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Minutes 

Discussion from the meeting in black.

Decisions from the meeting in green.

Actions in red.

1. III.19 (SR2007) – Usage of linkages for changed elections.
6 December CA SMPG telco: 
This topic was debated again but no final conclusion was reached. 
The group still is not happy with the proposed linking solution between an MT565 CANC and its replacement MT565 for events in which elections can be changed but not withdrawn. Will be discussed at the next CA SMPG telco on 10 January 2008.

10 January 2008 CA SMPG telco: 
The group agrees that this topic should be discussed in the context of the ISO 15022-20022 CA Reverse Engineering project in order to propose a solution ensuring backward compatibility between the ISO 15022 messages and the future ISO 20022 messages. The issue will be discussed as part of the ISO 15022-20022 CA Reverse Engineering Industry Consultation.
Olivier will include this issue in the CA Reverse Engineering High Level Business Requirements document and post an updated version of the document on the SMPG website for the CA Reverse Engineering dedicated SMPG telco on Jan. 23rd.
2. III.10.1 & III.10.2 (SR2007) & III.51 (SR2008) – Event status in MT 564 and MT 567
The group agrees that this topic should be discussed in the context of the ISO 15022-20022 CA Reverse Engineering project. The group agrees that the different statuses should be split between event related status in the MT564 and instruction related status in the MT567. 
The group will review the current ISO 20022 proposal and prepare feedback for the CA Reverse Engineering dedicated SMPG telco on Jan. 23rd.
3. CA.115 – Outcome of SR2008 discussions 
The SWIFTStandards Release Guide 2008 has been posted on www.swift.com on 21 December 2007.

All following items are described below in Appendix 1: Action Items.
CA115.1: France will close this item by end of January following the FR NMPG on Jan. 16th.
CA115.2:  FR, AT, BE, UK, US do not use the fully franked rate.

Karin / Olivier to send an email to Warren Henderson to assess whether Fully Franked is specific for the AU market. 
CA115.3: FR confirms that the item will be closed by end of January following the FR NMPG. US will discuss the item beginning of February.
Attached to this document (Appendix 2) are the minutes of SR2008 CR III.16, 17, 18 and 19, with their implemented solutions. 
For the next SMPG telco beginning of March 2008, the group will evaluate with their local NMPGs whether additional countries need to publish national market practices for tax related items with the use of data source scheme.
CA115.4: Frank and Bernard will describe the usage of the new codes in the MT564-565 flow by the next CA SMPG call beginning of March. 
CA115.5: The group agreed to put this item on the agenda of their next NMPGs and to provide final feedback at the next CA SMPG call beginning of March. Based on this a decision a CR for SR2009 will be made.
CA115.6: Group requested an update on the outcome of CRIII.39. An extract of the minutes of the SR2008 CR III.39 and its implemented solution is attached.
CA115.7:  This is an open item for the IT NMPG.
4. CA.109 – Independent use of MT568

Karla summarised what has been agreed to date: the MT568 is only to be used independently from the MT564 to report the results of a meeting. In any other cases the MT564 and MT568 messages have to be linked.
The group agrees that this topic should be discussed in the context of the ISO 15022-20022 CA Reverse Engineering project. 

The group will review the current ISO 20022 proposal and prepare feedback for the CA Reverse Engineering dedicated SMPG telco on Jan. 23rd.
Olivier will check the maximum size limitation of an XML message both from an ISO 20022 standpoint and a SWIFT standpoint.
5. CA.116 – Redemption events

Karla and Sonda will prepare a document describing the usage of all the redemption events including the securities/cash movements to be used for each event and examples for submission to the group at the April CA SMPG meeting.
The events to look at are DRAW, BPUT, PCAL, MCAL, REDM, PRII, PRED, CAPI (Capitalisation-new SR2008 event type).
Once the document is reviewed by the group and approved by NMPG's, the information will be incorporated into the EIG..

6. AOB

1. Question from US NMPG regarding need for additional parties:

· Information agent for merger and tender events

· Depositary bank and Tender for tender events

Details needed are name, address, telephone, contact address, email.
The group agrees to check with their NMPGs for the next CA SMPG telco beginning of March whether additional party details are needed for other countries or whether it only applies to the US. If yes, then a CR for SR2009 will be submitted by the US NMPG.
2. Discussion on 36B::QREC for events that have oversubscription and buy up options 

Group to agree on the proper way to respond to a quantity for an oversubscription option or a buy up option: The current proposal for discussion is to use 36B::QREC for oversubscription and for buy-up options in MT 565. In addition, 22F::OPTF should be used in the MT 564 to specify that a response is needed in an MT 565 using the code QREC.
The group will discuss this with their NMPGs and provide feedback at the next CA SMPG call beginning of March.
3. CA option numbering market practice document
UK raised issues with the corporate action option numbering market practice document. The UK/IE NMPG expressed concerns that the market practice may not cover some UK complex events. In addition, UK institutions perceive the implementation date of the market practice as too early to allow for a timely implementation in their back office applications.
Karla and Sonda mentioned that ISITC will organise a telco with David Hands from DTCC to go through concrete examples of the application of the market practice. Karin / Olivier will be notified of the telco details and will notify the CA SMPG members so that anyone who wants can join and participate in the discussion. 
7. Next telco
The telco will take place on 6 March 2008 instead of 21 February as originally scheduled. 
To date the agenda will cover the following items:

· Discussion on usage of tax related rates and rate types from Euroclear (for details see draft minutes from Boston).

· Question from the SWIFT Harmonisation Working Group for Securities, i.e., NMPGs to confirm whether their CSDs are supporting messages in line with the SMPG guidelines.

· Question received by SWIFT Standards on multi-listed securities (for details see draft minutes from Boston).
Appendix 1: Action List

Closed actions shown in black.

Commentary on closed actions in blue.

On-going and open (new) actions shown in red.

Full details in corresponding section.

	ID
	Brief Description
	Owner
	Status
	Date

	CA06.1
	(Action: PL to produce a paper on corporate action processing in Poland, in particular the tax treatment of dividends for inclusion in the EIG. 

See discussion under CA06 at Sydney for details.
	PL
	ON-GOING
	By Next Meeting

	CA06.2
	(Action: PL to contact Euroclear (Kevin Wooldridge) to determine if the Issuers’ Agents communication for Corporate Actions ISO 20022 Business Justification should cover this functional area (tax treatment of dividends). 

No information available
	PL
	ON-GOING
	By Next Meeting

	CA06.3
	(Action: PL to investigate repurchase (BIDS) events

See discussion under CA06 at Sydney for details.
	PL
	ON-GOING
	By Next Meeting

	CA06.5
	(Action: SWIFTStandards and Clearstream to integrate (the search function) into the next version of the EIG. 

Will be integrated when EIG is more stable.
	SWIFT & Clearstream
	ON-GOING
	By Next Meeting

	CA06.7
	(Action: NMPGs to review date & period and rate & price information agreed in Boston and provide feedback by next telco. NMPGs can also submit their local specifics.
(Action: SWIFT Standards to remind those NMPGs that have not yet submitted their input (ICSDs, AU, CH, DE, ZA).
	NMPGs
	ON-GOING
	By Next Telco

	CA06.09
	(Action: Euroclear to review the document (CAEP codes against CAEV codes), especially for events where more than one processing code may apply as some may be incorrect, for example CAEV//BRUP.

Euroclear submitted the document.
	Euroclear
	CLOSED
	By Next Meeting

	CA06.10
	(Action: Interested NMPGs to review the document (CAEP codes against CAEV codes). 
	Interested NMPGs
	ON-GOING
	By Next Meeting

	CA06.11
	(Action: NMPGs to check EIG entries for events where 'n/a' occurs (pale yellow areas in EIG v4_10) and if the event does not occur at all ensure that 'n/a' is entered for each CAMV occurrence.  At present a single 'n/a' entry is made for the event.  The action is a clarification … for automation of the EIG. 

Submit feedback to SWIFT.
	NMPGs
	ON-GOING
	By Next Telco

	CA10.3
	D vs E 

(Action: NMPGs to review the proposed changes for the deletion of qualifiers that fall outside the DvsE guidelines and provide feedback by next telco. NMPGs should also look at the open items (in pink in the spreadsheet). 
	NMPGs
	ON-GOING
	By Next Telco

	CA22
	Rights as Two Events

(Action: SWIFTStandards to include, in the EIG, the table from the Madrid minutes showing NMPG’s preparedness to process rights as more than one event.


	SWIFT
	ON-GOING
	By Next Telco

	CA22
	(
[Post Meeting] Action: NMPGs to inform co-chairs/SWIFT of their markets position so that the ‘Madrid’ table may be updated and included in the EIG
	NMPGs
	ON-GOING
	By Next Telco

	CA53.4
	(Action: Co-chair BL, to draft a short introduction is required for the samples which explains how they are to be used with the other SMPG CA documents
	Co-chair BL
	ON-GOING
	By Next Meeting

	CA58
	Conference Calls:

Dates for 2008 telcos agreed during October 2007 SMPG meeting:

· 21 February 2008 14.00-16.00 CET replaced by 6 March 14.00-16.00 CET
· 26 June 2008 14.00-16.00 CET

	Co-chairs
	ON-GOING
	

	CA78.2
	· Action: NMPGs to suggest candidates for ‘official body’.


	NMPGs
	ON-GOING
	By next Meeting

	CA78.2a
	· Action: NMPGs to monitor the use of the official CA reference


	NMPGs
	ON-GOING
	By next Meeting

	CA78.3a
	· Action: Co-Chair (BL) to draft a letter to the EU Commission suggesting they mandate generation of an additional reference.
Now linked to Gio B1.  The letter to be positioned so that it addresses issues raised by FISCO and LCG, as discussed at the SWIFT harmonisation group (HWGSS)
	Co-Chair  (BL)
	ON-GOING
	By next Meeting

	CA79.2
	(
Action: SWIFT to supply documents; Group to read the FBE and ECSDA out put 
	SWIFT & 

NMPGs
	ON-GOING
	By next Meeting

	CA79.3
	Giovannini Barrier 3

· NMPGs to review the Gio B3 documentation - see link to CESAME, any comments to the appropriate MIG
	NMPGs
	ON-GOING
	By next Meeting

	CA86.3
	US Bulk Paper

( Action: US NMPG to update the US bulk paper with the comments received.
( Action: NMPGs to review updated document and provide comments by the first conference call in 2008.

	NMPGs
	ON-GOING 
	By Telco in March 2008

	CA97
	ISO 20022 Proxy Market Practice
· Action: SWIFTStandards to follow-up training in the ISO 20022 process for example, check how this was done for the investments funds MP group. 
· Action: SMPG to assign representative that participates in the market practice group organised by the European Union.

	SWIFT & SMPG
	ON-GOING
	By next Meeting

	CA98.1
	Giovannini Barrier 1

· Action: Co-chair (BL), to make informal contact them in order to find out what is expected from SMPG
	Co-Chair (BL)
	ON-GOING
	By next Meeting

	CA109
	MT 568 Narrative and Function of Message
· Action: NMPGs to affirm the above before the SMPG CA document is updated
SMPG CA document will be updated to indicate that functions of MTs 564 and 568 must be in line
· Discussion postponed to the CA SMPG telco dedicated to ISO 15022-20022 CA Reverse Engineering planned on Jan. 23, 2008.
	NMPGs
	ON-GOING
	By next Telco

	CA115.1
	Outcome of the SR2008 CRs 

Action: FR NMPG to update local practice for UCITS dissolution (SR2008 III.6). Item will be closed by end of January.

	FR NMPG
	ON-GOING
	By Next Telco

	CA115.2
	Outcome of the SR2008 CRs 

Action: Fully Franked Rate (SR2008 III.18) 

NMPGs to confirm whether they are using qualifier 92a::FLFR (fully franked rate).


	NMPGs
	ON-GOING
	By Next Telco

	CA115.3
	Outcome of the SR2008 CRs

Action: Tax Category (SR2008 III.19) 

SMPG publication of national market practices for tax related items with use of data source scheme, e.g., FR, US, AU.

All NMPGs to confirm whether market practices are needed for tax related items using DSS

	NMPGs
	ON-GOING
	By Next Telco

	CA115.4
	Outcome of the SR2008 CRs 

Action: Certification (SR2008 III.23)

Start definition of market practice based on the new certification qualifiers and codes that will be added in SR2008.


	ICSDs
	ON-GOING
	By Next Telco

	CA115.5
	Outcome of the SR2008 CRs

Action: Revisit why 92a::CHAR needed in sequence E2 of MT 564 (SR2008 III.28)

NMPGs to provide input by next telco, based on which decision to resubmit CR will be made.

	NMPGs
	ON-GOING
	By Next Telco

	CA115.6
	Outcome of the SR2008 CRs

Action: Preadvice of reversal (SR2008 III.39)
Update attached to the Jan. 10, 2008. 


	
	CLOSED
	By Next Telco

	CA115.7
	Outcome of the SR2008 CRs

Action: SMPG to examine IT tax together with IT NMPG. (SR2008 III.54)


	IT NMPG
	ON-GOING
	

	CA116 (linked to SR2008 III.13)
	· Action: Define market practice usage and message examples for all redemption events (PCAL, DRAW, PRII, PRED & new SR2008 event for increase without a change in nominal value). Also consider whether a record date is required (as recommended by ECSDA/EALIC/FBE)?
	NMPGs
	ON-GOING
	By Next SMPG meeting

	CA117
	Question from US NMPG regarding need for additional parties:


° Information agent for merger and tender events


° Depositary bank and Tender for tender events


Details needed are name, address, telephone, contact address, email.
	NMPGs
	ON-GOING
	By Next Telco

	CA118
	Discussion on 36B::QREC for events that have oversubscription and buy up options.
	NMPGs
	ON-GOING
	By Next Telco

	CA119
	Discussion on usage of tax related rates and rate types from Euroclear.
	Euroclear
	ON-GOING
	By Next Telco

	CA120
	Question from the SWIFT Harmonisation Working Group for Securities, i.e., NMPGs to confirm whether their CSDs are supporting messages in line with the SMPG guidelines.

· Action: NMPGs to check whether their CSD supports messages in line with SMPG guidelines.

	NMPGs
	ON-GOING
	By Next Telco

	CA121
	Question received by SWIFT Standards on multi-listed securities.
	NMPGs
	ON-GOING
	By Next Telco

	CA122
	Question received on the use on 22F::CONS vs. XMET.
I have discussion conc. consent offers, e.g., ISIN XS0089315930 Gallaher and Anglo American. All my global custodians inform me with the qualifier “cons” independently whether for the consent will be a meeting or not. The SWIFT definition is different. The problem right now is, that we do not provide any meetings any meetings outside Germany but I will give my clients the possibility to take part to the consent offer, but my CSD provide me the consent with xmet, because the cons is part of a meeting. At the end, the companies have the problem to get the consent if we do not get the consent with CONS and handle these as a kind of a corporate action. I see a risk here in the market.  Because the two events are from the UK-market I would like to ask you how to handle this and what is the meaning in the UK-market? It was usual in the past that there are consents with meetings and without meetings. All information sources informed us with CONS. Up to now we start with discussions and have risks.


	
	NEW
	By Next Telco

	
	
	
	
	

	III.10.1 & III.10.2 (SR2007)

& III.51 (SR2008)
	Action: NMPGs, to consider whether the MT 567 should be used for event status
Discussion postponed to the CA SMPG telco dedicated to ISO 15022-20022 CA Reverse Engineering planned on Jan. 23, 2008.
	NMPGs
	ON-GOING
	By Next Telco

	III.19

(SR2007)
	"MWG reject the Change Request.  However, the business case is valid and accepted by the group. A possible solution (possibility to use WITH in linkage section in MT 565) is to be clarified at the next SMPG.”

Sydney 200610 

Discussion Points:

• SMPG agree that cancellation of an instruction and its resubmission may be carried out by the use of the ‘WITH’ qualifier in the linkage sub-section in both messages.

• Use of WITH recommended for any changes close to the deadline.

• This applies particularly to an event where instructions are irrevocable.  Agreed that from SR2007 the indicator agreed in III.20 must be supplied with the appropriate code WITH.

NMPGs to confirm whether documentation is required in global SMPG document.
	NMPGs
	ON-GOING
	By Next Telco


Appendix 2: extracts from SR2008 CA MWG Minutes and implemented solutions
1. CR III.16 Qualified intermediary exemption – Addition of new 22F indicator qualifier

Origin:

FR NMPG supported by the Groupement des utilisateurs de SWIFT en France (GUF)/ French NUG-NMG

Nature of the change

Addition of a new indicator 22a representing Exemption Code: XMPT

Message Types:

MT 564 sequence E and MT 566 sequence D

Business Context:

The context is the annual declaration called 1042 to the Internal Revenue Services (I.R.S.), an official body in the U.S.A. The objective is to improve STP between US correspondent banks and banks in other countries which hold US stocks. 

The exemption code is one of the data which is used by non US intermediaries to consolidate the different types of revenue in order to draw up the declaration « 1042 ».

Before sending this declaration and all over the year this information is used to match the exemption code sent by the US correspondent bank with the internal calculation of the sub-custodian.

Finally, this data has to be provided to auditors, income per income, giving, from one side, the exemption code applied by the US correspondent bank and on the other side, the exemption code applied by the sub-custodian. In order to keep a QI status (Qualified Intermediary), non US banks are subject to an audit, usually, every two years but it could be every year.

An automated integration of this exemption code would facilitate all this process which is based today on EXCEL spreadsheets (monthly or quarterly based).

Examples:

Hereafter, some of the rules related to the exemption code and used by the French banks.

	US taxation applied
	Type of the financial instrument
	Issuing date of the bond
	Exemption code

	0%
	Bond
	Before  01 Oct 1984
	04 (Exempt under tax treaty)

	0%
	Bond
	As from 01 Oct 1984
	05 (Portfolio interest exempt under an Internal Revenue Code section)

	0%
	Share
	N/A
	02 (Exempt under an Internal Revenue Code section - income other than portfolio interest)

	Different from 0%
	All
	N/A
	00 (tax rate entered in box 5 is greater than zero and is not due to backup withholding)


Usually, in front of the Exemption codes 04 and 05, the US bank provides an exemption code equal to 09.

Maintenance Meeting Decision

	Discussion: 

Does not seem to make sense to put the indicator in MT 564.

Should we add exempt code 00 to the list (00 (tax rate entered in box 5 is greater than zero and is not due to backup withholding))? Only mention the reason for exemption, if you are not exempt, you should not mention a code.


	Decision: 

Agreed to add optional qualifier 22F::ETYP in MT 566, sequence C.

Exempt code 00 not required.

Check with the IRS that the list is still up to date.


2. CR III.17 Qualified Intermediary Income – Addition of new 22F indicator qualifier

Origin:

FR NMPG supported by the Groupement des utilisateurs de SWIFT en France (GUF)/ French NUG-NMG

Nature of the change

Addition of a new indicator 22a representing Income Code: INCC

Message Types:

MT 564 sequence E and MT 566 sequence D

Business Context:

The context is the annual declaration called 1042 to the Internal Revenue Services (I.R.S.), an official body in the U.S.A. The objective is to improve STP between US correspondent banks and banks in other countries which hold US stocks. 

The Income Code is one of the data which is used by non US intermediaries to consolidate the different types of revenue in order to draw up the declaration « 1042 ».

Before sending this declaration and all over the year this information is used to match the income code sent by the US correspondent bank with the income code defined by internal rules at the sub-custodian.

Finally, this data has to be provided to auditors, income per income, giving, from one side, the income code applied by the US correspondent bank and on the other side, the income code applied by the sub-custodian. In order to keep a QI status (Qualified Intermediary), non US banks are subject to an audit, usually, every two years but it could be every year.

An automated integration of this income code would facilitate all this process which is based today on EXCEL spreadsheets (monthly or quarterly based).

Examples:

Hereafter, some of the rules related to the income code and used by the French banks.

	Type of the financial instrument
	US Taxation applied
	Income code

	Bond
	All
	01 (Interest paid by U.S. obligors - general)

	Share
	15% or 30%
	06 (Dividends paid by U.S. corporations - general)

	All
	35%
	27 (Publicly traded partnership distributions subject to IRC section 1446)

	Other combination Financial instrument / Taxation applied
	The system cannot determine the appropriate code : to be checked and processed manually


In the last above case, having immediately on each payment the income code applied by the correspondent bank would avoid to create a pending revenue in the database which will be only resolved when the EXCEL spreadsheet of the correspondent bank is received. So, it can take several weeks. 

Maintenance Meeting Decision

	Discussion: 

27 (Publicly traded partnership distributions subject to IRC section 1446) – does not corresponds with type 27 mentioned above – to be checked.

List to be validated with IRS.

	Decision: 

Agreed to add optional qualifier 22F::ITYP in MT 566 sequence C (see also III.16). After discussing III.43 also add the new qualifier 22F::ITYP to MT 564 sequence D.

We should not add the specific codes lists for IRS or any other national tax authorities in the UHB, but refer to the SMPG website, which will point to the relevant code lists.

These qualifiers will always have to be used within the DSS, the US NMPG and the FR NMPG have to document and maintain these specific tax codes  as part of their national market practice.




3. CR III.19 Tax category – Addition of new 22F indicator qualifier

Origin:

FR NMPG supported by the Groupement des utilisateurs de SWIFT en France (GUF)/ French NUG-NMG

Nature of the change

Creation of a new indicator 22F Tax Category <TACA>

Message Types:

MT 564 sequence E and MT 566 sequence D
=> choice of the above sequences is due to the fact that the Tax category could be different when multiple cash options are announced

Business Context:

Tax Category is mandatory information provided by Data providers in order, for each bank, to apply the appropriate taxation to the clients.

Furthermore, this Tax category is used by all institutions to draw up the annual official reports (so called IFU: Imprimé Fiscal Unique – “Unique Tax Report”) which is provided similarly to the clients and tax authorities.

In the context of ESES implementation and use of SWIFT messages, this mandatory Market information must be present in the MT 564 and MT 566. Otherwise, STP will be impossible and using SWIFT messages would appear as a nonsense because this legal mandatory information will be provided by another way: proprietary message as it exists today, internet services…

Examples:

The attached table provides the current Tax Categories used in the French Market.

Maintenance Meeting Decision

	Discussion: 

UK is against DSS for Corporate Actions as they are hard to read, they prefer to code the full list rather than use DSS

Comment LU: as tax is very market specific and very hard to harmonize, this is an area in which DSS are the best solution



	Decision: 

Accept the business need.  Implemented as part of III.16 & III.17.

Qualifier ITYP (same as III.17) should be used with DSS for DGIX (Direction Générale des Impots – France), specific tax code list will be listed on SMPG website (SMPG will reference to local market).


4. Implementation illustration for CR III.16 and III.17 and III.19
MT 566 – Sequence C (for qualifiers ITYP and ETYP)

MT 564 – Sequence D (for qualifier ITYP)

37. Field 22F: Indicator

FORMAT
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Option F
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:4!c/[8c]/4!c
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(Qualifier)(Data Source Scheme)(Indicator)


PRESENCE

Optional in optional sequence C 

QUALIFIER

(Error code(s): T89) 
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Type of Exemption 
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Type of Income 


DEFINITION

This qualified generic field specifies: 

	ETYP 
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Type of Exemption 
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Specifies the basis for the reduced rate of withholding. 

	ITYP 
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Type of Income 
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Specifies the type of income. 


CODES
If Qualifier is ETYP, the Data Source Scheme must be used, eg, IRSX in the United States. The lists of exemption type codes to be used in Indicator are available on the SMPG website at www.smpg.info. 

CODES
If Qualifier is ITYP, the Data Source Scheme must be used, eg, IRSX in the United States or DGIX in France. The lists of income type codes to be used in Indicator are available on the SMPG website at www.smpg.info. 

5. CR III.18 Trust components – Modification of format options 92E and 92J rate

Origin:

Australia & New Zealand NMPG

Nature of the change

Add new format options (field 92a format options) for relevant qualifier to support Data Source Scheme (DSS), such as (Qualifier)(DSS code)(Rate Type Code)(Sign)(Rate) and (Qualifier)(DSS code)(Rate Type Code)(Currency Code)(Amount).

Message Types

MT 564 sequence E – MT 566 sequence D

Business Context

The Australian equities market includes trust securities (listed and unlisted) which, whilst similar in nature to Real Estate Investment Trusts (REITs) available in international markets, such as the US and Singapore, involve a greater impact on the underlying investor from a tax and accounting perspective. 

The primary driver for this is Australian trusts are essentially pass through entities, whereby the income and capital derived by the trust must be distributed to unit-holders on a regulated basis (either quarterly or half yearly for listed trusts and up to monthly for unlisted trusts). As a pass through entity, the tax nature of the derived funds must be passed to unit-holders for inclusion in their tax return or to determine their non-resident withholding tax obligations. 

At present, there are approximately 40 different tax components that can be received and therefore distributed to unit-holders via a trust. The universe of tax components is continuing to change with new legislation (TARP) due to rationalise particular capital gains tax components in 2007. As the trust industry continues to develop in Australia, we expect further classification and/or rationalisation of tax components to continue.

The main difficulty faced by Australian custodians at present is that SWIFT standards only support 5 of the Australian trust income/tax components: Franked, Unfranked, Interest, Tax Free and Sundry Other Income. As a result, custodians are required to roll up the underlying tax components into these 5 high level components, which has led to an increase in the risk of processing & classification errors across the Australian custodian industry. 

The extended tax component reporting required by investors is currently supported by a combination of MT 564, MT 568 free format message and excel spreadsheet (or similar data file). However, neither the MT 568 or data file facilitate STP, instead they break the STP cycle for both custodian and investors alike.

The final area of contention arises from the status of each underlying tax component (this does not include the overall gross distribution rate), where components generally begin as indicative rates (INDI) before moving to an actual rate (ACTU) either soon after payable date or at the end of the financial year, which can be up to twelve months after payable and is dependent on the operation of the individual trust. This information is generally communicated by custodians to investors via MT 568 or email.

The multiple reporting methods utilised by Australian custodians, combined with varied tax component aggregation methods, has seen a tendency for information to be either mis-communicated or incorrectly applied by investors. As a result, the industry has seen an increase in the number of queries received from investors with either a direct or indirect relationship with multiple Australian custodians.

Through concerted industry co-operation (via the Australian Custodial Services Association) since mid-2004, Australian custodians have achieved steady improvements in the overall trust reporting process. Focus is now shifting to supporting the communication of this critical information via coded message types: the SWIFT MT 564 (for notification) and MT 566 (for entitlement).

The proposed solution is the following:

1. Enhance or add new formats in rate field

Add new field formats for relevant qualifier in rate field 92a to support Data Source Scheme (DSS), such as  (Qualifier)(DSS code)(Rate Type Code)(Sign)(Rate)(Rate Status) and (Qualifier)(DSS code)(Rate Type Code)(Currency Code)(Amount)(Rate Status).

Required AU codes will be added to the (Rate Type Code) – refer Appendix 1 for proposed codes. 

Qualifiers must support multiple occurrences.

2. Add new code in Rate Status – UKWN

The new option requires option (Rate Status) to be populated, either;

· Actual 
(ACTU) or

· Indicative 
(INDI)

Where (Rate Status) is (INDI), a corresponding date field must be populated with the expected date the (Rate Status) will change to (ACTU). Where the date is unknown, the field will be populated with Unknown (UKWN).

Message Types
: MT 564, MT 566 

Maintenance

: Provided by AU SMPG members

Frequency

: For each component change introduced by ATO or IFSA 

Publication

: Via standard SMPG documentation

Miscellaneous: The national group agreed to use TAXE qualifier to present the rate types. There is no need to add new qualifier specifically for AU and NZ 

Maintenance Meeting Decision

	Discussion: 

UK&IE global custodians now process manually so strongly support any STP improvements, however, concerns over use of DSS as difficult to codify and STP.  

Noted that III.16 implements DSS for Type of Exemption so no reason why this CR should not use the same. 

AU emphasised that DSS appropriate because AU tax authority change the codes annually (and often within the year), DSS allows prompt maintenance of the codes rather than addition as validated qualifiers – for the latter maintenance is lengthy and may take up to two years, thus codes would be out of date.

Solution for III.16 and 17 uses new indicator qualifiers (Type of Income and Type of (tax) Exemption), AU to decide which of these the AU tax codes fall into.  Group to decide if this would work. However, AU needs to be able to identify the rates so the solutions for III.16 and 17 do not work.

Rates are not repetitive.

DSS not currently present in any rate field.  Identification of DSS itself required.  

AU propose use with existing qualifier 92a::TAXE – tax related rate.

AU also need to indicate that the tax rate is indicative as the rate is not fixed until the end of the trust financial year (trust year ends do not occur at the same point in time), so rates announced for the quarters before the trust year end are indicative.  At year end the confirmation messages are reissued.  



	Decision: 

Agreed to introduce DSS with rate formats E and J.

Request that AU match tax rate codes with those proposed in III.16 and 17 (existing IRS codes).

Note for SR2009 – could rate qualifier fully franked now be removed?  Any other users of this qualifier, or similar?  Ask SMPG.

Agreed to add rate status to option J to allow use of the indicative status.




Tax Components as at December 2006 (not exhaustive)

Source: IFSA / ATO

	Tax Component
	Qualifier (Current or Proposed)
	Already exists?
	Special Comments

	 
	 
	 
	 

	Domestic - Franked Dividend (company)
	FLFR
	YES
	A company pays a confirmed franked tax component whereas a trust distributing a franked tax component is not confirmed until end of the financial year. A stapled security comprised of a company and a trust can therefore distribute 2 types of franking. A separate franked component for company franking and trust franking is therefore required.

	Domestic - Franked Dividend (trust)
	FLFT
	NO
	A company pays a confirmed franked tax component whereas a trust distributing a franked tax component is not confirmed until end of the financial year. A stapled security comprised of a company and a trust can therefore distribute 2 types of franking. A separate franked component for company franking and trust franking is therefore required.

	Domestic - Unfranked Dividend
	UNFR
	YES
	 

	Dividend - Conduit Foreign Income
	COFI
	NO
	 

	Domestic - Interest
	INTR
	NO
	 

	Domestic - Revenue Gains
	REVG
	NO
	 

	Domestic - Other Income
	SOIC
	YES
	 

	Domestic - Rental Income
	RENT
	NO
	 

	Australian Capital Gains – Discount with necessary connection with Australia ( Referred as TARP)
	ACGA
	NO
	 

	CGT Concession Amount - with necessary connection with Australia ( Referred as TARP)
	ACGB
	NO
	 

	Australian Capital Gains  ( Referred to as NTARP) – Discount without necessary connection with Australia 
	ACGC
	NO
	 

	CGT Concession Amount - without necessary connection with Australia ( Referred to as NTARP) 
	ACGD
	NO
	 

	Foreign CG - Discounted Method 
	FCGA
	NO
	 

	Foreign CG - Concession Amount
	FCGB
	NO
	 

	Australian CG( Referred to as TARP) – Index with necessary connection with Aus
	ACGE
	NO
	 

	Australian CG ( Referred to as NTARP)– Index without necessary connection with Aus 
	ACGF
	NO
	 

	Foreign CG - Indexation Method 
	FCGC
	NO
	 

	Australian CG( Referred to as TARP) – Other with necessary connection with Aus
	ACGG
	NO
	 

	Australian CG( Referred to as NTARP) – Other without necessary connection with Australia 
	ACGH
	NO
	 

	Foreign Capital Gains - Other Method
	FCGD
	NO
	 

	Tax Exempt
	TXEX
	NO
	 

	Tax Free
	TXFR
	YES
	 

	Tax Deferred
	TXDF
	NO
	 

	Return of Capital
	CAPO
	YES
	 

	Foreign Interest
	INTF
	NO
	 

	Foreign Dividend
	DIVF
	NO
	 

	Foreign Modified Passive Income
	FMPI
	NO
	 

	Other Foreign
	OTHF
	NO
	 

	Expenses 
	CHAR
	YES
	 

	Franking Credits
	FRCR
	NO
	 

	Australian Franking Credits from NZ Company (Trans-Tasman) (in AUD)
	TAUD
	NO
	 

	ABN Tax Withheld 
	ABNN
	NO
	 

	TFN Tax Withheld 
	TFNN
	NO
	 

	W/Tax on Foreign Interest
	WHTI
	NO
	 

	W/Tax on Foreign Dividend
	WHTD
	NO
	 

	Foreign Tax Credits - Other Income 
	FFRC
	NO
	 

	New Zealand Franking Credits from AU or NZ Company (in NZD)
	TNZD
	NO
	 

	LIC Capital Gain
	LICG
	NO
	 

	New Zealand Supplementary Dividend included in the Unfranked dividend
	NZDS
	NO
	 

	LIC Capital Gain - attributable part
	LICA
	NO
	 

	Venture Capital Credits from PDF
	VCCR
	NO
	 

	Conduit Foreign Income
	CFIA
	NO
	 

	 
	 
	 
	 


e. Example

	Security Name
	WESTFIELD GROUP
	 
	 
	31-Dec Half Year
	 
	30-Jun Half Year

	Hiport Code
	WDC
	Category
	 
	Distrbn Rate
	 
	Distrbn Rate

	ISIN
	AU000000WDC7
	Unfranked
	 
	0.0000000
	 
	0.0000000

	
	
	Franked
	 
	0.0641000
	 
	0.0408997

	
	
	Interest
	 
	0.0190379
	 
	0.0206893

	
	
	Tax Free
	 
	0.2067886
	 
	0.2357154

	
	
	Sundry Other Income
	 
	0.2207735
	 
	0.2576956

	
	
	 
	 
	0.5107000
	 
	0.5550000

	
	
	
	
	31-Dec Half Year
	
	30-Jun Half Year
	
	Annual Tax Statement Totals

	Stapled Security
	Tax Component
	Category
	Treatment
	Funds Received
	 
	 
	 
	Amount
	Weighting

	Company
	Dividend - Franked
	Franked
	As-At
	6,176,522.22
	12.551395%
	2,341,975.89
	7.369308%
	8,518,498.11
	10.517965%

	Trust
	Interest - Australian sourced
	Interest
	Year-to-Date
	1,834,445.49
	3.727802%
	1,184,700.34
	3.727802%
	3,019,145.83
	3.727802%

	Trust
	Other Income - Australian sourced
	Sundry Other Income
	As-At
	20,525,741.51
	41.710638%
	14,273,310.88
	44.912683%
	34,799,052.39
	42.967107%

	Trust
	Tax Deferred - Australian sourced
	Tax Free
	As-At
	14,979,914.63
	30.440888%
	10,303,414.91
	32.420929%
	25,283,329.54
	31.217848%

	Trust
	Discount Capital Gain (Australian connection)
	Sundry Other Income
	Year-to-Date
	160,655.03
	0.326469%
	103,752.37
	0.326469%
	264,407.40
	0.326469%

	Trust
	Capital Gains - Other Method (Australian connection)
	Sundry Other Income
	Year-to-Date
	586,821.00
	1.192487%
	378,973.94
	1.192487%
	965,794.94
	1.192487%

	Trust
	Modified Passive Income - Foreign Sourced
	Tax Free
	Year-to-Date
	4,945,748.28
	10.050322%
	3,194,005.88
	10.050322%
	8,139,754.16
	10.050322%

	
 


	 
	
 


	Total:
	49,209,848.16
	100%
	31,780,134.21
	100%
	80,989,982.37
	100.000000%


6. Implementation illustration for CR III.18
MT 564 and MT 566

63. Field 92a: Rate

FORMAT

	.../...
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Option E
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:4!c/[8c]/4!c/  [N]15d[/4!c]
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(Qualifier)(Data Source Scheme)( Rate Type Code)(Sign)(Rate)(Rate Status)
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Option F
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:4!c//3!a15d
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(Qualifier)(Currency Code)(Amount)
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Option J
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:4!c/[8c]/4!c/3!a15d[/4!c]  
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(Qualifier)(Data Source Scheme)(Rate Type Code)(Currency Code)(Amount)(Rate Status  )

	.../...
	
	


QUALIFIER

(Error code(s): T89) 
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Order
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M/O
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Qualifier
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R/N
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CR
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Options
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Qualifier Description
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TAXE
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E or J
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Tax Related Rate

	.../...
	
	
	
	
	
	


CODES
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 E or J, if Qualifier is TAXE[image: image52.png]


 and Data Source Scheme is not present , Rate Type Code must contain one of the following codes (Error code(s): K92): 
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LIDT
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Local Tax (DE specific 2)
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Local tax (ZAS pflichtige Zinsen) interest liable for interest down payment tax (proportion of gross interest per unit/interim profits that is not covered by the credit in the interest pool).
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WITF
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Withholding of Foreign Tax
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Rate at which the income will be withheld by the jurisdiction in which the income was originally paid, for which relief at source and/or reclaim may be possible.
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WITL
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Withholding of Local Tax
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Rate at which the income will be withheld by the jurisdiction in which the account owner is located, for which relief at source and/or reclaim may be possible.
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CODES
In option E or J, if Qualifier is TAXE and Data Source Scheme is present, the list of available Rate Type Code is to be retrieved from the SMPG website at www.smpg.info. 

7. CR III.39 Pre-advice of reversals – Addition of qualifiers, codes and network validated rule

Origin:

SMPG Corporate Actions Working Group
Nature of the change

Addition of qualifiers and codes necessary to support pre-advice of reversals using the MT 564

Message Types:

MT 564

Business Context:

SMPG has developed a market practice that applies to notifications and confirmations due to calculation updates (due to changes or updates in rates), updates due to tax components that result in changes in confirmed distribution amounts as well as calculation errors.

Additional qualifiers and codes are necessary in the MT 564 to support its use as a pre-advice of these reversals.  This is especially important for use as a warning of an upcoming debit of funds from an account holder.

The necessary additions are:

1) A new function of the message (field 23G:ADDB) to alert that the message applies to an additional business process.  If adopted, this function also could be used to identify the additional business processes that already exist (claims and tax reclaim).

2) A new code for the additional business process indicator (field 22F::ADDB::REVR) that indicates that the message is notification of a reversal.

3) Also, a new network validated rule is requested - If 23G:ADDB is present then field 22F::ADDB must be present.

Examples:

Here is a sample of a change in the interest rate used for the payment triggers the reversal.

Sequence A 

	:16R:GENL 

	:20C::SEME//154802473 
	Sender’s Reference 

	:20C::CORP//XXXX21754 
	Corporate Action Reference 

	:23G:ADDB

	:22F::PROC//ENTL
	Entitlement Indicator

	:22F::CAEV//XXXX
	Corporate Action Event Type

	:22F::CAMV//XXXX 
	Mandatory/Voluntary indicator 

	:25D::PROC//COMP 
	Details are complete (meaningless here but the field is mandatory)

	:16R:LINK 

	:13A::LINK//566
	Confirmation Message 

	:20C::PREV//154802467
	Reference of previously sent confirmation message 

	:16S:LINK 

	:16S:GENL 


Sequence B 

	:16R:USECU 

	:35B:ISIN US3024941094 

FMC GOLD INC. 
	Underlying securities 

	:16R:ACCTINFO 

	:97A::SAFE//98-0112441-05 
	Safekeeping account 

	:93B::ELIG /UNIT/140000, 
	Eligible balance 

	:16S:ACCTINFO 

	:16S:USECU 


Sequence D

	:16R:CADETL 

	:22F::ADDB//REVR 
	Reversal Indicator 

	:16S:CADETL 


Sequence E 

	:16R:CAOPTN 

	:13A::CAON//001 
	CA option number 

	:22F::CAOP//CASH 
	Cash Option 

	:17B::DFLT//Y 
	This is the default 

	:92A::INTP//2,7
	Interest rate used for payment

	:16R:CASHMOVE 

	:22H::CRDB//DEBT
	Debit indicator 

	:19B::GRSS//USD4000,00, 
	Amount to be debited



	:98A::PAYD//20050824
	Payment date (date that the cash will be debited and the date on which the MT 566 confirmation will be sent).

	:98A::VALU//20050822
	Value date of the transaction (could be a back value date) 

	:16S:CASHMOVE 

	:16R:CASHMOVE 

	:22H::CRDB//CRED
	Credit indicator 

	:19B::GRSS//USD3780,00 
	Amount to be credited



	:19B::ENTL//USD3780,00
	Entitled amount

	:98A::PAYD//20050824
	Payment date (date that the cash will be credited and the date on which the MT 566 confirmation will be sent).

	:98A::VALU//20050822
	Value date of the transaction (could be a back value date) 

	:16S:CASHMOVE 

	:16S:CAOPTN 


Maintenance Meeting Decision

	Discussion: 

US feels that you should not go back into MT 564 once you are in the MT 566 process, use MT 566 to pre-advice of a reversal rather than MT564.

Linked to III.52.

Should we not create a new qualifier and spin off some codes from ADDB only having CLAI, TAXR and REVR remaining? (keep in mind for ISO 20022)

Network validated rule needed: if you have ADDB and 23G, you can only use CLAI, TAXR, REVR in 22F



	Decision: 

Agreed to add ADDB as a function of the message (field 23G) in MT 564.

In addition, a REVR code needs to be added to 22F::ADDB.

And a Network Validated Rule is needed: if ADDB in 23G, then field 22F::ADDB can only have the codes CLAI, TAXR, REVR.




8. Implementation illustration for CR III.39

MT 564 Field Specifications

3. Field 23G: Function of the Message

FORMAT
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Option G
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4!c[/4!c]
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(Function)(Subfunction)


PRESENCE

Mandatory in mandatory sequence A 

DEFINITION

This field identifies the function of the message. 

CODES

Function must contain one of the following codes (Error code(s): T86): 
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ADDB 
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Additional Business Process 
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Message sent to notify an additional business process to a corporate action. 

	.../...
	
	


50. Field 22F: Indicator

FORMAT
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Option F
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:4!c/[8c]/4!c
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(Qualifier)(Data Source Scheme)(Indicator)


PRESENCE

Optional in optional sequence D 

QUALIFIER

(Error code(s): T89) 
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Order
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M/O
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Qualifier
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R/N
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CR
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Options
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Qualifier Description

	.../...
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ADDB
	[image: image82.png]


R
	[image: image83.png]


C16 
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F
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Additional Business Process Indicator

	.../...
	
	
	
	
	
	


CODES

If Qualifier is ADDB and Data Source Scheme is not present, Indicator must contain one of the following codes (Error code(s): K22): 

	.../...
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REVR 
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Reversal 
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Notification of a reversal. 

	.../...
	
	


NVR C16  

If the message is an additional business process (:23G::ADDB) then sequence D Corporate Action Details is mandatory, and in sequence D, field :22F::ADDB is mandatory and must either contain code CLAI (Claim or Compensation), TAXR (Tax Refund) or REVR (Notification or Reversal)(Error code(s): E11). 
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In Seq. A
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if field :23G: is ...
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Then Seq. D is ...
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And, in Sequence D, field :22F::ADDB is ...
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And, in Sequence D, field :22F::ADDB//... must be
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ADDB
	[image: image95.png]


Mandatory
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Mandatory
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CLAI, or
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TAXR, or
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REVR


==================== END of DOCUMENT ==========================

Hypothetical Example – based on 2006 figures





Stapled Securities are generally constructed with a company component and a trust component. ����WDC consists of two trusts and one company component. 





The Trust will determine the tax components distributed to investors during the trust year.��The applicable ATO / IFSA tax components will be detailed in the Trust's Annual Taxation Statement provided to each investor. �� 





Tax Components are treated on either an "As-At" or "Year-to-Date" basis. The difference in treatments depends on the Trust; "As-At" components are fixed by the Trust for each distribution, whereas "Year-to-Date" components are evenly applied by the Trust across the year's distributions.��Using "Year-to-Date" component - Interest - the annual percentage weighting of the component was equivalent to 3.727802% . This weighting applies evenly to both half year distributions.�Using "As-At" component - Tax Deferred -  the annual percentage weighting of the component was equivalent to 31.217848%, the statement also specified the breakdown by half year distribution (30.440888% & 32.420929%). ��Importantly, for Stapled Securities, the level of �(i) Company component FRANKING must be an "As-At" component as companies are obligated under the ITAA to declare the exact franking level before the dividend payable date. WDC's Annual Taxation Statement reported a consolidated amount of $8,518,498.11 - the equivalent sum of the franking reported on each of the half year distribution statements received by - $6,176,522.22 & $2,341,975.89 


�(ii) Trust component FRANKING can be treated by the Trust on either an "As-At" or "Year-to-Date" basis. The ITAA Franking Rules binding the dividend component are not applicable for the trust component. Consequently, this franking may only be known at the end of the trust year. WDC did not distribute franking via it's trust component.





Each individual Tax Component (column B) is linked to one of the SWIFT qualifier categories: �(i) Franked �(ii) Unfranked (iii) Interest �(iv) Tax Free or (v) Sundry Other Income. 
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