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[bookmark: _Toc433124401][bookmark: OLE_LINK5][bookmark: OLE_LINK8]Approval of July Meeting Minutes
Post meeting, additional feedback was received from UK and FI regarding open items CA306 and CA309 open items. 
LU mentions that for CA306 they support REDM. NO mentions that for CA305, they support a single status.
This feedback will be added to the final version of the minutes.
Minutes of July meeting are approved with this additional feedback.
[bookmark: _Toc433124402]CA203 – SR2016 CA Maintenance Meeting outcome
The below table summarizes the CA MWG meeting outcome listing the approved and rejected CRs and main comments.
	CR#
	Status
	CR Title
	MT/MX
	Comments

	CA CRs
	 
	 
	 

	976
	Approved
	Add a rate status code to GRSS / NETT and Delete  FDIV / PDIV
	MT/MX
	Remove FDIV and PDIV: approved
Solution number 1: approved except PROV rate status code.

	982
	Approved
	Change of Use and Definitions of TAXR / WITL, Delete WITF/TAXE Tax Qualifiers and Add “Country of Income source” to Movements Sequences
	MT/MX
	Approved with a few changes .
SMPG to provide MP for COIN

	981
	Approved
	Delete qualifiers QOVE and QREC
	MT/MX
	SMPG to create a strong MP for QINS usage in DVOP/PRIO

	983
	Approved
	Add a new code to identify taxability for 302 Eligible Events 
	MT/MX
	TXAP to be used with option F.
SMPG to provide MP for TXAP code list.

	985
	Rejected
	Add new qualifiers to advise of calculation terms for fixed rate spreads
	MT/MX
	Solution already available in the standard using available qualifiers.

	984
	Approved
	Align qualifiers ETYP and ITYP across messages
	MT/MX
	 

	979
	Approved
	Changes to narrative qualifiers to prevent misuse and to improve STP 
	MT/MX
	Approved with some changes in solution.

	978
	Rejected
	Add elements to narrative fields to identify updated date and time and updated descriptions
	MT
	Too costly for the benefits it brings.
SMPG to create a more robust MP on narrative update

	980
	WIHDRAWN
	Create 2 new market claims messages
	MT/MX
	To improve the business case  and follow the SWIFT MT development process. Group created to review the business case.

	COMMON CRs
	
	
	

	977
	Approved
	Align and Amend all definitions of MIEX, MILT, MINO, MAEX across the messages 
	MT/MX
	Approved 1 and 2. Rejected 3. SMPG to work on 3 and re-submit next year.
SMPG to look at MINO Format Option

	972
	Approved
	Amend definition of BONU event
	MT/MX
	 

	974
	Rejected
	Amend name and definition of PCAL event 
	MT/MX
	SMPG to Take into consideration PRED, DRAW, Pro-rata and re submit the CR proposing the amendment of PCAL definition. Clarify the fact if there is a sec move or not.

	975
	Approved
	Amend definition of spin-off event (SOFF)
	MT/MX
	SMPG to illustrate the usage of NSIS and NEIS as well as SOFE, DVSE and BONU in a global MP.

	1017
	Approved
	CA Events Codes Definitions MT/MX alignement
	MX
	 

	973
	Rejected
	Clarify definition of :92a::INTR Rate 
	MT/MX
	Business case not Clear.
SMPG to further refine it.

	986
	Rejected
	Add FISN to the Description of Security subfield in field 35B 
	MT/MX
	The alternative SWIFT solution proposal preferred.

	987
	Approved
	Allow negative yields in field 90A
	MT
	No NVR but usage rule for CA.

	988
	Approved (Rejected for CA)
	Allow for an LEI in category 5 messages
	MT/MX
	( No business case for the CA community)
Approved for all other MWG.

	1021
	A
	Coexistence
	MX
	ISO to Produce a supporting document explaining the coexistence

	1016
	A
	Duplicates
	MX
	 



[bookmark: _Toc433124403]CA278	Sample for usage of PRFC / NWFC in INT and REDM Events
Based on the input provided by Elena on the usage of the PRFC/NWFC in RU, Bernard has produced the following consolidated document:


Actions: 
1. All NMPGs to review and comments on above document from Bernard.
2. ISITC/Sonda to describe the US market practice based on the above described scenario (PRED/INTR on different and same date and PRII) in Bernard’s document.
[bookmark: _Toc433124404]CA284   MP for amounts larger than 15d
The GMP1 SG proposes the following addition (case 3 below) to the new MP on large amounts for the mandatory PSTA amount field:
Case 1) For amounts/rates/prices where the 15d character limitation means that not all decimals can be provided in a formatted field: In this case, include as many decimals as the field length allows and include the complete amount/rate/price in 70E ADTX in sequence E.
Case 2) For amounts/rates/prices where the 15d character limitation means that not all integers can be provided in a formatted field:  In this case, do not include the formatted field; ONLY include the complete amount/rate/price in 70E ADTX in sequence E.
Case 3) For the mandatory :19B::PSTA amount qualifier in the MT 566, split the amount in as many MT 566 as necessary.
Action: All NMPGs to provide feedback on the proposal for the October meeting in SG.
[bookmark: _Toc433124405]CA285   FDIV / PDIV usage
The GMP1 SG had a special call lately with Jean-Pierre Klak (FR) to try to find an alternative solution to the FR scenario still using the FDIV/PDIV rates and for which there is a CR in SR2016 to delete them.
It was concluded that the FR NMPG should work on a new market practice instead rather than continue to (mis)use the FDIV/PDIV rates.
Since the change request CR0976 has been approved at the MWG meeting, this open Item can now be closed.
Action: Close Item and FR NMPG to work on a new MP for SR2016
[bookmark: _Toc433124406]CA289	MAND event with Required Owner Action
Feedback on the proposed draft MP from Christine here below to be provided for the SG meeting:


Michal mentions that there are similar cases in Poland where tax information is required from the account owner. 
However, the proposed market practice above does not intend to cover cases where taxes information is involved as it was decided already a long time ago that the tax cases should be covered in a specific MP worked on by the Tax Subgroup.
Michal also mentions another example of Reverse split (SPLR) processing for which this could possibly apply too.
Actions:
1. Jacques to add to GMP Part 1.
2. Michal (PL) to provide examples and descriptions of the specific SPLR process in Poland in the tax context.  
3. All NMPGs to provide feedback on draft MP proposal of Christine.
[bookmark: _Toc433124407]CA294   TAXE Format Option as a Percentage
The TAXE rate qualifier has been approved for deletion in the CR 0982 for SR2016 by the CA MWG. Therefore this open item can now be closed.
[bookmark: _Toc433124408]CA297   MT564 & Multiple MT568 linking
Jacques has drafted some text around the illustrations as follows (to be included in GMP Part 1):


Action: All NMPG’s to review and provide feedback for the SG meeting.
[bookmark: _Toc433124409]CA298   Capital Gain - cash distribution components 
The fourth question on “Capital Gains cash distribution components” (see document attached) is still pending the answer from ISITC.


Actions: 
1. ISITC to provide answer to question 4 of the attached document.
2. GMP1 SG to update section 9.22 of the GMP Par 1 document.
[bookmark: _Toc433124410]CA300   Usage of :92a::INTR for Variable/Floating Rate Bonds/Notes and :92F::INTP
The CR submitted for SR2016 has been rejected by the CA MWG as the proposed redefinition of INTR was not clear enough. 
Now we need to figure out how to use INTR and INTP for floating rates and what is the process for calculating both rates and see whether we need or not a change of definition. 
Norway (via email input) indicates that DAAC, MICO and INTR are used to calculate INTP.
This will need to be discussed further at SG meeting.
Action: Bernard to provide examples/use cases with Libor rate for the SG meeting.
[bookmark: _Toc433124411]CA305	MT567 for Late and Accepted Instructions
The approved MP has been inserted into GMP Part 1 as follows:
“in the MT567 section, only one status sequence may be included in an MT567, though more than one reason may be included if needed and applicable”:
Actions: See whether we should submit a CR to remove the repetitiveness of the Subsequence A2 Status in the MT567 ? 
[bookmark: _Toc433124412]CA306	Which Event for Redemptions on ELN without any payments
NO, PL, DE and MDPUG provides feedback on whether they prefer to use REDM or WRTH with Option LAPS: 
Consolidated results:
· REDM: ES, FR, XS, US, UK, FI, LU, DE, MDPUG
· WRTH: JP, PL
· No preference: ZA, RU (will follow whatever decision)
· No Feedback yet: BE, CH
· Cannot agree (yet?): SE
Norway feedback: one provider uses EXWA with Cash or LAPS
Decision: As they is a majority in favour of REDM, we propose to USE REDM with option LAPS (to be confirmed at SG meeting).
Actions: Confirm decision at SG meeting.
[bookmark: _Toc433124413]CA307 NMPGs Status Report on Local MP Publications (Country Report)
As per the request of the SMPG steering Committee, and as already done on a regular basis in the IF WG, NMPGs are kindly requested to provide for the Singapore meeting (and for the future physical meetings) a short report about the status of their local market practices.
You will find some examples of country reports in the attached IFWG minutes from pages 6 to 15.


Action: All NMPG’s to provide for the SG meeting a short report about the local NMPG MPs progress. We will keep it informal for the first time and will try to structure the reporting for the following meetings.
For those not joining in SG, written input before the SG meeting can also be sent to Jacques.
[bookmark: _Toc433124414]CA309	Distributions of interest on net equity in BR (Q from MDPUG)


NMPG feedback on the SMPG recommendation to use the DVCA code if the distribution is, from an investor tax perspective, treated as a “normal” dividend and If the investor receives the distribution free of tax, or with a reduced tax rate, the CAPD code should be used.
DVCA: ZA, XS
INTR: ES
No preference: UK, SE, MDPUG
Decision: Not enough feedback at this stage, put the open Item on hold.
[bookmark: _Toc433124415]Singapore Meeting preparation – Questions/Inputs
If the NMPG’s have questions/items to raise in SG, please send your input to Jacques before the meeting. 
[bookmark: _Toc433124416]AOB
Nothing to report.
------------------------ End of the Meeting Minutes ---------------
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CA278_PRED_INTR_OnFactoredSecurities_BL_v2.pdf
Scenario 1: INTR
always falls on the
same day as PRED

Partial redemptions and interest
payments on factored securities

CAEV = PRED CAEV = PRED
RATE = 10% RATE = 10%
PRFC=1 PRFC=0.9
NWEC=0:9 At any time during the NWEC=0:8
first redemption and
the second redemption
A new pool factor security is created. It ;he fac;or that needs;o
does redeem once a year and pays e used to compute the
interest at the same time. value of the security is
01/01/2014 the 0.9 that was 01/01/2015
computed on 01/01/
— 2014
Pool factor 1 0.9 0.8
value . .
CAEV = INTR CAEV = INTR
INTR = 3.2% INTR = 3.2%
INTP =3.2% INTP = 2.88%
PRFC=1 PRFC=0.9

On 1 Jan 2014, there is the first
redemption of 10%. Thereisa
cash payment and the factor is
reduced from 1 to 0.9. On the
same day, there is an interest
payment. In order to compute
the interest amount correctly,
the factor value is necessary.
The pool factor value used for
the first interest paymentis 1.

On 1 Jan 2015, there is the
second redemption of 10%.
There is a cash payment and
the factor is reduced from 0.9
to 0.8. On the same day, there
is an interest payment. In
order to compute the interest
amount correctly, the factor
value is necessary. The pool
factor value used for this
second interest payment is 0.9.
INTP is therefore computed this
way: 0.9 * 3.2 * 360 / 360





Scenario 2: INTR falls
on the same day as
PRED and also
between 2 PRED

A new pool factor security is created. It
does redeem once a year and pays
interest at the same time.

Partial redemptions and interest
payments on factored securities

CAEV = PRED
RATE = 10%
PRFC=1
NWEFC = 0.9

01/01/2014

At any time during the
first redemption and
the second redemption
the factor that needs to
be used to compute the
value of the security is
the 0.9 that was
computed on 01/01/
2014

01/07/2014

CAEV = PRED
RATE = 10%
PRFC=0.9

NWFC=0.8

01/01/2015

Pool factor

0.9

0.9

0.8

value

H B

CAEV = INTR

INTR = 3.2%

INTP = 3.2%
PRFC= 1

On 1 Jan 2014, there is the first
redemption of 10%. There is a
cash payment and the factor is
reduced from 1t0 0.9. On the
same day, there is an interest
payment. In order to compute
the interest amount correctly,
the factor value is necessary.
The pool factor value used for
the first interest paymentis 1.

T

CAEV = INTR
INTR =3.2%

INTP = 1.44%
PRFC=0.9

On 1Jul 2014, there is an
interest payment (without

partial redemption). In order

to compute the interest

amount correctly, the factor
value is necessary. The pool

factor value used for this

way: 0.9 * 3.2 * 180 / 360

second interest payment is 0.9.
INTP is therefore computed this

CAEV = INTR
INTR = 3.2%

INTP = 1.44%
PRFC=0.9

On 1 Jan 2015, there is the
second redemption of 10%.
There is a cash payment and
the factor is reduced from 0.9
to 0.8. On the same day, there
is an interest payment. In
order to compute the interest
amount correctly, the factor
value is necessary. The pool
factor value used for this
second interest payment is 0.9.
INTP is therefore computed this
way: 0.9 * 3.2 * 180/ 360





		Partial redemptions and interest payments on factored securities.vsd

		Scenario 1

		Scenario 2
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CA289_MAND_Event_With_OWnerAction.docx
Mandatory events with required owner action

 

There are certain types of mandatory events where some form of action is required by the account owner in order to receive the entitlement/proceeds. Examples include spin-off where the outturn securities cannot be held in the same CSD/account as the underlying securities, and distribution of interim securities/subscription rights where the account owner must certify it is not restricted from participation before the entitlement/proceeds can be distributed.

For these events, the CAMV code CHOS should be used instead of MAND, with option SECU/CASE/CASH according to the terms of the event and option LAPS, forfeiting the entitled proceeds, as the default. In addition, two other fields may be used:

· Since the event is not a standard mandatory with options event, the ADDB code Required Action (:22F::ADDB//REAC) should always be included in sequence D to better explain the reason for the non-standard mandatory/voluntary indicator.

· For some recipients of the event notification, the information needed by the issuer/agent may already be known to the account servicer (e.g. due to a fully segregated account). In these cases, the Applied Option Flag flag (:17B::APLI//Y) should be included in the applicable option sequence to inform that the default option will not be applied unless an instruction to that effect is received. Please note that the flag should only be used with value Y and only for mandatory events requiring account owner action (i.e. when :22F::ADDB//REAC is used in sequence D). It should also only be used for the non-default option (i.e. it should not be included for an option where the DFLT flag value is Y).

		 

		MAND Event scenario

		Agreed solution, existing standards

		Agreed solution, with standards change



		1

		Securities to be distributed cannot be held in the CSD; as a result details for the other CSD must be provided. If this is not done before the market deadline, the securities entitlement will lapse.

		CHOS with existing CAOPs

Example event:
BONU CHOS
SECU, DFLT//N
Narrative for place of safekeeping etc.
LAPS, DFLT//Y

		CHOS with existing CAOPs

Example event:
BONU CHOS
:22F::ADDB//REAC
• SECU, :17B::DFLT//N + :17B::APLI//Y when applicable for a specific account
Narrative for place of safekeeping etc.
• LAPS, DFLT//Y



		2

		Securities to be distributed cannot be held in the CSD; as a result details for the other CSD must be provided. No lapse of the securities entitlement.

		CHOS with existing CAOPs

Example event:
SOFF CHOS
SECU, DFLT//N
Narrative for place of safekeeping etc.
LAPS, DFLT//Y

		CHOS with existing CAOPs

Example event:
SOFF CHOS
:22F::ADDB//REAC
• SECU, DFLT//N + :17B::APLI//Y when applicable for a specific account
Narrative for place of safekeeping etc.
• LAPS, DFLT//Y



		3

		Distribution of interim securities where the recipients must certify that underlying clients are not restricted from participation in the event in order to receive the securities. If this is not done before expiry date, the securities will lapse.

		CHOS with existing CAOPs

Example event:
RHDI CHOS
SECU, DFLT//N
CETI//NDOM or DOMI, as applicable
LAPS, DFLT//Y

		CHOS with existing CAOPs

Example event:
RHDI CHOS
:22F::ADDB//REAC
• SECU, DFLT//N + :17B::APLI//Y when applicable for a specific account
:22F::CETI//NDOM or DOMI, as applicable
• LAPS, DFLT//Y



		4

		Cash dividend with beneficial owner declaration required; if not, the dividend is not paid.

		CHOS with existing CAOPs

Example event:
DVCA CHOS
CASH, DFLT//N
CETI//FULL or TRBD
LAPS, DFLT//Y - if CHOS

		CHOS with existing CAOPs

Example event:
DVCA CHOS
:22F::ADDB//REAC
• CASH, DFLT//N  + :17B::APLI//Y when applicable for a specific account
:22F::CETI//FULL or TRBD
• LAPS, DFLT//Y - if CHOS





[bookmark: _GoBack]


image4.emf
CA297_MT564_568_ Linkages_v5.docx


CA297_MT564_568_Linkages_v5.docx
Linkage Scenario 1 - One MT564 with Multiple Linked MT568



The MT564 message and the first MT568 in the chain of multi-parts MT568 must be linked via the CORP reference (i.e. forward link as illustrated below with red arrows) – as per section 3.7.3 MP. 

All MT568 messages that are part of the multi-parts MT 568 chain must all be linked via the PREV reference to their linked MT564 (i.e. backward link as illustrated below with green arrows) – as per section 3.7.3 MP.

All MT 568 in the chain of multi-parts MT568 are linked through the use of the Pagination (28E) field (as illustrated below with orange arrows)

A MT564 REPL or REPE must be linked to the previous MT 564 sent via the PREV reference (as illustrated below with a blue arrow) – as per section 3.7.2 MP.

MT 568 REPL or REPE messages that are part of the multi-parts chain of MT568 must NOT link back to the MT568 chain sent previously.

[image: \\BE-FILE01\jlittre$\MyData\01. STANDARDS\01. STD DEVELOPMENT DOMAINS\1. Securities\02. Corporate Actions\02. CA SMPG\2. GMP Part 1 - Doc\To Be Published\MultiPartsLinkages1.png]

Linkage Scenario 2 – Multiple Linked MT564 with Multiple Linked MT568

The only difference between this scenario 2 and the previous scenario is the addition of the multi-parts chain of MT564. 

All guidelines provided for scenario 1 also apply in this case.

In addition, all MT564 in the multi-parts chain of MT564 must link back to the previous MT564 message in the chain using the PREV reference and all MT564 in the multi-parts chain of MT564 must also be linked through the usage of the Pagination (28E) field.

With the exception of the first MT564 in the chain of multiparts MT564, all other MT 564 REPL or REPE messages that are part of the multi-parts chain of MT564 must NOT link back to the MT564 chain sent previously.

[image: \\BE-FILE01\jlittre$\MyData\01. STANDARDS\01. STD DEVELOPMENT DOMAINS\1. Securities\02. Corporate Actions\02. CA SMPG\2. GMP Part 1 - Doc\To Be Published\MultiPartsLinkages2.png]
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CA 298 – Questions on Capital Gain - cash distribution components



To update the section 9.22 in GMP Part 1



1.       Should long and short term capital gains be output in one MT564 or two? 
When long term and short team pay in the same distribution, it is to be announced in one event. It is one event, with multiple payouts. There must be separate cash movement sequences for each payout. 

2. If there is a dividend announced at the same time, how should this be shown?
In the US Market, if there is a dividend announced at the same time, it should be a separate event 

 3. If long term and short term capital gains are in one event, should they be output in one CASHMOVE or two?
They must be separate cash movements. 

4. Why is CAPD mentioned in the market practice document?  Should the event type be CAPG?
I need to double check this one. I will come back to you with a reply.
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Includes feedback from

[1] 	Italy

[2]	Switzerland on section 11.4 (hedge funds) –and section 14 (transfers) Section 11.5 is new. Section 11.4 Hedge Funds has also been updated in that action items  are now in progress.



	[3]	Brazil included.

[4]	Clearstream – no further feedback.
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		1

		BR

		Ana Abidor



		2

		BR 

		Marcelle Oguido (guest - partial attendance)



		3

		CH

		Rainer Vogelgesang



		4

		DE

		Thorsten Hühne



		5

		DE (+ SMPG Steering Committee)

		Rudolf Siebel



		6

		DK

		Niels W. Hougaard



		7

		ES

		Rafael Higueruelo Islan



		8

		IT

		Andrea Milanesio



		9

		LU (Co-chair)

		Charles Boniver



		10

		NO

		Svein R. Borgersen



		11

		SE

		Henrik Staffas



		12

		XS (Clearstream)

		Tomas Bremin



		13

		XS (Euroclear) 

		Laurent Chaussard (guest - partial attendance)



		14

		SWIFT (Facilitator)

		Janice Chapman



		15

		SWIFT 

		Jamy Maigre (guest - partial attendance)





Apologies

Ben Cocks (GB), Valerie Vaudel (FR), Robert Poulter (AU) Nadine Muhigiri (ECLR)
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· Co-Chairs

· Nadine Muhigiri, Euroclear (XS)

· Charles Boniver, RBC, (LU) 

· Facilitator

· Janice E. Chapman , S.W.I.F.T. Scrl

· Steering Committee Sponsor

· Rudolf Siebel, Bundesverband Investment und Asset Management e.V. (DE)
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The autumn global meeting is scheduled to take place just before Sibos in Singapore, 7 – 9 October, 2015. (Sibos takes place on 12 – 15 October).

Whether or not to hold the investment funds meeting in Singapore, with the S & R and CA groups) was discussed at length. 

Potential Attendees from Asia

Of the mailings and communications done soliciting attendance from Asia, only three people agreed their attendance at this potential event (R. Poulter, AU) and two from ECLR, HK).

Potential Attendees from Europe

So far, four countries (Italy, Luxembourg, Germany, Sweden) has confirmed their attendance.

The Different Options

As a result of the discussion three options are being considered for the Singapore meeting:

[1] 	A marketing and education/ information session only, not a ‘normal working session’ so that there is not the need to have a full quorum from Europe in SG. This is complemented by a normal working session at a European venue. This combination is the default ‘backup’ option.

[2] 	Get the commitment of eight countries and plan to hold a ‘normal working session’ in SG, and anticipate that if there are attendees from SG, HK, AU and so on, then the pace of work may be slower. 

[3] 	A combination of options 1 and 2 in SG, with one day reserved for marketing and information sharing sessions with the Asian attendees and then at least two days for the ‘normal working session’  (1 day information session, 0.5 day plenary + 2 days IF = 4.5 days) 

There were 7 votes for option 3. The group needs until mid-May to ascertain if it is confirmed that 8 countries can travel to SG. The monthly call on Tuesday 19 May 2015 is when the final decision for option 3 is taken. 

If the decision is for option 1:

[1]	For the SG part, this would be managed by Charles Boniver. Thorston Hühne and Tomas Bremin have volunteered to participate.

[2]	For the European venue, both BVI (Frankfurt) and CBL (Luxembourg) have offered meeting facilities, provided that a hosted dinner is not required. It was agreed that a hosted dinner is not required.
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These take place on the third Tuesday of every month. It was agreed for 2015, the schedule should be the same but the time would be changed so that Robert Poulter (AU) can participate. 

The time of the conference call is agreed as:

		Brazil

		08:00



		UK

		11:00



		BE

		12:00 noon



		Australia

		21:00





Dates for the calls:

		April 2015

		No call (global meeting)



		May 2015

		19th 



		June 2015

		16th



		July 2015

		No call



		August 2015

		No call



		September 2015

		15th 



		October 2015

		20th 



		November 2015

		17th 



		December 2015

		15th 





The new time for the call is effective as from the May 19th call. Calendar cancellations and new calendar notifications are to be sent.
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The following are distributed with the minutes:

		#

		File Name

		Source



		1

		2015-04-15+17 SMPG IFWG, La Hulpe - SCFS Securities Portolio Transfer for IF, 0x4 (RV, 130415).pdf

		Rainer Vogelgesang



		2

		Account Management Messages New Elements 2015-04-20.docx

		Janice Chapman



		3

		CR LIST SNAPSHOT ISO-2015-04-20.xlsx

		Janice Chapman



		4

		Funds Generic Cancellation 2015-04-13.pptx

		Janice Chapman



		5

		Funds Maintenance Update 2015-04-20.pptx

		Janice Chapman



		6

		Funds Overview semt.008 Diff between V02 and V08_v1.pptx

		Janice Chapman



		7

		Funds Transparency scenario 2015-04-20.pptx

		Janice Chapman



		8

		Funds UG_Comparison SMPG Findel AFAC semt.002 2015-04-10

		Janice Chapman



		9

		SMPG IF MyStandards Update 2015-04-08.pptx

		Janice Chapman. Not used



		4

		Funds CA Events spreadsheet

		To be provided by Charles Boniver
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· NMPG country updates 

· Account Management

· Orders

· Securities Balance Transparency Report

· Statements 

· Standards Maintenance 

· Use of corporate action messages 20022

· Transfers

· Singapore agenda

· Dashboard & Action Items review

· Future work plan
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Denmark

All statuses are the same for VP LUX.

ISO Migration 

Denmark is in the phase of implementing the previously announced migration to an ISO20022 platform solely:

· We’re in close dialogue with SWIFT on identifying functionality of the CSD-system which must be assessable via ISO-format

· We are now fully ISO compliant on all business areas where ISO messages exists 

· All functionality must be available in ISO 20022 in 2016 (when we migrate EUR to the T2S platform)

· Proprietary and ISO 15022 will be abandoned in 2018 (when we include DKK on the T2S platform)

· As extra service we will offer a “translation service” from 15022 to 20022 and vice versa

Status on ISO 20022

All fund messages developed and offered in 20022. For funds proprietary and ISO 15022 does not exist.

FATCA

Denmark has signed a model 1 agreement, and Tax authorities will thus handle all communication regarding Danish FFI’s directly with IRS. Foreign FFI’s will be reported have to register themselves and report directly to IRS.

MyStandards 

Our present rules are now accessible on MyStandards. 

Investment funds 

No change in our systems planned in 2015.

Italy

ISO Migration Project 

Migration to ISO 20022 is moving forward with good results, the project is composed of the following 2 phases : 

Pilot phase : completed and all pilot institutions (18) are using the following ISO 20022 messages in production environments. 

· Orders

· Accounts

· Transfers (limited volume)

Market phase : Additional 18 institutions, including the top 5 asset manager and banks, are actively working to migrate to ISO during Q1-Q2 2015 and 6 of them are already in production.

Market phase includes also Price report and Statement Of Holdings messages

Figures

During summer 2014 we collected and processed few KPI which shows the status of ISO implementation, we also added on top of that the estimated figures related to recent new ISO counterparty and actually we have the following figures : 

· 45.000 -50 000 ISO messages/day (average)

Current total ISO volume of orders are about 40% of total market volume and our goal is to go over 50% during summer 2015

 The market coverage based of total AUM promoted by fund houses participating to ISO project is more than 85% (including domestic and cross border funds distributed in Italy).

The average % of errors due to incorrect ISO format or incorrect Italian Market Practice schema is below 0.5%

FATCA

FATCA additional information have been added to Accounts messages using extensions and ISO change requests submitted to ISO for 2014/2015 maintenance cycle.

ISO 2014/2015 release will be adopted by local market in November 2015 (same date of Swift standard release)

Italian market practice release 

We originally planned to have an yearly maintenance cycle of IT MP ISO schema but considering the high number of CRs required by pilot participants we had to publish 3 releases in 2 years (2013-2014) and few small fixes.

This scenario created problem of 'stability' because we had to face the following opposite needs :

· Needs of stability to allow market participants to implement IT MP ISO in accordance to the original plan

· Needs to change IT MP ISO to accommodate regulatory changes or new business features.

We finally agreed to give priority to stability 'freezing' all new CR unless required by law (for example, regulatory changes) therefore next IT MP ISO release is planned for November 2015 and will effect Order, Account and Transfer

Next priority

Next priority for the Italian Community is to complete the industry migration to ISO increasing the ISO 20022 transaction's volume and including all ISO messages type. (statement of holdings and price report)

The process to cover 'Single leg' Transfer (also at domestic level) is approved and almost consolidated, there is a 'strong' demand by the Italian community (especially by SIP) to implement ISO transfer messages between Italy and LUX. 

We have appointed a dedicated sub-group within ABI Lab WG focussed on analysing and harmonizing business content of subscription form. Scope of this activity is to define a common template to be adopted by bank/AM to subscribe foreign and domestic funds. This new template will be aligned with ISO messages business elements.

We have to finalize and publish the domestic business process guideline issuing the V3 of Standardization Guidelines which will include all changes approved in 2014 (for example, new business process such as FATCA data set, AML data set and transfer of holdings between HUBs.)

Luxembourg

ALMUS:

Discussion on the account management messages: there might be an issue for the single investor CSD in the current message. It seems that SWIFT is working on this and should have a solution for July on this.

Question to SWIFT: Is there a MI forum at the end of April? Is it possible to have the list of participants?

Orders: The templates for the Luxembourg Market Practice for the order flow need to the updated to reflect the ADL process as agreed at SMPG.

Statements: why would the TA change from version 2 to 8? Need to understand where the gaps are between the 2 versions.

Transfers: see the below section under “Findel”.

Change request: the Lux community could accept to have changes on the order flows as of 2017.

Fund migration: the list of MX ready customer on SWIFT.com (dated December 2014) is not correct: VP Lux is missing, VP DK is live since June 2013, Deutsche Bank live: we question this, Commerzbank in test: we question this.

SHARP initiatives: Discussion around the usage of the alternative fund messages or the possibility to have the existing fund messages updated with optional elements (CH change request). 

MyStandards: working on the SWITCHES.

FINDEL:

A new Findel group is being created: it will focus on the asset management needs. Paul Brady from Franklin Templeton is working with Olivier Lens (SWIFT) to set-up the foundation of the newly created group.

Single leg transfer sub group:

We need to migrate the single scenario from V04 to V06.

Need to see with ALFI how we could create a similar structure as the UK contract club.

We are working on the complex scenario, when there are intermediaries between the transferor and the TA (also true between the transferee and the TA). We are missing the delivery side in the settlement chain if we have to settle in an ICSD on the transferor side. A CR will be done and in the meantime, we will need to find work around.

Norway

Status market practice ISO 20022

New developments in 2014 are creation of VPS-accounts in the CSD in general (not only for funds) with ISO 20022 Account Management messages, distribution of prices in general using PriceReport, and using ISO 20022 confirmation message copies, for continuous update of CRM or other custody systems. VPS is also distributing Statement of Holdings and Statement of Transactions in ISO 20022 both for Fund and other securities. This is done in parallel with ISO 15022 messages.

Status use of ISO 20022

Migration of all reporting from VPS fund TA to external parties is still not complete. Remaining organizations are doing parallel testing, and volumes of ISO 20022 messages for investment funds from VPS is at full production level.

VPS as CSD has started using ISO 20022 messages for ordinary securities accounts, and account reporting. This has increased the volumes in 2015.

It does not exist any complete statistics for usage of ISO 20022 messages in Norway, but the main volumes are related to traffic to and from VPS. Only a small part of this is sent using SWIFTNet.

In both January and March ISO 20022 messages received and sent by VPS was exceeded 1.7 million per month, with 56 participating institutions.

Current ISO 20022 work

Transfer of client holdings between nominees represents a challenge for correct tax reporting. The Norwegian NMPG has chosen to use TransferOutConfirmation to copy information about the actual transfer of holdings, and use the TransferInConfirmation to carry the tax information to the receiving nominee. A market practice document has been developed and will be published this spring.

FATCA reporting is being implemented in Norway, and the extra information needed by the Government shall be a part of the ordinary tax reporting. The necessary new account information was implemented in ISO 20022 messages in December 2014 as an interim solution.

MyStandards

Documents of Norwegian market practice for orders are currently being reviewed and updated before publishing on MyStandards. Publishing is still not up to date. 

Sweden

Swedish fund market

The Swedish Mutual Fund market has continued to grow during 2015, with positive net flows of 4,5 billion EUR. As of March 2015 the total fund market is on all time high of 372 billion EUR. 

The Government of Sweden is currently discussing the future setup of the PPM-system (a pension scheme including all citizens of Sweden). Different options are considered, everything from closing the system, limit the number of funds to choose from or keep it unchanged.

Some fund companies in the market has moved from prepaid subscriptions to T+ for certain clients. The first master-feeder funds have also been established.

A major discussion is also ongoing regarding retrocession fees and if they should continue to be allowed or not. 

Since 2012 Swedish mutual funds are no longer subject to Swedish tax and as a consequence not allowed to receive any tax relief on foreign investment, i.e. Swedish funds will have to pay 30% tax on all dividends. However the issue of Swedish mutual funds being subject to Swedish tax or not is currently being resolved at court. 

Status market practice ISO 20022

Neither ISO20022 or ISO15022 is not widely used and fax continue to dominate the communication flow.

However, some of the larger institutions in Sweden have started to use ISO20022, mainly for the order flow. A Swedish market practice for orders was adopted in October 2013. 

Current ISO 20022 work

The Swedish working group has started to work on a Swedish market practice for transfer, based on work done in Luxembourg, Norway and in the domestic market. 

United Kingdom

Transfers

The UK transfers market practice covers the transfer of investment portfolio’s between account administrators and the re-registration of the assets held within them. It has been extended over the past 2 years to handle many investment account types (pensions and ISAs), many asset types (equities, ETFs, etc. as well as funds) and multiple levels of sub-custodians (or Intermediate Unit Holders in our terminology). Work continues to keep the market practice in-line with the most recent UK legislation (principally for pensions) and to add further enhancements (such as partial transfers). Version 2.2 has been released for live usage from November 2015 and work has already begun on a further release for live use in 2016. The group is well supported and the market practice has been widely adopted.

 ViaNova (UK corporate pension funds)

This market practice covers order processing, holding statements, transaction statements and price reporting for UK corporate pension funds. The market practice has been very stable; the only recent change (in 2013) was to support a change to the underlying price report message. More recently the group has been focussed on encouraging wider adoption.

DWP Automatic Transfers

In February this year, the UK government’s Department for Work and Pensions (DWP) announced that it would rely on ISO 20022 and the UKFMPG to provide technical standards to support its new ‘Automatic Transfers’ policy whereby an employee’s pension must automatically move with them to a new employer. A new UKFMPG working group has been established and the first meeting is planned for April 2015.

Statements

An attempt to re-establish a group to focus on holding and transaction statements did not raise sufficient interest and has been put on hold for now.

Switzerland

MT-MX-migration of ISO 20022 IF order messages of SWIFTNet Funds on SWIFTNet 

The Swiss Commission for Financial Standardisation (SCFS) conducts market coordination activities of the MT-MX-migration of ISO 20022 IF order processes, based on the mandate of the Swiss SWIFT NUG. The cornerstones of the coordination are agreed timeline, MT-MX-migration market practice and MP tooling environment (SCFS validation portal). 

The Swiss MT-MX-migration Market Practice was developed during 2011-2012 and the first release finalised at the end of 2012. 

The MP release 1.1 was published at the end of April 2014. 

Whilst a large number of funds players in the Swiss market expect to migrate by the NOV-2015 deadline to the ISO 20022 funds messages, there are some remaining players that intend to utilise the facilities provided by SWIFT for continued use of the MT message set beyond NOV-2015. The SCFS is also represented by its delegates at the SWIFT Funds Migration Advisory Group.

SCFS web-resources

 - 	SCFS Validation Portal - SCFS Investment Funds Market Practice 

o 	Based on solution provided by GEFEG mbH 

o 	URL: http://portal.gefeg.com/scfs-funds-mp.htm 

o 	Usage: publication of MP guidelines, implementation support functions 

- 	MyStandards MPG licence with own community (NMPG CH IF SCFS) fully configured 

o 	Based on solution provided by SWIFT 

o 	URL: www.swift.com/mystandards 

o 	Usage: review of non-SCFS MPs, analysis functions (compare, etc), publication of SCFS MPs (pending availability of an interoperable upload function) 

- 	New web-platform implemented for www.scfs.ch with individual sub-sections for: 

o 	SCFS Sub-Commission Funds: 

· http://www.scfs.ch/fachkommissionen/fachkommission-securities/subcommittee-funds-fund 

o 	SCFS Technical Commission ISO 20022 Market Coordination: 

· http://www.scfs.ch/technische-kommissionen-1/technical-commission-iso-20022-market-coordination 

Investigation on harmonising investment funds and alternative investment funds message sets 

- 	In the first half of 2014, the SCFS conducted an investigation into the investment funds distribution related message sets of the two ISO 20022 business justifications entitled ‘investment funds distribution (BJ 2)’ and ‘alternative funds (BJ 37)’. 

- 	The aim of this investigation consisted in analysing whether there were sufficient potential for harmonising both message sets. 

- 	Following the presentation of this topic at the spring meeting of the SMPG IFWG, the SCFS has in the meantime raised a CR with the ISO 20022 RA, indicating that the SMPG IFWG sponsors the proposal. The CR suggests a review timeline to enable availability of the merged message set in production environments of messaging solution providers (e.g. SWIFT) as from the November 2018 release implementation. 

- 	The SCFS SC FUND is investigating the possibility to contribute to the pertinent ISO 20022 review effort of the Funds Evaluation Team (ET). 

Transfers practice 

The SCFS sub-commission for settlement and reconciliation has elaborated a Swiss market practice for transfers for securities in general, based on MT 586 messages. It is planned to present this MP during the SMPG SnR WG session in La Hulpe. It should be investigate by the SMPG IFWG to which degree this MP could be extended to investment funds. In order to guide the review, a discussion paper is provided by the Swiss SMPG IFWG delegation. 

Investment Funds topics at Events and Conferences organised by SCFS 

The SCFS is in the planning phase for the 2015 edition of the SCFS Investment Funds Conference. The date is not yet confirmed. 

Miscellaneous topics with relevance to the SMPG IFWG 

1. 	RMG strategic review: amendments to SEG membership rules: 

The ISO 20022 Registration Membership Group (RMG) is continuing its strategic review. One of the proposed measures foresees to broaden the membership. 

In view of the ISO 20022 SEGs (Standards Evaluation Groups), it is proposed within the RMG that the criteria for membership are amended in order to allow experts who are not from an RMG member to join a SEG. 

It is understood that this would allow for Evaluation Teams to be formed entirely of SEG members, where an evaluation team can include new SEG members for that purpose. 

By lifting the previous constraint on SEG membership, the SMPG would be in a position to delegate representatives in its own name to the SEGs. 

The Swiss SMPG IFWG delegation proposes that the SMPG IFWG reviews this option. If this possibility were deemed useful, it is proposed that the SMPG IFWG request the SMPG steering committee for approval of an SMPG representation in the Securities SEG. 

2. 	Future support of BAH for investment funds messages: 

Within the ISO 20022 Technical Support Group (TSG), there is a lot of controversy about the use of the ISO 20022 BAH in conjunction with ISO 20022 messages. 

The Swiss SMPG IFWG delegation proposes that the SMPG IFWG review and decide whether there is demand for a SMPG recommendation regarding use of the BAH for IF ISO 20022 messages, prior to the decommissioning of the network-specific headers currently employed.

Clearstream

MX Migration 

Clients continue to migrate from MT to MX, but activity has slowed and we are aware of some that have postponed their plans following the extended deadline. 

Transparency Reporting 

Our registration of a new MX holdings statement is progressing well. The ISO quality analysis exposed a large number of inconsistencies and opportunities for improvements that are being addressed. I expect an updated application will be sent to the RA in May or June. 

New Fuds Order Messages 

Following last year's acquisition of Citco Global Securities Services, we need a set of MX messages that can be used for all orders regardless of fund type (vanilla or alternative). To this end we have reached out to SWIFT asking for an update and finalisation of the SHARP messages for ISO. We envisage the SHARP messages will simplify acceptance and roll-out to clients and TAs. 

Production Issues 

The issue with the CH market practice with regards to net and gross amounts contradicting other market practices & recommendations is not resolved, and it causes frequent rejected orders that are being replaced using faxes.

ALFI

T2S working group on transparency. Processing of funds in T2S early discussion.

Germany

Status market practice ISO 20022

Revised German market practice will be finalised in May 2015. All MX message types which are relevant for the German market are included and published on the SMPG website in the GEFEG format. We plan to migrate them to the MyStandards format together with Clearstream. 

The DESSUG Investment funds launched a self-portrait including our mission statement which is available on our Xing group, which we uses are forum for discussions.

Status ISO 20022 migration 

More and more German market players are in the process of integrating MX message types and sizable amount of participants are providing a budget for the transition. Only, the big players who have a considerable third party business outside Germany are investing into MX technology. 

There is also a trend in the German market to connect to the big fund order routing platforms which are part of ICSDs. This will increase the volumes of MX messaging in the future. The same is true for the integration of T2S.

German SWIFT volumes for funds

(To be completed)

Ongoing standardisation work

We discussed the impact of the new German Funds legislation (KAGB) and AIFMD implementation. 

Next steps

We will focus on the following topics during our standardisation work: migration on MyStandards, analysing the impact of the DE IGA for changing distribution models and OGAW V. 

During our next meeting we will receive a second more in-depth presentation on the KYC service SWIFT; we will continue to reconcile release changes with the German market practice and the impact of the T2S integration. 

Brazil

Ongoing Standardisation Discussion

In July 2014, the Brazilian Central Bank published a document aiming to improve the dialogue with the industry regarding the development of the Brazilian Payment System (SPB) and revealed the actions that will guide them in promoting financial inclusion. Among other topics, the document highlights the importance of further adoption of standards and forms of communication that are internationally accepted as the ISO 20022 by all market infrastructures that perform a role in the SPB (quotes principle 22 of the IOSCO Principles for Financial Markets Infrastructure). Therefore, a dialogue is being established with the market in order to make this a project.  

Recent Examples of progress with relation to Standards: rules for the use of the IBAN code were published, many Institutions have already established a LEI code, the use of the ISIN code and others (MIC, CFI) is more and more stimulated in the Brazilian market, BM&FBOVESPA Clearing House is studying ISO 20022 messages with the intention to adopt them in the Post-Trade Integration Project (IPN), a project that integrates the four clearinghouses into a new unified platform. 

Status market practice ISO 20022

The Brazilian working group is still working on the implementation of the Securities Balance Accounting Report. In this phase, Institutions are focused more on internal implementation as the deadline is end of July 2015.  After that, it is expected that the exchange of information regarding investment fund’s portfolio between custodians is done exclusively by the ISO 20022 based message instead of the proprietary standard used nowadays.

(Noted in the meeting: have a manual for account managementthe Securities Balance Account Report message  in Portuguese, are not using MyStandards at present.)

Brazil will submit changes request for ISO for the account management messages. See maintenance section.

Spain

No real market practice, trying to activate a group. Does not have any input on Spanish market yet.
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Over the previous months, the existing market practice (based on 2014 base messages) has been migrated to the 2015 base messages. Andrea Milanesio (IT) and Svein Borgersen (NO) reviewed the components introduced with the 2015 version of the standard and determined whether the elements should be left as option or set to ‘do not use’ for the SMPG IF market practice.

New Elements in 2015 version of the standard:

		

		Sequence

		

		Element Name

		CR # ISO

		CR # SWIFT

		Allowed in global practice 



		1. 

		Instruction Details

		

		Client Reference

		417

		897

		Yes



		2. 

		

		

		Counterparty Reference

		

		

		Yes



		3. 

		Account Parties / .. / Organisation

		Tax Identification

		Identification

		424

		901

		Yes



		4. 

		

		

		Tax Identification Type

		

		

		Yes



		5. 

		

		

		Issuer

		

		

		Yes



		6. 

		

		

		Issue Date

		

		

		No



		7. 

		

		

		Expiry Date

		

		

		No



		8. 

		

		

		Issuer Country

		

		

		Yes



		9. 

		Account Parties / .. / Individual Person

		Other Identification / Type / Code

		ATIN

		423

		900

		Yes



		

		

		

		GTIN

		

		

		Yes



		

		

		

		ITIN

		

		

		Yes



		10. 

		

		Other Identification

		Issuer Country

		422

		899

		Yes



		11. 

		Account Parties / .. / Investor Profile Validation

		

		Know Your Customer Database Check

		421

		904

		No: SET TO ALLOWED



		12. 

		

		

		FATCA Form Type

		425

		902

		Yes



		13. 

		

		

		FATCA Status

		426

		903

		Yes



		14. 

		Savings (+ Withdrawal) Investment Plan / Security Details

		Quantity

		Amount

		419

		907

		Yes



		15. 

		

		

		Unit

		

		

		



		16. 

		

		

		Percentage

		

		

		



		17. 

		

		

		Plan Status

		418

		906

		Yes



		18. 

		

		

		Instalment Manager Role

		420

		908

		No





It was agreed that the updated market practice could be uploaded to MyStandards and set to public.

Note:	When working on the finalisation of this market practice it was notice that the new element ‘KnowYourCustomerDatabaseCheck’ was added to the Investor Profile Validation sequence of acmt.001. acmt, 002 but not to acmt.003. The original CR submitted by IT was for acmt 001.002.003 but by mistake was implemented for 001 and 002 only. A change request will be raised by Italy for 2016 to add it to acmt.003.
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Updates to Market Practice

Since the Autumn meeting in Milan, the orders market practice was been updated for 

[1]	Anti-dilution levy (DLEV) – the process document and usage guidelines have been updated

[2]	Non Standards SLA Reference – usage guidelines have been updated

It was agreed that the updated market practice could be uploaded to MyStandards and set to public.

Cancellation

A overview the generic order cancellation messages was provided, see ‘Funds Generic Cancellation 2015-04-13.pptx’. 

Janice Chapman suggested that it was probably time to incorporate the generic messages, setr.065 and setr.066 into the market practice. There was no appetite to do this. The group believe in the medium term that this could be the correct approach but decided to wait for ISO approval of these new messages before moving forward.

It was understood that generic messages are the preferred approach vis-à-vis too granular a message set. The current investment funds messages are very granular because at the time of the preliminary design (2001-2003) the favoured approach was for granular messages.  

The group reviewed and weighed the possibility of introducing market practice for these generic messages.  The group concluded that there was no appetite to foresee such work in the current situation but did not exclude such possibility at a future point in time.
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An update on the status of the message development work was given by Tomas Bremin and Janice Chapman. The message has gone through its ISO 20022 quality review and fine-tuning of elements definitions and name have been proposed. A review has also been done of the message definitions report part 1, and proposals for enhancements have been suggested.

The message updates will be done by the June time-frame and the message will be sent out for review by the registration authority.

A power-point was used to illustrate a typical scenario. See ‘Transparency scenario 2015-04-20.pptx’
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Non-Order Messages 

For SR 2016, it looks like there will be change requests for account management and transfers messages. Also see presentation “Funds Maintenance Update 2015-04-20.pptx”. 

Brazilian Change Request for Account Management Messages

Brazil intend to submit a change request for the acmt.001-003 messages. Brazil gave an overview of its CRs to the group. SWIFT Standards will review the intended CR in the May time frame.

The following is an overview of the kinds of changes Brazil will require:

[a]	Individual Person

		Business Element

		Content

		Comment



		Marital status

		single, married, divorced

Required for regulator reasons

		



		Fathers Name

		Max 150 text

		Maiden name?



		Partners Name

		

		



		Non-resident registered regulator

		Text – Max35 Text

To restrict the kind of operation the client can do - imposed by regulator



		Maybe the element should be called ‘restriction’

Will comprise

Type (max 35 text)

Regulator (BIC & Proprietary & Name Address & formats. Country (This is not be a choice.)



		Educational Level

		

		



		Annual Wealth 



		Currency And Amount

Date ‘the wealth was registered’

		



		Equity Value



		Amount of total assets – minus the liabilities (amount field)

Date it was calculated

		



		Linked person indictor 



		Repetitive. Indicates whether the person has connection with the trading firm (broker) 

Code word list

		



		Country of Birth

		a three character country code

		This will be a two-character country code. Brazil will have to map.







[b]	Organisation 

		Business Element

		Content

		Comment



		Country and Residential status 



		

		This is already present for the Individual Person. It is also required for the Company

The existing component, CountryAndResidential StatusType1, has a definition on Residential Status that is specific to an individual. 

It would be logical to move this element (and make the definition generic) to the ‘common part’ of the ‘party’ sequence. However, this may have an impact on existing users. Need input from SEG Funds Evaluation Team.



		Non-resident register regulatory 

		

		Same as one in Individual Person so can be in the common part of ‘party’



		Legal Structure



		Max10 text 

(Public/private/investment fund)

		



		Market Capitalisation



		Amount

Date

		



		Net Equity



		Amount

Date

		



		Linked Company indictor

		Repetitive. Indicates whether the company has a connection/s with the trading firm (broker). (In actuality the account servicer.)

Code word list.

		



		Identification

		An identification element is already present – ‘other identification’ seems to be the requirement.

		Similar to ‘Other identification’ in Individual Person 



		Specific Contract Type Information 



		[0..n]

Account - HFT – high frequency trading account, 

Contract type status (status of account)- enabled, suspended

		





LEI – add into Party/Organisation/Identification and Individual/Identification

The group agreed that it was time to added LEI into the account management messages for Individual Person and Organisation. Party Identification 2 Choice will need to be replaced by a component that allows a choice of BIC , Proprietary Identification, Name And Address and an optional LEI.

Data Protection

Data protection concerning private individuals’ – does SWIFT standards have to address this in the message. If yes, how is it address.

For instance, is it likely (at some stage in the future) that the sender of a message has to indicate whether it has stored the data?

Action:	Question to be addressed to S. Lindsay, Head of SWIFT Standards.

Order Messages

For the order messages, it is VERY unlikely there will be a maintenance for 2016. Most agreed this was simply too soon. Luxembourg has indicated that a new release for 2017 would be the earliest date to consider.

On the question of whether there should be a maintenance on the order messages for SR 2017, there is no agreement. There are some that think there should be no maintenance on MX orders until the MT funds migration is over.

Hedge Funds

There is market demand for ISO approval of hedge Funds standards now and the hedge funds messages were submitted to ISO for approval on 22 April 2015. 

Switzerland submitted a CR to ISO (agreed by SMPG) for the merge of mutual funds messages with hedge funds messages. The CR [1] proposes to use the ‘vanilla’ funds messages as the basis into which to add the hedge funds specific elements [2] stated that As an outcome of this CR the continued development of the alternative funds BJ would no longer be required, although the latter is not implied by this CR.

An industry expert group  is to be formed, led by Charles Boniver/SWIFT, comprising participants from CH, IE and LU. Participants are invited on the strength of their business and message expertise. It is hoped that some of the participants can be drawn upon from the SMPG IF WG and the ISO SEG Funds ET. This expert group will analyse the best approach to merge mutual and hedge into a single set of messages covering both.

The following volunteered to be part of this group:

[1]	Andrea Milanesio (Italy)

[2]	Svein Borgersen (Norway)

[3]	Tomas Bremin (Clearsteam)

[4]	Euroclear (Ivan Nicora to be contacted to ask for a participant).

Rainer Vogelgesang is invited to attend on behalf of the Swiss SWIFT National User Group.

Charles Boniver and Janice Chapman agreed that physical workshop is best approach. The first workshop will be held on 26 May, at  RBC, Luxembourg.

It seems there could be two approaches to consider: [1] use the mutual funds messages as the basis and add the hedge funds requirements as optional elements (proposed in the CR change request) [2] use the hedge messages message as the basis and add the mutual funds elements (proposed by CBL).

Action: 	JEC and Charles to coordinate.

Other

There are times when opinion from SWIFTNet Funds solution users is required. This is sometimes covered by SMPG participants and sometimes through the ISO SEG funds Evaluation Team.

Switzerland said perhaps SWIFT should be asked to organise a SWIFT Funds user group separately from SMPG IFWG and separately from any ISO-related activities for SWIFT specific items.
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Version of semt.002 (and semt.003)

Investment Funds ‘uses’ semt.002.001.02. 

Semt.002 was original created in 2005 as part of a partial reverse engineering exercise in which the fields relevant to investment funds became semt.002.001.02 (and semt.003.001.02). 

Since then, the Settlement and Reconciliation group has completed this reverse engineering exercise so that the entire MT 535 was covered by semt.002.001.03 (and semt.003.001.03). Over the past years semt.002 and semt.003 have been maintained by S & R and the current (2015) version is V08.

A analysis (manual) of the main differences between semt.002.001.02 and semt.002.001.08 was presented. See ‘semt.008 Diff between V02 and V08_v1.pptx’.

Charles Boniver suggested that perhaps now is the time for the investment funds group to agree that version 2 is to be dropped.

There was also the thought that semt.003 could be dropped, although SWIFT statistics shows it is being used.

Action: A change request is to be submitted to ISO to request that semt.002.001.02 is dropped from the funds message set.

 and semt.002.001.08 (or the later version if the standard is updated by S & R) would then be published with the funds message set (?).We will also check with ISO which is the best solution between publishing semt.002.001.08 (or the later version if the standard is updated by S & R) in fund message set + S&R message set or S&R only. 

Note that in the Funds Solution, semt.002.001.07 and semt.003.001.07 (2014) are supported alongside semt.002.001.02 and semt.003.001.02. And for 2015, semt.002.001.08 and semt.003.001.08 will be inserted. (The Brazilian community will use the later versions of the messages. Semt.002.001.02 and semt.003.001.02 are still supported in the funds solution in 2015/16.

Market Practice (semt.002.002.02)

In the past. investment funds has done the market practice on semt.002.001.02 and this was transcribed and placed on MyStandards (collection SMPG-Global-IF-Statements-Draft (2015-04-08). 

A MyStandards comparison of SMPG verses Findel and AFAC was carried out and the comparison spreadsheet was presented. See ‘UG_Comparison SMPG Findel AFAC semt.002 2015-04-10.xlsx’. The results are very similar. 

Svein Borgersen: we want to move towards the generic semt.002. Action , take the UG of Findel and recreate it in V08 of the standard. 
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The spreadsheet as worked on since the Milan meeting took places was reviewed and the document made clear. Germany provided its input into the investment funds corporate action spreadsheet. 

The investment funds working group had a joint session with the Corporate Actions WG and the corporate action event spreadsheet was presented as well as the ‘SMPG-IFWG-MP-CorporateActions_Recommendations 2015-03-26.pdf’ document.

The corporate Actions group suggested that there should be a column for ‘CBL/ECLR as issuer of funds’ (XS funds) and that input from US should be incorporated.

Action: Charles to follow up US input

Action: Australia is to be asked to provide its input.

Tomas Bremin though that we should not include XS funds and that to have a column for CBL and ECLR as is was useful information.

Tomas Bremin will try to get Irish input via HSBC.

Business Topics for the Autumn Agenda

There will be an autumn meeting whether in SG or Europe
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The UK already has a market practice published for single leg transfers and is being used in a live environment. Norway has implemented single leg transfer, in which the Transfer Out Confirmation message is sent to both the transfer-out side and the transfer-in side. Sweden will implement a transfer single leg process. . Italy has implemented single leg transfer

Findel has published a market practice for the ‘simple’ process in MyStandards (and it is being used by a few institutions, for example, Fidelity). 

An overview of the Findel Single Leg Transfers ‘Simple ‘ process document as available on MyStandards was given to the group.

The Findel work on the ‘complex’ process is progressing well. The group have been holding physical workshops (the 3rd one is in May). It is probable that the simple process market practice documents may have to be adjusted once the complex process market practice is defined.

		Simple Process

		The transfer-out side (ceding) and transfer-in side (acquiring) parties both have direct account relationships with the transfer agent.



		Complex Process

		There may be one or more intermediary parties in the chain between the transfer-out side (ceding) and transfer-in side (acquiring) parties and the transfer agent. The transfer agent may have to instruct a further transfer though a CSD or ICSD.





The plan for SMPG is to wait for the Findel work to be complete before embarking on a global market practice for single leg transfer.

Rainer Vogelgesang gave a presented on the securities portfolio transfer market practice that is currently being piloted in the Swiss market (‘2015-04-15+17 SMPG IFWG, La Hulpe - SCFS Securities Portolio Transfer for IF, 0x4 (RV, 130415).pdf’). This process is intended to cover all instrument types including investment funds. The Swiss MP is based on a draft SMPG MP. This Swiss MP was also presented to the SMPG S & R working group in La Hulpe.

This presentation attempted to demonstrate how the message flows of the Swiss transfer MP (entirely based on MT messages (MT 586)) could be extended to encompass the Findel flows based on ISO 20022 messages. The presentation included single leg and double leg flows. Amongst others, it could be demonstrated how a double-leg MT 586 flow within the distribution chain might be made to interoperate with a single-leg ISO 20022 flow at the TA end.

Rainer Vogelgesang was invited to attend one of the forthcoming Findel meetings to present this proposal to the Findel SLT working group. 
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Statements Market Practice

[1]	Version 8 of semt.002 (custody statement of holdings)

[2]	Semt.006.001.02 (statement of investment funds transactions)

[3]	Semt.041 & 042	 (transparency statement and status advice	

[3]	Transfers – begin SMPG work September

[5]	Mutual-Hedge Task Force –SMPG to stay informed, review any proposals and provide input.
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This will be based on the workplan items.
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This list of action items will be produced as a separate document and any pending action items from the 2014 Autumn (Milan) meeting will be added in.

		#

		Topic

		Action

		Responsible

		Timing

		Status



		1

		Account Management MP on MyStandards

		Update UGs and ‘process document’, upload to MyStandards, set to public

		JEC

		Q2 2015

		20 April 2015. DONE



		2

		Account Management maintenance 2016

		Submit CR to ISO to add LEI to Individual Person and Organisation. Party Identification 2 Choice will need to be replaced by a component that allows a choice of BIC , Proprietary Identification, Name And Address and an optional LEI.

For review in 19 May 2015 IF Monthly meeting

		JEC

		By 8 May

		



		3

		Account Management maintenance 2016

		CR to be submitted: acmt.003 - add the element ‘Know Your Customer Database Check’ to ‘Investor Profile Validation ‘ sequence.

		JEC

		By 20 May

		



		4

		Statements 

		Create the semt.002 Findel MP into v08 of the base standard

		

		Autumn Global meeting

		



		5

		Statements

		A change request is to created and submitted to ISO to request that semt.002.001.02 is dropped from the funds message set and semt.002.001.08 (or the later version if the standard is updated by S & R) would then be published with the funds message set (?).

		

		

		



		6

		Orders MP on MyStandards

		Upload to MyStandards and set to public

		JEC

		Q2 2015

		20 April 2015 – pending issue with MyStandards.



		7

		Orders

		‘Mutual Hedge Task Force’ – send invitation letter and date of first meeting to the ‘group’. See section 10.4 of Autumn 2015 global meeting minutes’.

		CB/JEC

		Work starts May 2015 with meeting 1

		



		8

		Data protection 

		Send question to S. Lindsay, Head of SWIFT Standards, - “Does SWIFT standards have to address data protection concerning private individuals’ this in the messages. If yes, how is it addressed?@ 

		JEC

		

		



		9

		Corporate Actions 

		Contact Sondra for a US contact for US input. Explain the colour conventions used in the spreadsheet before sending to CA.

Discrepancy between event type DECR between FR and CBL- send e-mail to V. Vaudel requesting feedback.

		CB

		

		



		10

		Corporate Actions

		Follow up on XS ISINs

		TB

		

		



		11

		Transfers

		No specific actions for SMPG at present.  Rainer Vogelgesang to be invited to next Findel SLT meeting.

		CB

		

		



		12

		Autumn meeting

		Final confirmation of attendance in SG (for May meeting)

		All

		

		



		13

		Monthly Meeting Time

		Cancel outstanding 2015 monthly meeting calendar note. Send new calendar note for the revised time.

		JEC

		End April 2015

		



		14

		Monthly Meeting May 2015

		Put ‘Autumn Meeting finalisation’ on agenda for 19 May monthly meeting 

		JEC/CB

		1st week May 2015

		



		

		

		Final decision on option (1) verses (3) to be agreed. See section 3. 

		All

		19 May 2015

		



		15

		Refresher on how to create collection using an SMPG collection as a basis

		Schedule for a monthly meeting

		JEC

		June 2015 monthly meeting

		



		16

		MP on BAH

		Schedule for one of the next monthly meetings. JEC to prepare material.

		JEC

		June / Sept 2015 monthly meeting

		



		17

		Global Meeting Country Reports

		Produce a template for the country reports

		CB

		Sept 2015

		



		18

		RMG extension of membership 

		General follow-up

		RV

		Ad-hoc
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Brazilian interest payments on net equity (Juros sobre o capital proprio): an
international perspective

1. Interest on Equity and Dividends: the Brazilian perspective

Brazilian companies have two main instruments for remunerating shareholders for the
capital invested in companies: dividends and interest on net equity (“Juros sobre o
capital propio”, referred to as “IoNE” in this article). Both instruments can be used at
the same time, but their tax treatment will depend on the particular characteristics of
each case.

While dividends feature in most jurisdictions, [oNE is unique to the Brazilian system.
The following paragraphs focus on describing -and characterizing IoNE- under
Brazilian domestic legislation from the perspective of tax and corporate law.

1.1 Introductory comments

IoNE first appeared in the Brazilian legal system in Federal Law no. 9,249, of
December 26, 1995, which contains the following provision:

“Article 9. A legal entity can deduct, for the purpose of calculating its
actual profit, the interest paid to the owner, members or shareholders, by
way of return on net equity, calculated on the net equity accounts and to the
extent of the variation in the long-term interest rate (“Taxa de Juros de
Longo Prazo”) calculated pro rata per day.”

Law 9,249/95 however, places two restrictions that must be observed
simultaneously to set the upper deductibility limit:

(1) IoNE must be calculated by reference to the net equity accounts.
Therefore, if the enterprise does not have a significant amount of equity
or has a negative equity figure, earnings cannot be distributed in the form
of IoNE.

The rate applied to the net equity accounts must be the long-term interest
rate, published annually by Banco Central de Brasil, Brazil’s central
bank.

(i1))  The upper limit on [oNE is determined as the higher of: (i) 50% of net
income for the year, before deduction of the [oNE and deduction of the
provision for corporate income tax, but after the deduction of the social





contribution on net income', and (ii) 50% of retained earnings plus profit
reserves.

Brazilian tax law, for domestic fiscal policy reasons (basically to encourage the
capitalization of Brazilian companies), allows IoNE to be treated, subject to the
limits mentioned above, as a tax deductible expense.

Besides treating these payments as a tax deductible expense, Brazilian tax law
also requires them to be taxed at source at 15%, even where the recipient is
nonresident (as opposed to the absence of withholding tax on dividends paid to
nonresidents, under Brazilian domestic law).

1.2 IoNE for the purposes of Brazilian Corporate Law

IoNE is treated in Brazil as a share in profits under its corporate, stock market,
accounting and exchange control legislation. IoNE is a share in corporate earnings
that can only be received by owning the company's shares. Despite its name, it
bears no relation at all to a return on loaned sums, the legal and economic basis
for interest.

The corporate document that creates a right to receive IoNE is the minutes of the
shareholders’ meeting or board meeting that decides to distribute the company’s
income among the shareholders, in the form of either dividends or IoNE.

In this context, for instance, the Brazilian Securities Exchange Commission
adopted a decision determining that the companies under its authority (e.g. listed
companies) should give the same treatment to IoNE and dividends. Otherwise, the
financial statements would be distorted, as companies with similar profitability
would have completely different profits.

The Commission also determined that the same restrictions on dividends should
also apply to IoNE payments. In one case, for instance, a Brazilian company
earned profits in a given year and paid out IoNE to its shareholders before
offsetting past losses. It is important to stress that the law allows IoNE to be paid
if the payment is within (i) 50% of net income for the year — a condition met by
the company or (ii) 50% of retained earnings plus profit reserves.

Nevertheless, the Commission found that as dividends could not be paid in this
case, neither could IoNE, and that its directors should be fined for violating that
rule’.

' Because IoNE can affect the base for that contribution, the taxpayer could come up against a circular
calculation. Nevertheless, this calculation method is expressly determined in the legislation.





1.3

Characterization of IoNE under Brazilian Tax Law

It is easy to see that IoNE, at least on the surface, has a dual nature. From a
corporate perspective, the vast majority of instruments (and even accounting
rules) consider that IoNE is simply a form of distribution of profits to the
shareholders. Nevertheless, it is calculated by applying an interest rate (TJLP) to a
predetermined amount (net worth at the beginning of the relevant period) and is
capped at 50% of the net income for the year or 50% of the retained earnings plus
profit reserves.

From a tax perspective, its treatment is largely determined in Law 9,249/95,
which states that for income tax purposes, [oONE should be regarded as a
deductible expense.

The Brazilian tax authorities also passed Regulatory Instructions that require
IoNE to be treated as a financial expense in order to constitute a deductible
expense’. Consistently, the tax authorities also stated that IoNE should be
recorded and taxed as financial revenue for the recipient.

Thus, the current understanding of the characterization of IoNE is:
1. For social security contribution (PIS and COFINS) purposes:

IoNE is deemed to be a financial revenue and not a dividend. In general terms,
this contribution is levied on companies’ revenues, but there is a specific
exemption for revenues derived from the net worth pick-up method (which
usually makes dividends exempt from taxes).

Nevertheless, it could be considered that IoNE payments should be treated as
equity pick-up revenues, particularly because accounting rules stipulate that
IoNE must be subtracted directly from the company’s income, and would thus
qualify for the exemption described above.

The Brazilian Superior Court of Justice ruled, however, that IoNE did not
qualify for the exemption, as it deemed that [oNE was an outright financial
expenditure/revenue*. The main argument used by the court is that, as IoNE is
calculated by applying a fixed rate to a fixed amount, it does not share the

* Brazilian Securities Exchange Commission decision no. RJ2006/0594

3 Particularly, Paragraph 3 of Article 29 and paragraph one of Article 30, both of Regulatory Instruction
11/96, clearly state that JoNE must be recognized in the company’s accounts as if it were a financial
expense.

* One example of such a decision is Special Appeal no. 952.566, where the Superior Court of Justice
decided that IoNE should not be treated as income derived from the equity pick-up method but as
financial revenue.





nature of profits, whose defining characteristic is that they are contingent upon
the company’s result.

2. For international taxation and tax treaty purposes:

On more than one occasion’, the tax authorities have decided that the benefits
available for the interest from loans should also apply to IoNE. These
decisions related to cases where no specific mention of [oNE could be found
in the protocol to determine how they should be characterized.

As that view was given in ruling requests, which do not provide the details of
the actual cases, we can only speculate as to the grounds for these decisions.
In all likelihood, this reasoning stemmed from the tax authorities considering
that all income treated as interest in Brazil should be considered as interest for
the purposes of the tax treaty.

Therefore, based on previous decisions, it could be said that, for the tax
authorities, IoNE will be regarded not as a dividend, but as a financial
expense/revenue.

The view taken regarding the characterization of IoNE under treaties has not been
definitely reviewed by the Brazilian Courts. From the wording of most Brazilian
treaties, it is unclear whether IoNE should, in fact, be characterized as interest.

In the scenario described above, bearing in mind in particular that for corporate and
accounting purposes [oNE is akin to a dividend, depending on the tax treatment that the
country of residence of the investor gives to income of that type, the payment of IoNE
can be a very attractive option, especially if the country of residence of the investor
characterizes IoNE as a dividend/share in profits and a participation exemption regime
applies to income of that type.

2.  International Perspective — The Spanish Case

IoNE has been widely used by international investors and several tax authorities have
already had the opportunity to deal with them.

> This issue was brought before the tax authorities in Divergence Solution no. 16/01, where the tax
authorities decided that IoNE should be regarded as interest for the purposes of applying the Brazil-Japan
tax treaty. This decision is particularly relevant because that tax treaty does not contain any specific
reference to IoNE, much like the Brazil-Spain tax treaty.





Although Brazilian tax law (and more recently, Brazilian tax treaties, with Mexico,
South Africa and Israel) draw a distinction between IoNE and dividends, several
jurisdictions consider, based on their domestic provisions, that IoNE is akin to income
deriving from equity and thus apply the associated rules, which, depending on the facts
of the case and the jurisdictions involved, might be participation exemption rules.

For instance, the Tax Court of Nuremberg (Germany) analyzed the instruments in its
decision of December 14, 2010. In this case, the Nuremberg Tax Court concluded from
the features of IoNE and according to German tax law that they qualify as dividends,
since at the end of the day they derive from the investment by the shareholder in the
equity of the Brazilian company.

This also used to be the opinion of the Spanish tax authorities, which over recent years
have audited many Spanish companies that have used IoNE in their Brazilian
investments, until it recently changed its point of view on this matter in 2010.

The issue that arose in Spain is whether their treatment under treaty rules would
override the respective characterization under domestic law. While there is consensus
that the characterization provided by international rules should prevail for treaty
purposes, the point at issue is whether the characterization provided for treaty purposes
would also automatically apply for domestic law purposes.

As an example, if an item of income is considered as a dividend under treaty rules,
would this automatically cause this amount to be deemed as a dividend for the purposes
of domestic legislation? Conversely, if an item of income is deemed as interest under
treaty rules, would this also mean that it is interest for the purposes of domestic
legislation?

Spanish corporate income tax legislation contains a participation exemption regime,
aimed at avoiding international double taxation on dividends and income derived from
investments in nonresident companies.

Under that regime, dividends or shares in the profits of non Spanish resident companies
are exempt subject to the following requirements:

(a) The direct or indirect ownership interest in the capital or equity of the nonresident
company must be at least 5%.

(b) The investee must have been taxed in respect of a foreign tax that is identical or
similar to Spanish corporate income tax in the tax period in which the income
being distributed or shared was obtained.

This requirement will be deemed to be fulfilled where the investee is resident in a
country with which Spain has entered into a tax treaty, which applies to it and
contains an exchange of information clause.





(c) The income being distributed or shared must come from the performance of
business activities abroad.

Most Spanish companies with investments in Brazil that had been using IoNE payments
considered that they fulfilled the above requirements to apply the participation
exemption regime. Many of these companies, which include large listed Spanish
multinationals, have been audited in recent years and this matter was not challenged by
the auditors.

The Spanish tax authorities appear to have had a recent change of opinion, however: the
TEAC (the Spanish Central Economic-Administrative Court’), in a decision rendered on
April 13 2011, confirmed the first tax audit report we have heard of that takes the view
that the participation exemption does not apply to IoNE (although there is an option, in
certain cases, to deduct withholding taxes). The reasons underlying the views of both
the auditors and the TEAC are listed below:

1. The IoNE payments are characterized as interest, not as dividends:

a. To determine how to characterize IoNE for the purpose of applying the
domestic participation exemption regime, the TEAC examined the tax treaty
signed by Spain and Brazil. The TEAC held that IoNE falls within the
definition of interest contained in article 11 of the Spain-Brazil tax treaty,
which in its definition of interest refers to the domestic tax legislation of the
source country in relation to any other income (“other income assimilated to
income from money lent by the taxation law of the Contracting State in which
the interest arises™).

b. The TEAC analyzed Brazilian tax law and concluded that it treats [oNE as tax
deductible interest, even though it recognizes that from a corporate and
accounting law perspective, IoNE is considered as a dividend and derives from
an investment in capital stock.

c. As a result, the TEAC held that this characterization for the purposes of
Brazilian tax law defined and conditioned the characterization of IoNE as
interest both for the purposes of applying the tax treaty and for the purposes of
the treatment required for them under Spanish tax law at the recipient.

2. Additionally, the TEAC considered that no double taxation arises: in view of the
characterization for tax purposes of IoNE as interest, the TEAC held that the
international double taxation triggering the domestic participation exemption regime
will never take place since by being deductible, IoONE gave rise to zero tax in Brazil.

6 An institution belonging to the Spanish Administration that entertains administrative claims against the
decisions by the tax authorities themselves before the decision is submitted for judicial review.





We have no difference of opinion as to the difficulty involved in characterizing IoNE.
We cannot, however, share either the conclusion reached by the TEAC, or, basically,
the arguments underlying that conclusion, particularly for the following reasons:

1.

Firstly, the TEAC has interpreted Spanish domestic law in light of the provisions in
the tax treaty. As mentioned above, the TEAC took the characterization of income
for the purposes of Brazilian domestic law (to which the tax treaty is supposed to
make a referral) and extended it for the purposes of applying both the tax treaty and
Spanish domestic law.

We cannot lose sight here that the tax treaty’s role is confined to distributing the
power to levy taxes between the states, without depriving domestic laws of their
enforceability in their respective spheres of application. We could take this
discussion further, but suffice it to say, by way of conclusion and as the Spanish tax
authorities themselves have acknowledged on several occasions, that the
characterization of an item of income on the basis of a tax treaty is only for the
purposes of applying that tax treaty, which will determine which state has the
power to levy tax on that income, but, beyond that step of determining which state
has the power to tax the income, it will be the legislation of the state to which the
income has been assigned that will determine how it is to be characterized and
taxed.

It serves to bring to mind a long list of judgments7 in which the Spanish Supreme
Court has overturned the referral to foreign law for the characterization or
definition of some of the elements of the tax obligation.

Also worth recalling is the view taken by the Economic Administrative Court of
Niiremberg (Germany) in its decision of December 14, 2010, on a very similar —if
not identical- dispute to the one we are analyzing. In that decision, regarding the
receipt of IoNE payments from Brazil by a German resident shareholder, the court
concluded, contrary to the opinion of the German tax authorities, that (i) the [oONE
payments had to be treated as shares in profits for the purposes of the domestic
exemption regime, “as they originate from the corporate relationship and are only
received by shareholders” and (ii)) Germany, as the country of residence of the
recipient of the income, must make an independent characterization of the income
based on its own domestic law, on which neither the characterization nor the
treatment of the IoNE payments (ability to deduct them and withholding tax at
source) for the purposes of Brazilian domestic law have any bearing.

We cannot fail to mention here that the TEAC’s reasoning, which makes the
characterization of an item of income of a Spanish taxpayer depend, regarding the
taxable event and tax base, on the parliamentary activity of another country (Brazil,

7 Judgments of June 25, 2004, May 5, 2008, and November 16, 2009 for example.





in this case) and even on the interpretation by its tax authorities, could harbor a
direct infringement of the principles of the right to have tax matters determined by
the law, as contained in the Spanish General Taxation Law, of legal certainty and of
the right to due process of law, all appearing in the Spanish Constitution.

Having said that, we believe IoNE must be characterized independently from the
standpoint of the tax law that is being applied, namely the participation exemption
regime mentioned above, which places no obstacles to characterizing IoNE as a
dividend for these purposes.

2. Secondly, and as an additional point, although this analysis is not necessary, [oONE
falls neatly within the definition of dividends in article 10.4 of the Spain-Brazil tax
treaty, which implies that the characterization by the Brazilian tax authorities may
not be correct from a Spanish perspective. According to that article, the term
“dividends” includes income from shares and from other rights that allow a share in
profits, other than debt claims. Given that, under Brazilian corporate and
accounting law, and as the TEAC itself has recognized, IoNE is treated as a share in
profits, we fail to see any technical reason why they should not fall within the
definition of dividends in the Brazil-Spain tax treaty.

3. Thirdly, on the subject of double taxation, it should be recalled that the Spanish
domestic legislation mentioned above contains an irrebuttable presumption, as it
provides in relation to the requirement regarding the foreign taxation of the income
that is being distributed (i.e. the first tax), that it will be considered to have taken
place when the investee is resident in a country with which Spain has signed a tax
treaty, which is applicable to it and which contains an exchange of information
clause.

In the case we are analyzing, that requirement is fulfilled and therefore any further
requirement in relation to double taxation, such as that mentioned in this case by
the TEAC, is not imposed by the legislation in force, is unnecessary, and falls
outside the scope of its powers under the laws governing its conduct.

We believe the arguments outlined above are strong enough to prompt an adjustment to
the Spanish TEAC’s view in the event of a claim to the National Appellate Court, which
would be the court responsible for deciding on an appeal of this type.

3.  Potential practical implications

As we have already mentioned, from a Brazilian perspective, the payment of [oNE
could be a very attractive option, especially if the country of residence of the investor
characterizes IoNE as dividends / shares in profits and a participation exemption regime
applies to that type of income.





Despite the above, from the Spanish perspective, the TEAC’s view could, depending on
various factors and scenarios, and whether it is ultimately confirmed, have an impact on
the financial structures of Spanish (and international investments channeled through
Spain) investments in Brazil.

As we have said, however, we believe there are strong arguments against the TEAC’s
reasoning, and therefore in our view it is still early days to analyze its final implications.

One thing we can say is that among the potential effects that future acceptance of the
TEAC’s reasoning could have, the one that gives the greatest cause for concern would
be an acceptance of no independence of the Spanish tax and legal system to characterize
income from a non Spanish source, which could be translated, as in the case under
analysis, into a type of “importation” of elements of the tax obligation from other
jurisdictions that would override Spain’s own, which, we must not forget, arise from the
legislative power conferred by the Spanish people on their parliament.

That said, it should be noted that, if according to the abovementioned decision, IoNE is
characterized as interest for Spanish domestic tax purposes, the matching credit at a
20% rate stated in article 23.2 of the tax treaty for interest would still be applicable to
the income obtained by the Spanish investor. This means that, whatever the actual
withholding rate in Brazil, the credit in Spain would always be granted as if 20% tax
had been levied, therefore this instrument may still be more advantageous than simply
paying dividends.
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