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CA 119 Tax Related Rates and Rate Types
1 Extracted Tax related MP from GMP Part 1 document v5.1

3.12.9 On Event Options Details and tax rates

What happens in case of omnibus account for income? In that case, multiple accounts per one notification does not work for income because of the different tax rates. 

a) one client

Account A: 30%

Account B: 15%

Account C: 15%

Question: one MT 564 per account should be sent, however, should the details of the announcement be changed in the three messages? It was said that if only general information is in the message, then the information doesn’t need to change. However, if rates are included then the contents must be changed.

It was agreed that if income is involved, there will be one announcement per account.

b) omnibus account (30% and 15% rates are mixed)

There will be a default rate on the account unless you tell the local custodian the breakdown. The French proposal is to have one MT 564 with multiple options for the different tax rates (option 1 is 30%, option 2 is 15%). In the MT 565, then the Account owner selects one option and provides in a narrative or by mail the tax breakdown. Then the MT 566 and 567 can follow as they normally do.

Position 1000 – 30%

Position 1000 – 15% 

564
---------------->

option 1 30%

option 2 15%

565
<---------------

option 1 for 1000

565
<---------------

option 2 for 1000

It was discussed whether the custodian needs to send the information that he received from the local custodian to the Account Owner. It was indicated that MT 564 need to be sent further on because, they need to give a reply, i.e., the tax breakdown, otherwise the STP process is broken. Some members indicated that you need to do this in order to give the response deadline for the tax breakdown. 

3.16.3 On The Usage Of Tax Free Information

With the implementation of SR 2005, the GRSS rates have become repetitive, so that it is possible to use :92J::GRSS//TXBL and :92J::GRSS//TXFR. 

Examples for dividends processing/mapping
The dividend is announced at 10 EUR per share

a) Fully taxable event (20% basis rate)

a1) Customer is taxed

:92J::GRSS//TXBL/EUR10,  or :92F::GRSS//EUR10,

:92A::TAXR//20,

:92F::NETT//EUR8,

a2) Customer  is not taxed (based on tax status)

:92J::GRSS//TXBL/EUR10,  or :92F::GRSS//EUR10,

:92A::TAXR//0,

:92F::NETT//EUR10,

b) Partially taxable event (8 taxable, 2 non-taxable)

b1)  Customer is taxed

:92J::GRSS//TXBL/EUR8,

:92J::GRSS//TXFR/EUR2,

:92A::TAXR//20,

:92F::NETT//EUR8,4

b1)  Customer  is not taxed (based on tax status) + 10% fees

:92J::GRSS//TXBL/EUR8,

:92J::GRSS//TXFR/EUR2,

:92A::TAXR//0,

:92A::CHAR//10,

:92F::NETT//EUR9,

6.2 Event Status

· Function of Message ‘Corporate Action Event Status’ (EVST in field 23G) is used only if there is issuer or regulator action;

· Function of Message ‘Corporate Action Event Status’ (EVST in field 23G) is not sent unsolicited, only on specific client request, with the exception of codes NPAY and NSEC;
· No reason code is required for Status:25D::EPRC//COMP

· The following codes are to be used with the event status:25D::EPRC//PEND:

· :24B::PEND//NPAY Payment Not Made - Payment has not been made by issuer.

· :24B::PEND//NSEC Securities Not Delivered - Securities have not been delivered by issuer
· :24B::PEND//NARR Narrative Reason.
· :24B::PEND//AUTH Sent to tax authorities, only with a tax reclaim event.
· :24B::PEND//VLDA Valid for tax authorities, only with a tax reclaim event.
6.3 Instruction and Cancellation Status
· Difference between status Denied and Reject – Denied is for business reasons, rejection is for system (data) reasons.  Note that Denied will be removed in SR2007; 

· Agreed that Function of Message INST (Instruction Status) can apply to both actual and default instructions;

· Status IPRC//STIN and IPRC//DFLA do not require reason codes;

· Status IPRC//PACK used only if an instruction has been sent;

· Reason PEND required with IPRC//PACK, note that this transgresses the usage rule

· Codes AUTH () and VLDA () to be used only with a tax reclaim event;

[AUTH - Sent to Tax Authorities -- For tax reclaim, the event is pending because the reclaim is sent to the tax authorities.]

[VLDA - Valid for Tax Authorities - For tax reclaim, the event is pending, the tax reclaim is valid for the tax authorities.]
7.11 On the use of narrative field

Narrative fields should only include information that is not formatted elsewhere in the message. If used, it should be with an existing dedicated field and following ISO 15022 Standards guide lines on the subject (available in APPENDIX 2, see end of the document).

It is to be noted that tax specific disclaimers should be handled by SLA.
8.2.5 Rights Issues – Two Events
Additional decisions:

Agreed that LAPS should be used as potentially a different tax treatment from NOAC.

Buy and Sell options are dependent on the SLA as strictly they are added by service providers rather than being part of the event.  

9.1.1 Indication that Confirmation is for a Claim

As from Standards Release 2005, new qualifier ‘additional business process’ :22F::ADDB// should be used.  The indicator has two codes, the first of which is relevant for claim / income compensation:

1) CLAI: Claim or compensation – the posting is related to a claim on the associated corporate action event.

2) TAXR: Tax refund – The posting relates to a tax refund from the authorities on the associated corporate action event.
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