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[bookmark: _Toc482870654][bookmark: _Toc57111157][bookmark: OLE_LINK5][bookmark: OLE_LINK8]Approval of September Virtual Meeting minutes
One comment was received via email, from Randi on the wording for the April meeting 2021.
Jean-Pierre requested that the French comment on CA444 should be amended as it came from a French representative, not the French NMPG. Jacques will amend accordingly the draft minutes.
Jacques has also slightly amended the text for CA446, after receipt of a comment from Mari, and added a comment on the GM and SID MP in the AOB.
The September virtual meeting minutes are approved with the above amendments.
[bookmark: _Toc54174687][bookmark: _Toc57111158]CA419   Definition of Instructed and Uninstructed Balances
Input:




The WG discussed the spreadsheet Mike made in September as well as the current wording proposed for CA419. The basic issue remains: is the current wording of 419 regarding the calculation of INBA acceptable as global market practice, or are there too many NMPGs/entities that will not support a definition of INBA that includes pending CA instructions on pending positions? 
If the latter, the item should be closed as the calculation of INBA is the key point in CA419.
Action: NMPGs to have another look again at the proposed MP in light of Mike’s input. 
[bookmark: _Toc54174689][bookmark: _Toc57111159]CA437   Auto-FX - Update of GMP1 Section 8.6
Input:


Mari has provided a revised text for CA437 (see above).
At the September virtual meeting, the following has been agreed:
1. Replace the current market practice in GMP1 Section 8.6 and make the distinction between 2 scenario:
a. When we have posting on an intermediary currency account. In that case, the MP specifies that movement sequences must always reflect the actual movements on the account holder’s cash account(s).
b. When we have no postings on an intermediary currency account. In that case, the MP specifies to have a single CASHMOVE, and to use the 92B::EXCH with a calculated rate and insert the two actual FX rates in narrative.
1. Long term solution for complex scenario, submit a new CR for SR2022 to make 92B::EXCH repeatable.
Action: NMPGs are requested to review and revert. 
[bookmark: _Toc54174690][bookmark: _Toc57111160]CA444   Usage of QINS as Requested Quantity
Skipped.
Action: Mari, Jean-Pierre and Christine to schedule a call in the week of October 12 to discuss possible solutions. 
[bookmark: _Toc54174691][bookmark: _Toc57111161]CA446	GMP 1 section 3.17 - Clarify Usage of instructions when OPTF//BOIS is mentioned
Skipped.
Action: Mari and Steve to propose an update for section 3.17 in GMP1 to reflect decision. 
[bookmark: _Toc54174693][bookmark: _Toc57111162]CA449	New Tax Breakdown MP (Tax SG)
Input with Sanjeev comments:


Skipped.
Action: Mari to finalise the MP in the next couple of weeks and circulate it for publication
[bookmark: _Toc54174697][bookmark: _Toc57111163]CA457   GMP1 Section 8.17 on Usage of DateTime with Format Option E (UTC)
Skipped.
Actions: 
1. Jacques to identify all GMP1 sections related to DateTime elements and propose new draft MP (sections 8.17, 3.11, …).
1. New CR for SR2022 to be drafted.
[bookmark: _Toc54174698][bookmark: _Toc57111164]CA465	Add VOLU to TREC in EIG+
[bookmark: _Toc54174702]Catarina will provide input for this at the next call.
[bookmark: _Toc57111165][bookmark: _GoBack]CA468	New MP on Multi- Language Announcement (SR2021 - CR 001661)
Skipped.
Decision: Draft a market practice on the usage of language code in CA messages; the main purpose being to prevent misuse and/or misunderstanding.
Action: Mari, Christine, Daniel, Hendrik and Jacques to draft it.
[bookmark: _Toc57111166]CA469	Managing CA instructions in scope of CSDR
The WG discussed if this could possibly be covered by global market practice, or if it should remain an SLA issue. Limited feedback from NMPGs were received, though the French NMPG commented that this is also linked to CA419.
Action: NMPGs are requested to discuss if a market practice would be possible to create and revert.
[bookmark: _Toc57111167][bookmark: _Toc54174704]CA471   SRDII - Build an Official Disclosure ID Recipient List
Alexander explained the background for the proposal for the SMPG to create and manage a list of shareholder disclosure identification response recipients institutions in EEA markets so as to speed up the setup of connections and RMA exchanges on SWIFT FINplus.  
Daniel, representing the DE market that has so far been the most active with respect to shareholder identification disclosure requests, commented that there are several entities providing this service, and at least two provide this in a number of markets. 
Christine proposed to create such a list listing the entities and the markets in which this service is offered to issuers, plus also the DNs on FINplus and contact details (the latter only after if approval is given from each entity).
The WG supported this proposal.
Action: 
0. Christine to create the structure for the list, with Daniel then adding the entities identified so far in the German SID requests and distribute to the NMPGs requesting the NMPGs to provide input to the list.
0. NMPGs to provide input to Christine if any.
[bookmark: _Toc57111168]CA472   SRDII CA MT MP on SRDC Indicator for RMDR and REPE
Skipped.
[bookmark: _Toc57111169]CA473	Review of the GoR TF GM Notification Template
Skipped.
Action: Randi, Mari, Christine, Jacques and Hendrik volunteered to work on this offline.
[bookmark: _Toc57111170]CA474	GM Incentive Payments for General Meetings
Skipped.
[bookmark: _Toc57111171]AOB
0. Christine reminded the WG of the need to perform the annual review and update to all market practice documents and the Country Column in the EIG+.
Action: Jacques and Christine will discuss off-line and provide deadlines for this via email.
0. Jean-Pierre asked what is now the best forum to manage efficiently the future CRs on SRDII, now that the SRDII Task Force established to create the standards has completed its task.
Since SRDII SID and GM are ISO 20022 standards, any changes must follow the ISO process. In that case, the ISO SEG GM and SID Evaluation Team is now the body controlling all CRs.
We could therefore invite the SRDII Task Force members who wants to, to join the ISO GM & SID ET as experts or eventually we could also form a SMPG CA subgroup specifically for GM and SID as a review body.  
For market practices on GM/SID, the service provider community have been invited in September via an email from Christine to participate as an affiliated group to the SMPG. 

Next CA WG call/Webex:  December 1, 2020 from 2:00 to 4:00 PM CET 
------------------------ End of the Meeting Minutes ---------------
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CA419 Definition of INBA / UNBA 





Christine’s proposal to add a new paragraph 3.10.3 in GMP1 and validated by Steve





3.10.3 About Instructed and Uninstructed Balances



Instructed and Uninstructed Balances are applicable to elective (Voluntary or Mandatory with Options) events, and usage of these are generally only for messages subject to SLA such as reminders.

If used, the Instructed Balance is from the account servicer’s/sender’s perspective, and should represent – at the time the message is sent by the account servicer to the account holder – the sum of all instructed quantities in instructions that have been received by the account servicer and that are neither cancelled, nor rejected. 



Accordingly, the Instructed Balance can be higher than the Eligible Balance, in case the account servicer accepts instructions on a pending eligibility basis.



The Uninstructed Balance is the difference between the Eligible Balance and the Instructed Balance, and hence may be negative in case the account servicer has provisionally accepted instructions for a higher quantity/nominal amount than the Eligible Balance.



If the Eligible Balance has been reduced as a result of an executed instruction, meaning that the securities have been debited, then that instructed quantity should be removed from the Instructed Balance.
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CA419_UNBA_INBA.xlsx
Sheet1

		ID		Instr. on PENR allowed		PENR incl. In ELIG 		Inst. on PENR incl. In INBA		UNBA		UNBA negative

		1		No		No		No		ELIG - INBA		No

		2		Yes		No		No		SETT- INBA - PENI*		No

		3		Yes		No		Yes		SETT- INBA		Yes

		4		Yes		Yes		No		ELIG - INBA - PENI*		No

		5		Yes		Yes		Yes		ELIG - INBA		No

		*PENI		PENDING Instruction
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CA437_8.6 - proposed new wording.docx


8.6 Multiple Currencies with a Non-Convertible Currency

Background: 

This is the case where a CA event is declared in a specific currency (let's say MYR or KRW). However this currency is not accepted by an entity or is not convertible. So, the local agent or depository automatically does an FX into a pre-defined acceptable currency (e.g. USD). But the end customer does have a base currency account or a standing instruction to repatriate funds into another currency (e.g. EUR). 

How to report this case? 

SMPG recommendation: using multiple occurrence of the sequence Cash Movements: 

1) Credit in KRW: Posting Amount in in USD, Resulting Amount in USD, Net Cash Amount in KRW and Exchange rate KRW/USD 

2) Debit in USD 

3) Credit in EUR - Posting Amount in EUR – Resulting Amount in EUR, Exchange rate in USD/EUR 



Based on a SLA arrangement, the account servicer may pay income/CA proceeds to the account holder in a currency different to the one it was declared in, by performing an FX.



In this case, we recommend that the income/CA details (e.g. gross, net and tax amount) are reported in the original currency whilst the posting and resulting amounts are to be reported in the currency the proceeds have been FX-ed to, as per the enclosed example:



16R:CASHMOVE

:22H::CRDB//CRED

:97A::CASH//XXXXXXXXXXXXXXX

:19B::PSTA//GBPXXXXX,

:19B::RESU//GBPXXXXX,

:19B::TAXR//KRWXXXXX,

:19B::GRSS//KRWXXXXX,

:19B::NETT//KRWXXXXX,

:98A::POST//YYYYMMDD

:98A::VALU// YYYYMMDD

:98A::PAYD// YYYYMMDD

:92F::GRSS//KRWXXXX,

:92B::EXCH//KRW/GBP/XXXXXX

:92A::TAXR//XX,

:16S:CASHMOVE



Where the income/CA event is declared in a restricted currency (e.g. Argentinian peso), one of the parties in the chain may arrange for an FX to a major currency (e.g. USD) and where the account servicer pay income/CA proceeds to the account holder in a pre- agreed currency (e.g. GBP), we may have two set up FX that take place. 



Since the FX rate cannot be repeated in the movement, it’s recommended that:

· the income/CA details (e.g. gross, net and tax amount) are reported in the original currency the dividend was announced in (in our example, Argentinian peso)

· the posting and resulting amounts are to be reported in the currency the proceeds have been FX-ed to by the account services (in our example GBP)

· the FX rate should have the details of the FX between the intermediate currency and the one credited to the account holder (in our example between USD and GBP)

· the FX rate applied on the original dividend amount should be reported in the narratives[footnoteRef:1]. [1:  A change request has been put forward for SR2022 to allow the exchange rate to be repeated] 


[bookmark: _GoBack]
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Tax breakdown Market Practice
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Tax breakdown

Market Practice





The Securities Market Practice Group is a group of experts that represents local markets or market infrastructures and who devote their time on a voluntary basis to define global and local market practices for the benefit of the securities industry. The time spent is sponsored by the market players. The market practice documentation and recommendations produced by this organisation are intended to solve common problems across the securities industry, from which financial institutions can derive clear benefits, to harmonise business processes and to facilitate the usage of message protocols ISO 15022 and ISO 20022. While the Securities Market Practice Group encourages the implementation of the market practices it develops it is up to the financial institutions within each market to implement the market practices according to their needs and agreements with their business counterparts to support their businesses as efficiently as possible. For more information on the MP release cycle please refer to the SMPG by-laws document section 4 on www.smpg.info.
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[bookmark: _Toc47931916]
Introduction

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

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

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

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

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







[bookmark: _Toc47931917]Relief at source

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


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

1. In scenario 1:

a. the account servicer will:

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

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


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

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

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

[image: ]



2. In scenario 2:

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

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

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

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



[image: ]





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

		TAXI

		Incorrect Tax Rate

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

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

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



		TAXM

		Missing Tax Rate

		Tax rate is missing.

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

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



		TAXN

		Inconsistent Tax Rate

		Tax rate is not consistent with the documentation in place.

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

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










Message templates:



Scenario 1:

a. DVCA to announce the mandatory dividend to all clients

		:16R:

		GENL



		:20C::

		CORP//DIV3437592



		:20C::

		SEME//253147815



		:23G:

		NEWM



		:22F::

		CAEV//DVCA



		:22F::

		CAMV//MAND



		:25D::

		PROC//COMP



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CADETL



		:98A::

		XDTE//20YY0323



		:98A::

		RDTE//20YY0324



		:16S:

		CADETL



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//Y



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98A::

		PAYD//20YY0325



		:92A::

		TAXR//26,



		:92F::

		GRSS//EUR1,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		





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

		:16R:

		GENL



		:20C::

		CORP//WTRC12345



		:20C::

		SEME//253147816



		:23G:

		NEWM



		:22F::

		CAEV//WTRC



		:22F::

		CAMV//VOLU



		:25D::

		PROC//COMP



		:16R:

		LINK



		:13A::

		LINK//564



		:20C::

		CORP//DIV3437592



		:16S:

		LINK



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//NOAC



		:17B::

		DFLT//Y



		:98E::

		RDDT//20YY0324160000/00



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//OTHR



		:17B::

		DFLT//N



		:98E::

		RDDT//20YY0324160000/00



		:70E::

		ADTX//blablabla



		:16S:

		CAOPTN







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

		:16R:

		GENL



		:20C::

		CORP//WTRC12345



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//WTRC



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

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




		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET



		:16R:

		BENODET



		:95R:

		OWND/SMPG/XYZ999



		:36B:

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		:16S:

		BENODET



		:16R:

		CAINST



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

		CAON//002



		:22F::

		CAOP//OTHR



		:36B:

		QINS//UNIT/4600,



		:16S:

		CAINST







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

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

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

· quantity per beneficial owner,

· applicable tax rate; 

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

· quantity per tax rate,

· tax rate: 

		:16R:

		BENODET



		:95V:

		OWND//NONREF



		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET







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

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

· either one MT566 per tax rate, or

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











Scenario 2:

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

		:16R:

		GENL



		:20C::

		CORP//DIV3437592



		:20C::

		SEME//253147815



		:23G:

		NEWM



		:22F::

		CAEV//DVCA



		:22F::

		CAMV//CHOS



		:25D::

		PROC//COMP



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CADETL



		:98A::

		XDTE//20YY0323



		:98A::

		RDTE//20YY0324



		:16S:

		CADETL



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//Y



		:98E::

		RDDT//20YY0324160000/00



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98A::

		PAYD//20YY0325



		:92A::

		TAXR//26,



		:92F::

		GRSS//EUR1,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//N



		:98E::

		RDDT//20YY0324160000/00



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98A::

		PAYD//20YY0325



		:92A::

		TAXR//15,



		:92F::

		GRSS//EUR1,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//003



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//N



		:98E::

		RDDT//20YY0324160000/00



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98A::

		PAYD//20YY0325



		:92A::

		TAXR//0,



		:92F::

		GRSS//EUR1,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN












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

		:16R:

		GENL



		:20C::

		CORP// DIV3437592



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//DVCA



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/ABC123



		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::

		CAON//002



		:22F::

		CAOP//CASH



		:36B:

		QINS//UNIT/2600,



		:16S:

		CAINST







		:16R:

		GENL



		:20C::

		CORP// DIV3437592



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//DVCA



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/XYZ999



		:36B:

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::

		CAON//001



		:22F::

		CAOP//CASH



		:36B:

		QINS//UNIT/2000,



		:16S:

		CAINST









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

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







[bookmark: _Toc47931918]Tax refund

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

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



1. In scenario 1:

a. the account servicer will:

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

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


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

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

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

[image: ]





2. In scenario 2:

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

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

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

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



[image: ]





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

		TAXI

		Incorrect Tax Rate

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

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

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



		TAXM

		Missing Tax Rate

		Tax rate is missing.

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


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



		TAXN

		Inconsistent Tax Rate

		Tax rate is not consistent with the documentation in place.

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



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










Message templates:

Scenario 1:

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


		:16R:

		GENL



		:20C::

		CORP//TRE3437592



		:20C::

		SEME//253147815



		:23G:

		NEWM



		:22F::

		CAEV//TREC



		:22F::

		CAMV//MAND



		:25D::

		PROC//COMP



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CADETL



		:98A::

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




		:16S:

		CADETL



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//Y



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98B::

		PAYD//ONGO



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		





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

		:16R:

		GENL



		:20C::

		CORP//WTRC12345



		:20C::

		SEME//253147816



		:23G:

		NEWM



		:22F::

		CAEV//WTRC



		:22F::

		CAMV//VOLU



		:25D::

		PROC//COMP



		:16R:

		LINK



		:13A::

		LINK//564



		:20C::

		CORP// TRE3437592



		:16S:

		LINK



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//NOAC



		:17B::

		DFLT//Y



		:98B::

		RDDT//ONGO



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//OTHR



		:17B::

		DFLT//N



		:98B::

		RDDT//ONGO



		70E::

		ADTX//blablabla



		:16S:

		CAOPTN







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

		:16R:

		GENL



		:20C::

		CORP//WTRC12345



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//WTRC



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

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




		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET



		:16R:

		BENODET



		:95R:

		OWND/SMPG/XYZ999



		:36B:

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		:16S:

		BENODET



		:16R:

		CAINST



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

		CAON//002



		:22F::

		CAOP//OTHR



		:36B:

		QINS//UNIT/4600,



		:16S:

		CAINST







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

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

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

· quantity per beneficial owner,

· applicable tax rate; 

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

· quantity per tax rate,

· tax rate: 

		:16R:

		BENODET



		:95V:

		OWND//NONREF



		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET











Scenario 2:

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

		:16R:

		GENL



		:20C::

		CORP//TRE3437592



		:20C::

		SEME//253147815



		:23G:

		NEWM



		:22F::

		CAEV//TREC



		:22F::

		CAMV//VOLU



		:25D::

		PROC//COMP



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		SETT//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		CAOPTN



		:13A::

		CAON//001



		:22F::

		CAOP//NOAC



		:17B::

		DFLT//Y



		:98B::

		RDDT//ONGO



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//N



		:98B::

		RDDT//ONGO



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98B::

		PAYD//ONGO



		:92A::

		TXRC//11,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//003



		:22F::

		CAOP//CASH



		:11A::

		OPTN//EUR



		:17B::

		DFLT//N



		:98B::

		RDDT//ONGO



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98B::

		PAYD//ONGO



		:92A::

		TXRC//26,



		:16S:

		CASHMOVE



		:16S:

		CAOPTN












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

		:16R:

		GENL



		:20C::

		CORP// TRE3437592



		:20C::

		SEME//253147888



		:23G:

		NEWM



		:22F::

		CAEV//TREC



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/ABC123



		:36B:

		OWND//UNIT/2600,



		:92A::

		TAXR//15,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::

		CAON//002



		:22F::

		CAOP//CASH



		:36B:

		QINS//UNIT/2600,



		:16S:

		CAINST







		:16R:

		GENL



		:20C::

		CORP// TRE3437592



		:20C::

		SEME//253147899



		:23G:

		NEWM



		:22F::

		CAEV//TREC



		:16S:

		GENL



		:16R:

		USECU



		:35B:

		ISIN IT0004982242



		:16R:

		ACCTINFO



		:97A::

		SAFE//98-0112441-05



		:93B::

		ELIG//UNIT/4600,



		:16S:

		ACCTINFO



		:16S:

		USECU



		:16R:

		BENODET



		:95R:

		OWND/SMPG/XYZ999



		:36B:

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		:16S:

		BENODET



		:16R:

		CAINST



		:13A::

		CAON//003



		:22F::

		CAOP//CASH



		:36B:

		QINS//UNIT/2000,



		:16S:

		CAINST
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