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In September 2000, the Association of Global Custodians (“Association”)
launched the Depository Information-Gathering Project (“Project” or “DIGP”) to
gather information concerning central securities depositories operating in numerous
countries around the world. The Association undertook this project to assist its
members in meeting their regulatory obligations under Investment Company Act
Rule 17f-7, adopted in 2000 by the U.S. Securities and Exchange Commission
(“SEC”). In an effort to achieve the greatest efficiency for respondents, the
Association worked as a group to gather information needed in the evaluation of
depository risk under Rule 17f-7. Based on the information provided to custodians
through this exercise and the analysis thereof, U.S. investment funds make
determinations with regard to the risks of holding securities in particular foreign
depositories.

Due to the fact that Rule 17f-7 imposes ongoing monitoring obligations on
global custodians, it is necessary to periodically repeat the information-gathering
process. For this reason, since its inception in 2000, the Association has updated
the Project on an annual basis. In addition, each year the Association publishes an
annual report summarizing the Project and noting depositories involved. Previous
years' reports are available on the Association's public website at
http://www.theagc.com.

Beginning in 2001, participating depositories were able to respond to the
questionnaire via an electronic, web-based secure extranet site. The web-based
extranet allows respondents to save responses in a “draft” questionnaire that
remains on the system and is available for revisions until the respondent submits
the questionnaire to the Association for review. In addition, those participants who
responded using the on-line format in a previous year are able to review, online,
their prior completed questionnaire. Participants are then able to update responses
that have changed since the previous year. Any questionnaires that are completed
in hard copy are inputted into the online site by the site administrator to assist
Association members in their questionnaire review and to enable all respondents to
update their questionnaires online in future years.

The AGC again conducted its DIGP questionnaire process in parallel with the
World Forum of CSDs (“WFC”) Single Disclosure online tool. The online tool
contains all of the AGC DIGP questions as well as questions pertaining to the
CPMI-IOSCO Principles for Financial Market Infrastructures disclosure
framework. The AGC encouraged CSDs to make use of the WFC tool as an
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alternative method to address the AGC DIGP questions. The responses to the AGC
questions submitted via the WFC tool were transmitted to the AGC. Thus the
completion of both DIGP questionnaire and questions on the WFC online tool was
not required.

Details regarding the information-gathering process and this year's Project
results are provided below.

The Association of Global Custodians

The Association is an informal group of 12 global custodian banks that are
major providers of securities custody and trade settlement services to institutional
investors worldwide. The Association primarily seeks to address regulatory issues
that are of common interest to global custody banks. The members of the
Association are —

BNP Paribas

BNY Mellon

Brown Brothers Harriman
Citibank, N.A.

Deutsche Bank

HSBC Securities Services

J.P. Morgan Chase Bank, N.A.
Northern Trust

RBC Investor & Treasury Services
Skandinaviska Enskilda Banken
Standard Chartered Bank

State Street Bank and Trust Company

In May 2000, the Association formed a DIGP Committee to gather
information concerning securities depositories. This year, a representative from
HSBC Securities Services served as the chair of the Committee. Prior chairs include
representatives from State Street Bank (2000-2001), Brown Brothers Harriman
(2001-2002), Mellon Financial (2002-2003), Investors Bank & Trust (2003-2004),
Northern Trust (2004-2005), RBC Dexia Investor Services (2005-2006), JPMorgan
Chase Bank, N.A. (2006-2007), The Bank of New York Mellon (2007-2008), HSBC
Securities Services (2008-2009), State Street Bank and Trust Company (2009-2010),
Citibank, N.A. (2010-2011), Brown Brothers Harriman (2011-2012), Northern Trust
(2012-2013), RBC Investor & Treasury Services (2013-2014), Skandinaviska
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Enskilda Banken (2014-2015), J.P. Morgan Chase Bank, N.A. (2015-2016),
Standard Chartered Bank (2016-2017), Deutsche Bank (2017-2018), The Bank of
New York Mellon (2018-2019), BNP Paribas Securities Services (2019-2020),
Citibank, N.A. (2020-2021) and State Street Bank and Trust Company (2021-2022).
The Project described in this report is the result of the Committee's work.

The Objectives of the Depository Information-Gathering Project

The genesis of the Association's DIGP was the adoption by the SEC of
Investment Company Act Rule 17f-7.1 Rule 17f-7 sets forth the circumstances
under which U.S. investment companies may hold securities through the facilities
of non-U.S. securities depositories. A principal requirement of Rule 17f-7 is that an
investment company must receive from its “Primary Custodian” an analysis of the
custody risks associated with maintaining assets with each depository it uses.

Rule 17f-7 does not provide specific guidance concerning the content of these
analyses of depository custody risk. However, in the release announcing the
adoption of the rule, the SEC stated:

“As a general matter, we expect that an analysis will cover a
depository's expertise and market reputation, the quality of its
services, its financial strength, any insurance or indemnification
arrangements, the extent and quality of regulation and independent
examination of the depository, its standing in published ratings, its
internal controls and other procedures for safeguarding investments,
and any related legal protections.” Investment Company Act Release
No. 24424 at 10-11 (notes omitted) (April 27, 2000).

The purpose of the Association's depository questionnaire is to gather basic,
factual information on an annual basis concerning foreign depositories in order to
assist members in preparing the risk analyses required under Rule 17f-7. However,
the questionnaire is not intended to limit or fully define the type of information that
should form the basis for such an analysis, and individual Association members
may choose to draw on additional sources of information in the preparation of
particular risk analyses. Each Association member bank will decide for itself

1 See Investment Company Release No. 24424 (April 27, 2000), 65 FR
25630 (May 3, 2000). Rule 17f-7 appears in Appendix A to this report.
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whether to gather additional information, and how to synthesize the information
obtained through the DIGP and otherwise regarding a particular depository in
preparing the required risk analyses.

Custodian banks are required by Rule 17f-7 “to monitor the custody risks
associated with maintaining assets with the Eligible Securities Depository on a
continuing basis, and promptly notify the Fund or its investment adviser of any
material change in these risks.” (emphasis added) In addition, the structures,
linkages, and settlement cycles at various depositories are rapidly evolving and
changing. Accordingly, the Association has determined to update the DIGP on an
annual basis in order to keep abreast of these changes and to aid its members in
meeting their obligation to monitor depositories on a “continuing basis.”

Changes in Questionnaire Content

At the conclusion of each year of the project, the DIGP Committee reviews
the questionnaire in light of depository responses in an effort to streamline the
format and revise or eliminate certain questions. In addition, the Committee
considers suggestions and comments received from many of the depository
participants throughout the Project concerning the questionnaire. The Committee
then revises the questionnaire by reworking or deleting questions that resulted in
ambiguous responses, and adds necessary follow-up or new questions.

The Committee also has worked to provide additional features within the
questionnaire to simplify the response process. These features include, for example,
additional response options to various questions (e.g., for most questions,
respondents now have the opportunity to provide additional information, as needed,
when “other” or “not applicable” is selected as the desired response), additional
definitions in the glossary, table of contents and “help” tips on individual questions
where additional guidance is appropriate.

A copy of the current DIGP questionnaire appears in Appendix E to this
report.

Online Questionnaire

The Association has continued to work with the information technology staff
of Baker McKenzie LLP to maintain a secure extranet site through which
depositories can review and respond to the questionnaire online. As a result,
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participating depositories can complete the questionnaire on-line, and Association
members can review questionnaire responses immediately once the responding
depository submits the completed questionnaire. The secure extranet site facilitates
both the collection and review of the data, as well as the future updating thereof.
Since the data collected will be maintained on the secure site, in subsequent years
depository participants may simply review and revise their previous submissions to
Incorporate any changes that have occurred.

In addition to providing a convenient method by which respondents can
complete and submit responses, the extranet site also provides general guidance
concerning the questionnaire, including a glossary of terms used in the
questionnaire, responses to frequently asked questions, and information on
Association members involved in gathering the depository information. In addition,
completion of the questionnaire via the extranet allows Association member banks
to generate automated reports and facilitates review and analysis of the
information obtained.

Depositories Included in the Depository Information-Gathering Project

In determining which entities to include in the Project, the Association looked
to the SEC's definition of the term “securities depository” in Rule 17f-7. Rule 17f-7
describes the depositories to which it applies by referring to another SEC rule,
Investment Company Act Rule 17f-4. Rule 17f-4 provides that a securities
depository is “a system for the central handling of securities where all securities of
any particular class or series of any issuer deposited within the system are treated
as fungible and may be transferred or pledged by bookkeeping entry without
physical delivery of the securities.”2

In some cases, however, it is not clear whether or not the SEC would regard
particular non-U.S. facilities that perform some of the functions of a securities
depository as falling within Rule 17f-7. The Association has not, as a group, made
any formal determinations concerning which entities would be regarded as

2 In 2003, the SEC approved changes to Rule 17f-4 that inadvertently
altered the definition of “securities depository” for purposes of Rule 17f-7. SEC staff
has assured the Association in writing that the prior definition of securities
depository, as set forth above, should continue to prevail for purposes of Rule 17f-7,
and that a correction to indicate this will be issued in the future.
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depositories within the meaning of the rule. Instead of making a legal
determination, the Association sent the questionnaire to institutions that perform
some or all of the functions encompassed by the definition. As a practical matter,
the Association believes that most of the entities that received the questionnaire
would be deemed depositories under Rule 17f-7. In those cases where the
application of the definition is less clear, the Association believes that many
institutional investors are likely to wish to receive the type of risk analysis
information required by Rule 17f-7 with respect to the facility in question,
regardless of whether or not it is technically a “securities depository.”

Results of the Depository Information-Gathering Project

In August 2022, the Association sent the DIGP questionnaire to 165
depositories in over 100 jurisdictions. As of January 31, 2023, the Association had
received completed questionnaires and/or submissions via use of the WFC Tool from
137 of those depositories contacted. This year, the Association added four new
depositories to the distribution list. As of the end date of the Project, 28 depositories
had declined to respond or had indicated their responses were pending.

Appendix C is a list of the 165 depositories that the Association contacted as
part of the Project. In each case, the chart indicates whether the depository
provided the Association with a completed questionnaire and/or a submission via
use of the WFC Tool.

Use of Questionnaire Responses

Each Association member bank will use the questionnaire responses as it
sees fit. The questionnaire is intended to be a source of information from which
member banks can draw in preparing Rule 17f-7 analyses. How individual
Association member banks use questionnaire responses is a matter committed to
their discretion. The Association has no position on how questionnaire information
should be used in preparing Rule 17f-7 analyses.
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Availability of Completed Questionnaires

The Association will not release questionnaire responses directly to the
general public or to participating depositories.? We recognize that, in most cases,
the information sought by the questionnaire is publicly available. However, the
Association 1s concerned that if all depository responses are automatically
disseminated to the general public or to other depositories, some depositories may
be less likely to respond to future Association requests for updated information.
This could, in turn, hamper the ability of Association members to provide clients
with the analyses required by Rule 17f-7.

The Association has encouraged depositories to make their responses public,
and many depositories have indicated a willingness to do so. Appendix D to this
report is a list of each depository that has, as of January 31, 2023, indicated that it
will provide its questionnaire responses to any interested person upon request and,
if so, the name and address of the person or website from which the depository's
response 1s available.

Of the 137 depositories that participated in the 2022-2023 DIGP, 101 have
indicated that they will make their responses available upon request or that they
have posted their response on a website. The remaining 36 depositories have
indicated that they will not make their responses publicly available.

Frequently Asked Questions Concerning the Depository Questionnaire Project

In response to inquiries from depositories concerning this Project, the
Association has prepared a paper that generally describes the Project and addresses
some of the most frequently asked questions. A copy of that paper appears in
Appendix B to this report.

Clients of Association members should contact those persons at the member
bank with whom they work to obtain further information on the DIGP. Others may

3 While the Association will not release questionnaire responses to the
public, the members of the Association are not required to treat questionnaires as
confidential.
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contact the Association's counsel, John J. Conroy, Jr., at Baker McKenzie LLP, 300
East Randolph Drive, Suite 5000, Chicago, IL 60601 (telephone: 312/861-8171; fax:
+1 (312) 698-2107; e-mail: John.Conroy@bakermckenzie.com) if they have questions
or comments concerning this report.



mailto:John.Conroy@bakermckenzie.com
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Rule 17f-7 under the Investment Company Act of 1940

(17 C.F.R. 270.17-7)

Custody of investment company assets with a foreign securities
depository.

(a) Custody Arrangement With an E ligible Securities Depository. A
Fund, including a Registered Canadian Fund, may place and maintain its
Foreign Assets with an Elig ible Securities Depository, provided that :

(2) Risk-Limiting Safeguards . The custody arrangement
provides reasonable safeguards against the custody risks associated with
maintaining assets with the Eligible  Securities Depository, including:

) Risk Analysis and Monitoring

(A) The fund or its investment adviser has
received from the Primary Custodian (or its agent) an analysis of the custody
risks associated with maintaining a ssets with the Eligible Securities
Depository; and

(B) The contract between the Fund and the
Primary Custodian requires the Primary  Custodian (or its agent) to monitor
the custody risks associated with ma intaining assets with the Eligible
Securities Depository on a continuing basis, and promptly notify the Fund or
its investment adviser of any material change in these risks.

(i) Exercise of Care. The contract between the Fund
and the Primary Custodian states that the Primary Custodian will agree to
exercise reasonable care, prudence, and diligence in performing the
requirements of paragraphs (a)(1)(i)(A) an d (B) of this section, or adhere to a
higher standard of care.

(2)  Withdrawal of Assets From Eligible Securities Depository.
If a custody arrangement with an Eligible Securities Depository no longer
meets the requirements of this section, the Fund's Foreign Assets must be
withdrawn from the depository as soon as reasonably practicable.

(b) Definitions. The terms Foreign Assets, Fund, Qualified Foreign
Bank, Registered Canadian Fund , and U.S. Bank have the same meanings as
in 8 270.17f-5. In addition:

Appendix A
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(2) Eligible Securities Depository means a system for the
central handling of securities as defined in § 270.17f-4 that:

() Acts as or operates a system for the central
handling of securities or equivalent book-entries in the country where it is
incorporated, or a transnational system for the central handling of securities
or equivalent book-entries;

(i) Is regulated by a foreign financial regulatory
authority as defined under section 2(a)(50) of the Act (15 U.S.C. 80a-2(a)(50));

(i)  Holds assets for the custodian that participates in
the system on behalf of the Fund und er safekeeping conditions no less
favorable than the conditions that apply to other participants;

(iv)  Maintains records that identify the assets of each
participant and segregate the system’s own assets from the assets of
participants;

(V) Provides periodic reports to its participants with
respect to its safekeeping of assets, including notices of transfers to or from
any participant’s account; and

(vi) Is subject to periodic examination by regulatory
authorities or independent accountants.

(2) Primary Custodian means a U.S. Bank or Qualified
Foreign Bank that contracts directly  with a Fund to provide custodial
services related to maintaining the Fund ’s assets outside the United States.

NOTE to §270.17f-7: When a Fund’'s (or its custodian’s) custody
arrangement with an Eligible Securiti es Depository invo lves one or more
Eligible Foreign Custodians (as define d in 8§ 270.17f-5) through which assets
are maintained with the Eligible Se curities Depository, 8§ 270.17f-5 will
govern the Fund’s (or its custodian’s) use of each Eligible Foreign Custodian,
while 8§ 270.17f-7 will govern an Eligible Foreign Custodian's use of the
Eligible Securities Depository.

Appendix A
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