Reverse Split (SPLR) Processing in Poland
General Information
[image: ]Polish Securities Law states that none of the shareholders can be divested of their securities without their explicit consent. This gives rise to issues related to the handling of fractional shares resulting from reverse splits. For this reason, in order to perform a reverse stock split, the issuer enters into an agreement with one of the major shareholders, before announcing the CA. The agreement obliges this shareholder to donate shares in favor of other shareholders that may have fractional shares resulting from reverse split calculations. The donation is free of charge, and details with regard to compensation for the donating shareholder are confidential. 

Given the above, the major impediment in reverse stock split processing is calculating and instructing the CSD on the aggregated quantity of share shortages (e.g. :92D::NEWO//1,/5, applied to a position of 9 shares, means that the share shortage equals 1). Calculation is performed by CSD participants based on each client’s securities account separately, then aggregated and instructed to the CSD, which again aggregates calculations from all its participants in order to come to an overall quantity of share shortage that will be donated. The purpose of the above is to reach a position where there are no fractional shares.
Assumptions
1. The SPLR event is MAND, with SECU option only (default option).
2. Rate <NewToOd>/NEWO applied to an entire issue must result in an integer number, no fractions allowed at the entire issue level.
3. The pool of securities that will cover for share shortages is blocked at CSD/Participants level by the participant that holds the securities account of the donating shareholder (as the shares are blocked before CA instructions are received, the blocked quantity is usually larger than the actual quantity of share shortages to cover).
4. Trading is suspended between Record Date - 4 and Payment Date.
5. After the RD, CSD participants perform calculations based on their clients positions and instruct the CSD (seev.033) on the quantity to receive (<QtyToRcv>/ QREC) assuming share shortages are covered and, as an addition, on the quantity of share shortages (using structured text field). This would work just fine with instructed quantity (<InstdQty>/QINS), as long as the share shortages quantity is instructed as well. The instruction is not required for the blocked securities position.
6. On Payment Date, old securities are debited, and new securities are credited to the accounts according to calculations/instructions.
Simplified Example
[bookmark: _GoBack]Please see the attached spreadsheet. The example shows account positions (CSD level / CSD Participant level) on Record Date, the processing and instructing stage, as well as resulting account positions on Payment Date.		
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