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[bookmark: _Toc436145644][bookmark: _Toc450127687]Meeting Agenda
These minutes are based on the distributed meeting agenda. See document ”0_SMPG_Apr2016_CAWG_DetailedAgenda_v2”


[bookmark: _Toc436145645][bookmark: _Toc450127688]Minutes / Notes Takers
Christine Strandberg
Paola Deantoni
Jacques Littré
[bookmark: _Toc436145646][bookmark: _Toc450127689]Telco/Meeting Schedule for 2016 Q2/Q3/Q4
Remaining conference calls scheduled in 2016: May 17, June 21, July 26, September 6, October 25, November 22, December 13.
All conference calls from 2 PM to 4 PM CET
Next physical Meetings: 
· Switzerland: September 21 – 23, 2016
· For 2017, locations not yet known
[bookmark: _Toc450127690][bookmark: OLE_LINK5][bookmark: OLE_LINK8]Approval of March 22 Minutes
No comments received. The minutes are approved. 
[bookmark: _Toc450127691]CA298	Capital Gain - cash distribution components (Laura)
ISITC input before meeting
The wording in the ISITC market practice document in section 2.2.1.4.2.3 is being updated to the following for SR2016: 

“The US market supports both Return of Capital events (Event Code CAPD) and Capital Gains Distribution events (Event Code CAPG). There are scenarios where multiple payments are distributed within a single event. In this case, the multiple payments are announced as one event (i.e., short term capital gain, long term capital gain, etc.). When a dividend is announced with a capital gains distribution, the dividend is considered a separate event. In either case, CAPD or CAPG, there can be multiple cash distributions or components paying out (i.e., short term. long term).  The SMPG market practice states the following which is different from the US market.”
Decision: In GMP1, replace section 9.20 with a copy of the US text, but without the first sentence and with a revised text within the brackets “(for example, a capital gains distribution with both short term and long term capital gains).”:
“There are scenarios where multiple payments are distributed within a single event. In this case, the multiple payments are announced as one event (for example, a capital gain distribution with both short term and long term capital gains). When a dividend is announced with a capital gain distribution, the dividend is considered a separate event.”
It is also proposed to add a text in GMP1 stating that ‘In CAPD, do not use the short term (STCG) and long term capital gains (LTCG) rate type codes’.
Action: 
1. All NMPGs to revert by the May call if they oppose the above proposal on CAPD MP. 
2. If approved, Véronique to make final proposal for the MP wording to GMP1 SG before adding it to GMP1.
[bookmark: _Toc450127692]CA308   Question on Multi listed securities (Christine)
Back in December, Christine proposed to add the following paragraph at the end of the GMP1 section 8.1.2.4 as follows:
“8.1.2.4 Relationship between CORP and COAF
The Market Practice is to have a one-to-one relationship between CORP and COAF in the context of a bilateral relationship account servicer/account owner, provided all principles are adhered to. Account servicers should give a unique CORP to each event that has been given a unique COAF by the official body. In the case of intermediaries which have more than one place of safekeeping for affected client holdings (e.g. a global custodian with two or more sub-custodians in a market), more than one event/CORP may be used for one COAF, in order to reflect different options, deadlines or the like provided by/resulting from the different account servicers/places of safekeeping.“
Decision: Christine’s amendment in that section is approved and will be added to GMP1.

UK NMPG (Mari) also raised a concern from IMs as they do not really care about the fact that there are more than one CORP (for one COAF) and also in the opposite case, when there are two or more COAFs. Therefore IMs may rather wish their global custodian to only send them only one event/CORP.
Decision: The group agrees that the above IMs concern may be subject to SLA.
Action: Jacques to add the additional paragraph to section 8.1.2.4 in GMP1 and close this item.
[bookmark: _Toc450127693]CA309	Distributions of ‘interest on net equity in BR (Laura)
The SMPG recommendation (proposed in July 2015) to: “Use the DVCA code if the distribution is, from an investor tax perspective, treated as a “normal” dividend and If the investor receives the distribution free of tax, or with a reduced tax rate, the CAPD code should be used.” is approved.
Decision: Keep the recommendation in the minutes and do not add to GMP1 document as it is a market-specific recommendation.
Action: Jacques to close the item.
[bookmark: _Toc450127694]CA315	Extending CA MPs to ISO 20022 (Christine)
Regarding the MP/Usage guidelines on MyStandards, the work is ongoing, especially for S&R. Regarding CA, Jacques and a colleague have already build about  40 ISO 15022 events on MyStandards, and will continue with the ISO 20022 versions once the 15022 versions are ready . Tentative schedule for this work is this summer and completion is scheduled for end of year.
GMP1, and possibly also GMP2 and GMP3, will need to be made more standards-neutral.
Action: Jacques to come up with a proposal for making GMP1 standards-neutral without removing valuable 15022 information or making the document far too long.
[bookmark: _Toc450127695]CA316   MPs specific for Issuer announcements ?  (Christine)
Issue 1:
What happens when the issuer (or the CSD as official source of the COAF) changes the event after the CSD has announced it?
Decision in Singapore:
The three key elements are applicable also for the COAF, not only the CORP. In this example, and provided the change relates to one or more the three key elements (CAEV, CAMV, ISIN), the CSD should announce a new COAF. The first event is regarded as withdrawn.
NMPG input received:
XS: OK
ZA: OK
US: Likely impossible to cancel and re-issue a COAF for the CSD.
FR: OK
UK&IE: OK
FI: OK
CH: OK
SE: OK
JP: OK
RU: OK
LU: OK
NO: OK
DE: OK
Summary by Christine:
Though a few NMPGs have not yet provided input, the majority of respondents support the decision made in Singapore.
Helsinki Final Decision: Singapore decision approved i.e.:
The three key elements are applicable also for the COAF, not only the CORP. In this example, and provided the change relates to one or more the three key elements (CAEV, CAMV, ISIN), the CSD should announce a new COAF. The first event is regarded as withdrawn.
Action: GMP1 SG to insert a related MP paragraph in GMP1.

Issue 2 a:
Can the options be changed (replaced and/or removed)? The issuers must not replace any options; they are to adhere to the rules that have been defined by the SMPG regarding the option numbering (section 3.11.11).
Decision in Singapore:
[bookmark: _GoBack]CSDs are not to allow issuers/issuer agents to change the order/number/code of options, but instead use the OSTA//INTV (Inactive) or CANC (Cancelled) indicator codes (easier said than done).
NMPG input received:
XS: OK
ZA: Issuers do not necessarily provide/announce option numbers. The option numbers are provided by the CSD. ZA agrees with the usage of option status (OSTA) OK
US: In favour of using “Inactive” or “cancelled” option feature. OK
FR: Use rather CANC option feature. OK
UK&IE: OK
FI: OK
CH: OK
SE: OK
JP: Issuers do not provide option numbers, hence no comment. OK
RU: OK
IT: No feedback
LU: OK
DE: OK
NO: OK
DK: OK
Summary by Christine:
Though a few NMPGs have not yet provided input, the respondents lean towards supporting the decision made in Singapore.
Helsinki Decision: Singapore decision approved i.e.: 
CSDs are not to allow issuers/issuer agents to change the order/number/code of options, but instead use the OSTA//INTV (Inactive) or CANC (Cancelled) indicator codes.
Action: GMP1 SG to insert a related MP paragraph in GMP1.

Issue 2 b:
Can the options be changed (replaced and/or removed)? All official options have to be passed on stating the correct option number throughout the chain. E.g. there are 001/EXER and 002/LAPS issuer options. 003/SLLE is an account servicer option. Then the issuer announces 003/OVER. What to do?
Decision in Singapore:
Propose to resurrect the old market practice proposal to assign account servicer options option numbers starting with 9, e.g. 9nn, to prevent conflict between issuer and account servicer option numbers.
NMPG input received:
XS: Regarding the decision on issue 2 to reuse option numbers starting with 9 for account servicers, Jacques can you please remind me why this solution was not implemented in the past? I personally don't think my system can handle it.
ZA: The numbering change could be a huge code change and ZA would thus propose using option features for account servicer options (OPTF//ASVO)
US: No 9xx option numbering.
FR: No 9xx option numbering.
UK&IE: Use the service provider code: OPTF//ASVO
FI: No feedback yet
CH: No feedback yet
SE: OK
JP: Issuers do not provide option numbers, hence no comment.
RU: No feedback yet
LU: OK
Summary by Christine:
Though several NMPGs have not yet provided input, few respondents support the decision made in Singapore and it will likely be rejected. Please note however that no one has proposed an alternative solution (e.g. ASVO does not mean you can have two options with the same number), but perhaps there is no acceptable solution?
Helsinki outcome:
The long discussion resulted in the following different proposals/options:
· Alternative solution 1: All issuer options must be reflected, but not necessarily with the same option number
· Alternative solution 2: Option numbers and order can be changed once the official announcement from the issuer CSD is sent
· Alternative solution 3: Remove option numbers
· Alternative solution 4: No recommendation at all from the SMPG
· Alternative solution 5: Use UNS (not allowed in the MT564) or something else until the official announcement from the issuer CSD is sent
Final Helsinki Decision: Alternative solution 1 above was the preferred one i.e.: All issuer options must be reflected, but not necessarily with the same option number.
However, since those use cases are rather exceptions cases, there will not be a corresponding market practice derived in GMP1. 
Issue 3:
What if the issuer CSD makes an incorrect interpretation of the event at the same time it assigns a COAF? Can intermediaries use the same COAF but with the correct CAEV?
Decision in Singapore:
The least bad solution was agreed to use the correct CAEV code but still include the same COAF. This will assist in reconciliation between different information sources.
NMPG input received:
XS: OK
ZA: The simple changing of CAEV will not necessarily change fields further down in the message. Thus ZA suggests that the event must be withdrawn and replaced with the correct CAEV.
US: Agree with the proposal only if the event cannot be withdrawn by the issuer/Issuer Agent.
FR: Need more information to take a decision. It is not clear who is providing the CAEV code since it cannot be the issuer.
UK&IE: we recommend a CANCEL & REPLACE approach
FI: Agree to continue with the same COAF.
CH: CH suggests to use the terms “a different CAEV” instead of “the correct CAEV OK
SE: OK
JP: we recommend a CANCEL & REPLACE approach
RU: OK
DE: OK
IT: OK
NMPG input replaced by consensus agreement of the revised wording
Summary by Christine:
Though a few NMPGs have not yet provided input, the majority of respondents support the decision made in Singapore. The question/issue – and hence the decision – is valid only if the issuer CSD (or the issuer/issuer agent) does not cancel and replace the event.
Final Helsinki Decision: Agreed, with the revised wording of CH plus the addition of first going to the issuer CSD to get them to change i.e.:
The least bad solution was agreed to use a different CAEV code but still include the same COAF. This will assist in reconciliation between different information sources.
However, since those use cases are rather exceptions cases, there will not be a corresponding market practice derived in GMP1. 
[bookmark: _Toc450127696]CA321	Create a more robust MP on narrative “Update info” (GMP1 SG)
Reminder of Singapore Proposal:
Option 1. Keep last change info only:
Provide a summarized description of the changes (as described above), but only keep the latest update date and summarized description in the free text field of the message. The messages then would always look like the January 2 example outlined above. This would comply with the current ISO 20022 Standards which does not repeat the “UpdateDescription” element in a narrative.
2. Keep the history of change info:
Provide a history of all summarized descriptions of all the updates, as outlined in the example above.  This would require a change to ISO 20022 Standards to enable the repetition of the “UpdateDescription” element.
The argument for supporting options 1 & 2 above is mainly that it helps the operator in a long narrative to quickly identify what has changed in the text.
3. Do not define a MP for update information
The argument for some in the group is that this would not bring any STP improvement anyway since the narrative must be read anyway and therefore it is not worth having such a complex MP.
Consolidated NMPGs Feedback
	NMPG
	Summary of Feedback/Comments

	APAC
	No MP needed

	BE
	No strong opinion. Not opposed to such an MP. 

	CH
	Keep the history of change info

	DE
	No MP needed

	ES
	No feedback

	FI
	No MP needed

	FR
	No MP needed

	ISITC
	No MP needed

	IT
	No feedback

	JP
	No MP needed

	KR
	Keep the history of change info

	LU
	Keep the history of change info

	MDPUG
	No MP needed

	NL
	NO MP Needed

	NO
	No consensus

	RU 
	No feedback

	SE
	Keep last change info only

	UK&IE
	Keep the history of change info

	XS
	Keep the history of change info

	ZA
	No MP needed


Jacques remarked that the “update Date” and “Update Reason” fields exist, as optional, in the ISO 20022 standards. Shouldn’t we do a market practice for both standards?
Decision: Thus, a clear majority favoured option 3. Do not create a market practice for this in ISO 15022 and open a new item, to investigate a possible market practice for the UpdatedAdditionalInformation in ISO 20022. 
Action: Jacques to close this item for ISO15022 and open a new one for ISO 20022 and get DTCC and ISO20022 users feedback on it.
[bookmark: _Toc450127697]CA322	Create new MINO Format Option in cash amount (Mari)


Mari says that the item has been described incorrectly and is in fact not related to MINO itself and the CR977.
It relates to certain event types in UK, AU and NZ, where shareholders are given the opportunity to purchase new shares in the company (CAEV PRIO) but since the price is calculated after market deadline, the instructions must be provided not with the quantity of requested shares but with the amount of money the shareholder would like to pay for them (e.g. not 1000 new shares, but GBP1000).
What is missing is actually a kind of “QINS” for amounts (sort of “QCASH” code).
There is no way to communicate this instruction in an MT565 nor to inform in the MT564 how to instruct, except in narrative.
Action: 
1. Jacques to close this item and open a new one describing correctly the issue.
2. Mari to check with the UK&IE NMPG if they would like to write a CR for this business need. If it is the case, provide the expected traffic volumes.
[bookmark: _Toc450127698]CA323	Amend name and definition of PCAL event (Bernard)
Bernard’s and Michael’s final proposal for definitions changes are (with DRAW slightly updated with sentence in bold):
	PCAL
	Partial Redemption with reduction of nominal value without pool factor reduction
	Securities are redeemed in part before their scheduled final maturity date.  It is done without any pool factor reduction. The redemption outturn is reflected with a face amount reduction. with reduction of the nominal value of the securities. The outstanding amount of securities will be reduced proportionally

	PRED
	Partial Redemption without reduction of nominal value with pool factor reduction
	Securities are redeemed in part before their scheduled final maturity date.  The redemption outturn is reflected with a pool factor reduction.  No movement of securities occurs. Without reduction of the nominal value of the securities. This is commonly done by pool factor reduction.

	DRAW
	Drawing
	Redemption Securities are redeemed in part before the scheduled final maturity date of a security.  Drawing is distinct from partial call since drawn bonds are chosen by lottery and with no reduction in nominal value It is done without any pool factor reduction. The redemption outturn is reflected with a face amount reduction. Drawing is distinct from other partial redemptions since drawn bonds are chosen by lottery.  Therefore, not every holder is affected in the same way.


Decision: The new definitions changes are approved as illustrated above.
Action: SMPG CR to be created by Bernard.
[bookmark: _Toc450127699]CA324	Usage of NSIS and NEIS for SOFF, DVSE and BONU (Christine)
Proposed MP:
New/simplified version of the table to differentiate between BONU, DVSE and SOFF:
	
	Issuer of distributed securities same as issuer of underlying securities?
	Dividend event?
	Capitalisation event?

	BONU
	Y
	N
	Y

	DVSE
	Y
	Y
	N

	SOFF
	N
	N
	N



Decision: Add the table as a new tab in GMP2 called “Securities Distribution”. NMPGs can propose to add more event types in case there are other distribution of securities events where there is some confusion regarding the proper CAEV code (e.g. distribution of warrants).
Action: Jacques to add the table in GMP2 and close item.
[bookmark: _Toc450127700]CA325	BMET vs. CONS (Alexander)
How do we correctly announce an event that involves both, a physical meeting of the bondholders and a consent payment?
Decision: The important criteria to be taken into account, is whether there is an actual physical meeting taking place. If there is, then BMET must be used. This decision may cause practical issues, but events should not be mislabelled.
Action: Close the item.
[bookmark: _Toc450127701]CA326 Usage of PROR - Pro-Ration rate (Jean-Pierre)
The group agrees to change the current definition of PROR: “Proportionate allocation used for the offer.” as follows: 
Proposed new definition of PROR: “Percentage of securities accepted by the offeror/issuer.”
Action: Mari to create an SMPG CR accordingly.
[bookmark: _Toc450127702]CA328   “Function of the message” for the first MT564 CAPA message (Delphine)
The first movement preliminary advice (CAPA) message or the first CAPA pre-advising a reversal or the first CAPA following a cancellation of a CAPA should be a NEWM type. What is the “Function of the message” for the first MT564 CAPA message sent?
Decision: The group agrees that in ISO15022, contrarily to ISO20022, the first MT564 CAPA (MT movement preliminary advice) message sent or the first MT564 CAPA message following a cancellation of a CAPA should have a REPE function (as illustrated in the table below).
Add the following paragraph in GMP1 section 4.3.5 covering the ISO15022 case:
“For ISO 15022, all movement preliminary advice messages (MT564 + :22F::ADDB//CAPA) will have the Function of the Message (:23G::) with value REPE except when :25D::PROC//ENTL is present, value will be NEWM (for late announcements cases only – see section 3.2.6)”
 
	ISO 15022
	ISO 20022

	
	
	MT
	:23G:
	:22F::ADDB//
	:25D::PROC//
	
	MX
	Notification Type
	Other

	1
	Announcement
	564
	NEWM
	
	
	
	CANO
	NEWM
	

	2
	Replacement
	564
	REPL
	
	
	
	CANO
	REPL
	

	3
	Eligibility
	564
	REPE
	
	
	
	CANO
	REPL
	EligibleBalanceIndicator

	4
	Final entitlement (pre-advice)
	564
	REPE
	CAPA
	
	
	CAPA
	NEWM
	

	5
	Final entitlement Replacement (if any)
	564
	REPE
	CAPA
	
	
	CAPA
	REPL
	


Action: Jacques to add the additional paragraph and illustration to section 4.3.5 of GMP1 and close item.
[bookmark: _Toc450127703]CA329	How to fill in Narrative Fields between 564 and 568 (GMP1 Section 3.15 & 3.7.3) (Bernard)
Decision: The group agrees to not recommend either version in the global market practice. Both ways of filling the narrative in MT564 and / or MT568 are valid in ISO 15022. In ISO 20022, the problem is fixed since there is no equivalent to the MT568 message.
Therefore it is agreed remove the related paragraphs in section 3.7.3 and 3.15 accordingly. In section 3.7.3, remove the first paragraphs on the “forward linking” as well and in 3.15, remove the paragraphs named “To what extent should field 70 in the MT564 be used?”
Action: GMP1 SG to check that all remaining traces of recommendation of either version is removed from GMP1 and close Item.
[bookmark: _Toc450127704]CA330	GMP1 section 5.4.1 on 17B::WTHD and CHAN - meaning and Combinations (Jacques)
Decision: The group agrees to change the title of GMP1 section 5.4.1 to “Change and Withdrawal” and to change the contents as follows:
· It is not always possible to cancel a CA instruction. There are two flags which may be used to indicate whether an instruction can be withdrawn or changed:
· If qualifier is WTHD with value Y – client can withdraw his previously sent instruction by cancelling it.
· If qualifier is WTHD with value N – client cannot withdraw his previously sent instruction.
· If qualifier is CHAN with value Y – the client cannot withdraw his acceptance of the offer but may change requested outturn by sending a cancellation and replacement instruction.
· If qualifier is CHAN with value N – the client can neither withdraw his instruction nor change.
· The fields can be combined, but is generally to be avoided
	WTHD
	CHAN
	Comment

	Y
	Y
	Should not be used

	Y
	N
	Should not be used

	N
	Y
	Possible, but WTHD is redundant in this combination

	N
	N
	Possible, but WTHD is redundant in this combination


The above table must not be included in GMP1, only in the minutes. 
The usage of “WTHD” is not recommended by the SMPG except when supported in local market practice.
Remove everything else in that section 5.4.1.
Action: GMP1 SG to replace in GMP1 section 5.4.1 and close item.
[bookmark: _Toc450127705]CA331	Question on usage of :90J::OFFR ? Business Case (Jacques)
Decision: “:90J::OFFR” price can be used for a price expressed in cash amount per nominal/denomination amount for any type of events on bonds.
Action: Close Item.
[bookmark: _Toc450127706]CA333   Redemption of notes on Mizuho scenario (Delphine)
In the following example, EB reports OFFR using format B to be able to report the currency (and not the PRCT format A). The question is, should the price be expressed in denomination ccy or in payment ccy?
Example: MIZUHO SECURITIES CO LTD   XS0715481478:
Documentation: 
[image: cid:_1_17D5F93C0D7490980054B94FC1257F57]
Decision: Use :90J::OFFR for the AUD option
Action: Close Item
[bookmark: _Toc450127707]CA334   Usage of the new 92H format Option for GRSS and NETT (Laura/Peter)
Decision: The decision taken at the March conference call i.e. that:
 “If the rate status INDI is used in :92H::, the final dividend can be announced either as 92H with rate status ACTU or just with 92F. If a rate status (INDI) is not needed, always use 92F.” 
…will be added to GMP1 in the dividend payment section.
Action: GMP1 SG to add to GMP1 and close item.
[bookmark: _Toc450127708]CA335   Cash Currency Options  (Magdalene for APAC CA WG)
What is the SMPG guideline for announcement of the rate of each cash option in a currency option event?  For example, investors can take cash in USD and GBP, and the initial rate announced is USD0.10.  When the GBP rate is known, does the SMPG recommend announcing the GBP rate in Seq. E?
Decision: Use 11A OPTN in each option sequence. For currency options where the rate has not yet been established, include the rate as “:92K::GRSS//UKWN”
Action: Jacques to ask Magdalene which event template might need to be updated to be sure it follows the recommendation.
[bookmark: _Toc450127709]CA336	Partial Liquidation (Jean-Pierre)
In France, they don't see how to indicate in a MT564 the fact that the event is a full liquidation or only a partial liquidation. For FR clients, the only possibility is to check the quantity of shares debited from the account in order to identify if it is a full liquidation (total position debited) or only a partial one (only a part of the position is indicated in the securities movement sequence).
This is possible with a MT566 but not necessarily clearly indicated (optional) - or possible to indicate - in a MT564.
Decision: No other market debits securities as part of a partial liquidation. 
Action: Close item.
[bookmark: _Toc450127710]CA337	TXAP//TXBL deletion in SR2016 - CR0983 (Michael/ Christine)
As per the SR2016 CR0983, the 22H format option for the Issuer/Offeror Taxability Indicator (TXAP with code TXBL) were to be replaced by format option 22F with the usage of a DSS only and therefore the TXBL code was removed as illustrated below.
MT 564 Field Specifications
68. Field 22a: Indicator
FORMAT
	Option F
	:4!c/[8c]/4!c
	(Qualifier)(Data Source Scheme)(Indicator)

	Option H
	:4!c//4!c
	(Qualifier)(Indicator)


PRESENCE
Mandatory in optional subsequence E1 
QUALIFIER
(Error code(s): T89) 
	Order
	M/O
	Qualifier
	R/N
	CR
	Options
	Qualifier Description

	1
	M
	CRDB
	N
	 
	H
	Credit/Debit Indicator

	2
	O
	TEMP
	N
	 
	F
	Temporary Indicator

	3
	O
	NELP
	N
	 
	F
	Non Eligible Proceeds Indicator

	4
	O
	TXAP
	N
	 
	[bookmark: mt564-68-field-22a-deleted]F  H
	Issuer/Offeror Taxability Indicator

	5
	O
	NSIS
	N
	 
	H
	New Securities Issuance Indicator

	6 
	O 
	ITYP 
	N 
	  
	F 
	Type of Income 

	7 
	O 
	ETYP 
	R 
	  
	F 
	Type of Exemption 



[bookmark: c9]CODES
If Qualifier is TXAP, Data Source Scheme must be used, for example, IRSX in the United States. The lists of Issuer/Offeror Taxability codes to be used in Indicator are provided in the document titled "TXAP Taxability Codes" that is available on the SMPG website at www.smpg.info. 

However, according to reaction from CH and FR in March 2016, it seems that the intention was initially not to delete the format option H but simply to add option F in addition to option H thereby keeping the TXBL code (despite the clear illustration of the change in the final minutes of the CA MWG).
FR and CH as well as other countries around the table think that we should reinstate the TXBL code in the standards as a generic code for taxability.
Since in March 2016 it was too late to make any amendment to the Standards itself, SWIFT has in the meantime come up with the following workaround for SR2016: 
· Use TXBL with format option F as follows  :22F::TXAP//TXBL and it will go through the SWIFT network
Decision: Include in next version 1.1 of GMP1 the use of “:22F::TXAP//TXBL” as an interim solution between SR2016 and SR2017 plus possibly a one-pager or similar and write an SMPG CR to put TXBL back as a valid code in UHB, from SR2017.
Action: 
1. GMP1 SG to add the MP in GMP1.
2. Jacques to draft the SMPG CR for SR2017 and one-pager to be sent asap to SMPG.
[bookmark: _Toc450127711]CA340  CA Flows for Intraday liquidity Reporting (Jacques)
The LITF (BCBS 248) Basel 3 Task Force working on a proposed LITF message flow under SWIFT auspices, is requesting the SMPG CA WG to validated the proposed flow hereunder:


SMPG conclusions: 
The custody/corporate action/asset servicing system only creates the cash postings/files and send them to the cash account system and it does not actually know exactly when the cash account system executes the postings.
This is not really a business need the custody systems can help solve as they do not have any information on the precise time at which a payment was posted on the cash account, only the cash account systems can generate this information.
Therefore the MT566 is not at all the message to be used for intraday liquidity reporting. The use case 3 proposed is by the way never used in the CA context.
[bookmark: _Toc450127712]CA279 Follow up on SR2016 Market Claim CR ?(Christine)
Questions: 
· Should we raise a CR for SR2017 for two new 15022 and 20022 market claims messages for SR2017?
· Can we get DE and FR to change their minds?
Action: Christine to raise the issue at the CASG meeting in May and revert.
[bookmark: _Toc450127713]Status of SMPG CR for SR2017 (Christine)
So far, those are possible CRs to be submitted for SR2017: 
· Five CRs from the SMPG (PCAL def. / INTR def. / TXBL / PROR def / FLFR qualifier/Rate type code)
· UK&IE will have its “QCAS” CR, (see CA322) and possibly some others
· XS/EB may try again with the CR for inclusive/exclusive end date for interest period?
· DK will have a CR to extend the size of the DAAC (Accrued number of days) for interest payment.
· US: DTCC may have one or two CRs
[bookmark: _Toc450127714]Tax Subgroup status report (Jean-Pierre)
The sub-group is working on clarifying or changing some other qualifiers: NRES rate and TAXC rate plus codes related to it. This is part of the tax “clean-up” work. 
A CR will be created for FLFR qualifier, where there are different ways to announce more or less the same thing.
[bookmark: _Toc450127715]WG Co-Chairs election Introduction (Karla)
Karla briefed the CA WG on the new by-laws process for running WG co-chairs elections for two-year terms. The elections will be staggered, one per year at the spring meeting. The facilitator will perform the election process. Candidates will use the usual application forms already used for the SMPG regional directors candidates. 
The call for candidates will be issued at least 2 months before the election.
One month before the meeting, the list of candidates will be disclosed.
The first election will be held in the spring 2017 during the SMPG global meeting.
If there is a tie during the co-chairs election, as the by-laws do not provide for it (yet?), the SMPG chair or vice chair will then assist.
[bookmark: _Toc450127716]SWIFT Best Practice Validation Capability Presentation
The presentation to be given by Jonathan Ehrenfeld from SWIFT in each of the SMPG WG had to be postponed due to unexpected flights cancellations.
The presentation is now scheduled via Webex on the following dates:
· Tuesday May 10 at 1:00 PM CET or
· Wednesday June 1st at 10:30 AM CET.
The following link can be used for those 2 dates: Join WebEx meeting.
[bookmark: _Toc450127717]Country Report
ESES (Ben):
Due to the migration to TCS BaNCS at the same time ESES migrates to T2S, some existing functionality in the CSDs will be lost like Transformation will only be cancellation and no new replacement transaction. It will no longer be possible to send MT 565 to local CSDs. They are back to FOP and faxes ! This is a temporary situation but the temporary period is not known. 
France (Jean-Pierre):
Busy with new MPs on FDIV/PDIV deletion, on liquidation and TXBL. 
In addition to TXBL and PROR issues, the FR NMPG is building a new market practice for the additional dividend from foreign subsidiaries, amending French market practice for DVOP without QREC, and also deal with fractional cash.
South Africa (Sanjeev): 
The main focus is the migration from T+5 to T+3, scheduled for July 11 and automation of elective events for the 2017 Q1. Automation of proxy events in ISO 15022 is in the pipeline as well and study of  the ISO 20222 PV solution as well.
Switzerland (Michael):
T+1 implemented for rights trading, except for T+2 for trades made on ex-date.
UK&IE (Mari): 
· Change of tax rules for dividends on April 6 leading to amended UK MP templates. The plan is to get rid of the tax credit and all dividends are paid gross. Publication planned in May.
· CSDR still a main driver. This has led to a move to Central Bank money also for USD via Fed. 
· BoE has given EUI a dispensation for the move to ISO standards – CREST standards are deemed sufficient for a few years. EUI are adding more ISO 15022 messages and starting with the MT566, but most members are using the proprietary format and have no plans to move to 15022 before they are forced to move to 20022.
MDPUG (Laura): 
Questions in MDPUG often come from clients. INDI/ACTU is being discussed at the moment, trying to agree on a common solution. 
Looking into uploading MDPUG templates onto MyStandards. Everyone but Bloomberg participates in MDPUG.

Japan (Ito-san): 
JASDEC and TSE have both implemented ISO 20022 and have decommissioned ISO 15022 a couple of months ago. Proprietary formats still exist.
Germany (Daniel): 
Cum/ex – German market practice will be changed to align with T2S market practice. There has been indications of tax evasion, moving ownership of shares into Germany just before ex-date, and then out of Germany again; the tax authority is looking into implementing legal changes to make this difficult but the implementation date is not yet decided.
ISITC US (Paul): 
No major changes. DTCC will implement the ISO 20022 CAIN (Instruction) message fully this autumn.
Denmark (Charlotte): 
VP is moving to ISO 20022 messages, implementing the messages area by area. Incentives for the move will be in place from January 1, 2017. Proprietary formats will be phased out. Gaps exist in account management and reference data. 
Automating processing of negative interest rates, in five different models. (Charlotte will send information to everyone.) The Danish market will create a CR for amending DAAC to five digits, since there have been Danish 30-year bonds issued with interest payment accruing the entire period.
Norway (Alexander): 
VPS has terminated their agreement with Percival. VPS will become CSDR compliant by rebuilding their existing system, but few details have been provided at this time.
Luxembourg (Bernard): 
The market is investigating improving and standardizing corporate actions for investment funds. This may be a joint effort between the CA and IF groups in the LU NMPG. Both ISO 15022 and 20022 are used in the market, so the effort will be standards-neutral.
SWIFT Standards (Jacques): 
The “Change Request Forum” initiative will be implemented on MyStandards in pilot phase for SR2017. Webinars will be held on four occasions in May; everyone involved in the maintenance process, locally or globally, is encouraged to participate. 
Jacques explains what it is and how this will work especially from and for MWG members.
Feedback received:
There should be a cut-off date of about 10 days before the MWG meeting to provide comments on the CR Forum so that SWIFT has enough time to consolidate the comments and circulate them before the maintenance meeting to the MWG members and MWG members have themselves enough time to analyse them and consult with their country user members.
Belgium (Véronique):
NBB migrated to T2S successfully, a few issues mentioned for the first few weeks only.
Sweden (Christine):
No major changes; any market changes related to the CSD is more or less on hold due to the project to implement the new CSD system in 2018.
Action: Charlotte to send more information about “Automating processing of negative interest rates, in five different models”.
[bookmark: _Toc450127718]AOB
a) Delphine: Weird market claim case. 3 rights for 1 share. Underlying transaction for 1000 shares, leading to a market claim of 3000 rights. This partially settles with 230 rights, which is not dividable with 3. What to put in CONB, which relates to the shares, when confirming this partial settlement?
Proposal: Divide by the rate, and if not a whole number, use standard rounding rules.
b) Christine asked if other markets/regions also experience an increased number of issuers of corporate bonds having difficulties with paying interest and/or performing partial/full redemption.

------------------------ End of the Meeting Minutes ---------------
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Meeting Venue 19, 20 & 22 April:
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Aleksis Kiven katu 7

Meeting Venue 21 April:

Pohjola Bank, Teollisuuskatu 1b

Dress Code: Smart Business casual









[image: ]







Meeting Global Agenda



		Tuesday 19th of April    Venue: Nordea Vallila campus, Aleksis Kiven katu 7

Meeting room U1A18

		 



		

		9:00 – 17:30

		

		Investment Funds WG Meeting

(only for IFWG members – please refer to the specific IF WG agenda)

		









		Wednesday 20th of April             Venue: Nordea Vallila campus, Aleksis Kiven katu 7

		 



		

		9:00 – 9:30

		Arrival & Check-in at Nordea premises and Welcome Coffee



		Morning Session

		 



		 

		9:30

		Plenary Session



		 

		9:30 – 11:00

		Plenary Session Agenda

1. SMPG Welcome Address (Karla Mc Kenna, SMPG Chair, ISITC) – 5’

2. Welcome Address by Host (Sari Rask, Chair NMPG FI, Nordea) – 5’ 

3. Global Meeting Schedule (Jacques Littré, SMPG General Secretary) – 5‘

4. ISO Stds adoption by the Nordics (Anu Puttonen, Business Dev. Mgr,Infrastructure, Euroclear) – 40’

5. The Impact of T2S on the Securities Landscape (Janne Palvalin, Nordea) – 35’



		 

		11:00 – 11:20

		Morning Tea Break



		

		11:20 – 12:30

		6. EMEA Regional Updates – 20’

7. Americas Regional Updates – 20’

8. APAC Regional Updates – 20’

9. AOB – 10’



		 

		12:30 – 13:30

		Lunch



		Afternoon Session

		 



		

		13:30 – 14:00

		 10. SMPG Steering Committee Members Elections



		

		14:00

		End of Plenary Session



		 

		14:00 – 15:30

		Corporate Action WG

		Investment Funds WG

		Settlement and Reconciliation WG



		 

		15:30 -  15:45

		Coffee Break



		 

		15:45 – 17:30

		Corporate Action WG

		Investment Funds WG

		Settlement and Reconciliation WG



		 

		

		Free evening
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Thursday 21st of April             Venue: Pohjola Bank, Teollisuuskatu 1b



		

		8:30 – 9:00

		Arrival & Check-in at Pohjola Bank premises



		Morning Session



		 

		09:00 – 10:45

		Corporate Action WG

		Investment Funds WG

		Settlement and Reconciliation WG



		 

		10:45 – 11:00

		Coffee Break



		 

		11:00 – 12:30

		Corporate Action WG

		Investment Funds WG

		Settlement and Reconciliation WG



		 

		12:30 – 13:30

		Lunch



		Afternoon Session



		 

		13:30 – 15:30

		Corporate Action WG

		Investment Funds WG

		Settlement and Reconciliation WG



		 

		15:30 – 15:45

		Coffee Break



		 

		15:45 – 17:30

		Corporate Action WG

		Investment Funds WG

		Settlement and Reconciliation WG



		Evening



		

		

		



		 

		19:00 – 21:00

		SMPG Event (Sponsored by Euroclear Finland)

Address: Urho Kekkosen katu 5 C  (3 minutes walk from the hotel)

Please indicate your participation in the meeting registration form



		 

		21:00

		End of Event





	



		Friday 22nd of April             Venue: Nordea Vallila campus, Aleksis Kiven katu 7



		

		8:30 – 9:00

		Arrival & Check-in at Nordea premises



		Morning Session



		 

		9:00 – 10:45

		Corporate Action WG

		

		Settlement and Reconciliation WG



		 

		10:45 – 11:00

		Coffee Break



		 

		11:00 – 12:30

		Corporate Action WG

		

		Settlement and Reconciliation WG



		

		12:30 – 13:30

		Lunch



		

		13:30

		End of meeting
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		Item No

		Short Description

		Description and Pending Actions

		Owner

		Comment



		

		

		Wednesday April 20 PM

		

		



		1

		

		Appoints one additional minutes taker/helper

		Bernard/Christine

		 



		2

		Next meetings

		Schedule Conference calls for end 2016

		Christine

		 



		3

		Meeting Minutes

		Comments / Approval of March 22 conf. Call Minutes

		Jacques

		



		CA337

		TXAP//TXBL deletion in SR2016 CR0983)

		Should we reinstate TXBL in SR2017 ? What is the market practice in the meantime.

		Christine/Mike

		 



		CA298

		Capital Gain - cash distribution components

		ISITC MP 2.2.1.4.2.3 and SMPG MP 9.22 are not consistent regarding cash distribution of several Capital gain components (short term, long term).
Action: 
ISITC to clarify their MP 2.2.1.4.2.3

		Laura / GMP1 SG

		Telco February 16, 2016
UK&IE Feedback: N/A in the UK
Telco January 26, 2016
Input from SE
The Swedish market does not use CAPG. Events are not split into two or more depending on source of income. The source is not specified by the issuer.
Input from XS
This type of event does not apply to the XS market.
ZA Feedback 
Does this kind of event take place in your market ? 
A CAPG has not occurred in the ZA market
If so, how are they announced and treated ? 
There has been no capital gain distribution events in the ZA market however the nature of the distribution would be capital in nature. Thus whether the distribution is long or short term it will still be capital in nature so possibly one pay-out. In the event there is a need to differentiate between long and short then we would suggest 2 events (cleaner) otherwise one event with 2 pay outs. 
And also, are other types of events with multiple sources/components announced and treated as one or multiple events ?
Exchange Traded Funds (ETF) and Exchange Traded Notes (ETN) have multiple distributions (e.g. local dividend, foreign dividend, interest, etc) and thus multiple events are processed – each nature of distribution is processed separately, i.e. cash dividend, interest, etc.
DE Feedback 
We don't use CAPD + CAPG. EIG+ says "n/a". 
If a German company pays cash out of the company reserve, we announce a "SHPR". 
In case a company pays out a dividend at the same time, we always treat the two as separate events (DVCA + SHPR)
In conclusion, it seems that this kind of event is rather US specific.
Telco December 8, 2015
No clear answers yet received from ISITC on the pending question 4 (Q4. Why is CAPD mentioned in the ISITC market practice document?  Should the event type be CAPG or should the ISITC MP refer to Capital Distribution instead of Capital Gain ?)
Decision: keep the global MP (section 9.22) as in the most recent version until ISITC reverts with a change request.
It seems also that the way those kinds of events are announced may differ in the markets. Therefore, to what extent should global MP differ from how issuers and markets work? How are these events, with short-term and long-term capital gain, announced globally? 
In the US, it is announced as one event.
Telco November 10, 2015
No answers yet received from ISITC on the pending question 4 (Q4. Why is CAPD mentioned in the ISITC market practice document?  Should the event type be CAPG?)
Section 9.22 of GMP1 must be reviewed by GMP1 SG since the meaning is not really clear (compared with the ISITC MP on Capital Gain in section 2.2.1.4.2.3 of ISITC MP document). 



		CA308

		Question on Multi listed securities

		Should we review the general (and quite old) market practice for multi-listed securities?(CA304) (from Karla - April meeting).
Action: n/a

		GMP1 SG

		Telco March 22, 2016:
Since Christine did not attend the January call at which the DE comments were provided and since other NMPGs had already agreed with the initial proposal, it was not clear whether and how the proposal needed to be updated or not.
Decision: Discuss this again at the Helsinki meeting.
Telco January 26, 2016:
Input from SE: The WG approved the proposed market practice.
Input from XS: I am fine with the text but does this situation occur? Wouldn't a global custodian align the options it offers to the common options offered by its agents on the market?
ZA Feedback : ZA agrees.
DE Feedback : I wanted to mention also that section 8.1.2.7. would need clarification, how the MT565 must look like, if we follow Christine's suggestion. 
e.g.        Event 1                Event 2 
        COAF=123        COAF=123 
        CORP=456        CORP=789 
MT565        COAF=123        COAF=123 
        CORP=optional        CORP=optional                can be NONREF.
This means that clients would always be forced to use the CORP in their MT565. We had a representative from an Asset Manager as guest to out meeting who also mentioned that this would mean that he would not want to distinguish between cases where a CORP is needed and cases where it is not. 
Plus: What if the is a multi-listed security, where a custodian issues several CORPs for one COAF, but one client is only holding one position. The custodian would probably expect to have a CORP because of the multi listings, but the client would not be aware that they should potentially send a CORP. 
I.E.: This would mean that everybody would always send a CORP - just to be sure that nothing goes wrong, so we could delete section 8.1.2.7. and we would never be able to delete the CORP from the messages. 
In our opinion, we should think more about the side effects and discuss in more detail, before changing the MP.
CH, FR, ES, UK&IE NMPG’s agrees with the above proposal.
Decision: No update to GMP1 for the moment. To be rediscussed at the call in March.
Telco December 8, 2015
Christine’s input received for the updated COAF MP (updated part in blue):
“8.1.2.4 Relationship between CORP and COAF
The Market Practice is to have a one-to-one relationship between CORP and COAF in the context of a bilateral relationship account servicer/account owner, provided all principles are adhered to. Account servicers should give a unique CORP to each event that has been given a unique COAF by the official body. In the case of intermediaries which have more than one place of safekeeping for affected client holdings (e.g. a global custodian with two or more sub-custodians in a market), more than one event/CORP may be used for one COAF, in order to reflect different options, deadlines or the like provided by/resulting from the different account servicers/places of safekeeping.“
Telco November 10, 2015
No input yet at this stage.
Singapore - October 7 - 9, 2015
In some instances, Euroclear UK&IE might pay EUR on a holding in a given security that is safe kept in Ireland and GBP on a holding that is safe kept in the UK. This will be the case even though the ISIN and PSET are the same, since it is the same security, held in the same CSD, i.e. Euroclear UK&IE
The CA-WG reviewed GMP1 and made changes to two sections covering this:
Section 3.8.2, on multiple deposited securities: This section was removed since deemed redundant with section 8.1.2.9 covering the COAF and multi-deposited securities as well.
Section 3.8.3 Place of Safekeeping:  This section was slightly rephrased. 
Section 8.1.2.4 of GMP1 on COAF was reviewed and found that it is not defined sufficiently clear in cases where, for example, a Global Custodian is holding a security with several sub-custodians which are offering different options and/or different deadlines. In these cases, the global custodian should be allowed to use different CORPs to correctly reflect this.



		CA309

		Distributions of ‘interest on net equity in BR

		How should the Brazilian distributions of ‘interest on net equity’ (juros sobre o capital propio) be presented in ISO 15022?  SIX outputs these as DVCA, but this has been questioned.  A client requested INTR, one of the other vendors uses CAPD.
Actions: 
1. Laura to send examples to Sonda.
2. All NMPGs to see if they can ask their Brazilian providers for the local market practice, if any, on this.
3. Remaining NMPGs are requested to provide feedback on the above proposal by the next conference call.

		Laura

		Telco September 8, 2015
Decision: Not enough feedback at this stage, put the open Item on hold.
Telco July 23, 2015:
NMPG feedback on the SMPG recommendation to use the DVCA code if the distribution is, from an investor tax perspective, treated as a “normal” dividend and If the investor receives the distribution free of tax, or with a reduced tax rate, the CAPD code should be used.
DVCA: ZA, XS
INTR: ES
The complete ZA feedback received via email:
“Some research was conducted and it was ascertained that the interest distributed as ‘interest on net equity’ (IoNE) on hybrid instrument is actually profit. The distribution is normally sanctioned at a general meeting and in terms of Brazilian commercial law, shareholders of Brazilian entities are entitled to receive a minimum dividend, i.e. it is mandatory for a company to pay a minimum dividend. The payments made as IoNE can be seen as part of this minimum mandatory dividend however IoNE distributions can only be made if the company has made a profit.
Therefore as distributions are being made from profits the distributions is actually a dividend and therefore event code DVCA. It should be noted that “commercially” the distribution is a dividend however from a corporate tax perspective it is tax deductible (expense) and therefore treated as “interest”, subject to compliance with certain requirements. The interest distributed is not earned on capital.”



		CA316

		MPs specific for Issuer announcements ? 

		With the move towards having issuers start the CA communication flow, discuss how to deal with some potential consequences:
- What happens when the issuer changes the event/options after the CSD has announced it
- Can the options be changed (replaced and/or removed) in a notification at any stage? And if not, what to do if an issuer first announced an EXRI event with 001/EXER, 002/OVER and 003/LAPS, and then removes the overelection option and changes the LAPS option to 002? Can we get the issuer (or the CSD) to keep the option, but state that it is cancelled ?
- What if the issuer CSD makes an incorrect interpretation of the event at the same time it assigns a COAF?
Actions:
1. Bernard, Christine and Jacques to summarise the proposals/decisions and feedback and provide this in time for the Helsinki meeting.

		Christine

		Telco March 22, 2016:
No new comments received from NMPGs.
Telco January 26, 2016
Input from XS: OK with issues 1 and 3. Regarding the decision on issue 2 to reuse option numbers starting with 9 for account servicers, Jacques can you please remind me why this solution was not implemented in the past? I personally don't think my system can handle it.
ZA Feedback 
Issue 1: ZA agrees
Issue 2a: Issuers do not necessarily provide/announce option numbers. The option numbers are provided by the CSD. ZA agrees with the usage of option status (OSTA)
Issue 2b: The numbering change could be a huge code change and ZA would thus propose using option features for account servicer options (OPTF//ASVO)
Issue 3: The simple changing of CAEV will not necessarily change fields further down in the message. Thus ZA suggests that the event must be withdrawn and replaced with the correct CAEV. 
ISITC Feedback:
Issue 1: Likely impossible to cancel and re-issue a COAF for the CSD.
Issue 2: In favor of using “Inactive” or “cancelled” option feature. No 9xx option numbering.
Issue 3: Agree with the proposal only if the event cannot be withdrawn by the issuer/Issuer Agent.
FR feedback
Issue 1: Agree
Issue 2: Use rather CANC option feature. No 9xx option numbering.
Issue 3: Need more information to take a decision. It is not clear who is providing the CAEV code since it cannot be the issuer.
Decision: Item to be finalized in Helsinki.
Telco December 8, 2015
NMPGs Feedback: 
DE:
In Germany, the options are not set by the issuer to that detail. The Option codes and option numbers are not provided by the issuer and hence generated by all market participants independently according to their internal systems. Hence, this is not really applicable to the German market and lead to a lot of discussions in the group.
UK & IE feedback
Issue 1: OK
Issue 2a: OK
Issue 2b: use the service provider code: OPTF//ASVO
Issue 3: we recommend a CANCEL & REPLACE approach
FR:
Issue 1: OK
Issue 2a: Prefer using CANC
Issue 3: Not sure about the flow
FI:
Issue 3: Agree to continue with the same COAF.
CH:
No feedback yet. 
Issue 3: CH suggests to use the terms “a different CAEV” instead of “the correct CAEV”.
ISITC:
Issue 1: Likely impossible to cancel and re-issue a COAF for the CSD.
Telco November 10, 2015
NMPGs Feedback: SE NMPG agrees with decision for Issue 1 and 3. No other feedback at this stage.
Singapore - October 7 - 9, 2015
Christine outlines the different issues:
Issue 1: What happens when the issuer (or the CSD as official source of the COAF) changes the event after the CSD has announced it?
Decision: The three key elements are applicable also for the COAF, not only the CORP. In this example, and provided the change relates to one or more the three key elements (CAEV, CAMV, ISIN), the CSD should announce a new COAF. The first event is regarded as withdrawn.
Issue 2: Can the options be changed (replaced and/or removed)?
• The issuers must not replace any options; they are to adhere to the rules that have been defined by the SMPG regarding the option numbering (section 3.11.11);
• All official options have to be passed on stating the correct option number throughout the chain. E.g. there are 001/EXER and 002/LAPS issuer options. 003/SLLE is an account servicer option. Then the issuer announces 003/OVER. What to do?
Decision: 
a. CSDs are not to allow issuers/issuer agents to change the order/number/code of options, but instead use the OSTA//INTV (Inactive) or CANC (Cancelled) indicator codes (easier said than done)
b.  Propose to resurrect the old market practice proposal to assign account servicer options option numbers starting with 9, e.g. 9nn, to prevent conflict between issuer and account servicer option numbers
Issue 3: What if the issuer CSD makes an incorrect interpretation of the event at the same time it assigns a COAF? Can intermediaries use the same COAF but with the correct CAEV?
Decision: The least bad solution was agreed to use the correct CAEV code but still include the same COAF. This will assist in reconciliation between different information sources.



		CA321

		Create a more robust MP on narrative update information and update date.

		Follow up of SR2016 CR978
Action: Remaining NMPG’s to provide their option of choice and comments/feedback on the proposal.  

		GMP1 SG

		Telco March 22, 2016: 
Feedback provided by FI and CH (see minutes To be concluded in Helsinki. 
Telco February 16, 2016
Item is postponed to next call due to lack of time.
Written comments submitted prior to the meeting:
UK&IE Comments: Option 2 is the safest.
KR Comments: Option 2 (Keep the history of change info) is preferred.
APAC CA WG Comments: The group commented that there isn’t a point in defining a MP for this as sub-custodians have a variety of clients and they have different needs – some may want the history of change, some may only want latest change information. Being a narrative field, it will stop STP anyway so we should leave it undefined to allow users to define it themselves. 
Telco January 26, 2016
Item is postponed to next call due to lack of time.
Written input received:
Input from XS: I am in favour of option 2, Bernard, do you agree?
ZA Feedback: ZA agrees with Germany, do not define a MP for update information. 
FR feedback: No MP is preferred
Telco December 8, 2015
DE feedback:
Germany opposes the implementation of a general MP. It should be up to the contracting parties to agree on how updates have to be formatted. Since Free Text is always inputted manually be the providers, it can easily be forgotten not to adhere to the MP. This would have negative impact on clients who rely on the MP. 
We therefore vote for option 3.
UK & IE feedback
we recommend option 2 as the safest
KR feedback
Option 2 preferred
Item is postponed to next call due to lack of time.
Telco November 10, 2015
ISITC is in favour of option 3 (NO MP) 
No other feedback at this stage.
Singapore - October 7 - 9, 2015
In summary, we have the 3 following options for what can be done:
1. Keep last change info only:
Provide a summarized description of the changes (as described above), but only keep the latest update date and summarized description in the free text field of the message. The messages then would always look like the January 2 example outlined above. This would comply with the current ISO 20022 Standards which does not repeat the “UpdateDescription” element in a  narrative.
2. Keep the history of change info:
Provide a history of all summarized descriptions of all the updates, as outlined in the example above.  This would require a change to ISO 20022 Standards to enable the repetition of the “UpdateDescription” element.
The argument for supporting options 1 & 2 above is mainly that it helps the operator in a long narrative to quickly identify what has changed in the text.
3. Do not define a MP for update information
The argument for some in the group is that this would not bring any STP improvement anyway since the narrative must be read anyway and therefore it is not worth having such a complex MP.



		

		

		Thursday April 21 AM

		

		



		CA328

		“Function of the message” for the first MT564 CAPA message 

		GMP1 section 4.3.5 states that:The first movement preliminary advice (CAPA) MX message or the first CAPA pre-advising  a reversal or the first CAPA following a cancellation of a CAPA should be a NEWM type. 
What is the “Function of the message” for the first MT564 CAPA message sent?

		Delphine

		Telco March 22, 2016:
Skipped due to lack of time and Delphine has already left.



		CA329

		How to fill in Narrative Fields between 564 and 568
(GMP1 Section 3.15 MP and 3.7.3 are unclear) 

		It is not clear whether the MP is to first fill in the MT564 narrative (only one instance of narrative) untill it reaches its size limit and then continue in the MT568 or if the whole narrative must be directly filled in the MT 568.
Action: To schedule for Helsinki.

		Bernard/Mari/Matthew

		Telco February 16, 2016:
Decision: Raise the item for Helsinki meeting.



		CA330

		GMP1 section 5.4.1MP on 17B::WTHD and CHAN different with ISITC ?
Allowed combinations of WTHD (Withdrawal Allowed) and CHAN (Change Allowed) Flag  not clear.

		There also seems to be diferent interpretations of this 5.4.1 MP by ISITC. ISITC states that the :17B::WTHD flag set as Y indicates that you can reinstruct if you wish, you just don’t have to, and the :17B::CHAN flag as Y means you must reinstruct. 
You couldn’t have both WTHD and CHAN as Y on one option as well.Are the following combinations valid or invalid?
1. :17B::WTHD//Y + :17B::CHAN//Y
2. :17B::WTHD//Y + :17B::CHAN//N
3. :17B::WTHD//N + :17B::CHAN//Y
4. :17B::WTHD//N+ :17B::CHAN//N
Action: To schedule for Helsinki.

		Jacques

		Telco February 16, 2016:
Decision: No MP on the possibility to combine them. The definitions are not very clear. Action to the Helsinki meeting: Review the MP and definitions.



		CA334

		Usage of the new 92H format Option for GRSS and NETT

		There are two Rate Status Codes that can be used with 92H:
In option H, Rate Status must contain one of the following codes (Error code(s): K92):
ACTU Actual Rate Rate is actual.
INDI Indicative Rate Rate is indicative.
The question is, when the rate is confirmed, after initially having been output as ‘indicative’ using Format Option H,  should the confirmed rate be output using 92H with the Status Code ‘ACTU’?  Or should it simply be output using 92F, with no Status Code?

		Laura/Peter

		Telco March 22, 2016:
When the dividend rate is confirmed, after initially having been output as ‘indicative’ using Format Option H, should the confirmed rate be output using 92H with the Status Code ‘ACTU’?  Or should it simply be output using 92F, with no Status Code?
This could potentially cause issues for the vendors with their clients if one vendor goes from 92H with INDI to 92F and another goes from 92H with INDI to 92H with ACTU.
Decision: If INDI is used in :92H::, the final dividend can be announced either as 92H ACTU or just with 92F. If a rate status (INDI) is not needed, always use 92F.



		12:00

		WG Co-Chairs election Introduction

		

		Karla Mc Kenna

		



		

		

		Thursday April 21 PM

		

		



		CA336

		Liquidation

		We don't see how to indicate in a MT564 the fact that the event is a full liquidation or only a partial liquidation.
For our clients, the only possibility is to check the quantity of shares debited from the account in order to identify if it is a full liquidation (total position debited) or only a partial one (only a part of the position is indicated in the secmove).
This is possible with a MT566 but not necessarily clearly indicated (optional) - or possible to indicate - in a MT564.

		Jean-Pierre

		 



		CA322

		Create new MINO Format Option in cash amount.

		Follow up of SR2016 CR977
Action: NMPG Feedback on proposal

		Mari

		Telco March 22, 2016:
Mari explained the background. Bernard commented that this has also occurred in Australia, but the number of events seems quite limited. A CR is likely needed, but is the business case sufficient for a new format option?
Decision: Discuss at the Helsinki meeting if more markets are affected, and if the CR will be written by the UK&IE NMPG or the SMPG.
Telco February 16, 2016
Item is postponed to next call due to lack of time.
Telco January 26, 2016 
Input From UK: International Public Partnership Offer November 2015 (ISIN GB00B188SR50) and Bluefield Solar Income Fund November 2015 (ISIN GG00BB0RDB98) and Custodian Reit Offer November 2015 (ISIN GB00BJFLFT45) - see minutes.
Telco December 8, 2015
UK& IE are collecting the samples and should be able to send them over later on this month.
Item is postponed to next call due to lack of time.
Telco November 10, 2015
The UK will address this issue at their next NMPG meeting.
Singapore - October 7 - 9, 2015
The SMPG is requested to look at a potential new Format Option for MINO as UK argued (when discussing the CA299 open item early 2015) that MINO might be provided in cash amount instead.
The following example was provided by Bernard when the CR was discussed at the SMPG early 2015 (see minutes document). Since the UK representative is not present, the item is postponed to next conf call.



		CA323

		Amend name and definition of PCAL.

		Follow up of SR2016 CR974
SMPG to Take into consideration PRED, DRAW, Pro-rata and re submit the CR proposing the amendment of PCAL definition. Clarify the fact if there is a sec move or not.
Actions:
1. All NMPGs to provide feedback if they agree with the description as a basis for the discussions for a change of the PCAL/PRED/DRAW definitions. 
2. Bernard and Mike to discuss off-line the issue on DRAW definition and revert at the Helsinki meeting.

		Bernard

		Telco March 22, 2016:
Bernard questioned the comment from the UK&IE NMPG about bonds only defs. Bonds are not mentioned in the definitions of PCAL and PRED. The existing definition of DRAW does mention bonds. It is propose to eventually make the definitions more generic in order to enable them for funds. 
However this is rejected as a global MP on the use of CAEV codes for funds may be needed (btw, an input on this is still pending from the IF WG).
CH input: Do not agree with new definition of DRAW as a face amount reduction is not always the case. 
Open item to be finalized at the Helsinki meeting.
Telco February 16, 2016
Item is postponed to next call due to lack of time.
UK&IE Comments: We disagree with the proposal as it seems we restricting the definition to bonds only instead to keep it open to all instruments. What about funds? If we restrict the definition of PCAL and PRED to bonds, we need to recommend which events are to be used for funds.
Telco January 26, 2016
Item is postponed to next call due to lack of time.
Input from SE: The WG had no comments to provide and hence agreed with the description.
Input from XS: I am ok with the scenarios but we should add the specific qualifiers of each case, e.g. for PCAL pro-rata we decided to report OPTF//PROR
ZA Feedback: ZA agrees
FR feedback: Agree with new definitions
Telco December 8, 2015
DE 
The documentation is complete from our perspective. 
UK & IE feedback
We are collecting the feedback
KR feedback
PCAL not relevant in KR
Item is postponed to next call due to lack of time.



		CA324

		Usage of NSIS and NEIS for SOFF, DVSE and BONU

		Follow up of SR2016 CR975
Action: Remaining NMPGs to provide feedback.

		Christine

		Telco March 22, 2016:
CH input: For SOFF New issuance can be either.
Decision: Christine to remove the last column in the table since it does not differentiate the events, and explain this again at the Helsinki meeting.
Telco February 16, 2016
Item is postponed to next call due to lack of time.
Written comments submitted prior to the meeting:
DE Comments: We don't see the benefit of using the indicator in these cases. 
We also don't see it as very clear, what's a new issue? If the new company's shares have been registered in the companies register 4 weeks ago, are they still new? What if they have been registered half a year ago...?
UK&IE Comments: The table is not very clear to us.
Telco January 26, 2016
Item is postponed to next call due to lack of time.
Written input received:
ZA Feedback: ZA also fails to see the benefit based on the above table. 
Input from XS: Wasn't there a taxation reason to be able to clearly distinguish the 2?
Input from SE: Please see Swedish comments in bold in table below (see minutes)
DE Feedback: As above, we'll hopefully discuss on Thursday. 
I agree with Christine's comment in that I also don't see the benefit of the indicator in these cases.
FR feedback:  NSIS / NEIS is used on spin-off events for FTT process.



		CA331

		Question on usage of :90J::OFFR ? Business Case

		 

		Jacques

		 



		3:45 PM

		SWIFT Best Practice Validation Capability

		Presentation

		Jonathan Ehrenfeld (SWIFT)

		



		CA333

		Redemption of notes on Mizuho scenario 

		In such situation, EB reports OFFR using format B to be able to report the currency (and not the PRCT format A). 
The question is, should the price be expressed in denomination ccy or in payment ccy?
(see input in minutes of Feb. 16 call).

		Delphine

		Telco March 22, 2016:
Skipped due to lack of time and Delphine has already left.



		CA335

		Cash Currency Options

		What is the SMPG guideline for announcement of the rate of each cash option in a currency option event?  For example, investors can take cash in USD and GBP, and the initial rate announced is USD0.10.  When the GBP rate is known, does the SMPG recommend announcing the GBP rate in Seq. E?
According to the SMPG CA Event Templates, it shows that in the event where there are currency options, we recommend using the base currency dividend rate + exchange rate info and not use the alternate CCY rate provided. However, the group feedback was that this is not usually the case in their markets, it makes more sense from the practical, service and system perspective to use the alternate CCY rate that is provided instead of the base rate. From an ops perspective, they calculate using the actual rate provided rather than having to calculate the rate, and then using the calculated rate to calculate the entitlement.  

		Magdalene (for APAC CA WG)

		Telco March 22, 2016:
Skipped due to lack of time.



		

		

		Friday April 22 AM

		

		



		

		CA Flows for Intraday liquidity Reporting

		Validation of LITF Basel 3 (BCBS 248) CA message Flows 

		Jacques

		



		CA325

		BMET vs. CONS 

		How do we correctly announce an event that involves both, a physical meeting of the bondholders and a consent payment?
Action: No

		Alexander

		Telco December 8, 2015
Item is postponed to next call due to lack of time.
Telco November 10, 2015
Christine asked the question to ISS and Broadridge:
Following answers have been received:
ISS:
Reporting is provided to the Custodian or CSD for each event to provide a breakdown of voting for each client and for which deadline (i.e. if there is a higher incentive fee for an early deadline) for exactly this reason. Fees are not paid to us but directly to the Custodian or CSD.
The issue will be more around how comfortable each Custodian or CSD is with outsourcing the process in the first place. Some will be fine with this whereas others may wish to retain processing within their Corporate Actions teams for risk and liability reasons. So a variance in how BMET events are treated.
Broadridge (Received post meeting)
Our clients want to process the consents and need the event labeled as a CONS (v. BMET).  Is there a way to establish a standard so that the event where some form of consent payment is coded as a CONS?  That would allow ISS to identify and process for their clients and have the events routed per our client workflows.
Singapore - October 7 - 9, 2015
The proposal would be that CONS should be used, if there is a consent fee (to reduce the risk that the client misses the potential fee that they can collect).
If BMET is being used, the MT564 messages could, if the client has appointed a proxy service provider, be sent to this proxy provider (e.g. Broadridge, ISS). However, the MT566 for the Consent payment should still be sent to the account holder (who has never received an MT564).
But if CONS would be used by the agent bank and ISS/Broadridge are receiving the information from another source, the client would potentially be able to vote through both, the agent bank (processing the CONS event) and through the proxy service provider (processing the meeting event that they have received from another source) (Side note: Broadridge and ISS are informed about the holdings of the client by a daily statement of holdings that is mandatory to be sent to them, when subscribing to their service, so they don’t need the MT564 from the agent bank).
A question that has been raised during the discussion is, if Broadridge and ISS can instruct directly to the issuer/agent or if they have to send the instruction to the subcustodian. It is important to ensure that no duplicate instructions are sent and that the subcustodian can correctly process the incoming consent payment.



		CA326

		Usage of PROR (Pro-Ration rate)

		What is the normal usage of PROR in the other markets ? Reduction rate or Not ?
Action: Remaining NMPGs to provide feedback at next call.

		Jean-Pierre

		Telco March 22, 2016:
CH and LU feedback: Agree with the proposal from UK&IE for a new definition.
It is therefore proposed to create a CR for SR2017 to change the definition of PROR to make it clear that it is equal to the percentage of securities accepted (i.e. opposite of reduction rate).
Final decision to be made at the Helsinki meeting.
Telco February 16, 2016
Item is postponed to next call due to lack of time.
Written comments submitted prior to the meeting:
UK&IE Comments: The safest option seems to be a change of definition of PROR to clearly state it refers to the % of securities accepted.
Telco January 26, 2016
Item is postponed to next call due to lack of time.
Written input received:
Input from SE: The WG could not provide feedback since no pro-ration rate per event is provided in the Swedish market.
Input from XS: I agree with Daniel, Bernard, do you agree? 
ZA Feedback: ZA agrees with Germany in that the pro-ration rate will be applied to the actual number of shares, i.e. 45 shares of the 100 shares will be tendered as stated in the example. 
FR feedback: Agree with change of defs.
Telco December 8, 2015
Item is postponed to next call due to lack of time.
DE Input
To clarify, if I I understood correctly. If an instruction for 100 has been sent, and the pro rata rate is 45%, then the question is if 45 shares have been accepted for the offer or 55 shares (reduction rate). 
I have, unfortunately, not been able to adress this question during the last NMPG meeting. 
However, to the best of my knowledge, in Germany the pro-rata-rate is the rate to be applied to the number (i.e. not a reduction rate), which would mean that, in the above example, 45 shares would be tendered.
Telco November 10, 2015
For the BIDS (Offers) events, it is not fully clear as per the rate definition whether the pro-ration rate is rather a “reduction rate” (i.e. percentage to subtract from a number) or percentage to directly apply on a number. As in France the issuer always announces the “reduction rate”, EOC would like to use PROR as a reduction rate instead of transforming it and potentially have issues with the resulting decimal number.



		CA315

		Extending CA MPs to ISO 20022

		How to extend our MPs to ISO 20022 CA MX messages ?
Action: Jacques to create a couple of examples of the above and send it to the CA-WG.

		Christine

		Telco November 10, 2015
No input yet at this stage.
Singapore - October 7 - 9, 2015
Christine provided the background to this request from the SWIFT board (and community).
The CA-WG believes the existing document should generally be sufficient, since the market practice principles are “standards neutral”. Also, the US market has been able to implement MX messages using the existing ISITC market practice, and they are continuing to use the existing market practices.
However, we interpret the request to make the GMP documents more standards-neutral and to also provide examples of ISO 20022 messages (or parts of messages), as is done for ISO 15022.
Decision: As a “proof of concept” or “feasibility study”, a few examples of how a completely standards-neutral GMP document and/or a GMP document with illustrations in both ISO 15022 and ISO 20022 would look like, will be created. 
Once we have found an optimal solution how to amend the existing market practice, Christine will revert to the SWIFT board.



		

		Status of SMPG CR for SR2017 (CA300,…)

		

		

		



		

		Tax Subgroup status report

		

		Jyi-Chen / Berrnard

		



		

		ISSA CA WG News

		

		Jyi-Chen

		



		

		Country Report

		

		ALL NMPGs

		



		

		AOB

		

		

		







Inputs and Consolidated feedback



CA337	TXAP//TXBL deletion in SR2016 (CR0983)

Jacques

MT 564 Field Specifications

68. Field 22a: Indicator

FORMAT
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[bookmark: c9]CODES

If Qualifier is TXAP, Data Source Scheme must be used, for example, IRSX in the United States. The lists of Issuer/Offeror Taxability codes to be used in Indicator are provided in the document titled "TXAP Taxability Codes" that is available on the SMPG website at www.smpg.info. 



SWIFT confirms that :22F::TXAP//TXBL will be still go through FIN without reject.



CA298	Capital Gain - cash distribution components



		NMPG

		Summary of Feedback/Comments



		DE

		CAPG N/A



		SE

		CAPG N/A



		UK&IE

		CAPG N/A



		XS

		CAPG N/A



		ZA

		CAPG N/A









ISITC

The US market supports both event types CAPD and CAPG. The wording in the ISITC market practice document is being updated to the following..... 

The US market supports both Return of Capital events (Event Code CAPD) and Capital Gains Distribution events (Event Code CAPG). There are scenarios where multiple payments are distributed within a single event. In this case, the multiple payments are announced as one event (i.e., short term capital gain, long term capital gain, etc.). When a dividend is announced with a capital gains distribution, the dividend is considered a separate event. 

In either case, CAPD or CAPG, there can be multiple cash distributions or components paying out (i.e., short term. long term).  The SMPG market practice states the following which is different from the US market.





Global MP replacing 9.20

There are scenarios where multiple payments are distributed within a single event. In this case, the multiple payments are announced as one event (for example, a capital gain distribution with both short term and long term capital gains). When a dividend is announced with a capital gain distribution, the dividend is considered a separate event. 



Proposal for another MP:

In CAPD do not use LTCG and STCG rate type codes.

[image: cid:_1_070A43E0070A29F4003D39CF85257F94]



RU Input

RU NMPG - Currently we use CAPG for investment funds



CA308	Question on Multi listed securities

RU Input

RU NMPG - in russian market CSD started to assign COAF, but it is not widely used.

Clients may indicate CORP in their instructions and CORP reference is mandatory according CSD rules.

For XS securities  large depositories may have accounts opened at Euroclear and Clearstream and their clients may have their securities at both places of safekeeping simultaneously.

So two CORP references may be used for the same COAF.

Different practice currently exist in the market global custodian assign one CORP even if they receive two different CORP from ICSD.

Some russian depositories assign different CORP by place of safekeeping (ICSD) as they have a segregated accounting and one client may have two separate accounts (for securities held at different ICSD). In such case one COAF may correspond to two CORP for the same corporate action.



CA309	Distributions of ‘interest on net equity in BR



CA316	MPs specific for Issuer announcements ? 

Christine input:

Issue 1:

What happens when the issuer (or the CSD as official source of the COAF) changes the event after the CSD has announced it?

Decision in Singapore:

The three key elements are applicable also for the COAF, not only the CORP. In this example, and provided the change relates to one or more the three key elements (CAEV, CAMV, ISIN), the CSD should announce a new COAF. The first event is regarded as withdrawn.

NMPG input received:

XS: OK

DE: OK

ZA: OK

US: Likely impossible to cancel and re-issue a COAF for the CSD.

FR: OK

UK&IE: OK

FI: No feedback yetOK

CH: OK No feedback yet

LU: OK

SE: OK

JP: OK

RU: OK

Summary by Christine:

Though several NMPGs have not yet provided input, the majority of respondents support the decision made in Singapore.



Issue 2 a:

Can the options be changed (replaced and/or removed)? The issuers must not replace any options; they are to adhere to the rules that have been defined by the SMPG regarding the option numbering (section 3.11.11).

Decision in Singapore:

CSDs are not to allow issuers/issuer agents to change the order/number/code of options, but instead use the OSTA//INTV (Inactive) or CANC (Cancelled) indicator codes (easier said than done).

NMPG input received:

XS: No feedbackOK

ZA: Issuers do not necessarily provide/announce option numbers. The option numbers are provided by the CSD. ZA agrees with the usage of option status (OSTA)

US: In favor of using “Inactive” or “cancelled” option feature.

FR: Use rather CANC option feature. - OK

UK&IE: OK

FI: OK No feedback yet

LU: OK

CH: No feedback yetOK

SE: OK

JP: Issuers do not provide option numbers, hence no comment.OK

DK: Not changing the options - OK

DE: OK with principle

NO: OK

RU: OK

Summary by Christine:

Though several NMPGs have not yet provided input, the respondents lean towards supporting the decision made in Singapore.







Issue 2 b:

Can the options be changed (replaced and/or removed)? All official options have to be passed on stating the correct option number throughout the chain. E.g. there are 001/EXER and 002/LAPS issuer options. 003/SLLE is an account servicer option. Then the issuer announces 003/OVER. What to do?

Decision in Singapore:

Propose to resurrect the old market practice proposal to assign account servicer options option numbers starting with 9, e.g. 9nn, to prevent conflict between issuer and account servicer option numbers.

NMPG input received:

XS: Regarding the decision on issue 2 to reuse option numbers starting with 9 for account servicers, Jacques can you please remind me why this solution was not implemented in the past? I personally don't think my system can handle it.

ZA: The numbering change could be a huge code change and ZA would thus propose using option features for account servicer options (OPTF//ASVO)

US: No 9xx option numbering.

FR: No 9xx option numbering.

UK&IE: Use the service provider code: OPTF//ASVO

FI: No feedback yet

CH: No feedback yet

SE: OK

JP: Issuers do not provide option numbers, hence no comment.

RU: No feedback yet

LU: OK



Summary by Christine:

Though several NMPGs have not yet provided input, few respondents support the decision made in Singapore and it will likely be rejected. Please note however that no one has proposed an alternative solution (e.g. ASVO does not mean you can have two options with the same number), but perhaps there is no acceptable solution?


Issue 3:

What if the issuer CSD makes an incorrect interpretation of the event at the same time it assigns a COAF? Can intermediaries use the same COAF but with the correct CAEV?

Decision in Singapore:

The least bad solution was agreed to use the correct CAEV code but still include the same COAF. This will assist in reconciliation between different information sources.



NMPG input received:

XS: OK

ZA: The simple changing of CAEV will not necessarily change fields further down in the message. Thus ZA suggests that the event must be withdrawn and replaced with the correct CAEV.

US: Agree with the proposal only if the event cannot be withdrawn by the issuer/Issuer Agent.

FR: Need more information to take a decision. It is not clear who is providing the CAEV code since it cannot be the issuer.

UK&IE: we recommend a CANCEL & REPLACE approach

FI: Agree to continue with the same COAF.

CH: No feedback yet, but CH suggests to use the terms “a different CAEV” instead of “the correct CAEV”.OK 

SE: OK

JP: we recommend a CANCEL & REPLACE approach

RU: OK

IT: OK

DE: OK



Summary by Christine:

Though several NMPGs have not yet provided input, the majority of respondents support the decision made in Singapore. The question/issue – and hence the decision – is valid only if the issuer CSD (or the issuer/issuer agent) does not cancel and replace the event.



Consolidated Feedback

		NMPG

		Summary of Feedback/Comments



		APAC

		



		BE

		



		CH

		No feedback yet. 
Issue 3: CH suggests to use the terms “a different CAEV” instead of “the correct CAEV”.



		DE

		In Germany, the options are not set by the issuer to that detail. The Option codes and option numbers are not provided by the issuer and hence generated by all market participants independently according to their internal systems. Hence, this is not really applicable to the German market and lead to a lot of discussions in the group.



		ES

		



		FI

		Issue 3: Agree to continue with the same COAF.



		FR

		Issue 1: Agree
Issue 2: Use rather CANC option feature. No 9xx option numbering.
Issue 3: Need more information to take a decision. It is not clear who is providing the CAEV code since it cannot be the issuer.



		ISITC

		Issue 1: Likely impossible to cancel and re-issue a COAF for the CSD.
Issue 2: In favor of using “Inactive” or “cancelled” option feature. No 9xx option numbering.
Issue 3: Agree with the proposal only if the event cannot be withdrawn by the issuer/Issuer Agent.



		KR

		



		LU

		



		MDPUG

		



		NO

		



		RU 

		Issue 1: Agree
Issue 2a: OK
Issue 3: Agree with proposal



		SE

		SE NMPG agrees with decision for Issue 1 and 3. No other feedback at this stage.



		UK&IE

		Issue 1: OK
Issue 2a: OK
Issue 2b: use the service provider code: OPTF//ASVO
Issue 3: we recommend a CANCEL & REPLACE approach



		XS

		OK with issues 1 and 3. Regarding the decision on issue 2 to reuse option numbers starting with 9 for account servicers, Jacques can you please remind me why this solution was not implemented in the past? I personally don't think my system can handle it.



		ZA

		Issue 1: ZA agrees
Issue 2a: Issuers do not necessarily provide/announce option numbers. The option numbers are provided by the CSD. ZA agrees with the usage of option status (OSTA)
Issue 2b: The numbering change could be a huge code change and ZA would thus propose using option features for account servicer options (OPTF//ASVO)
Issue 3: The simple changing of CAEV will not necessarily change fields further down in the message. Thus ZA suggests that the event must be withdrawn and replaced with the correct CAEV. 







CA321	Create a more robust MP on narrative update information and update date.





Consolidated Feedback

		NMPG

		Summary of Feedback/Comments



		APAC

		No MP needed



		BE

		



		CH

		Agree option 2



		DE

		No MP needed



		ES

		



		FI

		No MP needed



		FR

		No MP needed



		ISITC

		No MP needed



		KR

		Agree option 2



		LU

		Agree option 2



		MDPUG

		



		NO

		



		RU 

		Do not define a MP for update information. As it does not help STP and it is always to be read in all cases



		SE

		



		UK&IE

		Agree with option 2



		XS

		Agree with option 2



		ZA

		No MP needed







CA328	“Function of the message” for the first MT564 CAPA message

Input from Jacques:







In 4.3.5

For ISO 15022, all movement preliminary advice messages (MT564 + :22F::ADDB//CAPA) will have the Function of the Message (:23G::) with value REPE except when :25D::PROC//ENTL is present, value will be NEWM (for late announcements cases only – see section 3.2.6)





CA329	How to fill in Narrative Fields between 564 and 568 - (GMP1 Section 3.15 MP and 3.7.3 are unclear) 

See GMP1 next doc for changes



CA330	GMP1 section 5.4.1MP on 17B::WTHD and CHAN different with ISITC ? Allowed combinations of WTHD (Withdrawal Allowed) and CHAN (Change Allowed) Flag  not clear.



ISITC

Regarding this item for the Helsinki meeting, Paul and I have reviewed it and he will speak to the ISITC position. 

The ISITC Corp Actions Market Practice Document only references the use of the Change Flag. Here is a copy from the document 

[image: cid:_1_124F1C08124F6970005CFFA585257F8B]

ISITC is stating the usage of when a change of instruction is allowed; CHAN/Y. It refers to the scenario when instructions are irrevocable, which would infer that withdrawal of instruction is not allowed; WTHD/N. There are offers where your participation can not be withdrawn, but you can change the option you are electing. This would support the usage of 
   :17B::WTHD//N + :17B::CHAN//Y 
The ISITC document does not go in to detail on the different combinations of WTHD ad CHAN. 

The SMPG GMP Part 1 market practice document has the following statement. 

[image: cid:_1_124FCE4C124FC9F4005CFFA585257F8B]

I can see how there is confusion with the SMPG statement on WTHD and the ISITC statement. Similar to the ISITC document, SMPG does not go into detail on the different combinations of using WTHD and CHAN. 

I would recommend that the conversation in Helsinki go through the different scenarios and then would perhaps lead to updates in both the ISITC and SMPG documents to provide more clarity.



Input from Jacques

There may be a difference in the semantic of CHAN//Y between the SMPG and ISITC since the SMPG always assume that you cancel your current instruction before changing it whilst ISITC says that “withdrawal of participation in the offer is not allowed” which seems to be translated in the US by some (as in the case raised by Robin in CA330)  as “you cannot cancel your current instruction”, but that is maybe not what the ISITC MP want to infer ?

 

Looking at the different combinations:

1. :17B::WTHD//Y + :17B::CHAN//Y –> Should never be allowed as per the SMPG MP

1. :17B::WTHD//Y + :17B::CHAN//N -> Same as having WITH//Y alone

1. :17B::WTHD//N + :17B::CHAN//Y - > Same as having CHAN//Y alone

1. :17B::WTHD//N+ :17B::CHAN//N -> means you cannot cancel nor change (should be the default meaning when both not present)



To clarify the above, we could eventually decide in Helsinki to either:

3. clarify the SMPG MP 

3. a + amend the Standards definitions of CHAN and WTHD flags to clarify

3. a + change the standards by introducing an exclusive “or” between WTHD and CHAN 



CA334	Usage of the new 92H format Option for GRSS and NETT

Shall we do an MP with the decision taken at the March Telco?

CA336	Liquidation



CA322	Create new MINO Format Option in cash amount







CA323	Amend name and definition of PCAL



		PCAL

		Partial Redemption With Reduction of Nominal Valuewithout pool factor reduction

		Securities are redeemed in part before their scheduled final maturity date.  It is done without any pool factor reduction. The redemption outturn is reflected with a face amount reduction. with reduction of the nominal value of the securities. The outstanding amount of securities will be reduced proportionally.



		PRED

		Partial Redemption Without Reduction of Nominal Valuewith pool factor reduction

		Securities are redeemed in part before their scheduled final maturity date.  The redemption outturn is reflected with a pool factor reduction.  No movement of securities occurs. without reduction of the nominal value of the securities. This is commonly done by pool factor reduction.



		DRAW

		Drawing

		Redemption Securities are redeemed in part before the scheduled final maturity date of a security. Drawing is distinct from partial call since drawn bonds are chosen by lottery and with no reduction in nominal value. It is done without any pool factor reduction. The redemption outturn is reflected with a face amount reduction. Drawing is distinct from other partial redemptions since drawn bonds are chosen by lottery.  Therefore, not every holder is affected in the same way.









		NMPG

		Summary of Feedback/Comments



		APAC

		Agree



		BE

		



		CH

		Do not agree with DRAW def.



		DE

		Existing documentation is complete from our perspective.



		ES

		



		FR

		Agree



		ISITC

		



		KR

		NA



		LU

		



		MDPUG

		



		NO

		



		RU 

		RU NMPG we do not have DRAW in the russian market.

As securities according current legislation in russian market are shown only in units (even for bonds) for partial redemptions we always use PRED with pool factors.

- We agree with new definition for PRED.



		SE

		Agree



		UK&IE

		Do not agree as it seems we restricting the definition to bonds only.



		XS

		Agree but we should add the specific qualifiers of each case, e.g. for PCAL pro-rata we decided to report OPTF//PROR



		ZA

		Agree







CA324	Usage of NSIS and NEIS for SOFF, DVSE and BONU



Proposed MP:



Re CA324, a new/simplified version of the table to differentiate between BONU, DVSE and SOFF:



		

		Issuer of distributed securities same as issuer of underlying securities?

		Dividend event?

		Capitalisation event?



		BONU

		Y

		N

		Y



		DVSE

		Y

		Y

		N



		SOFF

		N

		N

		N









		NMPG

		Summary of Feedback/Comments



		BE

		



		CH

		For SOFF New issuance can be either.



		DE

		Do not see benefit.



		ES

		



		FI

		



		FR

		NSIS/NEIS is used on spin-off events for FTT process.



		ISITC

		



		KR

		



		LU

		



		MDPUG

		



		NO

		



		RU 

		



		SE

		Agree but last column criteria not applicable to SE



		UK&IE

		Table not clear.



		XS

		Wasn't there a taxation reason to be able to clearly distinguish the 2?



		ZA

		Do not see benefit of the table







CA331	Question on usage of :90J::OFFR ? Business Case



CA333	Redemption of notes on Mizuho scenario

Example: MIZUHO SECURITIES CO LTD   XS0715481478 
Documentation: 
[image: cid:_1_17D5F93C0D7490980054B94FC1257F57]


In such situation, EB reports OFFR using format B to be able to report the currency (and not the PRCT format A). 
The question is, should the price be expressed in denomination ccy or in payment ccy?



CA335	Cash Currency Options



CA Flows for Intraday liquidity Reporting





















CA325	BMET vs. CONS



CA326	Usage of PROR (Pro-Ration rate)





PROR: Pro-Ration Rate - Proportionate allocation used forPercentage of securities accepted by the offeror/issuer.



		NMPG

		Summary of Feedback/Comments



		BE

		



		CH

		Agree with DE & UK



		DE

		Pro-rata rate is the proportion of FIs that will be accepted (opposite of reduction rate)



		ES

		



		FI

		



		FR

		



		ISITC

		



		KR

		



		LU

		Agree with DE & UK



		MDPUG

		



		NO

		



		RU 

		



		SE

		NA



		UK&IE

		Propose to change definition of PROR to clearly state it refers to the % of securities accepted.



		XS

		Agree with DE



		ZA

		Agree with DE







CA315	Extending CA MPs to ISO 20022

March  2016	Page 5	Version 2
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9.20 Cash distributions with two or more components

- The different “components” of a mandatory cash distribution, such as long-term and short-term capital gain,
should be announced into separate events.

Qualifier Decision Date Implement. Date | Update Date

2011 Nov-2012







image12.emf

CA328_MT_MX_CAP A_FLOW_Illustration_v2.docx




CA328_MT_MX_CAPA_FLOW_Illustration_v2.docx




Mandatory Event Flow with reversal of payment





1. Message Flow Option 1 – First Movement Pre-advice is a MT564 with REPE + ADDB//CAPA
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			:23G:


			:22F::ADDB//


			:25D::PROC//


			


			MX


			Function


			Other





			1
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			564


			NEWM
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			NEWM


			





			2
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			REPL


			


			


			


			CANO
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2. Message Flow Option 2 – First Movement Pre-advice is a MT564 with NEWM + PROC//ENTL + ADDB//CAPA





· This would break the MP on the 23G “function of the message”
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« CHAN/Y is used to identify when instructions are irrevocable, withdrawal of
participation in the offer is not allowed, but the account owner can change
the option they have elected.
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o If qualifier is WTHD - client can only cancel his previously sent instruction (23G: CANC) and cannot
reinstruct.

e If qualifier is CHAN — the client can cancel and send a new instruction.
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METMINCO

ASX ANNOUNCEMENT

11 April 2016

Share Purchase Plan Offer

Metminco Limited (ASX: MNC; AIM: MNC) is pleased to invite Eligible Shareholders to participate
in the Share Purchase Plan (SPP Offer) as per attached. A copy of the SPP Offer documents can
also be downloaded from the Company’s website: www.metminco.com.au.

Each Eligible Shareholder has been mailed a copy of the SPP Offer documents together with a

personalised application form.

At time of printing the SPP Offer documents, the SPP Offer Issue Price of A$0.004 (£0.0021) per
Share was subject to that price not being less than 80% of the 5 Day VWAP prior to the
announcement date of the SPP Offer. The Company is now in a position to confirm the SPP Offer

Issue Price is A$0.004 (£0.0021) per Share.

William Howe

Managing Director

For further information, please contact:

METMINCO LIMITED
Stephen Tainton / Phil Killen

NOMINATED ADVISOR AND BROKER
RFC Ambrian

Australia

Will Souter/ Nathan Forsyth

United Kingdom

Samantha Harrison / Charlie Cryer

JOINT BROKER
SP Angel Corporate Finance LLP UK)
Ewan Leggat

Office:

Office:

Office:

Office:

+61 (0) 2 9460 1856

+61 (0) 2 9250 0000

+44 (0) 20 3440 6800

+44 (0) 20 3470 0470

Page | 1







METMINCO

OFFER OF SHARES UNDER SHARE PURCHASE PLAN

11 April 2016

Dear Shareholder,

On behalf of the Board, | am pleased to advise Eligible Shareholders of the opportunity to participate in Metminco Limited’s (Metminco or the Company)
Share Purchase Plan Offer (SPP Offer) which was announced 11 April 2016. The SPP Offer provides Eligible Shareholders with the opportunity to invest up to
A$15,000 (or £7,875) in fully paid ordinary shares in the Company (New Shares) without paying brokerage, commissions or other transaction fees, subject
to the Terms and Conditions detailed in this document.

The Company is making the SPP Offer available to Shareholders at the Issue Price of A$0.004 (£0.0021 per Share) unless that price is less than 80% of the
Volume Weighted Average Price (VWAP) over the 5 trading days on the Australian Securities Exchange (ASX) preceding the date the SPP Offer is announced
on 11 April 2016 (80% of 5 Day VWAP) in which case the Issue Price will be 80% of the 5 Day VWAP per Share. The Board has determined that the SPP Offer
to Shareholders should be at an Issue Price (approximately 20% discount to market) consistent with the recently completed issue of 250,000,000 Shares
which raised approximately A$ 1 million (Placement) to the extent permitted under ASX Listing Rule 7.2 Exception 15. ASX Listing Rule 7.2 Exception 15
requires that “the issue price of the securities under an SPP Offer must be at least 80% of the volume weighted average market price for securities in that
class calculated over the last 5 days on which sales in the securities were recorded, either before the day on which the issue was announced or before the day
on which the issue was made.” Due to the lead time required to print and distribute the SPP Offer documents the Company is not able to confirm the Issue
Price at time of printing of this document but will do so on or about 11 April 2016.

The funds raised together with funds raised from the Placement are to be applied to:

= Acquisition of the Quinchia Gold Portfolio, Colombia which currently has approximately 2.8 million oz of Au and 4.8 million oz of Ag in resource
estimated in accordance with NI 43-101 (Measured, Indicated and Inferred Mineral Resource categories) (Quichia Portfolio). The Quinchia Portfolio
consists of Measured and Indicated Resources of 1.82Moz and Inferred Resources of 0.06Moz at the Miraflores project where potential near term gold
production has been assessed (mine plan recovers 504,0000z Au and 280,0000z Ag); an Inferred resource of 0.92Moz gold at the Dosquebradas deposit;
asignificant gold porphyry system at the Tesorito target, where drill hole TS-DH-02 returned an intercept of 384m @ 1.01 g/t gold, 0.9 g/t silver and
0.08% copper from surface (including 29.3m @ 1.9 g/t gold, 1.0 g/t silver and 0.12% copper; and, other prospective exploration targets.

= Complete the Feasibility Study at the Miraflores deposit including
- Optimisation of the mine plan with emphasis on increasing the annual production rate;
- Geotechnical engineering and design of the tailings storage facilities;
« Environmental Impact Statement;
« Purchase of land;
- Social Licence; and,
« Permitting
= Exploration program at the Tesorito target
= Working capital
As previously announced, Metminco has entered into a binding agreement, subject to certain conditions precedent including completion of due diligence,

to purchase from RMB Resources Ltd (RMB), Minera Seafield SAS (Minera Seafield) without incurring significant upfront acquisition costs enabling the
Company to focus on the development of the Miraflores project and drilling of the Tesorito target.

To complete the acquisition the Company is to reimburse RMB costs incurred by Minera Seafield for the period from execution of the Heads of Agreement

to settlement (estimated to be A$0.5 million) and issue RMB 400 million fully paid ordinary shares in the Company (50 million on the Heads of Agreement
becoming binding and 350 million on settlement). The remaining consideration of A$14 million is payable over a period of time with A$1 million payable
on the first anniversary of settlement; AS1 million payable on the second anniversary of settlement; A$3 million payable on the earlier of a decision to mine
at the Quinchia Portfolio and the third anniversary of settlement; A$2.0 million on the earlier of a decision to mine at the Quinchia Portfolio and the fourth
anniversary of settlement; and a maximum of A$7 million payable in royalty payments to RMB from operating cashflows subject to positive cash flows.

Metminco Limited Level 6, 122 Walker Street, North Sydney NSW 2060 email: phil.killen@metminco.com.au
ABN 43119759 349 Tel: +61 29460 1856 www.metminco.com.au
(ASX Code: MNC.AX, AIM Code: MCN.L) Fax: +612 9460 1857







METMINCO

The acquisition of the Quinchia Gold Portfolio presents an important, new, opportunity for Metminco. Through this transaction, the Company will acquire highly prospective
concessions in the Quinchia district in Colombia with existing NI 43-101 mineral resources, and significant potential to substantially increase these resources. The near term
gold production opportunity at the Miraflores project combined with the drill ready gold/copper porphyry system identified at Tesorito, makes the Quinchia Portfolio a very
attractive acquisition for Metminco.

The Quinchia Gold Portfolio diversifies the Company’s portfolio, enabling Metminco to become a near term gold producer, whilst complementing the Company’s ongoing
activities in Peru and Chile.

During 2015 the Company achieved a number of significant milestones at its wholly owned Los Calatos copper molybdenum project (Los Calatos Project) with the

release of the Mining Study on 21 September 2015 demonstrating very robust results for the Project (including an NPV at a discount rate of 8% of US$447 million and IRR
16.6% - ungeared') and completion of the surface geological works at the TD2 and TD3 exploration targets leading to the commencement of drilling at the prospective TD2
exploration target adjacent to the existing known resources at the Los Calatos Project.

Following the release of the Mining Study the Company commenced a process seeking to secure a strategic partner for the Los Calatos Project with a number of parties
working through their due diligence. Although the process is taking longer than initially anticipated, due mainly to current market conditions, but also the requirement to
secure a deal that reflects real value for Shareholders, a number of new parties entered the process early 2016. Until the Company secures an offer that secures real value for
Shareholders, there is a need to maintain the Los Calatos Project in good standing.

Against a global backdrop of robust long term copper demand, depleting copper reserves, and given both its location and environmental disposition, the Los Calatos Project
is a valuable asset which has the potential to be an important future copper producer. The Los Calatos Project has the potential to be a major copper mine either by way of
a smaller high grade development producing approximately 50,000 tonnes of copper per annum, or a larger scale development producing approximately 100,000 tonnes
of copper per annum. Further, compared to other mining projects, the Los Calatos Project has significant development advantages as it is located in an established mining
district in southern Peru, it has been designated a “Project of National Interest” by the Peruvian government, there is no competing land use, it has ready access to power

at an indicative cost of US$0.06/kWh, and it is located 160km by road (110km of which is sealed) from the port of llo at moderate elevation of approximately 2,900 metres
above sea level.

Whilst development of the Company’s Mollacas Project has been delayed due to a mining access dispute the Company is hopeful of reaching a favourable settlement in the
medium term.

The SPP Offer will open on Monday 11 April 2016 and will remain open for subscription until 8.00pm (Sydney time) on Friday 22 April 2016 or 11.00am (GMT time) on
Friday 22 April 2016. An Eligible Shareholder is a registered holder of fully paid ordinary shares in the Company (Shares) on Friday, 8 April 2016 (Record Date) who has an
address in Australia, United Kingdom or New Zealand. The Directors have advised their intention to participate in the SPP Offer.

The SPP Offer Issue Price will be A$0.004 (£0.0021) per Share unless that price is less than 80%of the 5 Day VWAP in which case the Issue Price will be 80% of the 5 Day
VWAP per Share which is consistent with the Issue Price for the recently announced Placement and at a discount of approximately 20% to the volume-weighted average
price of Shares traded on the ASX over the 5 trading days preceding the date 30 March 2016.

If applications for New Shares under the SPP Offer exceed 30% of the issued capital of the Company at the time of the SPP Offer, Metminco may, at its absolute discretion,
allocate less than the number of New Shares that have been applied for (Scale Back), and determine to apply the Scale Back to the extent and in the manner that it sees fit.

In the event that any New Shares for issue under the SPP are not subscribed for by Eligible Shareholders (SPP Shortfall Shares) the Directors may, in their sole discretion,
offer the SPP Shortfall Shares to investors including Shareholders to whom disclosure is not required to be made under section 708 of the Corporation Act as separate
placements (SPP Shortfall Placement).

All New Shares issued under the SPP Offer will rank equally with existing Shares from the date of issue, and carry the same voting rights, dividend rights and other
entitlements as existing Shares, as set out in Metminco’s constitution.

Your personalised Application Form is enclosed, and we encourage you to read it and consider carefully the Terms and Conditions of the SPP Offer that follow.
If you do not wish to participate in the SPP Offer, you do not need to take any action.
SPP enquiries should be directed to Phil Killen using the contact details below:
Telephone: +61 (0) 2 9460 1856
Email: info@metminco.com.au
Mail: Level 6, 122 Walker Street, North Sydney, NSW 2060, Australia
Thank you for your continued support.

Yours sincerely,

Timothy Read
Chairman

1 Street Consensus long term commodity prices used (circa median price beyond 2019) encompassing up to 40 Institutions:
Copper US$3.00/1b; Au US$1,250/0z; Ag USS19/0z; Mo USS11.16/1b; Re USS5,773/kg (Re price from MNC).
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt about the contents of this document, or the action you should take, you should consult your financial or other professional adviser without delay who
specialises in advising on the acquisition of shares and other securities before taking any action.

The market price of Shares in the Company may rise or fall between the date of this document and the date the New Shares are issued to you. This means that up to, or after,
the date on which the New Shares are issued to you, you may be able to buy Shares in the Company in the market at a lower price than the price offered to you under this
SPP Offer. The Company and its Board do not offer any recommendation or advice regarding participation in the SPP Offer.

Owning shares in an exploration mining company such as Metminco is a speculative form of investment and the future price of shares can rise or fall depending on, amongst
other things, exploration success and fluctuations on the stock market generally.

Application will be made for the New Shares in Metminco Limited to be quoted on the ASX and to be admitted for trading on the AIM market of the London Stock Exchange
plc (LSE).

No action has been taken to permit the offer of New Shares under this document in any jurisdiction other than Australia, United Kingdom or New Zealand.

This document does not constitute an offer to sell, or solicitation of an offer to buy, shares in any jurisdiction in which such offer or solicitation is unlawful. The distribution
of this document in jurisdictions outside Australia, United Kingdom or New Zealand may be restricted by law and therefore persons into whose possession this document
comes should seek advice on and observe any such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws of any other
jurisdiction.

The New Shares have not been, and will not be, registered under applicable securities laws of any other country including the United States and they may not, subject to
certain exceptions, be offered or sold directly or indirectly within any of these countries or to, or for the account or benefit of any national, citizen or resident of these other
countries.

The Offer described in this document is only being made in the United Kingdom to persons who are of a kind described in Article 43(2) (members and creditors of certain
bodies corporate) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended, as at 5.00pm (GMT) on 25 November 2014,

The total consideration for the SPP Offer to DI Holders or Eligible Shareholders with a registered address in the United Kingdom shall not exceed €4,872,731" (being
€5,000,000 less funds raised by the Company from the May 2015 Rights Offer to Eligible Shareholders with a registered address in the United Kingdom). Therefore, in
accordance with Section 85 and Schedule 11A of the Financial Services and Markets Act 2000 (as amended), this document does not constitute a prospectus for the
purposes of the Prospectus Rules of the Financial Conduct Authority (FCA) in the United Kingdom and a copy of it has not been, and will not be, reviewed by the FCA or the
UK Listing Authority.

If applications for New Shares under the SPP Offer exceed 30% of the issued capital of the Company at the time of the SPP Offer, Metminco may at its absolute discretion,
allocate to you less than the number of New Shares you have applied for. If there is a Scale Back, Metminco may in its absolute discretion determine to apply the Scale Back
to the extent and in the manner that it sees fit, including by taking into account the size of the applicant’s shareholding before the SPP.

The information in this document is not a recommendation to accept the SPP Offer of New Shares and does not constitute financial advice. Any person who intends to
subscribe for New Shares must conduct their own investigations, assessment and analysis of the Company and its operations and prospects and must base their investment
decision solely on those investigations and that assessment and analysis.

1 Based on a GBP:€ exchange rate of 0.79 and an AS:€ exchange rate of 0.67 as at 30 March 2016, the last practical date prior to the date of this document
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14.
1.5.

3.2.

33.

3.4.

3.5.

SPP Offer

Under the SPP Offer, Eligible Shareholders (defined below) have the opportunity to participate in the SPP Offer by subscribing for up to A$15,000 (or £7,875) of New
Shares, subject to discretionary Scale Back, without incurring brokerage and is subject to the following Terms and Conditions.

Please read these Terms and Conditions relating to the SPP Offer carefully, as you will be bound by them by participating in the SPP. The SPP Offer is made to each
Eligible Shareholder on the same terms and conditions.

All New Shares issued under the SPP Offer will rank equally with existing Shares from the date of issue, and carry the same voting rights, dividend rights and other
entitlements as existing Shares, as set out in Metminco’s constitution.

The SPP Offer is non renounceable which means you may not transfer your right to apply for New Shares under the SPP to anyone else.

The offer of New Shares under the SPP Offer will not be underwritten.

Key Dates?

EVENT

AUSTRALIAN AND NEW ZEALAND SHAREHOLDERS

UNITED KINGDOM SHAREHOLDERS

Record Date

Friday 8 April 2016 (7:00pm Sydney time)

Friday 8 April 2016 (5:00pm GMT time)

Announcement of SPP Offer

Monday 11 April 2016

Monday 11 April 2016

SPP Offer opens

Monday 11 April 2016

Monday 11 April 2016

SPP Offer closes (Closing Date)

Friday 22 April 2016 (8:00pm Sydney time)

Friday 22 April 2016 (11:00 am GMT time)

Allotment of New Shares

Friday 29 April 2016

Friday 29 April 2016

Quotation of New Shares

Monday 2 May 2016

Monday 2 May 2016

Dispatch of allotment confirmations and refunds if applicable

Monday 2 May 2016

Monday 2 May 2016

Eligible Shareholders
You are eligible to participate in the SPP Offer (an Eligible Shareholder) if:

(@) yourregistered address, as recorded in the Company’s Australian register of Shareholders (Australian Register), is in Australia, New Zealand or the United
Kingdom as at 7.00pm (EST) on 8 April 2016; or

(b)  yourregistered address, as recorded in the register of holders of Depositary Interests (DIs) maintained on behalf of the Company (DI Register), is in
Australia, New Zealand or the United Kingdom as at 5.00pm (GMT) on 8 April 2016 (see Annexure 1) (DI Holder),

unless you hold Shares on behalf of a person who resides outside Australia, New Zealand or the United Kingdom (in which case you will not be eligible to participate
in respect of the Shares of that person). Further, you are not eligible if you are a“US Person” (as defined in Regulation S under the US Securities Act of 1933, as
amended) (US Person) or are acting for the account or benefit of a US Person.

Metminco has determined that it is not practical for holders of Shares with addresses on the share register in jurisdictions other than Australia, New Zealand or the
United Kingdom, to participate in the SPP Offer. Shares to be allotted under the SPP have not been, and will not be, registered under the U.S. Securities Act and may
not be offered, sold or delivered, directly or indirectly, in or to persons in, the United States.

Eligible Shareholders can only apply for a maximum of $15,000 (or £7,875) worth of New Shares in aggregate under the SPP (unless you are applying as a
Custodian). This limitation applies even if Eligible Shareholders receive more than one Application Form due to multiple holdings, or if they hold Shares in more
than one capacity such as if they are a sole Eligible Shareholder and a joint Eligible Shareholder and/or an Eligible Shareholder with more than one holding under a
separate account or designation.

Eligible Shareholders who hold Shares as a custodian, trustee or nominee (Custodian) (defined below) may participate on behalf of each Beneficiary (defined
below) on whose behalf the Custodian is holding Shares. An Eligible Shareholder is deemed to be a Custodian under ASIC Class Order (CO 09/425) if:

(@) itholdsan Australian financial services licence that:
(i) coversthe provision of a custodial or depositary service; or
(i) includes a condition requiring the holder to comply with the requirements of ASIC Class Order (CO 02/294); or
(b) itis exempt under:
(i) paragraph 7.6.01(1)(k) of the Corporations Regulations 2001; or
(i)  ASICClass Order (CO 05/1270) to the extent that it relates to ASIC Class Order (CO 03/184),
from the requirement to hold an Australian financial services licence for the provision of a custodial or depositary service; or
(0 itisatrustee of a self-managed superannuation fund or a superannuation master trust; or
(d) itisthe responsible entity of an IDPS-like scheme (as defined by ASIC Class Order (CO 02/296)); or
(e) itisthe registered holder of Shares and is noted on the Australian Register or UK Register as holding Shares on account of another person.

A’Beneficiary’is a client of a Custodian or Downstream Custodian (defined below) on whose behalf the Custodian or Downstream Custodian held Shares on the
Record Date.

2 These dates are indicative only. Metminco reserves the right to vary the timetable for the SPP Offer, including the Closing Date of the SPP Offer by lodging a revised notice with ASX and AIM.
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TERMS AND CONDITIONS

To the extent that a Custodian holds Shares on behalf of a Beneficiary resident outside Australia, United Kingdom and New Zealand, it is the responsibility of the
Custodian to ensure that any acceptance complies with all applicable foreign laws. Custodians wishing to participate on behalf of one Beneficiary per registered
holding should pay by BPAY or complete the Application Form and return it to Metminco’s Share Registry with payment. Custodians wishing to participate on behalf
of more than one Beneficiary per registered holding should contact Metminco’s Share Registry and request a Custodian Certificate and Schedule.

3.6.  Ifyouhold Shares as a custodian, trustee or nominee for another person, but are not a Custodian as defined above, you cannot participate for beneficiaries in the
manner described above. In this case, the rules for multiple single holdings (above) apply.

If you choose not to participate in the SPP, your right to participate lapses on the Closing Date.

4, Joint holders/joint beneficiaries
If two or more persons are registered on Metminco’s Australian Register or UK Register as jointly holding Shares, they are taken to be a single registered holder of
Shares and a certification given by any of them is taken to be a certification given by all of them.

5.  Application procedure for New Shares

5.1. The SPP Offer opens on 11 April 2016.

5.2.  Eligible Shareholders

Eligible Shareholders may apply for a maximum of A$15,000 (or £7,875) worth of New Shares under the SPP Offer. Eligible Shareholders, to whom disclosure is

not required under s708 of the Corporations Act and subject to any other applicable laws, may apply to participate in the SPP Shortfall Placement to acquire SPP

Shortfall Shares (refer clause 9).

The following options to acquire New Shares under the SPP are available:

OPTION A$ VALUE OF NEW SHARES £VALUE OF NEW SHARES

1 A$500 300

2 A$1,000 500

3 A$2,000 1,000

4 A$3,000 1,500

5 A$4,000 2,000

6 A$5,000 2,500

7 A$7,500 4,000

8 A$10,000 5,500

9 A$12,500 6,500

10 A$15,000 7,875
5.3.  The number of New Shares is rounded up to the nearest whole number after dividing the A$ or £ amount by the Issue Price.
5.4.  Ifyou do not wish to accept the SPP Offer, you do not need to take any action and the SPP Offer will lapse on the Closing Date.
5.5.  Ifyou wish to apply for New Shares under the SPP Offer, Eligible Shareholders must either:

(@) pay by BPAY, using an Australian bank account, in accordance with the instructions on the Application Form to ensure cleared funds are received by the
Closing Date. If paying by BPAY you do not need to return the Application Form, but you are taken to make the certifications and representations described in
this document; or

(b)  complete the enclosed Application Form and forward it with a cheque, bank draft or money order to Link Market Services Limited, GPO Box 3560, Sydney
South NSW 1235 Australia, drawn on an Australian bank account and in Australian dollars for the correct amount so that it is received prior to the close of the
offer on the Closing Date.

DI Holders
5.6.  Ifyouarea DI Holder and you wish to apply for New Shares under the SPP Offer you must complete the enclosed Share Purchase Plan Application Form and forward
it with a cheque, bank draft or money order to CIS PLC re: Metminco Limited Share Purchase Plan drawn on a United Kingdom bank and in British Pounds for the

correct amount in accordance with the instructions on the Application Form so that it is received prior to the close of the Offer on the Closing Date (as applicable to a

DI Holder) and in any event so as to be received no later than 11.00am (GMT) on 22 April 2016 at the following address:

Computershare, Corporate Actions Projects, Bristol, BS99 6AH
or by hand (during normal business hours only) to Computershare, The Pavilions, Bridgwater Road, Bristol, BS13 8AE.
5.7.  Ifyou wish to settle in CREST, you must provide your participant ID and member account ID. For more information regarding the CREST system, please refer to

paragraph 14.

General

5.8. Do not forward cash. Cheques, bank drafts and money orders should be made payable to “Metminco Limited”. Receipts for payment will not be issued.

5.9.  Indetermining whether you wish to participate in this SPP Offer you should seek personal financial and/or taxation advice referable to your own circumstances.
5.10. Late applications will only be accepted at the discretion of the Directors. In addition the Directors reserve the right to extend the Closing Date (at their sole

discretion).
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10.

11.

12.

13.

Any Application Money received in excess of the amount required for the number of New Shares you successfully apply for will be refunded to you without interest.

If the amount received is less than A$500 or £300, whichever is applicable, Metminco will not allot any New Shares to you and the money received from you will be
refunded without interest.

Metminco reserves the right to reject any application for New Shares under the SPP Offer that it believes does not comply with these Terms and Conditions.

Issue price

The Issue Price for New Shares will be A$0.004 (£0.0021) per Share unless that price is less than 80% of 5 Day VWAP in which case the Issue Price will be 80% of 5
Day VWAP per Share which is consistent with the Issue Price for the recently announced Placement and at a discount of approximately 20% to the volume-weighted
average price of Shares traded on the ASX over the 5 trading days preceding 30 March 2016.

You should note that Metminco’s Share price may rise or fall between the date of this offer and the date when New Shares are allotted and issued to you under the
SPP Offer. This means that the price you pay per New Share pursuant to this offer may be either higher or lower than the Metminco Share price at the time of the
offer or at the time the New Shares are issued and allotted to you under the SPP Offer. Please refer to the information under “Participation is optional” about how to
monitor current trading prices of Shares.

The number of New Shares issued to an applicant will be determined by dividing the Application Money for New Shares by the Issue Price. If this calculation produces
a fractional number, the number of New Shares issued will be rounded up to the nearest whole New Share.

Participation is optional

Participation in the SPP Offer is entirely optional (subject to the eligibility criteria set out in these Terms and Conditions). The offer to acquire New Shares is not

a recommendation. If you are in any doubt about the SPP Offer, whether you should participate in the SPP Offer or how participation will affect you, you should
consider seeking independent financial and taxation advice before making a decision as to whether or not to accept this offer. Metminco also recommends that you
monitor the Metminco Share price which can be found on Metminco’s website at www.metminco.com.au, in the financial pages of major Australian metropolitan
newspapers, on the ASX website at www.asx.com.au (ASX code: MNC), or on AIM, a sub-market of the London Stock Exchange website www.londonstockexchange.
com(AIM code: MNC). Metminco also recommends that you monitor, via the above mentioned websites, any Metminco announcements made to the ASX and AIM.

Issue date
The New Shares will be issued on or around 29 April 2016 or as soon as possible after that date.

Allotment confirmations will be dispatched on or around 2 May 2016. You should confirm your holding before trading in any New Shares you believe have been
allotted to you under the SPP Offer. In advance of receiving your allotment confirmation notice, you can check the number of New Shares issued under the SPP Offer
by visiting Link’s website at www.linkmarketservices.com.au and following the security access instructions.

Placement of Shortfall

The Directors may, in their sole discretion, offer any SPP Shortfall Shares to any investors, including Shareholders, to whom disclosure is not required to be made
under s708 of the Corporations Act as a separate placement.

If you are a Sophisticated Investor or a Professional Investor as defined by s708 of the Corporation Act and you wish to apply for SPP Shortfall Shares then please
contact Phil Killen using the contact details below:

Telephone: +61(0) 2 9460 1856

email: info@metminco.com.au
Mail: Level 6, 122 Walker Street, North Sydney, NSW 2060, Australia.
No transfer

The SPP Offer is non-renounceable and non-transferable and, therefore, Eligible Shareholders cannot transfer their right to purchase New Shares under the SPP Offer
to a third party.

Brokerage and transaction costs

No brokerage or other transaction costs will apply to the acquisition of New Shares under the SPP. The only cost to you is the Issue Price of the New Shares.

Quotation

Metminco will apply for New Shares issued under the SPP to be quoted on the ASX and admitted to trading on AIM, within the period prescribed by the relevant
exchanges'rules.

Eligible Shareholders

The Company participates in the Clearing House Electronic Sub-register System, known as CHESS (operated by ASX Settlement Pty Ltd (a wholly owned subsidiary
of ASX)) (ASXS), in accordance with the ASX Listing Rules and the ASXS Operating Rules. Under CHESS, you will not receive a certificate but will receive a statement
of your holding of Shares. If you are broker sponsored, ASXS will send you a CHESS statement. The CHESS statement will set out the number of Shares issued under
the Plan, provide details of your holder identification number, the participant identification number of the sponsor and the terms and conditions applicable to the
Shares. If you are registered on the Issuer Sponsored sub-register, your statement will be dispatched by Link Market Services Limited and will contain the number of
New Shares issued to you under the Plan and your security holder reference number.

METMINCO LIMITED ACN 119759 349







14.

15.

15.1.

15.2.

16.

16.1.

16.2.

17.

18.

18.1.

18.2.
18.3.

19.

19.1.

19.2.

19.3.

20.

20.1.
20.2.
20.3.

204.

20.5.
20.6.

21.

TERMS AND CONDITIONS

DI Holders

CREST is a computerised paperless share transfer and settlement system, which allows shares and other securities including DIs to be held in electronic rather than
paper form. If you elect to settle through CREST, you will not receive a certificate but you will receive a credit to your stock account in CREST for any new Dls issued
relating to New Shares (subject to compliance with these Terms and Conditions). Further information and the terms and conditions applicable to holders of Dls is set
outin Annexure 1.

Notice to United Kingdom Shareholders

The SPP Offer is only being made in the United Kingdom to persons who are of a kind described in Article 43(2) (members and creditors of certain bodies corporate)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended, as at 5.00pm (GMT) on 8 April 2016.

The total consideration for the SPP Offer to DI Holders or Eligible Shareholders with a registered address in the United Kingdom shall not exceed €5,000,000*.
Therefore, in accordance with Section 85 and Schedule 11A of the Financial Services and Markets Act 2000 (UK), as amended (FSMA), this document does not
constitute a prospectus for the purposes of the Prospectus Rules of the Financial Services Authority (FSA) in the United Kingdom and a copy of it has not been, and
will not be, reviewed by the FSA or the UK Listing Authority.

* Based on a GBP:€ exchange rate of 0.79 and an A$:€ exchange rate of 0.67 as at 30 March 2016, the last practical date prior to the date of this document.

Notice to New Zealand Shareholders

The New Shares are not being offered or sold to the public within New Zealand other than to existing Shareholders of the Company with registered addresses in New
Zealand to whom the Offer of New Shares is being made in reliance on the Securities Act (Overseas Companies) Exemption Notice 2002 (New Zealand).

This document has not been registered, filed with or approved by any New Zealand requlatory authority under the Securities Act 1978 (New Zealand). This document
is not an investment statement or prospectus under New Zealand law and is not required to, and may not, contain all the information that an investment statement
or prospectus under New Zealand law is required to contain.

Class Order compliance

The SPP Offer of New Shares is made in accordance with ASIC Class Order (CO 09/425), which grants relief from the requirement to prepare a prospectus for the SPP
Offer of New Shares.

Dispute resolution

Metminco may settle, in any manner it deems, any difficulties, anomalies, or disputes which may arise in connection with the operation of this SPP whether
generally or in relation to any participant or any application for New Shares, and its decision shall be conclusive and binding on all participants and other persons to
whom the determination relates.

Metminco reserves the right to waive strict compliance with any provision of these Terms and Conditions.
The powers of Metminco under these Terms and Conditions may be exercised by its Directors or any delegate or representative of the Directors.

Scale Back of SPP Offer

If applications for New Shares under the SPP Offer exceed 30% of the issued capital of the Company at the time of the SPP Offer, Metminco may at its absolute
discretion, allocate to you less than the number of New Shares you have applied for. If there is a Scale Back, Metminco may in its absolute discretion determine to
apply the Scale Back to the extent and in the manner that it sees fit, including by taking into account the size of the applicant’s shareholding before the SPP.

If the Scale Back produces a fractional number of New Shares when applied to your issue of New Shares, the number of New Shares issued will be rounded up to the
nearest whole New Share.

If there is a Scale Back, your Application Money may be greater than the value of the New Shares you will be issued. In that event, the excess application money will
be refunded to you without interest on or around 2 May 2016. Any Application Monies refunded by Metminco will be paid by cheque or direct credit (the payment
method will be determined by Metminco in its absolute discretion) in Australian currency or British pounds, whichever is applicable. By applying for New Shares,
each Shareholder authorises Metminco to pay any monies to be refunded by using the payment instructions of the Shareholder recorded in Metminco’s Share
Registry if Metminco should elect to pay in this manner.

Variation and termination

Metminco reserves the right to amend or vary these Terms and Conditions and to suspend or terminate the SPP at any time.

Failure to notify Shareholders or DI holders of a change to or termination of the SPP Offer or the non-receipt of notice will not invalidate the change or termination.

Metminco reserves the right not to issue New Shares or to issue fewer New Shares than that applied for under the SPP by an Eligible Shareholder (including a
Custodian applying on behalf of its Beneficiaries) if Metminco believes that the issue of those New Shares would contravene any law or the ASX Listing Rules.

In the event that the SPP is terminated prior to the issue of New Shares, all application monies will be refunded. No interest will be paid on any monies returned to
you.

If the Company changes, suspends or terminates the SPP, it will advise the ASX and AIM.
Metminco is not liable for any loss, cost, expense, liability or damage arising out of the exercise of any of its discretions under these Terms and Conditions.

Privacy

By receiving a completed Application Form, Metminco collects personal information about Shareholders. Metminco will use this information for the purposes of
processing the Application Form and updating the records of Metminco. To the extent restricted by law, Metminco will not disclose personal information about a
Shareholder to a third party. To the extent permitted by law, Shareholders are able to access, upon request, personal information about them held by Metminco.
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22. Acknowledgements

By making payment (including through BPAY) or returning an Application Form or Custodian Certificate and Schedule, you certify, acknowledge, warrant and represent
as true, correct and not misleading to Metminco that:

23.

you have read and accepted the Terms and Conditions in full;
you declare that all details and statements in your application are true and complete and not misleading;

your application under the Terms and Conditions of the SPP set out in this document (including the Application Form and Custodian Certificate and Schedule) will
be irrevocable and unconditional (i.e. it cannot be withdrawn);

as at the Record Date, you were recorded on Metminco's Australian Register or UK Register as being a registered holder of Shares and having an address in
Australia, United Kingdom or New Zealand;

if you have a registered address in New Zealand, you continued to hold Shares as at the opening of the SPP Offer on 11 April 2016;

you and each person for whose account or benefit you are acting is not in the United States and is not a US Person, or acting for the account or benefit of a US
Person;

you acknowledge that the New Shares have not, and will not be, registered under the U.S. Securities Act or the securities laws of any state or other jurisdiction
of the United States, and the New Shares may not be offered, sold or otherwise transferred unless an exemption from the registration requirements of the U.S.
Securities Act is available;

you represent that you have not, and you agree that you will not, send any materials relating to the SPP to any person in the United States or to any person who
is, or is acting for the account or benefit of, a US Person;

if you are applying on your own behalf (and not as a Custodian) you are not applying for New Shares with an aggregate application value, when aggregated with
the application value of any Shares issued to you or a Custodian on your behalf under the SPP Offer or similar arrangement in the previous 12 months, of more
than A$15,000 (or £7,875) under the SPP Offer (including by instructing a Custodian to acquire New Shares on your behalf under the SPP Offer), and you are
complying with the limitations detailed in clause 3.3 of the SPP Terms and Conditions;

if you are a Custodian and are applying on behalf of a Beneficiary on whose behalf you hold Shares:
(i)  youarea Custodian (as that term is defined in ASIC Class Order (CO 09/425));
(i) eitheror both of the following apply (as applicable):
(A) that on the Record Date you held Shares on behalf of one or more other persons (each a Beneficiary) that are not Custodians;

(B) that on the Record Date another Custodian (Downstream Custodian) held beneficial interests in Shares on behalf of one or more other persons
(each a Beneficiary), and you hold the shares to which those beneficial interests relate on behalf of the Downstream Custodian or another
Custodian;

(iii)  each Beneficiary has subsequently instructed either you or the Downstream Custodian (as applicable) to apply for New Shares on their behalf under the
SPP;

(iv)  details of the number of Beneficiaries instructing you to participate, the name and address of each Beneficiary and in respect of each such Beneficiary:
(A)  the number of Shares that you hold on behalf of that Beneficiary; and
(B) the dollar amount of New Shares that the Beneficiary, or its agent, has instructed you to accept on behalf of the Beneficiary;
as set out in the Application Form or the Custodian Certificate and Schedule, is true and correct;

(v) there are no Beneficiaries in respect of whom the total of the application value for (a) the New Shares applied for by you under the SPP on their behalf;
and (b) any Shares issued to you in the previous 12 months as a result of an instruction given by the Beneficiary to you or a Downstream Custodian to
apply for Shares on their behalf under an arrangement similar to the SPP, exceeds A$15,000 (or £7,875); and

(vi)  acopy of this offer document was given to each Beneficiary;

you may be offered New Shares pursuant to the SPP in accordance with all applicable laws, and any acceptance by you on your own behalf or in respect of any
person for which you are acting complies with all applicable laws;

you accept the risk associated with any refund that may be dispatched to you by direct credit or cheque to your address shown on Metminco’s share register;
you are responsible for any dishonour fees or other costs Metminco may incur in presenting a cheque for payment which is dishonoured;
you agree to be bound by the provisions of the constitution of Metminco (as amended and as it may be amended from time to time in the future);

you authorise Metminco and its affiliates, officers and representatives to do anything on your behalf necessary for New Shares to be issued to you in accordance
with these Terms and Conditions;

you authorise Metminco (and its officers and agents) to correct minor or easily rectified errors in, or omissions from, your application and to complete the
application by the insertion of any missing minor detail; and

Metminco may at any time irrevocably determine that your application is valid in accordance with these Terms and Conditions, even if the application is
incomplete, contains errors or is otherwise defective.

Governing law
These Terms and Conditions are governed by the laws in force in New South Wales, Australia.

METMINCO LIMITED ACN 119759 349
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Directors or Board
Eligible Jurisdiction

80% of the volume weighted average price (VWAP) over the
5trading days on the ASX preceding the date the SPP Offer is
announced (11 April 2016)

the currency of the Commonwealth of Australia
the currency of the United Kingdom

the acceptance form attached to or accompanying a hardcopy
of this SPP Offer, personalised for each Eligible Shareholder,
which allows each Eligible Shareholder to accept the SPP
Offer

the London Stock Exchange’s international market for smaller
growing companies

admission of New Shares issued pursuant to the SPP Offer to
trading on AIM in accordance with the AIM Rules

AIM Rules for Companies, as published by the London Stock
Exchange PLC, governing admission to and the operation of
AIM dated February 2010

a person who submits an Acceptance Form
an application for New Shares under the SPP Offer

the value of the New Shares applied for by an Applicant
under an Acceptance Form

Australian Securities & Investments Commission

ASX Limited ACN 008 624 691, and the Australian securities
exchange it operates

the official listing rules of the ASX

ASX Settlement Pty Ltd ACN 008 504 532

register of Shareholders recorded on the Company’s
Australian register

the meaning given in Section 3.5

the Australian Clearing House Electronic Subregister System
operated by ASX Settlement

the time and date at which the Offer expires, being 5.00pm
Sydney time,22 April 2016 for eligible Shareholders on the
Australian Register and 5.00pm London time,22 April 2016,
for eligible Shareholders on the UK Register
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the relevant system (as defined in the CREST Regulations)
operated by Euroclear UK & Ireland Limited in accordance
with which securities may be held and transferred in
uncertificated form

uncertificated Securities Regulations 2001 (SI 2001 No. 3755),
as amended

CREST Member admitted to CREST as a sponsored member

the meaning given in Section 3.4

the depositary interests representing Shares issued by the UK
Depositary on the terms and conditions of a deed executed by
the UK Depositary and Metminco

an Eligible Shareholder who is registered as a holder of a
Depository Interest

the board of directors of the Company for the time being
Australia, United Kingdom and New Zealand

Eligible Shareholders Shareholders with a registered address in an Eligible

Jurisdiction at the Record Date

Issue Price

London time
Los Calatos Project

will be A$0.004 (£0.0021) per Share unless that price is less
than the 80% of 5 Day VWAP in which case the Issue Price
will be 80% of 5 Day VWAP per Share which is consistent with
the Issue Price for the recently announced Placement and at
a discount of approximately 20% to the volume weighted
average price of Shares traded on the ASX over the 5 trading
days preceding 30 March 2016

the time in London, United Kingdom

our mining and exploration tenements located in southern
Peru covering an area of 275 square kilometres

May 2015 Rights Offer Offer to Eligible Shareholder to subscribe for additional

Mining Study
Mollacas Project
New Share

Quotation
Record Date

Section
Scale Back

Share Registry

Shareholders
Share or Shares

Seafield Colombia

SPP
SPP Offer

SPP Shortfall
Placement

SPP Shortfall Shares

Sydney time
UK Register

uss
US Person

Shares which closed 15 May 2015

Los Calatos mining study announced to the ASX and AIM
markets on 21 September 2015

our mining and exploration tenements located approximately
500 kilometres north of Santiago, Chile covering an area of 32
square kilometres

the Share(s) offered under the SPP Offer

official quotation on the ASX

being 5.00pm Sydney time, 8 April 2016 for eligible
Shareholders on the Australian Register and

5.00pm London time, 8 April 2016, for eligible Shareholders
on the UK Register.

a section of this SPP Offer document

Metminco may, at its absolute discretion, allocate less than
the number of New Shares that have been applied for under
the SPP Offer

Link Market Services Limited ACN 083 214 537, Level 12,
680 George Street, Sydney NSW 2000 Australia

ordinary shareholders of the Company

fully paid ordinary share(s) in the issued capital of the
Company

Minera Seafield Colombia SAS owner of advanced gold
projects, including the Mirraflores Project, a potential near
term gold producing asset

Share Purchase Plan
Offer to Eligible Shareholders under the SPP

the New Shares not taken up by Eligible Shareholders under
the SPP Offer, placed by the Directors at their sole discretion
to Eligible Shareholders and other investors to whom
disclosure is not required to be made under section 708 of the
Corporation Act

the New Shares not taken up by Eligible Shareholders under
the SPP Offer, which then become available on application

by other Eligible Shareholders or investors, to whom
disclosure is not required to be made under section 708 of the
Corporations Act

Australian Eastern Daylight Time

register of shareholders recorded on the Company’s AIM
register

the currency of the United States of America

as defined in Regulation S under the US Securities Act of
1933, as amended

Share Purchase Plan 11 April 2016 7







ANNEXURE 1

DI HOLDERS

Words and expressions used in this Annexure 1 shall, unless defined herein, be as defined in the Terms and Conditions to which this annexure is attached.

1.

8

UK Depositary Interest Holders
(a)  General

Depositary Interests or DIs are interests in the underlying Shares that can be settled electronically through CREST. The legal title to the Shares is held by
Computershare Investor Services PLC.

Whilst Computershare Investor Services PLC is registered as the owner of Shares in the Company (pursuant to a depositary interest deed poll in respect of the
Company, the Depositary Interest Deed), it holds Shares on behalf of, and for the benefit of, the holders of Dis (DI Holders). To the extent the Offer is being made to
Computershare Investor Services PLC, it is being made for the benefit of DI Holders on the Record Date and Computershare Investor Services PLC will not be entitled
to participate in the Offer in its own right.

If, on the Record Date, a DI Holder is a trustee or nominee (Nominee) holding DIs on behalf of one or more other persons (each such person, a Beneficiary):

(i)  the Nominee shall be entitled to submit an application for New Shares (on and subject to the Terms and Conditions) on behalf of each such
Beneficiary (provided the Nominee provides to the Company satisfactory evidence of each such Beneficiary’s status as a Beneficiary); and

(i) the Nominee shall not be entitled to submit an application for New Shares on its own behalf unless it is a beneficiary in its own right.

Each Beneficiary may only participate once in the Offer. If the Company does not receive satisfactory evidence of a Beneficiary’s status in accordance with this
paragraph, an application for New Shares submitted by a Nominee on behalf such Beneficiary may not be accepted by the Company.

(b)  Application

A DI Holder shall receive, in respect of any valid application which it may make under the SPP, and subject to the Terms and Conditions of the SPP, a credit to its stock
account in CREST of such number of new DIs (New Depositary Interests) as is equal to the number of New Shares for which an application is made.

The CREST stock account to be credited will be an account under the participant ID and member account ID that apply to the DIs held on the Record Date by the DI
Holder in respect of which the New Depositary Interests have been allocated.

DI Holders who wish to apply for New Depositary Interests should refer to the instructions set out in this document and the Application Form. Should you need
information with regard to these procedures, please contact Computershare Investor Services PLC on +44(0) 370 702 0000. If you are a CREST Sponsored Member
you should consult your CREST Sponsor if you wish to apply for New Depositary Interests as only your CREST Sponsor will be able to take the necessary action to make
this application in CREST.

() Effect of Valid Application
A DI Holder who makes a valid application for New Depositary Interests will, in making an application:
(i)  paythe amount payable on application in accordance with the procedures set out in the Terms and Conditions;

(i) request that the New Depositary Interests to which it is entitled be issued to it on the Terms and Conditions and subject to the constitution of the
Company, the Depositary Interest Deed and the services agreement relating to DIs between the Company and Computershare Investor Services PLC;
and

(i)  agree that all applications and contracts resulting therefrom shall be governed by, and construed in accordance with, the laws of England.
(d)  Companyss discretion as to Rejection and Validity of Applications
The Company may in its sole discretion treat as valid and binding an application which does not comply in all respects with the requirements as to validity set out or
referred to in this document.
Market Claims
Applications for New Depositary Interests may only be made by a person who is a DI Holder on the Record Date (in accordance with paragraph 1above).

METMINCO LIMITED ACN 119759 349
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Maturity Redemption Annex

Unless already redeemed in accordance with the provisions of these Final Terms, the Notes will be redeemed on
the Maturity Date as follows:

1. If the Calculation Agent determines that FX1 is less than 53.10, the Maturity Redemption
‘Amount payable per Calculation Amount shall be AUD 941,619.59;

2. Ifthe Calculation Agent determines that FX1 is equal to or greater than 53.10, the Maturity
Redemption Amount per Calculation Amount shall be JPY 50,000,000.
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Intraday Liquidity Reporting – Global Market Practice Guidelines


			Context

The Global Market Practice Guidelines aim at documenting industry and usage practices of the SWIFT messages to report on cash movements, both in the FIN and the ISO 20022 worlds, for common minimum implementation by service users and service providers in
support of intraday and real-time liquidity position management. 
			Drivers

New regulatory frameworks (BCBS 248) are imposing quantitative measures and reporting as well as new systems and control requirements including:

obligation for each financial institution to monitor/build in real-time its cash position across accounts and currencies in order to meet its payments and settlement obligations;

obligation to manage and report liquidity position at a firm-wide level across branches and legal entities;

obligation to build historical information to support intraday liquidity modeling, liquidity forecasting and liquidity risks analytics.
			Key objectives

Address the issues mentioned in the drivers by establishing a common global market practice on the use of the SWIFT intraday reporting messages, especially in the specific domains:

real-time position management

real-time account reconciliation















2





3


Intraday Liquidity Reporting practice for Corporate Actions


Requirement: Need to support the cash movements related to Corporate Actions transactions


Challenge: Current issue is that there is no practice for the reporting of corporate actions liquidity movements 


Solution: 
=> Establish common practice for the use of MT 566 and for the use of MT 900/ 910 as an alternative on bilateral basis.
=> Define practice for the different use cases (detailed in subsequent slides). 



Proposed way forward as agreed by the LITF in March
=> LITF to work out a proposal on the different use cases (message and field usages)
=> Submission to Corporate Actions - SMPG for consultation / confirmation on the possible scenarios











Corporate Actions - Use case 1
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Securities


Account


Owner





CA event





1


Use case 1: Corporate Action confirmation a debit of the cash account


Custodian





MT 566


2





MT 900


3


Cash account held by Custodian with no foreign exchange required





Cash leg is a debit on the cash account in the MT 566,


when securities leg possibly still to settle





MT 566 used for Intraday Liquidity purpose, 


instead of the MT 900 as MT566 confirms previously executed cash movement 


If cash movement has not yet taken place, MT 900 used instead








Question:


How do we identify
that debit has already
been performed on
cash account ?








Corporate Actions - Use case 2
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Securities


Account


Owner





CA event





1


Use case 2: Corporate Action confirmation resulting in a credit on the cash account


Custodian





MT 566


2





MT 910


3


Cash account held by Custodian 


with no foreign exchange required





Cash leg is a credit on the cash account in the MT 566,


with possible settlement at a future date





MT 566 NOT used for Intraday Liquidity purpose, 


But use of MT 910 as confirmation of the cash movement











Corporate Actions - Use case 3
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Securities Account Owner





CA Event








Account Servicer


Cash Correspondent 





MT 900


Or


MT 910


(a/c cash cor.)


1


Use case 3: Cash settlement handled by Cash Correspondent


3


Custodian





MT 103/202 or


MT 204


2





MT 566


4


No cash account held by Custodian for the Securities Account Owner 





Custodian will instruct the Cash Correspondent credit / debit the cash account of the Securities Account Owner (Custodian has been authorised to debit the account of the Securities Account Owner serviced by the cash provider).





MT 566 not used for Liquidity Reporting





Remarks:


MT 204 (Financial Markets Direct Debit) should be used in step 2 to request for the debit of the account








Power Point template - You can edit footer content by going into 'Insert' tab > 'Header & Footer'
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Introduction

1. This document presents one of the Basel Committee’s" key reforms to develop a
more resilient banking sector: the Liquidity Coverage Ratio (LCR). The objective of the LCR
is to promote the short-term resilience of the liquidity risk profile of banks. It does this by
ensuring that banks have an adequate stock of unencumbered high-quality liquid assets
(HQLA) that can be converted easily and immediately in private markets into cash to meet
their liquidity needs for a 30 calendar day liquidity stress scenario. The LCR will improve the
banking sector’'s ability to absorb shocks arising from financial and economic stress,
whatever the source, thus reducing the risk of spillover from the financial sector to the real
economy. This document sets out the LCR standard and timelines for its implementation.

2. During the early “liquidity phase” of the financial crisis that began in 2007, many
banks — despite adequate capital levels — still experienced difficulties because they did not
manage their liquidity in a prudent manner. The crisis drove home the importance of liquidity
to the proper functioning of financial markets and the banking sector. Prior to the crisis, asset
markets were buoyant and funding was readily available at low cost. The rapid reversal in
market conditions illustrated how quickly liquidity can evaporate, and that illiquidity can last
for an extended period of time. The banking system came under severe stress, which
necessitated central bank action to support both the functioning of money markets and, in
some cases, individual institutions.

3. The difficulties experienced by some banks were due to lapses in basic principles of
liquidity risk management. In response, as the foundation of its liquidity framework, the
Committee in 2008 published Principles for Sound Liquidity Risk Management and
Supervision (“Sound Principles”).? The Sound Principles provide detailed guidance on the
risk management and supervision of funding liquidity risk and should help promote better risk
management in this critical area, but only if there is full implementation by banks and
supervisors. As such, the Committee will continue to monitor the implementation by
supervisors to ensure that banks adhere to these fundamental principles.

4. To complement these principles, the Committee has further strengthened its liquidity
framework by developing two minimum standards for funding liquidity. These standards have
been developed to achieve two separate but complementary objectives. The first objective is
to promote short-term resilience of a bank’s liquidity risk profile by ensuring that it has
sufficient HQLA to survive a significant stress scenario lasting for one month. The Committee
developed the LCR to achieve this objective. The second objective is to promote resilience
over a longer time horizon by creating additional incentives for banks to fund their activities
with more stable sources of funding on an ongoing basis. The Net Stable Funding Ratio
(NSFR), which is not covered by this document, supplements the LCR and has a time
horizon of one year. It has been developed to provide a sustainable maturity structure of
assets and liabilities.

! The Basel Committee on Banking Supervision consists of senior representatives of bank supervisory

authorities and central banks from Argentina, Australia, Belgium, Brazil, Canada, China, France, Germany,
Hong Kong SAR, India, Indonesia, Italy, Japan, Korea, Luxembourg, Mexico, the Netherlands, Russia, Saudi
Arabia, Singapore, South Africa, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United
States. It usually meets at the Bank for International Settlements (BIS) in Basel, Switzerland, where its
permanent Secretariat is located.

2 The Sound Principles are available at www.bis.org/publ/bcbs144.htm.







5. These two standards are comprised mainly of specific parameters which are
internationally “harmonised” with prescribed values. Certain parameters, however, contain
elements of national discretion to reflect jurisdiction-specific conditions. In these cases, the
parameters should be transparent and clearly outlined in the regulations of each jurisdiction
to provide clarity both within the jurisdiction and internationally.

6. It should be stressed that the LCR standard establishes a minimum level of liquidity
for internationally active banks. Banks are expected to meet this standard as well as adhere
to the Sound Principles. Consistent with the Committee’s capital adequacy standards,
national authorities may require higher minimum levels of liquidity. In particular, supervisors
should be mindful that the assumptions within the LCR may not capture all market conditions
or all periods of stress. Supervisors are therefore free to require additional levels of liquidity
to be held, if they deem the LCR does not adequately reflect the liquidity risks that their
banks face.

7. Given that the LCR is, on its own, insufficient to measure all dimensions of a bank’s
liquidity profile, the Committee has also developed a set of monitoring tools to further
strengthen and promote global consistency in liquidity risk supervision. These tools are
supplementary to the LCR and are to be used for ongoing monitoring of the liquidity risk
exposures of banks, and in communicating these exposures among home and host
supervisors.

8. The Committee is introducing phase-in arrangements to implement the LCR to help
ensure that the banking sector can meet the standard through reasonable measures, while
still supporting lending to the economy.

9. The Committee remains firmly of the view that the LCR is an essential component of
the set of reforms introduced by Basel Il and, when implemented, will help deliver a more
robust and resilient banking system. However, the Committee has also been mindful of the
implications of the standard for financial markets, credit extension and economic growth, and
of introducing the LCR at a time of ongoing strains in some banking systems. It has therefore
decided to provide for a phased introduction of the LCR, in a manner similar to that of the
Basel Il capital adequacy requirements.

10. Specifically, the LCR will be introduced as planned on 1 January 2015, but the
minimum requirement will be set at 60% and rise in equal annual steps to reach 100% on
1 January 2019. This graduated approach, coupled with the revisions made to the 2010
publication of the liquidity standards,® are designed to ensure that the LCR can be introduced
without material disruption to the orderly strengthening of banking systems or the ongoing
financing of economic activity.

1 January 1 January 1 January 1 January 1 January
2015 2016 2017 2018 2019
Minimum LCR 60% 70% 80% 90% 100%
11. The Committee also reaffirms its view that, during periods of stress, it would be

entirely appropriate for banks to use their stock of HQLA, thereby falling below the minimum.
Supervisors will subsequently assess this situation and will give guidance on usability

®  The 2010 publication is available at www.bis.org/publ/bcbs188.pdf







according to circumstances. Furthermore, individual countries that are receiving financial
support for macroeconomic and structural reform purposes may choose a different
implementation schedule for their national banking systems, consistent with the design of
their broader economic restructuring programme.

12. The Committee is currently reviewing the NSFR, which continues to be subject to an
observation period and remains subject to review to address any unintended consequences.
It remains the Committee’s intention that the NSFR, including any revisions, will become a
minimum standard by 1 January 2018.

13. This document is organised as follows:

o Part 1 defines the LCR for internationally active banks and deals with application
issues.

o Part 2 presents a set of monitoring tools to be used by banks and supervisors in

their monitoring of liquidity risks.







Part 1: The Liquidity Coverage Ratio

14. The Committee has developed the LCR to promote the short-term resilience of the
liquidity risk profile of banks by ensuring that they have sufficient HQLA to survive a
significant stress scenario lasting 30 calendar days.

15. The LCR should be a key component of the supervisory approach to liquidity risk,
but must be supplemented by detailed supervisory assessments of other aspects of the
bank’s liquidity risk management framework in line with the Sound Principles, the use of the
monitoring tools included in Part 2, and, in due course, the NSFR. In addition, supervisors
may require an individual bank to adopt more stringent standards or parameters to reflect its
liquidity risk profile and the supervisor's assessment of its compliance with the Sound
Principles.

l. Objective of the LCR and use of HQLA

16. This standard aims to ensure that a bank has an adequate stock of unencumbered
HQLA that consists of cash or assets that can be converted into cash at little or no loss of
value in private markets, to meet its liquidity needs for a 30 calendar day liquidity stress
scenario. At a minimum, the stock of unencumbered HQLA should enable the bank to
survive until Day 30 of the stress scenario, by which time it is assumed that appropriate
corrective actions can be taken by management and supervisors, or that the bank can be
resolved in an orderly way. Furthermore, it gives the central bank additional time to take
appropriate measures, should they be regarded as necessary. As noted in the Sound
Principles, given the uncertain timing of outflows and inflows, banks are also expected to be
aware of any potential mismatches within the 30-day period and ensure that sufficient HQLA
are available to meet any cash flow gaps throughout the period.

17. The LCR builds on traditional liquidity “coverage ratio” methodologies used internally
by banks to assess exposure to contingent liquidity events. The total net cash outflows for
the scenario are to be calculated for 30 calendar days into the future. The standard requires
that, absent a situation of financial stress, the value of the ratio be no lower than 100%* (ie
the stock of HQLA should at least equal total net cash outflows) on an ongoing basis
because the stock of unencumbered HQLA is intended to serve as a defence against the
potential onset of liquidity stress. During a period of financial stress, however, banks may use
their stock of HQLA, thereby falling below 100%, as maintaining the LCR at 100% under
such circumstances could produce undue negative effects on the bank and other market
participants. Supervisors will subsequently assess this situation and will adjust their response
flexibly according to the circumstances.

18. In particular, supervisory decisions regarding a bank’s use of its HQLA should be
guided by consideration of the core objective and definition of the LCR. Supervisors should
exercise judgement in their assessment and account not only for prevailing macrofinancial
conditions, but also consider forward-looking assessments of macroeconomic and financial
conditions. In determining a response, supervisors should be aware that some actions could

*  The 100% threshold is the minimum requirement absent a period of financial stress, and after the phase-in

arrangements are complete. References to 100% may be adjusted for any phase-in arrangements in force.







be procyclical if applied in circumstances of market-wide stress. Supervisors should seek to
take these considerations into account on a consistent basis across jurisdictions.

(@

(b)

(©)

(d)

Supervisors should assess conditions at an early stage, and take actions if deemed
necessary, to address potential liquidity risk.

Supervisors should allow for differentiated responses to a reported LCR below
100%. Any potential supervisory response should be proportionate with the drivers,
magnitude, duration and frequency of the reported shortfall.

Supervisors should assess a number of firm- and market-specific factors in
determining the appropriate response as well as other considerations related to both
domestic and global frameworks and conditions. Potential considerations include,
but are not limited to:

()  The reason(s) that the LCR fell below 100%. This includes use of the stock of
HQLA, an inability to roll over funding or large unexpected draws on
contingent obligations. In addition, the reasons may relate to overall credit,
funding and market conditions, including liquidity in credit, asset and funding
markets, affecting individual banks or all institutions, regardless of their own
condition;

(i)  The extent to which the reported decline in the LCR is due to a firm-specific or
market-wide shock;

(i) A bank’s overall health and risk profile, including activities, positions with
respect to other supervisory requirements, internal risk systems, controls and
other management processes, among others;

(iv) The magnitude, duration and frequency of the reported decline of HQLA,;

(v) The potential for contagion to the financial system and additional restricted
flow of credit or reduced market liquidity due to actions to maintain an LCR of
100%;

(vi) The availability of other sources of contingent funding such as central bank
funding,® or other actions by prudential authorities.

Supervisors should have a range of tools at their disposal to address a reported
LCR below 100%. Banks may use their stock of HQLA in both idiosyncratic and
systemic stress events, although the supervisory response may differ between the
two.

() At a minimum, a bank should present an assessment of its liquidity position,
including the factors that contributed to its LCR falling below 100%, the
measures that have been and will be taken and the expectations on the
potential length of the situation. Enhanced reporting to supervisors should be
commensurate with the duration of the shortfall.

The Sound Principles require that a bank develop a Contingency Funding Plan (CFP) that clearly sets out
strategies for addressing liquidity shortfalls, both firm-specific and market-wide situations of stress. A CFP
should, among other things, “reflect central bank lending programmes and collateral requirements, including
facilities that form part of normal liquidity management operations (eg the availability of seasonal credit).”







(i)  If appropriate, supervisors could also require actions by a bank to reduce its
exposure to liquidity risk, strengthen its overall liquidity risk management, or
improve its contingency funding plan.

(i)  However, in a situation of sufficiently severe system-wide stress, effects on
the entire financial system should be considered. Potential measures to
restore liquidity levels should be discussed, and should be executed over a
period of time considered appropriate to prevent additional stress on the bank
and on the financial system as a whole.

(e) Supervisors’ responses should be consistent with the overall approach to the
prudential framework.

. Definition of the LCR

19. The scenario for this standard entails a combined idiosyncratic and market-wide
shock that would result in:

@) the run-off of a proportion of retail deposits;
(b) a partial loss of unsecured wholesale funding capacity;
(c) a partial loss of secured, short-term financing with certain collateral and

counterparties;

(d) additional contractual outflows that would arise from a downgrade in the bank’s
public credit rating by up to and including three notches, including collateral posting
requirements;

(e) increases in market volatilities that impact the quality of collateral or potential future
exposure of derivative positions and thus require larger collateral haircuts or
additional collateral, or lead to other liquidity needs;

) unscheduled draws on committed but unused credit and liquidity facilities that the
bank has provided to its clients; and

(9) the potential need for the bank to buy back debt or honour non-contractual
obligations in the interest of mitigating reputational risk.

20. In summary, the stress scenario specified incorporates many of the shocks
experienced during the crisis that started in 2007 into one significant stress scenario for
which a bank would need sufficient liquidity on hand to survive for up to 30 calendar days.

21. This stress test should be viewed as a minimum supervisory requirement for banks.
Banks are expected to conduct their own stress tests to assess the level of liquidity they
should hold beyond this minimum, and construct their own scenarios that could cause
difficulties for their specific business activities. Such internal stress tests should incorporate
longer time horizons than the one mandated by this standard. Banks are expected to share
the results of these additional stress tests with supervisors.

22. The LCR has two components:
@) Value of the stock of HQLA in stressed conditions; and
(b) Total net cash outflows, calculated according to the scenario parameters outlined

below.







Stock of HQLA > 100%
Total net cash outflows over the next 30 calendar days

A. Stock of HQLA

23. The numerator of the LCR is the “stock of HQLA”. Under the standard, banks must
hold a stock of unencumbered HQLA to cover the total net cash outflows (as defined below)
over a 30-day period under the prescribed stress scenario. In order to qualify as “HQLA",
assets should be liquid in markets during a time of stress and, ideally, be central bank
eligible. The following sets out the characteristics that such assets should generally possess
and the operational requirements that they should satisfy. ®

1. Characteristics of HQLA

24, Assets are considered to be HQLA if they can be easily and immediately converted
into cash at little or no loss of value. The liquidity of an asset depends on the underlying
stress scenario, the volume to be monetised and the timeframe considered. Nevertheless,
there are certain assets that are more likely to generate funds without incurring large
discounts in sale or repurchase agreement (repo) markets due to fire-sales even in times of
stress. This section outlines the factors that influence whether or not the market for an asset
can be relied upon to raise liquidity when considered in the context of possible stresses.
These factors should assist supervisors in determining which assets, despite meeting the
criteria from paragraphs 49 to 54, are not sufficiently liquid in private markets to be included
in the stock of HQLA.

®® Fundamental characteristics

o Low risk: assets that are less risky tend to have higher liquidity. High credit
standing of the issuer and a low degree of subordination increase an asset's
liquidity. Low duration, ’ low legal risk, low inflation risk and denomination in a
convertible currency with low foreign exchange risk all enhance an asset’s liquidity.

o Ease and certainty of valuation: an asset’'s liquidity increases if market
participants are more likely to agree on its valuation. Assets with more standardised,
homogenous and simple structures tend to be more fungible, promoting liquidity.
The pricing formula of a high-quality liquid asset must be easy to calculate and not
depend on strong assumptions. The inputs into the pricing formula must also be
publicly available. In practice, this should rule out the inclusion of most structured or
exotic products.

o Low correlation with risky assets: the stock of HQLA should not be subject to
wrong-way (highly correlated) risk. For example, assets issued by financial
institutions are more likely to be illiquid in times of liquidity stress in the banking
sector.

o Listed on a developed and recognised exchange: being listed increases an
asset’s transparency.

Refer to the sections on “Definition of HQLA” and “Operational requirements” for the characteristics that an
asset must meet to be part of the stock of HQLA and the definition of “unencumbered” respectively.

Duration measures the price sensitivity of a fixed income security to changes in interest rate.







(i) Market-related characteristics

. Active and sizable market: the asset should have active outright sale or repo
markets at all times. This means that:

- There should be historical evidence of market breadth and market depth. This
could be demonstrated by low bid-ask spreads, high trading volumes, and a
large and diverse number of market participants. Diversity of market
participants reduces market concentration and increases the reliability of the
liquidity in the market.

- There should be robust market infrastructure in place. The presence of
multiple committed market makers increases liquidity as quotes will most
likely be available for buying or selling HQLA.

. Low volatility: Assets whose prices remain relatively stable and are less prone to
sharp price declines over time will have a lower probability of triggering forced sales
to meet liquidity requirements. Volatility of traded prices and spreads are simple
proxy measures of market volatility. There should be historical evidence of relative
stability of market terms (eg prices and haircuts) and volumes during stressed
periods.

o Flight to quality: historically, the market has shown tendencies to move into these
types of assets in a systemic crisis. The correlation between proxies of market
liquidity and banking system stress is one simple measure that could be used.

25. As outlined by these characteristics, the test of whether liquid assets are of “high
quality” is that, by way of sale or repo, their liquidity-generating capacity is assumed to
remain intact even in periods of severe idiosyncratic and market stress. Lower quality assets
typically fail to meet that test. An attempt by a bank to raise liquidity from lower quality assets
under conditions of severe market stress would entail acceptance of a large fire-sale
discount or haircut to compensate for high market risk. That may not only erode the market’s
confidence in the bank, but would also generate mark-to-market losses for banks holding
similar instruments and add to the pressure on their liquidity position, thus encouraging
further fire sales and declines in prices and market liquidity. In these circumstances, private
market liquidity for such instruments is likely to disappear quickly.

26. HQLA (except Level 2B assets as defined below) should ideally be eligible at central
banks® for intraday liquidity needs and overnight liquidity facilities. In the past, central banks
have provided a further backstop to the supply of banking system liquidity under conditions of
severe stress. Central bank eligibility should thus provide additional confidence that banks
are holding assets that could be used in events of severe stress without damaging the
broader financial system. That in turn would raise confidence in the safety and soundness of
liquidity risk management in the banking system.

27. It should be noted however, that central bank eligibility does not by itself constitute
the basis for the categorisation of an asset as HQLA.

In most jurisdictions, HQLA should be central bank eligible in addition to being liquid in markets during
stressed periods. In jurisdictions where central bank eligibility is limited to an extremely narrow list of assets, a
supervisor may allow unencumbered, non-central bank eligible assets that meet the qualifying criteria for
Level 1 or Level 2 assets to count as part of the stock (see Definition of HQLA beginning from paragraph 45).







2. Operational requirements

28. All assets in the stock of HQLA are subject to the following operational
requirements. The purpose of the operational requirements is to recognise that not all assets
outlined in paragraphs 49-54 that meet the asset class, risk-weighting and credit-rating
criteria should be eligible for the stock as there are other operational restrictions on the
availability of HQLA that can prevent timely monetisation during a stress period.

29. These operational requirements are designed to ensure that the stock of HQLA is
managed in such a way that the bank can, and is able to demonstrate that it can,
immediately use the stock of assets as a source of contingent funds that is available for the
bank to convert into cash through outright sale or repo, to fill funding gaps between cash
inflows and outflows at any time during the 30-day stress period, with no restriction on the
use of the liquidity generated.

30. A bank should periodically monetise a representative proportion of the assets in the
stock through repo or outright sale, in order to test its access to the market, the effectiveness
of its processes for monetisation, the availability of the assets, and to minimise the risk of
negative signalling during a period of actual stress.

31. All assets in the stock should be unencumbered. “Unencumbered” means free of
legal, regulatory, contractual or other restrictions on the ability of the bank to liquidate, sell,
transfer, or assign the asset. An asset in the stock should not be pledged (either explicitly or
implicitly) to secure, collateralise or credit-enhance any transaction, nor be designated to
cover operational costs (such as rents and salaries). Assets received in reverse repo and
securities financing transactions that are held at the bank, have not been rehypothecated,
and are legally and contractually available for the bank's use can be considered as part of
the stock of HQLA. In addition, assets which qualify for the stock of HQLA that have been
pre-positioned or deposited with, or pledged to, the central bank or a public sector entity
(PSE) but have not been used to generate liquidity may be included in the stock.®

32. A bank should exclude from the stock those assets that, although meeting the
definition of “unencumbered” specified in paragraph 31, the bank would not have the
operational capability to monetise to meet outflows during the stress period. Operational
capability to monetise assets requires having procedures and appropriate systems in place,
including providing the function identified in paragraph 33 with access to all necessary
information to execute monetisation of any asset at any time. Monetisation of the asset must
be executable, from an operational perspective, in the standard settlement period for the
asset class in the relevant jurisdiction.

33. The stock should be under the control of the function charged with managing the
liquidity of the bank (eg the treasurer), meaning the function has the continuous authority,
and legal and operational capability, to monetise any asset in the stock. Control must be
evidenced either by maintaining assets in a separate pool managed by the function with the
sole intent for use as a source of contingent funds, or by demonstrating that the function can
monetise the asset at any point in the 30-day stress period and that the proceeds of doing so
are available to the function throughout the 30-day stress period without directly conflicting

If a bank has deposited, pre-positioned or pledged Level 1, Level 2 and other assets in a collateral pool and
no specific securities are assigned as collateral for any transactions, it may assume that assets are
encumbered in order of increasing liquidity value in the LCR, ie assets ineligible for the stock of HQLA are
assigned first, followed by Level 2B assets, then Level 2A and finally Level 1. This determination must be
made in compliance with any requirements, such as concentration or diversification, of the central bank or
PSE.







with a stated business or risk management strategy. For example, an asset should not be
included in the stock if the sale of that asset, without replacement throughout the 30-day
period, would remove a hedge that would create an open risk position in excess of internal
limits.

34. A bank is permitted to hedge the market risk associated with ownership of the stock
of HQLA and still include the assets in the stock. If it chooses to hedge the market risk, the
bank should take into account (in the market value applied to each asset) the cash outflow
that would arise if the hedge were to be closed out early (in the event of the asset being
sold).

35. In accordance with Principle 9 of the Sound Principles a bank “should monitor the
legal entity and physical location where collateral is held and how it may be mobilised in a
timely manner”. Specifically, it should have a policy in place that identifies legal entities,
geographical locations, currencies and specific custodial or bank accounts where HQLA are
held. In addition, the bank should determine whether any such assets should be excluded for
operational reasons and therefore, have the ability to determine the composition of its stock
on a daily basis.

36. As noted in paragraphs 171 and 172, qualifying HQLA that are held to meet
statutory liquidity requirements at the legal entity or sub-consolidated level (where applicable)
may only be included in the stock at the consolidated level to the extent that the related risks
(as measured by the legal entity’s or sub-consolidated group’s net cash outflows in the LCR)
are also reflected in the consolidated LCR. Any surplus of HQLA held at the legal entity can
only be included in the consolidated stock if those assets would also be freely available to
the consolidated (parent) entity in times of stress.

37. In assessing whether assets are freely transferable for regulatory purposes, banks
should be aware that assets may not be freely available to the consolidated entity due to
regulatory, legal, tax, accounting or other impediments. Assets held in legal entities without
market access should only be included to the extent that they can be freely transferred to
other entities that could monetise the assets.

38. In certain jurisdictions, large, deep and active repo markets do not exist for eligible
asset classes, and therefore such assets are likely to be monetised through outright sale. In
these circumstances, a bank should exclude from the stock of HQLA those assets where
there are impediments to sale, such as large fire-sale discounts which would cause it to
breach minimum solvency requirements, or requirements to hold such assets, including, but
not limited to, statutory minimum inventory requirements for market making.

39. Banks should not include in the stock of HQLA any assets, or liquidity generated
from assets, they have received under right of rehypothecation, if the beneficial owner has
the contractual right to withdraw those assets during the 30-day stress period.*°

40. Assets received as collateral for derivatives transactions that are not segregated
and are legally able to be rehypothecated may be included in the stock of HQLA provided
that the bank records an appropriate outflow for the associated risks as set out in
paragraph 116.

19 Refer to paragraph 146 for the appropriate treatment if the contractual withdrawal of such assets would lead to

a short position (eg because the bank had used the assets in longer-term securities financing transactions).







41. As stated in Principle 8 of the Sound Principles, a bank should actively manage its
intraday liquidity positions and risks to meet payment and settlement obligations on a timely
basis under both normal and stressed conditions and thus contribute to the smooth
functioning of payment and settlement systems. Banks and regulators should be aware that
the LCR stress scenario does not cover expected or unexpected intraday liquidity needs.

42. While the LCR is expected to be met and reported in a single currency, banks are
expected to be able to meet their liquidity needs in each currency and maintain HQLA
consistent with the distribution of their liquidity needs by currency. The bank should be able
to use the stock to generate liquidity in the currency and jurisdiction in which the net cash
outflows arise. As such, the LCR by currency is expected to be monitored and reported to
allow the bank and its supervisor to track any potential currency mismatch issues that could
arise, as outlined in Part 2. In managing foreign exchange liquidity risk, the bank should take
into account the risk that its ability to swap currencies and access the relevant foreign
exchange markets may erode rapidly under stressed conditions. It should be aware that
sudden, adverse exchange rate movements could sharply widen existing mismatched
positions and alter the effectiveness of any foreign exchange hedges in place.

43. In order to mitigate cliff effects that could arise, if an eligible liquid asset became
ineligible (eg due to rating downgrade), a bank is permitted to keep such assets in its stock of
liquid assets for an additional 30 calendar days. This would allow the bank additional time to
adjust its stock as needed or replace the asset.

3. Diversification of the stock of HQLA

44, The stock of HQLA should be well diversified within the asset classes themselves
(except for sovereign debt of the bank’s home jurisdiction or from the jurisdiction in which the
bank operates; central bank reserves; central bank debt securities; and cash). Although
some asset classes are more likely to remain liquid irrespective of circumstances, ex-ante it
is not possible to know with certainty which specific assets within each asset class might be
subject to shocks ex-post. Banks should therefore have policies and limits in place in order to
avoid concentration with respect to asset types, issue and issuer types, and currency
(consistent with the distribution of net cash outflows by currency) within asset classes.

4. Definition of HQLA

45, The stock of HQLA should comprise assets with the characteristics outlined in
paragraphs 24-27. This section describes the type of assets that meet these characteristics
and can therefore be included in the stock.

46. There are two categories of assets that can be included in the stock. Assets to be
included in each category are those that the bank is holding on the first day of the stress
period, irrespective of their residual maturity. “Level 1" assets can be included without limit,
while “Level 2" assets can only comprise up to 40% of the stock.

47. Supervisors may also choose to include within Level 2 an additional class of assets
(Level 2B assets - see paragraph 53 below). If included, these assets should comprise no
more than 15% of the total stock of HQLA. They must also be included within the overall 40%
cap on Level 2 assets.

48. The 40% cap on Level 2 assets and the 15% cap on Level 2B assets should be
determined after the application of required haircuts, and after taking into account the unwind
of short-term securities financing transactions and collateral swap transactions maturing
within 30 calendar days that involve the exchange of HQLA. In this context, short term
transactions are transactions with a maturity date up to and including 30 calendar days. The
details of the calculation methodology are provided in Annex 1.







(i)

Level 1 assets

49, Level 1 assets can comprise an unlimited share of the pool and are not subject to a
haircut under the LCR.'! However, national supervisors may wish to require haircuts for
Level 1 securities based on, among other things, their duration, credit and liquidity risk, and
typical repo haircuts.

50.

(@)
(b)

(c)

(d)

11

12

13

14

15

16

Level 1 assets are limited to:
coins and banknotes:;

central bank reserves (including required reserves),™ to the extent that the central
bank policies allow them to be drawn down in times of stress;™

marketable securities representing claims on or guaranteed by sovereigns, central
banks, PSEs, the Bank for International Settlements, the International Monetary
Fund, the European Central Bank and European Community, or multilateral
development banks,** and satisfying all of the following conditions:

o assigned a 0% risk-weight under the Basel Il Standardised Approach for
credit risk;*®

o traded in large, deep and active repo or cash markets characterised by a
low level of concentration;

o have a proven record as a reliable source of liquidity in the markets (repo or
sale) even during stressed market conditions; and

o not an obligation of a financial institution or any of its affiliated entities.*®

where the sovereign has a non-0% risk weight, sovereign or central bank debt
securities issued in domestic currencies by the sovereign or central bank in the
country in which the liquidity risk is being taken or in the bank’s home country; and

For purpose of calculating the LCR, Level 1 assets in the stock of HQLA should be measured at an amount no
greater than their current market value.

In this context, central bank reserves would include banks’ overnight deposits with the central bank, and term
deposits with the central bank that: (i) are explicitly and contractually repayable on notice from the depositing
bank; or (ii) that constitute a loan against which the bank can borrow on a term basis or on an overnight but
automatically renewable basis (only where the bank has an existing deposit with the relevant central bank).
Other term deposits with central banks are not eligible for the stock of HQLA; however, if the term expires
within 30 days, the term deposit could be considered as an inflow per paragraph 154.

Local supervisors should discuss and agree with the relevant central bank the extent to which central bank
reserves should count towards the stock of liquid assets, ie the extent to which reserves are able to be drawn
down in times of stress.

The Basel Il liquidity framework follows the categorisation of market participants applied in the Basel Il
Framework, unless otherwise specified.

Paragraph 50(c) includes only marketable securities that qualify for Basel Il paragraph 53. When a 0% risk-
weight has been assigned at national discretion according to the provision in paragraph 54 of the Basel I
Standardised Approach, the treatment should follow paragraph 50(d) or 50(e).

This requires that the holder of the security must not have recourse to the financial institution or any of the
financial institution's affiliated entities. In practice, this means that securities, such as government-guaranteed
issuance during the financial crisis, which remain liabilities of the financial institution, would not qualify for the
stock of HQLA. The only exception is when the bank also qualifies as a PSE under the Basel Il Framework
where securities issued by the bank could qualify for Level 1 assets if all necessary conditions are satisfied.







(e)

(ii)

where the sovereign has a non-0% risk weight, domestic sovereign or central bank
debt securities issued in foreign currencies are eligible up to the amount of the
bank’s stressed net cash outflows in that specific foreign currency stemming from
the bank’s operations in the jurisdiction where the bank’s liquidity risk is being taken.

Level 2 assets

51. Level 2 assets (comprising Level 2A assets and any Level 2B assets permitted by
the supervisor) can be included in the stock of HQLA, subject to the requirement that they
comprise no more than 40% of the overall stock after haircuts have been applied. The
method for calculating the cap on Level 2 assets and the cap on Level 2B assets is set out in
paragraph 48 and Annex 1.

52. A 15% haircut is applied to the current market value of each Level 2A asset held in
the stock of HQLA. Level 2A assets are limited to the following:

(@)

(b)

17

18

19

20

Marketable securities representing claims on or guaranteed by sovereigns, central
banks, PSEs or multilateral development banks that satisfy all of the following
conditions:*’

. assigned a 20% risk weight under the Basel Il Standardised Approach for
credit risk;
. traded in large, deep and active repo or cash markets characterised by a

low level of concentration;

. have a proven record as a reliable source of liquidity in the markets (repo or
sale) even during stressed market conditions (ie maximum decline of price
not exceeding 10% or increase in haircut not exceeding 10 percentage
points over a 30-day period during a relevant period of significant liquidity
stress); and

. not an obligation of a financial institution or any of its affiliated entities.*®

Corporate debt securities (including commercial paper)™ and covered bonds?® that
satisfy all of the following conditions:

o in the case of corporate debt securities: not issued by a financial
institution or any of its affiliated entities;

o in the case of covered bonds: not issued by the bank itself or any of its
affiliated entities;

Paragraphs 50(d) and (e) may overlap with paragraph 52(a) in terms of sovereign and central bank securities
with a 20% risk weight. In such a case, the assets can be assigned to the Level 1 category according to
Paragraph 50(d) or (e), as appropriate.

Refer to footnote 16.

Corporate debt securities (including commercial paper) in this respect include only plain-vanilla assets whose
valuation is readily available based on standard methods and does not depend on private knowledge, ie these
do not include complex structured products or subordinated debt.

Covered bonds are bonds issued and owned by a bank or mortgage institution and are subject by law to
special public supervision designed to protect bond holders. Proceeds deriving from the issue of these bonds
must be invested in conformity with the law in assets which, during the whole period of the validity of the
bonds, are capable of covering claims attached to the bonds and which, in the event of the failure of the
issuer, would be used on a priority basis for the reimbursement of the principal and payment of the accrued
interest.







. either (i) have a long-term credit rating from a recognised external credit
assessment institution (ECAI) of at least AA-?! or in the absence of a
long term rating, a short-term rating equivalent in quality to the long-term
rating; or (ii) do not have a credit assessment by a recognised ECAI but
are internally rated as having a probability of default (PD) corresponding
to a credit rating of at least AA-;

. traded in large, deep and active repo or cash markets characterised by a
low level of concentration; and

o have a proven record as a reliable source of liquidity in the markets (repo
or sale) even during stressed market conditions: ie maximum decline of
price or increase in haircut over a 30-day period during a relevant period
of significant liquidity stress not exceeding 10%.

(iii) Level 2B assets

53. Certain additional assets (Level 2B assets) may be included in Level 2 at the
discretion of national authorities. In choosing to include these assets in Level 2 for the
purpose of the LCR, supervisors are expected to ensure that such assets fully comply with
the qualifying criteria.?? Supervisors are also expected to ensure that banks have appropriate
systems and measures to monitor and control the potential risks (eg credit and market risks)
that banks could be exposed to in holding these assets.

54. A larger haircut is applied to the current market value of each Level 2B asset held in
the stock of HQLA. Level 2B assets are limited to the following:

(a) Residential mortgage backed securities (RMBS) that satisfy all of the following
conditions may be included in Level 2B, subject to a 25% haircut:

o not issued by, and the underlying assets have not been originated by the bank
itself or any of its affiliated entities;

o have a long-term credit rating from a recognised ECAI of AA or higher, or in
the absence of a long term rating, a short-term rating equivalent in quality to
the long-term rating;

o traded in large, deep and active repo or cash markets characterised by a low
level of concentration;

o have a proven record as a reliable source of liquidity in the markets (repo or
sale) even during stressed market conditions, ie a maximum decline of price
not exceeding 20% or increase in haircut over a 30-day period not exceeding
20 percentage points during a relevant period of significant liquidity stress;

. the underlying asset pool is restricted to residential mortgages and cannot
contain structured products;

% In the event of split ratings, the applicable rating should be determined according to the method used in

Basel II's standardised approach for credit risk. Local rating scales (rather than international ratings) of a
supervisor-approved ECAI that meet the eligibility criteria outlined in paragraph 91 of the Basel Il Capital
Framework can be recognised if corporate debt securities or covered bonds are held by a bank for local
currency liquidity needs arising from its operations in that local jurisdiction. This also applies to Level 2B
assets.

2 As with all aspects of the framework, compliance with these criteria will be assessed as part of peer reviews

undertaken under the Committee’s Regulatory Consistency Assessment Programme.







the underlying mortgages are “full recourse” loans (ie in the case of
foreclosure the mortgage owner remains liable for any shortfall in sales
proceeds from the property) and have a maximum loan-to-value ratio (LTV) of
80% on average at issuance; and

the securitisations are subject to “risk retention” regulations which require
issuers to retain an interest in the assets they securitise.

(b) Corporate debt securities (including commercial paper)® that satisfy all of the
following conditions may be included in Level 2B, subject to a 50% haircut:

not issued by a financial institution or any of its affiliated entities;

either (i) have a long-term credit rating from a recognised ECAI between A+
and BBB- or in the absence of a long term rating, a short-term rating
equivalent in quality to the long-term rating; or (i) do not have a credit
assessment by a recognised ECAI and are internally rated as having a PD
corresponding to a credit rating of between A+ and BBB-;

traded in large, deep and active repo or cash markets characterised by a low
level of concentration; and

have a proven record as a reliable source of liquidity in the markets (repo or
sale) even during stressed market conditions, ie a maximum decline of price
not exceeding 20% or increase in haircut over a 30-day period not exceeding
20 percentage points during a relevant period of significant liquidity stress.

(© Common equity shares that satisfy all of the following conditions may be included in
Level 2B, subject to a 50% haircut:

not issued by a financial institution or any of its affiliated entities;
exchange traded and centrally cleared,;

a constituent of the major stock index in the home jurisdiction or where the
liquidity risk is taken, as decided by the supervisor in the jurisdiction where the
index is located;

denominated in the domestic currency of a bank’s home jurisdiction or in the
currency of the jurisdiction where a bank’s liquidity risk is taken;

traded in large, deep and active repo or cash markets characterised by a low
level of concentration; and

have a proven record as a reliable source of liquidity in the markets (repo or
sale) even during stressed market conditions, ie a maximum decline of share
price not exceeding 40% or increase in haircut not exceeding 40 percentage
points over a 30-day period during a relevant period of significant liquidity.

(iv) Treatment for jurisdictions with insufficient HQLA
(@) Assessment of eligibility for alternative liquidity approaches (ALA)
55. Some jurisdictions may have an insufficient supply of Level 1 assets (or both Level 1

and Level 2 assets®) in their domestic currency to meet the aggregate demand of banks with

23

24

Refer to footnote 19.

Insufficiency in Level 2 assets alone does not qualify for the alternative treatment.







significant exposures in this currency. To address this situation, the Committee has
developed alternative treatments for holdings in the stock of HQLA, which are expected to
apply to a limited number of currencies and jurisdictions. Eligibility for such alternative
treatment will be judged on the basis of the qualifying criteria set out in Annex 2 and will be
determined through an independent peer review process overseen by the Committee. The
purpose of this process is to ensure that the alternative treatments are only used when there
is a true shortfall in HQLA in the domestic currency relative to the needs in that currency.®

56. To qualify for the alternative treatment, a jurisdiction should be able to demonstrate
that:
o there is an insufficient supply of HQLA in its domestic currency, taking into
account all relevant factors affecting the supply of, and demand for, such
HQLA;*
o the insufficiency is caused by long-term structural constraints that cannot be

resolved within the medium term;

o it has the capacity, through any mechanism or control in place, to limit or
mitigate the risk that the alternative treatment cannot work as expected; and

o it is committed to observing the obligations relating to supervisory monitoring,
disclosure, and periodic self-assessment and independent peer review of its
eligibility for alternative treatment.

All of the above criteria have to be met to qualify for the alternative treatment.

57. Irrespective of whether a jurisdiction seeking ALA treatment will adopt the phase-in
arrangement set out in paragraph 10 for implementing the LCR, the eligibility for that
jurisdiction to adopt ALA treatment will be based on a fully implemented LCR standard (ie
100% requirement).

(b) Potential options for alternative treatment

58. Option 1 — Contractual committed liquidity facilities from the relevant central bank,
with a fee: For currencies that do not have sufficient HQLA, as determined by reference to
the qualifying principles and criteria, Option 1 would allow banks to access contractual
committed liquidity facilities provided by the relevant central bank (ie relevant given the
currency in question) for a fee. These facilities should not be confused with regular central
bank standing arrangements. In particular, these facilities are contractual arrangements
between the central bank and the commercial bank with a maturity date which, at a
minimum, falls outside the 30-day LCR window. Further, the contract must be irrevocable
prior to maturity and involve no ex-post credit decision by the central bank. Such facilities are
only permissible if there is also a fee for the facility which is charged regardless of the
amount, if any, drawn down against that facility and the fee is set so that banks which claim
the facility line to meet the LCR, and banks which do not, have similar financial incentives to
reduce their exposure to liquidity risk. That is, the fee should be set so that the net yield on
the assets used to secure the facility should not be higher than the net yield on a

% For member states of a monetary union with a common currency, that common currency is considered the

“domestic currency”.

% The assessment of insufficiency is only required to take into account the Level 2B assets if the national

authority chooses to include them within HQLA. In particular, if certain Level 2B assets are not included in the
stock of HQLA in a given jurisdiction, then the assessment of insufficiency in that jurisdiction does not need to
include the stock of Level 2B assets that are available in that jurisdiction.







representative portfolio of Level 1 and Level 2 assets, after adjusting for any material
differences in credit risk. A jurisdiction seeking to adopt Option 1 should justify in the
independent peer review that the fee is suitably set in a manner as prescribed in this
paragraph.

59. Option 2 — Foreign currency HQLA to cover domestic currency liquidity needs: For
currencies that do not have sufficient HQLA, as determined by reference to the qualifying
principles and criteria, Option 2 would allow supervisors to permit banks that evidence a
shortfall of HQLA in the domestic currency (which would match the currency of the
underlying risks) to hold HQLA in a currency that does not match the currency of the
associated liquidity risk, provided that the resulting currency mismatch positions are
justifiable and controlled within limits agreed by their supervisors. Supervisors should restrict
such positions within levels consistent with the bank’s foreign exchange risk management
capacity and needs, and ensure that such positions relate to currencies that are freely and
reliably convertible, are effectively managed by the bank, and would not pose undue risk to
its financial strength. In managing those positions, the bank should take into account the
risks that its ability to swap currencies, and its access to the relevant foreign exchange
markets, may erode rapidly under stressed conditions. It should also take into account that
sudden, adverse exchange rate movements could sharply widen existing mismatch positions
and alter the effectiveness of any foreign exchange hedges in place.

60. To account for foreign exchange risk associated with foreign currency HQLA used to
cover liquidity needs in the domestic currency, such liquid assets should be subject to a
minimum haircut of 8% for major currencies that are active in global foreign exchange
markets.?’ For other currencies, jurisdictions should increase the haircut to an appropriate
level on the basis of historical (monthly) exchange rate volatilities between the currency pair
over an extended period of time.?® If the domestic currency is formally pegged to another
currency under an effective mechanism, the haircut for the pegged currency can be lowered
to a level that reflects the limited exchange rate risk under the peg arrangement. To qualify
for this treatment, the jurisdiction concerned should demonstrate in the independent peer
review the effectiveness of its currency peg mechanism and assess the long-term prospect
of keeping the peg.

61. Haircuts for foreign currency HQLA used under Option 2 would apply only to HQLA
in excess of a threshold specified by supervisors which is not greater than 25%.% This is to
accommodate a certain level of currency mismatch that may commonly exist among banks in
their ordinary course of business.

62. Option 3 — Additional use of Level 2 assets with a higher haircut: This option
addresses currencies for which there are insufficient Level 1 assets, as determined by
reference to the qualifying principles and criteria, but where there are sufficient Level 2A

?" These refer to currencies that exhibit significant and active market turnover in the global foreign currency

market (eg the average market turnover of the currency as a percentage of the global foreign currency market
turnover over a ten-year period is not lower than 10%).

%8 As an illustration, the exchange rate volatility data used for deriving the FX haircut may be based on the 30-

day moving FX price volatility data (mean + 3 standard deviations) of the currency pair over a ten-year period,
adjusted to align with the 30-day time horizon of the LCR.

% The threshold for applying the haircut under Option 2 refers to the amount of foreign currency HQLA used to

cover liquidity needs in the domestic currency as a percentage of total net cash outflows in the domestic
currency. Hence under a threshold of 25%, a bank using Option 2 will only need to apply the haircut to that
portion of foreign currency HQLA in excess of 25% that are used to cover liquidity needs in the domestic
currency.







assets. In this case, supervisors may choose to allow banks that evidence a shortfall of
HQLA in the domestic currency (to match the currency of the liquidity risk incurred) to hold
additional Level 2A assets in the stock. These additional Level 2A assets would be subject to
a minimum haircut of 20%, ie 5% higher than the 15% haircut applicable to Level 2A assets
that are included in the 40% cap. The higher haircut is used to cover any additional price and
market liquidity risks arising from increased holdings of Level 2A assets beyond the 40%
cap, and to provide a disincentive for banks to use this option based on yield
considerations.*® Supervisors have the obligation to conduct an analysis to assess whether
the additional haircut is sufficient for Level 2A assets in their markets, and should increase
the haircut if this is warranted to achieve the purpose for which it is intended. Supervisors
should explain and justify the outcome of the analysis (including the level of increase in the
haircut, if applicable) during the independent peer review assessment process. Any Level 2B
assets held by the bank would remain subject to the cap of 15%, regardless of the amount of
other Level 2 assets held.

(© Maximum level of usage of options for alternative treatment

63. The usage of any of the above options would be constrained by a limit specified by
supervisors in jurisdictions whose currency is eligible for the alternative treatment. The limit
should be expressed in terms of the maximum amount of HQLA associated with the use of
the options (whether individually or in combination) that a bank is allowed to include in its
LCR, as a percentage of the total amount of HQLA the bank is required to hold in the
currency concerned.* HQLA associated with the options refer to: (i) in the case of Option 1,
the amount of committed liquidity facilities granted by the relevant central bank; (ii) in the
case of Option 2, the amount of foreign currency HQLA used to cover the shortfall of HQLA
in the domestic currency; and (iii) in the case of Option 3, the amount of Level 2 assets held
(including those within the 40% cap).

64. If, for example, the maximum level of usage of the options is set at 80%, it means
that a bank adopting the options, either individually or in combination, would only be allowed
to include HQLA associated with the options (after applying any relevant haircut) up to 80%
of the required amount of HQLA in the relevant currency.® Thus, at least 20% of the HQLA
requirement will have to be met by Level 1 assets in the relevant currency. The maximum
usage of the options is of course further constrained by the bank’s actual shortfall of HQLA in
the currency concerned.

65. The appropriateness of the maximum level of usage of the options allowed by a
supervisor will be evaluated in the independent peer review process. The level set should be
consistent with the projected size of the HQLA gap faced by banks subject to the LCR in the
currency concerned, taking into account all relevant factors that may affect the size of the
gap over time. The supervisor should explain how this level is derived, and justify why this is
supported by the insufficiency of HQLA in the banking system. Where a relatively high level

% For example, a situation to avoid is that the opportunity cost of holding a portfolio that benefits from this option

would be lower than the opportunity cost of holding a theoretical compliant portfolio of Level 1 and Level 2
assets, after adjusting for any material differences in credit risk.

% The required amount of HQLA in the domestic currency includes any regulatory buffer (ie above the 100%

LCR standard) that the supervisor may reasonably impose on the bank concerned based on its liquidity risk
profile.

% Asan example, if a bank has used Option 1 and Option 3 to the extent that it has been granted an Option 1

facility of 10%, and held Level 2 assets of 55% after haircut (both in terms of the required amount of HQLA in
the domestic currency), the HQLA associated with the use of these two options amount to 65% (ie 10%+55%),
which is still within the 80% level. The total amount of alternative HQLA used is 25% (ie 10% + 15%
(additional Level 2A assets used)).







of usage of the options is allowed by the supervisor (eg over 80%), the suitability of this level
will come under closer scrutiny in the independent peer review.

(d) Supervisory obligations and requirements

66. A jurisdiction with insufficient HQLA must, among other things, fulfil the following
obligations (the detailed requirements are set out in Annex 2):

o Supervisory monitoring: There should be a clearly documented supervisory
framework for overseeing and controlling the usage of the options by its banks, and
for monitoring their compliance with the relevant requirements applicable to their use
of the options;

o Disclosure framework: The jurisdiction should disclose its framework for applying the
options to its banks (whether on its website or through other means). The disclosure
should enable other national supervisors and stakeholders to gain a sufficient
understanding of its compliance with the qualifying principles and criteria and the
manner in which it supervises the use of the options by its banks;

o Periodic self-assessment of eligibility for alternative treatment: The jurisdiction
should perform a self-assessment of its eligibility for alternative treatment every five
years after it has adopted the options, and disclose the results to other national
supervisors and stakeholders.

67. Supervisors in jurisdictions with insufficient HQLA should devise rules and
requirements governing the use of the options by their banks, having regard to the guiding
principles set out below. (Annex 3 includes additional guidance on banks’ usage of ALA.)

o Principle 1: Supervisors should ensure that banks’ use of the options is not simply
an economic choice that maximises the profits of the bank through the selection of
alternative HQLA based primarily on vyield considerations. The liquidity
characteristics of an alternative HQLA portfolio must be considered to be more
important than its net yield.

o Principle 2: Supervisors should ensure that the use of the options is constrained,
both for all banks with exposures in the relevant currency and on a bank-by-bank
basis.

o Principle 3: Supervisors should ensure that banks have, to the extent practicable,

taken reasonable steps to use Level 1 and Level 2 assets and reduce their overall
level of liquidity risk to improve the LCR, before the alternative treatment can be
applied.

o Principle 4: Supervisors should have a mechanism for restraining the usage of the
options to mitigate risks of non-performance of the alternative HQLA.

(v) Treatment for Shari’ah compliant banks

68. Shari'ah compliant banks face a religious prohibition on holding certain types of
assets, such as interest-bearing debt securities. Even in jurisdictions that have a sufficient
supply of HQLA, an insurmountable impediment to the ability of Shari’ah compliant banks to
meet the LCR requirement may still exist. In such cases, national supervisors in jurisdictions
in which Shari'ah compliant banks operate have the discretion to define Shari'ah compliant
financial products (such as Sukuk) as alternative HQLA applicable to such banks only,
subject to such conditions or haircuts that the supervisors may require. It should be noted
that the intention of this treatment is not to allow Shari'ah compliant banks to hold fewer
HQLA. The minimum LCR standard, calculated based on alternative HQLA (post-haircut)
recognised as HQLA for these banks, should not be lower than the minimum LCR standard
applicable to other banks in the jurisdiction concerned. National supervisors applying such







treatment for Shari'ah compliant banks should comply with supervisory monitoring and
disclosure obligations similar to those set out in paragraph 66 above.

B. Total net cash outflows

69. The term total net cash outflows® is defined as the total expected cash outflows
minus total expected cash inflows in the specified stress scenario for the subsequent 30
calendar days. Total expected cash outflows are calculated by multiplying the outstanding
balances of various categories or types of liabilities and off-balance sheet commitments by
the rates at which they are expected to run off or be drawn down. Total expected cash
inflows are calculated by multiplying the outstanding balances of various categories of
contractual receivables by the rates at which they are expected to flow in under the scenario
up to an aggregate cap of 75% of total expected cash outflows.

Total net cash outflows over the next 30 calendar days = Total expected cash outflows — Min
{total expected cash inflows; 75% of total expected cash outflows}

70. While most roll-off rates, draw-down rates and similar factors are harmonised across
jurisdictions as outlined in this standard, a few parameters are to be determined by
supervisory authorities at the national level. Where this is the case, the parameters should be
transparent and made publicly available.

71. Annex 4 provides a summary of the factors that are applied to each category.

72. Banks will not be permitted to double count items, ie if an asset is included as part of
the “stock of HQLA” (ie the numerator), the associated cash inflows cannot also be counted
as cash inflows (ie part of the denominator). Where there is potential that an item could be
counted in multiple outflow categories, (eg committed liquidity facilities granted to cover debt
maturing within the 30 calendar day period), a bank only has to assume up to the maximum
contractual outflow for that product.

1. Cash outflows
0] Retail deposit run-off
73. Retail deposits are defined as deposits placed with a bank by a natural person.

Deposits from legal entities, sole proprietorships or partnerships are captured in wholesale
deposit categories. Retail deposits subject to the LCR include demand deposits and term
deposits, unless otherwise excluded under the criteria set out in paragraphs 82 and 83.

74. These retail deposits are divided into “stable” and “less stable” portions of funds as
described below, with minimum run-off rates listed for each category. The run-off rates for
retail deposits are minimum floors, with higher run-off rates established by individual
jurisdictions as appropriate to capture depositor behaviour in a period of stress in each
jurisdiction.

% Where applicable, cash inflows and outflows should include interest that is expected to be received and paid

during the 30-day time horizon.







(a) Stable deposits (run-off rate = 3% and higher)

75. Stable deposits, which usually receive a run-off factor of 5%, are the amount of the
deposits that are fully insured® by an effective deposit insurance scheme or by a public
guarantee that provides equivalent protection and where:

o the depositors have other established relationships with the bank that make deposit
withdrawal highly unlikely; or

o the deposits are in transactional accounts (eg accounts where salaries are
automatically deposited).

76. For the purposes of this standard, an “effective deposit insurance scheme” refers to
a scheme (i) that guarantees that it has the ability to make prompt payouts, (ii) for which the
coverage is clearly defined and (iii) of which public awareness is high. The deposit insurer in
an effective deposit insurance scheme has formal legal powers to fulfil its mandate and is
operationally independent, transparent and accountable. A jurisdiction with an explicit and
legally binding sovereign deposit guarantee that effectively functions as deposit insurance
can be regarded as having an effective deposit insurance scheme.

77. The presence of deposit insurance alone is not sufficient to consider a deposit
“stable”.
78. Jurisdictions may choose to apply a run-off rate of 3% to stable deposits in their

jurisdiction, if they meet the above stable deposit criteria and the following additional criteria
for deposit insurance schemes:*®

o the insurance scheme is based on a system of prefunding via the periodic collection
of levies on banks with insured deposits;*

o the scheme has adequate means of ensuring ready access to additional funding in
the event of a large call on its reserves, eg an explicit and legally binding guarantee
from the government, or a standing authority to borrow from the government; and

# “Fully insured” means that 100% of the deposit amount, up to the deposit insurance limit, is covered by an
effective deposit insurance scheme. Deposit balances up to the deposit insurance limit can be treated as “fully
insured” even if a depositor has a balance in excess of the deposit insurance limit. However, any amount in
excess of the deposit insurance limit is to be treated as “less stable”. For example, if a depositor has a deposit
of 150 that is covered by a deposit insurance scheme, which has a limit of 100, where the depositor would
receive at least 100 from the deposit insurance scheme if the financial institution were unable to pay, then 100
would be considered “fully insured” and treated as stable deposits while 50 would be treated as less stable
deposits. However if the deposit insurance scheme only covered a percentage of the funds from the first
currency unit (eg 90% of the deposit amount up to a limit of 100) then the entire 150 deposit would be less
stable.

% The Financial Stability Board has asked the International Association of Deposit Insurers (IADI), in conjunction

with the Basel Committee and other relevant bodies where appropriate, to update its Core Principles and other
guidance to better reflect leading practices. The criteria in this paragraph will therefore be reviewed by the
Committee once the work by IADI has been completed.

% The requirement for periodic collection of levies from banks does not preclude that deposit insurance schemes

may, on occasion, provide for contribution holidays due to the scheme being well-funded at a given point in
time.







. access to insured deposits is available to depositors in a short period of time once
the deposit insurance scheme is triggered.*’

Jurisdictions applying the 3% run-off rate to stable deposits with deposit insurance
arrangements that meet the above criteria should be able to provide evidence of run-off rates
for stable deposits within the banking system below 3% during any periods of stress
experienced that are consistent with the conditions within the LCR.

(b) Less stable deposits (run-off rates = 10% and higher)

79. Supervisory authorities are expected to develop additional buckets with higher run-
off rates as necessary to apply to buckets of potentially less stable retail deposits in their
jurisdictions, with a minimum run-off rate of 10%. These jurisdiction-specific run-off rates
should be clearly outlined and publicly transparent. Buckets of less stable deposits could
include deposits that are not fully covered by an effective deposit insurance scheme or
sovereign deposit guarantee, high-value deposits, deposits from sophisticated or high net
worth individuals, deposits that can be withdrawn quickly (eg internet deposits) and foreign
currency deposits, as determined by each jurisdiction.

80. If a bank is not able to readily identify which retail deposits would qualify as “stable”
according to the above definition (eg the bank cannot determine which deposits are covered
by an effective deposit insurance scheme or a sovereign deposit guarantee), it should place
the full amount in the “less stable” buckets as established by its supervisor.

81. Foreign currency retail deposits are deposits denominated in any other currency
than the domestic currency in a jurisdiction in which the bank operates. Supervisors will
determine the run-off factor that banks in their jurisdiction should use for foreign currency
deposits. Foreign currency deposits will be considered as “less stable” if there is a reason to
believe that such deposits are more volatile than domestic currency deposits. Factors
affecting the volatility of foreign currency deposits include the type and sophistication of the
depositors, and the nature of such deposits (eg whether the deposits are linked to business
needs in the same currency, or whether the deposits are placed in a search for yield).

82. Cash outflows related to retail term deposits with a residual maturity or withdrawal
notice period of greater than 30 days will be excluded from total expected cash outflows if the
depositor has no legal right to withdraw deposits within the 30-day horizon of the LCR, or if
early Wiggdrawal results in a significant penalty that is materially greater than the loss of
interest.

83. If a bank allows a depositor to withdraw such deposits without applying the
corresponding penalty, or despite a clause that says the depositor has no legal right to
withdraw, the entire category of these funds would then have to be treated as demand
deposits (ie regardless of the remaining term, the deposits would be subject to the deposit
run-off rates as specified in paragraphs 74-81). Supervisors in each jurisdiction may choose
to outline exceptional circumstances that would qualify as hardship, under which the
exceptional term deposit could be withdrawn by the depositor without changing the treatment
of the entire pool of deposits.

3" This period of time would typically be expected to be no more than 7 business days.

B Ifa portion of the term deposit can be withdrawn without incurring such a penalty, only that portion should be

treated as a demand deposit. The remaining balance of the deposit should be treated as a term deposit.







84. Notwithstanding the above, supervisors may also opt to treat retail term deposits
that meet the qualifications set out in paragraph 82 with a higher than 0% run-off rate, if they
clearly state the treatment that applies for their jurisdiction and apply this treatment in a
similar fashion across banks in their jurisdiction. Such reasons could include, but are not
limited to, supervisory concerns that depositors would withdraw term deposits in a similar
fashion as retail demand deposits during either normal or stress times, concern that banks
may repay such deposits early in stressed times for reputational reasons, or the presence of
unintended incentives on banks to impose material penalties on consumers if deposits are
withdrawn early. In these cases supervisors would assess a higher run-off against all or
some of such deposits.

(ii) Unsecured wholesale funding run-off

85. For the purposes of the LCR, "unsecured wholesale funding” is defined as those
liabilities and general obligations that are raised from non-natural persons (ie legal entities,
including sole proprietorships and partnerships) and are not collateralised by legal rights to
specifically designated assets owned by the borrowing institution in the case of bankruptcy,
insolvency, liquidation or resolution. Obligations related to derivative contracts are explicitly
excluded from this definition.

86. The wholesale funding included in the LCR is defined as all funding that is callable
within the LCR'’s horizon of 30 days or that has its earliest possible contractual maturity date
situated within this horizon (such as maturing term deposits and unsecured debt securities)
as well as funding with an undetermined maturity. This should include all funding with options
that are exercisable at the investor's discretion within the 30 calendar day horizon. For
funding with options exercisable at the bank’s discretion, supervisors should take into
account reputational factors that may limit a bank's ability not to exercise the option.*® In
particular, where the market expects certain liabilities to be redeemed before their legal final
maturity date, banks and supervisors should assume such behaviour for the purpose of the
LCR and include these liabilities as outflows.

87. Wholesale funding that is callable*® by the funds provider subject to a contractually
defined and binding notice period surpassing the 30-day horizon is not included.

88. For the purposes of the LCR, unsecured wholesale funding is to be categorised as
detailed below, based on the assumed sensitivity of the funds providers to the rate offered
and the credit quality and solvency of the borrowing bank. This is determined by the type of
funds providers and their level of sophistication, as well as their operational relationships with
the bank. The run-off rates for the scenario are listed for each category.

(a) Unsecured wholesale funding provided by small business customers: 5%, 10% and
higher
89. Unsecured wholesale funding provided by small business customers is treated the

same way as retail deposits for the purposes of this standard, effectively distinguishing
between a "stable" portion of funding provided by small business customers and different
buckets of less stable funding defined by each jurisdiction. The same bucket definitions and
associated run-off factors apply as for retail deposits.

% This could reflect a case where a bank may imply that it is under liquidity stress if it did not exercise an option

on its own funding.

%" This takes into account any embedded options linked to the funds provider’s ability to call the funding before

contractual maturity.







90. This category consists of deposits and other extensions of funds made by non-
financial small business customers. “Small business customers” are defined in line with the
definition of loans extended to small businesses in paragraph 231 of the Basel Il framework
that are managed as retail exposures and are generally considered as having similar liquidity
risk characteristics to retail accounts provided the total aggregated funding® raised from one
small business customer is less than €1 million (on a consolidated basis where applicable).

91. Where a bank does not have any exposure to a small business customer that would
enable it to use the definition under paragraph 231 of the Basel Il Framework, the bank may
include such a deposit in this category provided that the total aggregate funding raised from
the customer is less than €1 million (on a consolidated basis where applicable) and the
deposit is managed as a retail deposit. This means that the bank treats such deposits in its
internal risk management systems consistently over time and in the same manner as other
retail deposits, and that the deposits are not individually managed in a way comparable to
larger corporate deposits.

92. Term deposits from small business customers should be treated in accordance with
the treatment for term retail deposits as outlined in paragraph 82, 83, and 84.

(b) Operational deposits generated by clearing, custody and cash management
activities: 25%

93. Certain activities lead to financial and non-financial customers needing to place, or
leave, deposits with a bank in order to facilitate their access and ability to use payment and
settlement systems and otherwise make payments. These funds may receive a 25% run-off
factor only if the customer has a substantive dependency with the bank and the deposit is
required for such activities. Supervisory approval would have to be given to ensure that
banks utilising this treatment actually are conducting these operational activities at the level
indicated. Supervisors may choose not to permit banks to utilise the operational deposit run-
off rates in cases where, for example, a significant portion of operational deposits are
provided by a small proportion of customers (ie concentration risk).

94. Qualifying activities in this context refer to clearing, custody or cash management
activities that meet the following criteria:

. The customer is reliant on the bank to perform these services as an independent
third party intermediary in order to fulfil its normal banking activities over the next 30
days. For example, this condition would not be met if the bank is aware that the
customer has adequate back-up arrangements.

° These services must be provided under a legally binding agreement to institutional
customers.
. The termination of such agreements shall be subject either to a notice period of at

least 30 days or significant switching costs (such as those related to transaction,
information technology, early termination or legal costs) to be borne by the customer
if the operational deposits are moved before 30 days.

4 “Aggregated funding” means the gross amount (ie not netting any form of credit extended to the legal entity) of

all forms of funding (eg deposits or debt securities or similar derivative exposure for which the counterparty is
known to be a small business customer). In addition, applying the limit on a consolidated basis means that
where one or more small business customers are affiliated with each other, they may be considered as a
single creditor such that the limit is applied to the total funding received by the bank from this group of
customers.







95. Quialifying operational deposits generated by such an activity are ones where:

o The deposits are by-products of the underlying services provided by the banking
organisation and not sought out in the wholesale market in the sole interest of
offering interest income.

o The deposits are held in specifically designated accounts and priced without giving
an economic incentive to the customer (not limited to paying market interest rates)
to leave any excess funds on these accounts. In the case that interest rates in a
jurisdiction are close to zero, it would be expected that such accounts are non-
interest bearing. Banks should be particularly aware that during prolonged periods of
low interest rates, excess balances (as defined below) could be significant.

96. Any excess balances that could be withdrawn and would still leave enough funds to
fulfil these clearing, custody and cash management activities do not qualify for the 25%
factor. In other words, only that part of the deposit balance with the service provider that is
proven to serve a customer’s operational needs can qualify as stable. Excess balances
should be treated in the appropriate category for non-operational deposits. If banks are
unable to determine the amount of the excess balance, then the entire deposit should be
assumed to be excess to requirements and, therefore, considered non-operational.

97. Banks must determine the methodology for identifying excess deposits that are
excluded from this treatment. This assessment should be conducted at a sufficiently granular
level to adequately assess the risk of withdrawal in an idiosyncratic stress. The methodology
should take into account relevant factors such as the likelihood that wholesale customers
have above average balances in advance of specific payment needs, and consider
appropriate indicators (eg ratios of account balances to payment or settlement volumes or to
assets under custody) to identify those customers that are not actively managing account
balances efficiently.

98. Operational deposits would receive a 0% inflow assumption for the depositing bank
given that these deposits are required for operational reasons, and are therefore not
available to the depositing bank to repay other outflows.

99. Notwithstanding these operational categories, if the deposit under consideration
arises out of correspondent banking or from the provision of prime brokerage services, it will
be treated as if there were no operational activity for the purpose of determining run-off
factors.*

100. The following paragraphs describe the types of activities that may generate
operational deposits. A bank should assess whether the presence of such an activity does
indeed generate an operational deposit as not all such activities qualify due to differences in
customer dependency, activity and practices.

101. A clearing relationship, in this context, refers to a service arrangement that enables
customers to transfer funds (or securities) indirectly through direct participants in domestic

42 Correspondent banking refers to arrangements under which one bank (correspondent) holds deposits owned

by other banks (respondents) and provides payment and other services in order to settle foreign currency
transactions (eg so-called nostro and vostro accounts used to settle transactions in a currency other than the
domestic currency of the respondent bank for the provision of clearing and settlement of payments). Prime
brokerage is a package of services offered to large active investors, particularly institutional hedge funds.
These services usually include: clearing, settlement and custody; consolidated reporting; financing (margin,
repo or synthetic); securities lending; capital introduction; and risk analytics.







settlement systems to final recipients. Such services are limited to the following activities:
transmission, reconciliation and confirmation of payment orders; daylight overdraft, overnight
financing and maintenance of post-settlement balances; and determination of intra-day and
final settlement positions.

102. A custody relationship, in this context, refers to the provision of safekeeping,
reporting, processing of assets or the facilitation of the operational and administrative
elements of related activities on behalf of customers in the process of their transacting and
retaining financial assets. Such services are limited to the settlement of securities
transactions, the transfer of contractual payments, the processing of collateral, and the
provision of custody related cash management services. Also included are the receipt of
dividends and other income, client subscriptions and redemptions. Custodial services can
furthermore extend to asset and corporate trust servicing, treasury, escrow, funds transfer,
stock transfer and agency services, including payment and settlement services (excluding
correspondent banking), and depository receipts.

103. A cash management relationship, in this context, refers to the provision of cash
management and related services to customers. Cash management services, in this context,
refers to those products and services provided to a customer to manage its cash flows,
assets and liabilities, and conduct financial transactions necessary to the customer’s ongoing
operations. Such services are limited to payment remittance, collection and aggregation of
funds, payroll administration, and control over the disbursement of funds.

104. The portion of the operational deposits generated by clearing, custody and cash
management activities that is fully covered by deposit insurance can receive the same
treatment as “stable” retail deposits

(© Treatment of deposits in institutional networks of cooperative banks: 25% or 100%

105. An institutional network of cooperative (or otherwise named) banks is a group of
legally autonomous banks with a statutory framework of cooperation with common strategic
focus and brand where specific functions are performed by central institutions or specialised
service providers. A 25% run-off rate can be given to the amount of deposits of member
institutions with the central institution or specialised central service providers that are placed
(a) due to statutory minimum deposit requirements, which are registered at regulators or (b)
in the context of common task sharing and legal, statutory or contractual arrangements so
long as both the bank that has received the monies and the bank that has deposited
participate in the same institutional network’s mutual protection scheme against illiquidity and
insolvency of its members. As with other operational deposits, these deposits would receive
a 0% inflow assumption for the depositing bank, as these funds are considered to remain
with the centralised institution.

106. Supervisory approval would have to be given to ensure that banks utilising this
treatment actually are the central institution or a central service provider of such a
cooperative (or otherwise named) network. Correspondent banking activities would not be
included in this treatment and would receive a 100% outflow treatment, as would funds
placed at the central institutions or specialised service providers for any other reason other
than those outlined in (a) and (b) in the paragraph above, or for operational functions of
clearing, custody, or cash management as outlined in paragraphs 101-103.

(d) Unsecured wholesale funding provided by non-financial corporates and sovereigns,
central banks, multilateral development banks, and PSEs: 20% or 40%

107. This category comprises all deposits and other extensions of unsecured funding
from non-financial corporate customers (that are not categorised as small business
customers) and (both domestic and foreign) sovereign, central bank, multilateral







development bank, and PSE customers that are not specifically held for operational
purposes (as defined above). The run-off factor for these funds is 40%, unless the criteria in
paragraph 108 are met.

108. Unsecured wholesale funding provided by non-financial corporate customers,
sovereigns, central banks, multilateral development banks, and PSEs without operational
relationships can receive a 20% run-off factor if the entire amount of the deposit is fully
covered by an effective deposit insurance scheme or by a public guarantee that provides
equivalent protection.

(e) Unsecured wholesale funding provided by other legal entity customers: 100%

109. This category consists of all deposits and other funding from other institutions
(including banks, securities firms, insurance companies, etc), fiduciaries,*® beneficiaries,*
conduits and special purpose vehicles, affiliated entities of the bank*® and other entities that
are not specifically held for operational purposes (as defined above) and not included in the
prior three categories. The run-off factor for these funds is 100%.

110. All notes, bonds and other debt securities issued by the bank are included in this
category regardless of the holder, unless the bond is sold exclusively in the retail market and
held in retail accounts (including small business customer accounts treated as retail per
paragraphs 89-91), in which case the instruments can be treated in the appropriate retail or
small business customer deposit category. To be treated in this manner, it is not sufficient
that the debt instruments are specifically designed and marketed to retail or small business
customers. Rather there should be limitations placed such that those instruments cannot be
bought and held by parties other than retail or small business customers.

111. Customer cash balances arising from the provision of prime brokerage services,
including but not limited to the cash arising from prime brokerage services as identified in
paragraph 99, should be considered separate from any required segregated balances related
to client protection regimes imposed by national regulations, and should not be netted
against other customer exposures included in this standard. These offsetting balances held
in segregated accounts are treated as inflows in paragraph 154 and should be excluded from
the stock of HQLA.

(iii) Secured funding run-off

112. For the purposes of this standard, “secured funding” is defined as those liabilities
and general obligations that are_collateralised by legal rights to specifically designated assets
owned by the borrowing institution in the case of bankruptcy, insolvency, liquidation or
resolution.

113. Loss of secured funding on short-term financing transactions: In this scenario, the
ability to continue to transact repurchase, reverse repurchase and other securities financing
transactions is limited to transactions backed by HQLA or with the bank's domestic

3 Fiduciary is defined in this context as a legal entity that is authorised to manage assets on behalf of a third

party. Fiduciaries include asset management entities such as pension funds and other collective investment
vehicles.

a4 Beneficiary is defined in this context as a legal entity that receives, or may become eligible to receive, benefits

under a will, insurance policy, retirement plan, annuity, trust, or other contract.

4> Outflows on unsecured wholesale funding from affiliated entities of the bank are included in this category

unless the funding is part of an operational relationship, a deposit in an institutional network of cooperative
banks or the affiliated entity of a non-financial corporate.
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sovereign, PSE or central bank.* Collateral swaps should be treated as repurchase or
reverse repurchase agreements, as should any other transaction with a similar form.
Additionally, collateral lent to the bank’s customers to effect short positions*’ should be
treated as a form of secured funding. For the scenario, a bank should apply the following
factors to all outstanding secured funding transactions with maturities within the 30 calendar
day stress horizon, including customer short positions that do not have a specified
contractual maturity. The amount of outflow is calculated based on the amount of funds
raised through the transaction, and not the value of the underlying collateral.

114. Due to the high-quality of Level 1 assets, no reduction in funding availability against
these assets is assumed to occur. Moreover, no reduction in funding availability is expected
for any maturing secured funding transactions with the bank’s domestic central bank. A
reduction in funding availability will be assigned to maturing transactions backed by Level 2
assets equivalent to the required haircuts. A 25% factor is applied for maturing secured
funding transactions with the bank’s domestic sovereign, multilateral development banks, or
domestic PSEs that have a 20% or lower risk weight, when the transactions are backed by
assets other than Level 1 or Level 2A assets, in recognition that these entities are unlikely to
withdraw secured funding from banks in a time of market-wide stress. This, however, gives
credit only for outstanding secured funding transactions, and not for unused collateral or
merely the capacity to borrow.

115. For all other maturing transactions the run-off factor is 100%, including transactions
where a bank has satisfied customers’ short positions with its own long inventory. The table
below summarises the applicable standards:

Categories for outstanding maturing secured Amount to add to cash outflows
funding transactions

o Backed by Level 1 assets or with central banks. 0%
o Backed by Level 2A assets. 15%
o Secured funding transactions with domestic 25%

sovereign, PSEs or multilateral development
banks that are not backed by Level 1 or 2A
assets. PSEs that receive this treatment are
limited to those that have a risk weight of 20% or
lower.

. Backed by RMBS eligible for inclusion in Level 2B

o Backed by other Level 2B assets 50%

. All others 100%

6 In this context, PSEs that receive this treatment should be limited to those that are 20% risk weighted or

better, and “domestic” can be defined as a jurisdiction where a bank is legally incorporated.

7 A customer short position in this context describes a transaction where a bank’s customer sells a security it

does not own, and the bank subsequently obtains the same security from internal or external sources to make
delivery into the sale. Internal sources include the bank’s own inventory of collateral as well as
rehypothecatable collateral held in other customer margin accounts. External sources include collateral
obtained through a securities borrowing, reverse repo, or like transaction.







(iv) Additional requirements

116. Derivatives cash outflows: the sum of all net cash outflows should receive a 100%
factor. Banks should calculate, in accordance with their existing valuation methodologies,
expected contractual derivative cash inflows and outflows. Cash flows may be calculated on
a net basis (ie inflows can offset outflows) by counterparty, only where a valid master netting
agreement exists. Banks should exclude from such calculations those liquidity requirements
that would result from increased collateral needs due to market value movements or falls in
value of collateral posted.*® Options should be assumed to be exercised when they are ‘in
the money’ to the option buyer.

117. Where derivative payments are collateralised by HQLA, cash outflows should be
calculated net of any corresponding cash or collateral inflows that would result, all other
things being equal, from contractual obligations for cash or collateral to be provided to the
bank, if the bank is legally entitled and operationally capable to re-use the collateral in new
cash raising transactions once the collateral is received. This is in line with the principle that
banks should not double count liquidity inflows and outflows.

118. Increased liquidity needs related to downgrade triggers embedded in
financing transactions, derivatives and other contracts: (100% of the amount of
collateral that would be posted for, or contractual cash outflows associated with, any
downgrade up to and including a 3-notch downgrade). Often, contracts governing derivatives
and other transactions have clauses that require the posting of additional collateral,
drawdown of contingent facilities, or early repayment of existing liabilities upon the bank’s
downgrade by a recognised credit rating organisation. The scenario therefore requires that
for each contract in which “downgrade triggers” exist, the bank assumes that 100% of this
additional collateral or cash outflow will have to be posted for any downgrade up to and
including a 3-notch downgrade of the bank’s long-term credit rating. Triggers linked to a
bank’s short-term rating should be assumed to be triggered at the corresponding long-term
rating in accordance with published ratings criteria. The impact of the downgrade should
consider impacts on all types of margin collateral and contractual triggers which change
rehypothecation rights for non-segregated collateral.

119. Increased liquidity needs related to the potential for valuation changes on
posted collateral securing derivative and other transactions: (20% of the value of non-
Level 1 posted collateral). Observation of market practices indicates that most counterparties
to derivatives transactions typically are required to secure the mark-to-market valuation of
their positions and that this is predominantly done using cash or sovereign, central bank,
multilateral development banks, or PSE debt securities with a 0% risk weight under the Basel
Il standardised approach. When these Level 1 liquid asset securities are posted as collateral,
the framework will not require that an additional stock of HQLA be maintained for potential
valuation changes. If however, counterparties are securing mark-to-market exposures with
other forms of collateral, to cover the potential loss of market value on those securities, 20%
of the value of all such posted collateral, net of collateral received on a counterparty basis
(provided that the collateral received is not subject to restrictions on reuse or
rehypothecation) will be added to the stock of required HQLA by the bank posting such
collateral. This 20% will be calculated based on the notional amount required to be posted as
collateral after any other haircuts have been applied that may be applicable to the collateral
category. Any collateral that is in a segregated margin account can only be used to offset
outflows that are associated with payments that are eligible to be offset from that same
account.

8 These risks are captured in paragraphs 119 and 123, respectively.







120. Increased liquidity needs related to excess non-segregated collateral held by
the bank that could contractually be called at any time by the counterparty: 100% of the
non-segregated collateral that could contractually be recalled by the counterparty because
the collateral is in excess of the counterparty’s current collateral requirements.

121. Increased liquidity needs related to contractually required collateral on
transactions for which the counterparty has not yet demanded the collateral be
posted: 100% of the collateral that is contractually due but where the counterparty has not
yet demanded the posting of such collateral.

122. Increased liquidity needs related to contracts that allow collateral substitution
to non-HQLA assets: 100% of the amount of HQLA collateral that can be substituted for
non-HQLA assets without the bank’'s consent that have been received to secure
transactions that have not been segregated.

123. Increased liquidity needs related to market valuation changes on derivative or
other transactions: As market practice requires collateralisation of mark-to-market
exposures on derivative and other transactions, banks face potentially substantial liquidity
risk exposures to these valuation changes. Inflows and outflows of transactions executed
under the same master netting agreement can be treated on a net basis. Any outflow
generated by increased needs related to market valuation changes should be included in the
LCR calculated by identifying the largest absolute net 30-day collateral flow realised during
the preceding 24 months. The absolute net collateral flow is based on both realised outflows
and inflows. Supervisors may adjust the treatment flexibly according to circumstances.

124, Loss of funding on asset-backed securities, * covered bonds and other
structured financing instruments: The scenario assumes the outflow of 100% of the
funding transaction maturing within the 30-day period, when these instruments are issued by
the bank itself (as this assumes that the re-financing market will not exist).

125. Loss of funding on asset-backed commercial paper, conduits, securities
investment vehicles and other such financing facilities: (100% of maturing amount and
100% of returnable assets). Banks having structured financing facilities that include the
issuance of short-term debt instruments, such as asset backed commercial paper, should
fully consider the potential liquidity risk arising from these structures. These risks include, but
are not limited to, (i) the inability to refinance maturing debt, and (ii) the existence of
derivatives or derivative-like components contractually written into the documentation
associated with the structure that would allow the “return” of assets in a financing
arrangement, or that require the original asset transferor to provide liquidity, effectively
ending the financing arrangement (“liquidity puts”) within the 30-day period. Where the
structured financing activities of a bank are conducted through a special purpose entity>°
(such as a special purpose vehicle, conduit or structured investment vehicle - SIV), the bank
should, in determining the HQLA requirements, look through to the maturity of the debt
instruments issued by the entity and any embedded options in financing arrangements that

9" To the extent that sponsored conduits/SPVs are required to be consolidated under liquidity requirements, their

assets and liabilities will be taken into account. Supervisors need to be aware of other possible sources of
liquidity risk beyond that arising from debt maturing within 30 days.

0 A special purpose entity (SPE) is defined in the Basel || Framework (paragraph 552) as a corporation, trust, or

other entity organised for a specific purpose, the activities of which are limited to those appropriate to
accomplish the purpose of the SPE, and the structure of which is intended to isolate the SPE from the credit
risk of an originator or seller of exposures. SPEs are commonly used as financing vehicles in which exposures
are sold to a trust or similar entity in exchange for cash or other assets funded by debt issued by the trust.







may potentially trigger the “return” of assets or the need for liquidity, irrespective of whether
or not the SPV is consolidated.

Potential Risk Element HQLA Required
Debt maturing within the calculation period 100% of maturing amount
Embedded options in financing arrangements that 100% of the amount of assets that could
allow for the return of assets or potential liquidity potentially be returned, or the liquidity
support required
126. Drawdowns on committed credit and liquidity facilities: For the purpose of the

standard, credit and liquidity facilities are defined as explicit contractual agreements or
obligations to extend funds at a future date to retail or wholesale counterparties. For the
purpose of the standard, these facilities only include contractually irrevocable (“committed”)
or conditionally revocable agreements to extend funds in the future. Unconditionally
revocable facilities that are unconditionally cancellable by the bank (in particular, those
without a precondition of a material change in the credit condition of the borrower) are
excluded from this section and included in “Other Contingent Funding Liabilities”. These off-
balance sheet facilities or funding commitments can have long or short-term maturities, with
short-term facilities frequently renewing or automatically rolling-over. In a stressed
environment, it will likely be difficult for customers drawing on facilities of any maturity, even
short-term maturities, to be able to quickly pay back the borrowings. Therefore, for purposes
of this standard, all facilities that are assumed to be drawn (as outlined in the paragraphs
below) will remain outstanding at the amounts assigned throughout the duration of the test,
regardless of maturity.

127. For the purposes of this standard, the currently undrawn portion of these facilities is
calculated net of any HQLA eligible for the stock of HQLA, if the HQLA have already been
posted as collateral by the counterparty to secure the facilities or that are contractually
obliged to be posted when the counterparty will draw down the facility (eg a liquidity facility
structured as a repo facility), if the bank is legally entitled and operationally capable to re-use
the collateral in new cash raising transactions once the facility is drawn, and there is no
undue correlation between the probability of drawing the facility and the market value of the
collateral. The collateral can be netted against the outstanding amount of the facility to the
extent that this collateral is not already counted in the stock of HQLA, in line with the principle
in paragraph 72 that items cannot be double-counted in the standard.

128. A liquidity facility is defined as any committed, undrawn back-up facility that would
be utilised to refinance the debt obligations of a customer in situations where such a
customer is unable to rollover that debt in financial markets (eg pursuant to a commercial
paper programme, secured financing transactions, obligations to redeem units, etc). For the
purpose of this standard, the amount of the commitment to be treated as a liquidity facility is
the amount of the currently outstanding debt issued by the customer (or proportionate share,
if a syndicated facility) maturing within a 30 day period that is backstopped by the facility. The
portion of a liquidity facility that is backing debt that does not mature within the 30-day
window is excluded from the scope of the definition of a facility. Any additional capacity of the
facility (ie the remaining commitment) would be treated as a committed credit facility with its
associated drawdown rate as specified in paragraph 131. General working capital facilities
for corporate entities (eg revolving credit facilities in place for general corporate or working
capital purposes) will not be classified as liquidity facilities, but as credit facilities.

129. Notwithstanding the above, any facilities provided to hedge funds, money market
funds and special purpose funding vehicles, for example SPEs (as defined in paragraph 125)







or conduits, or other vehicles used to finance the banks own assets, should be captured in
their entirety as a liquidity facility to other legal entities.

130. For that portion of financing programs that are captured in paragraphs 124 and 125
(ie are maturing or have liquidity puts that may be exercised in the 30-day horizon), banks
that are providers of associated liquidity facilities do not need to double count the maturing
financing instrument and the liquidity facility for consolidated programs.

131. Any contractual loan drawdowns from committed facilities > and estimated
drawdowns from revocable facilities within the 30-day period should be fully reflected as
outflows.

@) Committed credit and liquidity facilities to retail and small business customers:
Banks should assume a 5% drawdown of the undrawn portion of these facilities.

(b) Committed credit facilities to non-financial corporates, sovereigns and central banks,
PSEs and multilateral development banks: Banks should assume a 10% drawdown
of the undrawn portion of these credit facilities.

(© Committed liquidity facilities to non-financial corporates, sovereigns and central
banks, PSEs, and multilateral development banks: Banks should assume a 30%
drawdown of the undrawn portion of these liquidity facilities.

(d) Committed credit and liquidity facilities extended to banks subject to prudential
supervision: Banks should assume a 40% drawdown of the undrawn portion of
these facilities.

(e) Committed credit facilities to other financial institutions including securities firms,
insurance companies, fiduciaries,*® and beneficiaries® Banks should assume a 40%
drawdown of the undrawn portion of these credit facilities.

() Committed liquidity facilities to other financial institutions including securities firms,
insurance companies, fiduciaries, and beneficiaries: Banks should assume a 100%
drawdown of the undrawn portion of these liquidity facilities.

(9) Committed credit and liquidity facilities to other legal entities (including SPEs (as
defined on paragraph 125), conduits and special purpose vehicles,® and other
entities not included in the prior categories): Banks should assume a 100%
drawdown of the undrawn portion of these facilities.

132. Contractual obligations to extend funds within a 30-day period. Any contractual
lending obligations to financial institutions not captured elsewhere in this standard should be
captured here at a 100% outflow rate.

133. If the total of all contractual obligations to extend funds to retail and non-financial
corporate clients within the next 30 calendar days (not captured in the prior categories)

%1 committed facilities refer to those which are irrevocable.

52 Refer to footnote 43 for definition.

%3 Refer to footnote 44 for definition.

* The potential liquidity risks associated with the bank's own structured financing facilities should be treated

according to paragraphs 124 and 125 of this document (100% of maturing amount and 100% of returnable
assets are included as outflows).







exceeds 50% of the total contractual inflows due in the next 30 calendar days from these
clients, the difference should be reported as a 100% outflow.

134. Other contingent funding obligations: (run-off rates at national discretion).
National supervisors will work with supervised institutions in their jurisdictions to determine
the liquidity risk impact of these contingent liabilities and the resulting stock of HQLA that
should accordingly be maintained. Supervisors should disclose the run-off rates they assign
to each category publicly.

135. These contingent funding obligations may be either contractual or non-contractual
and are not lending commitments. Non-contractual contingent funding obligations include
associations with, or sponsorship of, products sold or services provided that may require the
support or extension of funds in the future under stressed conditions. Non-contractual
obligations may be embedded in financial products and instruments sold, sponsored, or
originated by the institution that can give rise to unplanned balance sheet growth arising from
support given for reputational risk considerations. These include products and instruments
for which the customer or holder has specific expectations regarding the liquidity and
marketability of the product or instrument and for which failure to satisfy customer
expectations in a commercially reasonable manner would likely cause material reputational
damage to the institution or otherwise impair ongoing viability.

136. Some of these contingent funding obligations are explicitly contingent upon a credit
or other event that is not always related to the liquidity events simulated in the stress
scenario, but may nevertheless have the potential to cause significant liquidity drains in times
of stress. For this standard, each supervisor and bank should consider which of these “other
contingent funding obligations” may materialise under the assumed stress events. The
potential liquidity exposures to these contingent funding obligations are to be treated as a
nationally determined behavioural assumption where it is up to the supervisor to determine
whether and to what extent these contingent outflows are to be included in the LCR. All
identified contractual and non-contractual contingent liabilities and their assumptions should
be reported, along with their related triggers. Supervisors and banks should, at a minimum,
use historical behaviour in determining appropriate outflows.

137. Non contractual contingent funding obligations related to potential liquidity draws
from joint ventures or minority investments in entities, which are not consolidated per
paragraph 164 should be captured where there is the expectation that the bank will be the
main liquidity provider when the entity is in need of liquidity. The amount included should be
calculated in accordance with the methodology agreed by the bank’s supervisor.

138. In the case of contingent funding obligations stemming from trade finance
instruments, national authorities can apply a relatively low run-off rate (eg 5% or less). Trade
finance instruments consist of trade-related obligations directly underpinned by the
movement of goods or the provision of services, such as:

o documentary trade letters of credit, documentary and clean collection, import bills,
and export bills; and

o guarantees directly related to trade finance obligations, such as shipping
guarantees.

139. Lending commitments, such as direct import or export financing for non-financial

corporate firms, are excluded from this treatment and banks will apply the draw-down rates
specified in paragraph 131.







140. National authorities should determine the run-off rates for the other contingent
funding obligations listed below in accordance with paragraph 134. Other contingent funding
obligations include products and instruments such as:

. unconditionally revocable "uncommitted” credit and liquidity facilities;

. guarantees and letters of credit unrelated to trade finance obligations (as described
in paragraph 138);

. non-contractual obligations such as:

- potential requests for debt repurchases of the bank's own debt or that of
related conduits, securities investment vehicles and other such financing
facilities;

- structured products where customers anticipate ready marketability, such as
adjustable rate notes and variable rate demand notes (VRDNSs); and

- managed funds that are marketed with the objective of maintaining a stable
value such as money market mutual funds or other types of stable value
collective investment funds etc.

. For issuers with an affiliated dealer or market maker, there may be a need to include
an amount of the outstanding debt securities (unsecured and secured, term as well
as short-term) having maturities greater than 30 calendar days, to cover the
potential repurchase of such outstanding securities.

. Non contractual obligations where customer short positions are covered by
other customers’ collateral: A minimum 50% run-off factor of the contingent
obligations should be applied where banks have internally matched client assets
against other clients’ short positions where the collateral does not qualify as Level 1
or Level 2, and the bank may be obligated to find additional sources of funding for
these positions in the event of client withdrawals.

141. Other contractual cash outflows: (100%). Any other contractual cash outflows
within the next 30 calendar days should be captured in this standard, such as outflows to
cover unsecured collateral borrowings, uncovered short positions, dividends or contractual
interest payments, with explanation given as to what comprises this bucket. Outflows related
to operating costs, however, are not included in this standard.

2. Cash inflows

142. When considering its available cash inflows, the bank should only include
contractual inflows (including interest payments) from outstanding exposures that are fully
performing and for which the bank has no reason to expect a default within the 30-day time
horizon. Contingent inflows are not included in total net cash inflows.

143. Banks and supervisors need to monitor the concentration of expected inflows across
wholesale counterparties in the context of banks’ liquidity management in order to ensure
that their liquidity position is not overly dependent on the arrival of expected inflows from one
or a limited number of wholesale counterparties.

144, Cap on total inflows: In order to prevent banks from relying solely on anticipated
inflows to meet their liquidity requirement, and also to ensure a minimum level of HQLA
holdings, the amount of inflows that can offset outflows is capped at 75% of total expected
cash outflows as calculated in the standard. This requires that a bank must maintain a
minimum amount of stock of HQLA equal to 25% of the total cash outflows.







(1) Secured lending, including reverse repos and securities borrowing

145. A bank should assume that maturing reverse repurchase or securities borrowing
agreements secured by Level 1 assets will be rolled-over and will not give rise to any cash
inflows (0%). Maturing reverse repurchase or securities lending agreements secured by
Level 2 HQLA will lead to cash inflows equivalent to the relevant haircut for the specific
assets. A bank is assumed not to roll-over maturing reverse repurchase or securities
borrowing agreements secured by non-HQLA assets, and can assume to receive back 100%
of the cash related to those agreements. Collateralised loans extended to customers for the
purpose of taking leveraged trading positions (“margin loans”) should also be considered as
a form of secured lending; however, for this scenario banks may recognise no more than
50% of contractual inflows from maturing margin loans made against non-HQLA collateral.
This treatment is in line with the assumptions outlined for secured funding in the outflows
section.

146. As an exception to paragraph 145, if the collateral obtained through reverse repo,
securities borrowing, or collateral swaps, which matures within the 30-day horizon, is re-used
(ie rehypothecated) and is used to cover short positions that could be extended beyond 30
days, a bank should assume that such reverse repo or securities borrowing arrangements
will be rolled-over and will not give rise to any cash inflows (0%), reflecting its need to
continue to cover the short position or to re-purchase the relevant securities. Short positions
include both instances where in its ‘matched book’ the bank sold short a security outright as
part of a trading or hedging strategy and instances where the bank is short a security in the
‘matched’ repo book (ie it has borrowed a security for a given period and lent the security out
for a longer period).

Maturing secured lending Inflow rate Inflow rate
transactions backed by the (if collateral is not used to (if collateral is used to
following asset category: cover short positions): cover short positions):
Level 1 assets 0% 0%
Level 2A assets 15% 0%

Level 2B assets

Eligible RMBS 25% 0%
Other Level 2B assets 50% 0%
Margin lending backed by all other 50% 0%
collateral
Other collateral 100% 0%
147. In the case of a bank’s short positions, if the short position is being covered by an

unsecured security borrowing, the bank should assume the unsecured security borrowing of
collateral from financial market participants would run-off in full, leading to a 100% outflow of
either cash or HQLA to secure the borrowing, or cash to close out the short position by
buying back the security. This should be recorded as a 100% other contractual outflow
according to paragraph 141. If, however, the bank’s short position is being covered by a
collateralised securities financing transaction, the bank should assume the short position will
be maintained throughout the 30-day period and receive a 0% outflow.







148. Despite the roll-over assumptions in paragraphs 145 and 146, a bank should
manage its collateral such that it is able to fulfil obligations to return collateral whenever the
counterparty decides not to roll-over any reverse repo or securities lending transaction.>®
This is especially the case for non-HQLA collateral, since such outflows are not captured in
the LCR framework. Supervisors should monitor the bank's collateral management.

(i) Committed facilities

149. No credit facilities, liquidity facilities or other contingent funding facilities that the
bank holds at other institutions for its own purposes are assumed to be able to be drawn.
Such facilities receive a 0% inflow rate, meaning that this scenario does not consider inflows
from committed credit or liquidity facilities. This is to reduce the contagion risk of liquidity
shortages at one bank causing shortages at other banks and to reflect the risk that other
banks may not be in a position to honour credit facilities, or may decide to incur the legal and
reputational risk involved in not honouring the commitment, in order to conserve their own
liquidity or reduce their exposure to that bank.

(iii) Other inflows by counterparty

150. For all other types of transactions, either secured or unsecured, the inflow rate will
be determined by counterparty. In order to reflect the need for a bank to conduct ongoing
loan origination/roll-over with different types of counterparties, even during a time of stress, a
set of limits on contractual inflows by counterparty type is applied.

151. When considering loan payments, the bank should only include inflows from fully
performing loans. Further, inflows should only be taken at the latest possible date, based on
the contractual rights available to counterparties. For revolving credit facilities, this assumes
that the existing loan is rolled over and that any remaining balances are treated in the same
way as a committed facility according to paragraph 131.

152. Inflows from loans that have no specific maturity (ie have non-defined or open
maturity) should not be included; therefore, no assumptions should be applied as to when
maturity of such loans would occur. An exception to this would be minimum payments of
principal, fee or interest associated with an open maturity loan, provided that such payments
are contractually due within 30 days. These minimum payment amounts should be captured
as inflows at the rates prescribed in paragraphs 153 and 154.

@) Retail and small business customer inflows

153. This scenario assumes that banks will receive all payments (including interest
payments and instalments) from retail and small business customers that are fully performing
and contractually due within a 30-day horizon. At the same time, however, banks are
assumed to continue to extend loans to retail and small business customers, at a rate of 50%
of contractual inflows. This results in a net inflow number of 50% of the contractual amount.

(b) Other wholesale inflows

154, This scenario assumes that banks will receive all payments (including interest
payments and instalments) from wholesale customers that are fully performing and
contractually due within the 30-day horizon. In addition, banks are assumed to continue to
extend loans to wholesale clients, at a rate of 0% of inflows for financial institutions and
central banks, and 50% for all others, including non-financial corporates, sovereigns,
multilateral development banks, and PSEs. This will result in an inflow percentage of:

5 This is in line with Principle 9 of the Sound Principles.







. 100% for financial institution and central bank counterparties; and
o 50% for non-financial wholesale counterparties.

155. Inflows from securities maturing within 30 days not included in the stock of HQLA
should be treated in the same category as inflows from financial institutions (ie 100% inflow).
Banks may also recognise in this category inflows from the release of balances held in
segregated accounts in accordance with regulatory requirements for the protection of
customer trading assets, provided that these segregated balances are maintained in HQLA.
This inflow should be calculated in line with the treatment of other related outflows and
inflows covered in this standard. Level 1 and Level 2 securities maturing within 30 days
should be included in the stock of liquid assets, provided that they meet all operational and
definitional requirements, as laid out in paragraphs 28-54.

156. Operational deposits: Deposits held at other financial institutions for operational
purposes, as outlined in paragraphs 93-103, such as for clearing, custody, and cash
management purposes, are assumed to stay at those institutions, and no inflows can be
counted for these funds — ie they will receive a 0% inflow rate, as noted in paragraph 98.

157. The same treatment applies for deposits held at the centralised institution in a
cooperative banking network, that are assumed to stay at the centralised institution as
outlined in paragraphs 105 and 106; in other words, the depositing bank should not count
any inflow for these funds — ie they will receive a 0% inflow rate.

(iv) Other cash inflows

158. Derivatives cash inflows: the sum of all net cash inflows should receive a 100%
inflow factor. The amounts of derivatives cash inflows and outflows should be calculated in
accordance with the methodology described in paragraph 116.

159. Where derivatives are collateralised by HQLA, cash inflows should be calculated net
of any corresponding cash or contractual collateral outflows that would result, all other things
being equal, from contractual obligations for cash or collateral to be posted by the bank,
given these contractual obligations would reduce the stock of HQLA. This is in accordance
with the principle that banks should not double-count liquidity inflows or outflows.

160. Other contractual cash inflows: Other contractual cash inflows should be captured
here, with explanation given to what comprises this bucket. Inflow percentages should be
determined as appropriate for each type of inflow by supervisors in each jurisdiction. Cash
inflows related to non-financial revenues are not taken into account in the calculation of the
net cash outflows for the purposes of this standard.

[l. Application issues for the LCR

161. This section outlines a number of issues related to the application of the LCR. These
issues include the frequency with which banks calculate and report the LCR, the scope of
application of the LCR (whether they apply at group or entity level and to foreign bank
branches) and the aggregation of currencies within the LCR.

A. Frequency of calculation and reporting

162. The LCR should be used on an ongoing basis to help monitor and control liquidity
risk. The LCR should be reported to supervisors at least monthly, with the operational
capacity to increase the frequency to weekly or even daily in stressed situations at the







discretion of the supervisor. The time lag in reporting should be as short as feasible and
ideally should not surpass two weeks.

163. Banks are expected to inform supervisors of their LCR and their liquidity profile on
an ongoing basis. Banks should also notify supervisors immediately if their LCR has fallen, or
is expected to fall, below 100%.

B. Scope of application

164. The application of the requirements in this document follow the existing scope of
application set out in Part | (Scope of Application) of the Basel Il Framework.*® The LCR
standard and monitoring tools should be applied to all internationally active banks on a
consolidated basis, but may be used for other banks and on any subset of entities of
internationally active banks as well to ensure greater consistency and a level playing field
between domestic and cross-border banks. The LCR standard and monitoring tools should
be applied consistently wherever they are applied.

165. National supervisors should determine which investments in banking, securities and
financial entities of a banking group that are not consolidated per paragraph 164 should be
considered significant, taking into account the liquidity impact of such investments on the
group under the LCR standard. Normally, a non-controlling investment (eg a joint-venture or
minority-owned entity) can be regarded as significant if the banking group will be the main
liquidity provider of such investment in times of stress (for example, when the other
shareholders are non-banks or where the bank is operationally involved in the day-to-day
management and monitoring of the entity’s liquidity risk). National supervisors should agree
with each relevant bank on a case-by-case basis on an appropriate methodology for how to
guantify such potential liquidity draws, in particular, those arising from the need to support
the investment in times of stress out of reputational concerns for the purpose of calculating
the LCR standard. To the extent that such liquidity draws are not included elsewhere, they
should be treated under “Other contingent funding obligations”, as described in
paragraph 137.

166. Regardless of the scope of application of the LCR, in keeping with Principle 6 as
outlined in the Sound Principles, a bank should actively monitor and control liquidity risk
exposures and funding needs at the level of individual legal entities, foreign branches and
subsidiaries, and the group as a whole, taking into account legal, regulatory and operational
limitations to the transferability of liquidity.

167. To ensure consistency in applying the consolidated LCR across jurisdictions, further
information is provided below on two application issues.

1. Differences in home / host liquidity requirements

168. While most of the parameters in the LCR are internationally “harmonised”, national
differences in liquidity treatment may occur in those items subject to national discretion (eg
deposit run-off rates, contingent funding obligations, market valuation changes on derivative
transactions, etc) and where more stringent parameters are adopted by some supervisors.

169. When calculating the LCR on a consolidated basis, a cross-border banking group
should apply the liquidity parameters adopted in the home jurisdiction to all legal entities

*  See BCBS, International Convergence of Capital Measurement and Capital Standards: A Revised Framework

- Comprehensive Version, June 2006 (“Basel Il Framework”).







being consolidated except for the treatment of retail / small business deposits that should
follow the relevant parameters adopted in host jurisdictions in which the entities (branch or
subsidiary) operate. This approach will enable the stressed liquidity needs of legal entities of
the group (including branches of those entities) operating in host jurisdictions to be more
suitably reflected, given that deposit run-off rates in host jurisdictions are more influenced by
jurisdiction-specific factors such as the type and effectiveness of deposit insurance schemes
in place and the behaviour of local depositors.

170. Home requirements for retail and small business deposits should apply to the
relevant legal entities (including branches of those entities) operating in host jurisdictions if:
(i) there are no host requirements for retail and small business deposits in the particular
jurisdictions; (ii) those entities operate in host jurisdictions that have not implemented the
LCR; or (iii) the home supervisor decides that home requirements should be used that are
stricter than the host requirements.

2. Treatment of liquidity transfer restrictions

171. As noted in paragraph 36, as a general principle, no excess liquidity should be
recognised by a cross-border banking group in its consolidated LCR if there is reasonable
doubt about the availability of such liquidity. Liquidity transfer restrictions (eg ring-fencing
measures, non-convertibility of local currency, foreign exchange controls, etc) in jurisdictions
in which a banking group operates will affect the availability of liquidity by inhibiting the
transfer of HQLA and fund flows within the group. The consolidated LCR should reflect such
restrictions in a manner consistent with paragraph 36. For example, the eligible HQLA that
are held by a legal entity being consolidated to meet its local LCR requirements (where
applicable) can be included in the consolidated LCR to the extent that such HQLA are used
to cover the total net cash outflows of that entity, notwithstanding that the assets are subject
to liquidity transfer restrictions. If the HQLA held in excess of the total net cash outflows are
not transferable, such surplus liquidity should be excluded from the standard.

172. For practical reasons, the liquidity transfer restrictions to be accounted for in the
consolidated ratio are confined to existing restrictions imposed under applicable laws,
regulations and supervisory requirements.>” A banking group should have processes in place
to capture all liquidity transfer restrictions to the extent practicable, and to monitor the rules
and regulations in the jurisdictions in which the group operates and assess their liquidity
implications for the group as a whole.

C. Currencies

173. As outlined in paragraph 42, while the LCR is expected to be met on a consolidated
basis and reported in a common currency, supervisors and banks should also be aware of
the liquidity needs in each significant currency. As indicated in the LCR, the currencies of the
stock of HQLA should be similar in composition to the operational needs of the bank. Banks
and supervisors cannot assume that currencies will remain transferable and convertible in a
stress period, even for currencies that in normal times are freely transferable and highly
convertible.

" There are a number of factors that can impede cross-border liquidity flows of a banking group, many of which

are beyond the control of the group and some of these restrictions may not be clearly incorporated into law or
may become visible only in times of stress.







Part 2: Monitoring tools

174. In addition to the LCR outlined in Part 1 to be used as a standard, this section
outlines metrics to be used as consistent monitoring tools. These metrics capture specific
information related to a bank’s cash flows, balance sheet structure, available unencumbered
collateral and certain market indicators.

175. These metrics, together with the LCR standard, provide the cornerstone of
information that aid supervisors in assessing the liquidity risk of a bank. In addition,
supervisors may need to supplement this framework by using additional tools and metrics
tailored to help capture elements of liquidity risk specific to their jurisdictions. In utilising
these metrics, supervisors should take action when potential liquidity difficulties are signalled
through a negative trend in the metrics, or when a deteriorating liquidity position is identified,
or when the absolute result of the metric identifies a current or potential liquidity problem.
Examples of actions that supervisors can take are outlined in the Committee’s Sound
Principles (paragraphs 141-143).

176. The metrics discussed in this section include the following:
l. Contractual maturity mismatch;

1. Concentration of funding;

"I, Available unencumbered assets;

\VA LCR by significant currency; and

V. Market-related monitoring tools

l. Contractual maturity mismatch

A. Objective

177. The contractual maturity mismatch profile identifies the gaps between the
contractual inflows and outflows of liquidity for defined time bands. These maturity gaps
indicate how much liquidity a bank would potentially need to raise in each of these time
bands if all outflows occurred at the earliest possible date. This metric provides insight into
the extent to which the bank relies on maturity transformation under its current contracts.

B. Definition and practical application of the metric

Contractual cash and security inflows and outflows from all on- and off-balance
sheet items, mapped to defined time bands based on their respective maturities.

178. A bank should report contractual cash and security flows in the relevant time bands
based on their residual contractual maturity. Supervisors in each jurisdiction will determine
the specific template, including required time bands, by which data must be reported.
Supervisors should define the time buckets so as to be able to understand the bank’s cash
flow position. Possibilities include requesting the cash flow mismatch to be constructed for
the overnight, 7 day, 14 day, 1, 2, 3, 6 and 9 months, 1, 2, 3, 5 and beyond 5 years buckets.







Instruments that have no specific maturity (non-defined or open maturity) should be reported
separately, with details on the instruments, and with no assumptions applied as to when
maturity occurs. Information on possible cash flows arising from derivatives such as interest
rate swaps and options should also be included to the extent that their contractual maturities
are relevant to the understanding of the cash flows.

179. At a minimum, the data collected from the contractual maturity mismatch should
provide data on the categories outlined in the LCR. Some additional accounting (non-dated)
information such as capital or non-performing loans may need to be reported separately.

1. Contractual cashflow assumptions

180. No rollover of existing liabilities is assumed to take place. For assets, the bank is
assumed not to enter into any new contracts.

181. Contingent liability exposures that would require a change in the state of the world
(such as contracts with triggers based on a change in prices of financial instruments or a
downgrade in the bank's credit rating) need to be detailed, grouped by what would trigger the
liability, with the respective exposures clearly identified.

182. A bank should record all securities flows. This will allow supervisors to monitor
securities movements that mirror corresponding cash flows as well as the contractual
maturity of collateral swaps and any uncollateralised stock lending/borrowing where stock
movements occur without any corresponding cash flows.

183. A bank should report separately the customer collateral received that the bank is
permitted to rehypothecate as well as the amount of such collateral that is rehypothecated at
each reporting date. This also will highlight instances when the bank is generating
mismatches in the borrowing and lending of customer collateral.

C. Utilisation of the metric

184. Banks will provide the raw data to the supervisors, with no assumptions included in
the data. Standardised contractual data submission by banks enables supervisors to build a
market-wide view and identify market outliers vis-a-vis liquidity.

185. Given that the metric is based solely on contractual maturities with no behavioural
assumptions, the data will not reflect actual future forecasted flows under the current, or
future, strategy or plans, ie, under a going-concern view. Also, contractual maturity
mismatches do not capture outflows that a bank may make in order to protect its franchise,
even where contractually there is no obligation to do so. For analysis, supervisors can apply
their own assumptions to reflect alternative behavioural responses in reviewing maturity

gaps.

186. As outlined in the Sound Principles, banks should also conduct their own maturity
mismatch analyses, based on going-concern behavioural assumptions of the inflows and
outflows of funds in both normal situations and under stress. These analyses should be
based on strategic and business plans and should be shared and discussed with
supervisors, and the data provided in the contractual maturity mismatch should be utilised as
a basis of comparison. When firms are contemplating material changes to their business
models, it is crucial for supervisors to request projected mismatch reports as part of an
assessment of impact of such changes to prudential supervision. Examples of such changes
include potential major acquisitions or mergers or the launch of new products that have not
yet been contractually entered into. In assessing such data supervisors need to be mindful of
assumptions underpinning the projected mismatches and whether they are prudent.







187. A bank should be able to indicate how it plans to bridge any identified gaps in its
internally generated maturity mismatches and explain why the assumptions applied differ
from the contractual terms. The supervisor should challenge these explanations and assess
the feasibility of the bank’s funding plans.

I. Concentration of funding

A. Objective

188. This metric is meant to identify those sources of wholesale funding that are of such
significance that withdrawal of this funding could trigger liquidity problems. The metric thus
encourages the diversification of funding sources recommended in the Committee’s Sound
Principles.

B. Definition and practical application of the metric

A. Funding liabilities sourced from each significant counterparty as a % of total
liabilities
B. Funding liabilities sourced from each significant product/instrument as a % of
total liabilities

C. List of asset and liability amounts by significant currency

1. Calculation of the metric

189. The numerator for A and B is determined by examining funding concentrations by
counterparty or type of instrument/product. Banks and supervisors should monitor both the
absolute percentage of the funding exposure, as well as significant increases in
concentrations.

@ Significant counterparties

190. The numerator for counterparties is calculated by aggregating the total of all types of
liabilities to a single counterparty or group of connected or affiliated counterparties, as well as
all other direct borrowings, both secured and unsecured, which the bank can determine arise
from the same counterparty®® (such as for overnight commercial paper / certificate of deposit
(CP/CD) funding).

191. A “significant counterparty” is defined as a single counterparty or group of connected
or affiliated counterparties accounting in aggregate for more than 1% of the bank's total
balance sheet, although in some cases there may be other defining characteristics based on
the funding profile of the bank. A group of connected counterparties is, in this context,
defined in the same way as in the “Large Exposure” regulation of the host country in the case
of consolidated reporting for solvency purposes. Intra-group deposits and deposits from
related parties should be identified specifically under this metric, regardless of whether the
metric is being calculated at a legal entity or group level, due to the potential limitations to
intra-group transactions in stressed conditions.

% For some funding sources, such as debt issues that are transferable across counterparties (such as CP/CD

funding dated longer than overnight, etc), it is not always possible to identify the counterparty holding the debt.







(i) Significant instruments / products

192. The numerator for type of instrument/product should be calculated for each
individually significant funding instrument/product, as well as by calculating groups of similar
types of instruments/products.

193. A “significant instrument/product” is defined as a single instrument/product or group
of similar instruments/products that in aggregate amount to more than 1% of the bank's total
balance sheet.

(iii) Significant currencies

194, In order to capture the amount of structural currency mismatch in a bank’s assets
and liabilities, banks are required to provide a list of the amount of assets and liabilities in
each significant currency.

195. A currency is considered “significant” if the aggregate liabilities denominated in that
currency amount to 5% or more of the bank's total liabilities.

(iv) Time buckets

196. The above metrics should be reported separately for the time horizons of less than
one month, 1-3 months, 3-6 months, 6-12 months, and for longer than 12 months.

C. Utilisation of the metric

197. In utilising this metric to determine the extent of funding concentration to a certain
counterparty, both the bank and supervisors must recognise that currently it is not possible to
identify the actual funding counterparty for many types of debt.*® The actual concentration of
funding sources, therefore, could likely be higher than this metric indicates. The list of
significant counterparties could change frequently, particularly during a crisis. Supervisors
should consider the potential for herding behaviour on the part of funding counterparties in
the case of an institution-specific problem. In addition, under market-wide stress, multiple
funding counterparties and the bank itself may experience concurrent liquidity pressures,
making it difficult to sustain funding, even if sources appear well diversified.

198. In interpreting this metric, one must recognise that the existence of bilateral funding
transactions may affect the strength of commercial ties and the amount of the net outflow.*

199. These metrics do not indicate how difficult it would be to replace funding from any
given source.

200. To capture potential foreign exchange risks, the comparison of the amount of assets
and liabilities by currency will provide supervisors with a baseline for discussions with the
banks about how they manage any currency mismatches through swaps, forwards, etc. It is
meant to provide a base for further discussions with the bank rather than to provide a
snapshot view of the potential risk.

% For some funding sources, such as debt issues that are transferable across counterparties (such as CP/CD

funding dated longer than overnight, etc), it is not always possible to identify the counterparty holding the debt.

60 Eg where the monitored institution also extends funding or has large unused credit lines outstanding to the

“significant counterparty”.







. Available unencumbered assets

A. Objective

201. These metrics provide supervisors with data on the quantity and key characteristics,
including currency denomination and location, of banks' available unencumbered assets.
These assets have the potential to be used as collateral to raise additional HQLA or secured
funding in secondary markets or are eligible at central banks and as such may potentially be
additional sources of liquidity for the bank.

B. Definition and practical application of the metric

Available unencumbered assets that are marketable as collateral in
secondary markets

and
Available unencumbered assets that are eligible for central banks’ standing facilities

202. A bank is to report the amount, type and location of available unencumbered assets
that could serve as collateral for secured borrowing in secondary markets at prearranged or
current haircuts at reasonable costs.

203. Likewise, a bank should report the amount, type and location of available
unencumbered assets that are eligible for secured financing with relevant central banks at
prearranged (if available) or current haircuts at reasonable costs, for standing facilities only
(ie excluding emergency assistance arrangements). This would include collateral that has
already been accepted at the central bank but remains unused. For assets to be counted in
this metric, the bank must have already put in place the operational procedures that would be
needed to monetise the collateral.

204. A bank should report separately the customer collateral received that the bank is
permitted to deliver or re-pledge, as well as the part of such collateral that it is delivering or
re-pledging at each reporting date.

205. In addition to providing the total amounts available, a bank should report these items
categorised by significant currency. A currency is considered “significant” if the aggregate
stock of available unencumbered collateral denominated in that currency amounts 5% or
more of the associated total amount of available unencumbered collateral (for secondary
markets or central banks).

206. In addition, a bank must report the estimated haircut that the secondary market or
relevant central bank would require for each asset. In the case of the latter, a bank would be
expected to reference, under business as usual, the haircut required by the central bank that
it would normally access (which likely involves matching funding currency — eg ECB for euro-
denominated funding, Bank of Japan for yen funding, etc).

207. As a second step after reporting the relevant haircuts, a bank should report the
expected monetised value of the collateral (rather than the notional amount) and where the
assets are actually held, in terms of the location of the assets and what business lines have
access to those assets.







C. Utilisation of the metric

208. These metrics are useful for examining the potential for a bank to generate an
additional source of HQLA or secured funding. They will provide a standardised measure of
the extent to which the LCR can be quickly replenished after a liquidity shock either via
raising funds in private markets or utilising central bank standing facilities. The metrics do
not, however, capture potential changes in counterparties’ haircuts and lending policies that
could occur under either a systemic or idiosyncratic event and could provide false comfort
that the estimated monetised value of available unencumbered collateral is greater than it
would be when it is most needed. Supervisors should keep in mind that these metrics do not
compare available unencumbered assets to the amount of outstanding secured funding or
any other balance sheet scaling factor. To gain a more complete picture, the information
generated by these metrics should be complemented with the maturity mismatch metric and
other balance sheet data.

V. LCR by significant currency

A. Objective

209. While the LCR is required to be met in one single currency, in order to better capture
potential currency mismatches, banks and supervisors should also monitor the LCR in
significant currencies. This will allow the bank and the supervisor to track potential currency
mismatch issues that could arise.

B. Definition and practical application of the metric

Foreign Currency LCR = Stock of HQLA in each significant currency / Total net cash
outflows over a 30-day time period in each significant currency

(Note: Amount of total net foreign exchange cash outflows should be net of foreign
exchange hedges)

210. The definition of the stock of high-quality foreign exchange assets and total net
foreign exchange cash outflows should mirror those of the LCR for common currencies.®*

211. A currency is considered “significant” if the aggregate liabilities denominated in that
currency amount to 5% or more of the bank's total liabilities.

212, As the foreign currency LCR is not a standard but a monitoring tool, it does not have
an internationally defined minimum required threshold. Nonetheless, supervisors in each
jurisdiction could set minimum monitoring ratios for the foreign exchange LCR, below which a
supervisor should be alerted. In this case, the ratio at which supervisors should be alerted
would depend on the stress assumption. Supervisors should evaluate banks’ ability to raise
funds in foreign currency markets and the ability to transfer a liquidity surplus from one
currency to another and across jurisdictions and legal entities. Therefore, the ratio should be
higher for currencies in which the supervisors evaluate a bank’s ability to raise funds in

®. Cash flows from assets, liabilities and off-balance sheet items will be computed in the currency that the

counterparties are obliged to deliver to settle the contract, independent of the currency to which the contract is
indexed (or "linked"), or the currency whose fluctuation it is intended to hedge.







foreign currency markets or the ability to transfer a liquidity surplus from one currency to
another and across jurisdictions and legal entities to be limited.

C. Utilisation of the metric

213. This metric is meant to allow the bank and supervisor to track potential currency
mismatch issues that could arise in a time of stress.

\% Market-related monitoring tools
A. Objective
214. High frequency market data with little or no time lag can be used as early warning

indicators in monitoring potential liquidity difficulties at banks.

B. Definition and practical application of the metric

215. While there are many types of data available in the market, supervisors can monitor
data at the following levels to focus on potential liquidity difficulties:

Market-wide information
Information on the financial sector

Bank-specific information

1. Market-wide information

216. Supervisors can monitor information both on the absolute level and direction of
major markets and consider their potential impact on the financial sector and the specific
bank. Market-wide information is also crucial when evaluating assumptions behind a bank’s
funding plan.

217. Valuable market information to monitor includes, but is not limited to, equity prices
(ie overall stock markets and sub-indices in various jurisdictions relevant to the activities of
the supervised banks), debt markets (money markets, medium-term notes, long term debt,
derivatives, government bond markets, credit default spread indices, etc); foreign exchange
markets, commodities markets, and indices related to specific products, such as for certain
securitised products (eg the ABX).

2. Information on the financial sector

218. To track whether the financial sector as a whole is mirroring broader market
movements or is experiencing difficulties, information to be monitored includes equity and
debt market information for the financial sector broadly and for specific subsets of the
financial sector, including indices.

3. Bank-specific information

219. To monitor whether the market is losing confidence in a particular institution or has
identified risks at an institution, it is useful to collect information on equity prices, CDS
spreads, money-market trading prices, the situation of roll-overs and prices for various
lengths of funding, the pricelyield of bank debenture or subordinated debt in the secondary
market.







C. Utilisation of the metric/data

220. Information such as equity prices and credit spreads are readily available. However,
the accurate interpretation of such information is important. For instance, the same CDS
spread in numerical terms may not necessarily imply the same risk across markets due to
market-specific conditions such as low market liquidity. Also, when considering the liquidity
impact of changes in certain data points, the reaction of other market participants to such
information can be different, as various liquidity providers may emphasise different types of
data.







Annex 1

Calculation of the cap on Level 2 assets with regard to
short-term securities financing transactions

1. This annex seeks to clarify the appropriate method for the calculation of the cap on
Level 2 (including Level 2B) assets with regard to short-term securities financing
transactions.

2. As stated in paragraph 36, the calculation of the 40% cap on Level 2 assets should
take into account the impact on the stock of HQLA of the amounts of Level 1 and Level 2
assets involved in secured funding,®® secured lending® and collateral swap transactions
maturing within 30 calendar days. The maximum amount of adjusted Level 2 assets in the
stock of HQLA is equal to two-thirds of the adjusted amount of Level 1 assets after haircuts
have been applied. The calculation of the 40% cap on Level 2 assets will take into account
any reduction in eligible Level 2B assets on account of the 15% cap on Level 2B assets.®

3. Further, the calculation of the 15% cap on Level 2B assets should take into account
the impact on the stock of HQLA of the amounts of HQLA assets involved in secured
funding, secured lending and collateral swap transactions maturing within 30 calendar days.
The maximum amount of adjusted Level 2B assets in the stock of HQLA is equal to 15/85 of
the sum of the adjusted amounts of Level 1 and Level 2 assets, or, in cases where the 40%
cap is binding, up to a maximum of 1/4 of the adjusted amount of Level 1 assets, both after
haircuts have been applied.

4. The adjusted amount of Level 1 assets is defined as the amount of Level 1 assets
that would result after unwinding those short-term secured funding, secured lending and
collateral swap transactions involving the exchange of any HQLA for any Level 1 assets
(including cash) that meet, or would meet if held unencumbered, the operational
requirements for HQLA set out in paragraphs 28 to 40. The adjusted amount of Level 2A
assets is defined as the amount of Level 2A assets that would result after unwinding those
short-term secured funding, secured lending and collateral swap transactions involving the
exchange of any HQLA for any Level 2A assets that meet, or would meet if held
unencumbered, the operational requirements for HQLA set out in paragraphs 28 to 40. The
adjusted amount of Level 2B assets is defined as the amount of Level 2B assets that would
result after unwinding those short-term secured funding, secured lending and collateral swap
transactions involving the exchange of any HQLA for any Level 2B assets that meet, or
would meet if held unencumbered, the operational requirements for HQLA set out in
paragraphs 28 to 40. In this context, short-term transactions are transactions with a maturity
date up to and including 30 calendar days. Relevant haircuts would be applied prior to
calculation of the respective caps.

%2 See definition in paragraph 112.

% See definition in paragraph 145.

®  When determining the calculation of the 15% and 40% caps, supervisors may, as an additional requirement,

separately consider the size of the pool of Level 2 and Level 2B assets on an unadjusted basis.







The formula for the calculation of the stock of HQLA is as follows:

Stock of HQLA = Level 1 + Level 2A + Level 2B — Adjustment for 15% cap —
Adjustment for 40% cap

Where:

Adjustment for 15% cap = Max (Adjusted Level 2B — 15/85*(Adjusted Level 1 +
Adjusted Level 2A), Adjusted Level 2B - 15/60*Adjusted Level 1, 0)

Adjustment for 40% cap = Max ((Adjusted Level 2A + Adjusted Level 2B —
Adjustment for 15% cap) - 2/3*Adjusted Level 1 assets, 0)

Alternatively, the formula can be expressed as:
Stock of HQLA = Level 1 + Level 2A + Level 2B — Max ((Adjusted Level

2A+Adjusted Level 2B) — 2/3*Adjusted Level 1, Adjusted Level 2B — 15/85*(Adjusted
Level 1 + Adjusted Level 2A), 0)







Annex 2

Principles for assessing eligibility for
alternative liquidity approaches (ALA)

1. This Annex presents a set of principles and criteria for assessing whether a currency
is eligible for alternative treatment under the LCR (hereinafter referred to as the “Principles”).
All of the Principles have to be satisfied in order to qualify for alternative treatment.
Supplementary guidance is provided to elaborate on how a jurisdiction seeking alternative
treatment should demonstrate its compliance with the Principles, including any supporting
information (qualitative and quantitative) to justify its case. The Principles will be the main
source of reference upon which self-assessments or independent peer reviews should be
based. Unless otherwise specified, all references in the Principles are to the liquidity
standard.

2. The Principles may not, in all cases, be able to capture specific circumstances or
unique factors affecting individual jurisdictions in respect of the issue of insufficiency in
HQLA. Hence, a jurisdiction will not be precluded from providing any additional information or
explaining any other factor that is relevant to its compliance with the Principles, even though
such information or factor may not be specified in the Principles.

3. Where a jurisdiction uses estimations or projections to support its case, the rationale
and basis for those estimations or projections should be clearly set out. In order to support its
case and facilitate independent peer review, the jurisdiction should provide information, to
the extent possible, covering a long enough time series (eg three to five years depending on
data availability).

Principle 1

The use of alternative treatment under the LCR is only available to the domestic
currency of a jurisdiction which can demonstrate and justify that an issue of
insufficiency in HQLA denominated in that currency genuinely exists, taking into
account all relevant factors affecting the supply of, and demand for, such HQLA.

4. In order to qualify for alternative treatment, the jurisdiction must be able to
demonstrate that there is “a true shortfall in HQLA in the domestic currency as relates to the
needs in that currency” (see paragraph 55). The jurisdiction must demonstrate this with due
regard to the three criteria set out below.

Criterion _(a): The supply of HQLA in the domestic currency of the jurisdiction is
insufficient, in terms of Level 1 assets only or both Level 1 and Level 2 assets, to meet
the aggregate demand for such assets from banks operating in that currency. The
jurisdiction must be able to provide adequate information (quantitative and otherwise)
to demonstrate this.

5. This criterion requires the jurisdiction to provide sufficient information to demonstrate
the insufficiency of HQLA in its domestic currency. This insufficiency must principally reflect a
shortage in Level 1 assets, although Level 2 assets may also be insufficient in some
jurisdictions.







6. To illustrate that a currency does not have sufficient HQLA, the jurisdiction will need
to provide all relevant information and data that have a bearing on the size of the HQLA gap
faced by banks operating in that currency that are subject to LCR requirements (“LCR
banks”). These should, to the extent practicable, include the following information:

@ Supply of HQLA

The jurisdiction should provide the current and projected stock of HQLA

denominated in its currency, including:

. the supply of Level 1 and Level 2 assets broken down by asset classes;

. the amounts outstanding for the last three to five years; and

. the projected amounts for the next three to five years.

The jurisdiction may provide any other information in support of its stock and
projection of HQLA. Should the jurisdiction feel that the true nature of the supply of
HQLA cannot be simply reflected by the numbers provided, it should provide further
information to sufficiently explain the case.

To avoid doubt, if the jurisdiction is a member of a monetary union operating under a
single currency, debt or other assets issued in other members of the union in that
currency is considered available for all jurisdictions in that union (see paragraph 55).
Hence, the jurisdiction should take into account the availability of such assets which
gualify as HQLA in its analysis.

(ii) Market for HQLA

The jurisdiction should provide a detailed analysis of the nature of the market for the
above assets. Information relating to the market liquidity of the assets would be of
particular importance. The jurisdiction should present its views on the liquidity of the
HQLA based on the information presented.

Details of the primary market for the above assets should be provided, including:

. the channel and method of issuance;
. the issuers;

o the past issue tenor, denomination and issue size for the last three to five
years; and

o the projected issue tenor, denomination and issue size for the next three to
five years.

Details of the secondary market for the above assets should also be provided,
including:

o the trading size and activity;

o types of market participants; and

o the size and activity of its repo market.

Where possible, the jurisdiction should provide an estimate of the amount of the
above assets (Level 1 and Level 2) required to be in free circulation for them to
remain genuinely liquid, as well as any justification for these figures.







(iii) Demand for HQLA by LCR banks
The jurisdiction should provide:

o the number of LCR banks under its purview;

o the current demand (ie net 30-day cash outflows) for HQLA by these LCR
banks®® for meeting the LCR or other requirements (eg collateral for intraday
repo);

o the projected demand for the next three to five years based on banks’
business growth and strategy; and

o an estimate of the percentage of total HQLA already in the hands of banks.

The jurisdiction should provide commentaries on cash flow projections where
appropriate to improve their persuasiveness. The projections should take into
account observed behavioural changes of the LCR banks and any other factors that
may result in a reduction of their 30-day cash outflows.

(iv) Demand for HQLA by other entities

There are other potential holders of Level 1 and Level 2 assets that are not subject
to the LCR, but will likely take up, or hold onto, a part of the outstanding stock of
HQLA. These include:

. banks, branches of banks, and other deposit-taking institutions which conduct
bank-like activity (such as building societies and credit unions) in the
jurisdiction but are not subject to the LCR;

o other financial institutions which are normally subject to prudential supervision,
such as investment or securities firms, insurance or reinsurance companies,
pension/superannuation funds, mortgage funds, and money market funds; and

o other significant investors which have demonstrated a track record of strategic
"buy and hold” purchases which can be presumed to be price insensitive. This
would include foreign sovereigns, foreign central banks and foreign sovereign
/quasi-sovereign funds, but not hedge funds or other private investment
management vehicles.

The jurisdiction may provide information on the demand for Level 1 and Level 2
assets by the above HQLA holders in support of its application. Historical demand
for such assets by these holders is not sufficient. The alternate holders of HQLA
must at least exhibit the following qualities:

. Price inelastic: the holders of HQLA are unlikely to switch to alternate assets
unless there is a significant change in the price of these assets.

. Proven to be stable: the demand for HQLA by the holders should remain
stable over the next three years as they require these assets to meet specific
purposes, such as asset-liability matching or other regulatory requirements.

7. The jurisdiction should be able to come up with a reasonable estimate of the HQLA
gap faced by its LCR banks (current and over the next three to five years), based on credible
information. In deriving the HQLA gap, the jurisdiction should first compare (i) the total

% Use QIS data wherever possible. Supervisors should be collecting data on LCR from 1 January 2012.







outstanding stock of its HQLA in domestic currency with (ii) the total liquidity needs of its LCR
banks in domestic currency. The jurisdiction should then explain the method of deriving the
high quality liquid asset gap, taking into account all relevant factors, including those set out in
criterion (b), which may affect the size of the gap. A detailed analysis of the calculations
should be provided (eg in the form of a template), explaining any adjustments to supply and
demand and justifications for such adjustments.® The jurisdiction should demonstrate that
the method of defining insufficiency is appropriate for its circumstances, and that it can truly
reflect the HQLA gap faced by LCR banks in the currency.

Criterion (b): The determination of insufficiency in HQLA by the jurisdiction under
criterion (a) should address all major factors relevant to the issue. These include, but
are not limited to, the expected supply of HQLA in the medium term (eg three to five
years), the extent to which the banking sector can and should run less liquidity risk,
and the competing demand from banks and non-bank investors for holding HQLA for
similar or other purposes.

8. This criterion builds on the information provided by the jurisdiction under criterion
(a), and requires the jurisdiction to further explain the manner in which the insufficiency issue
is determined, by listing all major factors that affect the HQLA gap faced by its LCR banks
under criterion (a). There should be a commentary for each of the factors, explaining why the
factor is relevant, the impact of the factor on the HQLA gap, and how such impact is
incorporated into the analysis of insufficiency in HQLA. The jurisdiction should be able to
demonstrate that it has adequately considered all relevant factors, including those that may
improve the HQLA gap, so as to ascertain that the insufficiency issue is fairly stated.

9. On the supply of HQLA, there should be due consideration of the extent to which the
insufficiency issue may be alleviated by estimated medium term supply of such assets, as
well as the factors restricting the availability of HQLA to LCR banks. In the case of
government debt, relevant information on availability can be reflected, for example, from the
size and nature of other users of government debt in the jurisdiction; holdings of government
debt which seldom appear in the traded markets; and the amount of government debt in free
circulation for the assets to remain truly liquid.

10. On the demand of HQLA, there should be due consideration of the potential liquidity
needs of the banking sector, taking into account the scope for banks to reduce their liquidity
risk (and hence their demand for HQLA) and the extent to which banks can satisfy their
demand through the repo market (rather than through outright purchase of HQLA). Other
needs for maintaining HQLA (eg for intraday repo purposes) may also increase banks’
demand for such assets.

11. The jurisdiction should also include any other factors not mentioned above that are
relevant to its case.

Criterion (c): The issue of insufficiency in HQLA faced by the jurisdiction is caused by
structural, policy and other constraints that cannot be resolved within the medium
term (eg three to five years). Such constraints may relate to the fiscal or budget
policies of the jurisdiction, the infrastructural development of its capital markets, the
structure of its monetary system and operations (eg the currency board arrangements
for jurisdictions with pegged exchange rates), or other jurisdiction-specific factors

% For HQLA that are subject to caps or haircuts (eg Level 2 assets), the effects of such constraints should be

accounted for.







leading to the shortage or imbalance in the supply of HQLA available to the banking
sector.

12. This criterion is to establish that the insufficiency issue is caused by constraints that
are not temporary in nature. The jurisdiction should provide a list of such constraints, explain
the nature of the constraints and how the insufficiency issue is affected by the constraints, as
well as whether there is any prospect of change in the constraints (eg measures taken to
address the constraints) in the next three to five years. To demonstrate the significance of
the constraints, the jurisdiction should support the analysis with appropriate quantitative
information.

13. A jurisdiction may have fiscal or budget constraints that limit its ability or need to
raise debt. To support this, the following information should, at a minimum, be provided:

0] Fiscal position for the past ten years: Consistent fiscal surpluses (eg at least six
out of the past ten years or at least two out of the past three years)®’ can be an
indication that the jurisdiction does not need to raise debt (or a lot of debt). On the
contrary, it is unlikely that jurisdictions with persistent deficits (eg at least six out of
the past ten years) will have a shortage in government debt issued.

(i) Fiscal position as % of GDP (ten-year average): This is another way of looking at
the fiscal position. A positive ten-year average will likely suggest that the need for
debt issuance is low. Similarly, a negative ten-year average will suggest otherwise.

(iii) Issue of government / central bank debt in the past ten years and the reasons
for such issue (eg for market operations / setting the yield curve, etc.). This is to
assess the level of, and consistency in, debt issuance.

14. The jurisdiction should also provide the ratio of its government debt to total
banking assets denominated in domestic currency (for the past three to five years) to
facilitate trend analysis of the government debt position versus a proxy indicator for banking
activity (ie total banking assets), as well as comparison of the position across jurisdictions
(including those that may not have the insufficiency issue). While this ratio alone cannot give
any conclusive view about the insufficiency issue, a relatively low ratio (eg below 20%) may
support the case if the jurisdiction also performs similarly under other indicators.

15. A jurisdiction may have an under-developed capital market that has resulted in
limited availability of corporate / covered bonds to satisfy market demand. Information to be
provided includes the causes of this situation, measures that are being taken to develop the
market, the expected effect of such measures, and other relevant statistics showing the state
of the market.

16. There may also be other structural issues affecting the monetary system and
operations. For example, the currency board arrangements for jurisdictions with pegged
exchange rates could potentially constrain the issue of central bank debt and cause
uncertainty or volatility in the availability of such debt to the banking sector. The jurisdiction
should explain such arrangements and their effects on the supply of central bank debt
(supported by relevant historical data in the past three to five years).

7 Some deficits during economic downturns need to be catered for. Moreover, the recent surplus/deficit situation

is relevant for assessment.







Principle 2

A jurisdiction which intends to adopt one or more of the options for alternative
treatment must be capable of limiting the uncertainty of performance, or mitigating the
risks of non-performance, of the option(s) concerned.

17. This Principle assesses whether and how the jurisdiction can mitigate the risks
arising from the adoption of any of the options, based on the requirements set out in the
three criteria mentioned below. The assessment will also include whether the jurisdiction’s
approach to adopting the options is in line with the alternative treatment set out in the Basel
Il liquidity framework (see paragraphs 55 to 62).

18. To start with, the jurisdiction should explain its policy towards the adoption of the
options, including which of the options will be used and the estimated (and maximum
allowable) extent of usage by the banking sector. The jurisdiction is also expected to justify
the appropriateness of the maximum level of usage of the options to its banking system,
having regard to the relevant guidance set out in the Basel Il liquidity framework (see
paragraphs 63 to 65).

Criterion (a): For Option 1 (ie the provision of contractual committed liquidity facilities
from the relevant central bank at a fee), the jurisdiction must have the economic
strength to support the committed liquidity facilities granted by its central bank. To
ensure this, the jurisdiction should have a process in place to control the aggregate of
such facilities within a level that can be measured and managed by it.

19. A jurisdiction intending to adopt Option 1 must demonstrate that it has the economic
and financial capacity to support the committed liquidity facilities that will be granted to its
banks.®® The jurisdiction should, for example, have a strong credit rating (such as AA-%%) or
be able to provide other evidence of financial strength, with no adverse developments (eg a
looming crisis) that may heavily impinge on the domestic economy in the near term.

20. The jurisdiction should also demonstrate that it has a process in place to control the
aggregate facilities granted under Option 1 within a level that is appropriate for its local
circumstances. For example, the jurisdiction may limit the amount of Option 1 commitments
to a certain level of its GDP and justify why this level is suitable for its banking system. The
process should also cater for situations where the aggregate facilities are approaching the
limit, or have indeed breached, the limit, as well as how the limit interplays with other
restrictions for using the options (eg maximum level of usage for all options combined).

21. To facilitate assessment of compliance with requirements in paragraph 58, the
jurisdiction should provide all relevant details associated with the extension of the committed
facility, covering:

® the commitment fee (including the basis on which it is charged,” the method of
calculation™ and the frequency of re-calculating or varying the fee). The jurisdiction

®  This is to enhance market confidence rather than to query the jurisdiction’s ability to honour its commitments.

% This is the minimum sovereign rating that qualifies for a 0% risk weight under the Basel Il Standardised

Approach for credit risk.

0 Paragraph 58 requires the fee to be charged regardless of the amount, if any, drawn down against the facility.

& Paragraph 58 presents the conceptual framework for setting the fee.







should, in particular, demonstrate that the calculation of the commitment fee is in
line with the conceptual framework set out in paragraph 58.

(i) the types of collateral acceptable to the central bank for securing the facility and
respective collateral margins or haircuts required;

(iii) the legal terms of the facility (including whether it covers a fixed term or is renewable
or evergreen, the notice of drawdown, whether the contract will be irrevocable prior
to maturity,”® and whether there will be restrictions on a bank’s ability to draw down
on the facility);

(iv) the criteria for allowing individual banks to use Option 1;

(V) disclosure policies (ie whether the level of the commitment fee and the amount of
committed facilities granted will be disclosed, either by the banks or by the central
bank); and

(vi) the projected size of committed liquidity facilities that may be granted under Option 1

(versus the projected size of total net cash outflows in the domestic currency for
Option 1 banks) for each of the next three to five years and the basis of projection.

Criterion_(b): For Option 2 (ie use of foreign currency HQLA to cover domestic
currency liquidity needs), the jurisdiction must have a mechanism in place that can
keep under control the foreign exchange risk of the holdings of its banks in foreign
currency HQLA.

22. A jurisdiction intending to adopt Option 2 should demonstrate that it has a
mechanism in place to control the foreign exchange risk arising from banks’ holdings in
foreign currency HQLA under this Option. This is because such foreign currency asset
holdings to cover domestic currency liquidity needs may be exposed to the risk of decline in
the liquidity value of those foreign currency assets should exchange rates move adversely
when the assets are converted into the domestic currency, especially in times of stress.

23. This control mechanism should, at a minimum, cover the following elements:

0] The jurisdiction should ensure that the use of Option 2 is confined only to foreign
currencies that can provide a reliable source of liquidity in the domestic currency in
case of need. In this regard, the jurisdiction should specify the currencies (and broad
types of HQLA denominated in those currencies’®) allowable under this option,
based on prudent criteria. The suitability of the currencies should be reviewed
whenever significant changes in the external environment warrant a review.

(i) The selection of currencies should, at a minimum, take into account the following
aspects:

. the currency is freely transferable and convertible into the domestic
currency;

° the currency is liquid and active in the relevant foreign exchange market
(the methodology and basis of assessment should be provided);

2 Paragraph 58 requires the maturity date to at least fall outside the 30-day LCR window and the contract to be

irrevocable prior to maturity.

& Paragraph 58 requires the contract not to involve any ex-post credit decision by the central bank.

" For example, clarification may be necessary in cases where only central government debt will be allowed, or

Level 1 securities issued by multilateral development banks in some currencies will be allowed.







(iii)

(iv)

v)
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o the currency does not exhibit significant historical exchange rate volatility
against the domestic currency;’® and

o in the case of a currency which is pegged to the domestic currency, there is
a formal mechanism in place for maintaining the peg rate (relevant
information about the mechanism and past ten-year statistics on exchange
rate volatility of the currency pair showing the effectiveness of the peg
arrangement should be provided).

The jurisdiction should explain why each of the allowable currencies is
selected, including an analysis of the historical exchange rate volatility, and
turnover size in the foreign exchange market, of the currency pair (based
on statistics for each of the past three to five years). In case a currency is
selected for other reasons,’ the justifications should be clearly stated to
support its inclusion for Option 2 purposes.

HQLA in the allowable currencies used for Option 2 purposes should be subject to
haircuts as prescribed under this framework (ie at least 8% for major currencies’”).
The jurisdiction should set a higher haircut for other currencies where the exchange
rate volatility against the domestic currency is much higher, based on a
methodology that compares the historical (monthly) exchange rate volatilities
between the currency pair concerned over an extended period of time.

Where the allowable currency is formally pegged to the domestic currency, a lower
haircut can be used to reflect limited exchange rate risk under the peg arrangement.
To qualify for this treatment, the jurisdiction should demonstrate the effectiveness of
its currency peg mechanism and the long-term prospect of keeping the peg.

Where a threshold for applying the haircut under Option 2 is adopted (see
paragraph 61), the level of the threshold should not be more than 25%.

Regular information should be collected from banks in respect of their holding of
allowable foreign currency HQLA for LCR purposes to enable supervisory
assessment of the foreign exchange risk associated with banks’ holdings of such
assets, both individually and in aggregate.

There should be an effective means to control the foreign exchange risk assumed
by banks. The control mechanism, and how it is to be applied to banks, should be
elaborated. In particular,

o there should be prescribed criteria for allowing individual banks to use
Option 2;

. the approach to assessing whether the estimated holdings of foreign currency
HQLA by individual banks using Option 2 are consistent with their foreign
exchange risk management capacity (re paragraph 59) should be explained,;
and

This is relative to the exchange rate volatilities between the domestic currency and other foreign currencies

with which the domestic currency is traded.
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For example, the central banks of the two currencies concerned may have entered into special foreign

exchange swap agreements that facilitate the flow of liquidity between the currencies.

7

These currencies refer to those that exhibit significant and active market turnover in the global foreign

currency market (eg the average market turnover of the currency as a percentage of the global foreign
currency market turnover over a ten-year period is not lower than 10%).







o there should be a system for setting currency mismatch limits to control banks’
maximum foreign currency exposures under Option 2.

Criterion (c): For Option 3 (ie use of Level 2A assets beyond the 40% cap with a higher
haircut), the jurisdiction must only allow Level 2 assets that are of a quality (credit and
liguidity) comparable to that for Level 1 assets in its currency to be used under this
option. The jurisdiction should be able to provide quantitative and qualitative evidence
to substantiate this.

24, With the adoption of Option 3, the increase in holdings of Level 2A assets within the
banking sector (to substitute for Level 1 assets which are of higher quality but in shortage)
may give rise to additional price and market liquidity risks, especially in times of stress when
concentrated asset holdings have to be liquidated. In order to mitigate this risk, the
jurisdiction intending to adopt Option 3 should ensure that only Level 2A assets that are of
comparable quality to Level 1 assets in the domestic currency are allowed to be used under
this option (ie to exceed the 40% cap). Level 2B assets should remain subject to the 15%
cap. The jurisdiction should demonstrate how this can be achieved in its supervisory
framework, having regard to the following aspects:

0] the adoption of higher qualifying standards for additional Level 2A assets.
Apart from fulfilling all the qualifying criteria for Level 2A assets, additional
requirements should be imposed. For example, the minimum credit rating of these
additional Level 2A assets should be AA or AA+ instead of AA-, and other qualitative
and quantitative criteria could be made more stringent. These assets may also be
required to be central bank eligible. This will provide a backstop for ensuring the
liquidity value of the assets; and

(i) the inclusion of a prudent diversification requirement for banks using Option
3. Banks should be required to allocate its portfolio of Level 2 assets among
different issuers and asset classes to the extent feasible in a given national market.
The jurisdiction should illustrate how this diversification requirement is to be applied
to banks.

25. The jurisdiction should provide statistical evidence to substantiate that Level 2A
assets (used under Option 3) and Level 1 assets in the domestic currency are generally of
comparable quality in terms of the maximum decline in price during a relevant period of
significant liquidity stress in the past.

26. To facilitate assessment, the jurisdiction should also provide all relevant details
associated with the use of Option 3, including:

0] the standards and criteria for allowing individual banks to use Option 3;

(i) the system for monitoring banks’ additional Level 2A asset holding under Option 3 to
ensure that they can observe the higher requirements;

(iii) the application of higher haircuts to additional Level 2A assets (and whether this is
in line with paragraph 62);"® and

8 Under paragraph 62, a minimum higher haircut of 20% should be applied to additional Level 2A assets used

under this option. The jurisdiction should conduct an analysis to assess whether the 20% haircut is sufficient
for Level 2A assets in its market, and should increase the haircut to an appropriate level if this is warranted in
order to achieve the purpose of the haircut. The relevant analysis should be provided for independent peer
review during which the jurisdiction should explain and justify the outcome of its analysis.







(iv) the existence of any restriction on the use of Level 2A assets (ie to what extent
banks will be allowed to hold such assets as a percentage of their liquid asset
stock).

Principle 3

A jurisdiction which intends to adopt one or more of the options for alternative
treatment must be committed to observing all of the obligations set out below.

27. This Principle requires a jurisdiction intending to adopt any of the options to indicate
expressly the jurisdiction’s commitment to observing the obligations relating to supervisory
monitoring, disclosure, periodic self-assessment, and independent peer review of its eligibility
for adopting the options, as set out in the criteria below. Whether these commitments are
fulfilled in practice should be assessed in subsequent periodic self-assessments and, where
necessary, in subsequent independent peer reviews.

Criterion_(a): The jurisdiction must maintain a supervisory monitoring system to
ensure that its banks comply with the rules and requirements relevant to their usage
of the options, including any associated haircuts, limits or restrictions.

28. The jurisdiction should demonstrate that it has a clearly documented framework for
monitoring the usage of the options by its banks as well as their compliance with the relevant
rules and requirements applicable to them under the supervisory framework. In particular, the
jurisdiction should have a system to ensure that the rules governing banks’ usage of the
options are met, and that the usage of the options within the banking system can be
monitored and controlled. To achieve this, the framework should be able to address the
aspects mentioned below.

Supervisory requirements

29. The jurisdiction should set out clearly the requirements that banks should meet in
order to use the options to comply with the LCR. The requirements may differ depending on
the option to be used as well as jurisdiction-specific considerations. The scope of these
requirements will generally cover the following areas:

(i) Rules governing banks’ usage of the options

The jurisdiction should devise the supervisory requirements governing banks’ usage
of the options, having regard to the guidance set out in Annex 3. Any bank-specific
requirements should be clearly communicated to the affected banks.

(i) Minimum amount of Level 1 asset holdings

Banks using the options should be informed of the minimum amount of Level 1
assets that they are required to hold in the relevant currency. The jurisdiction is
expected to set a minimum level for banks in the jurisdiction. This should
complement the requirement under (iii) below.

(iii) Maximum amount of usage of the options

In order to control the usage of the options within the banking system, banks should
be informed of any supervisory restriction applicable to them in terms of the
maximum amount of alternative HQLA (under each or all of the options) they are
allowed to hold. For example, if the maximum usage level is 70%, a bank should
maintain at least 30% of its high quality liquid asset stock in Level 1 assets in the
relevant currency.







The maximum level of usage of the options set by the jurisdiction should be
consistent with the calculations and projections used to support its compliance with
Principle 1 and Principle 2.

(iv) Relevant haircuts for using the options

The jurisdiction may apply additional haircuts to banks that use the options to limit
the uncertainty of performance, or mitigate the risks of non-performance, of the
options used (see Principle 2). These should be clearly communicated to the
affected banks.

For example, a jurisdiction that relies heavily on Option 3 may observe that a large
amount of Level 2A assets will be held by banks to fulfil their LCR needs, thereby
increasing the market liquidity risk of these assets. This may necessitate increasing
the Option 3 haircut for banks that rely heavily on these Level 2A assets.

(v) Any other restrictions

The jurisdiction may choose to apply further restrictions to banks that use the
options, which must be clearly communicated to them.

Reporting requirements

30. The jurisdiction should demonstrate that through its data collection framework (eg as
part of regular banking returns), sufficient data can be obtained from its banks to ascertain
compliance with the supervisory requirements as communicated to the banks. The
jurisdiction should determine the reporting requirements, including the types of data and
information required, the manner and frequency of reporting, and how the data and
information collected will be used.

Monitoring approach

31. The jurisdiction should also indicate how it intends to monitor banks’ compliance
with the relevant rules and requirements. This may be performed through a combination of
off-site analysis of information collected, prudential interviews with banks and on-site
examinations as necessary. For example, an on-site review may be necessary to determine
the quality of a bank’s foreign exchange risk management in order to assess the extent
which the bank should be allowed to use Option 2 to satisfy its LCR requirements.

Supervisory toolkit and powers

32. The jurisdiction should demonstrate that it has sufficient supervisory powers and
tools at its disposal to ensure compliance with the requirements governing banks’ usage of
the options. These will include tools for assessing compliance with specific requirements (eg
foreign exchange risk management under Option 2 and price risk management under
Option 3) as well as general measures and powers available to impose penalties should
banks fail to comply with the requirements applicable to them. The jurisdiction should also
demonstrate that it has sufficient powers to direct banks to comply with the general rules
and/or specific requirements imposed on them. Examples of such measures are the power to
issue directives to the banks, restriction of financial activities, financial penalties, increase of
Pillar 2 capital, etc.

33. The jurisdiction should also be prepared to restrict a bank from using the options
should it fail to comply with the relevant requirements.

Criterion (b): The jurisdiction must document and update its approach to adopting an
alternative treatment, and make that explicit and transparent to other national
supervisors. The approach should address how it complies with the applicable







criteria, limits and obligations set out in the qualifying principles, including the
determination of insufficiency in HQLA and other key aspects of its framework for
alternative treatment.

34. The jurisdiction should demonstrate that it has a clearly documented framework that
will be disclosed (whether on its website or through other means) upon the adoption of the
options for alternative treatment. The document should contain clear and transparent
information that will enable other national supervisors and stakeholders to gain a sufficient
understanding of its compliance with the qualifying principles for adoption of the options and
the manner in which it supervises the use of the options by its banks.

35. The disclosure should cover, at a minimum, the following:

(i) Assessment of insufficiency in HQLA: the jurisdiction’s self-assessment of
insufficiency in HQLA in the domestic currency, including relevant data about the
supply of, and demand for, HQLA, and major factors (eg structural, cyclical or
jurisdiction-specific) influencing the supply and demand. This assessment should
correspond with the self-assessment required under criterion 3(c) below;

(ii) Supervisory framework for adoption of alternative treatment: the jurisdiction’s
approach to applying the alternative treatment, including the option(s) allowed to be
used by banks, any guidelines, requirements and restrictions associated with the
use of such option(s) by banks, and approach to monitoring banks’ compliance with
them;

(iii) Option 1-related information: if Option 1 will be adopted, the terms of the
committed liquidity facility, including the maturity of the facility, the commitment fee
charged (and the approach adopted for setting the fee), securities eligible as
collateral for the facility (and margins required), and other terms, including any
restrictions on banks’ usage of this option;

(iv) Option 2-related information: if Option 2 will be adopted, the foreign currencies
(and types of securities under those currencies) allowed to be used, haircuts
applicable to the foreign currency HQLA, and any restrictions on banks’ usage of
this option;

(V) Option 3-related information: if Option 3 will be adopted, the Level 2A assets
allowed to be used in excess of the 40% cap (and the associated criteria), haircuts
applicable to Level 2A assets (within and above the 40% cap), and any restrictions
on banks’ usage of this option.

36. The jurisdiction should update the disclosed information whenever there are
changes to the information (eg updated self-assessment of insufficiency in HQLA
performed).

Criterion_(c): The jurisdiction must review periodically the determination of
insufficiency in HQLA at intervals not exceeding five years, and disclose the results of
review and any consequential changes to other national supervisors and
stakeholders.

37. The jurisdiction should perform a review of its eligibility for alternative treatment
every five years after it has adopted the options. The primary purpose of this review is to
determine that there remains an issue of insufficiency in HQLA in the jurisdiction. The review
should be in the form of a self-assessment of the jurisdiction’s compliance with each of the
Principles set out in this Annex.

38. The jurisdiction should have a credible process for conducting the self-assessment,
and should provide sufficient information and analysis to support the self-assessment. The







results of the self-assessment should be disclosed (on its website or through other means)
and accessible by other national supervisors and stakeholders.

39. Where the self-assessment reflects that the issue of insufficiency in HQLA no longer
exists, the jurisdiction should devise a plan for transition to the standard HQLA treatment
under the LCR and notify the Basel Committee accordingly. If the issue of insufficiency
remains but weaknesses in the jurisdiction’s relevant supervisory framework are identified
from the self-assessment, the jurisdiction should disclose its plan to address those
weaknesses within a reasonable period.

40. If the jurisdiction is aware of circumstances (eg relating to fiscal conditions, market
infrastructure or availability of liquidity, etc.) that have radically changed to an extent that may
render the issue of insufficiency in HQLA no longer relevant to the jurisdiction, it will be
expected to conduct a self-assessment promptly (ie without waiting until the next self-
assessment is due) and notify the Basel Committee of the result as soon as practicable. The
Basel Committee may similarly request the jurisdiction to conduct a self-assessment ahead
of schedule if the Committee is aware of changes that will significantly affect the jurisdiction’s
eligibility for alternative treatment.

Criterion (d): The jurisdiction must permit an independent peer review of its framework
for alternative treatment to be conducted as part of the Basel Committee’'s work
programme and address the comments made.

41. The Basel Committee will oversee the independent peer review process for
determining the eligibility of its member jurisdictions to adopt alternative treatment. Hence,
any member jurisdiction of the Committee that intends to adopt the options for alternative
treatment will permit an independent peer review of its eligibility to be performed, based on a
self-assessment report prepared by the jurisdiction to demonstrate its compliance with the
Principles. The independent peer review will be conducted in accordance with paragraphs 55
to 56 of the Basel Il liquidity framework. The jurisdiction will also permit follow-up review to
be conducted as necessary.

42. The jurisdiction will be expected to adopt a proactive attitude to responding to the
outcome of the peer review and comments made.







Annex 3

Guidance on standards governing banks’ usage of the options for
alternative liquidity approaches (ALA) under LCR

1. The following general and specific rules governing banks’ usage of the options are
for the guidance of supervisors in developing relevant standards for their banks:

[ General rules

® A bank that needs to use an alternative treatment to meet its LCR must report its
level of usage to the bank supervisor on a regular basis.

2. A bank is required to keep its supervisor informed of its usage of the options so as
to enable the supervisor to manage the aggregate usage of the options in the jurisdiction and
to monitor, where necessary, that banks using such options observe the relevant supervisory
requirements.

3. While bank-by-bank approval by the supervisor is not required for use of the ALA
options, this will not preclude individual supervisors from considering specific approval for
banks to use the options should this be warranted based on their jurisdiction-specific
circumstances. For example, use of Option 1 will typically require central bank approval of
the committed facility.

(i) A bank should not use an alternative treatment to meet its LCR more than its actual
need as reflected by the shortfall of eligible HQLA to cover its HQLA requirements in
the relevant currency.

4. A bank that needs to use the options should not be allowed to use such options
above the level required to meet its LCR (including any reasonable buffer above the 100%
standard that may be imposed by the supervisor). Banks may wish to do so for a number of
reasons. For example, they may want to have an additional liquidity facility in anticipation of
tight market conditions. However, supervisors may consider whether this should be
accommodated. Supervisors should also have a process (eg through periodic reviews) for
ensuring that the alternative HQLA held by banks are not excessive compared with their
actual need. In addition, banks should not intentionally replace its stock of Level 1 or Level 2
assets with ineligible HQLA to create a larger liquidity shortfall for economic reasons or
otherwise.

(iii) A bank must demonstrate that it has taken reasonable steps to use Level 1 and
Level 2 assets and reduce the amount of liquidity risk (as measured by reducing net
cash outflows in the LCR) to improve its LCR, before applying an alternative
treatment.

5. Holding a HQLA portfolio is not the only way to mitigate a bank’s liquidity risk. A
bank must show that it has taken concrete steps to improve its LCR before it applies an
alternative treatment. For example, a bank could improve the matching of its assets and
liabilities, attract stable funding sources, or reduce its longer term assets. Banks should not
treat the use of the options simply as an economic choice.







(iv) A bank must use Level 1 assets to a level that is consistent with the availability of
the assets in the market. The minimum level will be set by the bank supervisor for
compliance.

6. In order to ensure that banks’ usage of the options is not out of line with the
availability of Level 1 assets within the jurisdiction, the bank supervisor may set a minimum
level of Level 1 assets to be held by each bank that is consistent with the availability of Level
1 assets in the market. A bank must then ensure that it is able to hold and maintain Level 1
assets not less than the minimum level when applying the options.

Il. Specific standards for Option 2

(V) A bank using Option 2 must demonstrate that its foreign exchange risk management
system is able to measure, monitor and control the foreign exchange risk resulting
from the currency-mismatched HQLA positions. In addition, the bank must show that
it can reasonably convert the currency-mismatched HQLA to liquidity in the domestic
currency when required, particularly in a stress scenario.

7. To mitigate the risk that excessive currency mismatch may interfere with the
objectives of the framework, the bank supervisor should only allow banks that are able to
measure, monitor and control the foreign exchange risk arising from the currency
mismatched HQLA positions to use this option. As the HQLA that are eligible under Option 2
can be denominated in different foreign currencies, banks must assess the convertibility of
those foreign currencies in a stress scenario. As participants in the foreign exchange market,
they are in the best position to assess the depth of the foreign exchange swap or spot market
for converting those assets to the required liquidity in the domestic currency in times of
stress. The supervisor is also expected to restrict the currencies of the assets that are
eligible under Option 2 to those that have been historically proven to be convertible into the
domestic currency in times of stress.

M. Specific standards for Option 3

(vi) A bank using Option 3 must be able to manage the price risk associated with the
additional Level 2A assets. At a minimum, they must be able to conduct stress tests
to ascertain that the value of its stock of HQLA remains sufficient to support its LCR
during a market-wide stress event. The bank should take a higher haircut (ie higher
than the supervisor-imposed Option 3 haircut) on the value of the Level 2A assets if
the stress test results suggest that they should do so.

8. As the quality of Level 2A assets is lower than that for Level 1 assets, increasing its
composition would increase the price risk and hence the volatility of the bank’s stock of
HQLA. To mitigate the uncertainty of performance of this option, banks are required to show
that the values of the assets under stress are sufficient. They must, therefore, be able to
conduct stress tests to this effect. If there is evidence to suggest that the stress parameters
are more severe than the haircuts set by bank supervisors, the bank should adopt the more
prudent parameters and consequently increase HQLA as necessary.

(vii) A bank using Option 3 must show that it can reasonably liquidate the additional
Level 2A assets in a stress scenario.

9. With additional reliance on Level 2A assets, it is essential to ensure that the market
for these assets has sufficient depth. This standard can be implemented in several ways.
The supervisor can:

° require Level 2A assets that can be allowed to exceed the 40% cap to meet higher
qualifying criteria (eg minimum credit rating of AA+ or AA instead of AA-, central
bank eligible, etc.);







set a limit on the minimum issue size of the Level 2A assets which qualifies for use
under this option;

set a limit on the bank’s maximum holding as a percentage of the issue size of the
gualifying Level 2A asset;

set a limit on the maximum bid-ask spread, minimum volume, or minimum turnover
of the qualifying Level 2A asset; and

any other criteria appropriate for the jurisdiction.

These requirements should be more severe than the requirements associated with Level 2
assets within the 40% cap. This is because the increased reliance on Level 2A assets would
increase its concentration risk on an aggregate level, thus affecting its market liquidity.







Annex 4

lllustrative Summary of the LCR

(percentages are factors to be multiplied by the total amount of each item)

Item Factor
Stock of HQLA

A. Level 1 assets:
e Coins and bank notes
¢ Qualifying marketable securities from sovereigns, central banks,

PSEs, and multilateral development banks

. 100%

e Qualifying central bank reserves
e Domestic sovereign or central bank debt for non-0% risk-weighted

sovereigns
B. Level 2 assets (maximum of 40% of HQLA):
Level 2A assets
e Sovereign, central bank, multilateral development banks, and PSE

assets qualifying for 20% risk weighting .
e Qualifying corporate debt securities rated AA- or higher 85%
¢ Qualifying covered bonds rated AA- or higher
Level 2B assets (maximum of 15% of HQLA)
¢ Qualifying RMBS 75%
e Qualifying corporate debt securities rated between A+ and BBB- 50%
e Qualifying common equity shares 50%

Total value of stock of HQLA








Cash Outflows

A. Retail deposits:

Demand deposits and term deposits (less than 30 days maturity)

e Stable deposits (deposit insurance scheme meets additional criteria) 3%
e Stable deposits 5%
e Less stable retail deposits 10%
Term deposits with residual maturity greater than 30 days 0%
B. Unsecured wholesale funding:
Demand and term deposits (less than 30 days maturity) provided by
small business customers:
e Stable deposits 5%
e Less stable deposits 10%
Operational deposits generated by clearing, custody and cash 2504
management activities
e Portion covered by deposit insurance 5%
Cooperative banks in an institutional network (qualifying deposits with
: Lo 25%

the centralised institution)
Non-financial corporates, sovereigns, central banks, multilateral
development banks, and PSEs 40%
e If the entire amount fully covered by deposit insurance scheme 20%
Other legal entity customers 100%
C. Secured funding:
e Secured funding transactions with a central bank counterparty or 0%

backed by Level 1 assets with any counterparty.
e Secured funding transactions backed by Level 2A assets, with any

counterparty 15%
e Secured funding transactions backed by non-Level 1 or non-Level 2A

assets, with domestic sovereigns, multilateral development banks, or 250%

domestic PSEs as a counterparty
e Backed by RMBS eligible for inclusion in Level 2B 2504
e Backed by other Level 2B assets 50%
e All other secured funding transactions 100%

D. Additional requirements:

Liquidity needs (eg collateral calls) related to financing transactions,
derivatives and other contracts

3 notch downgrade

Market valuation changes on derivatives transactions (largest absolute
net 30-day collateral flows realised during the preceding 24 months)

Look back approach

Valuation changes on non-Level 1 posted collateral securing derivatives 20%
Excess collateral held by a bank related to derivative transactions that

: . 100%
could contractually be called at any time by its counterparty
Liquidity needs related to collateral contractually due from the reporting 100%

bank on derivatives transactions








Increased liquidity needs related to derivative transactions that allow

0,
collateral substitution to non-HQLA assets 100%
ABCP, SIVs, conduits, SPVs, etc:
e Liabilities from maturing ABCP, SIVs, SPVs, etc (applied to maturing
100%
amounts and returnable assets)
e Asset Backed Securities (including covered bonds) applied to 100%
maturing amounts.
Currently undrawn committed credit and liquidity facilities provided to:
e retail and small business clients 5%
10% for credit

¢ non-financial corporates, sovereigns and central banks, multilateral
development banks, and PSEs

30% for liquidity

e banks subject to prudential supervision

40%

e other financial institutions (include securities firms, insurance
companies)

40% for credit
100% for liquidity

e other legal entity customers, credit and liquidity facilities

100%

Other contingent funding liabilities (such as guarantees, letters of credit,
revocable credit and liquidity facilities, etc)

National discretion

e Trade finance 0-5%
e Customer short positions covered by other customers’ collateral 50%
Any additional contractual outflows 100%
Net derivative cash outflows 100%
Any other contractual cash outflows 100%

Total cash outflows








Cash Inflows

Maturing secured lending transactions backed by the following
collateral:

Level 1 assets 0%
Level 2A assets 15%
Level 2B assets
e Eligible RMBS 25%
e Other assets 50%
Margin lending backed by all other collateral 50%
All other assets 100%
Credit or liquidity facilities provided to the reporting bank 0%
Operational deposits held at other financial institutions (include deposits 0%
held at centralised institution of network of co-operative banks)
Other inflows by counterparty:
e Amounts to be received from retail counterparties 50%
e Amounts to be received from non-financial wholesale counterparties, .
from transactions other than those listed in above inflow categories 50%
e Amounts to be received from financial institutions and central banks, 0
from transactions other than those listed in above inflow categories. 100%
Net derivative cash inflows 100%

Other contractual cash inflows

National discretion

Total cash inflows

Total net cash outflows = Total cash outflows minus min [total cash
inflows, 75% of gross outflows]

LCR = Stock of HQLA / Total net cash outflows
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Agenda for the meeting


Introduction & status from BATF – IIF intraday liquidity working group



High level overview of feedback on last version of LITF rule book 


    - 1.00 to 1.30 pm



Review all remarks & required changes – 1.30 to 3.00 pm



BREAK - 3.00 to 3.30 pm



Review all remarks & required changes – 3.30 to 4.15 pm



Regulatory heatmap – 4.15 to 4.45 pm



Conclusions  & next steps - 4.45 to 5.00 pm
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BAFT – IIF Intraday Liquidity Reporting workgroup


BAFT (Bankers Association for Finance and Trade)and IIF (International Finance Institute) have created an Intraday Liquidity Reporting workgroup


Intraday Reporting and Management Issues Position Paper: for discussion with regulators/stakeholders on the challenges and opportunities for the industry relative to both reporting and management for direct clearing and correspondent banking, including discussion on the risks posed, what is needed for both management and reporting to be accomplished, and recommendations on each from a practical implementation standpoint.   


Common Definitions Glossary: common definitions on the information covered by the BCBS Monitoring Tools to advance discussions with regulators on adopting a more uniform approach to reporting across jurisdictions and a more consistent methodology not just from a regulatory implementation standpoint but also in bank-to-bank interactions. 
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Main conclusions from meeting of 28 January


Scope


Current version of the rule book will be updated with potential changes within the current scope. Changes will include standards changes, additional documentation on message use, clarification and mapping of references and any potential missing items and use cases. 


There won’t be any extension of the scope


Message usage


Include MT 103/ 202 in the reporting specific use case


Document use of MT 545/ MT 547


Amend current section on time stamping section & add use cases for forward & back value items


Need to extend time stamping to seconds


Balance report should always provide the “available balance”


Need to align terminology with BAFT- IIF glossary terms working group
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Main conclusions from meeting of 28 January


 


Extension of the scope of the LITF rule book

Following items are being proposed: 


Corporate Action - looking into the MT566 or use MT 900/ 910 as an alternative


Collateral management/ margin calls (including for Securities?)


Impact on Nostro Account reporting of  T2S reporting (not discussed)
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High level overview of requested changes


Purpose of the rulebook


Provide clear guidelines to establish minimum service level


Bilateral agreement to specify specific agreement beyond the rulebook


Reduce number of open issues: clarify if status if still under discussion


Scope of the rule book


Accounts types 


Nostro vs Custodian vs Clearing & Settlement systems


Transactions types


Functionality with respective requirements


Real-time monitoring & management 


Retrospective reporting & assessment  at transactional level 


Restrospective reporting & assessment at time bucket level 


Exclude reconcilation from core rule book– create high level separate section at the end of the document


Message usage with respective use cases 


In function of account type and served functionality


Changes to the use cases on payment message used as reporting


MT 942 use in retrospective space
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High level overview of requested changes


Timing of the reporting 


Will depend on the functionality served (real-time management vs. retrospective reporting)



Time stamping of reporting


Add use cases for payment’s messages



Finality


Clarify finality of reporting vs. finality of payments



References 


Include only references needed for the maping of the data elements required for the liquidity management and reporting



Glossary of terms: need for clear definitions








LITFMeeting– 5 March2015 


8















































Purpose of the rule book
New section in the document


Overall purpose: establish common global messaging practice on the use of the SWIFT intraday reporting messages related to cash accounts with the purpose to support the new regulatory requirements related to retrospective reporting on intraday liquidity flows and/or individual assessment or obligation to be able to provide the evidence of real-time liquidity management  
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    Level 1


    Level 2


    
    Level 3


    Rule book: by default global practice


    National regulation 


Bilateral SLA’s: specifying compliance with rule book + potential additional functionalities or delta with rule book















































Scope of the rule book – “Reporting function” 


ACCOUNTS TYPES


Intraday/ End of day reporting on payments related to Nostro Accounts incl. if these payments will/ have been settled through an HVPS


The reporting of the HVPS settlement leg is not part of the scope of the rule book.
Reporting mechanism and rules are being defined by the HVPS together with its community of users. Same principle apply for ancillary services. 
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MT 900


MT 103/ 202





MT 910
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MT 950


MT 950















































Scope of the rule book : reporting function 


ACCOUNTS TYPES – To be discussed later


Intraday/ End of day reporting on cash custodian accounts for cash settlement related to DvP and RvP trades (incl. netting instruction)
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Scope of the rule book – Reporting functions
Types of transactions 





Principle : intraday reporting of all cash transactions affecting the liquidity position to be reported intraday within scope of accounts including: cash settlement of securities transaction,book transfers, single settlement of multiple batched transactions, margin calls and others.
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  For a next version of the rule book


Collateral management/ margin calls:
practice currently being developed  with CCP by a separate working group. Need for alignment and cross referencing between the two groups for settlement leg reporting.


Corporate actions : need to investigate current practice and proposal to be discussed with SMPG


          Not in the scope of the rule book


Charges/ interests not material enough: not reported intraday


Intraday securities accounts positions















































Functions covered by the rule book
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			Business or regulatory context 			High level intraday reporting requirement			High level data requirement


			L+2 Internal business case for real-time liquidity management			Real-time liquidity management to be combined with below regulatory requirements			Real-time data access
Timed data at transactional level



			L+1 National implementation of BCBS Monitoring tools
+
Individual liquidity assessment*			Retrospective reporting &
assessment on real-time liquidity management			Real-time data access
Timed data at transactional level



			L1 - National implementation of BCBS Monitoring tools			As per BCBS paper - Retrospective reporting at transactional level 			No real-time data access
Timed data at transactional level


			L-1 Potential National implementation of BCBS Monitoring tools			Retrospective reporting and/or  assessment based on time bucket 			No real time reporting
Timed data at time bucket level








Level of functionality


















































MT 950 and MT 940 - available balance used for end/ start of day balance 





MT900/ 910 used for all debit/ credit entries including non SWIFT payments


MT 103/ 202 when the receiver of the payments is not the beneficiary of the funds (MT910 will not be sent out to avoid any risk of duplicate)  



MT545/ 547 for movements related to the settlement of Securities transactions
(MT 900/ 910 will not be sent out in addition to the MT 545/ 547 unless agreed bilaterally)






















Intra-day cash balance calculation







































































 


 





Cash

















Opening
Balance

MT 950
MT 940


Movement Confirmation
MT 900 - debit confirmation


MT 910 - credit  confirmation



MT 545 - RvP confirmation


MT 547 - DvP confirmation

MT 103, MT 202 or MT 200  (1)




If required  to complement with:
- MT 942 – Interim transaction report (2)
- MT 941 – Balance report 




Closing
Balance

MT 950
MT 940
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Use of messages – Real-time liquidity management and reporting at transactional level (L1 to L+2)
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Building the liquidity dash board / Collecting the reporting data Limitations of using the interim transaction report - MT 942


 Transactions  are reported under the same message time stamping
Message not fit for transactional reporting & real time dashboard


MT942 received at 4.30 am with non-individual reported items 


MT942 received at 10.00 am with non-reported items
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Exclusive use of MT 942 is not fit for real-time liquidity management and reporting at transactional level (L1 to L+2)
 















































Using SWIFT for your intraday liquidity reporting


Notes:
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Use of the interim transaction status – MT 942
Retrospective reporting based on specific time bucket (L-2)
 


“The net position should be determined by settlement time stamps (or the equivalent) using transaction-by-transaction data over the account(s).”
BCBS Intraday Liquidity Monitoring Tools


From a pure regulatory perspective however, a National regulator may agree that transactional and/ or real-time information is not required for reporting purpose or for any other individual liquidity assessment (e.g. Individual liquidity assessment from the PRA in the UK). 


In that case the regulator will have to define either at community or at individual level the specific time bucket (e.g. 15 min) according to which the information will be collected. 



The use of the MT942 will be fit for the liquidity reporting and/or assessment for that country under the condition that the reporting is sent in respect of the pre-defined time bucket by all concerned account holding institutions.
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Use of messages 
Nostro accounts use cases
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Bank A
Ordering
Institution






2


MT 103 or MT 202





MT 950









Bank B
(Account
with Institution


4



Bank C
(Beneficiary Institution)








MT 910






Bank A
Ordering
Insitution


1





2


MT 103/ 202





MT 950









Bank B



5



Bank C


Account


With Institution









MT 910





MT 103/ 202


MT 900


MT 900


MT 950


1


3


5


Use case 1: Book transfer


Use case 2: Serial payment





3


4





MT 950



Bank D
(Beneficiary Institution)


(*) MT 942 can be used for retrospective reporting based on time bucket
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Use of messages 
Nostro accounts use cases
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Bank A
(Sender)





MT 103/ 202



Bank C
(Beneficiary Institution)









Bank D



2





7


MT 202 COV


MT 950








6



Bank E






MT 910


MT 900


1


Use case 3: Cover payment





3


4





MT 950


MT 202 COV


(*) MT 942 can be used for retrospective reporting based on time bucket


5


(*) MT 942 can be used for retrospective reporting based on time bucket


















































Use of messages for cash reporting
Payments messages
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Account B Bank B @ Bank A


500 €


MT 103 / MT 202


 (we have credited your account)


Bank A


Bank A


Account


500 €


Bank B


Liquidity Balance Account B


500 €


Internal


Account


500 €


MT 910


Beneficiary


In a serial payment scenario when the sender is the account servicing institution and the account owner institution is not the end beneficiary of the funds, the payments message (Cat 1,2) should be used as the confirmation of the movement on the account.  
In that case no MT 910 will be sent to the account owner institution. In all other scenarios the payment message will not be used to report on a debit or credit entry to the account











Beneficiary


Account


500 €





Beneficiary may be a:


Corporate


Branch


Retail


Individual















































Securities Settlement liquidity movements
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Investor





Local Custodian (B)





Local Broker (A)





Domestic Broker (1)





Domestic Broker (2)





National Cash Clearer 


(NCB)





CSD





Custodian Y


Sub of Broker (A)





Custodian X


Sub of Custodian (B)





Cash Clearer 


for Broker (A)





Cash Clearer 


for Custodian (B)


3. Trade  + 

4. Confirmation + Margin


2. Trade  + 

4. Conf.


1. Trade  + 

4. Conf.


7. DVP to Y +
   


9. Confirmation


7. RVP from 1 +
   


9. Confirmation


7. RVP from  Y
   


9. Confirmation


5. RVP from 1
   


+ DVP to X


7. DVP to 1


7. RVP from  Y
   


9. Confirmation


7. RVP from  Y
9. Confirmation


10. Netted Funds
      Transfer
11. Debit
      Notification


10. Netted Funds
      Transfer

11. Debit
      Notification


10. Netted Funds
      Transfer

11. Debit
      Notification


MT 541 - Receive Against Payment


MT 543 - Deliver Against Payment


MT 545 - Receive Against Payment Confirmation


MT 547 - Deliver Against Payment Confirmation


To be reviewed during separate conference call















































Finality of the intraday reporting


To build the most accurate view on the liquidity position, the reporting should reflect a final situation: when the entry is booked to the account or has successfully been processed by the credit checking system hereby affecting the liquidity position.


The finality reporting for a debit entry should be distinguished from the finality of the payment’s processing.  From a liquidity perspective finality/irrevocability of a debit entry occurs when the transfer of money is completed between the account servicer and the account owner, that is, the time at which the account is debited. Any change to the status of this entry would require the account servicing institution to initiate a return except if country specific regulations specify otherwise. 


The finality of reporting for a credit entry will correspond to the finality of a payment.
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1








2


MT 900


MT 103/ 202





MT 910


8


                            OUT

















10


9


MT 950


MT 950















































Finality of the intraday reporting


Use case when sending bank and beneficiary banks are in the same group


For institutions that manage their liquidity position at a firm-wide level real-time reporting of payment finality will be critical. A debit confirmation does not provide any guarantee to the debtor that the payment has already been released to the Clearing system.


In most cases there will be a time lag between the time at which the debit entry is reported and the time at which the credit entry is confirmed at the beneficiary institution in the payment chain. True payment status reporting will be required to align the finality of the reporting with the payment finality.


Issue to be shared with regulators for them to understand current limitations.
BAFT/ IIF position paper? 
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MT 900


MT 103/ 202





MT 910


8


                            OUT
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9


MT 950


MT 950















































Finality of reporting
When using the MT 942


LITFMeeting– 5 March2015 


23


			Code			Value			Finality


			C			Credit			Final


			D			Debit			Final


			EC			Expected credit			Pending


			ED			Expected debit			Pending


			RC 			Reversal of credit (debit entry)			Final


			RD 			Reversal of debit (credit entry)			Final





Only code C/ D should be used for intraday liquidity reporting purpose. 


When C/D (Credit/Debit) codes are being used booking must have been


made at the time that the MT942 are being sent out. 


These entries cannot have a future date/ time


To be part of reconciliation section 
Expected credit/debit entries should only be reported to provide


an advice in case of batch entries that cannot be booked and reported intraday.



















































Time Stamping of reporting
Different types of time stamping


			Type of time stamping			Message type


			Message time stamping
- Message Header			MT103, MT 202, MT 200


			Message time stamping
Field 13D – the time at which the message has been generated. One time stamping applies to all transactions.			MT 942, MT 940, MT 950



			Message time stamping. Field 13D – the time at which the message has been generated. Date/ time stamping apply to the balance and can best be used to report the interim balance			MT 941


			Timing at which the entry was booked on the account hereby impacting the liquidity position of the account of the account owner			MT 900, MT 910 (release 2015)


			Settlement time of a DvP, RvP
when the cash entry has been booked on the account hereby impacting the liquidity position of the account of the account owner			MT 545, MT 547
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Transaction time stamping



Definition 
Date, time and time zone when the entry is posted to the account, in the books of the account servicing institution or has successfully been processed by the credit checking system.
In most of the cases the booking date and time reported in 13D will indicate that the funds are available at that date and time. In that case date in 13D will correspond to date in 32 A (value date). However in case of forward and back value date, the date reported in the two fields will be different as the booking date/ time indicated in13D will not correspond to the availability of the funds.


The time zone in which Time is expressed is to be identified by means of the offset against the UTC (Coordinated Universal Time - ISO 8601)


Example
If a financial institution in New Zealand posted the entry to the account at 15.15 PM local time on 08 January 2014, Date/Time Indication field  - :13D:1401081515+1300











Optional field: request it from
your account servicing institution 
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Transaction time stamping
For all other messages



BCBS reporting requires transaction sequencing (Date + Sequence Number)


Intraday liquidity views need transaction time stamping (Date + Time)


We recommend to work with the message time stamp from the message header (Block 2) at which you received the message 


A conversion of the local time to the UTC time zone will need to be performed based on BIC location to ensure data aggregation can be performed


However in case that your messaging interface has long down times you will need to use the sending time

Consequences: 


No sub-second information i.e. several messages with same timestamp will be 
processed in a non deterministic way


Confirmations bundled in the same message (e.g. MTs 940, 942, 950) 
share the same timestamp (order within the message sequence assumed)
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Using SWIFT for your intraday liquidity reporting


Notes:








Time Stamping of reporting
Usage rules MT 900/ MT 910– Specific remarks


Remark 1: Field format
Current format of field 13D does not allow for the reporting of seconds that is already requested by some regulators and is expected to become “the norm” in the future.
There is namely a need to put the transactions in the right order within each minute interval.
As this requires a change request it will not be available before November 2016 (subject to the official approval process). However account servicing institutions are advised to already take this requirement into consideration for their 2015 implementation of the time stamping.



In the meantime users could use the message ID of the MT 900/ 910 as a transaction sequencing basis. It is to be noted however that there is always a risk that this is not fully accurate dependent upon the operational process put in place respectively by each account servicing institution.
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Time Stamping of reporting
Usage rules MT 900/ MT 910 – Specific remarks


Remark 2:  Field type
It is important to note that field 13D is optional. It would therefore be advisable that users pro-actively request this functionality to their various account servicing institutions to enable them to implement this new functionality in time for the release date.
For the purpose of this rule book it is expected that account servicing institutions do provide this information systematically.



Remark 3: Use case 3 – intraday reporting of payments earmarked after AML screening or other compliance process
Any entry on the account on an intraday basis should be made after the account servicing insttitution  has completed its AML screening and other compliance processes. 
.
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Time Stamping of reporting
Usage rules MT 900/ MT 910– Special use cases


Back value date entries - Example 1
On 2nd February a credit entry is booked on the account with value on 1st February and the confirmation (MT 910) is sent on 2nd February at 2.30 am CET after the end of day statement has been sent. 

Field 13D of MT 910 contains following information: 1502020230 (+1)
Field 32A of MT 910 contains following information: 150201
Credit amount will be added to available balance of the end of day statement dated 1st February to be used as an opening liquidity position balance at the start of 2nd February
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Time Stamping of reporting
Usage rules MT 900/ MT 910– Special use cases


Example 2 – Back value transaction
On 2nd February at 11.20 am CET a credit entry is booked on the account with back value to 1st February. MT 910 is sent as a confirmation to this credit entry. 

Field 13D of MT 910 contains following information: 1502021120 (+1)
Field 32A of MT 910 contains following information: 150201
Difference with use case 1 is that this credit entry will be used for the calculation of the available liquidity position balance on 2nd February
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Time Stamping of reporting
Usage rules MT 900/ MT 910– Special use cases
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Use case 3 – forward value date entries
In some countries account servicing institutions report intraday on booked transactions with a future value date. In that case time stamping from 13D will be different from value date time.
Example 1
On 1st February at 16:15 pm CET a credit entry is booked on the account with forward value to 2nd February. MT 910 is sent as a confirmation to this credit entry.
- Field 13D of MT 910 contains following information: 1502011615
- Field 32A of MT 910 contains following information: 150202
At the end of 1st February the booked balance will contain this forward value credit entry. Account servicing institution will therefore separately report the available balance excluding all forward value items. 



















































Time Stamping of reporting
Usage rules MT 103/ 202– Special use cases


			Message type			Field used 			Optional 
vs. mandatory 			Time definition


			MT 545/ 547
*E3 - Amount
** B - Trade details			- Block E*/E3/98a/VALU -  
Value date/time  
or
- Block** B/98a/ESET - Effective Settlement date/ time 
			Optional


Mandatory			In the context of this rule book account servicing institutions should be providing the cash settlement date/time.
For service providers that cannot provide the cash information a bilateral agreement could be made with the account user to use the best alternative that is to send an MT 900/ 910. The use of the effective securities settlement date/ time should be the last alternative to consider. 


			MT 941			13D			Optional 			Date, time and time zone of the position at the identified time. The balance is the intra-day booked balance at that specific date and time.


			Payments
MT 103, 202
Used as reporting			 			 			 


			MT 942			13D 
Specific content definition 			Optional 			Does not provide a debit/ credit entry time 
Value date is reported in 32A with no time.
Field 13D in MT 942 reports the date, time and time zone at which the report was created. The same time will be applied to all transactions reported in the same message.
Recommendation to use “receive time” from message header (block 2). The reason for this is that large clearing banks have implemented central messaging hubs which means that the sending BIC of the MT 942 will not necessarily correspond to the BIC of the account holding entity which will affect the time calculation in case of a time zone difference.


			MT 940/ 950			No field used			 			Recommendation to use “receive time” from message header (block 2) (see MT 942)
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Time Stamping of reporting
Usage rules MT 103/ 202– Special use cases


			Message type			Field used 			Optional 
vs. mandatory 			Time definition


			MT 545/ 547
*E3 - Amount
** B - Trade details			- Block E*/E3/98a/VALU -  
Value date/time  
or
- Block** B/98a/ESET - Effective Settlement date/ time 
			Optional


Mandatory			In the context of this rule book account servicing institutions should be providing the cash settlement date/time.
For service providers that cannot provide the cash information a bilateral agreement could be made with the account user to use the best alternative that is to send an MT 900/ 910. The use of the effective securities settlement date/ time should be the last alternative to consider. 


			MT 941			13D			Optional 			Date, time and time zone of the position at the identified time. The balance is the intra-day booked balance at that specific date and time.


			Payments
MT 103, 202
Used as reporting			 No field used			 			 Recommendation to use “receive time” from message header (block 2). The reason for this is that large clearing banks have implemented central messaging hubs which means that the sending BIC of the MT 942 will not necessarily correspond to the BIC of the account holding entity which will affect the time calculation in case of a time zone difference.


			MT 942			13D 
Specific content definition 			Optional 			Does not provide a debit/ credit entry time 
Value date is reported in 32A with no time.
Field 13D in MT 942 reports the date, time and time zone at which the report was created. The same time will be applied to all transactions reported in the same message.
Recommendation to use “receive time” from message header (block 2). The reason for this is that large clearing banks have implemented central messaging hubs which means that the sending BIC of the MT 942 will not necessarily correspond to the BIC of the account holding entity which will affect the time calculation in case of a time zone difference.


			MT 940/ 950			No field used			 			Recommendation to use “receive time” from message header (block 2) (see MT 942)





LITFMeeting– 5 March 2015 


33















































Timing of the reporting based on reporting function 


LITFMeeting– 5 March2015 


34


			Business or regulatory context 			Timing of reporting


			L+2 Internal business case
 for real-time liquidity 
management

&

L+1 National implementation of BCBS Monitoring tools
+
Individual liquidity assessment*
			All reported transactions should be reported intra-day and in real-time. 
Real-time reporting is the immediate reporting of a transaction. The trigger for this reporting should therefore be when the change to the available balance is effective with the account holding institution. This could be when the amount has effectively been either debited from or credited to the account or when the credit management -process has been finalised leading to an effective impact on the available balance of the account owner. 
- Transactions settled towards the end of the day should be reported before  the end of the business day (closing of settlement systems or end of processing day) statement is sent out



















































Timing of the reporting based on reporting function 
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			Business or regulatory context 			Timing of reporting


			L1 - National implementation of BCBS Monitoring tools			The bilateral agreement should define what will be the time interval between the payment instruction and the reporting 


			L-1 Potential National implementation of BCBS Monitoring tools			The reporting is sent in respect of the defined time bucket agreed with the National Regulators


















































Balance information 


Balance information will be required to complement transactional reports if not all transactions are reported and/or as a point of validation with the internal calculated position.



At a minimum, the closing balance should be provided (mandatory). The closing balance for a specific day will be used as the opening balance of the next day. The provision of the intra-day balance should be agreed on a bilateral basis.
The provided balance should always be the available balance reporting the availability of the funds on the account



When booked balance (booked funds balance - field 62a) includes forward value date transactions, the closing available balance (Field 64) should be used. 
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Debit (MT900)


Credit (MT910)


Identifying the transactions through the references
MT 103 



Correspondent











Bank B


Bank A


Payments


MT 103


Statement (MT950)


			MT 103


			:20:


			:21:


			:32A:


			:53B:


			:59a:





			MT 900


			:20:


			:21:


			:25:


			:32A:





			MT 910


			:20:


			:21:


			:25:


			:32A:





			MT 950


			:20:


			:25:


			:28C:


			:60a:


			


			:62a:














:61:
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Using SWIFT for your intraday liquidity reporting


Notes:








Debit (MT900)


Credit (MT910)


Identifying the transactions through the references
MT 202 



Correspondent











Bank B


Bank A


Payments


MT 202


Statement (MT950)


			MT 202


			:20:


			:21:


			:32A:


			:53B:


			:58A:





			MT 900


			:20:


			:21:


			:25:


			:32A:





			MT 910


			:20:


			:21:


			:25:


			:32A:





			MT 950


			:20:


			:25:


			:28C:


			:60a:


			


			:62a:
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Using SWIFT for your intraday liquidity reporting


Notes:








Proposed next steps


Monthly meeting in London: 3rd March


Liquidity rule book


SWIFT submission updated version – 20th March. 


Review call – 1st April afternoon 


Written feedback by 1st April 


Final agreement – 7th April 














LITFMeeting– 5 March2015 


39















































A pragmatic approach to evolve
current version of the LITF rule book
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Review/ finalise
within current
scope
Version 3.0


Submit to 
PMPG 
Review
Early April March


Publication
- SWIFT.com
- MyStandards


- Standards  
  Hanbook 



 



Extend scope as from 4/ 2015


Release 4 by
12/ 2015 ?


Agree on enablers for industry adoption 















































BCBS intraday liquidity reporting monitoring tools 
Regulatory progress report


Contribution from participating banks to update country regulatory progress 


SWIFT to consolidate/ share & publish updated report “branded LITF/..”
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Thank you
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Use of messages 
Nostro accounts use cases
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Investment Manager





Trade RVP / DVP



Bank C
(Beneficiary Institution)








Account Servicer


Cash Correspondent 


2





7


MT 202


MT 950








6



Bank E






MT 910


(a/c cash cor.)


MT 900


(a/c cash cor.)


1


Use case 1: Securities and Cash settlement by the custodian
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MT 950


MT 202 COV


5


Custodian





Notification to Receive (MT 210) 
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MT 545 / MT 547


5





MT 900 / MT 910 and MT 950
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Use of messages 
Nostro accounts use cases
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Broker 


Dealer





Trade RVP / DVP


Investment Manager has a:
- Credit Line or;


- Collateral








Account Servicer


Cash Correspondent 
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MT 202 (Net Amount)


MT 950








6



Bank E






MT 910


(a/c cash cor.)


MT 900


(a/c cash cor.)


1


Use case 2: Cash netted settlement by the custodian
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MT 950
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Use of messages 
Nostro accounts use cases
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Investment Manager





Trade RVP / DVP (Split Indicator)








Account Servicer


Cash Correspondent 


2





7


MT 202 (Net Amount)


MT 950
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MT 900
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Use case 3: Securities and Cash split settlement





3


4





MT 950


MT 202 COV


5


Custodian


2





MT 544 / MT 546
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MT 900 / MT 910
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Bank Name



Barclays Mr Abhijeet Kulkarni 



Barclays Mr David Gaselee



Barclays Mr  David X Rankin



Barclays Mr Steve Noulton



BNY Mellon MR Bryan Kirkpatrick



Citi Mrs Lorraine Dilworth



CommerzBank 



Mr



Matthias Mrozek



Crédit Suisse Mr Paul Randell 



Crédit Suisse Mr Paulo Dacosta



Deutsche Bank Mr  Oliver Voss



Goldman Sachs Mrs Vanessa Grant



ING Mr Lex Mok
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Bank Name



JP Morgan Mrs  Dolores Tesha



JP Morgan Mr Ernest J. Flores



JP Morgan Mr Julian Richings



Santander Mr Claudio Sancho Corrales



Santander Mr Matthew Ransom 



SEB Mr Jesper Linden



Société Générale Newedge UK Limited 



Mr



Dennis Sweeney



Société Générale Newedge UK Limited  Mr Richard Turnbull



Standard Bank Mr Ian Wallace



State Street  Mr Lee Reeves



Wells Fargo Mr Michael Knorr



Wells Fargo Mrs Rory Hudson
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Collaboration with BATF- IIF Intraday Liquidity working group
TASK - OBJECTIVES

Advocacy- establishing dialogue with regulators BATF - IIF
Requirements definition with regulators - i.e. urgent payment BATF - IIF

Defining industry Data requirements

- Messaging standards LITE

- Data management practice
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MT 900 Confirmation of Debit

Status | Tag Field Name Content/Options No.
M 20 | Transaction Reference Number 16x 1
M 21 | Related Reference 16x 2
M 25 | Account Identification 35x 3
o 13D ime Indication 1 4
M 32A | Value Date, Currency Code, Amount 6In3la15d 54
(o} 52a | Ordering Institution AorD 65
(o} 72 | Sender to Receiver Information 6*35x 76

M = Mandatory, O = Optional
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MT 910 Confirmation of Credit

Status | Tag Field Name Content/Options No.
M 20 | Transaction Reference Number 16x 1
M 21 | Related Reference 16x 2
M 25 | Account Identification 35x 3
o 13D | Date/Time Indication 6indin1ix4in 4
M | 32A | Value Date, Currency Code, Amount 6in3la15d 54
O | 50a | Ordering Customer AF,orK 65
O | 52a | Ordering Institution AorD 76
O | 56a | Intermediary AorD 87
o 72 | Sender to Receiver Information 6%35x 98

M = Mandatory, O = Optional
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“ll you can't fly, then run,

if you can't run, then walk,

if you can't walk, then crawl,

but whatever you do,

you have to keep moving forward.

— Martin Luther King Jr.
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COUNTRY

STATUS

Canada

us

UK

The
Netherlands

France

Switzerland

The Office of the Superintendent of Financial Institutions (OSFI) officially recognised the new reporting tools
and stated that they will continue to review the applicable implementation date for these metrics —
whichwill be on 1 January, 2017 at the latest.

Implementation agreed with FED on USD. Requirements to be clarified
Banks need to demonstrate appropriate management & controls (JP Morgan indication of mid 2015 traffic)

Regulation YY, US enhanced prudential standards for foreign banking organisations operating in the US as
from July 2016: an FBO with combined U.S. assets of $50 billion or more must establish and maintain
procedures for intraday liquidity risk management.

In 2009, the UK regulator was firstin issuing intraday quantitative measures and reporting, and to associate

these with monitoring and controls through individual liquidity adequacy assessments (ILAA) on the
capability of the financial institution to manage its intraday liquidity in real-time.

Task force established for the BCBS Monitoring tools implementation.

The Dutch Central Bank, which is responsible for prudential regulation, has implemented an “ILAA” Process
(ILAAP), for Dutch banks, including reporting, to demonstrate how they manage “intraday liquidity risks”.

Cicular of 3 November 2014 related to banking firms, payments and investments services firms submitted to
the control of ACPR « I'Autorité de controle prudentiel et de résolution » from Banque de France to update
the CRBF 97-02 mentions in Chapter V: Measure liquidity risks including intra-day.

In January 2014, the Swiss regulator FINMA announced a new liquidity circular and mentions: “Banks must
be able to demonstrate that they are in a position to reliably estimate and manage the consequences of an
intra-day stress event on the bank’s liquidity situation.”

FINMA has now requested to report as from February 2015 on a “best effortbasis”
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INTRADAY LIQUIDITY REPORTING RULEBOOK

from the Liquidity Implementation Task Force
Version 4, 29 April 2015

This rulebook aims at documenting industry practices and usage rules of the SWIFT
messages to report on cash movements, both in the FIN and the 1ISO 20022 worlds,
for common minimum implementation by service users and service providers in
support of real-time position management and nostro reconciliation.
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1. SUMMARY

1.1 THE BACKGROUND

New regulatory frameworks are imposing quantitative measures and reporting as well as new systems
and control requirements including:
o the obligation for each financial institution to monitor/build in real-time its cash position across
accounts and currencies in order to meet its payments and settlement obligations;
o the obligation to manage and report liquidity position at a firm-wide level across branches and
legal entities;
o the obligation to build historical information to support intraday liquidity modeling, liquidity
forecasting and liquidity risks analytics.

There is an expectation that requirements for managing intra-day liquidity risk will be incorporated in all
new liquidity regulatory developments. In April 2013 the BCBS (Basel Committee on Banking
Supervision) issued its “Monitoring tools for intraday liquidity management” (BCBS 248) which
references Principle 8 of the BCBS’s Principles for Sound Liquidity Risk Management and Supervision
and outlines quantitative data requirements that are very similar to existing intraday liquidity frameworks
already in place (for example in the UK). The tools will need to be implemented according to each
jurisdiction’s regulatory timing. The BCBS paper requires an implementation between 1% January 2015
and 1* January 2017. Although the tools require banks to report retrospective measures on their
intraday liquidity flows we see more regulators requiring from their respective community to provide the
evidence that they can manage their liquidity flows in real-time.

The need for improved monitoring of intra-day liquidity flows and positions both in real-time and on a
retrospective historical basis has led all financial institutions to review their current cash and liquidity
operations with a focus on intra-day.

As a result, there is a stronger need for a liquidity dashboard to better monitor and manage intraday
positions and a centralised transactional database to help build historical analytics.

Many institutions have largely invested in internal projects to integrate their front to back office systems
with their cash and treasury operations and started to develop their liquidity dashboard. With new
regulatory frameworks being put in place many more institutions around the world have now also
started an intraday liquidity project. However all recent community consultations still highlight data
management issues leading to a lack of visibility on the intraday cash positions mainly due to a lack of
a common practice for intraday cash reporting. The last SWIFT survey on Intraday Liquidity reporting
confirms the most common issues experienced by the cash, liquidity and treasury operations (1).

A consistent feedback from the industry highlights the following issues:
o toofew transactions are reported on a real-time basis especially in the nostro space (68% of
respondents);
o lack of timeliness of the reporting ;
lack of granularity of the information provided;
o lack of common definition and business practice of the current message types mainly used by
the industry (FIN Cat9 messages)

! Intraday Liquidity Reporting: Survey findings
See also white paper — “Intraday Liquidity Reporting — Industry status and the case for a common global approach”
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These issues can be addressed through collaboration and development of a common set of definitions
and business practices at industry level for the reporting of intra-day cash flows by the Account
Servicing Institutions.

1.2 THE PURPOSE

The purpose of this rule book is to address the issues mentioned in the former section by establishing a
common global market practice on the use of the SWIFT intraday reporting messages.

This will provide financial institutions with a means to obtain the information requested by regulators in
the different jurisdictions and to manage their liquidity on an intraday or real-time basis.

The rule book aims at establishing the “by default” practice for the industry to be used as a reference
document by financial institutions.

The rule book could however be superseded by any local regulation that would contradict one or
several of its principles.

Bilateral service level agreements (SLA’s) established between the account servicing institution and the
account owner institution may confirm the support of the present rule book and also document specific
principles which cannot be put in practice either because of the local regulation or for any other reason.
These bilateral SLA’s will also typically document the additional reporting features provided by the
service provider.

1.3 THE BUSINESS CASE

In addition to the compliance aspects real-time liquidity monitoring/ management should lead to
substantial financial benefits.

As a closely related topic real-time account reconciliation will lead to additional benefits that have also
been listed in this section for further consideration by the community. However real-time reconciliation
is not part of the scope of the present rule book.

1.3.1 Real-time position management

Real-time position management provides substantial financial benefits such as the ability to:

¢ Enable a tighter payment flow control hereby reducing the cash surplus and overdraft costs and
avoiding important settlement issues;

¢ Help reduce the counterparty risk namely through a higher transparency of liquidity risk
transfer;

e Avoid trade settlement issues (support of PVP, DVP/RVP),

o Detect potential exceptions and solve the most important ones before the cut-off hereby
reducing potential related charges and interests;

e Reduce the need for emergency funding hereby reducing the related costs and risks especially
during times of higher market volatility;

¢ Reduce credit lines usage.

The dashboard based on a combination of internal forecasts and external reporting should ultimately
result in enhanced intra-day liquidity management which may help reduce the required liquidity buffer.

1.3.2 Real-time account reconciliation

The intra-day/real-time liquidity reporting brings tangible additional benefits to the reconciliation
process:
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o Earlier detection/resolution of issues related to pending items (payments and receipts that have
not yet settled or cash receipts that have not been pre-advised). This will lead to an improved
customer service and reduce the cost of exception management;

e Reduced counterparty/exposure risk related to un-reconciled items leading to a reduction in
financial costs generated by a potential end of day overdrawn balance;

e Support internal liquidity allocation to separate business lines and feed transactional databases
providing liquidity risk analytics.

1.4 THE INITIATIVE

The Liquidity Implementation Task Force (LITF) was formed by a group of large clearing banks and
global brokers in 2011 with the purpose to resolve cash reporting issues at an industry level. Users on
the banks’ side as well as on the brokers’ side confirmed the same issues related to a lack of industry
practice for the intra-day cash reporting impeding efficient cash, liquidity and treasury management as
well as compliance with regulatory reporting. The conclusion was the development and adoption of a
community standard and business practice in the FI to FI (°) space that is essential to address
demands driven by regulators for improved intraday liquidity control and regulatory reporting.

The LITF intraday liquidity reporting rule book aims at defining a set of minimum requirements for all
service providers. Any additional requirement should be agreed on a bilateral basis.

The present version of the rule book has been reviewed by its current members (see annex 1) and is
based on market feedback. Two requirements or questions have been postponed for further
discussions as they relate to issues that could not be easily solved in the short term and/or constitute
an extension to the present scope. One will potentially be further discussed with the regulators in order
to seek for some clarification. They can be found in the section 5 - “Requirements postponed for further
discussions”

1.5 THE APPROACH

The approach proposed to the group(s) can be summarised in 3 steps:

o Step 1: Define common minimum reqguirements

The purpose of the business practice is to address in a standard way the essential
requirements of financial institutions to meet their intraday liquidity reporting and/or
management requirements.

Requirements pushed to bilateral service level agreements are of lower criticality and have
been kept to a minimum to create a true industry practice.

The regulatory reporting will indeed need to be based on the different Service Provider’s
settlement confirmations and not on the internal forecasting system.

The industry practice therefore establishes common minimum requirements for the use of the
confirmations messages (also called “reporting messages”) that support the requirements from
the regulators.

Those common minimum requirements are defined in each of the subsequent sections of this
document and may be summarised as follows:
e Industry practice requirements (see section 2) to ensure
o Afull coverage of the reporting within the required scope — See Best Practice 1
o A standardised use of the reporting messages according to the different use cases
for the different types of accounts — See Best Practice 2

2 | to FI: Financial Institution to Financial Institution
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o The timely access to the data — See Best Practice 3

o Common industry definition on the finality of the reporting messages — See Best
Practice 4

e Data requirements (see section 3) to ensure and document

o Correct available balance information is provided according to different use cases-
See Best Practice 5

o The use of the correct time stamping of the debit and credit entries dependent
upon the reporting message type used and according to the different use cases—
see Best Practice 6

o The mapping of references between the payments, the intraday reporting and the
end of day reporting messages — See Business Practice 7

o The use of the parties related to the payments in the reporting messages to
support matching with the internal information — see Business Practice 8

o The use of the account information to serve the same purpose - See Business
Practice 8

o Step 2: Deliver best business practice

The business practice should be endorsed by the financial institutions that are currently
focused on intra-day liquidity reporting and management

It will therefore be essential to continue to share and promote the rule book as much as
possible in the industry with other industry liquidity groups and with SWIFT National Users
groups. The PMPG (Payment Market Practice Group) will review the rule book in 2015. Its
endorsement of the rule book is also essential to enable further support and visibility within the
industry at worldwide level.

Finally the publication of the present rule book in the SWIFT collaborative platform called
“MyStandards” ensures this business practice can be shared and will also ease its adoption by
the broader community.

For FIN messages, the documentation of the usage rules in respect of the rule book should be
published once endorsed by the PMPG;

For 1ISO20022 messages, as soon as it is requested by the community, subset schemas can be
produced that will embed the rules as defined by the Liquidity Implementation Task Force and
will be easily comparable to other rules already defined namely in the Bank to Corporate space
(CGI-MP implementation rules?’). These will allow for greater automation as they support
validation during message creation.

The Liquidity Implementation Task Force is collaborating with the BATF/ e working group on
intraday liquidity with the purpose to support as much as possible industry alignment on
terminology and definitions. In particular the “Common Definitions Glossary Group” will look at
establishing common definitions related to the BCBS Monitoring Tools.

o Step 3: Define implementation model

The precise set of messages needed for the implementation of an intraday liquidity dashboard
for reporting and or management purposes may depend on the specific requirements from the
National regulator(s) to which a financial institution will need to report to.

Real-time data collection at transactional level
Some regulators have already implemented a broader regulatory intraday liquidity framework

including the obligation for banks to provide the evidence that they manage their intraday
liquidity in real-time. This requires that all data is collected in real-time and at transactional

% “CGI-MP - Common Global Implementation Market Practices” rules agreed in the Bank-to-Corporate
space by an increasing number of banks for the implementation of the ISO 20022 cash reporting
messages.

* BATF - Bankers Association for Finance and Trade - IIF — Institute of International Finance
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level. This type of regulatory framework is already in place in some countries such as in the UK
where the ILAA’s (Individual Liquidity Adequacy Assessments) are taking place on a regular
basis.

We expect more regulators to implement a similar process in a rather short term as the BCBS

specifies in its paper that the tools are to be considered as a way to promote the application of
the principles 8, Principles for Sound Liquidity Risk Management and Supervision published by
the BCBS in 2008.

Data collection at transactional level but not in real-time

Other regulators may initially decide to only require the retrospective reporting of the tools as
defined in the BCBS paper. This could lead banks to elect to collect transaction data
retrospectively. In this case the data will still need to be collected at transactional level with a
confirmation of the time at which the debit or the credit entry has affected the liquidity position.

Collection of bulked data according to a specific time bucket requirement

Lastly, some regulators may not require transaction level reporting or real-time management.
This means that the bank would not need to produce its regulatory reporting based on time
stamped information reported at transactional level but rather according to a maximum pre-
agreed time interval.

As an example the bank would be allowed to report on its three largest net positive positions
based on batched settlement information obtained at an interval of 15 minutes rather than at a
transactional level. Debit and credit confirmations could be delivered by the service providers
either through a batch reporting sent at a maximum time interval of 15 minutes or through a
transactional reporting providing the accurate time stamping information.

It is however important to note that if within the same organisation different legal entities have
to report at different levels the only way to aggregate the data in order to get a central view
across the various entities and/ or at currency level will be to collect the data at the highest
level of granularity. In other words if a legal entity within the group needs to report at
transactional level and another legal entity needs to report at time bucket level the only way to
aggregate the data for both entities will be to collect all data at transactional level.

Below table summarises the three different implementation models in which Level 1 (L1)
represents the reference model | that is the implementation model required by the BCBS
Intraday Liquidity Monitoring tools (BCBS 248)

The table is used as a reference in various sections of the document to highlight the differences
between the different implementation models.

It is important to distinguish the regulatory reporting requirements from the data and the related
messaging reporting requirements.

For the purpose of this rule book service providers should be able to provide the highest level
of messaging reporting functionality (L1+1) that is the real time reporting of timed data at
transactional level.
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Business or regulatory | High level regulatory Data access vs. data

context reporting requirement time stamping
requirements

L1+1 National Retrospective reporting & - Real-time data access

implementation of BCBS assessmenton real-time - Timeddata at

Monitoring tools liquidity management transactional level

+
Individual liquidity

assessment*

L1 - National As per BCBS paper - - No real-time data
implementation of BCBS Retrospective reporting at access
Monitoring tools transactional level - Timed data at

transactional level

L1-1 Potential National Retrospective reporting No real time data

implementation of BCBS and/or assessment based access

Monitoring tools on time bucket - Timed data at time
bucket level

Message syntax

Participants to the group have unanimously agreed that an XML based solution is the most
appropriate solution for the future. However, it will be challenging considering the low level of
readiness and adoption plan, especially in the nostro space.

In order to ensure the adoption of the present rule book by the widest community possible the
LITF has recommended the following way forward.

Banks should adopt a pragmatic approach in order to be compliant, in time, with the regulatory
requirements - using FIN® intra-day reporting messages in respect of the best practices defined
in this rulebook.

There is, at this stage, neither take-up of the ISO 20022 standards nor any short term
implementation project in the interbank reporting space. The present rule book therefore
focuses in more details on the FIN messages.

The LITF will however periodically re-evaluate the need to revisit this rule book in order to
support the implementation of the ISO 20022 messages and more specifically a subset of the
camt.053, camt.054 and/or camt.052, in line with the same best practices.

A detailed comparison has already been completed between this rule book and the CGI-Market
Practice Implementation Guidelines (**) that confirms compatibility between the two, with very
few minor differences. It is expected that even if the group chooses to implement ISO 20022
messages firms will have to support co-existence with FIN messages for several years as
adoption will be gradual.

®In this rulebook, FIN messages are also referred to as MT messages. The 1ISO 20022 messages are
also referred to as XML messages or MX messages. Wherever relevant, the exact MT or MX technical
name is given.
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2. INDUSTRY PRACTICE

This section documents the key principles to be implemented as part of a cash reporting best practice
with the aim to create common industry standards in support of the new intraday liquidity regulatory
frameworks.

2.1 BEST PRACTICE 1 - REPORTING FUNCTION AND SCOPE

All service providers should aim at covering the needs for the highest level of implementation (L1+1) to
support real-time position monitoring/ management and the related potential individual assessment by a
national regulator.

Defining the reporting function is essential to scope the cash/liquidity reporting requirements.

Accounts types:

This rule book aims at covering two types of cash accounts: nostro accounts and custodian cash
accounts.

Cash accounts at large value payments systems are excluded from the scope of this rule book as each
of this system have implemented their own intraday cash/liquidity reporting messaging and usage
guidelines.

Securities accounts are excluded from the scope of this rule book as there are currently no intraday
measures on securities positions that need to be reported in the scope of the BCBS Monitoring Tools.

Transactions types:

All cash transactions related to the above mentioned types of accounts and affecting the liquidity
position are in the scope of this rule book. This includes the cash settlement of securities transactions
(delivery of securities versus payment and receipt of securities versus payment), book transfers, cash
deposits, as well as single settlement of multiple batched transactions, corporate actions and margin
calls.

These transactions should be reported on an intraday basis in respect of the sub-sequent sections.

It is expected that service providers may experience some issues in reporting in real-time some types of
batched transactions which are typically processed and settled at the end of the day. Service providers
should however attempt to report all batch transactions before close of day. A more detailed section on
batch transactions can be found in annex 7.4

For the intraday liquidity monitoring/management only the principle transaction amount is hecessary
and is reported through the debit/credit confirmations. Charges and interests will not be confirmed on
an intraday basis. They should however be reconciled based on the end of day statement provided if
they relate to the transaction itself and are deducted from the transaction amount.

The charges, interests and fees that relate to the account management and service provision (usually
billed on a monthly basis) are out of the scope of the liquidity reporting.
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2.2 BEST PRACTICE 2 - MESSAGE USAGE

The concept of an intraday liquidity dashboard sourced with data from FIN messages will rely on a
short set of messages.

The closing available balance is extracted from the end of day statement (MT 950 or MT 940) and is
used as the opening balance of the following business day.

As a minimum all account servicing institutions should be able to report all cash debit/credit entries
posted on the account at transactional level and on a real-time basis using debit and credit
confirmations (MT 900, MT 910) as well as delivery and receipt of securities versus payment
confirmations (MT 545, MT 547).

In addition the interim transaction report (MT 942) can be used to serve the implementation model to
support a time bucket reporting that would have been pre-agreed by the national regulator.

Finally it is important to note that FIN intraday cash reporting messages can be used for the reporting of
SWIFT as well as non-SWIFT related payments such as book transfers.

The provision of an intra-day balance should be agreed bilaterally (see section 3.1). The MT 941 should

be used for that purpose and will typically be pushed at specific agreed times to check that the intra-day
balance calculated internally match the effective service provider’'s balance.

Intra-day cash balance calculation

Opening Movement Confirmation Closing
Bal MT 900 - debit confirmation Bal
alance i1 949 _ credit confirmation alance
MT 950 MT 545 - RvP confirmation MT 950
MT 940 MT 547 - DvP confirmation MT 940

MT 103, MT 202 or MT 200 (1)

If required tocomplement with:
- MT 942 — Interim transaction report (2)
- MT 941 — Balance report

(1) One use case only to use MT 103/ MT 202 (COV) in this context. The instruction indicates that the receiver’s account
at the sender has already been credited when the account owner is not the end beneficiary of the payment.
(2) The Interim transaction report may only be used to provide timed data at bucket level.
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2.2.1 Nostro accounts

The precise set of messages needed for the implementation of an intraday liquidity dashboard for
liquidity monitoring, management and/or a reporting purpose depends on the regulatory requirements
from the national regulator(s) to which a financial institution should report to.

Below table shows the messages that should be used for each of the implementation models:

Business or High level regulatory Data access vs. data Intraday reporting
regulatory context requirement time stamping messages
requirements
L1+1 National Retrospective reporting - Real-time data - MT900
implementation of & access & messaging - MT 910
BCBS Monitoring tools  assessment on real-time reporting
i liquidity management - Timeddata at - MT103 (1%)
Individual liquidity transactional level - MT202 (1)
assessment®
L1 - National As per BCBS paper - - No real-time data - MT900
implementation of Retrospective reporting access & messaging - MT 910
BCBS Monitoring tools  at transactional level reporting
- Timeddata at - MT103 (1%)
transactional level - MT202 (1%)
L1-1 Potential National = Retrospective reporting - No real time data - MT942
implementation of and/or assessment access & messaging - MT 900
BCBS Monitoring tools  based on time bucket reporting - MT910
- Timed data at time
bucket level - MT103 (1%)
- MT 202 (1%)

(1*) MT 103 and MT 202 (COV) are not reporting messages, but the information present in the instructions

is used in the scope of the intraday liquidity reporting movements. This use of the MT 103 and MT 202 is only valid

for use case 4. In some scenarios — where multiple banks are in the chain - it is possible that MT202COV may also come into
scope?

Implementation models Level L1 and Level L1+1

The BCBS monitoring tools requires banks to collect the data at transactional level.
“The net position should be determined by settlement time stamps (or the equivalent) using transaction-
by-transaction data over the account(s).” BCBS Intraday Liquidity Monitoring Tools (BCBS 248)

If the bank is being requested (or is willing) to monitor/manage its liquidity positions in real-time each
movement on the accounts will also need to be reported at transactional level.

For both levels of implementation the use of the single debit (MT 900) and credit confirmation (MT 910)
will be required.

The interim transaction report does not adequately serve the purpose of real-time liquidity monitoring
and management or of regulatory reporting at transactional level as it is sent periodically and reported
transactions are batched under the same time stamp.

As a result net position calculations at specific times of the day do not reflect the reality because all
debit and credit entries will be aggregated under a same time stamp. The resulting balance is also flat
for a minimum period of 15 minutes which does not represent the reality.

Calculations made on some individual accounts using this message type demonstrated that the impact
on the liquidity usage curve calculation can be substantial, (see below graph) especially if the frequency
of the report is low and the reported amounts are high.
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Intraday liquidity usage curve using a mix of MT 942
and MT 900/910
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Implementation models Level L1-1

Some regulators may agree for their community or for specific banks with a lower risk profile that
transactional and/ or real-time information is not required for reporting purpose or for any other
individual liquidity assessment.

Debit and credit confirmations could be delivered by the service providers in a batch mode to enable for
a position calculation at a time bucket level. The interim transaction report MT 942 will typically be used
to support that model even though MT900 and MT 910 could also be used and aggregated internally.

Message standard use cases for the reporting of cash accounts:

- Book transfer

In a serial payment scenario when the sender and the receiver of the funds have an account
relationship with the same account servicing institution this one will not only send a debit
confirmation to the sending institution but also a credit confirmation to the beneficiary institution.

Use case 1a: Book transfer

Qi 103
] MT 900 r;\ MT 910
wroso O

Bank B
(Account
with Institution)

—_—
Ordering MT 850
Customer

Broker/ Dealer
(Beneficiary)

(*) KT 942 can be used for retros pective reporting based on time bucket

and

Use case 1b: Book transfer

NT 202

P IENN S,

M T 900 e MT 910 .‘,1'!\

e ————.
(2] MT 850
BankA . BankB Bank C

(Ordering 1T 950 () (Account {Beneficiary
Institution) with Institution) Institution)

(*) MT 942 can be used for retrospective reporting based on time bucket
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- Serial payment

In a serial payment scenario when the initiating bank does not have the same account servicing
institution as the beneficiary bank, each account servicing institution will respectively confirm the
debit and the credit entry on their account.

Use case 2a: Serial payment

™ MT 103
3 o—. s @ w103 . @ wren
s S
T 900 M M
Ordering «______ OQur 950
Customer MT 850 a Bank B Bank C Corporate C
Account

Beneficia
With Institution t vl

and

Use case 2b: Serial payment

? o MT 202 <. O ur o2
W, ™ weo \.Ht_'\

[+ T T i,
=

BankA «——_ Bank B Bank C a MT 830 Bank D
- 1=
OT'Z?E”_I'IQ MT 850 a’ Account |Beneficiary
Insitution With Institution Institution)

- Cover payment

In a cover payment scenario if the initiating bank and the beneficiary bank do not use the same
account servicing institution, each of these will send respectively a debit and a credit confirmation.

Use case 3: Cover payment

€ T 103 202

LN

Bank A

(Sender) MT 950 Bank C

MT 200 (Beneficiary

> \\ e Institution)

MT 2223 (EEAT MT 510
\ r\B MT 202 COV N (+ ]

@ MT 850 —_—

l‘['
Bank D

Bank E

(*) MT 942 can be used for retrospective reporting based ontime bucket
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Information extracted from the MT 103 or the MT 202 instruction to be used as confirmation
of the liguidity movement

In a serial payment scenario when the sender of the payment is the account servicing institution
and the account owner institution is not the end beneficiary of the funds, the payments message
(Cat 1 and 2) should be used as the confirmation of the movement on the account. In that case no
MT 910 will be sent to the account owner institution to avoid any duplicate processing.

Use case 4: MT 103 instruction in addition confirms the liquidity movement
™ - .
*I} f\
Al n z——-
MT 101 = MT 103 LR, MT 310
e {we have credited
Ordering Bank " your secount) Bank B Beneficiary
Customer
COwdering
Invoice to pay Customer Account B Liquidity Balance Internal Beneficiary Beneficiary
Account Bank B Account B Account Account may be &
= Corporate
= Retail
500 € 500€ — — — 500 €
500 & 500€
In that case no MT 910 will be sent to the account owner institution (Bank B).
and
Use case 4: MT 202 instruction in addition confirms the liquidity movement
o ‘"\ - &
m ——— LA \m
S MT 202 MT 202 SR MT 910 LY,
A {we have credited
Ordering Banx b your scoount) Bank B Beneficiary
Institution
Crdering
Invoice to pay Institution Account B Liguidity Balance Intemnal Beneficiary Beneficiary
Account Bsnk B Account B Account Acocount may be a:
= Branch of B
= Another
Bank
500 € 500€ = = = 500€
500 € 500 €
In that case no MT 910 will be sent to the account owner institution (Bank B).

In all other scenarios the payment message will not be used to report on a debit or credit entry to the
account.

The MT 103 or MT 202 is used in some countries to confirm the cover payment, which is a special use
case in which the payment is made in another currency than the receiver's (i.e. BIC-NL receives a USD
payment from BIC-USD). However, this MT 103 / MT 202 should be replaced by an MT 910 to confirm
the receipt of the cover payment.
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2.2.2 Custodian accounts

2221 Securities settlements

For cash movements related to the settlement of securities transactions, the account servicing
institutions will send in real-time the related confirmation messages, once the securities transaction has
been settled. The message sent will be:

- An MT 545 for the receive against payment confirmation or;

- An MT 547 for the delivery against payment confirmation.

In the normal process, only the settlement amount will be provided in the confirmation, as the cash
account is linked to the safekeeping account or the financial instrument.

The below use cases only illustrate the cash movements related to nostro accounts involved in the
securities settlement process for custodian accounts. They do not include any market infrastructure’s
related confirmations as this is out of scope of the current rule book.

Use case la: Individual transaction settlement performed by the custodian

In case the custodian is the cash and securities agent for the settlement, which is the most common
case with broker dealers and investment banks, following flows are applicable. Custodian bank will
send a deliver or receive versus payment confirmation message to the broker dealer/investment bank.
In the case no sufficient cash information is present in the confirmation or in the case that the securities
confirmations messages have not been integrated in the liquidity dashboard of the account owner, an
MT900 or an MT 910 can be sent in addition to the MT 545 and to the MT 547 based on a bilateral
agreement.

At the end of the day the Custodian bank will send an end of day statement message (MT 950 or MT
940) to the broker dealer/ investment bank.

Use case 1a: Securities and cash settlement by the custodian

@) Trage RvP @ Trade RvP Trade DVP () Trade DVP )
B oo W T B guwer W
HR, wmrses @ AL MTsss @) B @) mrsay N @ owrser NG
—— — —
Broker 1T 900 € custodian, T 00 €  cs0 @ M7 210 custodian € 17 210 Broker
Dealer Dealer

Cash account held by Custodian
with no foreign exchange required

No cash leg present in the MT 545 or MT 547,
when securities and cash accounts are linked

Most usual case for Broker Dealers

Use case 1b and 1c: Different cash correspondent from the custodian

This is mostly the case when flows do involve foreign exchange operations. When the transaction is a
“receive” (use case 1b), the cash correspondent of the broker dealer and/or the investment bank
informs the custodian that a cash transfer has been issued for the settlement of the cash leg of the
transaction as illustrated below.

When the transaction is a “deliver” (use case 1c), the custodian will make the payment to the cash
correspondent of the broker dealer and/or the investment bank who will confirm the credit entry to the
broker dealer/investment bank.

The custodian will send an MT 545 (use case 1b) or an MT 547 (use case 1c) to the broker
dealer/investment bank.

In this case the MT 900 (case 1b) or the MT 910 (case 1c) will also be sent by the cash correspondent
to the broker dealer/ investment bank.
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Additional cash confirmation will only be sent by the custodian based on a bilateral agreement.

© traerve

f\ e' Motification to Receive (MT 210 f\

LLLH LLLH
g1 mTses @ Nih
Broker T 900 and MT 950 e Custodian
Dealer

MT 202 e
WMT 900 “l} 0 (aic cash cor.)

(a/c cash cor) » ! Y

Account Servicer
Cash Correspondent

Use case 1b: Securities and cash settlement by the custodian (RvFP)

Remarks:
* Step 6 no always

provided today.

Cash account held by Custodian
with foreign exchange required

No cash leg present in the MT 545,
when securities and cash accounts are linked

and

) Trade VP

f\ MT 547 €D f\

LLLII T D4R mmd LI DER LLLH
L, ..l.\ <10 and 950 e L __l_\

MT 900 and MT 950
Broker o Custodian
Dealer
MT 202 T 900

MT 910 F‘} (a/c cash cor)

{alc cash cor) N ‘ 1

Account Servicer
Cash Correspondent

Use case 1c: Securities and cash settlement by the custodian (DvP})

Remarks:

+ Step 3 no always
provided today.

+ Steps4and 5are
optional based on
bilateral agreement
[seeuse case 2)

Cash account held by Custodian
with foreign exchange required

No cash leg present in the MT 547,
when securities and cash accounts are linked

Use case 1d: Custodian authorised to debit the account of the broker dealer at the cash

correspondent.

Another practice also exists according to which the broker dealer/investment bank and the custodian

setup a bilateral agreement to allow the custodian to debit their cash account at their cash

correspondent.

In this case the cash confirmation will be sent by the cash correspondent to the broker

dealer/investment bank. Custodian send a receive versus payment’s confirmation but will not send any
additional cash confirmation unless bilaterally agreed.
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Use case 1d: Securities and cash settlement by the custodian (RvF)

. @ TradeRve )
& o
M ut ses @ L
Broker Custodian
Dealer
a Remarks:
3 ] + MT 204 (Financial
_ T 204 MT 210 Markets Direct Debit)
MT 900 “"} (alc cash cor) sroulzdtbe used i:'f
, step 2 to request for
i h cor. &q
fale cash cor) = the debit of the
Account Servicer account

Cash Correspondent

No cash account held by Custodian

Custodian has been authorised to debit the account of the
broker dealer at the cash provider.

Use case 2: All settlements are netted by the custodian

Use case 2: Cash netted settlement by the custodian

© 7rade RVP 1DVP

&} MT 545 / T 547 ) %\l\
\—-.”\' * MNT G50 \_4.”\'
Broker a Custodian
Dealer

MT 202 (Net Amount) oo
MT 900 “"} 0 (aic cash cor)
(a/c cazh cor) SALLL

Account Servicer

Broker Dealer has

established:

+ A creditline or;

+ Collateral at
Custodian

For settlement of

securities transactions

Cash Correspondent

In this case, the custodian provides both settlement of the securities and the cash, but the actual cash
is only transferred through the cash correspondent account of the broker dealer/investment bank as a

netted amount at the close of the business day. In order to support this scenario, the broker
dealer/investment bank has set up a credit line or collateral at the custodian for the maximum possible

debit of the cash account serviced by the custodian. The cash correspondent sends the cash
confirmation to the broker dealer/investment bank and to the custodian will send a receive versus

payment’s confirmation.

Additional cash confirmation will be sent based on bilateral agreements.

The cash correspondent also sends the end-of-day statement to the broker dealer or the investment

bank.
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2.2.2.2 Margin call

Regulatory pressure imposes collateralised transactions to be accurately and timely settled. This
increases the number of variation margin calls between financial institutions, whether they are part of a

cleared transaction (e.g. for standardised OTC derivative) or a non-cleared transaction (e.g. repurchase
agreement). Variation margin being essentially cash, tracking these movements is also crucial.

Although the Margin Calls scenarios are fully in line with previously developed scenarios on liquidity
movements, Margin Calls are “unplanned” events depending on the market conditions, which cannot be
easily forecasted. This explains why there is a dedicated section in the present rule book.

The following scenarios are currently used and developed as best practice in the cleared/non-cleared
collateral movement space:

Use case 1: Cleared Margin call - Excess cash posting

In this scenario, the central counterparty is debiting directly the collateral giver’s account. The account
servicer is confirming the actual debit/credit by sending MT 900 and MT 910 to the relevant parties. In
this case the account servicer is the same for the collateral giver and collateral taker.

Use case 1: cleared Margin call: Excess cash Posting

Q w204 (3]
—_—_—
& MT 910 & MT 900 ;ﬁ\

Collateral MT 950 Collateral
Taker Bank A Giver
(CCP) MT 950 (Bank B)

Use case 2: Cleared Margin call - Excess cash Recall

In this scenario, the central counterparty is crediting directly the collateral giver’s account. The account
servicer is confirming the actual debit/credit by sending MT 900 and MT910 to the relevant parties. In
this case the account servicer is the same for the collateral giver and collateral taker.

Use case 2: cleared Margin call: Excess cashRecall

mo MT 202 (3]
| R
ML T oo ﬁ%\ MT 910 ﬁ\

Collateral Bank A
Taker an Giver
ccp) Moo @ (Bank B)

e
MT 950 o Collateral
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Use case 3: Non cleared Margin call - Excess cash Posting

In this scenario, when the initiating bank does not have the same account servicing institution as the
beneficiary bank, each account servicing institution will respectively confirm the debit and the credit

entry on their account.

Use case 3: non cleared Margin Call: Excess cash Posting

MT 202
& wror @ & © v 202
D E— @ wrooo

Collateral MT 950 @ BankB
Taker <

Giver
(BankA) Qw os0 (Bank D)

BankC Collateral

Use case 4: Non - Cleared Margin call - Excess cash Recall

In this scenario, when the initiating bank does not have the same account servicing institution as the
beneficiary bank, each account servicing institution will respectively confirm the debit and the credit

entry on their account.

Use case 4: non cleared Margin call: Excess cashrecall

MT 202
iy , © w202 O wrono
MT 900 >
———
Collateral 9 Bank B Collateral

Taker : Bank C °MT 920 Gi
wer
(BankA) MT950 @) (Bank D)

2.2.2.3  Corporate actions

Postponed for further discussion - Consultation with Securities Market Practice Group (SMPG) to inform
on best practice.
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2.3 BEST PRACTICE 3 - TIMELINESS OF DATA ACCESS AND OF
THE MESSAGING REPORTING

The timing required for the data access will determine the timing according to which the service
provider will need to report on liquidity movements on an account. This will depend on the requirements
from the National regulator(s) to which their financial institutions customers will need to report to.

For the purpose of this rule book service providers should be able to report debit and credit entries in
real-time.

Below table indicates the timing required for the reporting on the movements according to the
regulatory requirement.

Business or High level regulatory Data access vs. data Intraday reporting
regulatory context requirement time stamping messages
requirements
L1+1 National Retrospective reporting - Real-time data - MT 900
implementation of & access & messaging - MT 910
BCBS Monitoring tools  assessment on real-time reporting
+ liquidity management - Timed data at - MT 103 (1%)
Individual liquidity transactional level - MT 202 (1%)
assessment®
L1 - National As per BCBS paper - - No real-time data - MT 900
implementation of Retrospective reporting access & messaging - MT 910
BCBS Monitoring tools  at transactional level reporting
- Timed data at - MT103 (1)
transactional level - MT 202 (1%)
L1-1 Potential National = Retrospective reporting - No real time data - MT 942
implementation of and/or assessment access & messaging - MT 900
BCBS Monitoring tools  based on time bucket reporting - MT910
- Timed data at time
bucket level - MT 103 (1%)
- MT 202 (1*%)

(1*) MT 103 and MT 202(COV) are not reporting messages, but the information present in the instructions
is used in the scope of the intraday liquidity reporting movements. This use of the MT 103 and MT 202(CQV) is
only valid for use case 4 of section 2.2.1

Implementation models Level L1+1

In countries where the regulators require reporting banks to provide the evidence they manage their
liquidity positions in real time, real-time reporting of debit and credit entries will be required from service
providers.

Real-time reporting is the immediate reporting of a transaction. The trigger for this reporting should be
when the amount has effectively been either debited from or credited to the account and when the
payment’s processing is complete or final (see section 2.4). .

The minimum timeline between completing the debit or credit and sending the message has not been

defined in real quantitative terms by the LITF but this is something that service providers should apply
on a best-effort basis and in good faith.

Implementation models Level L1

The BCBS monitoring tools do not require the collection of the data in real-time.
Bilateral agreement should therefore define what will be the time interval the time at which a debit/credit
entry has affected the account’s position and their related intraday messaging reporting.
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Implementation models Level L1-1

A time bucket reporting to the regulator requires the regulator to define either at community or at
individual level the specific time interval that the bank should use to report on its intraday liquidity usage
(for example 15 min).

Reporting scheduling needs to be agreed between the service provider and the service user.

2.4 BEST PRACTICE 4 - FINALITY OF REPORTING

To build the most accurate view on the liquidity position, the reporting should reflect a final situation to
the extent that this applies to the payment’'s processing. A debit confirmation does not provide any
guarantee to the debtor that the payment has already been released to the Clearing or settlement
system. True payment status reporting is required to align the account posting view with the payment
life cycle. This item has been documented in section 5.1 Finality of Payment has it is felt that it could be
solved in the short term.

For now the finality of a debit/credit entry should be distinguished from the finality of the payment’s
processing.

From a liquidity perspective and for the purpose of this rule book finality/irrevocability of a debit entry
occurs when the transfer of money is completed between the account servicer and the account owner,
that is, the time at which the account is debited. Any change to the status of this entry would require the
account servicing institution to initiate a return except if country specific regulations specify otherwise.
The finality of reporting for a credit entry corresponds to the finality of a payment.

The reporting of the finality of a debit/credit entry therefore provides the correct information from an
account position management perspective and MT 900 or MT 910 should be considered as a final
confirmation of these entries even though its irrevocability depends on country specific regulation (see
annex 7.2)

In current market conditions the use of these message types is also necessary to reduce potential
counterparty risk as they do acknowledge the transfer of liquidity ownership from one institution to
another.

When the MT 942 is used for intraday liquidity reporting purpose only final items should be reported.
Service providers should indicate finality using field 61 — subfield 3 — Debit/Credit Mark.

Code Value Finality
C Credit Final
D Debit Final
EC Expected credit Pending
ED Expected debit Pending
RC Reversal of credit (debit entry) | Final
RD Reversal of debit (credit entry) | Final

When C/D (Credit/Debit) or RC/RD (Reversal of Credit/Debit) codes are used, the booking of the
transaction has been done on the account at the time the MT 942 report is sent out. These entries
cannot have a future date.
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3. DATA REQUIREMENTS

This section documents the key data requirements to support the real-time liquidity reporting best
practice.

3.1 BEST PRACTICE 5 -BALANCE INFORMATION

The development of a real-time liquidity dashboard requires data at transactional level. Balance
information is however required to identify potential transactions that have not been reported on an
intraday basis and/or as a point of validation with the internal calculated position.

At a minimum, the closing balance should be provided (mandatory). The closing balance for a specific
day will be used as the opening balance for the next day.

The “closing balance- booked funds™® (field 62a) is the mandatory balance provided by all account
servicing institutions. It is worthwhile noting that for the end of day balance reported through MT 940 or
MT 950, the key focus is on the availability of the funds on the account.

Although the transactions may be booked, the funds may in some cases only be available at a future
date and the “booked funds” balance (field 62a- mandatory) then does not provide the exact available
position.

In the frame of this rule book, account servicing institutions should provide the “closing available
balance” (field 64).in case the booked balance contains forward value items.

In the MT 940 field 65 (repetitive) can be provided to also report the forward balance(s) which will be
available to the account owner on the specified date(s).

If there is only one statement message transmitted for the period, this field must use tag option F that is
the final closing balance (field 62F). When several messages are transmitted for the same statement
period, all messages except the last message must contain the intermediate closing balance (field
62M).

The opening balance (field 60a) must match with the “closing available booked balance” of the previous
day. However if there are still some postings after the closing statement has been sent at the end of the
day, these transactions will be added to the opening balance of the next day and will be reported in the
next end of day statement (see section 3.2 on the time stamping of the messages — use case back
value transaction).

The provision of the intra-day balance should be agreed on a bilateral basis (that is, at pre-agreed
times or every time a transaction is posted in the account).

The MT 941 is used to transmit balance information, reflecting the situation at the identified time in field
13D. The structure provided by the MT 941 is similar to the structure from the end of day statement.
Therefore the above remarks on the types of balances to be used for the end of day statement
message do also apply for this message.

The intra-day balance is the available balance or the booked balance (same day value) excluding
forward/future balance and credit facilities. The available balance is the amount of money that is usable
for the next transaction’.

6 ISO 20022 equivalent definition: Closing Booked Balance: balance of the account at the end of the pre-agreed account
reporting period. It is the sum of the opening booked balance at the beginning of the period and all entries booked to the account
during the pre-agreed account reporting period.

1ISO 20022 equivalent definition: Available Balance: balance of an amount of money that is at the disposal of the account owner
on the date/time specified.
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Implementation aspects:

The trigger to send or receive the intra-day balance depends on whether the balance reporting is
implemented in pull (on demand) or push (pre-agreed times) mode and with or separately from the
transaction reporting.

In FIN, the implementation of the request message (MT 920) would be required to support the pulling
mechanism. As not many players can handle the request message, the implementation of the pull
mode would induce additional costs.

As a consequence, the push mode should be encouraged at industry level and triggers (i.e. specific
time) should be pre-agreed bilaterally.

3.2 BEST PRACTICE 6 — DEBIT AND CREDIT ENTRIES
REPORTING TIME STAMPING

As stated in section 2.2, all transactions including securities transactions, margin calls, book transfers,
cheques/deposits and batch payments settlement need to be reported on an intraday basis and as
stated in section 2.4 the reporting is to be triggered once the payment’s processing is complete or final.

A timestamp field is available to help identify the precise date and time of when the transaction has
taken place form an intra-day liquidity management perspective. A definition of the timestamps
available within the different intra-day messages is provided below.

In the frame of this rule book account servicing institutions should be supporting the date/time
timestamp according to the rules explained in this section.

The timing is reported differently depending on the message type:

Optional
Tvpe Field Used VS. Time definition
yp Mandatory

Message

MT 900 or | 13D Optional Date, time and time zone when the entry is posted to
MT 910 the account, in the books of the account servicing
institution or has successfully been processed by the
credit checking system.

In most of the cases the booking date and time
reported in 13D indicates that the funds are available
at that date and time. In that case date in 13D
corresponds to date in 32 A (value date). However in
case of forward and back value date transactions, the
date reported in the two fields is different (see use
cases 1 to 4).as the booking date/time indicated in
13D will not correspond to the availability of the funds.
See use cases below.

MT 545 or e Sequence Optional In most of the cases, the securities account and the
MT 547 E/E3/98a/VALU - cash account are linked together at the settlement
Value date/time place and the cash account details are not provided in
or the securities transaction confirmation. The Sequence
e Sequence Mandatory | E is only present when an alternative cash account or
B/98a/ESET - cash parties are used for a split settlement of the
Effective Settlement securities  transaction. Therefore the effective
date/time settlement date/time should be used when no cash
elements are provided in the confirmation.

When MT 900 and MT 910 messages are used to
confirm the cash settlement of Securities transactions
(see use cases in section 2.2.2) please refer to above
time stamping usage specifications.

MT 941 13D Optional Date, time and time zone of the position at the
identified time. If field 62F is used the balance is the
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intra-day booked balance at that specific date and

time.
MT 103 or | Time provided in the FIN Recommendation to use “receive time” from message
MT 202 message header (block header (block 2). The reason for this is that large
2). clearing banks have implemented central messaging
hubs which means that the sending BIC of the MT
Only when information of 103 or the MT 202 does not necessarily correspond to
payment instruction is the BIC of the account holding entity which affects the
used as reporting. time calculation in case of a time zone difference.

This however requires the messaging interface of the
receiving institution to be up and running at all times
and to have very restricted down times. In case a
firm’s messaging interface has long down times,
sending time will have to be used instead.

MT 942 13D Mandatory | Does not provide a debit/credit entry time
Specific content definition Value date is reported in 32A with no time.
Field 13D in MT 942 reports the date, time and time

zone at which the report was created. The same time
is applied to all transactions reported in the same

message.
MT 940/ | No field used Recommendation to use “receive time” from message
950 header (block 2 -see details for MT 103 and MT 202)

For the MT 900 and MT 910 a new field, “Date, Time indication” (13D) has been added to both
message types MT 900 and MT 910 as part of the FIN Standards Release 2015.

The field also allows for the indication of the time zone in which Time is expressed. Time zone will be
indicated by means of the offset against the UTC (Coordinated Universal Time - ISO 8601).

Example
If a financial institution in New Zealand posted the entry to the account at 15.15 PM local time on 08

January 2014, Date/Time Indication field would be completed as follows: 13D:1401081515+1300

Important remarks:

Remark 1: Field format

Current format of field 13D does not allow for the reporting of seconds that is already requested by
some regulators and is expected to become “the norm” in the future.

There is namely a need to put the transactions in the right order within each minute interval.

As this requires a change request it will not be available before November 2016 (subject to the official
approval process). However account servicing institutions are advised to already take this requirement
into consideration for their 2015 implementation of the time stamping.

In the meantime users could use the message ID of the MT 900/ MT 910 as a transaction sequencing
basis. It is to be noted however that there is always a risk that this is not fully accurate dependent upon
the operational process put in place respectively by each account servicing institution.

Remark 2: Field type

It is important to note that field 13D is optional. To comply with the liquidity requirements, account
servicing institutions should implement this field and deliver it to their customer to enable them to
implement this new functionality in time for the release date.

For the purpose of this rule book it is expected that account servicing institutions do provide this
information systematically.
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Remark 3: Intraday reporting of payments earmarked after AML screening or other compliance process
Any entry on the account on an intraday basis should be made after the account servicing institution
has completed its AML screening and other compliance processes.

Special use cases:

Use case 1 — back value date entries

It is felt that entries with back value date don’t have an impact on the intraday position and risk related
to that specific day. They should therefore be affected to the position according to the date/time at
which they have been booked on the account.

Examgle 1

On 2™ February a credit entry is booked on the account with value on 1* February. However the
confirmation (MT 910) is sent on 2 February at 2.30 am CET after the end of day statement has been
sent.

Field 13D of MT 910 contains following information: 1502020230 (+1)
Field 32A of MT 910 contains following information: 150201

Credit amount is added to available balance of the end of day statement dated 1°' February to be used
as an opening liquidity position balance at the start of 2" February.

A J0 Bsoln
L+ Ao Buuado

01 Feb 20135 Owernight 02 Feb 2015
L

OLEDODG 1IN

MT 900 / MT 910 32A - Value Date 13D - Timestamp Balance Walue

Considered for calculation ofthe actual
opening balance on 02 Feb 2015:

addition ofall entriez booked overnight to the
Example 1 01 Feb 2015 02 Feb 2015 -2.30 am WT 950 reported closing balance forthe
liquidity position).

WT 900 / MT 310 will be reported in MT 950 of
the 02 Feb 2015

Example 2

On 2™ February at 11.20 am CET a credit entry is booked on the account with back value to 1%
February. MT 910 is sent as a confirmation to this credit entry.

Field 13D of MT 910 contains following information: 1502021120 (+1)
Field 32A of MT 910 contains following information: 150201

This credit entry is used for the calculation of the available liquidity position balance on 2 February
and will be reported in the end of day statement of that day.
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Aeq 1o asopn
I+ A jo Buiuado

01 Feb 2015 Overnight 02 Feb 2015
L

oss W
OLELIMO0E 1IN

MT 900 / MT 910 32A - Value Date 13D - Timestamp Balance Value

Considered for calculation ofthe available

Example 2 01 Feb 2015 02 Feb 2015 - 11.20 am balance on 02 Feb 2015, at 11.20 am

Use case 2 — forward value date entries

In some countries account servicing institutions report intraday on booked transactions with a future
value date. In that case time stamping from 13D is different from value date time.

Example 1
On 1 February at 16:15 pm CET a credit entry is booked on the account with forward value to 2

February. MT 910 is sent as a confirmation to this credit entry.

Field 13D of MT 910 contains following information: 1502011615
Field 32A of MT 910 contains following information: 150202

At the end of 1% February the booked balance contains this forward value credit entry. Account
servicing institution reports therefore separately the available balance excluding all forward value items.

Aeq jo ason
|+ Aeq o Buado

01 Feb 2015 Owernight 02 Feb 2015
»>

OLELINYO0GLIY
0SE 1N,

MTS00 / MT910 | 32A - Value Date 13D - Timestamp Balance Value

Considered for calculation ofthe forward
available balance for 02 Feb 2015, which will
be added to the MT 350 reported closing
balance.

Example 3 02 Feb 2015 01 Feb 2015 - 16.15 pm
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3.3 BEST PRACTICE 7 — MAPPING OF THE RELATED REFERENCE

Best practice on the use of the underlying reference is key to support intraday liquidity
management/monitoring and reporting.

It would be better to refer to SWIFT usage guidelines rather than list all of the below. That would
prevent the need to keep the below in sync with SWIFT usage guidelines.

The purpose of this section is to ensure that the account owner institution can:

map the reporting information with the original payment transaction;

ensure there is no duplicate in payment’s processing and identify any undue payment or missing

payment;

identify the entries that would not have been reported during the day but which have been reported
in the end of day statement.

The usage of the related reference has therefore been documented in the below table to enable for the
mapping between the payments messages, the intraday and the end of day reporting messages used
for liquidity reporting purpose.

MT Field Maps to MT Maps to Field
MT 101 21 Transaction Reference MT 103 Only if Field 70 absent in MT 101
70 Remittance Information with
code /ROC/
21R Customer Specified Reference | MT 900 21 Related Reference
- If21Ris absent then
21 Transaction Reference
70 Remittance Information MT 103 70 Remittance Information
MT 103 20 Sender’s Reference MT 202 COV 21 Related Reference
MT 900 21 Related Reference
70 Remittance Information MT 103 70 Remittance Information
70 Remittance Information MT 910 21 Related Reference
(1st 16 chars after code /ROC/ or, if
/ROC/ absent, after code /RFB/)
MT 202 (COV) 20 Transaction Reference MT 900 21 Related Reference

21 Related Reference

MT 202 MT 205
(cov)

21 Related Reference

MT 910 21 Related Reference
MT 202
MT 545 :20C:SEME MT 202 21 Related Reference
MT 547 Sender's message reference
Sequence A
General
Information

(Mandatory) with

Al Linkages
(Mandatory
Repetitive)

Reference (at least one must be
present out of the following)

e PREV - Previous Message
Reference: assigned by the
securities account owner, when
present
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e RELA - Related Message
Reference: assigned by the
securities account servicer,
when present

e  MITI - Market Infrastructure
Transaction Identification:
assigned by the securities
market infrastructure
processing the transaction,
when present

e PCTI - Processor Transaction
Identification: assigned by a
processing entity, when
present)

:20C:PROC

Reference relevant to the cash party
provided (optional)

MT 101 Same fields as above MT 950 Statement line 61 subfield 7 (field
20 of related transaction or

MT 103 MT 940 mutually agreed reference for FX

MT 202 (COV) MT 942 or securities Transactions, or
cheque number)"

MT 545

"If code NON REF used in

MT 547 subfield 7 - info can be provided
in subfield 9 -supplementary
details (free format)

or field 86 — info to account
owner (free format)"

3.4 BEST PRACTICE 8 = INFORMATION ON PARTIES

In FIN, the formatted field to report payments related, parties information is limited to field 52a (Ordering
institution) in the MT 900. The MT 910 covers fields 50 or 52a and 56a. This should be sufficient to
support the real-time position management.

Additional parties’ data could also be reported using the free text field:
- field 72 (Sender to receiver information) for the MT 900 or MT 910 and;
- field 86 (Information to account owner in sequence) for the MT 942.

This needs however to be agreed on a bilateral basis as this is not strictly needed from a pure intraday
liquidity monitoring/ management and reporting.
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3.5 BEST PRACTICE 9 - ACCOUNT INFORMATION

For the purpose of this rule book account information must always be provided in the intraday reporting
messages by the account servicing institutions.
Account servicing institutions should, as much as possible, use the same account number format and
length across the different types of messages supporting the intraday liquidity requirements.

Optional

Message type Field used vs. Mandatory Format
MT 900 :25 — Account M 35x
MT 910 Identification
MT 545 :97a —in Subsequence (0] For the purpose of this rule book cash
E2 Cash Parties account identifier should be provided by
MT 547 Account (Allows the the account servicing institution (35x)
identification of the cash Account qualifier allows to specify the
account) type of account. For the purpose of this
97a in Mandatory intraday rule book only movements to
ée : . M “CASH” accounts needs to be reported.
quence C Financial
Instrument — Account Customers may however agree bilaterally
that entries to the account can be
reported based on the “safekeeping
account” identifier. In that case the
account owner institution needs to
establish a mapping table between the
safe account number and the cash
account number.
MT 942 :25 — Account M 35x
Identification
MT 103 No account identification N/A When instruction is used to provide
MT 202 liquidity movement information,

associated account number is derived
from the sender/ recipient pairing,
provided by the customer unless field
51A is available in MT 103 and 52a in MT
202 and serves as the reference.
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4. MESSAGE MAPPING TABLE

The user requirements as documented in previous sections have been defined on the MT messages.
This sections aims at providing a mapping table between the MT messages and the ISO 20022
messages as available today.

This section is only for information purpose.

It should be noted, that the mapping of the liquidity requirements are better supported through the
design of the ISO 20022 messages, especially for the reporting messages, such as the Bank-To-
Customer Account Report (camt.052) and the Bank-To-Customer Debit/Credit Notification (camt.054).
The adoption of these messages is currently very limited, especially in the Financial Institutions to
Financial Institutions business area. Therefore, it was agreed that the detailed mapping of the fields
would be postponed to a future version of the rulebook.

For the detailed scope of the messages, please refer to Annex 2 (See 7.2) and Annex 3 (See 7.3)

SWIFT Standards MT Messages ISO 20022 MX Messages

MT 103 Single Customer Credit Transfer pacs.008: FI To FI Customer Credit Transfer

MT 202 General Financial Institution Transfer pacs.009: Financial Institution Credit Transfer

MT 202.COV General Financial Institution Transfer

MT 545 Receive Against Payment Confirmation sese.025: Securities Settlement Transaction

MT 547 Deliver Against Payment Confirmation Confirmation (same message for both legs)

MT 900 Confirmation of Debit camt.054: Bank To Customer Debit Credit Notification

MT 910 Confirmation of Credit (multiple occurrences possible)

MT 941 Balance Report camt.052: Bank To Customer Account Report

MT 942 Interim Transaction Report camt.054: Bank To Customer Debit Credit Notification
(with no balance information) OR
camt.052: Bank To Customer Account Report (with
balance information)

MT 940 Customer Statement Message camt.053: Bank To Customer Statement

MT 950 Statement Message
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5. REQUIREMENTS POSTPONED FOR FUTURE
DISCUSSIONS

In this section we have described the requirements for which a short term effective solution could not
be found and potentially for which the impact needs to be re-assessed together with the regulator.

LITF participants do not consider these items will prevent them from achieving their goals on real-time
liquidity management/ monitoring and to produce the necessary reporting to be compliant with the new
regulatory frameworks.

5.1 FINALITY OF PAYMENT

To build the most accurate view on the liquidity position, the reporting should reflect a final situation.

It is currently difficult to build such a view for the debit entries due to a disconnect between the
accounting process and the payments process of the service providers.

From a position management perspective this potentially leads to an issue in terms of managing the
cash position in real-time at a firm-wide level for internal transfers (as illustrated below). This could
potentially lead to compliance issues and question is also raised on the potential liquidity risk in case of
default of the service provider.

Below is an illustration of the use case scenario:

Players: the below flow shows brokers as service users and banks as service providers. However, any
Financial Institution can play the role of a service user (e.qg., it can be another bank) with the same type
of issues and messages exchanged. Brokers are used only for illustration purposes.

Timestamps: to avoid confusion, all players are in the same time zone. However, timestamps are given
only for illustration purposes. The underlying issue is the time lag between the actual debit and the
actual credit and the related confirmations.

Business context: after analysing the gross settlement versus the net settlement, it seems that there is
no difference in terms of where the issue arises and the market practice that could solve it. Note that in
the case of netting settlement, the timing for Bank B to generate the MT 900 depends on the netting
schedule of the netting system (DNS) (see explanation below).

Use case: Broker A (FR branch) account is debited while Bank B is temporarily short in EUR. Debit can
take place at the National Central Bank (NCB) only an hour later, when Bank B account is provisioned.
Confirmation from Bank C is sent long after cash has been posted. Flows in scope of the current work
are the shaded parties

ISSUE DESCRIPTION

® L]
9.00am
Paymentorder 11.00 am

Broker A/ (Ectjf;{di‘o‘g;\‘ﬂnsmr)/ Payment Broker A/
FR branch 10.00am confimation ¥ |IT branch
(user) Paymentorder (credit) (user)
\ (credittransfer) R
9.01am L
Payment E A

i
i

N 1
confirmation !
I

(debit) Bank B Bank C
(service provider) W _ : (service provider)
roker A/ FR branch el ! ! PPid
Reporting 1001am™>~ Y ' -7 1001am
obligation Confirmation [1 Confirmation
\l A
N >
\ >

National Central Bank
Regulator (RTGS, eg TARGET2)

or Netting System

(DNS, eg EBA, CHAPS)

Bank B Bank C
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The requirement is to get accurate information at specific points in time, based on a common
understanding of finality.

Proposed Market Practice:

5.2

o

Payment confirmation (finality) could only be done through the implementation of a separate
“payment status” message only available in XML format and used in the Corporate-To-Bank
space. Another possibility would be to copy the payment order used as a confirmation. This
confirmation from the service provider (above Bank B) to service user (above Broker A/ FR
branch) could only be sent after confirmation has been received by Bank B from the NCB or DNS.
However the implementation of such a message would lead to a substantial cost for the
community.

It is therefore recommended to evaluate, in more detail, the relevance and the importance of this
issue. As a first step, the industry confirmed that it does not need to be addressed at this
point.

The preference would be to obtain full coverage and full detail of all movements across the
accounts held.

Final note: in some cases, the service provider (here Bank B) may decide to batch the payments
orders to the next level (RTGS / DNS). In that case, reporting cannot be done in real-time.

CORPORATE ACTIONS

Best practice on intraday reporting of corporate actions related payments such as dividends and
interest could not be confirmed at this stage. For this reason this item has been parked for the time

being.

Consultation will be done very shortly with the Securities Market Practice group to inform on best
practice.
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6.

REAL-TIME RECONCILIATION

The present rule book really focusses on intraday liquidity monitoring, management and reporting.
LITF participants agree that account reconciliation is a separate function to liquidity monitoring and
management. For this reason the requirements related to real-time reconciliation should not be part of
the present rule book.

It is felt however that a better practice for intraday liquidity reporting should help support and improve
the intraday reconciliation process which can bring substantial financial benefits.
This is the reason why this section has been kept for an information purpose only. It is not binding to
any service provider.

It is advisable that banks looking to address the requirements of both processes with one

implementation consider the requirements for liquidity monitoring/ management and reporting as a first

priority.

They should therefore refer to the former sections of this document and complement where needed
with bilateral service level agreements.

In terms of the message types MT 942 message do better respond to the requirements of intraday
reconciliation. Its use is however only compatible with the intraday liquidity reporting requirements if the
national regulators to which the bank needs to report agree on a time bucket reporting.

If this is not the case the bank will need to evaluate the best optimum mix of messaging in order to
collect the required data to support its regulatory liquidity reporting and/or assessment and at the same
time supporting its real-time/ intraday account reconciliation.

Best practice on the reporting of the references of the underlying payment is even more important to
support intraday reconciliation process. Therefore the mapping rules of section 3.3 should also be

respected.

For real-time/intraday account reconciliation, all payments related parties and payments related agents
indicated in the original payment instruction (MT 103 or MT 202) should also best be reported.
It is therefore recommended to provide as much information as possible from the original payment

instruction as per below table.

MT 900 - MT 910 - MT 942 - Interim MT 941 - Balance MT 940 / MT 950 | MT 545 / MT 575
MT 103 / MT 202 | Confirmation of | Confirmation of Transaction Report Statement DVP/RVP
Debit Credit Report P Messages Confirmation
. . Optional

. Sender to Ordering Information to Information to Subsequence E2

Ordering - Account Owner Account Owner ;
. Receiver customer . ) . . Cash Parties
customer details : . : (either Field 86 or N/A (either Field 86 or .
- Information (optional field ) . (field 95a —
(field 50a) ; ) subfield 7 of subfield 7 of o
(optional field 72) 50a) . . qualifier DEBT —
statement line 61) statement line 61)
Debtor)

. Optional
‘Sel_"ndlng Ordering Ordering ) . Subsequence E2
institution P P Information to Information to :

: institution institution Cash Parties
(ordering ional field ional field Account Owner N/A Account Owner field

institution — field | (oPtional fie (optional field | ional field 86) (optional field ge)| _ (field 95a~
52a) 52a) qualifier PAYE -
52a) ; L
Paying Institution)
Sender's Is?eenccjeei\:et? ??incdeei\;;? Information to Information to
correspondent Information Information Account Owner N/A Account Owner N/A
(field 53a) (optional field72) | (optional field72) (optional field 86) (optional field 86)
. Sender to Sender to . .
Receiver's Receiver Receiver Information to Information to
correspondent Information Information Account Owner N/A Account Owner N/A
(field 55a) (optional field72) | (optional field72) (optional field 86) (optional field 86)
Third Sender to Sender (o Information to Information to
reimbursement Receiver Receiver
e ) : ) Account Owner N/A Account Owner N/A
institution (field Information Information

54a)

(optional field72)

(optional field72)

(optional field 86)

(optional field 86)
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Optional

Intermediary Sender to Intermediary Information to Information to | SuPsequence E2
L ) Receiver . ) Cash Parties
institution (field : (optional field | Account Owner N/A Account Owner )
56a) Information 56a) (optional field 86) (optional field ge)| _ (field 95a -
(optional field72) qualifier INTM —
Intermediary)
Optional
Sender to Subsequence E2
Account with Receiver Account Information to Information to Cash Parties
institution (field Information identification (field] Account Owner N/A Account Owner (field 95a —
57a) ) ; 25) (optional field 86) (optional field 86) | qualifier ACCW —
(optional field72) ’
Account with
institution)
Optional
Subsequence E2
Beneficiary Spgeencde?\:é? ??inc(:ia\:é? Information to Information to Cash Parties
customer (field Information Information Account Owner N/A Account Owner (field 95a —
59a) (optional field72) | (optional field72) (optional field 86) (optional field 86) quallfle( BENM -
Beneficiary of
Money)
Sender to Sender to Sender to . .
- - : Information to Information to
Receiver Receiver Receiver
- ) : - Account Owner N/A Account Owner N/A
Information (field Information Information (optional field 86) (optional field 86)
72) (optional field72) | (optional field72) |\°P P

Finally MT 942 is also used to report interests and charges on an intraday basis if it is felt it is required
for the intraday reconciliation process.

The reporting in the MT 942 is done through the statement line 61 by using the transaction type
(subfield 6) “CHG” (for charges), “INT” (for interest) and “ODC” (Overdraft charge).
The reporting is in this case limited to the amount.
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7. ANNEXES

7.1 ANNEX 1: THE GROUP

THE LIQUIDITY IMPLEMENTATION TASK FORCE (update of LITF rule book dated April 2015)

Contact Name

Company Name

Title / Function

Abhijeet Kulkarni

Barclays

Intraday liquidity and funding program

VP, Business Analyst, Cash Collateral and Liquidity

Steve Noulton Barclays Technology

David X Rankin Barclays Head of Intraday Liquidity and Funding program

David Gaselee Barclays Head, NBFI Solutions |

Bryan Kirkpatrick BNY Mellon Senior Product Manager , _Treasury Services, Business
Strategy and Market Solutions

Lorraine Dilworth Citi SVP, European Treasury Financial Division

Matthias Mrozek CommerzBank Group Risk Management

Paulo Dacosta Crédit Suisse Treasury Operations

Paul Randell Crédit Suisse Treasury Operations

Emad Messiha Crédit Suisse

Christian Goerlach

Deutsche Bank

Institutional Cash & Securities Services

Oliver Voss Deutsche Bank GTB,Cash Management, Cash Clearing Product Management
Vanessa Grant Goldman Sachs VicePresident, Treasury Operations,Goldman Sachs Int'l

Lex Mok ING Managing Consultant Bank Treasury

Julian Richings JP Morgan Treasury Payments Product Management, VP

Dolores Tesha JP Morgan VP, Intraday Liquidity

Elliott Witherow Lloyds Senior Manager Industry Development

Mandeep Nijar Lloyds Head of Liquidity Management, Global Payments

Claire Forster-Lee

Morgan Stanley

Nick Skinner Northern Trust Senior Vice President | Market Advocacy & Research
Chris Brown RBS Payments Industry Engagement, Services

John Shead RBS

Paul Knipe RBS Customer Service & Operations CIB, Services

Gary Bailey Santander Co-Head of Wholesale Banking Operations;
gl(?rl:;'gssamho Santander Santander Back-Offices Globales Mayoristas
Matthew Ransom Santander Manager, Cash, Collateral and Liquidity Management
Jesper Linden SEB "Cash and Sub Custody Sales, Transaction Banking

Richard Turnbull

Société Générale
Newedge UK Limited

Director & Treasury Manager

Dennis Sweeney

Société Générale
Newedge UK Limited

Senior Director & Regional Head EMEA, Treasury Operations

lan Wallace Standard Bank Managing Director, Group Head of Treasury Operations
Elena Philippova Standard Chartered Head of Cash and Intraday Liquidity Management

Lee Reeves State Street Director - Product Management, GTB, London

Matt Myers State Street Matt Myers — Vice President, Global Cash Operations
Rory Hudson Wells Fargo

Michael Knorr Wells Fargo Head of Payment & Liquidity Risk Management, Global

Payment Services
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THE LIQUIDITY IMPLEMENTATION TASK FORCE (rule book dated April 2013)

Contact Name

Bank Name

Title / Function

John A. Whelan,

Bank of America

SVP, Cash Management and Network Management,

Merill Lynch

Vicente Garciar BBVA Operations - Global Clients & Liquidity, Global Resources

. . . Head of Treasury and Liquidity Forecasting, CIB - IT
PIBEES e Al PElees Operations - ALM Treasury, BNP Paribas
Bryan Kirkpatrick BNY Mellon Senior Product Manager, Global Client Access - SWIFT
Elyse Weiner Citi Global L|_qU|d|ty a_nd Inve_stment Executive, Global

Transaction Services, Citi

Jerry Olivo Citi Product Management Liquidity & Investment
Holger Westermann Commerzbank Director, Head of unsecured funding, Global Treasury

Lene Erensoe

Danske Bank

First Vice President - Liquidity and Net Funding

Kim Winding Larsen

Danske Bank

First Vice President - Danske Markets

Gerhard Scherer

Deutsche Bank

Director, Head of Intra Day Cash Management

Marcel Winterhalder

Deutsche Bank

Global Transaction Bank, Product Management, Banking
Infrastructure & Platform Development

Benjamin Schulcz

Deutsche Bank

Global Transaction Bank, Product Management, Banking
Infrastructure & Platform Development

Goossens Dexia Project Manager Financial Markets
Manager Intra-Day Liquidity | HSBC BANK PLC HBEU,
Uyions [etiies TEEe Payments & Commercial Operations
Johan van der Kluft ING Commercial Banking & Market Operations
Michel Bax ING Liquidity Management & Corporate Treasury

Dario Bertoia

Intesa San Paolo

Project Manager Payment Systems Strategy and
Development

Emanuele Attilio Renati

Intesa San Paolo

Project Manager Treasury Payment Systems

Flaminia Franca JP Morgan Treasury Services, Financial Institutions Segment

Dawn Loo JP Morgan Group Treasury, Corporate Finance

Linda Raybould JP Morgan Group Treasury Operations, Corporate Finance

Mark Staunton JP Morgan Treaguw Services, Financial Institutions Product Sales
Specialist

Mandeep Nijar Lioyds Payme_nts Technical Services - Global Payments- Group
Operations

Kevin Brown RBS Head of _Global P_roduct Management, RBS Global
Transaction Services

Gordon Stuart RBS GTS Market Infrastructures

Kerry Hume

Standard Chartered

Manager Payment Industry Relations, Group CMO

Seamus Rocca

Standard Chartered

Group Head, Liquidity Risk, Group Treasury

Lee Reeve State Street VP, Global Cash Operations
Thomas Vgl UBS Head Global Cash & Liquidity Management
Richard Schmidt WestLB GB Group Operations, Executive Director - Head of

Processing Diisseldorf
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THE BROKERS GROUP

Contact Name

Company Name

Title / Function

Lorraine Dilworth

Citi

SVP, European Treasury Financial Division

Greg Cracknell

Crédit Suisse

Group Operations Cross Product Services, Global Cash
Management

Group Operations Cross Product Services, Global Cash

Paul Randell Crédit Suisse

Management
Paul Cullis Crédit Suisse Head of Cash Management EMEA
Angus Hart Goldman Sachs International Treasury Operations

Richard Wiltshire

HSBC

London Cash Management, Global Markets Operations

Russell Burns

HSBC

London Head of Cash Management, Global Markets
Operations

Luke Mahendra

Jefferies Int'l Ltd

Head of Cash Management

Nick Garnish Jefferies Int'l Ltd Managing Director
Merrill Lynch
John Whelan International SVP Global Head of Network Management

Claire Forster-Lee

Morgan Stanley

EMEA Cash Management

Justin Winder

Morgan Stanley

EMEA Cash Management

Richard Turnbull Newedge Director & Treasury Manager
Paul Davies Newedge Associate Director & Treasury Cash Manager
Dennis Sweeney Newedge Senior Director, Group Head Treasury Support

lan Wallace

Standard Bank

Head of Cash Management, Corporate & Investment Bank
Operations
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7.2 ANNEX 2: SCOPE OF THE MT MESSAGES

MT 900 Confirmation of Debit

Scope:
This message type is:

- sent by an account servicing institution to an account owner.

- sent by an account servicing institution to a party authorised by the account owner to receive the
information.

- sent by a concentrating financial institution to an account owner or a party authorised by the account
owner to receive the information

Usage:

This message is used to notify the account owner of an entry which has been debited to its account. The entry

will be further confirmed by statement.

Best Practice:

As per Best Practice #4, the MT 900 should be considered as final, in the context of this rulebook, though its

irrevocability will depend on country specific regulations.

MT 910 Confirmation of Credit

This message is:

- sent by an account servicing institution to an account owner.

- sent by an account servicing institution to a party authorised by the account owner to receive the
information.

- sent by a concentrating financial institution to an account owner or a party authorised by the account
owner to receive the information.

Usage:

This message is used to notify the account owner of an entry which has been credited to its account. The entry

will be further confirmed by statement.

Best Practice:

As per Best Practice #4, the MT 910 should be considered as final, in the context of this rulebook, though its

irrevocability will depend on country specific regulations.

MT 941 Balance Report

Scope:

This message type is:

- sent by an account servicing institution (reporting institution) to a financial institution (concentrating
institution), which has been authorised by the account owner to receive it.

- sent by an account servicing institution (reporting institution) to a financial institution account owner.

- sent by an account servicing institution to a non-financial institution account owner or party authorised by
the account owner to receive the information.

- sent by a concentrating institution to a non-financial institution account owner or party authorised by the
account owner to receive the information.

Usage:

This message is used to transmit balance information, reflecting the situation at the time identified in field 13D.

Note: As this message may require the implementation of special procedures, its use is governed by bilateral

agreements between correspondents.

MT 942 Interim Transaction Report

Scope:
This message type is:

- sent by an account servicing institution (reporting institution) to a financial institution (concentrating
institution), which has been authorised by the account owner to receive it.

- sent by an account servicing institution (reporting institution) to a financial institution account owner.

- sent by an account servicing institution to a non-financial institution account owner or party authorised by
the account owner to receive the information.

- sent by a concentrating institution to a non-financial institution account owner or party authorised by the
account owner to receive the information.

Usage:

This message type is used to transmit detailed and/or summary information about entries debited or credited

to the account since:

- the last statement or balance report, or

- the last interim transaction report (sent in the period since the last statement or balance report).

Best Practice:

For the purpose of this rulebook, the MT 942 is considered final (ref. best practice #4)
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MT 950 Statement Message

Scope:
This message type is sent by an account servicing institution to an account owner.

Usage:
The message is used to transmit detailed information about all entries [...] booked to the account.

MT 103 Single Customer Credit Transfer

Scope:
This message type is sent by or on behalf of the financial institution of the ordering customer, directly or

through (a) correspondent(s), to the financial institution of the beneficiary customer.

Usage:

It is used to convey a funds transfer instruction in which the ordering customer or the beneficiary customer, or
both, are non-financial institutions from the perspective of the Sender.

This message may only be used for clean payment instructions. It must not be used to advise the remitting
bank of a payment for a clean, for example, cheque, collection, nor to provide the cover for a transaction
whose completion was advised separately, for example, via an MT 400.

MT202 General Financial Institution Transfer

Scope:
This message is sent by or on behalf of the ordering institution directly, or through correspondent(s), to the

financial institution of the beneficiary institution.

Usage:

It is used to order the movement of funds to the beneficiary institution.

This message may also be sent to a financial institution servicing multiple accounts for the Sender to transfer
funds between these accounts. In addition it can be sent to a financial institution to debit an account of the
Sender serviced by the Receiver and to credit an account, owned by the Sender at an institution specified in
field 57a.

This message must not be used to order the movement of funds related to an underlying customer credit
transfer that was sent with the cover method. For these payments the MT 202 COV or MT 205 COV must be
used.

MT202.COV General Financial Institution Transfer

Scope:

This message is sent by or on behalf of the ordering institution directly, or through correspondent(s), to the
financial institution of the beneficiary institution.

It must only be used to order the movement of funds related to an underlying customer credit transfer that was
sent with the cover method.

Usage:

The MT 202 COV must not be used for any other interbank transfer. For these transfers the MT 202 must be
used.

MT545 Receive Against Payment Confirmation

Scope:
This message is sent by an account servicer (account servicing institution) to an account owner or its

designated agent. The account servicer may be a local agent (sub-custodian) acting on behalf of their global
custodian customer, or a custodian acting on behalf of an investment management institution or a
broker/dealer.

Usage:

This message is used to confirm the receipt of financial instruments against payment, physically or by book-
entry, from a specified party (the function of the message is NEWM)

MT547 Deliver Against Payment Confirmation

Scope:
This message is sent by an account servicer (account servicing institution) to an account owner or its

designated agent. The account servicer may be a local agent (sub-custodian) acting on behalf of their global
custodian customer, or a custodian acting on behalf of an investment management institution or a
broker/dealer.

Usage:

This message is used to confirm the delivery of financial instruments against payment, physically or by book-
entry, from a specified party (the function of the message is NEWM)
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7.3 ANNEX 3: SCOPE OF THE EQUIVALENT ISO 20022 MESSAGES

FIToFICustomerCreditTransfer (pacs.008)

Scope:
The FinanciallnstitutionToFinanciallnstitutionCustomerCreditTransfer message is sent by the debtor agent to the

creditor agent, directly or through other agents and/or a payment clearing and settlement system. It is used to

move funds from a debtor account to a creditor.

Usage:

The FIToFICustomerCreditTransfer message is exchanged between agents and can contain one or more customer

credit transfer instructions.

The FIToFICustomerCreditTransfer message does not allow for grouping: a CreditTransferTransactionIinformation

block must be present for each credit transfer transaction.

The FIToFICustomerCreditTransfer message can be used in different ways:

- If the instructing agent and the instructed agent wish to use their direct account relationship in the currency of
the transfer then the message contains both the funds for the customer transfer(s) as well as the payment
detalils;

- Ifthe instructing agent and the instructed agent have no direct account relationship in the currency of the
transfer, or do not wish to use their account relationship, then other (reimbursement) agents will be involved to
cover for the customer transfer(s). The FIToFICustomerCreditTransfer contains only the payment details and
the instructing agent must cover the customer transfer by sending a FinanciallnstitutionCreditTransfer to a
reimbursement agent. This payment method is called the Cover method;

- If more than two financial institutions are involved in the payment chain and if the
FIToFICustomerCreditTransfer is sent from one financial institution to the next financial institution in the
payment chain, then the payment method is called the Serial method.

The FIToFICustomerCreditTransfer message can be used in domestic and cross-border scenarios.

FinanciallnstitutionCreditTransfer (pacs.009)

Scope:
The FinanciallnstitutionCreditTransfer message is sent by a debtor financial institution to a creditor financial

institution, directly or through other agents and/or a payment clearing and settlement system.

It is used to move funds from a debtor account to a creditor, where both debtor and creditor are financial
institutions.

Usage:

The FinanciallnstitutionCreditTransfer message is exchanged between agents and can contain one or more credit
transfer instructions where debtor and creditor are both financial institutions. It does not allow for grouping: a
CreditTransferTransactioninformation block must be present for each credit transfer transaction. It can be used in
domestic and cross-border scenarios.

SecuritiesSettlementTransactionConfirmation (sese.025)

Scope:
An account servicer sends a SecuritiesSettlementTransactionConfirmation to an account owner to confirm the

partial or full delivery or receipt of financial instruments, free or against of payment, physically or by book-entry.
The account servicer/owner relationship may be:

- acentral securities depository or another settlement market infrastructure acting on behalf of their participants
- an agent (sub-custodian) acting on behalf of their global custodian customer, or

- acustodian acting on behalf of an investment management institution or a broker/dealer.

BankToCustomerAccountReport (camt.052)

Scope:
The BankToCustomerAccountReport message is sent by the account servicer to an account owner or to a party

authorised by the account owner to receive the message. It can be used to inform the account owner, or authorised
party, of the entries reported to the account, and/or to provide the owner with balance information on the account at
a given point in time.

Usage:

The BankToCustomerAccountReport message can contain reports for more than one account. It provides
information for cash management and/or reconciliation. It can be used to:

- report pending and booked items;

- provide balance information.

It can include underlying details of transactions that have been included in the entry.

It is possible that the receiver of the message is not the account owner, but a party entitled by the account owner to
receive the account information (also known as recipient).

For a statement, the Bank-to-Customer Account Statement message should be used.
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BankToCustomerStatement (camt.053)

Scope:
The BankToCustomerStatement message is sent by the account servicer to an account owner or to a party

authorised by the account owner to receive the message. It is used to inform the account owner, or authorised
party, of the entries booked to the account, and to provide the owner with balance information on the account at a
given point in time.

Usage:

The BankToCustomerStatement message can contain reports for more than one account. It provides information
for cash management and/or reconciliation. It contains information on booked entries only.

It can include underlying details of transactions that have been included in the entry.

The message is exchanged as defined between the account servicer and the account owner. It provides
information on items that have been booked to the account and also balance information. Depending on services
and schedule agreed between banks and their customers, statements may be generated and exchanged
accordingly, for example for intraday or prior day periods.

It is possible that the receiver of the message is not the account owner, but a party entitled through arrangement
with the account owner to receive the account information (also known as recipient).

BankToCustomerDebitCreditNotification (camt.054)

Scope:
The BankToCustomerDebitCreditNotification message is sent by the account servicer to an account owner or to a

party authorised by the account owner to receive the message. It can be used to inform the account owner, or
authorised party, of single or multiple debit and/or credit entries reported to the account.

Usage:

The BankToCustomerDebitCreditNotification message can contain reports for more than one account. It provides
information for cash management and/or reconciliation.

The BankToCustomerDebitCreditNotification message can be used to:

- report pending and booked items;

- notify one or more debit entries;

- notify one or more credit entries;

- notify a combination of debit and credit entries.

It can include underlying details of transactions that have been included in the entry.

It is possible that the receiver of the message is not the account owner, but a party entitled by the account owner to
receive the account information (also known as recipient).

It does not contain balance information.

7.4 ANNEX 4: TIMELINESS BATCHED TRANSACTIONS
REPORTING

Some transactions are posted on the account after cut-off time or processed in batch mode the
reporting cannot therefore happen in real-time which leads to un-reconciled movements and a difficulty
to fully manage the intra-day position and does not always allow for optimum treasury reconciliation and
forecasting.

Those transactions (for example, cheques) that are processed in end-of-day batch are usually reported
start-of-day the next day (see below illustration).

:real time commumcatlog Nostro Agent's front office /
batch BACS and OTC
- >
A
\ Collateral management
sob ! (margin calls)
RTGS / . '
Systems reporting '
1
A Securities
soD Cash " confirmations Securities settlement
settlement system system

reporting __--¥

Cheque -
and
Corporate events

Money Market deals / FX management system
(including CLS)

Book Transfers |

Best practice should therefore be as follows:
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Position management / monitoring is achieved at transactional level. All booked transactions
affecting the available balance need to be reported in real-time, to allow the user to build real-time
balances. Ideally, all transactions should be posted real-time and before the end of the business
day (closing of settlement systems or end of processing day) to allow for the correct intraday
liquidity position time allocation). As a rule the reporting should be independent from the value of
the transaction. However, threshold values can be set on a bilateral basis.

Reporting should be event-driven (i.e., single transactions or single settlement instruction) (i.e.
settlement in RTGS of Low Value Payments transactions cleared through ACH). Service providers
should attempt to report all transactions before the closing of the day including for batch items.

Because of the impact on the legacy systems, it is unlikely that some types of transactions
processed in batch today can be moved to real-time processing in the near future. It is however
expected that account servicing institutions willing to support this rule book, apply the necessary
changes to enable for the real-time reporting of some types of transactions such as book transfers
and deposits. As a key principle like for the other transactions the reporting should be decoupled
from the finality of the payments and the reporting of these items should be sent out as soon as the
account position has been affected.

o As an overall recommendation, the service provider is expected to process transactions on best
effort basis considering volumes and criticality.

o When a batch is processed intra-day, batch results should be reported intra-day in real-time.
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7.5 GLOSSARY OF DEFINITIONS

This section has been added to clarify on the existing definitions of each term used in relation to the
use of the intraday liquidity reporting messages.

Terminology

MT Definition and Usage

ISO 20022 Definition and Usage

Name Definition Used in Definition Used in
Opening Balance This field specifies, for MT940/MT9 | Book balance of the camt.052/
the (intermediate) 50: account at the camt.053:
opening balance, - Field 60F: | beginning of the -
whether it is a debit or First account reporting Balance/Type
credit balance, the date, | - Field 60M: | period. It always =OPBD or
the currency and the Intermediary | equals the closing ITBD
amount of the balance. book balance from
the previous report.
Interim Booked N/A MT 941 Balance calculated in | camt.052/
Balance the course of the camt.053:
account servicer's -
business day, at the Balance/Type
time specified, and =ITBD
subject to further
changes during the
business day. The
interim balance is
calculated on the
basis of booked credit
and debit items during
the calculation
time/period specified.
Closing Booked This field specifies, for MT940/MT9 | Balance of the camt.052/
Balance (Booked the (intermediate) 50: account at the end of | camt.053:
Funds) closing balance, - Field 62F: | the pre-agreed -
whether it is a debit or Final account reporting Balance/Type
credit balance, the date, | - Field 62M: | period. It is the sum of | =CLBD or
the currency and the Intermediary | the opening booked ITBD
amount of the balance. balance at the
beginning of the
period and all entries
booked to the account
during the pre-agreed
account reporting
period.
Closing Available This field indicates the MT940/MT9 | Closing balance of camt.052/
Balance (Available | funds which are 50: amount of money that | camt.053:
Funds) available to the account | - Field 64 is at the disposal of -
owner (if credit balance) the account owner on | Balance/Type
or the balance which is the date specified. =CLAV
subject to interest
charges (if debit
balance).
Opening Available N/A N/A Opening balance of camt.052/
Balance amount of money that | camt.053:
is at the disposal of -
the account owner on | Balance/Type
the date specified. =0OPAV
Forward Available This field indicates the MT940/MT9 | Forward available camt.052/
Balance funds which are 50: balance of money that | camt.053:
available to the account | - Field 65 is at the disposal of -
owner (if a credit or the account owner on | Balance/Type
debit balance) for the the date specified. =FWAV
specified forward value
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date.

Value date/time

Value Date, is the date
on which the debit/credit
is effective.

MT940/MT9
42/MT950:

- Field 61/
Subfield 1
MT900/MT9
10

- Field 32A

Date and time at
which assets become
available to the
account owner in
case of a credit entry,
or cease to be
available to the
account owner in
case of a debit entry.
Usage: If entry status
is pending and value
date is present, then
the value date refers
to an
expected/requested
value date.

For entries subject to
availability/float and
for which availability
information is
provided, the value
date must not be
used. In this case the
availability component
identifies the number
of availability days.

camt.052/
camt.053/
camt.054:

Entry/ValueD
ate

Booked date/ time

Entry Date, is the date
on which the transaction
is booked to the
account.

MT940/MT9
42/MT950:
- Field 61/
Subfield 2

Date and time when
an entry is posted to
an account on the
account servicer's
books.

Usage: Booking date
is the expected
booking date, unless
the status is booked,
in which case it is the
actual booking date.

camt.052/
camt.053/
camt.054:

Entry/Booking
Date

Settlement
date/time

Date/time at which the
financial instruments
are to be delivered or
received.

MT545/MT5
47:

- Field
98a:SETT

Cash: Date on which
the amount of money
ceases to be
available to the agent
that owes it and when
the amount of money
becomes available to
the agent to which it
is due.

Securities: Date and
time at which the
securities are to be
delivered or received.

camt.052/
camt.053/
camt.054:
- Interbank
Settlement
Date

sese.025:
TradeDetails/

SettlementDa
te

Effective Settlement
date/time

Date/time at which a
transaction effectively
settled.

MT545/MT5
47:

- Field
98a:ESET

Securities: Date and
time at which a
transaction is
completed and
cleared, ie, payment
is effected and

sese.025:

TradeDetails/
EffectiveSettl
ementDate
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securities are
delivered.
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METMINCO

ASX ANNOUNCEMENT

11 April 2016

Share Purchase Plan Offer

Metminco Limited (ASX: MNC; AIM: MNC) is pleased to invite Eligible Shareholders to participate
in the Share Purchase Plan (SPP Offer) as per attached. A copy of the SPP Offer documents can
also be downloaded from the Company’s website: www.metminco.com.au.

Each Eligible Shareholder has been mailed a copy of the SPP Offer documents together with a

personalised application form.

At time of printing the SPP Offer documents, the SPP Offer Issue Price of A$0.004 (£0.0021) per
Share was subject to that price not being less than 80% of the 5 Day VWAP prior to the
announcement date of the SPP Offer. The Company is now in a position to confirm the SPP Offer

Issue Price is A$0.004 (£0.0021) per Share.

William Howe

Managing Director

For further information, please contact:

METMINCO LIMITED
Stephen Tainton / Phil Killen

NOMINATED ADVISOR AND BROKER
RFC Ambrian

Australia

Will Souter/ Nathan Forsyth

United Kingdom

Samantha Harrison / Charlie Cryer

JOINT BROKER
SP Angel Corporate Finance LLP UK)
Ewan Leggat

Office:

Office:

Office:

Office:

+61 (0) 2 9460 1856

+61 (0) 2 9250 0000

+44 (0) 20 3440 6800

+44 (0) 20 3470 0470
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METMINCO

OFFER OF SHARES UNDER SHARE PURCHASE PLAN

11 April 2016

Dear Shareholder,

On behalf of the Board, | am pleased to advise Eligible Shareholders of the opportunity to participate in Metminco Limited’s (Metminco or the Company)
Share Purchase Plan Offer (SPP Offer) which was announced 11 April 2016. The SPP Offer provides Eligible Shareholders with the opportunity to invest up to
A$15,000 (or £7,875) in fully paid ordinary shares in the Company (New Shares) without paying brokerage, commissions or other transaction fees, subject
to the Terms and Conditions detailed in this document.

The Company is making the SPP Offer available to Shareholders at the Issue Price of A$0.004 (£0.0021 per Share) unless that price is less than 80% of the
Volume Weighted Average Price (VWAP) over the 5 trading days on the Australian Securities Exchange (ASX) preceding the date the SPP Offer is announced
on 11 April 2016 (80% of 5 Day VWAP) in which case the Issue Price will be 80% of the 5 Day VWAP per Share. The Board has determined that the SPP Offer
to Shareholders should be at an Issue Price (approximately 20% discount to market) consistent with the recently completed issue of 250,000,000 Shares
which raised approximately A$ 1 million (Placement) to the extent permitted under ASX Listing Rule 7.2 Exception 15. ASX Listing Rule 7.2 Exception 15
requires that “the issue price of the securities under an SPP Offer must be at least 80% of the volume weighted average market price for securities in that
class calculated over the last 5 days on which sales in the securities were recorded, either before the day on which the issue was announced or before the day
on which the issue was made.” Due to the lead time required to print and distribute the SPP Offer documents the Company is not able to confirm the Issue
Price at time of printing of this document but will do so on or about 11 April 2016.

The funds raised together with funds raised from the Placement are to be applied to:

= Acquisition of the Quinchia Gold Portfolio, Colombia which currently has approximately 2.8 million oz of Au and 4.8 million oz of Ag in resource
estimated in accordance with NI 43-101 (Measured, Indicated and Inferred Mineral Resource categories) (Quichia Portfolio). The Quinchia Portfolio
consists of Measured and Indicated Resources of 1.82Moz and Inferred Resources of 0.06Moz at the Miraflores project where potential near term gold
production has been assessed (mine plan recovers 504,0000z Au and 280,0000z Ag); an Inferred resource of 0.92Moz gold at the Dosquebradas deposit;
asignificant gold porphyry system at the Tesorito target, where drill hole TS-DH-02 returned an intercept of 384m @ 1.01 g/t gold, 0.9 g/t silver and
0.08% copper from surface (including 29.3m @ 1.9 g/t gold, 1.0 g/t silver and 0.12% copper; and, other prospective exploration targets.

= Complete the Feasibility Study at the Miraflores deposit including
- Optimisation of the mine plan with emphasis on increasing the annual production rate;
- Geotechnical engineering and design of the tailings storage facilities;
« Environmental Impact Statement;
« Purchase of land;
- Social Licence; and,
« Permitting
= Exploration program at the Tesorito target
= Working capital
As previously announced, Metminco has entered into a binding agreement, subject to certain conditions precedent including completion of due diligence,

to purchase from RMB Resources Ltd (RMB), Minera Seafield SAS (Minera Seafield) without incurring significant upfront acquisition costs enabling the
Company to focus on the development of the Miraflores project and drilling of the Tesorito target.

To complete the acquisition the Company is to reimburse RMB costs incurred by Minera Seafield for the period from execution of the Heads of Agreement

to settlement (estimated to be A$0.5 million) and issue RMB 400 million fully paid ordinary shares in the Company (50 million on the Heads of Agreement
becoming binding and 350 million on settlement). The remaining consideration of A$14 million is payable over a period of time with A$1 million payable
on the first anniversary of settlement; AS1 million payable on the second anniversary of settlement; A$3 million payable on the earlier of a decision to mine
at the Quinchia Portfolio and the third anniversary of settlement; A$2.0 million on the earlier of a decision to mine at the Quinchia Portfolio and the fourth
anniversary of settlement; and a maximum of A$7 million payable in royalty payments to RMB from operating cashflows subject to positive cash flows.

Metminco Limited Level 6, 122 Walker Street, North Sydney NSW 2060 email: phil.killen@metminco.com.au
ABN 43119759 349 Tel: +61 29460 1856 www.metminco.com.au
(ASX Code: MNC.AX, AIM Code: MCN.L) Fax: +612 9460 1857





METMINCO

The acquisition of the Quinchia Gold Portfolio presents an important, new, opportunity for Metminco. Through this transaction, the Company will acquire highly prospective
concessions in the Quinchia district in Colombia with existing NI 43-101 mineral resources, and significant potential to substantially increase these resources. The near term
gold production opportunity at the Miraflores project combined with the drill ready gold/copper porphyry system identified at Tesorito, makes the Quinchia Portfolio a very
attractive acquisition for Metminco.

The Quinchia Gold Portfolio diversifies the Company’s portfolio, enabling Metminco to become a near term gold producer, whilst complementing the Company’s ongoing
activities in Peru and Chile.

During 2015 the Company achieved a number of significant milestones at its wholly owned Los Calatos copper molybdenum project (Los Calatos Project) with the

release of the Mining Study on 21 September 2015 demonstrating very robust results for the Project (including an NPV at a discount rate of 8% of US$447 million and IRR
16.6% - ungeared') and completion of the surface geological works at the TD2 and TD3 exploration targets leading to the commencement of drilling at the prospective TD2
exploration target adjacent to the existing known resources at the Los Calatos Project.

Following the release of the Mining Study the Company commenced a process seeking to secure a strategic partner for the Los Calatos Project with a number of parties
working through their due diligence. Although the process is taking longer than initially anticipated, due mainly to current market conditions, but also the requirement to
secure a deal that reflects real value for Shareholders, a number of new parties entered the process early 2016. Until the Company secures an offer that secures real value for
Shareholders, there is a need to maintain the Los Calatos Project in good standing.

Against a global backdrop of robust long term copper demand, depleting copper reserves, and given both its location and environmental disposition, the Los Calatos Project
is a valuable asset which has the potential to be an important future copper producer. The Los Calatos Project has the potential to be a major copper mine either by way of
a smaller high grade development producing approximately 50,000 tonnes of copper per annum, or a larger scale development producing approximately 100,000 tonnes
of copper per annum. Further, compared to other mining projects, the Los Calatos Project has significant development advantages as it is located in an established mining
district in southern Peru, it has been designated a “Project of National Interest” by the Peruvian government, there is no competing land use, it has ready access to power

at an indicative cost of US$0.06/kWh, and it is located 160km by road (110km of which is sealed) from the port of llo at moderate elevation of approximately 2,900 metres
above sea level.

Whilst development of the Company’s Mollacas Project has been delayed due to a mining access dispute the Company is hopeful of reaching a favourable settlement in the
medium term.

The SPP Offer will open on Monday 11 April 2016 and will remain open for subscription until 8.00pm (Sydney time) on Friday 22 April 2016 or 11.00am (GMT time) on
Friday 22 April 2016. An Eligible Shareholder is a registered holder of fully paid ordinary shares in the Company (Shares) on Friday, 8 April 2016 (Record Date) who has an
address in Australia, United Kingdom or New Zealand. The Directors have advised their intention to participate in the SPP Offer.

The SPP Offer Issue Price will be A$0.004 (£0.0021) per Share unless that price is less than 80%of the 5 Day VWAP in which case the Issue Price will be 80% of the 5 Day
VWAP per Share which is consistent with the Issue Price for the recently announced Placement and at a discount of approximately 20% to the volume-weighted average
price of Shares traded on the ASX over the 5 trading days preceding the date 30 March 2016.

If applications for New Shares under the SPP Offer exceed 30% of the issued capital of the Company at the time of the SPP Offer, Metminco may, at its absolute discretion,
allocate less than the number of New Shares that have been applied for (Scale Back), and determine to apply the Scale Back to the extent and in the manner that it sees fit.

In the event that any New Shares for issue under the SPP are not subscribed for by Eligible Shareholders (SPP Shortfall Shares) the Directors may, in their sole discretion,
offer the SPP Shortfall Shares to investors including Shareholders to whom disclosure is not required to be made under section 708 of the Corporation Act as separate
placements (SPP Shortfall Placement).

All New Shares issued under the SPP Offer will rank equally with existing Shares from the date of issue, and carry the same voting rights, dividend rights and other
entitlements as existing Shares, as set out in Metminco’s constitution.

Your personalised Application Form is enclosed, and we encourage you to read it and consider carefully the Terms and Conditions of the SPP Offer that follow.
If you do not wish to participate in the SPP Offer, you do not need to take any action.
SPP enquiries should be directed to Phil Killen using the contact details below:
Telephone: +61 (0) 2 9460 1856
Email: info@metminco.com.au
Mail: Level 6, 122 Walker Street, North Sydney, NSW 2060, Australia
Thank you for your continued support.

Yours sincerely,

Timothy Read
Chairman

1 Street Consensus long term commodity prices used (circa median price beyond 2019) encompassing up to 40 Institutions:
Copper US$3.00/1b; Au US$1,250/0z; Ag USS19/0z; Mo USS11.16/1b; Re USS5,773/kg (Re price from MNC).

METMINCO LIMITED ACN 119 759 349 OFFER OF SHARES UNDER SHARE PURCHASE PLAN PAGE 2





METMINCO

SHARE PURCHASE PLAN

Metminco Limited
ACN 119 759 349

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt about the contents of this document, or the action you should take, you should consult your financial or other professional adviser without delay who
specialises in advising on the acquisition of shares and other securities before taking any action.

The market price of Shares in the Company may rise or fall between the date of this document and the date the New Shares are issued to you. This means that up to, or after,
the date on which the New Shares are issued to you, you may be able to buy Shares in the Company in the market at a lower price than the price offered to you under this
SPP Offer. The Company and its Board do not offer any recommendation or advice regarding participation in the SPP Offer.

Owning shares in an exploration mining company such as Metminco is a speculative form of investment and the future price of shares can rise or fall depending on, amongst
other things, exploration success and fluctuations on the stock market generally.

Application will be made for the New Shares in Metminco Limited to be quoted on the ASX and to be admitted for trading on the AIM market of the London Stock Exchange
plc (LSE).

No action has been taken to permit the offer of New Shares under this document in any jurisdiction other than Australia, United Kingdom or New Zealand.

This document does not constitute an offer to sell, or solicitation of an offer to buy, shares in any jurisdiction in which such offer or solicitation is unlawful. The distribution
of this document in jurisdictions outside Australia, United Kingdom or New Zealand may be restricted by law and therefore persons into whose possession this document
comes should seek advice on and observe any such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws of any other
jurisdiction.

The New Shares have not been, and will not be, registered under applicable securities laws of any other country including the United States and they may not, subject to
certain exceptions, be offered or sold directly or indirectly within any of these countries or to, or for the account or benefit of any national, citizen or resident of these other
countries.

The Offer described in this document is only being made in the United Kingdom to persons who are of a kind described in Article 43(2) (members and creditors of certain
bodies corporate) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended, as at 5.00pm (GMT) on 25 November 2014,

The total consideration for the SPP Offer to DI Holders or Eligible Shareholders with a registered address in the United Kingdom shall not exceed €4,872,731" (being
€5,000,000 less funds raised by the Company from the May 2015 Rights Offer to Eligible Shareholders with a registered address in the United Kingdom). Therefore, in
accordance with Section 85 and Schedule 11A of the Financial Services and Markets Act 2000 (as amended), this document does not constitute a prospectus for the
purposes of the Prospectus Rules of the Financial Conduct Authority (FCA) in the United Kingdom and a copy of it has not been, and will not be, reviewed by the FCA or the
UK Listing Authority.

If applications for New Shares under the SPP Offer exceed 30% of the issued capital of the Company at the time of the SPP Offer, Metminco may at its absolute discretion,
allocate to you less than the number of New Shares you have applied for. If there is a Scale Back, Metminco may in its absolute discretion determine to apply the Scale Back
to the extent and in the manner that it sees fit, including by taking into account the size of the applicant’s shareholding before the SPP.

The information in this document is not a recommendation to accept the SPP Offer of New Shares and does not constitute financial advice. Any person who intends to
subscribe for New Shares must conduct their own investigations, assessment and analysis of the Company and its operations and prospects and must base their investment
decision solely on those investigations and that assessment and analysis.

1 Based on a GBP:€ exchange rate of 0.79 and an AS:€ exchange rate of 0.67 as at 30 March 2016, the last practical date prior to the date of this document
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14.
1.5.

3.2.

33.

3.4.

3.5.

SPP Offer

Under the SPP Offer, Eligible Shareholders (defined below) have the opportunity to participate in the SPP Offer by subscribing for up to A$15,000 (or £7,875) of New
Shares, subject to discretionary Scale Back, without incurring brokerage and is subject to the following Terms and Conditions.

Please read these Terms and Conditions relating to the SPP Offer carefully, as you will be bound by them by participating in the SPP. The SPP Offer is made to each
Eligible Shareholder on the same terms and conditions.

All New Shares issued under the SPP Offer will rank equally with existing Shares from the date of issue, and carry the same voting rights, dividend rights and other
entitlements as existing Shares, as set out in Metminco’s constitution.

The SPP Offer is non renounceable which means you may not transfer your right to apply for New Shares under the SPP to anyone else.

The offer of New Shares under the SPP Offer will not be underwritten.

Key Dates?

EVENT

AUSTRALIAN AND NEW ZEALAND SHAREHOLDERS

UNITED KINGDOM SHAREHOLDERS

Record Date

Friday 8 April 2016 (7:00pm Sydney time)

Friday 8 April 2016 (5:00pm GMT time)

Announcement of SPP Offer

Monday 11 April 2016

Monday 11 April 2016

SPP Offer opens

Monday 11 April 2016

Monday 11 April 2016

SPP Offer closes (Closing Date)

Friday 22 April 2016 (8:00pm Sydney time)

Friday 22 April 2016 (11:00 am GMT time)

Allotment of New Shares

Friday 29 April 2016

Friday 29 April 2016

Quotation of New Shares

Monday 2 May 2016

Monday 2 May 2016

Dispatch of allotment confirmations and refunds if applicable

Monday 2 May 2016

Monday 2 May 2016

Eligible Shareholders
You are eligible to participate in the SPP Offer (an Eligible Shareholder) if:

(@) yourregistered address, as recorded in the Company’s Australian register of Shareholders (Australian Register), is in Australia, New Zealand or the United
Kingdom as at 7.00pm (EST) on 8 April 2016; or

(b)  yourregistered address, as recorded in the register of holders of Depositary Interests (DIs) maintained on behalf of the Company (DI Register), is in
Australia, New Zealand or the United Kingdom as at 5.00pm (GMT) on 8 April 2016 (see Annexure 1) (DI Holder),

unless you hold Shares on behalf of a person who resides outside Australia, New Zealand or the United Kingdom (in which case you will not be eligible to participate
in respect of the Shares of that person). Further, you are not eligible if you are a“US Person” (as defined in Regulation S under the US Securities Act of 1933, as
amended) (US Person) or are acting for the account or benefit of a US Person.

Metminco has determined that it is not practical for holders of Shares with addresses on the share register in jurisdictions other than Australia, New Zealand or the
United Kingdom, to participate in the SPP Offer. Shares to be allotted under the SPP have not been, and will not be, registered under the U.S. Securities Act and may
not be offered, sold or delivered, directly or indirectly, in or to persons in, the United States.

Eligible Shareholders can only apply for a maximum of $15,000 (or £7,875) worth of New Shares in aggregate under the SPP (unless you are applying as a
Custodian). This limitation applies even if Eligible Shareholders receive more than one Application Form due to multiple holdings, or if they hold Shares in more
than one capacity such as if they are a sole Eligible Shareholder and a joint Eligible Shareholder and/or an Eligible Shareholder with more than one holding under a
separate account or designation.

Eligible Shareholders who hold Shares as a custodian, trustee or nominee (Custodian) (defined below) may participate on behalf of each Beneficiary (defined
below) on whose behalf the Custodian is holding Shares. An Eligible Shareholder is deemed to be a Custodian under ASIC Class Order (CO 09/425) if:

(@) itholdsan Australian financial services licence that:
(i) coversthe provision of a custodial or depositary service; or
(i) includes a condition requiring the holder to comply with the requirements of ASIC Class Order (CO 02/294); or
(b) itis exempt under:
(i) paragraph 7.6.01(1)(k) of the Corporations Regulations 2001; or
(i)  ASICClass Order (CO 05/1270) to the extent that it relates to ASIC Class Order (CO 03/184),
from the requirement to hold an Australian financial services licence for the provision of a custodial or depositary service; or
(0 itisatrustee of a self-managed superannuation fund or a superannuation master trust; or
(d) itisthe responsible entity of an IDPS-like scheme (as defined by ASIC Class Order (CO 02/296)); or
(e) itisthe registered holder of Shares and is noted on the Australian Register or UK Register as holding Shares on account of another person.

A’Beneficiary’is a client of a Custodian or Downstream Custodian (defined below) on whose behalf the Custodian or Downstream Custodian held Shares on the
Record Date.

2 These dates are indicative only. Metminco reserves the right to vary the timetable for the SPP Offer, including the Closing Date of the SPP Offer by lodging a revised notice with ASX and AIM.
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To the extent that a Custodian holds Shares on behalf of a Beneficiary resident outside Australia, United Kingdom and New Zealand, it is the responsibility of the
Custodian to ensure that any acceptance complies with all applicable foreign laws. Custodians wishing to participate on behalf of one Beneficiary per registered
holding should pay by BPAY or complete the Application Form and return it to Metminco’s Share Registry with payment. Custodians wishing to participate on behalf
of more than one Beneficiary per registered holding should contact Metminco’s Share Registry and request a Custodian Certificate and Schedule.

3.6.  Ifyouhold Shares as a custodian, trustee or nominee for another person, but are not a Custodian as defined above, you cannot participate for beneficiaries in the
manner described above. In this case, the rules for multiple single holdings (above) apply.

If you choose not to participate in the SPP, your right to participate lapses on the Closing Date.

4, Joint holders/joint beneficiaries
If two or more persons are registered on Metminco’s Australian Register or UK Register as jointly holding Shares, they are taken to be a single registered holder of
Shares and a certification given by any of them is taken to be a certification given by all of them.

5.  Application procedure for New Shares

5.1. The SPP Offer opens on 11 April 2016.

5.2.  Eligible Shareholders

Eligible Shareholders may apply for a maximum of A$15,000 (or £7,875) worth of New Shares under the SPP Offer. Eligible Shareholders, to whom disclosure is

not required under s708 of the Corporations Act and subject to any other applicable laws, may apply to participate in the SPP Shortfall Placement to acquire SPP

Shortfall Shares (refer clause 9).

The following options to acquire New Shares under the SPP are available:

OPTION A$ VALUE OF NEW SHARES £VALUE OF NEW SHARES

1 A$500 300

2 A$1,000 500

3 A$2,000 1,000

4 A$3,000 1,500

5 A$4,000 2,000

6 A$5,000 2,500

7 A$7,500 4,000

8 A$10,000 5,500

9 A$12,500 6,500

10 A$15,000 7,875
5.3.  The number of New Shares is rounded up to the nearest whole number after dividing the A$ or £ amount by the Issue Price.
5.4.  Ifyou do not wish to accept the SPP Offer, you do not need to take any action and the SPP Offer will lapse on the Closing Date.
5.5.  Ifyou wish to apply for New Shares under the SPP Offer, Eligible Shareholders must either:

(@) pay by BPAY, using an Australian bank account, in accordance with the instructions on the Application Form to ensure cleared funds are received by the
Closing Date. If paying by BPAY you do not need to return the Application Form, but you are taken to make the certifications and representations described in
this document; or

(b)  complete the enclosed Application Form and forward it with a cheque, bank draft or money order to Link Market Services Limited, GPO Box 3560, Sydney
South NSW 1235 Australia, drawn on an Australian bank account and in Australian dollars for the correct amount so that it is received prior to the close of the
offer on the Closing Date.

DI Holders
5.6.  Ifyouarea DI Holder and you wish to apply for New Shares under the SPP Offer you must complete the enclosed Share Purchase Plan Application Form and forward
it with a cheque, bank draft or money order to CIS PLC re: Metminco Limited Share Purchase Plan drawn on a United Kingdom bank and in British Pounds for the

correct amount in accordance with the instructions on the Application Form so that it is received prior to the close of the Offer on the Closing Date (as applicable to a

DI Holder) and in any event so as to be received no later than 11.00am (GMT) on 22 April 2016 at the following address:

Computershare, Corporate Actions Projects, Bristol, BS99 6AH
or by hand (during normal business hours only) to Computershare, The Pavilions, Bridgwater Road, Bristol, BS13 8AE.
5.7.  Ifyou wish to settle in CREST, you must provide your participant ID and member account ID. For more information regarding the CREST system, please refer to

paragraph 14.

General

5.8. Do not forward cash. Cheques, bank drafts and money orders should be made payable to “Metminco Limited”. Receipts for payment will not be issued.

5.9.  Indetermining whether you wish to participate in this SPP Offer you should seek personal financial and/or taxation advice referable to your own circumstances.
5.10. Late applications will only be accepted at the discretion of the Directors. In addition the Directors reserve the right to extend the Closing Date (at their sole

discretion).
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13.

Any Application Money received in excess of the amount required for the number of New Shares you successfully apply for will be refunded to you without interest.

If the amount received is less than A$500 or £300, whichever is applicable, Metminco will not allot any New Shares to you and the money received from you will be
refunded without interest.

Metminco reserves the right to reject any application for New Shares under the SPP Offer that it believes does not comply with these Terms and Conditions.

Issue price

The Issue Price for New Shares will be A$0.004 (£0.0021) per Share unless that price is less than 80% of 5 Day VWAP in which case the Issue Price will be 80% of 5
Day VWAP per Share which is consistent with the Issue Price for the recently announced Placement and at a discount of approximately 20% to the volume-weighted
average price of Shares traded on the ASX over the 5 trading days preceding 30 March 2016.

You should note that Metminco’s Share price may rise or fall between the date of this offer and the date when New Shares are allotted and issued to you under the
SPP Offer. This means that the price you pay per New Share pursuant to this offer may be either higher or lower than the Metminco Share price at the time of the
offer or at the time the New Shares are issued and allotted to you under the SPP Offer. Please refer to the information under “Participation is optional” about how to
monitor current trading prices of Shares.

The number of New Shares issued to an applicant will be determined by dividing the Application Money for New Shares by the Issue Price. If this calculation produces
a fractional number, the number of New Shares issued will be rounded up to the nearest whole New Share.

Participation is optional

Participation in the SPP Offer is entirely optional (subject to the eligibility criteria set out in these Terms and Conditions). The offer to acquire New Shares is not

a recommendation. If you are in any doubt about the SPP Offer, whether you should participate in the SPP Offer or how participation will affect you, you should
consider seeking independent financial and taxation advice before making a decision as to whether or not to accept this offer. Metminco also recommends that you
monitor the Metminco Share price which can be found on Metminco’s website at www.metminco.com.au, in the financial pages of major Australian metropolitan
newspapers, on the ASX website at www.asx.com.au (ASX code: MNC), or on AIM, a sub-market of the London Stock Exchange website www.londonstockexchange.
com(AIM code: MNC). Metminco also recommends that you monitor, via the above mentioned websites, any Metminco announcements made to the ASX and AIM.

Issue date
The New Shares will be issued on or around 29 April 2016 or as soon as possible after that date.

Allotment confirmations will be dispatched on or around 2 May 2016. You should confirm your holding before trading in any New Shares you believe have been
allotted to you under the SPP Offer. In advance of receiving your allotment confirmation notice, you can check the number of New Shares issued under the SPP Offer
by visiting Link’s website at www.linkmarketservices.com.au and following the security access instructions.

Placement of Shortfall

The Directors may, in their sole discretion, offer any SPP Shortfall Shares to any investors, including Shareholders, to whom disclosure is not required to be made
under s708 of the Corporations Act as a separate placement.

If you are a Sophisticated Investor or a Professional Investor as defined by s708 of the Corporation Act and you wish to apply for SPP Shortfall Shares then please
contact Phil Killen using the contact details below:

Telephone: +61(0) 2 9460 1856

email: info@metminco.com.au
Mail: Level 6, 122 Walker Street, North Sydney, NSW 2060, Australia.
No transfer

The SPP Offer is non-renounceable and non-transferable and, therefore, Eligible Shareholders cannot transfer their right to purchase New Shares under the SPP Offer
to a third party.

Brokerage and transaction costs

No brokerage or other transaction costs will apply to the acquisition of New Shares under the SPP. The only cost to you is the Issue Price of the New Shares.

Quotation

Metminco will apply for New Shares issued under the SPP to be quoted on the ASX and admitted to trading on AIM, within the period prescribed by the relevant
exchanges'rules.

Eligible Shareholders

The Company participates in the Clearing House Electronic Sub-register System, known as CHESS (operated by ASX Settlement Pty Ltd (a wholly owned subsidiary
of ASX)) (ASXS), in accordance with the ASX Listing Rules and the ASXS Operating Rules. Under CHESS, you will not receive a certificate but will receive a statement
of your holding of Shares. If you are broker sponsored, ASXS will send you a CHESS statement. The CHESS statement will set out the number of Shares issued under
the Plan, provide details of your holder identification number, the participant identification number of the sponsor and the terms and conditions applicable to the
Shares. If you are registered on the Issuer Sponsored sub-register, your statement will be dispatched by Link Market Services Limited and will contain the number of
New Shares issued to you under the Plan and your security holder reference number.
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TERMS AND CONDITIONS

DI Holders

CREST is a computerised paperless share transfer and settlement system, which allows shares and other securities including DIs to be held in electronic rather than
paper form. If you elect to settle through CREST, you will not receive a certificate but you will receive a credit to your stock account in CREST for any new Dls issued
relating to New Shares (subject to compliance with these Terms and Conditions). Further information and the terms and conditions applicable to holders of Dls is set
outin Annexure 1.

Notice to United Kingdom Shareholders

The SPP Offer is only being made in the United Kingdom to persons who are of a kind described in Article 43(2) (members and creditors of certain bodies corporate)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended, as at 5.00pm (GMT) on 8 April 2016.

The total consideration for the SPP Offer to DI Holders or Eligible Shareholders with a registered address in the United Kingdom shall not exceed €5,000,000*.
Therefore, in accordance with Section 85 and Schedule 11A of the Financial Services and Markets Act 2000 (UK), as amended (FSMA), this document does not
constitute a prospectus for the purposes of the Prospectus Rules of the Financial Services Authority (FSA) in the United Kingdom and a copy of it has not been, and
will not be, reviewed by the FSA or the UK Listing Authority.

* Based on a GBP:€ exchange rate of 0.79 and an A$:€ exchange rate of 0.67 as at 30 March 2016, the last practical date prior to the date of this document.

Notice to New Zealand Shareholders

The New Shares are not being offered or sold to the public within New Zealand other than to existing Shareholders of the Company with registered addresses in New
Zealand to whom the Offer of New Shares is being made in reliance on the Securities Act (Overseas Companies) Exemption Notice 2002 (New Zealand).

This document has not been registered, filed with or approved by any New Zealand requlatory authority under the Securities Act 1978 (New Zealand). This document
is not an investment statement or prospectus under New Zealand law and is not required to, and may not, contain all the information that an investment statement
or prospectus under New Zealand law is required to contain.

Class Order compliance

The SPP Offer of New Shares is made in accordance with ASIC Class Order (CO 09/425), which grants relief from the requirement to prepare a prospectus for the SPP
Offer of New Shares.

Dispute resolution

Metminco may settle, in any manner it deems, any difficulties, anomalies, or disputes which may arise in connection with the operation of this SPP whether
generally or in relation to any participant or any application for New Shares, and its decision shall be conclusive and binding on all participants and other persons to
whom the determination relates.

Metminco reserves the right to waive strict compliance with any provision of these Terms and Conditions.
The powers of Metminco under these Terms and Conditions may be exercised by its Directors or any delegate or representative of the Directors.

Scale Back of SPP Offer

If applications for New Shares under the SPP Offer exceed 30% of the issued capital of the Company at the time of the SPP Offer, Metminco may at its absolute
discretion, allocate to you less than the number of New Shares you have applied for. If there is a Scale Back, Metminco may in its absolute discretion determine to
apply the Scale Back to the extent and in the manner that it sees fit, including by taking into account the size of the applicant’s shareholding before the SPP.

If the Scale Back produces a fractional number of New Shares when applied to your issue of New Shares, the number of New Shares issued will be rounded up to the
nearest whole New Share.

If there is a Scale Back, your Application Money may be greater than the value of the New Shares you will be issued. In that event, the excess application money will
be refunded to you without interest on or around 2 May 2016. Any Application Monies refunded by Metminco will be paid by cheque or direct credit (the payment
method will be determined by Metminco in its absolute discretion) in Australian currency or British pounds, whichever is applicable. By applying for New Shares,
each Shareholder authorises Metminco to pay any monies to be refunded by using the payment instructions of the Shareholder recorded in Metminco’s Share
Registry if Metminco should elect to pay in this manner.

Variation and termination

Metminco reserves the right to amend or vary these Terms and Conditions and to suspend or terminate the SPP at any time.

Failure to notify Shareholders or DI holders of a change to or termination of the SPP Offer or the non-receipt of notice will not invalidate the change or termination.

Metminco reserves the right not to issue New Shares or to issue fewer New Shares than that applied for under the SPP by an Eligible Shareholder (including a
Custodian applying on behalf of its Beneficiaries) if Metminco believes that the issue of those New Shares would contravene any law or the ASX Listing Rules.

In the event that the SPP is terminated prior to the issue of New Shares, all application monies will be refunded. No interest will be paid on any monies returned to
you.

If the Company changes, suspends or terminates the SPP, it will advise the ASX and AIM.
Metminco is not liable for any loss, cost, expense, liability or damage arising out of the exercise of any of its discretions under these Terms and Conditions.

Privacy

By receiving a completed Application Form, Metminco collects personal information about Shareholders. Metminco will use this information for the purposes of
processing the Application Form and updating the records of Metminco. To the extent restricted by law, Metminco will not disclose personal information about a
Shareholder to a third party. To the extent permitted by law, Shareholders are able to access, upon request, personal information about them held by Metminco.
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22. Acknowledgements

By making payment (including through BPAY) or returning an Application Form or Custodian Certificate and Schedule, you certify, acknowledge, warrant and represent
as true, correct and not misleading to Metminco that:

23.

you have read and accepted the Terms and Conditions in full;
you declare that all details and statements in your application are true and complete and not misleading;

your application under the Terms and Conditions of the SPP set out in this document (including the Application Form and Custodian Certificate and Schedule) will
be irrevocable and unconditional (i.e. it cannot be withdrawn);

as at the Record Date, you were recorded on Metminco's Australian Register or UK Register as being a registered holder of Shares and having an address in
Australia, United Kingdom or New Zealand;

if you have a registered address in New Zealand, you continued to hold Shares as at the opening of the SPP Offer on 11 April 2016;

you and each person for whose account or benefit you are acting is not in the United States and is not a US Person, or acting for the account or benefit of a US
Person;

you acknowledge that the New Shares have not, and will not be, registered under the U.S. Securities Act or the securities laws of any state or other jurisdiction
of the United States, and the New Shares may not be offered, sold or otherwise transferred unless an exemption from the registration requirements of the U.S.
Securities Act is available;

you represent that you have not, and you agree that you will not, send any materials relating to the SPP to any person in the United States or to any person who
is, or is acting for the account or benefit of, a US Person;

if you are applying on your own behalf (and not as a Custodian) you are not applying for New Shares with an aggregate application value, when aggregated with
the application value of any Shares issued to you or a Custodian on your behalf under the SPP Offer or similar arrangement in the previous 12 months, of more
than A$15,000 (or £7,875) under the SPP Offer (including by instructing a Custodian to acquire New Shares on your behalf under the SPP Offer), and you are
complying with the limitations detailed in clause 3.3 of the SPP Terms and Conditions;

if you are a Custodian and are applying on behalf of a Beneficiary on whose behalf you hold Shares:
(i)  youarea Custodian (as that term is defined in ASIC Class Order (CO 09/425));
(i) eitheror both of the following apply (as applicable):
(A) that on the Record Date you held Shares on behalf of one or more other persons (each a Beneficiary) that are not Custodians;

(B) that on the Record Date another Custodian (Downstream Custodian) held beneficial interests in Shares on behalf of one or more other persons
(each a Beneficiary), and you hold the shares to which those beneficial interests relate on behalf of the Downstream Custodian or another
Custodian;

(iii)  each Beneficiary has subsequently instructed either you or the Downstream Custodian (as applicable) to apply for New Shares on their behalf under the
SPP;

(iv)  details of the number of Beneficiaries instructing you to participate, the name and address of each Beneficiary and in respect of each such Beneficiary:
(A)  the number of Shares that you hold on behalf of that Beneficiary; and
(B) the dollar amount of New Shares that the Beneficiary, or its agent, has instructed you to accept on behalf of the Beneficiary;
as set out in the Application Form or the Custodian Certificate and Schedule, is true and correct;

(v) there are no Beneficiaries in respect of whom the total of the application value for (a) the New Shares applied for by you under the SPP on their behalf;
and (b) any Shares issued to you in the previous 12 months as a result of an instruction given by the Beneficiary to you or a Downstream Custodian to
apply for Shares on their behalf under an arrangement similar to the SPP, exceeds A$15,000 (or £7,875); and

(vi)  acopy of this offer document was given to each Beneficiary;

you may be offered New Shares pursuant to the SPP in accordance with all applicable laws, and any acceptance by you on your own behalf or in respect of any
person for which you are acting complies with all applicable laws;

you accept the risk associated with any refund that may be dispatched to you by direct credit or cheque to your address shown on Metminco’s share register;
you are responsible for any dishonour fees or other costs Metminco may incur in presenting a cheque for payment which is dishonoured;
you agree to be bound by the provisions of the constitution of Metminco (as amended and as it may be amended from time to time in the future);

you authorise Metminco and its affiliates, officers and representatives to do anything on your behalf necessary for New Shares to be issued to you in accordance
with these Terms and Conditions;

you authorise Metminco (and its officers and agents) to correct minor or easily rectified errors in, or omissions from, your application and to complete the
application by the insertion of any missing minor detail; and

Metminco may at any time irrevocably determine that your application is valid in accordance with these Terms and Conditions, even if the application is
incomplete, contains errors or is otherwise defective.

Governing law
These Terms and Conditions are governed by the laws in force in New South Wales, Australia.
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80% of 5 Day VWAP

AS
f
Acceptance Form

AIM
AIM Admission

AIM Rules

Applicant
Application
Application Money

ASIC
ASX

ASX Listing Rules
ASX Settlement
Australian Register

Beneficiary
CHESS

Closing Date

Company or
Metminco

CREST

CREST Regulation

CREST
Sponsored Member

Custodian
DI Interests

DI Holder

Directors or Board
Eligible Jurisdiction

80% of the volume weighted average price (VWAP) over the
5trading days on the ASX preceding the date the SPP Offer is
announced (11 April 2016)

the currency of the Commonwealth of Australia
the currency of the United Kingdom

the acceptance form attached to or accompanying a hardcopy
of this SPP Offer, personalised for each Eligible Shareholder,
which allows each Eligible Shareholder to accept the SPP
Offer

the London Stock Exchange’s international market for smaller
growing companies

admission of New Shares issued pursuant to the SPP Offer to
trading on AIM in accordance with the AIM Rules

AIM Rules for Companies, as published by the London Stock
Exchange PLC, governing admission to and the operation of
AIM dated February 2010

a person who submits an Acceptance Form
an application for New Shares under the SPP Offer

the value of the New Shares applied for by an Applicant
under an Acceptance Form

Australian Securities & Investments Commission

ASX Limited ACN 008 624 691, and the Australian securities
exchange it operates

the official listing rules of the ASX

ASX Settlement Pty Ltd ACN 008 504 532

register of Shareholders recorded on the Company’s
Australian register

the meaning given in Section 3.5

the Australian Clearing House Electronic Subregister System
operated by ASX Settlement

the time and date at which the Offer expires, being 5.00pm
Sydney time,22 April 2016 for eligible Shareholders on the
Australian Register and 5.00pm London time,22 April 2016,
for eligible Shareholders on the UK Register
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the relevant system (as defined in the CREST Regulations)
operated by Euroclear UK & Ireland Limited in accordance
with which securities may be held and transferred in
uncertificated form

uncertificated Securities Regulations 2001 (SI 2001 No. 3755),
as amended

CREST Member admitted to CREST as a sponsored member

the meaning given in Section 3.4

the depositary interests representing Shares issued by the UK
Depositary on the terms and conditions of a deed executed by
the UK Depositary and Metminco

an Eligible Shareholder who is registered as a holder of a
Depository Interest

the board of directors of the Company for the time being
Australia, United Kingdom and New Zealand

Eligible Shareholders Shareholders with a registered address in an Eligible

Jurisdiction at the Record Date

Issue Price

London time
Los Calatos Project

will be A$0.004 (£0.0021) per Share unless that price is less
than the 80% of 5 Day VWAP in which case the Issue Price
will be 80% of 5 Day VWAP per Share which is consistent with
the Issue Price for the recently announced Placement and at
a discount of approximately 20% to the volume weighted
average price of Shares traded on the ASX over the 5 trading
days preceding 30 March 2016

the time in London, United Kingdom

our mining and exploration tenements located in southern
Peru covering an area of 275 square kilometres

May 2015 Rights Offer Offer to Eligible Shareholder to subscribe for additional

Mining Study
Mollacas Project
New Share

Quotation
Record Date

Section
Scale Back

Share Registry

Shareholders
Share or Shares

Seafield Colombia

SPP
SPP Offer

SPP Shortfall
Placement

SPP Shortfall Shares

Sydney time
UK Register

uss
US Person

Shares which closed 15 May 2015

Los Calatos mining study announced to the ASX and AIM
markets on 21 September 2015

our mining and exploration tenements located approximately
500 kilometres north of Santiago, Chile covering an area of 32
square kilometres

the Share(s) offered under the SPP Offer

official quotation on the ASX

being 5.00pm Sydney time, 8 April 2016 for eligible
Shareholders on the Australian Register and

5.00pm London time, 8 April 2016, for eligible Shareholders
on the UK Register.

a section of this SPP Offer document

Metminco may, at its absolute discretion, allocate less than
the number of New Shares that have been applied for under
the SPP Offer

Link Market Services Limited ACN 083 214 537, Level 12,
680 George Street, Sydney NSW 2000 Australia

ordinary shareholders of the Company

fully paid ordinary share(s) in the issued capital of the
Company

Minera Seafield Colombia SAS owner of advanced gold
projects, including the Mirraflores Project, a potential near
term gold producing asset

Share Purchase Plan
Offer to Eligible Shareholders under the SPP

the New Shares not taken up by Eligible Shareholders under
the SPP Offer, placed by the Directors at their sole discretion
to Eligible Shareholders and other investors to whom
disclosure is not required to be made under section 708 of the
Corporation Act

the New Shares not taken up by Eligible Shareholders under
the SPP Offer, which then become available on application

by other Eligible Shareholders or investors, to whom
disclosure is not required to be made under section 708 of the
Corporations Act

Australian Eastern Daylight Time

register of shareholders recorded on the Company’s AIM
register

the currency of the United States of America

as defined in Regulation S under the US Securities Act of
1933, as amended
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ANNEXURE 1

DI HOLDERS

Words and expressions used in this Annexure 1 shall, unless defined herein, be as defined in the Terms and Conditions to which this annexure is attached.

1.

8

UK Depositary Interest Holders
(a)  General

Depositary Interests or DIs are interests in the underlying Shares that can be settled electronically through CREST. The legal title to the Shares is held by
Computershare Investor Services PLC.

Whilst Computershare Investor Services PLC is registered as the owner of Shares in the Company (pursuant to a depositary interest deed poll in respect of the
Company, the Depositary Interest Deed), it holds Shares on behalf of, and for the benefit of, the holders of Dis (DI Holders). To the extent the Offer is being made to
Computershare Investor Services PLC, it is being made for the benefit of DI Holders on the Record Date and Computershare Investor Services PLC will not be entitled
to participate in the Offer in its own right.

If, on the Record Date, a DI Holder is a trustee or nominee (Nominee) holding DIs on behalf of one or more other persons (each such person, a Beneficiary):

(i)  the Nominee shall be entitled to submit an application for New Shares (on and subject to the Terms and Conditions) on behalf of each such
Beneficiary (provided the Nominee provides to the Company satisfactory evidence of each such Beneficiary’s status as a Beneficiary); and

(i) the Nominee shall not be entitled to submit an application for New Shares on its own behalf unless it is a beneficiary in its own right.

Each Beneficiary may only participate once in the Offer. If the Company does not receive satisfactory evidence of a Beneficiary’s status in accordance with this
paragraph, an application for New Shares submitted by a Nominee on behalf such Beneficiary may not be accepted by the Company.

(b)  Application

A DI Holder shall receive, in respect of any valid application which it may make under the SPP, and subject to the Terms and Conditions of the SPP, a credit to its stock
account in CREST of such number of new DIs (New Depositary Interests) as is equal to the number of New Shares for which an application is made.

The CREST stock account to be credited will be an account under the participant ID and member account ID that apply to the DIs held on the Record Date by the DI
Holder in respect of which the New Depositary Interests have been allocated.

DI Holders who wish to apply for New Depositary Interests should refer to the instructions set out in this document and the Application Form. Should you need
information with regard to these procedures, please contact Computershare Investor Services PLC on +44(0) 370 702 0000. If you are a CREST Sponsored Member
you should consult your CREST Sponsor if you wish to apply for New Depositary Interests as only your CREST Sponsor will be able to take the necessary action to make
this application in CREST.

() Effect of Valid Application
A DI Holder who makes a valid application for New Depositary Interests will, in making an application:
(i)  paythe amount payable on application in accordance with the procedures set out in the Terms and Conditions;

(i) request that the New Depositary Interests to which it is entitled be issued to it on the Terms and Conditions and subject to the constitution of the
Company, the Depositary Interest Deed and the services agreement relating to DIs between the Company and Computershare Investor Services PLC;
and

(i)  agree that all applications and contracts resulting therefrom shall be governed by, and construed in accordance with, the laws of England.
(d)  Companyss discretion as to Rejection and Validity of Applications
The Company may in its sole discretion treat as valid and binding an application which does not comply in all respects with the requirements as to validity set out or
referred to in this document.
Market Claims
Applications for New Depositary Interests may only be made by a person who is a DI Holder on the Record Date (in accordance with paragraph 1above).

METMINCO LIMITED ACN 119759 349
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Maturity Redemption Annex

Unless already redeemed in accordance with the provisions of these Final Terms, the Notes will be redeemed on
the Maturity Date as follows:

1. If the Calculation Agent determines that FX1 is less than 53.10, the Maturity Redemption
‘Amount payable per Calculation Amount shall be AUD 941,619.59;

2. Ifthe Calculation Agent determines that FX1 is equal to or greater than 53.10, the Maturity
Redemption Amount per Calculation Amount shall be JPY 50,000,000.
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Intraday Liquidity Reporting – Global Market Practice Guidelines

		Context

The Global Market Practice Guidelines aim at documenting industry and usage practices of the SWIFT messages to report on cash movements, both in the FIN and the ISO 20022 worlds, for common minimum implementation by service users and service providers in
support of intraday and real-time liquidity position management. 
		Drivers

New regulatory frameworks (BCBS 248) are imposing quantitative measures and reporting as well as new systems and control requirements including:

obligation for each financial institution to monitor/build in real-time its cash position across accounts and currencies in order to meet its payments and settlement obligations;

obligation to manage and report liquidity position at a firm-wide level across branches and legal entities;

obligation to build historical information to support intraday liquidity modeling, liquidity forecasting and liquidity risks analytics.
		Key objectives

Address the issues mentioned in the drivers by establishing a common global market practice on the use of the SWIFT intraday reporting messages, especially in the specific domains:

real-time position management

real-time account reconciliation
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Intraday Liquidity Reporting practice for Corporate Actions

Requirement: Need to support the cash movements related to Corporate Actions transactions

Challenge: Current issue is that there is no practice for the reporting of corporate actions liquidity movements 

Solution: 
=> Establish common practice for the use of MT 566 and for the use of MT 900/ 910 as an alternative on bilateral basis.
=> Define practice for the different use cases (detailed in subsequent slides). 


Proposed way forward as agreed by the LITF in March
=> LITF to work out a proposal on the different use cases (message and field usages)
=> Submission to Corporate Actions - SMPG for consultation / confirmation on the possible scenarios







Corporate Actions - Use case 1
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Securities

Account

Owner



CA event
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Use case 1: Corporate Action confirmation a debit of the cash account

Custodian



MT 566

2



MT 900

3

Cash account held by Custodian with no foreign exchange required



Cash leg is a debit on the cash account in the MT 566,

when securities leg possibly still to settle



MT 566 used for Intraday Liquidity purpose, 

instead of the MT 900 as MT566 confirms previously executed cash movement 

If cash movement has not yet taken place, MT 900 used instead





Question:

How do we identify
that debit has already
been performed on
cash account ?





Corporate Actions - Use case 2
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Securities

Account

Owner



CA event



1

Use case 2: Corporate Action confirmation resulting in a credit on the cash account

Custodian



MT 566

2



MT 910

3

Cash account held by Custodian 

with no foreign exchange required



Cash leg is a credit on the cash account in the MT 566,

with possible settlement at a future date



MT 566 NOT used for Intraday Liquidity purpose, 

But use of MT 910 as confirmation of the cash movement







Corporate Actions - Use case 3
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Securities Account Owner



CA Event





Account Servicer

Cash Correspondent 



MT 900

Or

MT 910

(a/c cash cor.)

1

Use case 3: Cash settlement handled by Cash Correspondent

3

Custodian



MT 103/202 or

MT 204

2



MT 566

4

No cash account held by Custodian for the Securities Account Owner 



Custodian will instruct the Cash Correspondent credit / debit the cash account of the Securities Account Owner (Custodian has been authorised to debit the account of the Securities Account Owner serviced by the cash provider).



MT 566 not used for Liquidity Reporting



Remarks:

MT 204 (Financial Markets Direct Debit) should be used in step 2 to request for the debit of the account
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