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CA 165: Removal of TDMT
SR2006 – CR III.43: MT 56x, EU Savings Directive

Origin:

SWIFTStandards

LU, BE, CH.

Nature of the change

Addition of qualifiers.

Message Types:

MT 564-566

Business Context and Examples:

Following the adoption, by the European Council, of the European directive on taxation of savings income in the form of interest payments
 (the ‘directive’), three EU countries, ie, Austria, Belgium, Luxembourg, as well as Switzerland (as associated country), are required to withhold a tax at source on certain transactions.

To assess the impact this directive would have on SWIFT messages, SWIFT Standards has had discussions with the concerned countries. We have concluded that the directive will have an impact primarily on the templates used by the funds industry, but may also lead to the sending of specific information in regular cat 5 messages, as well.

The business information potentially needed for the accurate calculation and sending of the EU directive tax amount has been analysed. Those requirements having been finalized after deadline for SR 2005, an interim solution was made available to users with the agreement that they would be submitted for SR 2006 Maintenance.

The SWIFT interim solutions are provided below as illustrations of the business need.

In the CA world, the below information is needed in the MT 564 and 566 for the proper calculation and communication of the Withholding tax amount.

EU tax retention amount

This amount is the total amount of tax withheld at source for the specific operation for which the message is sent. 

Interim solution: in sequence Additional Information (F in MT 564 and E in MT 566), field :70E::ADTX//EUTR/[N]3!a15d. This info may also be provided in the MT 564 sequence E, eg, in case of a multiple options scenario.

Taxable Income per dividend (TID)

The Taxable Income per Dividend (TID)
 is the amount included in the dividend that is identified as gains directly or indirectly derived from interest payments within the scope of the directive.

Interim solution: in sequence Additional Information (F in MT 564 and E in MT 566), field :70E::ADTX//TDMT/[N]3!a15d 

Example

31/03/2006 fund ABC pays a dividend of 10EUR with a TID 3,235EUR

The number of shares is 100.

EU withholding tax: 15% of (100*3,235EUR)

(
:70E::ADTX//TDMT/EUR3,235

:70E::ADTX//EUTR/EUR48,53

Interest Payment  in/out indicator

The Interest Payment In/Out Indicator specifies whether the interest payment is in the scope of the directive for the income deriving from interest payments (…) by funds (Article 6(1c)).

The paying agent will use this information to determine whether it should apply a withholding tax. The possible values are:

· Interest payment in the scope of the directive

· Interest payment out of the scope of the directive

· Unknown whether the interest payment is in or out of the scope of the directive

This data is a more static data, and thus should be available via data providers. However it can change over the time when the composition of the fund changes. The accounting agent can provide the most accurate information for a specific dividend payment.

Interim solution: in sequence Additional Information (F in MT 564 and E in MT 566), field :70E::ADTX//ECIO/4!a where 4!a is one of the following codes:

· EUSI: Interest payment is in the scope of the directive.

· EUSO: Interest payment is out of the scope of the directive.

· UKWN: Unknown whether interest payment is in or out of the scope of the directive.

TID calculated indicator

The fund has the option to calculate a TID at every dividend payment, but this calculation is not mandatory. If the composition of the fund includes more than 15% (or 0% for non member states and for the member states that have not levied the de minimis option (Article 6 (6)) of debt claims in the scope of the directive and if the paying agent does not have the TID information, it will apply the withholding tax to the whole dividend.
The TID calculated indicator specifies whether the fund calculates a TID. The possible values are:

· TID calculated

· TID not calculated

· Unknown whether the TID is calculated or not.

Interim solution: in sequence Additional Information (F in MT 564 and E in MT 566), field :70E::ADTX//TDTA/4!a where 4!a is one of the following codes:

· TDIY: The fund is calculating the taxable income per dividend. 

· TDIN: The fund is NOT calculating the taxable income per dividend.

· UKWN: Unknown whether the fund is calculating the taxable income per dividend.

Taxable income per dividend percentage of debt claims

The percentage of debt claims is the percentage of the underlying assets of the fund that represents a debt and is in the scope of the directive.

The percentage of debt claims in a fund is one of the elements that contributes to define whether a dividend payment and/or a capital gain is in the scope of the directive.

Interim solution: in sequence Additional Information (F in MT 564 and E in MT 566), field :70E::ADTX//DECL/[N]15d

Standard change illustration:

SWIFTStandards proposes the below standards fields and new qualifiers in MT 546/566

EU tax retention amount

In sequence E2/D2 Cash Movement, field :19A::EUTR//[N]3!a15d

Taxable Income per dividend (TID)

In sequence E2/D2 Cash Movement, field :19A::TDMT//[N]3!a15d

QUALIFIER

(Error code(s): T89 )

	Order
	M/O
	Qualifier
	R/N
	CR
	Options
	Qualifier Description

	1
	M
	ACRU
	N
	
	A
	Accrued Interest Amount

	
	or
	AKTI
	N
	
	A
	Aktiengewinn

	
	or
	EXEC
	N
	
	A
	Executing Broker's Commission

	
	or
	EUTR
	N
	
	A
	EU Tax Retention Amount

	
	or
	TDMT
	N
	
	A
	Taxable Income per Dividend


…/…

DEFINITION

This qualified generic field specifies a cash amount. This field is part of a sequence which identifies cash amounts such as taxes and charges as well as amounts needed for accounting purposes, eg, original face value traded, broker commission, etc. It specifies:

	ACRU
	Accrued interest amount; the interest amount that has been accrued in between coupon payment periods.

	AKTI
	Aktiengewinn.

	EXEC
	Executing broker's commission.

	EUTR
	Total amount of tax withheld at source in application of the European directive on taxation of savings income in the form of interest payments.

	TDMT
	Amount included in the dividend that is identified as gains directly or indirectly derived from interest payments within the scope of the European directive on taxation of savings income in the form of interest payments.


…/…

Interest Payment in/out indicator

In sequence E/D Corporate Action Options/Confirmation, field :22a::ECIO//4!a where 4!a is one of the following codes:

EUSI: Interest payment is in the scope of the directive.

EUSO: Interest payment is out of the scope of the directive.

UKWN: Unknown whether interest payment is in or out of the scope of the directive.

TID calculated indicator

In sequence E/D Corporate Action Options/Confirmation, field :22a::TDTA//4!a where 4!a is one of the following codes:

TDIY: The fund is calculating the taxable income per dividend. 

TDIN: The fund is NOT calculating the taxable income per dividend.

UKWN: Unknown whether the fund is calculating the taxable income per dividend.

QUALIFIER

(Error code(s): T89 )

	Order
	M/O
	Qualifier
	R/N
	CR
	Options
	Qualifier Description

	1
	M
	BUSE
	N
	C7
	H
	Buy/Sell Indicator

	2
	O
	PRIC
	N
	
	F
	Type of Price

	3
	O
	ECIO
	N
	
	F
	Interest Payment In/Out Indicator

	4
	O
	TDTA
	N
	
	F
	Taxable Income per Dividend (TID) Calculated Indicator.


…/…

DEFINITION

This qualified generic field specifies:

	BUSE
	Whether the message relates to the sale or purchase of financial instruments, as shown in the original order to buy or Sell.

	PRIC
	Type of price identified in deal price.

	ECIO
	Specifies whether the interest payment is in the scope of the European directive on taxation of savings income in the form of interest payments.

	TDTA
	Specifies whether the fund calculates a Taxable Income per Dividend (TID).


…/…

CODES

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

	EUSI
	Interest payment is in the scope of the directive.

	EUSO
	Interest payment is out of the scope of the directive.

	UKWN
	Unknown whether interest payment is in or out of the scope of the directive.


CODES

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

	TDIY
	The fund is calculating the taxable income per dividend.

	TDIN
	The fund is not calculating the taxable income per dividend.

	UKWN
	Unknown whether the fund is calculating the taxable income per dividend.


Taxable income per dividend percentage of debt claims

In sequence E/D Corporate Action Options/Confirmation, field :92A::DECL/[N]15d

QUALIFIER

(Error code(s): T89 )

	Order
	M/O
	Qualifier
	R/N
	CR
	Options
	Qualifier Description

	1
	O
	EXCH
	N
	
	A, B
	Exchange Rate

	2
	O
	RDIS
	N
	
	A
	Reinvestment Discount Rate to Market

	3
	O
	DECL
	N
	
	A
	Percentage of debt claims


…/…

DEFINITION

This qualified generic field specifies:

…/…

	DECL
	Percentage of the underlying assets of the fund that represents a debt and is in the scope of the European directive on taxation of savings income in the form of interest payments.


…/…
	Discussion:

	Decision:

Accepted.  Include reference to ‘European Tax Directive’ in the qualifier and code definitions.


� Council Directive 2003/48/EC of 3 June 2003 on taxation of savings income in the form of interest payments, published in the Official Journal of the European Union on 26 June 2003.


� If there is a need to specify the number of days used to calculate the TID due to country differences in the implementation of the directive, the Number of Days Accrued field :99A::DAAC//[N]3!n of the message will be used.
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