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I. Scope and definitions:
General context : 

The Law creating a tax on financial transactions (hereafter ‘the Law’) was adopted by the French Parliament on 29 February 2012 and published in the ‘Journal Officiel’ on 15 March 2012. The tax on financial transactions (hereafter ‘FTT’) law comes into effect as from Wednesday, 1st August 2012.
The scope of the FTT is based on a list of ISINs of French eligible companies. The tax is applicable to any transaction processed in France or overseas and considered as non-exempted.

The payment of the “ FTT” will be effective as from 9th of November 2012.
The scope of this document is to describe the market practice related to the French Financial Transaction Tax and the 15022 reporting associated in the securities area (from the tax announcement to its payment)

Our current document is a complement to the White Paper published by AFTI ( in annex of our document). 
where the operational flow, legal principles, liability processes will be more detailed.

The market practice focuses on the messaging part in place between the custodians and their clients, the securities central depository and its participants. 
Hereafter market practice will cover the corporate action FTT process as from November 2012 and the messaging 15022 flow applicable as from SWIFT release 2013. Items for which discussions are ongoing on the French market will not be detailed on in the hereafter document but only mentioned.

Above local market-practice will evolve and include the changes from the European Transaction Tax.

Another market practice is available for the settlement and reconciliation process on the SMPG website.

Corporate action’s background : 
The corporate actions falling under FTT law are the ones for which there is a purchase in return for payment of equity shares that are in the scope of the FTT. 

These corporate events are declarable but not necessarily taxable. 


Among the 9 exoneration codes / exemption cases, 3 are applicable to corporate actions : 1 - payment of newly issued shares, 5 - intra-group or restructuring corporate actions) and 7 - realised in the context of the employee savings. 
As far as corporate actions are concerned, the transfer of ownership is deemed to occur on payment date of the event.

Please refer to the matrix annexed to the present document for a detailed analysis of events per ISO code.

II. Actors and Roles

This paragraph describes the roles and actors involved in the process described in the market practice document. 
	Actor
	Role
	Comments

	Beneficial owner
	The real final client who invests on the market
	

	Ordering party
	The entity that executes the buy/sell operations or that takes part to a Corporate Event in the name of the beneficial owner
	The entity could be a broker, a global custodian or a local custodian



	Accountable party
	The party that collects the FTT, informs the “beneficial owner or the ordering party” of the amount to be paid if he recharge the FTT, and produces the FTT declaration.
There are 2 types of accountable parties:

· The Investment Service Provider (ISP) or ‘Broker’ which has executed the transaction on its behalf or on behalf of its client; or

· When the transaction is not executed via a Broker (e.g. over-the-counter (OTC transactions)), the securities account holder of the buyer 
	The party that collects the FTT can also calculates the amount of FTT to be collected.
The party that produces the FTT declaration also pays the FTT to the participating party.

This is also the case for transactions related to a Corporate Event

	Participating party
	The one who centralizes all the FTT to be paid, make checks, debits or credits the accounts. Usually it is the role of the central depositary – in this case Euroclear France.
	The accounts that are debited or credited are the ones of the Accountable Party.

This role can also be the one of a Euroclear France direct participants.

	French fiscal authority
	The one who receives the FTT declaration and make controls
	


More details on the various actors and their roles can be found in the AFTI White Paper document, in sections 2.3, 3, and 3.4.

III. The TTF general context 

( The SWIFT CA messaging flow will be described in section IV of the document) 
	Beneficial owner

The real final client who invests on the market
	

	Ordering party

The entity that executes the buy/sell operations or that takes part to a Corporate Event in the name of the beneficial owner

(The entity could be a broker, a global custodian or a local custodian)
	

	Accountable Party

The party that collects the FTT, informs the “beneficial owner or the ordering party” of the amount to be paid if he recharge the FTT, and produces the FTT declaration.

There are 2 types of accountable parties:

· The Investment Service Provider (ISP) or ‘Broker’ which has executed the transaction on its behalf or on behalf of its client; or

· When the transaction is not executed via a Broker (e.g. over-the-counter (OTC transactions)), the securities account holder of the buyer 

(The party that collects the FTT can also calculates the amount of FTT to be collected.

The party that produces the FTT declaration also pays the FTT to the participating party.

This is also the case for transactions related to a Corporate Event)
	

	Participating party

The one who centralizes all the FTT to be paid, make checks, debits or credits the accounts. Usually it is the role of the central depositary – in this case Euroclear France

(The accounts that are debited or credited are the ones of the Accountable Party.

This role can also be the one of a Euroclear France direct participants)
	

	French fiscal authority
	


IV. Decision process flow regarding the French Financial Tax and the corporate actions
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V. Market Practice Rules

That section will describe the local market practice recommendation for the 3 above cases regarding the corporate action’s notification, corporate action’s payment notification agreed between the French CSD, his participants/custodians and final clients.

Euroclear is analysing the hereafter  recommended market practice about the MT 564 to be addressed to his participants since currently his interim solution is to provide any French Financial Tax information in a ADTX narrative field. 
Regarding the debit of the FTT amount, there is no market consensus about a MT566 payment confirmation and CA event associated. Depending on the SLA between the custodian and the final clients, the payment confirmation will be either sent on corporate action payment-date or after that date on a monthly basis.

There are 3 scenarios identified for French Financial Transaction regarding the corporate actions.
Result of the corporate action event is either:

1) Declarable and taxable

Or

2) Declarable not taxable

Or

3) Out of scope

N.B.: State of the art is online on http://afti.asso.fr where the latest version of the ‘FTT White Paper’ can be found (see in it Annex 1 ‘Corporate Actions Matrix’)

1) Scenario 1: Declarable and taxable

Whenever proceeds (result of the event) achieves all the following conditions

· Condition #1- Purchase in return for payment
· Condition #2- of (capital) equities or likened
· Condition #3- listed on a regulated market
· Condition #4- issued by a French company and with a capitalization exceeding 1 billion euro
· Condition #5- giving rise to transfer of ownership
And does not recover from any of the exemption cases,

Then the event is declarable and taxable.

As a consequence, following events, when not exempted, are declarable and taxable
	CAEV
	Corporate Action Short Definition
	Corporate Action French Short Definition (if any)

	BIDS
	Repurchase Offer/ Issuer Bid/ Reverse Rights
	Offres de rachats

	BPUT
	Put Redemption
	Remboursement au gré du porteur

	CONV
	Conversion
	Conversion d'obligation

	DTCH
	Dutch Auction
	 

	EXOF
	Exchange 
	Offre publique d'échange

	EXRI
	Rigths Exercice
	Augmentation de capital, subscription
(action par défaut: les droits sont échus)
- DPS

	EXTM
	Maturity extension
	Proragation d'échéance,mais peut donner lieu à conversion

	EXWA
	Warrant Exercice
	Expiration de bons de souscription, expiration de warrants : EXERCICE

	MCAL
	Full Call/Early Redemption
	Remboursement total anticipé (au gré de l’émetteur)

	MRGR
	Merger 
	Fusion

	PCAL
	Partial Redemption with
reduction of nominal
value
	Remboursement partiel avec diminution du nominal

	PRIO
	Priority Issue
	Souscription prioritaire

	REDM
	Final Maturity
	Remboursement final

	SOFF
	Spin-Off
Total spin-off
	Scission Totale

	TEND
	Tender/ Acquisition/ Takeover/ Purchase Offer/Buyback
	Offres publiques d'échanges / d'achats initiée par un tiers


N.B.: RHTS is not market practice in France. Nevertheless, if used, follows the same rules as EXRI.
Liable party is the custodian of the final beneficiary. Please notice that depending on the terms of the event, this final beneficiary can be:

· The event initiator only, (e.g. BIDS)

· The custodian’s client only, (e.g. PRIO SECU)

· Both event initiator and custodian’s client, (e.g. MRGR)

Regarding above scenario 1, MT 564 CA notification will:

· Inform of the taxation by activating field in subsequence E1 through the issuer taxability indicator TXAP followed by TXBL. This means that the proceeds will be taxable following the information provided by the issuer.
· Inform of the origin of the taxation in subsequence E1 through the 22a NSIS followed by EXIS. 
This means that new securities are existing (not newly issuedà and have been purchased in return of a payment (in cash or securities) 
Should the custodian not know whether the new proceeds are taxable or not: the NSIS will be followed by UKNW. 
As there is no dedicated for the SWIFT release 2013 and that there is no real consensus about the debit of the FTT by the liable counterparty, the FTT amount will or not be included in the entitled amount ENTL or NETT 19a of the MT 564. This will be described in the SLA agreed between the custodian and his client.
Example: EXRI – subscription of new shs – 
TTF is 0.2% of the price of the new SHS

Subscription price of the new SHS is 150 EUR => FTT amount = 0.30 EUR
Repetitive Optional Sequence E: “EXER” Option to exercise rights into securities
	Field
	Mand.

 or Opt.
	Qualifier
	Example
	Comments

	16R
	M
	CAOPTN
	:16R:CAOPTN
	

	13A
	M
	CAON
	:13A::CAON//001
	 

	22F
	M
	CAOP
	:22F::CAOP//EXER
	


Repetitive Optional Sub Sequence E1: “SECMOVE” Securities Movement

	Field
	M or O
	Qualifier
	Example
	Comments

	16R
	M
	SECMOVE
	:16R:SECMOVE
	

	22H
	O
	CRDB
	:22H::CRDB//CRED
	

	22H
	M
	TXAP
	 :22H ::TXAP//TXBL
	

	22H
	M
	NSIS
	:22H ::NSIS//EXIS
	Should the custodian not know  the origin of new proceeds, whether they are taxable or not: the NSIS will followed by UKNW

.Regarding the FTT, any new proceeds resulting from existing shares are taxable.


	    355B
	M
	ISIN 
	:35B:ISIN ES0178483139

SOGECABLE SA
	

	36B
	O
	ENTL 
	:36B: ENTL//UNIT//quantity


	

	92a
	M
	NEWO
	:92D::NEWO//3,/2,


	

	98A
	M
	PAYD
	:98A::PAYD//YYYYMMDD


	

	90A
	O
	CAVA
	90A:CAVA//EUR150,
	This indicates the unit tax levy basis for the FTT

	16S
	M
	SECMOVE
	:16S:SECMOVE
	


Optional Sub Sequence E1: “SECMOVE” Securities Movement

	Field
	M or O
	Qualifier
	Content
	Example
	Comments

	16R
	M
	SECMOVE
	Qualifier SECMOVE 
	:16R:SECMOVE
	

	22H
	O
	CRDB
	Qualifier CRDB followed by the code “DEBT”
	:22H::CRDB//DEBT
	

	35B
	M
	ISIN
	ISIN code + Description of rights
	:35B:ISIN ES067848902 SOGECABLE DS 05


	

	36B
	O
	ENTL 
	Qualifier ENTL followed by:

//FAMT//face amount 

or 

//UNIT //number of shares
	:36B: ENTL//UNIT//quantity 


	

	98A
	O
	PAYD
	Option A :

Qualifier PAYD followed by the Payment date
	:98A::PAYD//YYYYMMDD


	

	16S
	M
	SECMOVE
	Qualifier SECMOVE
	:16S:SECMOVE
	


Repetitive Optional Subsequence E2 “CASHMOVE” 
	Field
	M or O
	Qualifier
	Content
	Example
	Comments

	16R
	M
	CASHMOVE
	Qualifier CASHMOVE
	:16R:CASHMOVE
	

	22H
	M
	CRDB
	Qualifier CRDB followed by //DEBT amount to be debited
	:22H:CRDB//DEBT 
	

	97A
	M
	CASH
	Qualifier CASH followed by //client’s cash account
	97A:CASH//XXXXXXXXX
	

	19A
	M
	ENTL
	Qualifier ENTL followed by //client’s entitlement amount 
	19A:ENTL//EUR140,70
	Depending on the SLA terms, the entitled amount will include or not  the FTT to be applied on the new proceeds

	19A
	O
	GRSS
	Qualifier GRSS followed by //client’s entitlement amount 
	19A:ENTL//EUR150,
	

	19A
	O
	ATAX
	Qualifier ATAX followed by //French Financial tax amount
	19A:ATAX//EUR0,30
	

	19A
	O
	NETT
	Qualifier NETT followed by //client’s entitlement amount 
	19A:NETT//EUR140,
	Depending on the SLA terms, the entitled amount will include or not  the FTT to be applied on the new proceeds

	92a
	O
	ATAX
	Qualifier ATAX followed by //French Financial tax unit tax rate eg 0,2%
	:92B ::ATAX//0,2

	

	90B
	O
	PRPP
	Qualifier PRPP followed by //ACTU/ devise + price when price is given per share 
	:90B:://PRPP//ACTU/ EUR 150,

	

	98A
	M
	PAYD
	Option A: 

Qualifier PAYD followed by //payable date 
	:98A::PAYD//YYYYMMDD


	

	98A
	M
	VALU
	Option A: Qualifier VALU followed by//client’s value-date or B if UKWN
	98A::VALU//YYYYMMDD

:98B::VALU//UKWN
	

	16S
	M
	CASHMOVE
	Qualifier CASHMOVE
	:16S: CASHMOVE
	


2) Scenario 2: Declarable but not taxable

Only following exemption cases are relevant for corporate actions events:

· Case 1: Issuance (e.g. EXOF with newly issued securities)

· Case 5: Intra-group or restructuring operations (e.g. SOFF –Total Spin-Off; MRGR)
· Case 7: Employee savings plans (e.g. BIDS on Employee Savings Plan)

Whenever an event is declarable and recovers from one of the above exemption cases, then this event is declarable and not taxable.

Please note that for exemption 7,  the CA notification will not be used to communicate the information to the beneficial owner. Therefore , the hereafter MT 564 will describe only the 2 other cases.
N.B.: The below list is the same as the one for scenario 1, but for these events we are in the case where at least one exemption is applicable.
	CAEV
	Corporate Action Short Definition
	Corporate Action French Short Definition (if any)

	BIDS
	Repurchase Offer/ Issuer Bid/ Reverse Rights
	Offres de rachats

	BPUT
	Put Redemption
	Remboursement au gré du porteur

	CONV
	Conversion
	Conversion d'obligation

	DTCH
	Dutch Auction
	 

	EXOF
	Exchange 
	Offre publique d'échange

	EXRI
	Rigths Exercice
	Augmentation de capital, subscription
(action par défaut: les droits sont échus)
- DPS

	EXTM
	Maturity extension
	Proragation d'échéance,mais peut donner lieu à conversion

	EXWA
	Warrant Exercice
	Expiration de bons de souscription, expiration de warrants : EXERCICE

	MCAL
	Full Call/Early Redemption
	Remboursement total anticipé (au gré de l’émetteur)

	MRGR
	Merger 
	Fusion

	PCAL
	Partial Redemption with
reduction of nominal
value
	Remboursement partiel avec diminution du nominal

	PRIO
	Priority Issue
	Souscription prioritaire

	REDM
	Final Maturity
	Remboursement final

	SOFF
	Spin-Off
Total spin-off
	Scission Totale

	TEND
	Tender/ Acquisition/ Takeover/ Purchase Offer/Buyback
	Offres publiques d'échanges / d'achats initiée par un tiers


N.B.: RHTS is not market practice in France. Nevertheless, if used, follows the same rules as EXRI.
Regarding the above exemption cases, exemption 1 – Issuance - is the most frequent one. 

Therefore, it will be reported through the same combination as above but with the NSIS indicator followed by NEIS – New issue of securities proceeds

Exemption 5 will be indicated in the MT 564 in a narrative field of sequence E. 
Exemption 1: Issuance
Repetitive Optional Sequence E: “SECU” Option to RECEIVE THE NEW SHS for AN EXOF

	Field
	M or O
	Qualifier
	Example
	Comments

	16R
	M
	CAOPTN
	:16R:CAOPTN
	

	13A
	M
	CAON
	:13A::CAON//001
	 

	22F
	M
	CAOP
	:22F::CAOP//SECU
	


Repetitive Optional Sub Sequence E1: “SECMOVE” Securities Movement

	Field
	
	Qualifier
	Example
	Comments

	    16R
	M
	SECMOVE
	:16R:SECMOVE
	

	22H
	O
	CRDB
	:22H::CRDB//CRED
	

	22H
	M
	TXAP
	 :22H ::TXAP//TXBL
	

	22H
	M
	NSIS
	:22H ::NSIS//NEIS
	Should the custodian not know the origin of the new proceeds: the NSIS will be followed by UKNW. 



	    355B
	M
	ISIN 
	:35B:ISIN ES0178483139

SOGECABLE SA
	

	36B
	O
	ENTL 
	:36B: ENTL//UNIT//quantity


	

	92a
	M
	NEWO
	:92D::NEWO//3,/2,


	

	98a
	M
	PAYD
	:98A::PAYD//YYYYMMDD


	

	90A
	O
	CAVA
	90A:CAVA//EUR150,
	This is the unit tax levy basis for the FTT.

	16S
	M
	SECMOVE
	:16S:SECMOVE
	


Optional Sub Sequence E1: “SECMOVE” Securities Movement

	Field
	M or O
	Qualifier
	Example
	Comments

	16R
	M
	SECMOVE
	:16R:SECMOVE
	

	22H
	O
	CRDB
	:22H::CRDB//DEBT
	

	35B
	M
	ISIN
	:35B:ISIN ES067848902 SOGECABLE DS 05


	

	36B
	O
	ENTL 
	:36B: ENTL//UNIT//quantity 


	Field reported only on cash pre-advice when client instruction has been processed in the system for this option.

	98A
	O
	PAYD
	:98A::PAYD//YYYYMMDD
	

	16S
	M
	SECMOVE
	:16S:SECMOVE
	


	Field
	
	Qualifier
	Example
	Comments

	70E
	O
	TAXE
	::70E::TAXE: Exemption type is

New shares have been issued
	


Exemption 5 else than the issuance
Repetitive Optional Sequence E: “SECU” Option to exercise rights into securities
	Field
	M or O
	Qualifier
	Example
	Comments

	16R
	M
	CAOPTN
	:16R:CAOPTN
	

	13A
	M
	CAON
	:13A::CAON//001
	 

	22F
	M
	CAOP
	:22F::CAOP//EXER
	


Repetitive Optional Sub Sequence E1: “SECMOVE” Securities Movement

	Field
	
	Qualifier
	Example
	Comments

	16R
	M
	SECMOVE
	:16R:SECMOVE
	

	22H
	O
	CRDB
	:22H::CRDB//CRED
	

	22H
	M
	TXAP
	 :22H ::TXAP//TXBL
	

	    355B
	M
	ISIN 
	:35B:ISIN ES0178483139

SOGECABLE SA
	

	36B
	O
	ENTL 
	:36B: ENTL//UNIT//quantity


	

	92a
	M
	NEWO
	:92D::NEWO//3,/2,


	

	98a
	M
	PAYD
	:98A::PAYD//YYYYMMDD
	

	16S
	M
	SECMOVE
	:16S:SECMOVE
	


	Field
	
	Qualifier
	Example
	Comments

	70E
	O
	TAXE
	::70E::TAXE: Exemption type is

Intra-group or restructuring operations 
	


3) Scenario 3: Out of scope (not declarable, not taxable)
Whenever proceeds (result of the event):

· Are only cash, or, 

· Are securities but 

· Are not purchased in return for payment (e.g. bonus issue, primary issue), or,

· Are not (capital) equities or likened, or,

· Are not listed on a regulated market, or,

· Are not issued by a French company and with a capitalization exceeding 1 billion euro, or,

· Does not give rise to transfer of ownership
Then the event is not declarable and not taxable, thus out of scope.

Regarding MT 564 notification, there will be no specific reporting – no activation of the TXAP or NSIS.

Depending on SLA, a narrative 70E - TAXE will display that the event is out of the FTT’s scope.
	Field
	
	Qualifier
	Example
	Comments

	70E
	O
	TAXE
	::70E::TAXE: CA EVENT IS OUT OF SCOPE OF THE  FRENCH FINANCIAL TRANSACTION S


	


Depending on SLA, above reporting-rules will be applied to the following corporate action’s events that are not declarable and not taxable: 
	CAEV
	Corporate Action Short Definition
	Corporate Action French Short Definition (if any)

	ATTI
	Attachment
	Remembrement

	BONU
	Bonus Issue/Capitalisation Issue
	Attribution gratuite

	BRUP
	Bankruptcy
	Faillite

	CAPD
	Capital Distribution
	Distribution de Capital

	CAPG
	Capital Gains Distribution
	 

	CAPI
	Capitalisation
	Capitalisation

	CERT
	Non-US TEFRA D Certification
	 

	CHAN
	Change
	Changement des caractéristiques des titres (changement de code valeur, de marché, conversion au porteur, changement de parité/taux, mise au nominatif obligatoire)

	CLSA
	Class Action/Proposed Settlement
	 

	CONS
	Consent
	 

	COOP
	Company Option
	 

	CREV
	Credit Event
	 

	DECR
	Decrease in value
	 

	DETI
	Detachment
	Démembrement

	DRAW
	Drawing
	Amortissement par tirage au sort

	DRCA
	Cash Distribution From Non-Eligible Securities Sales 
	 

	DRIP
	Dividend Reinvestment 
	Réinvestissement de dividendes

	DSCL
	Disclosure
	 

	DVCA
	Cash Dividend (with or without currency options)
	Dividende en espèces avec ou sans choix de devises

	DVOP
	Dividend Option
	Paiement Optionnel de Dividende

	DVSC
	Scrip Dividend/Payment
	Paiement en certificats

	DVSE
	Stock Dividend
	Paiement de dividende sous forme d'actions

	INCR
	Increase in Value
	Augmentation de nominal

	INTR
	Interest Payment (with or without currency options)
	Paiement d'intérêts avec ou sans choix de devises

	LIQU
	Liquidation Dividend / Liquidation Payment
	Liquidation

	ODLT
	Odd Lot Sale/Purchase
	Offre de rachat des petits actionnaires

	OTHR
	Other
	Opérations diverses

	PARI
	Pari-passu
	Assimilation

	PDEF
	Partial Defeasance/Pre-Funding
	 

	PINK
	Payment in Kind
	Paiement d'intérêts en Titres ou tout produit  autre que cash

	PLAC
	Place of Incorporation
	 

	PPMT
	Installment Call 
	Libération/ Appel de fonds

	PRED
	Partial Redemption without reduction of nominal value
	Remboursement partiel sans diminution du nominal

	PRII
	Interest Payment (with currency options)
	Remboursement partiel avec diminution du nominal

	REDO
	Redenomination
	Changement de la devise du nominal et du nominal

	REMK
	Remarketing Agreement
	 

	RHDI
	Intermediate Securities Distribution
	Intermediate Securities Distribution

	SHPR
	Shares Premium Dividend
	 

	SOFF
	Spin-Off
	Scission/ répartition de titres

	SPLF
	Stock Split/Change in Nominal Value/Subdivision
	Division

	SPLR
	Reverse Stock Split/Change in Nominal Value
	Regroupement d'actions

	TREC
	Tax Reclaim
	 

	WRTH
	Worthless
	Titres devenus sans valeur











































































































French fiscal authority
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- Generate the monthly file


- Pay the monthly FFT
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CUSTODIAN


is reliable by obligation


and accountable party under delegation 





nota : The SLA between the custodian and the beneficial owner will precise the terms of the FTT collection








May recharge the FTT (under SLA)





 


BENEFICIAL OWNER
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