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[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Attendees

	
	Country
	 
	First Name
	Last Name
	Institution
	Participation

	
	BE
	Ms.
	Véronique
	Peeters
	BNY Mellon
	Excused

	Facilitator
	N / A
	Mr.
	Jacques
	Littré
	SWIFT
	

	
	CH
	Mr.
	Reto
	Baumgartner
	Credit Suisse
	Excused

	
	DE
	Mr
	Daniel
	Schaefer
	HSBC
	Excused

	
	DE
	Mrs
	Andreana
	Pileri
	Commerzbank
	Excused

	
	FR
	Mrs. 
	Kimchi
	Phungtran
	BNP Paribas
	Excused

	Co-chair
	FR
	Mr
	Jean-Pierre
	Klak
	State Street
	

	
	IT
	Mrs
	Paola
	Deantoni
	Societe Generale
	Excused

	
	LU
	Mr.
	Bernard
	Lenelle
	Clearstream
	

	
	LU
	Mr
	Ludovic
	Schwindt
	Clearstream
	Excused

	
	LU
	Mr
	Charles
	Boniver
	RBC IS
	Excused

	Co-chair
	SG
	Mr
	Jyi-Chen
	Chueh
	Standard Chartered
	

	
	UK & IE
	Mrs.
	Mariangela
	Fumagalli
	BNP Paribas
	

	
	US
	Mrs.
	Sonda
	Pimental
	BBH
	Excused

	
	XS
	Mrs
	Delphine
	Haillez
	Euroclear
	

	
	XS
	Mrs
	Marina
	Kotti
	Euroclear
	

	
	ZA
	Mr.
	Sanjeev
	Jayram
	First National Bank
	

	
	ZA
	Mr
	Dale
	Van Rayne
	First National Bank
	Excused

	
	ZA
	Mr
	Yusuf
	Basha
	First National Bank
	




Action: NMPGs to eventually look for tax experts candidates in their local Markets.

[bookmark: _Toc378687983][bookmark: OLE_LINK5][bookmark: OLE_LINK8]Approval / comments of November 7th call minutes
Comment on Point 3 related to the South African presentation.
The original comment in the minutes was referring to a “non-reclaimable” tax but it is not necessarily the case.
Below, the original comment provided in minutes of 7th November 2013.
In instances where a foreign tax has been withheld and not reclaimable the ZA DWT will be reduced by that rate.  However it can never create a tax credit, e.g. foreign tax of 10% withheld and not reclaimable will reduce ZA DWT to 5%. However where a foreign non-reclaimable tax of 20% is withheld it will reduce ZA DWT to 0% (not -5%). It must further be noted that all tax obligations are calculated on the gross dividend as announced by the issuer.
South Africa explains that in their case, it is not reclaimable but for a better understanding we should rather say ‘and reclaimable under DTA when applicable’ rather than ‘not reclaimable’.
Taken into account the above amendment, the minutes are approved.
[bookmark: _Toc378687984]Tax Table 
No update received on the table.


[bookmark: _Toc378687985]WITF/WITL/TAXR MP
Presentation of Jyi Chen’s document


The group discussed on the different recommendations proposed in the document. 
· Recommendation 1: agreed by the group with a new proposed definition.
Percentage of a cash distribution that will be withheld by a tax authority of the country of issuance / tax incorporation of the security, for which a relief at source and/or reclaim may be possible
· Recommendation 2: 

- review of the initial proposal 
Agree to replace “country of issuance” into “country of listing”.  i.e. “other than the local country of listing.”
All agree that TAXR should always be the taxation of the “home” (Issuer) market.
Euroclear uses only TAXR. 
Also the addition of a country code to TAXR could be proposed as a new additional 
format option that could be proposed at a service level (see option B in the recommendation 2).
The alternative in option A is that WITF is to be used only when more than one Tax applicable.
For ZA however, the solution could be TAXR for the issuer taxation + WITL for local 
(below an extract of the TAXR WITF ZA table)
[image: ]
A question has been raised about ADR / GDR : what is the country of issuance ? should be the underlying but to be checked. Country of incorporation ?
Proposal of a new usage rule : WITL only to reflect additional tax taken by a local tax authority in addition to TAXR
Recommendation 3: WITL long definition to review as follows : Rate at which the income will be withheld by the jurisdiction in which the account owner is located, other than the authority of the country of issuance for which a relief at source and/or reclaim may be possible 
Short definition to be reviewed also.
But local will still be an issue because local will change at any time.
	
	Short Def
	Long Def

	TAXR
	Withholding Tax Rate
	Percentage of a cash distribution that will be withheld by a tax authority.

	WITF
	Withholding of Foreign Tax
	Rate at which the income will be withheld by the jurisdiction to which the income was originally paid, for which relief at source and/or reclaim may be possible.

	WITL
	Withholding of Local Tax
	Rate at which the income will be withheld by the jurisdiction in which the account owner is located, for which a relief at source and/or reclaim may be possible.











The last point shared by participants is also to focus on non-dual listed securities.

Action: 
1. Jyi-Chen and Jean-Pierre to update the document further to the discussion and make it ready to be reviewed by the CA WG.
[bookmark: _Toc378687986]Tax processing flow / certification process


[bookmark: _MON_1431939058]
Action: For next conference call, NMPGs to provide feedback on certification process in their country. 
[bookmark: _Toc378687987]FATCA 
No updates
[bookmark: _Toc378687988]CA 200.2 – Options for Tax Treatment
a. Information required on Tax breakdowns
Some feedbacks received. See attached file



Action:, 
· NMPGs to review the table to identify if they have some exceptions / discrepancies.

b. FR Tax announcement with multiple options.
Presentation by Jean-Pierre of the ‘FR scenario’. See attached


Action:, 
· NMPGs to review for potential questions and afterwards the subject will be closed : not a goal of the tax sub-group to enter this scenario


[bookmark: _Toc378687989]Other topics
· Jyi-Chen pointed out a potential impact of a Change Request (SR2014 CR000613) that has been accepted for the SR 2014. The CR relates to the fact that for manufactured dividend, it will be possible to indicate different deadlines between the available position and the stock lending position.

So what about taxes in this scenario? There is no direct link with the CR but in 2014, for such a case, everybody will have the possibility to use only one MT564 and no longer the narrative part so what will happened if taxation is different and that the settled position and loan position are taxed differently?
CashMove to be used to distinguish?
Action:  NMPGs to investigate for further discussion.

· Question from APAC WG :
For subsequence E2 Cash Movement Field 92a: Rate, FLRR is defined twice:
· defined as a ‘Qualifier’ along with ‘GRSS’.
· Defined as a ‘rate type code’ in the qualifier GRSS

What is the use of FLFR as ‘qualifier’ when it is more commonly used under ‘rate type code’? Any reasons for its existence as a ‘qualifier’ in addition to as a ‘rate type code’ – if yes, how is to be interpreted and used?


[bookmark: _GoBack]Statistics from SWIFT are giving 50 /50 between direct code and sub-type code usage.

Action : Tax sub-group members to think about the appropriate scenario in order to propose an ad hoc Maintenance request to remove one of the two possibilities
[bookmark: _Toc378687990]Next Conference Calls
Scheduled on: 13th Feb – 20th Mar – (April ?) – 15th May – 26th Jun from 2pm to 4pm

· A possible physical meeting and / or video conference is also proposed, maybe for next year.  Bernard /Jacques will provide more details during the next calls.

------------------------  End of the Meeting Minutes  -----------------
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Tax Qualifier  Analysis SR2012_Taxsubgroup_V4_stat.xlsx


Tax Qualifier Analysis SR2012_Taxsubgroup_V4_stat.xlsx
All qualifiers except amounts

		Analysis of Tax Related information available on MT564 Corporate Action Notification Message 

		( we take the hypothesis that the MT 566 will report the same tags but at a higher level : ex : D instead of E , D2 instead of E2)

		Analysis of Tax Related information available on MT566 Taxreclaim Message 

		(ISO 15022 per SR2012)														France										Germany										Norway										Switzerland

										Based on 30M MT564 in 2010				Based on 12M MT566 in 2010		Do you use it in MT 564 ?				Do you use it in MT 566_Taxreclaim?						Do you use it in MT 564 ?				Do you use it in MT 566_Taxreclaim?						Do you use it in MT 564 ?				Do you use it in MT 566_Taxreclaim?						Do you use it in MT 564 ?				Do you use it in MT 566_Taxreclaim?

				Qualifiers / Codes		Name		Description		SWIFT volumes in MT 564		Comments		SWIFT volumes in MT 566		Yes or No ?		Frequency : High , Medium , Low , Never		Yes or No ?		Frequency : High , Medium , Low , Never		Market specificities if any		Yes or No ?		Frequency : High , Medium , Low , Never		Yes or No ?		Frequency : High , Medium , Low , Never		Market specificities if any		Yes or No ?		Frequency : High , Medium , Low , Never		Yes or No ?		Frequency : High , Medium , Low , Never		Market specificities if any		Yes or No ?		Frequency : High , Medium , Low , Never		Yes or No ?		Frequency : High , Medium , Low , Never		Market specificities if any

		Seq D CA Detail

		Rates (Tag 92a)		No tax related rates available																						No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Indicator (tag 22F)		ADDB//TAXR		Additional Business Indicator  –  Tax Refund		Relates to a tax refund from the authorities on the associated corporate action event		0																No		N/A		No		N/A				no		never		no		never				not used				not used

		Seq E CA Options

		Rates (tag 92a)		TAXE		Tax Related Rate 		Percentage of the gross dividend rate on which tax must be paid		114		In seq D				NO										No		N/A		No		N/A				no		never		no		never				used				used

				TAXR		Withholding Tax Rate 		Percentage of a cash distribution that will be withheld by a tax authority		4,100,000						NO		High - E2 for FR				ref answer in E2				No		N/A		No		N/A				yes		high		no		high				used				used

				TMDT		Taxable Income per Dividend Share		Amount included in the dividend/NAV that is identified as gains directly or indirectly derived from interest payments within the scope of the EU Savings directive		2,429						NO										No		N/A		No		N/A				no		Never		no		Never				not used				not used

				ATAX		Additional Tax 		Rate used for additional tax that can not be calculated		28,000						NO		Low -E2 for FR				ref answer in E2				No		N/A		No		N/A				no		Never		no		Never				used				used

				WITF		Withholding of Foreign Tax 		Rate at which the income will be withheld by the jurisdiction to which the income was originally paid, for which relief at source and/or reclaim may be possible		1,900,000						NO		High - E2 for FR - not to announce the taxcredit -TAXC				ref answer in E2				No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Rate Type Codes (92J)		Use with GRSS , NETT:				GRSS - High / NETT - High TBC by Benoît																												no		Never		no		Never				not used				not used

				FLFR		Fully Franked		Fully Franked		164,000						NO				NO		ref answer in E2				No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TXBL		Taxable Portion 		Rate relating to the underlying security for which tax is charged		143,000						NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TXDF		Tax Deferred 		Rate relating to the underlying security for which tax is deferred		9,000						NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TXFR 		Tax Free 		Rate relating to the underlying security which is not taxable		286,000						NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				UNFR		Unfranked 		Unfranked 		41,000						NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Rate Type Codes (92J)		Use with TMDT:												NO																						Never				Never

				TXBL		Taxable		Rate relating to the underlying security for which tax is charged		NA in 2010																No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Indicator (tag 22F)		CETI//TRBD		Certification Type Indicator  –  Tax Rate Breakdown		The holder of the security has to provide basic details on nominals and associated tax rate to be used by the account servicer.		0																No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Seq E1 Securities Movement

		Indicator (tag 22F)		TXAP//TXBL		Issuer/Offeror Taxability Indicator // Taxable		Proceeds are taxable according to the information provided by the issuer/offeror // The securities proceeds are Taxable		NA in 2010						NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Price (tag 90a)		CAVA		Cash Value for Tax		Cash value of resulting securities proceeds for tax calculation and/or reporting.		NA in 2010						NO				NO						No		N/A		No		N/A				no		Never		no		Never				used				used

		Rate (tag 92J)		TAXC		Tax Credit Rate 		Amount of money per equity allocated as the result of a tax credit.		300,000		In D & E only				NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				Use with TAXC:																						No		N/A		No		N/A						Never				Never

				IMPU		Imputed Tax		Imputed Tax		0																No		N/A		No		N/A				no		Never		no		Never				not used				not used

				PREC		Precomplete		Precomplete		0																No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TIER		One-Tier Tax		One-Tier Tax		0																No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Seq E2 Cash Movement

		Rates (tag 92a)		ATAX		Additional Tax 		Rate used for additional tax that can not be calculated		100,000		in seq E				YES		LOW								Yes		High		No		N/A				no		Never		no		Never				not used				not used

				FLFR		Fully Franked 		Rate resulting from a fully franked dividend paid by a company; rate includes tax credit for companies that have made sufficient tax payments during fiscal period		170,000		in seq E														No		N/A		No		N/A				no		Never		no		Never				not used				not used

				NRES		Non-Resident Rate 		Rate per share to which a non-resident is entitled		65,000		in seq E				YES		Low but on ROW		YES		Low but on ROW				No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TAXC		Tax Credit Rate 		Amount of money per equity allocated as the result of a taxcredit		380,000		in seq E				YES		High		YES		High				Yes		Medium		No		N/A				no		Never		no		Never				not used				not used

				TAXE 		Tax Related Rate 		Percentage of the gross dividend rate on which tax must be paid		100		In seq E				NO				NO						Yes		Low		No		N/A				no		Never		no		Never				not used				not used

				TAXR		Withholding Tax Rate 		Percentage of a cash distribution that will be withheld by a tax authority				See seq E				YES		High		YES		High				Yes		High		No		N/A				no		Never		no		Never				not used				not used

				TXIN		Tax on Income 		Taxation applied on an amount clearly identified as income		700		 in seq E				YES		LOW on UCIT's		NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TXPR		Tax on Profits 		Taxation applied on an amount clearly identified as capital profits, capital gains		144		 in seq E				YES		LOW on UCIT's		NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TXRC		Reclaim of Tax Rates 		Percentage of cash that was paid in excess of actual tax obligation and was reclaimed		3,400		 in seq E				NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TAXC		Tax Credit Rate 		Amount of money per equity allocated as the result of a tax credit.								YES		High		YES		High				Yes		Medium		No		N/A				no		Never		no		Never				not used				not used

				WITF		Withholding of Foreign Tax 		Rate at which the income will be withheld by the jurisdiction to which the income was originally paid, for which relief at source and/or reclaim may be possible				See seq E				YES		High		YES		High				Yes		High		No		N/A				no		Never		no		Never				not used				not used

				WITL		Withholding of Local Tax		Rate at which the income will be withheld by the jurisdiction in which the account owner is located, for which relief at source and/or relcaim may be possible		1,500,000		 in seq E				YES		High		YES		High				No		N/A		No		N/A				no		Never		no		Never				used				used

		Rate Type Codes (92J)		Use with GRSS and NETT:																																		Never				Never				not used				not used

				FLFR		Fully Franked		Fully Franked				See seq E				YES		Medium but on ROW								No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TXBL		Taxable Portion 		Rate relating to the underlying security for which tax is charged				See seq E				YES		Medium but on ROW								No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TXDF		Tax Deferred 		Rate relating to the underlying security for which tax is deferred				See seq E				YES		Medium but on ROW								No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TXFR 		Tax Free 		Rate relating to the underlying security which is not taxable				See seq E				YES		Medium but on ROW								No		N/A		No		N/A				no		Never		no		Never				not used				not used

				UNFR		Unfranked 						See seq E				YES		Medium but on ROW								No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Rate Type Codes (92J)		Use with TAXC:												NO				NO																		Never				Never				not used				not used

				IMPU		Imputed Tax		Imputed Tax				See seq E				NO				NO						Yes		Medium		No		N/A				no		Never		no		Never				not used				not used

				PREC		Precomplete		Precomplete				See seq E				NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				TIER		One-Tier Tax		One-Tier Tax				See seq E				NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

		Rate Type Codes (92J)		Use with TAXE:A15												NO				NO																		Never				Never				not used				not used

				WITF		Withholding of Foreign Tax 		Rate at which the income will be withheld by the jurisdiction to which the income was originally paid, for which relief at source and/or reclaim may be possible		64		 in seq D				NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used

				WITL		Withholding of Local Tax		Rate at which the income will be withheld by the jurisdiction in which the account owner is located, for which relief at source and/or relcaim may be possible		0		 in seq D or E				NO				NO						No		N/A		No		N/A				no		Never		no		Never				used				used

		Indicator (tag 22F)		TXAP//TXBL		Issuer/Offeror Taxability Indicator // Taxable		Proceeds are taxable according to the information provided by the issuer/offeror // The securities proceeds are Taxable		NA in 2010						NO				NO						No		N/A		No		N/A				no		Never		no		Never				not used				not used











Tax amounts 19a

						Amounts used in tax income payments



										SWIFT volumes in MT 564		SWIFT volumes in MT 566		Yes or No ?		Frequency : High , Medium , Low , Never		Comments if any

				1		ENTL / Entitled Amount		Cash amount based on terms of corporate action event and balance of underlying securities, entitled to/from account owner (which may be positive or negative)

				2		RESU / Resulting Amount		Amount of money resulting from a foreign exchange conversion.

				3		OCMT / Original Currency and Ordered Amount		Posting/settlement amount in its original currency when conversion from/into another currency has occured

				4		4 O CAPG N B Capital Gains Amount

				5		INDM/Indemnity Amount		(Unique to France) Amount due to a buyer of securities dealt prior to ex date which may be subject to different rate of taxation.

				6		6 O CINL N B Cash in Lieu of Shares

				7		FLFR / Fully Franked Amount		Amount resulting from a fully franked dividend paid by a company;  amount includes tax credit for companies that have made sufficient tax payments during the fiscal period.

				8		UNFR/ Unfranked Amount		Amount resulting from an unfranked dividend paid by a company; the amount doesn't include tax credit and is subject to withholding tax.

				9		TXFR / Tax Free Amount		Amount of money that has not been subject to taxation

				10		TXDF / Tax Deferred Amount		Amount of income eligible for deferred taxation.

				11		SOIC/Sundry/Other Income Amount		Amount of money related to taxable income that cannot be categorised

				12		GRSS /Gross Amount		Amount of money before any deductions and allowances have been made

				13		INTR / Interest Amount		Amount of money representing a coupon payment.

				14		MKTC/Market Claim		Amount of money resulting from a market claim.

				15		NETT /  Net Cash Amount		Amount of money after deductions and allowances have been made, if any, that is, the total amount +/- charges/fees.

				16		TAXC/Tax Credit Amount		Amount of taxes that have been previously paid in relation to the taxable event

				17		TAXR / Withholding Tax Amount		Amount of a cash distribution that will be withheld by a tax authority

				18		WITF/ Withholding of Foreign Tax		Amount of money withheld by the jurisdiction in which the income was originally paid, for which relief at source and/or reclaim may be possible

				19		WITL/Withholding of Local Tax		Amount of money withheld by the jurisdiction in which the account owner is located, for which relief at source and/or reclaim may be possible

				20		23 O REDP N B Redemption Premium Amount

				21		ATAX/Additional Tax Amount		Amount of additional taxes that cannot be categorised

				22		25 O INCE N B Cash Incentive

				23		INCO/Income Portion		Amount relating to the underlying security for which income is distributed

				24		27 O EXEC N B Executing Broker's Amount

				25		28 O LOCO N B Local Broker's Commission

				26		PAMM / Paying/Sub-paying Agent Commission		Amount of paying/sub-paying agent commission

				27		POST N B Postage Amount

				28		STAM /Stamp Duty		Amount of stamp duty.

				29		STEX Stock Exchange Tax		Amount of stock exchange tax.

				30		FISC  Fiscal Stamp		Amount of fiscal tax to apply.

				31		MFDV  Manufactured Dividend/Payment		Amount of money that the borrower pays to the lender as a compensation. It does not entitle the lender to reclaim any tax credit . and is sometimes treated lender. Also covers compensation/indemnity of missed dividenddifferently by the local tax authorities of the concerning early/late settlements if applicable to a market.

				32		TXRC /Reclaim of Taxes		Amount that was paid in excess of actual tax obligation and was reclaimed

				33		EUTR /EU Tax Retention Amount		Total amount of tax withheld at source in conformance with the EU Savings Directive.

				34		ACRU  Accrued Interest Amount		Amount of interest that has been accrued in between coupon payment periods

				35







Taxcertification flow review



				Message Type		Event trigger		Change identified		Field and sequence		Comments		Country's impact or business impacts

				MT 564		Certification request  sent when the CA income is now confirmed		Report the CA event of the main event DVCA or INTR as the tax certification is parallel to the income payment
		seq A - 22F-CAEV -followed by  INTR or DVCA
		Regarding the event type , what is the preferred solution : use the DVCA or INTR tag or have another CA event ?

				MT 564		Certification request  sent when the CA income is now confirmed		In the certification message , the reference 20a - CORP would be the same as the income's event. Therefore regarding that tax certification event , there will no link to do with the main Income event. 
When received , the message would be routed  to the tax systems as the flag 17a - CERT would be present ( as a mandatory field )		seq A - 20C-CORP- followed by  INTR or DVCA's payment reference
seq D- CERT - certification flag followed by Y ( if certification required ) or N ( if No)
		1) What is the impact about the STP process of income's events  on receiving  the beside MT 564 ?
2) What is the impact of sending a MT 564 with same CORP and same CA event DVCA or INTR but with a flag CERT ?

				MT 564		Certification request  sent when the CA income is now confirmed		The CA event Mandatory/Voluntary indicator could be amended into a CHOS event as it is expected an answer from the account owner regarding the certification 		Seq. A : 22F- CAMV -Mandatory/Voluntary indicator / MAND or VOLU or CHOS
		Regarding the event type , what is the preferred solution : use the DVCA or INTR  as a CHOS event or another event as a CHOS event ?
=> impact on incoming / outbound messages ?

				MT 565/MT568		Account's owner answer about the certification		Would indicate the CA event INTR or DVCA		seq A - 22F-CAEV -followed by  INTR or DVCA
		
=> impact on incoming / outbound messages in current DVCA/INTR or voluntary CA events process ?

				MT 567		Status of client's certification instruction		Would indicate the CA event INTR or DVCA		seq A - 22F-CAEV-followed by  INTR or DVCA
		
=> impact on incoming / outbound messages in current DVCA/INTR or voluntary CA events process ?

				MT 568		Quick tax reclaim from the account's servicer		Would indicate the CA event INTR or DVCA		seq A - 22F-CAEV -followed by  INTR or DVCA
		
=> impact on incoming / outbound messages in current DVCA/INTR or CA process ?

				MT 568		Quick tax reclaim- acknowledgement  from the account's owner		Would indicate the CA event INTR or DVCA		seq A - 22F-CAEV -followed by  INTR or DVCA
		
=> impact on incoming / outbound messages in current DVCA/INTR or CA process ?

				MT 566		Taxrefund messages		Would indicate the CA event INTR or DVCA instead of a TREC event type		seq A - 22F-CAEV -followed by  TREC 
		
=> impact on incoming / outbound messages in current DVCA/INTR process or Taxrefund messages  ? 

				MT 564		Taxrefund messages		The MT 564 allows the use of the Taxreclaim event		seq A - 22F-CAEV -followed by  TREC 
seq D - 22F-ADDB followed by TAXR as taxrefund details		Do you send or receive MT 564 on tax reclaim ? If yes, please precise
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CA SMPG – Tax Sub-group: Proposals to clarify the usage of TAXR/WITF/WITL tax qualifiers



As per recent discussions in the CA SMPG and MWG, the Tax Sub-group was tasked to clarify the usage of WITL / WITF / TAXR. 

As an example, in APAC some countries implementing new market practices meet some difficulties with the current withholding tax qualifiers due to the lack of detailed global standards guidelines.

The most common approach is currently to use TAXR, but some countries and/ or institutions may use WITF and/or WITL. So, usage guidelines / market practices are really needed.

This paper intends to outline the key issues and to draft 3 recommendations to help further clarify and harmonize the usage of these qualifiers among our industry.



1. Definition gaps between “Short” and “Long” definition

The misunderstanding / confusion with the usage of WITL / WITF / TAXR comes from the short definitions of WITF and WITL being inconsistent with the long definitions as illustrated below:

		

		Short Def

		Long Def



		TAXR

		Withholding Tax Rate

		Percentage of a cash distribution that will be withheld by a tax authority.



		WITF

		Withholding of Foreign Tax

		Rate at which the income will be withheld by the jurisdiction to which the income was originally paid, for which relief at source and/or reclaim may be possible.



		WITL

		Withholding of Local Tax

		Rate at which the income will be withheld by the jurisdiction in which the account owner is located, for which a relief at source and/or reclaim may be possible.





Using the “short” definition of WITL, some institutions may interpret that “Local” refers to the WHT applicable in the local market of the income payment.

However, according the “long” definition of WITL, “Local” refers to the jurisdiction in which the account owner is located. 

In addition, TAXR short and long definitions are very generic, but do not specifically mention that tax relief or reclaim may be possible, creating further ambiguity.



Illustration:

A local French issuer announces a dividend on the French market that is subject to French WHT. 

A French sub-custodian disseminates the information to 2 customers, 1 French local investor and 1 US based Global custodian. 

According to the long definition, an acceptable practice would be to use “WITF”.

This could makes sense for the US based global custodian, however it would be confusing for the local French domestic investor, i.e. why a “local” FR WHT is deemed “foreign” by his French sub-custodian?













2. Recommendations



A. Recommendation 1 – Use TAXR as the default qualifier



a) The SMPG Tax sub-group would recommend the usage of TAXR for the most common, straight-forward scenario where an income distribution is subject to WHT applied by the “local” tax authorities of the jurisdiction to which the income was paid.



For instance, a stock listed in Belgium announces a dividend that is subject to local Belgian WHT

· Use TAXR for the BE WHT



AND



b) For sake of clarity, amend the TAXR long definition to reflect that relief at source and/or reclaim may be possible:

Percentage of a cash distribution that will be withheld by a tax authority, for which a relief at source and/or reclaim may be possible.





B. Recommendation 2 – WITF usage and TAXR alternative



The SMPG tax sub-group would like to propose the following alternatives for WITF usage:



Option A – Amend WITF definition and usage 

[bookmark: _GoBack]If we adopt recommendation 1, it is also necessary to revise the long definition of WITF, aligning it to ist short definition, to avoid any further confusion or ambiguity between TAXR and WITF.

WITF should be used to reflect a “foreign” tax, for instance in scenarios of dual listed securities that attract WHT from both listing places. 



		WITF

		Withholding of Foreign Tax

		Rate at which the income will be withheld by the a foreign jurisdiction other than the local country of issuance, to which the income was originally paid, for which relief at source and/or reclaim may be possible. For instance, in the scenario where a company is listed locally in one country but also attracts withholding tax from another jurisdiction, based on its dual listing and/or based on foreign income earned outside of the local jurisdiction.







This can be illustrated by current practice in South African (“ZA”) market on dual listed securities that attract both a foreign (non ZA) WHT and a local ZA WHT. 

ZA market current practice is TAXR is used for the local (ZA) tax whilst WITF is used for tax withheld outside of ZA.







Example: 

Oando PLC is dually listed in Nigeria and South Africa. 

For the stock held through the South African depository, the dividend announcement would quote the Nigerian WHT under “WITF” and the South African WHT under “TAXR”



OR



Option B – Repetitive TAXR with Country code

During the discussion about CR598 “Add new Tax type code and Exemption type code” and CR588 “Add Financial Transaction Tax Rate and Amount” at SR2014 CA MWG, the need for providing further granularity in terms of the country of the tax jurisdiction was raised, given the increasingly complex tax regulations around the globe (e.g. US FATCA, French and Italian FTT, EU FTT, etc.). 



An action item was assigned to the SMPG Tax subgroup to further explore potential solutions.

The SMPG Tax subgroup is of the opinion that there would be an added value to provide clarity on which jurisdiction is levying a specific TAXR rate; especially for cross-border investors.

As such, an alternative to “Option A - Amend WITF definition and usage” would be to submit a Change Request for TAXR field to become repetitive, and to add a sub field with country code to reflect the respective Tax jurisdiction



Example: 

Oando PLC is dually listed in Nigeria and South Africa. 

For the stock held through the South African depository, the dividend announcement would quote the Nigerian WHT under “TAXR/NG” and the South African WHT under “TAXR/ZA”





C. Recommendation 3 – WITL usage to be discontinued



The SMPG Tax subgroup is of the opinion that, based on the long definition of WITL, there is no actual scenario where an account servicer would report a genuine “tax withheld by the jurisdiction of the account owner” as this would typically fall within the account owner own income filing duties. 



As such, the SMPG Tax subgroup is recommending the removal of WITL, subject to further consultation and analysis of current usage across the community 
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Example 2 Example 3

Company Compagnie Financiere Richemont SAOando Plc

ISIN CH0045159025 NGOANDO00002

Exchange where primary listing is maintained Schweizer Borse Swiss Exchange Nigerian Stock Exchange

Exchange where secondary listing is maintained Johannesburg Stock Exchange Johannesburg Stock Exchange

Country where tax affairs are concluded Switzerland Nigeria

Source of dividend payment Swiss Nigerian

Foreign dividend Yes Yes

Exemption for resident shareholders to pay 

DWT in terms of the South African Income Tax Act No No

Exemption for non-resident shareholders to pay 

DWT in terms of the South African Income Tax Act in terms of a DTA Yes Yes

Applicable section of the South African Income 

Tax Act for non-resident shareholders Section 64N Section 64F

Gross Dividend Rate per share ZAR1.08019 ZAR0.75

South African Dividend Withholding Tax Rate (TAXR) 0% 5%

Foreign Dividend Withholding Tax Rate 

(deducted in country of primary listing) (WITF) 35% 10%

Net Dividend Rate per share ZAR0.7021235 ZAR0.675

Reclaim possible Yes No

Reclaim rate 20% (difference between 35% and the South African dividend withholding tax rate of 15%)n/a
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Event Maintenance Phase

Event Processing Phase



TAX
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CA Event Related

Tax Info

Tax Calc. 

Module

Reporting

Other 

Excep.

Process.

Legal 

Obligation

Mgmt

Legal 

Reporting

Market/securities 

Taxation Set-up

Reconcil.

Certification 

& Instruct. 

Tax Documentation

Consists in:

		Providing a full description per country of the tax reduction, exemption, refund possibilities

		Providing Tax Guide

		Sending News Flash, Market announcement

		Sending pre-filled certificate to client



Notification 

Consists in

		Sending of request/reminders (certification, quick refunds/reclaims)

		Sending of acknowledgment/rejection



Legal Reporting

Consists in

		Sending of taxation summary report to customer and fiscal authorities. 



Account Set-up

consists in:

		Set up of taxation specificities linked to specific countries

		Settlement authorization on specific country

		Set up of customer taxation profile

		Set up of the default tax rate for a specific account



Market /Securities Taxation Set-up

Consists in

		Set up of the adequate tax rate for a specific event on a specific market

		Set up of adequate tax flag at the securities level 



Certification & Instruct. 

Consists in

		Collection of certificates

		Input in database 

		Validity check (holding, certificates, BO,.)

		Preparation of  payment & depository instruction

		Detect expiry date of customer certificate & market deadline



Tax Calculation Module 

Consists in

		Update of the tax rate per payment at account level

		Compute Tax amount

		Identify reporting data



Reconciliation

Consists in

		Solving of cash & tax differences

		Fiscal agent reconciliation

		Solving Tax reporting difference



Repayment

Consists in

		Reimbursement of tax deducted

		Credit of the tax refund received from fiscal agent 



Legal Obligation Management

Consists in

		Transmission of data to fiscal agent 

		Transmission of tax proceeds to depository/fiscal agent

		Transmission of payment instruction/file to depository/fiscal agent



Other Excep. Process. 

The function “Other Excep. Process. ” consist in:

		 Describing all processes that are not covered by any of the other Tax stream i.e. all the billing aspects 



Value Chain Description of the tax landscape

SMPG tax

sub-group

priority

Tax Processing 

Related Info

Notification

Legend:





DEUTSCHE BORSE
clearstream | group











image6.emf
TaxMessagingFlow.d ocx


TaxMessagingFlow.docx


[Title]		Page 1

oleObject1.bin

Text



PD



22a CAEV//INTR, DVCA
20a CORP//DEF
98a CERT// or TAXB
17a CERT//Y
22a CETI// (type of certification requested)
70a TAXE



OR MT564 





image1.wmf

PD


PD


-


X Cert 


Request


(


depends on 


Account 


Onwer 


certification 


in place


)


MT


564


1


-


1


MT


568


1


-


1


Record Date 


(


entitlement date


)


PD


-


1 


bd


New position


 


in  a taxable


/


reportable security


Receive 


MT


564 


Receive 


MT


568


 


Account 


Servicer


Account Owner


MT


568


 


Quick Tax Reclaim 


(


e


.


g


. 


ES


 


and 


PT 


)


1


-


1


Receive


 


MT


568


PD


-


z bd


Certification 


Deadline


Send 


1


) 


Tax Breakdown


,


2


) 


BO List


3


) 


Per payment 


certificate


/


form


/


annex


1


) 


565


/


568


2


) 


spreadsheet etc


.


3


) 


Paper


Receive 


Customer instruction


Certificate 


expiry date in 


New Tax 


system


MT


568


1


-


1


Receive


 


MT


568


Tax Messaging Flow


1


) 


MT


567


2


) 


and 


3


) 


other 


feedback


User action 


on 


instruction


One Time and Renewable Certification 


(


no income event needed


)


AT SOURCE Per Payment


REFUND


/


RECLAIM


Per Payment


A


) 


Credit


/


B


) 


Debit


MT


566 


Confirmation


Receive


 


MT


566


A


) 


Tax Reclaim 


payment


/


B


) 


Tax 


adjustment


Tax Reclaim 


request from 


customer 


(


Quick or 


Standard


)


Receive


 


MT


568


Cash instruction


processing


Online 


validation


Receive


 


MT


567 


CAEV


//


WTRC


CORP


//


ABC


CAEV


//


WTRC


CORP


//


XYZ


CAEV


//


INTR


, 


DVCA


CORP


//


DEF


22


a CAEV


//


INTR


, 


DVCA


20


a CORP


//


DEF


98


a CERT


// 


or TAXB


17


a CERT


//


Y


22


a CETI


// (


type of 


certification requested


)


70


a TAXE


CAEV


//


INTR


CORP


//


DEF


CAEV


//


INTR


, 


DVCA


CORP


//


DEF


19


B


::


CAEV


//


INTR


, 


DVCA


CORP


//


DEF


MT


568


Acknowledgment


1


-


1 


Certification request period


Event driven


/


Per Payment tax processing 


(


we keep the same CAEV and CORP than the income event itself DEF


)


22


a CAEV


//


INTR


, 


DVCA


20


a CORP


//


DEF


98


a CERT


// 


or TAXB


17


a CERT


//


Y


22


a CETI


// (


type of 


certification requested


)


70


a TAXE


OR MT


564 





image7.emf
Breakdown  requirements.xlsx


Breakdown requirements.xlsx
Feuil1

				ZA		SG		PH		KR		ID

		Full names & surname/registered name		X		X		X		X		X

		Identity document number or Company Registration number		X		X		X		X		X

		Nature of person/entity 		X		X		X		X		X

		Date of birth/or Date of inception		X

		Tax Identification number		X		X		X		X		X

		Physical Address		X		X		X		X		X

		Postal Address		X		X		X		X		X

		Country of residence (the one used for Tax purpose)		X		X		X		X		X

		Reduced Tax rate requested		X		X		X		X		X

		Type of Income										X

		Authorized signature		X		X		X		X		X





Feuil2





Feuil3
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Tax per option scenario.docx
CA SMPG – Tax Sub-group: Usage of one option per tax rate (FR Practice on announcement s and payment confirmation)







A. Cash dividend

Example : 3 underlying clients with 3 different tax rates
Positions : Client A : 60 shares ; Client B : 30 shares ; Client C : 10 shares



French Custodian							  Sub-Custodian



Option 1. 	Client A. 	

Regular Tax rate 	Regular Tax rate
at 30% 	at 30%

Client position: 	Client position:
60 shares	60 sharesStep 1 Announcement







	

Option 2. 								   Client B. 	
Reduced Tax rate 							   Reduced Tax rate
at 21% 								   at 21%

Client position: 							   Client position:
30 shares								   30 shares
Step 2 Breakdown








Option 3. 								  Client C. 
Tax exempt 								  Tax exempt
Tax rate at 0% 							  Tax rate at 0%Step 3 Payment



Client position: 							  Client position:
10 shares								  10 shares




Step 1 : One Announcement message including all Tax rates

Step 2 : Breakdown sent from the sub-custodian to the French Custodian

Step 3 : Payment processed according to the breakdown



B. Optional dividend



 French Custodian							    Sub-Custodian



Cash options

- Option 1:  
CASH at 70 %

- Option 2:  
CASH at 79 %

- Option 3: 
CASH at 100 %





					Step 3 Payment

Step 2 Instruction

Securities options 
with round up

- Option 7 :  
SECU RDUP at 70 %

- Option 8 :  
SECU RDUP at 79 %

- Option 9 :  
SECU RDUP at 100 %

Securities options 
with round down

- Option 4 :  
SECU RDDN at 70 %

- Option 5 :  
SECU RDDN at 79 %

- Option 6 :  
SECU RDDN at 100 %





Step 1 Announcement









All options proposed by the issuing company are received by the clients 

and 

result of the Corporate Actions processed according to client instructions











































Step 1 : One Announcement message including all Tax rates on all options proposed by the issuing company: Cash, Securities with round down possibility, Securities with round up possibility.

Step 2 : Instruction are sent on by the clients according to the tax rates they are eligible to.

Step 3 : Payments (cash and securities) are processed by the French custodian and the sub-custodian in accordance with client instructions. 
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