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[bookmark: _Toc482870654][bookmark: _Toc51343096][bookmark: OLE_LINK5][bookmark: OLE_LINK8]Approval of July 14 Meeting minutes
No comments received on draft minutes of July 14 meeting, therefore the minutes are approved without changes.
[bookmark: _Toc51343097]CA279 – Market Claim New MX Messages development – Status
Based on the Business Justification for new Market Claims (MC) messages approved by ISO in July, Christine, Mari and Jacques have already developed during the summer 4 draft ISO 20022 MC messages.
These messages will then be reviewed by a new ISO SEG Evaluation Team to be formed by the Securities SEG in the following couple of weeks. The review by the ET should start around end of September. 
If you are interested to participate to this evaluation team as market claims expert, please contact Christine, Mari or Jacques.
[bookmark: _Toc51343098]CA418   SR2019 GMP1-3 updates – TNDP MP
Final TNDP market practice as approved by AU, US and DE on July 17:

 
Jacques still needs to convert the MP to make it ISO 20022 enabled before integrating into GMP1. Once done, Jacques will send it to Steve and Daniel for a last check.
Actions: Jacques to make the TNDP MP ISO 20022-enabled. 
[bookmark: _Toc51343099]CA419   Definition of Instructed and Uninstructed Balances
Pending action not yet performed.
Action: Mari to review the wording of the MP for next call. 
[bookmark: _Toc51343100]CA437   Auto-FX - Update of GMP1 Section 8.6
Pending action not yet performed.
Action: Christine to review the wording of the MP for next call. 
[bookmark: _Toc51343101]CA444   Usage of QINS as Requested Quantity
Pending action not yet performed.
Action: Mari, Jean-Pierre and Christine to draft for next call an extra text to 5.5, for a recommendation to include narrative when it is not clear on what QINS will mean.
[bookmark: _Toc51343102]CA449 New MP for the usage of TAXR in Instruction
Sanjeev for ZA has provided some comments on the draft market practice but overall positive (see comments inserted in the document here below):


No other NMPG has provided feedback in writing so far.
Action: NMPGs are reminded to review and revert by the SMPG virtual meeting.
[bookmark: _Toc51343103]CA450   Usage of TBSP and UNSP for DTCH events (SR2020 - CR1533)
Input from LU NMPG:


US supports the proposal.
Action: Remaining NMPGs are reminded to review and revert by the SMPG virtual meeting (including to say that the proposed MP is N/A to the market).
[bookmark: _Toc51343104]CA451   New MITI MP (SR2020 - CR1517)
Input:


DE supports the amended proposal.
Action: Remaining NMPGs are reminded to review and revert by the SMPG virtual meeting (including to say that the proposed MP is N/A to the market).
[bookmark: _Toc51343105]CA457   GMP1 Section 8.17 on Usage of DateTime with Format Option E (UTC)
Jacques presented the results of his analysis on the usage of DateTime format options and of the corresponding ISO 20022 formats. The document has been already revised during the discussion (see amended document here below):


To be progressed at next call.
Action: NMPG to review and comment.
[bookmark: _Toc51343106]New Open Items from CA MWG Meeting outcome
· Handling of Market Claims in the ECMS Context to be discussed and what changes, if any, are needed in ISO 15022 once the ISO 20022 messages have been developed? (SR2021 CR 001649)
· New MP on New Reason Codes for Reorg (SR2021 CR001653)
· New MP on Multi- Language Announcement (SR2021 - CR 001661)
[bookmark: _Toc51343107]AOB: 
Jean-Paul: In the scope of SRDII, some ISO 20022 messages (issuer announcements) were received by Euroclear with Swedish characters and this has caused some technical system issues.
Jean-Paul asked whether SWIFT has limits on the character set on SWIFTNet ? 
Jacques answered that ISO 20022 messages can support in theory UTF-8 character set. This is the case on SWIFTNet. Nevertheless, the service description on SWIFTNet can also limit the usage of character sets although the recommendation is rather to support at least LATIN-1 characters.
For SRDII, the character sets to be accepted are more extensive since the SRDII directive stipulates that the announcement can include local EEA languages and therefore more characters than those in Latin-1 should be supported as well. This is the case on SWIFTNet FINplus service.
CBPR+ on the other hand has specified more restrictions on the usage of characters in the related MyStandards UGs. See below the description for CBPR+ character set:
CBPR+ Character Set: 
· All proprietary and Text fields EXCLUDING Name and Address for all actors and Related Remittance Information and Remittance are limited to the FIN-X-Character set. 
· All Name and Address for all actors and Related Remittance Information and Remittance are extended to support the following additional characters: !#%&'*+-/=?^_`{|}~ "(),:;@[\]. 
· HVPS+ will allow 3 additional characters: <>$ - >< is escaped as follows: < is replaced with &lt; > is replaced with &gt; 
· E-mail address/Proxy fields are extended to support the following additional characters: !#%&'*+-/=?^_`{|}~ "(),:;@[\]><$

Next Meeting:   September 28 – October 1, 2020 from 12:00 to 3:30 PM CEST

------------------------ End of the Meeting Minutes ---------------
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[bookmark: _Toc402960647]Guidelines for Tax on Non-Distributed Proceeds

Overview

This section details Market practice principles regarding tax on non-distributed proceeds events. 

Specifically Non-Distributed Proceeds refers to a situation where holders of securities are “Deemed” to have received income, resulting in a withholding tax obligation. Withholding Agents have requirements to withhold tax on the deemed distribution and may have the obligation to perform year-end tax reporting for the deemed distribution to holders.

For the background legal framework refer to:

· US Regulation: Section 305(c) of the Internal Revenue Code (IRC)RC and Dividend Equivalent Payment (DEP) under Section 871(m) of the IRC

· Australian Legislation: The Tax Laws Amendment (New Tax System for Managed Investment Trusts) Act 2016 establishes a new class of trust known as an attribution managed investment trust (AMIT)

· German Legislation: The Investment Tax Reform Act (InvStRefG), which requires banks to deduct taxes on fund holdings, if the fund does not distribute any income.



Notification about events and eligibility

All accounts that are notified of eligibility in a tax on non-distributed proceeds event via the CANO-Eligible message, or the MT564 should be notified of the tax on non-distributed proceeds results via the CAPA tax on non-distributed proceeds results or MT564 regardless of whether their accounts were affected by the Tax on non-distributed proceeds.  



US:

· The issuer provides the “timing date” (typically based on the ex-date of the underlying security).

· Payment Date (debit) is determined by the withholding agent which is based on some position capture date.



Australia:

The attribution of income (assessable income, exempt income and non-assessable non-exempt income) and tax offsets are attributed to a member on the AMIT member’s annual statement (AMMA Statement) issued by the AMIT after the end of the AMIT’s income year.  The deemed payment amount will be subject to withholding tax. Pay Date is determined by the withholding agent



Germany:

The events apply to the holder of certain fund shares if the fund did not distribute any income as of 31 December. The events are usually announced early January. The payment takes place immediately after announcement.



Message rules for Tax on non-distributed proceeds Flow  

Key fields that have to be used for tax on non-distributed proceeds events are outlined in the respective country columns of the EIG+. Please refer to Part 2 of the SMPG CA Global Market Practice.

In addition, the following key fields should be used:

· Linkages

Linkage should be provided to the underlying Cash Dividend or applicable event with the COAF provided, if any. For Germany, this is not applicable as there is no underlying event.



· Corporate Action Event Processing Indicator (CAEP)

DISN should be used in the US and Australia meaning that the holder of the relevant security, will be subject to a payment without giving up the underlying security. This is optional in Germany.



· For the US, the Tax on Non Distributed Proceeds Indicator should be used (with SMPG data source scheme). It is used to identify, if the event is subject to regulation 871m (use code US01) or 305c (use code US02) as follows:

e.g.  :22F::TNDP/SMPG/US01  (871m)

        :22F::TNDP/SMPG/US02  (305c)



· Similarly, the Income Type (IRSX Issuer Type) is used in the US market as follows:

For 871m events IRS Income type code 40 - Other Dividend Equivalents. 

For 305c it can be either IRS Income Type code  06 – Dividends Paid by US Corporations, 08 – Dividends paid by Foreign Corporations or 37 - Return of Capital.



· Deemed Rate

This is the rate applied for the calculation of deemed proceeds which are not paid to security holders but on which withholding tax is applicable.



· Deemed Amount

Also known as “Gross Taxable Amount” is the amount of proceeds which is not actually paid to the security holder but on which withholding tax is applicable.



· Tax Rate

The tax rate applicable to the security holders.



· Rate Type Code and Amount Type Code

For the Australian market, a rate/amount type code is required with the Deemed Rate and Deemed Amount with one of the below qualifiers, to describe the source of the deemed proceeds:

· DEIT: Deemed Interest Income Australian Sourced

· DEDI: Deemed Dividend

· DEFP: Deemed Fund Payment

· DERY: Deemed Royalties

Cash Movement Sequence:

The cash movement should appear as a debit to signify the debit related to the tax withholding (based upon the Deemed Amount and Withholding Rate).

The Posting Amount and Net Cash Amount are the Amount of Tax Debit resulting from the tax on non-distributed proceeds and indicate the cash movements (debit) resulting from the tax on non-distributed proceeds.





SMPG - DRAFT
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Tax breakdown

Market Practice





The Securities Market Practice Group is a group of experts that represents local markets or market infrastructures and who devote their time on a voluntary basis to define global and local market practices for the benefit of the securities industry. The time spent is sponsored by the market players. The market practice documentation and recommendations produced by this organisation are intended to solve common problems across the securities industry, from which financial institutions can derive clear benefits, to harmonise business processes and to facilitate the usage of message protocols ISO 15022 and ISO 20022. While the Securities Market Practice Group encourages the implementation of the market practices it develops it is up to the financial institutions within each market to implement the market practices according to their needs and agreements with their business counterparts to support their businesses as efficiently as possible. For more information on the MP release cycle please refer to the SMPG by-laws document section 4 on www.smpg.info.









Status: 			Final 1.0

Preparation date: 		August 2020

Update date: 		

Update. Impl. date: 	

Author: 			SMPG CA-WG




I. Introduction	4

II. Relief at source	4

III. Tax refund	12








		Changes to previous versions



		

		

		

		



		

		

		

		





[bookmark: _Toc47931916]
Introduction

Based on previous discussions at the SMPG Tax Working Group, we have identified two methods currently used by account servicers to collect tax breakdown information, either prior to (relief at source scenario) or after (tax refund scenario) an income distribution:

1. Using a Withholding Tax Relief Certification (WTRC) event, linked to the income distribution event;

2. Including multiple options, one per tax rate, in the income distribution event.

Although the SMPG Tax Working Group was unable to reach consensus on the method to be recommended, it agreed that scenario 1 should be the preferred method for any institution that is approaching this process ex-novo.

Account owners can provide a tax breakdown using a MT565 message, whose content depends on the event type that was used in the breakdown request.







[bookmark: _Toc47931917]Relief at source

In some source investment countries that allow for a relief at source procedure (e.g. Italy), where the account owner has an omnibus segregated account (OSA), prior to the income distribution record date/pay date[footnoteRef:1], it has to inform the account servicer of the tax rates and breakdown of the eligible balance to be used to pay the income proceeds[footnoteRef:2]. [1:  Rules vary depending on the source investment country.]  [2:  In some source investment countries, the tax rates are enough. In others, the details of the beneficial owners are also to be disclosed.] 


We have provided an overview of the way the income and tax breakdown should be managed according to both methods described in the introduction to this market practice:

1. In scenario 1:

a. the account servicer will:

i. announce a mandatory income distribution (INTR or DVCA);

ii. for account owners having an OSA, a WTRC voluntary event will also be announced with a link to the mandatory income distribution. The WTRC event will have a NOAC and a OTHR[footnoteRef:3] option to request the tax rates to be used to pay the income proceeds (e.g. statutory rate, DTT rates, etc); [3:  A change request has been put forward to create a new dedicated option in SR2021.
] 


b. the account owner will send the tax breakdown via MT565 quoting the details (CAEV, CORP, etc) of the WTRC event;

c. based on the SLA in place between the account servicer and account owner, the receipt of the instruction will be confirmed via MT567;

d. on pay date, the account servicer will pay the income proceeds using the tax rates provided by the account owner. The credit of the proceeds will be confirmed via a MT566 reporting the INTR/DVCA event details.

[image: ]



2. In scenario 2:

a. the account servicer will announce a choice income distribution (INTR or DVCA) with as many CASH options as the tax rates that can be used to pay the income proceeds (e.g. statutory rate, DTT rates, etc);

b. the account owner will send the tax breakdown via MT565 quoting the details (CAEV, CORP, etc) of the income event;

c. based on the SLA in place between the account servicer and account owner, the receipt of the instruction will be confirmed via MT567;

d. on pay date, the account servicer will pay the income proceeds using the tax rates provided by the account owner. The credit of the proceeds will be confirmed via a MT566 reporting the INTR/DVCA event details.



[image: ]





Recommendation for the usage of the new reason codes added to PEND and REJT statuses in the MT567: 

		TAXI

		Incorrect Tax Rate

		Tax rate provided is incorrect. It falls outside the acceptable values for that investment country.

		It should be used to inform the account owner that any of the tax rate indicated for a beneficial owner in the BENODET sequence is incorrect.

As an example, with reference to our MT565 below, if the account owner reported a rate of 30%.



		TAXM

		Missing Tax Rate

		Tax rate is missing.

		It should be used to inform the account owner that any of the tax rate indicated for a beneficial owner in the BENODET sequence is incorrect.	Comment by Jayram, Sanjeev: Should this not be changed to “missing”

As an example, with reference to our MT565 below, if the account owner had reported no tax rate.



		TAXN

		Inconsistent Tax Rate

		Tax rate is not consistent with the documentation in place.

		It should be used to inform the account owner that any of the tax rate indicated for a beneficial owner in the BENODET sequence is incorrect.	Comment by Jayram, Sanjeev: Suggest we change to “not aligned to documentation on hand/in place”. 

As an example, with reference to our MT565 below, if the documentation in place for ABC123 made it entitled to a rate of 0% instead of 15%.










Message templates:



Scenario 1:

a. DVCA to announce the mandatory dividend to all clients

		:16R:

		GENL



		:20C::

		CORP//DIV3437592



		:20C::

		SEME//253147815



		:23G:

		NEWM



		:22F::

		CAEV//DVCA



		:22F::

		CAMV//MAND



		:25D::

		PROC//COMP



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CADETL



		:98A::

		XDTE//20YY0323



		:98A::

		RDTE//20YY0324



		:16S:

		CADETL



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//Y



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98A::

		PAYD//20YY0325



		:92A::

		TAXR//26,



		:92F::

		GRSS//EUR1,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		





b. WTRC to announce the breakdown event to account owners having an OSA 

		:16R:

		GENL



		:20C::

		CORP//WTRC12345



		:20C::

		SEME//253147816



		:23G:

		NEWM



		:22F::

		CAEV//WTRC



		:22F::

		CAMV//VOLU



		:25D::

		PROC//COMP



		:16R:

		LINK



		:13A::

		LINK//564



		:20C::

		CORP//DIV3437592



		:16S:

		LINK



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//NOAC



		:17B::

		DFLT//Y



		:98E::

		RDDT//20YY0324160000/00



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//OTHR



		:17B::

		DFLT//N



		:98E::

		RDDT//20YY0324160000/00



		:70E::

		ADTX//blablabla



		:16S:

		CAOPTN







c. MT565 sent by the account owner to instruct the tax breakdown

		:16R:

		GENL



		:20C::

		CORP//WTRC12345



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//WTRC



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/ABC123[footnoteRef:4] [4:  Account owners identify ultimate beneficial owners by virtue of their tax ID. A change request has been put forward for SR2021 to add option S to OWND. In the meantime, as option R requires a DSS, we propose to use SMPG DSS until SR2021.
] 




		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET



		:16R:

		BENODET



		:95R:

		OWND/SMPG/XYZ999



		:36B:

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::	Comment by Jayram, Sanjeev: Total eligibility was elected in option. Also, MT565 should be per option not multiple options – we should delete.

		CAON//002



		:22F::

		CAOP//OTHR



		:36B:

		QINS//UNIT/4600,



		:16S:

		CAINST







Depending on the tax requirements per source investment country, the breakdown may be:

· Full disclosure breakdown – the account owner should provide (as illustrated in the above MT565 template):

· details of the beneficial owner (e.g. name and address, tax ID, etc) – it is recommended that either all details are reported by repeating :95P::OWND or a unique reference pre-agreed with the account servicer is used instead,

· quantity per beneficial owner,

· applicable tax rate; 

· rate breakdown – the account owner should provide (see below template):

· quantity per tax rate,

· tax rate: 

		:16R:

		BENODET



		:95V:

		OWND//NONREF



		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET







d. The account servicer will pay the income proceeds using the quantities and tax rates provided by the account owner in the MT565. 

The MT566 should be issued using the event details of the DVCA (e.g. CORP//DIV3437592). It is recommended that the account servicer issues:	Comment by Jayram, Sanjeev: This would the option to send one MT566 with no tax rate – bulk payment. A blended rate tax rate is not recommended.  

· either one MT566 per tax rate, or

· one MT566 with repeating movements, one movement per tax rate.











Scenario 2:

a. DVCA to announce the dividend with several options depending on the tax rates applicable to that event and security type:

		:16R:

		GENL



		:20C::

		CORP//DIV3437592



		:20C::

		SEME//253147815



		:23G:

		NEWM



		:22F::

		CAEV//DVCA



		:22F::

		CAMV//CHOS



		:25D::

		PROC//COMP



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CADETL



		:98A::

		XDTE//20YY0323



		:98A::

		RDTE//20YY0324



		:16S:

		CADETL



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//Y



		:98E::

		RDDT//20YY0324160000/00



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98A::

		PAYD//20YY0325



		:92A::

		TAXR//26,



		:92F::

		GRSS//EUR1,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//N



		:98E::

		RDDT//20YY0324160000/00



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98A::

		PAYD//20YY0325



		:92A::

		TAXR//15,



		:92F::

		GRSS//EUR1,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//003



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//N



		:98E::

		RDDT//20YY0324160000/00



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98A::

		PAYD//20YY0325



		:92A::

		TAXR//0,



		:92F::

		GRSS//EUR1,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN












b. MT565 sent by the account owner to instruct the tax breakdown (under the assumption we need a full disclosure breakdown) 

		:16R:

		GENL



		:20C::

		CORP// DIV3437592



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//DVCA



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/ABC123



		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::

		CAON//002



		:22F::

		CAOP//CASH



		:36B:

		QINS//UNIT/2600,



		:16S:

		CAINST







		:16R:

		GENL



		:20C::

		CORP// DIV3437592



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//DVCA



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/XYZ999



		:36B:

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::

		CAON//001



		:22F::

		CAOP//CASH



		:36B:

		QINS//UNIT/2000,



		:16S:

		CAINST









c. The account servicer will pay the income proceeds using the quantities and tax rates provided by the account owner in the MT565. 

The MT566 should be issued using the event details of the DVCA (e.g. CORP//DIV3437592) with payments per option.







[bookmark: _Toc47931918]Tax refund

In those source investment countries that allow for a tax refund procedure (e.g. Austria), when submitting a tax refund application to the account servicer, where the account owner has an omnibus segregated account (OSA), it has to inform the account servicer of how the eligible balance should be broken down amongst all end investors, to process the tax refund applications.

We have provided an overview of the way the tax breakdown should be managed according to both methods described in the introduction to this market practice:



1. In scenario 1:

a. the account servicer will:

i. announce a mandatory tax refund event (TREC);

ii. for account owners having an OSA, a WTRC voluntary event will also be announced with a link to the tax refund event. The WTRC event will have a NOAC and a OTHR[footnoteRef:5] option to request the tax rates to be used to pay the income proceeds (e.g. statutory rate, DTT rates, etc); [5:  A change request has been put forward to create a new dedicated option in SR2021.] 


b. the account owner will send the tax breakdown via MT565 quoting the details (CAEV, CORP, etc) of the WTRC event;

c. based on the SLA in place between the account servicer and account owner, the receipt of the instruction will be confirmed via MT567;

d. if and when the tax refund has been paid by the tax authorities, the account servicer will pay the refund. The credit of the proceeds will be confirmed via a MT566 reporting the TREC event details.

[image: ]





2. In scenario 2:

a. the account servicer will announce a voluntary tax refund event (TREC) with as many CASH options as the tax rates that can be used to pay the refund (e.g. statutory rate, DTT rates, etc);

b. the account owner will send the tax breakdown via MT565 quoting the details (CAEV, CORP, etc) of the tax refund event;

c. based on the SLA in place between the account servicer and account owner, the receipt of the instruction will be confirmed via MT567;

d. if and when the tax refund has been paid by the tax authorities, the account servicer will pay the refund. The credit of the proceeds will be confirmed via a MT566 reporting the TREC event details.



[image: ]





Recommendation for the usage of the new reason codes added to PEND and REJT statuses in the MT567: 

		TAXI

		Incorrect Tax Rate

		Tax rate provided is incorrect. It falls outside the acceptable values for that investment country.

		It should be used to inform the account owner that any of the tax rate indicated for a beneficial owner in the BENODET sequence is incorrect.

As an example, with reference to our MT565 below, if the account owner reported a rate of 30%.



		TAXM

		Missing Tax Rate

		Tax rate is missing.

		It should be used to inform the account owner that any of the tax rate indicated for a beneficial owner in the BENODET sequence is incorrect.	Comment by Jayram, Sanjeev: Should this not be changed to “missing” 


As an example, with reference to our MT565 below, if the account owner had reported no tax rate.



		TAXN

		Inconsistent Tax Rate

		Tax rate is not consistent with the documentation in place.

		It should be used to inform the account owner that any of the tax rate indicated for a beneficial owner in the BENODET sequence is incorrect.	Comment by Jayram, Sanjeev: Suggest we change to “not aligned to documentation on hand/in place”. 



As an example, with reference to our MT565 below, if the documentation in place for ABC123 made it entitled to a rate of 0% instead of 15%.










Message templates:

Scenario 1:

a. TREC to announce the mandatory tax refund to all clients[footnoteRef:6] [6:  No tax refund rate has been indicated to allow the account servicer to manage all refunds, both under DTT and, where applicable, domestic law in the same event.] 


		:16R:

		GENL



		:20C::

		CORP//TRE3437592



		:20C::

		SEME//253147815



		:23G:

		NEWM



		:22F::

		CAEV//TREC



		:22F::

		CAMV//MAND



		:25D::

		PROC//COMP



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CADETL



		:98A::

		RDTE//20YY0325[footnoteRef:7] [7:  The record date of the TREC is intended as the pay date of the original taxable event.] 




		:16S:

		CADETL



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//Y



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98B::

		PAYD//ONGO



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		





b. WTRC to announce the breakdown event to account owners having an OSA 

		:16R:

		GENL



		:20C::

		CORP//WTRC12345



		:20C::

		SEME//253147816



		:23G:

		NEWM



		:22F::

		CAEV//WTRC



		:22F::

		CAMV//VOLU



		:25D::

		PROC//COMP



		:16R:

		LINK



		:13A::

		LINK//564



		:20C::

		CORP// TRE3437592



		:16S:

		LINK



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//NOAC



		:17B::

		DFLT//Y



		:98B::

		RDDT//ONGO



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//OTHR



		:17B::

		DFLT//N



		:98B::

		RDDT//ONGO



		70E::

		ADTX//blablabla



		:16S:

		CAOPTN







c. MT565 sent by the account owner to instruct the tax breakdown

		:16R:

		GENL



		:20C::

		CORP//WTRC12345



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//WTRC



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/ABC123[footnoteRef:8] [8:  Account owners identify ultimate beneficial owners by virtue of their tax ID. A change request has been put forward for SR2021 to add option S to OWND. In the meantime, as option R requires a DSS, we propose to use SMPG DSS until SR2021.
] 




		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET



		:16R:

		BENODET



		:95R:

		OWND/SMPG/XYZ999



		:36B:

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::	Comment by Jayram, Sanjeev: MT565 should per option and thus we should delete this option. Furthermore, full eligibility was elected in option 1. Not sure if I’m missing something.

		CAON//002



		:22F::

		CAOP//OTHR



		:36B:

		QINS//UNIT/4600,



		:16S:

		CAINST







Depending on the tax requirements per source investment country, the breakdown may be:

· Full disclosure breakdown – the account owner should provide (as illustrated in the above MT565 template):

· details of the beneficial owner (e.g. name and address, tax ID, etc) – it is recommended that either all details are reported by repeating :95P::OWND or a unique reference pre-agreed with the account servicer is used instead,

· quantity per beneficial owner,

· applicable tax rate; 

· rate breakdown – the account owner should provide (see below template):

· quantity per tax rate,

· tax rate: 

		:16R:

		BENODET



		:95V:

		OWND//NONREF



		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET











Scenario 2:

a. TREC to announce the refund with several options depending on the refund rates applicable to that event and security type:

		:16R:

		GENL



		:20C::

		CORP//TRE3437592



		:20C::

		SEME//253147815



		:23G:

		NEWM



		:22F::

		CAEV//TREC



		:22F::

		CAMV//VOLU



		:25D::

		PROC//COMP



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//NOAC



		:17B::

		DFLT//Y



		:98B::

		RDDT//ONGO



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//N



		:98B::

		RDDT//ONGO



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98B::

		PAYD//ONGO



		:92A::

		TXRC//11,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//003



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//N



		:98B::

		RDDT//ONGO



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98B::

		PAYD//ONGO



		:92A::

		TXRC//26,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN












b. MT565 sent by the account owner to instruct the tax breakdown (under the assumption we need a full disclosure breakdown) 

		:16R:

		GENL



		:20C::

		CORP// TRE3437592



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//TREC



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/ABC123



		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::

		CAON//002



		:22F::

		CAOP//CASH



		:36B:

		QINS//UNIT/2600,



		:16S:

		CAINST







		:16R:

		GENL



		:20C::

		CORP// TRE3437592



		:20C::

		SEME//253147899



		:23G:

		NEWM



		:22F::

		CAEV//TREC



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/XYZ999



		:36B:

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::

		CAON//003



		:22F::

		CAOP//CASH



		:36B:

		QINS//UNIT/2000,



		:16S:

		CAINST
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Input From DE (Daniel) and Amended by CA WG on July 14



 

MITI - Market Infrastructure Transaction Identification



In T2S, Central Banks and CSDs will should report the T2S Market Infrastructure Transaction Identification (MITI) in the cash or securities transaction statements.  for their Dedicated Cash Account (DCA).



Securities services providers that inform their clients about payments that have been executed to the DCAin T2S should therefore populate the MITI reference, provided they have received it from their provider, in the confirmation message (MT566, seev.036 or seev.037, respectively).
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CA457_UTCTime_FormatOptionE_v3.docx
[bookmark: _Toc32852614][bookmark: _Toc32852727]Representations of DateTime in ISO 15022 / 20022



		Meaning

		ISO 15022

		ISO 15022

		ISO 20022



		Local DateTime of message sender BIC country code

		98C

		Date Time

		ISO Date Time (Local) & no offset & no UTC/Zulu time





		Local DateTime showing UTC offset

		98E

		Date Time & mandatory “/ [N]UTC Indicator” 

		ISO Date Time (Local) & mandatory “+/-HH.MM” offset



		UTC Time

		98E

		Date Time + “/00”

		ISO Date Time (UTC) & “Z”



		Assume UTC/Zulu Time

		98E

		Data Time (without UTC Indicator)

		ISO Date Time (UTC) & “Z”







Issue

Redundancy: 98E without UTC indicator = 98C

98E without UTC indicator is ambiguous 

ISODateTime without UTC is ambiguous





Potential future Market Practice / Recommendations

ISO 15022 - Do NOT use 98E without UTC Indicator 

ISO 20022 – Do NOT use ISODateTime without “Z” or “Offset”



Specific for SRDII

For deadlines in SRDII, use 98E UTC time (ISO15022) and UTC Time (ISO20022) mandatory

CA: 

· MarketDeadline (MKDT)

SID

· Issuer Disclosure Deadline (for disclosure responses)

General Meeting

· Meeting DateTime

· VoteReceiptDateTime

· IssuerDeadlineForVoting

· RegistrationParticipationMarketDeadline



· RegistrationParticipationDeadline ?

· VoteDeadline ?

· VoteMarketDeadline ?

· And all other deadline elements….?





Potential Future Change request

ISO 15022 – Should we remove 98C for CA Dates and Time elements globally ?







3.11.6 Response and Market Deadline

3.11.6.1 Market Deadline

The definition of market deadline is “Issuer or issuer's agent deadline to respond, with an election instruction, to an outstanding offer or privilege.”. 

The market deadline reported by account servicers is the one announced by the issuer or issuer's agent or the offeror, expressed in the local time zone of the issuer or issuer agent. 

When election instructions may or must be sent to the issuer or issuer’s agent via the issuer CSD, the deadline in the issuer CSD system by which such instructions must be sent must be the market deadline as set by the issuer. 

In case the CSD system cannot receive election instructions up until market deadline, the notification sent by the CSD must include both the market deadline date and time set by the issuer as well as the CSD’s own response deadline date and time. 

This also applies to events where the CSD is acting as an investor CSD.

		ISO 15022 

		ISO 20022



		MT 564 / E / 98a / MKDT

		seev.031 – E / DateDetails / Market Deadline



		Decision Date

		Implement. Date

		Update Date

		Open Item Ref.



		Feb. 2016

		Nov. 2016

		Apr. 2019

		CA303, CA431





3.11.6.2 Response Deadline

The group agreed that this should be the local time zone of the account servicer. The time zone of the account servicer is always known (SLA). This information should be stored in the system, it should not be in the message. This is the case for corporate actions as well as for settlement. 



		ISO 15022 

		ISO 20022



		MT 564 / E / 98a / RDDT

		seev.031 – E / DateDetails / ResponseDeadline



		Decision Date

		Implement. Date

		Update Date

		Open Item Ref.



		Jun. 2001/Jan. 2002

		Nov. 2002

		

		CA303







If a date format with UTC time is used for Response Deadline or Early Response Deadline, then UTC time without any offset specified means GMT time.



		ISO 15022 

		ISO 20022



		MT 564 / E / 98a / RDDT & EARD

		seev.031 – E / DateDetails / ResponseDeadline & EarlyResponseDeadline



		Decision Date

		Implement. Date

		Update Date

		Open Item Ref.



		Sep. 2010

		Nov. 2010

		

		













8.17 Usage of “UTC Time” Format For Dates and Time 

In ISO 15022, Format Option :98E: should be used to report the Date/Time fields in UTC time or UTC with offset time, for some Date/Time qualifiers.  

This Date and Time format option :98E: is defined in sequences D, E, E1 and E2 of the MT564 and C, D, D1, D2 of the MT 566 with the following syntax:

Field :98a: Date/Time   Option E :4!c//8!n6!n[,3n][/[N]2!n[2!n]]   (Qualifier)(Date)(Time)(Decimals)(UTC Indicator)



If the UTC time is used, we recommend it is indicated with a zero offset (also known as Zulu time where Z stands for "zero hours", meaning the offset from Greenwich Mean Time (GMT) is zero), as follows: “:98E::YYYYMMDDHHMMSS/00”.

If the UTC Indicator is not present in format option E, the time provided is the GMT time.



In ISO 20022, the UTC time and UTC time with offset is already an integral part of the “ISODateTime” data type.

DateTime in UTC format is the preferred format (YYYY-MM-DDThh:mm:ss.sssZ (Z means Zulu Time ≡ UTC time ≡ zero UTC offset))



------------------------------------------------------------------------------------------------------------------------------------

Usage of Date / Time Format Option E in MT 564/568

		Deadline elements

		Qualifier

		564

		566

		Format Option E?



		Market Deadline 

		MKDT

		E

		D

		Y



		Response Deadline 

		RDDT

		E

		D

		Y



		Lead Plaintiff Deadline 

		PLDT

		D

		n/a

		Y



		Early Response Deadline 

		EARD

		E

		n/a

		Y



		Stock Lending Deadline

		BORD

		E

		n/a

		Y



		Certification Deadline

		CERT

		D

		C

		N



		Deadline To Register

		REGI

		D

		C

		N



		Election to Counterparty Market Deadline

		ECPD

		D

		n/a

		N -> Y



		Election to Counterparty Response Deadline

		ECRD

		D

		n/a

		N -> Y



		Early Third Party Deadline

		ETPD

		D

		n/a

		N



		Third Party Deadline

		TPDT

		D

		n/a

		N



		Deadline To Split

		SPLT

		D

		C

		N



		Deadline For Tax Breakdown Instructions

		TAXB

		D

		C

		N -> Y



		Protect Date /Time

		PODT

		E

		n/a

		Y



		Cover Expiration Date/time

		CVPR

		E

		n/a

		Y



		Non Deadline elements with Format Option E

		

		

		

		



		Meeting Date/Time

		MEET

		D

		C

		Y



		Second Meeting Date/Time

		MET2

		D

		n/a

		Y



		Third Meeting Date/Time

		MET3

		D

		n/a

		Y



		Market Claim Tracking End Date

		MCDT

		D

		n/a

		Y -> N



		Earliest Payment Date/time

		EARL

		E1/E2

		D1/D2

		Y -> N



		Announcement Date

		ANOU

		D

		C

		N







[Title]	Produced by LITTRE Jacques	Page 3


image1.jpeg
‘Securitios Market Practics Group




