, a merger, and a de-merger.

15. The method of claim 12, further comprising:

determining, based on said verifying, whether said refer-
ence entity has assumed additional liabilities.

16. The method of claim 12, further comprising:

determining, based on said verifying, whether said refer-
ence entity has been released from obligations.
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