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	Country
	 
	First Name
	Last Name
	Institution
	Participation

	
	BE
	Mrs
	Véronique
	Peeters
	BNY Mellon
	Excused

	Facilitator
	N / A
	Mr
	Jacques
	Littré
	SWIFT
	a

	
	CA
	Mr
	Cairbre
	Cowin
	RBC IS
	Excused

	
	CH
	Mr
	Reto
	Baumgartner
	Credit Suisse
	Excused

	
	DE
	Mr
	Daniel
	Schaefer
	HSBC
	a

	
	SE
	Mr
	Urban 
	Hane
	Nordea
	a

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

	
	FR
	Mrs
	Stéphanie
	Clark-Fischer
	BP2S
	Excused

	
	FR
	Mr
	Pierre-Antoine
	Patinet
	BP2S
	Excused

	
	FR
	Mr
	Ilyas
	Alikoglu
	Bank of New-York
	a

	
	IT
	Mrs
	Paola
	Deantoni
	Societe Generale
	Excused

	
	LU
	Mr
	Alexander
	Reis
	Clearstream
	Excused

	
	LU
	Mrs
	Catarina
	Marques
	Clearstream
	a

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

	
	UK & IE
	Mrs
	Mariangela
	Fumagalli
	BNP Paribas
	Excused

	
	US
	Mr
	Paul
	Fullam
	FIS Global
	Excused

	
	US
	Mrs
	Vandana
	Pasricha
	BBH
	Excused

	
	US
	Mrs
	Elizabeth
	Lanfear
	BBH
	a

	
	US
	Mr
	Caleb
	Lanfear
	BBH
	Excused

	
	US
	Mr
	Ian
	De Sacia
	DTCC
	Excused

	
	US
	Mr
	Steven
	Sloan
	DTCC
	Excused

	
	US
	Mr
	Greggory
	Lewis
	GlobeTax
	a

	
	XS
	MR
	Jean-Paul
	Lambotte
	Euroclear
	Excused

	
	XS
	Mr
	Eric
	Marega
	Euroclear
	a

	
	ZA
	Mr
	Sanjeev
	Jayram
	First National Bank
	a

	
	ZA
	Mr
	Dale
	Van Rayne
	First National Bank
	Excused

	
	ZA
	Mr
	Yusuf
	Basha
	First National Bank
	Excused

	
	ZA
	Mr
	Riian 
	de Klerk
	First National Bank
	a




The CA SMPG Tax sub-group was happy to welcome Catarina Marques (LU representative in the CA SMPG) who exceptionally joined the Tax sub-group for the February session in order to present the topic CA 465 related to TREC event in the EIG Matrix.

The group was also informed that Thomas Rockstroh, moving to new responsibilities within Clearstream Germany won’t be able to attend the CA SMPG Tax sub-group any longer.
[bookmark: OLE_LINK5][bookmark: OLE_LINK8][bookmark: _Toc68027198]Approval of December 2020 minutes call
December Minutes approved
[bookmark: _Toc68027199]CA 465 - Add VOLU to TREC in EIG+
February 2021 call:
Catarina explained to the group, the background of the discussion related to the TREC event that needs to be added in the EIG Matrix as a Voluntary event.
It refers to the Market Practice prepared by Mari on the Tax breakdown (see CA 449). More particularly, it is linked to the scenario 2 of the Tax refund case.
We are in the situation of an omnibus account and the account servicer providing as many CASH options as the tax rates that can be used to pay the refund (e.g. statutory rate, DTT rates, etc).

Some points have been confirmed during the discussion.
The answer via an MT565 is driven via an SLA
All details related to the initial Dividend event (DVCA) are not due to be copied in the TREC event. 
It is managed via the linkage field in the TREC event referring to the initial DVCA.
A validation of elements present in the MT565 may result into a possible MT567 to reject the breakdown instruction when it is wrong.
The initial proposal was with the following data:
Option = CASH
Date = Pay date (PAYD) – Mandatory
Rate = Reclaim of Taxes Rate (TRXC) – Mandatory

During the discussion within the group, it appeared that there was no deadline or response period indicated.
Finally the group agreed to add the Expiry Date (EXPI) as optional data.
Please see below, the extract of the EIG Matrix related to the proposal for TREC - Voluntary
[image: ]

December 2020 call:
Topic also pending on the CA SMPG. JP will double check with Catarina.
October 2020 call:
Since Catarina Marques, from Clearstream Luxembourg, cannot attend the SMPG meeting end of September, the discussion of this topic was postponed to the next Tax SG call on October 22 or the next SMPG CA WG call in November.
Unfortunately, JP didn’t have the opportunity to liaise with Catarina Marques on this topic.

Action: 
Catarina and JP will share the above proposal with the CA SMPG for validation.


[bookmark: _Toc68027200]Tax “Refunds” in the Opposite Direction.

February 2021 call:
Topic on hold. 
JP would like to check again with Mari and get any potential feedback related to the UK Market.

December 2020 call:
The subject was not discussed in the UK Market yet.
Nevertheless, 2 scenarios were highlighted during the call:
- scenario 1 = when the Custodian is also a withholding Tax agent. In this case, there is a payment to Tax Authorities so if there is a change in the withholding tax, it is reversed from Tax Authorities to the custodian. In such a case, a cancel / replace is necessary.
- scenario 2 = quick refund (e.g. Belgium, Spain). In this case, the issuer is used to request specific documentation. So in our case, it means that the complete documentation was received after the initial payment. Here, the event which is used is a TREC (with the rate qualifier TXRC) and not the initial DVCA.
As a conclusion, the group still has an issue between ‘posting’ and ‘not posting’ case. If the withholding tax has been posted, then it can’t be anything else than a cancel / replace.
More generally speaking, and despite of the fact that Robin Leary already provided some examples, there is no specific NMPG request raised on this topic so it would be preferable to have first some NMPGs feedbacks and / or a specific request from a Market where there is this issue.

October 2020 call:
Final decision to take on this topic
Jacques also raised the fact that this topic has no number assigned for the follow-up.
It has been agreed during the call that if the topic is maintained, a number will be assigned, if removed, no more need for a number.
Mari suggested to see if some additional examples could be found in some other Markets and this case will also be shared within the UK Market.

June 2020 call:
Further to Robin Leary’s previous presentation in April, some additional comments were raised during the June call:
Liz confirmed that her preference is a Cancel / Replace process via MT566
Sanjeev explained that the context was understood but it should be considered as an adjustment of an incorrect initial posting
Finally, Mari suggested to see if some additional examples could be find in some other Markets and this case will also be shared within the UK Market.

April 2020 call: 
The call started by a presentation by Robin Leary of the business case related to the so called topic ‘Tax ‘’refunds’’ in the opposite direction’.
To help discussions, some additional examples were provided by Robin. Please see below:
‘’It’s kind of a reverse of the tax refund. Instead of crediting an amount because too much tax was paid, this is debiting because too little tax was paid.

The way we’ve looked to do it is as a tax refund but with a debit CASHMOVE and a negative TRXC rate (instead of a positive one you’d normally see with the refund).
The following example is from an UAT environment with GBP element but the case is related to Japan and LATAM countries.’’

Scenario:
Original WTH rate =                         10%
Original Local rate =                        30%
Gross Dividend =                              GBP 2.18                            
WTH Tax =                                           GBP 0.22                            
Net Received =                                  GBP 1.96                            
Local Tax =                                          GBP 0.65                            
Net Dividend =                                  GBP 1.31                            

Replacement WTH rate =              50%
Replacement Local rate =              5%
Tax Reclaim rate =                           (-)15% (i.e. 10%-50%+30%-5%)
Tax Reclaim amount (Debit) =     GBP 0.33

Tax Refund MT564 Entitlement Notification:
:16R:GENL                                                                      
 :20C::CORP//39931900300                                                        
 :20C::SEME//39931900304/001                                                    
 :23G:NEWM                                                                      
 :22F::CAEV//DVCA                                                               
 :22F::CAMV//VOLU                                                               
 :98C::PREP//20191122074727                                                     
 :25D::PROC//ENTL                                                               
 :16R:LINK                                                                      
 :13A::LINK//566                                                                
 :20C::PREV//39931900301/003                                                    
 :16S:LINK                                                                      
 :16S:GENL                                                                      
 :16R:USECU                                                                     
 :35B:ISIN GB00B0FYMT95                                                         
 HELICAL PLC           
ORD GBP0.01                                                                    
 :16R:FIA                                                                       
 :94B::PLIS//EXCH/XLON                                                          
 :22F::MICO//OTHR                                                               
 :16S:FIA                                                                       
 :16R:ACCTINFO                                                                  
 :97A::SAFE//6000000000                                                         
 :93B::ELIG//UNIT/150000,                                                       
 :93B::INBA//UNIT/0,                                                            
 :93B::UNBA//UNIT/150000,                                                       
 :16S:ACCTINFO                                                                  
 :16S:USECU                                                                     
 :16R:CADETL                                                                    
 :98A::RDTE//20190131                                                           
 :98A::XDTE//20190131                                                           
 :92F::INTR//GBP14,5                                                            
:22F::ADDB//CAPA                                                               
 :22F::ADDB//TAXR                                                               
 :16S:CADETL                                                                    
 :16R:CAOPTN                                                                    
 :13A::CAON//001                                                                
 :22F::CAOP//CASH                                                               
 :11A::OPTN//GBP                                                                
 :17B::DFLT//Y                                                                  
 :98B::RDDT//UKWN                                                               
 :16R:CASHMOVE                                                                  
 :22H::CRDB//DEBT                                                               
 :97A::CASH//00000012345678                                                    
 :19B::GRSS//GBP0,33                                                            
 :19B::TXRC//GBP0,33                                                            
 :19B::ENTL//GBP0,33                                                            
 :98A::PAYD//20190131                                                                                                          
:92A::TXRC//N15,                                                               
 :16S:CASHMOVE                                                                  
 :16S:CAOPTN                                                                    
 :16R:ADDINFO                                                                   
 :70E::ADTX//TEST  6                                                            
 :95P::MEOR//CITIGB2L                                                           
 :16S:ADDINFO                                                                   
                                                                              
Tax Refund MT566 Confirmation:
:16R:GENL                                                                      
 :20C::CORP//39931900300                                                        
 :20C::SEME//39931900304/002                                                    
 :23G:NEWM                                                                      
 :22F::CAEV//INTR                                                               
 :98C::PREP//20191122074727                                                     
 :16R:LINK                                                                      
 :13A::LINK//564                                                                
 :20C::PREV//39931900304/001                                                    
 :16S:LINK                                                                      
 :16S:GENL                                                                      
 :16R:USECU                                                                     
 :97A::SAFE//6000000000                                                     
 :35B:ISIN GB00B0FYMT95                                                         
 HELICAL PLC                                                                    
 ORD GBP0.01                                                                    
:16R:FIA                                                                       
 :94B::PLIS//EXCH/XLON                                                          
 :22F::MICO//OTHR                                                               
 :16S:FIA                                                                       
 :93B::ELIG//UNIT/150000,                                                       
 :93B::CONB//UNIT/150000,                                                       
 :16S:USECU                                                                     
 :16R:CADETL                                                                    
 :98A::RDTE//20190131                                                           
 :98A::XDTE//20190131                                                           
 :22F::ADDB//TAXR                                                               
 :16S:CADETL                                                                    
 :16R:CACONF                                                                    
 :13A::CAON//001                                                                
 :22F::CAOP//CASH                                                               
 :16R:CASHMOVE                                                                  
:22H::CRDB//DEBT                                                               
 :97A::CASH//00000012345678                                                    
 :19B::GRSS//GBP0,33                                                            
 :19B::TXRC//GBP0,33                                                            
 :19B::NETT//GBP0,33                                                            
 :19B::PSTA//GBP0,33                                                            
 :98A::POST//20191115                                                           
 :98A::VALU//20191115                                                           
 :98A::PAYD//20190131                                                           
 :92A::TXRC//N15,                                                               
 :92F::INTP//GBP14,5                                                            
 :16S:CASHMOVE                                                                  
 :16S:CACONF                                                                    
 :16R:ADDINFO                                                                   
 :95P::MEOR//CITIGB2L                                                           
 :16S:ADDINFO          

Discussion during April 2020 call:

People need to disregard the split between INBA / UNBA balances. UNBA balance is only due to test environment so not a key point in the example provided.
The first point raised to Robin by the tax subgroup was this issue related to the Cancel / Replace process not applied in the proposed scenario.

In the different / comments questions:

Is it an internal adjustment or related to a Market adjustment? If it is a Market adjustment, then it can’t be something else than a cancel / replace. Furthermore, knowing that additional cash will come in relation to the Tax Reclaim, it is difficult to identify the exact Tax rate without a cancel / replace. The original local rate needs to be known.
Even if the rationale is clearly understood, the IT systems are not built for negative Tax rates. 
It may create a potential issue in the reconciliation process.
.
Robin explained that the reason why the cancel / replace was not envisaged is due to the fact that here we are in the case of a first booking / posting followed by a second booking /posting.
Today, there are no messaging related to this case, the information is only sent via email. 
It is the aim of this proposal to migrate into a SWIFT based format 
Mari highlighted the fact that we need to pay attention on countries where there is a Tax Credit process.

If the solution proposed by Robin is accepted, the group confirmed the need of a clear definition and process knowing that the 2 following cases need to be taken into consideration:
a/ Markets with a standard Tax reclaim process
b/ Markets where a quick refund is applied. It is a practice in some Markets to credit the difference. Example of the QI certification: first, the account may be taxed at 30pct and when the certification is provided a credit of 15pct is posted back.
In addition to the US, in some countries such as Italy or France, when the required documentation is received, the local custodian being also a Tax agent can adjust the original rate.
Regarding the second event (the adjustment), should it be under the same Corporate Actions event (i.e. DVCA as in the example provided by Robin) or rather a TREC (long definition = event related to Tax Reclaim activities)?
It appears that there is a need for a common example that could cover all cases. Some additional examples related to different Markets will be also welcome.
As a conclusion, if the Tax sub-group agrees on the proposal, the only impact would be to change the current TXRC definition in the SWIFT standards.
Current TXRC definition:
	TXRC
	Reclaim of Taxes
	Amount that was paid in excess of actual tax obligation and was reclaimed.



 *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  *  

February 2020 call: No progress. JP will double check if the topic is still open

Comments / additional questions during December 2019 call:
Is the case similar to Tax adjustment as for QI in the US ?
We need to clarify if it is related to a payment adjustment or refund because refund may implies other concerns such as tax collection to Tax authorities
Are we in a Quick refund scenario ? but what could be the added value compared to a cancel / replace ?
Similarly to the above question, is it rather an adjustment on the income payment or an adjustment on the taxation part (Tax reclaim itself) ? 
Sanjeev will check how it works in South Africa because this case seems to remind him a similar scenario in the South African Market.
In addition, Daniel sent also some comments by email:
To me, if the tax rate of a payment has been wrong, this is totally different than a tax reclaim.
An incorrect payment calls for a reversal and corrected payment.
A Tax Reclaim is generally initiated by the investor on a case-by-case basis; sometimes it is based on a standing instruction.
A correction of the tax rate as a tax credit would generally not be processed as a tax reclaim credit.
Similarly, a correction of the tax rate as a debit should also not be processed as a reverse tax reclaim.
If the tax rate or the taxable amount was incorrect, a new MT564 should be sent, correcting the previous announcement. Many actors would not expect to receive an MT564 with corrections of event data once the event has been processed. The only case where 564s should follow 566s would be Market Claims and these messages should not be used to amend important event data.
The majority of actors would therefor expect the MT566 to be reversed before receiving an MT564 with corrected event data fields.
Therefore, the tax should not be corrected by merely posting a tax reclaim to pay the tax difference amount, but as a reversal and corrected new posting.


Discussion during October 2019 call: 
The group was wondering why the process was not proposed or managed via a Cancel / Replace? Referring to the example: 'Tax applied was 15% and it should have been 20%',
1. Is the need only to communicate the difference between the two tax rates / amounts applied
or
2. Is there any posting adjustment on client account?
Nevertheless, in both cases, the group would recommend a Cancel / Replace process.
JP will come back to the requestor in order to get some more documents or Market examples on this case in order to clarify the business scenario.
The group also asked how often this case appears?
Action: 
Topic on hold.
Participants are still required to investigate on a similar scenario outside the UK knowing that this case is due to be discussed within the UK Market.


[bookmark: _Toc68027201]CA 438 Review GMP1 section 3.14 - (Movement Sequence & Tax Rates)
February 2021 call:
JP shared with the group the current definition of the section 3.14. Please see below.

3.14 Movement Sequence Usage in the MT564 
All prices and rates are to be included at the relevant movement level (sequences E1/E2), not the option level (E). The only exception to this rule is when there will be no corresponding movement for the rate/price, at any time in the event. In this case, the rate/price can be included in sequence E. If the rate/price cannot be included in sequence E due to standards reasons, it must be included in the “Additional Text” element [seq. E or F - :70a::ADTX <> E or F / AdditionalInformation / AdditionalText]. 
When multiple prices/fees and rates are announced for an option, each should be specified within its own movement sequence. An exception is use of ”Interest Rate Used For Payment”, ”Gross Dividend Rate” and “Net Dividend Rate”, and the applicable tax rates (for instance. ”Withholding Tax Rate”), when several rates can be included in the same movement sequence. 
The Notification message should accurately reflect the projected movements on the cash/securities account, per option. If an option is included in the Notification with two cash movements and one securities movement, the Movement Confirmation message sent for that option should also include two cash movements and one securities movement. (Please note that these movements can be sent in separate Movement Confirmation messages.) See also section 6.10.

As per the original comments related to this topic, JP proposed to remove the part (highlighted above in yellow). Nevertheless, it appears that WITL is still repeatable.
Consequently, JP will double check with Mari and Christine, co-chairs of the CA SMPG what was the initial issue regarding the wording of this section 3.14

June 2020 / October / December call: no progress.
JP will share with the group the current version of the GMP for further discussion.

April 2020 call: still no progress and unfortunately impossible to be covered during the global SMPG due to the special circumstances and limited attendance physically present in South Africa

February 2020 call:
No progress on that topic. To see if it could be discussed during SMPG in South Africa

Comment during December 2019 call:
Mari explained the case where one dividend could have different tax rates applied and according to the issuer, announced in two separate events.
In the UK Market, it appears that there is one event for the normal dividend and a second event announced with property rate
In other Markets: there are also some cases with multiple components on the distribution so tax rates were repeatable which is no longer the case. 
Urban explained that the scenario is not necessarily applicable for Nordics
Alexander and Eric, from their ICSD perspective pointed out that it could relate to some few Markets and some specific instruments… but breaking the STP due to a specific case and specific Market practice.
Sanjeev also identified a similar scenario for South Africa and will provide an example

Comment received by email from South Africa prior to October 2019 call:

“Ideally each distribution (component) should be communicated in its own movement and we are not aware of instances where a distribution may be subject to more than 2 withholding taxes, i.e. as announced by the issuer and the local. We acknowledge though that a distribution may be subject to multiple taxes, e.g. withholding, capital, income, transfer tax, etc. Furthermore, we’re of opinion that blended rates (made up of 2 or more rates) do not provide the required clarity and therefore we should encourage that each component should be communicated as a separate movement. The use of blended rates could then be considered for a specific market practice, i.e. only for that particular market.”
Input from Frankfurt April 2019 SMPG meeting discussions:
Mari described the background. 
Different component of income distribution should have the relevant tax rate in the same cash movement block as per section 3.14 MP. However, it is no longer fully possible to follow section 3.14 after CR1294 in SR2018 stopped TAXR and WITL tax rates from being repeated.
It’s no longer possible to have several rates repeated in the subsequence so the market practice is no longer correct. 
Dividend, real estate, capital return should be in different movement sub-sequences with the applicable tax rates.  If you have the same tax rate then it’s ok to show all income in one subsequence.
Action: 
Topic on hold.
JP to review with Mari and Christine the initial issue related to the wording of section 3.14

[bookmark: _Toc68027202]CA 449 New MP for the usage of TAXR in Instruction (SR2020 - CR1551)
[bookmark: _GoBack]February 2021 call:
The Market Practice proposed by Mari has been approved by the CA SMPG.
Topic closed

December 2020 call: 
Mari amended / will amend the document according to comments received from Sanjeev (ZA) and Veronique (BE).
Mari will share again the document with the CA SMPG and unless, any additional new comments, the document will be considered as validated.



	

Knowing that this document covers DVCA and INTR events, the next step will be to analyse the DVOP (excluding the French DVOP case which is French specific).

October 2020 call: 
a new version – including Sanjeev’s comments – was shared with the CA SMPG Working Group during the virtual global SMPG session
Mari will update the document accordingly and a final feedback has been requested from all NMPGs. 


June 2020 call
The group reviewed the last version of the documents prepared by Mari


[bookmark: _MON_1647692950]
1 - Relief At Source document:
As indicated in the document, the Option 1 is the recommended one, nevertheless if we mention option 1 as our preference, a client may ask to its service provider to use the scenario 1 so we need to be careful on the wording. We can say that the scenario 1 is the preferred one but the scenario 2 is still accepted
Regarding Mari’s question on page 5 of the document: ‘’Do we need a market deadline or a RDDT is enough?’’, the group agreed that the Market Deadline can’t be used at all because the event is not announced by the issuer

Regarding Mari’s question on page 7 of the document: 
“”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:
•	either one MT566 per tax rate, or
•	one MT566 with repeating movements, one movement per tax rate.””,
The Nordics are rather on choice 1.
Another feedback was received from Mari outside the call for choice 2
Liz considered that the US would be rather on the second choice. To be confirmed
N/A for South Africa
Alexander explained that Clearstream has both scenarios depending on the Market
Scenario 2 description is ok for the group.
2 – Quick refund document
The scenario is on a quick refund but when some players would ask for a preliminary breakdown (Spain? Belgium?)
Ilyas explained that he never heard about a breakdown requested before the quick refund so if it is the case, so maybe that a file is used for the moment.

April 2020 call:
Mari confirmed during the call that there is an need for some additional examples related to the Tax refund scenario. An additional document will be shared by Mari with the group as soon as it is completed.
It has been also decided to launch a Change Request for SR 2021 in accordance to the proposed Market Practice.

February 2020 call:
Mari presented the draft Market Practice she prepared

Discussion during the call:
- regarding the part ‘The WTRC event will have a NOAC and a OTHR option to request the tax rates to be used to pay the income proceeds (e.g. statutory rate, DTT rates, etc)’, The group discussed on the fact that option CASH is not proposed. Knowing that there is no Cash movement, it is agreed that a CASH option would be confusing (similarly to a Disclosure request, for example).
Consequently, should we ask for a new option code to be created only for this event? SG, XS and FR would be OK for the creation of a new code.
- Discussion on COAF: WTRC is only a service provider event so it should be without COAF and linked to the original DVCA/INTR. The response deadline date needs to be before the Pay-date of the DVCA/INTR event.  

In scenario 2, MT564 DVCA/INTR CHOS: the only difference between all options should be the Tax rate.
During the call, SE, XS and ZA confirmed that they are in favour of scenario 1.

In addition to the above, Thomas (Rockstroh) provided also by email the following feedback from Germany:
“We don’t have really a relief at source in German market. We have since 2018 a tax reduction process on paying agent level only for certified investment funds. 
It is more or less a transfer or responsibilities of standard refund from central tax office to paying agent (tax agent) with limitation of time period 18 month after RD of the income event. Afterwards Fund Company must contact central tax office in Germany to start DTT tax reclaim (statutory deadline 4 years).  
Based on the required information’s each Custodian including CSDs collect the information regarding the German InvStG tax reduction on different ways. 
For real RAS markets and RAS process we prefer scenario 1.”

Mari also started to work on the other Markets (eg. Austria, Belgium, Switzerland, …) where Relief at Source is not applicable.
In such a case, TREC event will be used instead of WTRC and in scenario 2, it will be TREC with multiple options.

Comments during December call:
Mari and JP explained the background related to the SR2020 Change Request only focused on the MT565 and the link with the previous analysis and discussion on the certification processing flow: Scenario 1 – Scenario 2 on MT564.
The majority of current participants of the Tax sub-group were not involved in the initial discussion related to the MT564 and would be happy to re-visit the case.
Comment during October call:
The next SR 2020 will allow usage of the qualifier TAXR in sequence C (BENODET) of the MT 565.
As stated in the MWG minutes: The usage of the TAXR rates in the MT565 would be for specific use cases and it should not be used directly with income MAND event but rather in the context of WTRC events linked to mandatory income events.
Action: 
Topic closed

[bookmark: _Toc54174703][bookmark: _Toc68027203]CA470 DVOP - How Best to Reflect Tax and CINL on DVOP
February 2021 call:
First feedback within the group is that the PRPP being a Market information, it would be better to manage it as a general data and not a net calculated amount after tax being applied.

Input from Randi Hattens (Danish Market) during the global SMPG meeting end of September 2020:


The event template R/M/O (Repetitive / Mandatory / Optional) should be aligned with the EIG+.
During, the global SMPG, the Tax Sub-Group volunteered to work on how to best format the SECU option details.

Action: 
The Tax sub-group members are requested to provide additional feedback on this case. 
In the meantime, JP will liaise with Randi to get more details on this topic 
[bookmark: _Toc68027204]Market updates
Attached the follow up file covering the different Market initiatives. 


Below an extract of this file limited to open topics
[image: ]
During the February call, Eric shared with the group the information related to the new taxation in Belgium based on securities account holdings.
Ilyas raised the fact that there are still some on-going discussions for an FTT across Europe.
A point has been also raised regarding CSDR and Tax on flows.

[bookmark: _Toc68027205]Tax payments related to trade activity (i.e. Stamp Duty, VAT, FTT, Cap Gain Tax, etc.)  
February 2021 call: 
Knowing that this topic is on hold for a while, Liz would be happy if the subject could be re-open, discussed and investigated again


Input from Brussels September 2019 SMPG meeting discussions:
Mari and Christine, as co-chairs of the CA SMPG met co-chairs of the Settlement & Reconciliation Working Group. Topic on hold for the Tax sub-group for the moment.
Comments during June 13th  2019 call:
During the physical SMPG meeting in April, the subject has been shared between both co-chairs from Corporate Actions and Settlement/Reconciliation working groups.
BBH is requested to write a white paper to explain the different scenarios and requirements
Attention point raised on Capital gain Tax: different methods depending on the country eg: Thailand vs Indonesia pre-settlement vs post settlement
During June 13th call, Eric suggested that a good example could be the taxation related to section 305C ; US domestic deemed dividend 

Comments during March 28th 2019 call:
The US Market added some few bullets for this topic
- Specific trade transactions in a subset of markets are subject to certain taxes (e.g. Stamp duties, Transaction Tax, CGT).  Custodians and sub custodians are often times in the “middle” of the process to ultimately effect payment.  
- Client behavior and sub custodian practices aren’t consistent and the process is bifurcated. There is lack of visibility regarding end-to-end oversight of transactions from sub to custodian and down to Beneficial owner for transactions that are subject to these taxes; Process historically has been isolated to cash debit and manual in most banks 
- There is limited ability to track,  validate and ensure payments have been processed.  Multiple touch points within banks to determine if payments are processed
- BBH has proposed to the SMPG tax sub group to consider building a swift payment (Transaction tax debit) to allow for more transparency, controlled environment and streamlined process. 
- Other participants in this call should engage internally to seek out what the current process is and consider if the new tax debit message would be helpful 
Topic raised in January 2019 as follows:
The US Market raised a new subject to discuss / investigate within the Tax sub-group: taxation that relates to Securities settlement activity.
Jean-Pierre highlights that, in France, when the Financial Transactions Tax (FTT) has been implemented the Market Practice was jointly established between the Settlement / Reconciliation NMPG and the Corporate Actions NMPG. 
Consequently, we’ll have to pay attention to the fact that, depending on the subject we’ll discuss, 
we’ll have to include the Settlement / Reconciliation group in these discussions. 
Action: 
JP will investigate on what could be feasible, and how, in order to re-open this topic.


[bookmark: _Toc68027206]Next Conference Calls

Next calls scheduled for 2021: 22nd April, 24th June (call from 2:00 to 3:30 pm Paris time)



------------------------  End of the Meeting Minutes  -----------------
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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 omnibus accountOSA, 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 missing incorrect.

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 not aligned to the documentation in place incorrect.

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 omnibus accountOSA 

		: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 – the account owner may send an MT565 per beneficial owner/tax rate or an MT565 repeating the beneficial owners in the BENODET sequence:

		: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.	Comment by Mariangela FUMAGALLI: Sorry but I don’t understand. We only have one option in this MT565 with two beneficial owners repeated in the BENODET

		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







In a full disclosure breakdown scenario, the account owner may not want to disclose beneficial owners that are taxable at statutory rate. However, to facilitate the reconciliation process, it is recommended the account owner provide an instruction for their total holding without disclosing their details, as per the below example:



		:16R:

		BENODET



		:95V::

		OWND//NONREF



		:36B::

		OWND//UNIT/2000,



		:92A::

		TAXR//26,



		: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 Tthe account servicer issues:

· 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 omnibus accountOSA, 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 missingincorrect.	Comment by Jayram, Sanjeev: Should this not be changed to “missing” 
	Comment by Mariangela FUMAGALLI: agreed

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 not aligned to the documentation in placeincorrect.	Comment by Jayram, Sanjeev: Suggest we change to “not aligned to documentation on hand/in place”. 

	Comment by Mariangela FUMAGALLI: agreed

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 opportunity 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//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:

		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//NY



		:98B::

		RDDT//ONGO



		:16R:

		CASHMOVE



		:22H::

		CRDB//CRED



		:98B::

		PAYD//ONGO



		:16S:

		CASHMOVE



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//NOAC



		:17B::

		DFLT//Y



		:98B::

		RDDT//ONGO



		:16S:

		CAOPTN



		










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

		: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 on the WTRC

		: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.	Comment by Mariangela FUMAGALLI: As above. It’s one MT565 per option with multiple BOs

		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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[External] RE: SMPG CA WG - New Tax Breakdown MP for Review

		From

		Mariangela FUMAGALLI

		To

		Peeters, Veronique

		Cc

		Alikoglu, Ilyas; Use Stijn (Belfius); LITTRE Jacques; KLAK, Jean-Pierre

		Recipients

		veronique.peeters@bnymellon.com; Ilyas.Alikoglu@bnymellon.com; STIJN.USE@belfius.be; Jacques.LITTRE@swift.com; JKLAK@statestreet.com







Hi Veronique,




 




I have provided my feedback below in pink. Please find also enclosed an updated version of the market practice that includes changes agreed below and comments/changes received from

 South Africa.




 




Regards,




Mari 











Classification: Confidential




 








[bookmark: _____replyseparator]From: Peeters, Veronique <veronique.peeters@bnymellon.com>




Sent: 19 August 2020 09:11


To: KLAK, Jean-Pierre <JKLAK@statestreet.com>; Mariangela FUMAGALLI <mariangela.fumagalli@bnpparibas.com>


Cc: Alikoglu, Ilyas <Ilyas.Alikoglu@bnymellon.com>; Use Stijn (Belfius) <STIJN.USE@belfius.be>


Subject: FW: SMPG CA WG - New Tax Breakdown MP for Review










 




Hello JP, Mari,




 




Here is the feedback from Belfius.




 




Best regards




Véronique




 






Véronique Peeters




BNY Mellon




Project Manager I Asset Servicing




46 Rue Montoyerstraat I Brussels 1000 I Belgium




T 322 545 8411 I M 32 473 840122




veronique.peeters@bnymellon.com




www.bnymellon.com




This message is confidential.







 








From: Use Stijn (Belfius) <STIJN.USE@belfius.be>




Sent: Tuesday, August 18, 2020 1:29 PM


To: Peeters, Veronique <veronique.peeters@bnymellon.com>


Cc: Groeninck Kathy (Belfius) <Kathy.Groeninck@belfius.be>


Subject: RE: SMPG CA WG - New Tax Breakdown MP for Review










 




Dear Ms Peeters,




 




I’ve reviewed the document. Below you’ll find some remarks.




If you have any need of clarification, don’t hesitate in contacting me.




 




Regards,




 




Stijn Use |

Head of Income, Redemptions & Tax

|

Customer Transaction Services – Securities & Financial Markets
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Remarks:






1.      

The meaning of Omnibus Segregated Accounts is not clear. Normally an account is opened as omnibus if it contains different types of underlying clients with different tax percentages. Clients

 with the same tax percentages can be pooled on a segregated account. With OSA I understand that both types of account are in scope for breakdown instructions. However a segregated account on behalf of one specific client should be out-of-scope if a standard

 tax instruction is present. OSA is the terminology often used by ESMA to indicate omnibus accounts. However, to avoid confusion, I agree to only refer to omnibus accounts.






2.      

The different update statuses TAXI, TAXM and TAXN are not clear. Is it possible to provide an example ?

I have amended the proposed market practice following suggestion from South Africa. I hope it’s clearer now.






3.      

For Relief at Source






a.      

I understand that in the first scenario the MT564 WTRC doesn’t provide an overview of the different tax percentages possible for this event via the qualifier OTHR. Is this correct ?

That’s correct. There is no reference to the rates as the intermediary receiving the message should know all rates applicable to that security based on the type of investors it has in its account(s).






b.      

I have the impression that the MT565 in the first scenario is for the total eligible position. This could only be the case for certain segregated accounts. For omnibus accounts we can never

 instruct for clients that cannot apply for a relief (hence no disclosure). Hereby the total instructed will be lower that the total eligible. Do you confirm ?

That’s correct. In this example, we only provided details of two beneficial owners but in a “real life” example, there will be several beneficial owners with their rates and then the rest will default to the maximum

 rate. To facilitate the reconciliation process at the account servicer, I think it would be beneficial if an instruction is still sent for the maximum/statutory rate without indicate the details of the beneficial owner. I have added a paragraph in the MP.








c.      

The MT565 must contain all the different beneficial owners with the risk that if one fails due to a missing certificate of residence, the whole instruction will be rejected. This would

 raise the risk significantly. We prefer a separate MT565 instruction per beneficial owner as mentioned in scenario 2. Due to the high volumes is would be difficult to regenerate the MT565 by an end-user. Do you confirm that individual MT565-instructions will

 not be possible in scenario 1 but only in scenario 2 ? Individual instructions are possible in scenario 1 too. I have added a note about it.






d.      

In scenario 2 it is not clear how the tax-options will interact with the cash and/or security options that are linked to Voluntary Events and Mandatory Events with options. Is it possible

 to provide an example ? The same issue arises with the different deadlines. 

This market practice only refer to mandatory events (DVCA or INTR). We are going to work on a market practice for more complex events next year.






4.      

For Tax Refund






a.      

It is not clear why a MT564 TREC needs to be MAND. A MT564 TREC as VOLU would be more logical.

Agreed.






b.      

Why will a MT564 be send to all the client account and the MT564 WTRC only to the OSA-accounts ? What will be the difference in range ?

Because the breakdown is only needed for omnibus accounts.






c.      

A tax refund doesn’t need to be executed immediately for different clients. How will the eligible position be updates if in year 1 we do an refund and in year 2 another. I hereby suppose

 that the eligible position will be the position still open for tax reclaim. Is this correct ?

The eligible position is the one for which the reclaim opportunity is still open






d.      

For the moment little MT565 are send for Refund as in most cases a paper document needs to be send. How will this interact with this paper flux ?

Agreed. The MT flow cannot replace the paper flow but it can help to announce the reclaim opportunity and then to process the payment.






5.      

Interaction between regimes






a.      

Different countries offer not only 1 refund possibility but multiple: Relief at Source, followed by Quick Refund, followed by Standard Refund. I suppose that there will be a swift at the

 beginning of each period with the RDDT as ultimate date. Is this correct ? 

Correct.




 




 




 








From: Peeters, Veronique [mailto:veronique.peeters@bnymellon.com]




Sent: dinsdag 11 augustus 2020 17:56


Subject: FW: SMPG CA WG - New Tax Breakdown MP for Review










 




Be aware | external email





 




Hello,




 




Please find the SMPG new tax breakdown market practice.




Please revert back if you have comments or questions,




 




Thanks,




Véronique




 






Véronique Peeters




BNY Mellon




Project Manager I Asset Servicing




46 Rue Montoyerstraat I Brussels 1000 I Belgium




T 322 545 8411 I M 32 473 840122




veronique.peeters@bnymellon.com




www.bnymellon.com




This message is confidential.







 








From: LITTRE Jacques <Jacques.LITTRE@swift.com>




Sent: Tuesday, August 11, 2020 5:46 PM


To: Aidan Devaney (MDPUG) <Aidan.Devaney@theice.com>; Ajay B Amin (IN) <ajay.b.amin@jpmorgan.com>; Alexander Wathne (NO) <Alexander.Wathne@nordea.com>;

 Amra Besic Pedersen (DK) <amb@vp.dk>; Angel Sirvent Canton (ES) <angel.sirvent-canton@db.com>; Angela Katopodi (GR) <akatopodi@eurobank.gr>;

 Angelika Loch (AT) <Angelika.Loch@unicreditgroup.at>; 'anja.traeger@db.com' <anja.traeger@db.com>; Annemie Loose (Annemie.loose@euroclear.com)

 <Annemie.loose@euroclear.com>; Ashraf Stemmet (ZA) <AshrafS@jse.co.za>; ATTILIO Marco <Marco.ATTILIO@swift.com>; 'Ben.van.der.velpen@mail.ing.nl';

 BONIVER Charles-Raymond <Charles-Raymond.BONIVER@swift.com>; Carine Wiener-Perlmuter (IL) <Carine.Wiener-Perlmuter@BankLeumi.co.il>; Catarina

 Marques (LU) <catarina.marques@clearstream.com>; Christian Pinetz (AT) <christian.pinetz@oekb.at>; 'christine.strandberg@seb.se'; Cinta Cristobal (ES) <cinta.cristobal@bbva.com>;

 Cowin, Cairbre (RBC Dexia IS) <cairbre.cowin@rbcdexia-is.com>; 'cr@vp.dk'; MyStandards - Daniel SCHAEFER <Daniel.Schaefer@hsbc.de>; Deantoni Paola Maria <Paola.Deantoni@sgss.socgen.it>;

 DERIDDER Karin <Karin.DERIDDER@swift.com>; Diego Garcia (SP) <diego.garcia@db.com>; Doina Achimescu (RO) <doina.achimescu@roclear.ro>;

 Elena Solovyeva (RU) <elena.solovyeva@swift-russia.ru>; Eleni Efthimiou (eefth@nbg.gr) <eefth@nbg.gr>; Emre Cebeci (TR) <emre.cebeci@mkk.com.tr>;

 Faizel Chopdat (ZA) <Faizel.Chopdat@standardbank.co.za>; FOO Cindy <Cindy.FOO@swift.com>; Fullam, Paul (Paul.Fullam@fisglobal.com)

 <Paul.Fullam@fisglobal.com>; Ganesh Varadarajan <ganeshv@strate.co.za>; GILAD.GRAYEVSKY (IL) <GILAD.GRAYEVSKY@BankLeumi.co.il>;

 GOH Magdalene <Magdalene.GOH@swift.com>; Gregory Naicker <gregoryn@strate.co.za>; Guenter Bauer (AT) <guenter.bauer1@unicreditgroup.at>;

 Hendrik Melchior (DE) <HMelchior@StateStreet.com>; Hiroshi Arakawa (JP) <hiroshi.arakawa@mizuho-bk.co.jp>;

ho-siew-wai@ambankgroup.com; 'Iann Seymour Smith' <ianns@strate.co.za>; Ito Hideki (JP) (hideki.ito@mizuho-bk.co.jp) <hideki.ito@mizuho-bk.co.jp>;

 James Mullens (HK) <james.mullens@nomura.com>; Jan Huiting <Jan.Huiting@ingbank.com>; Jan-Paul Lambotte (EOC) <JEAN-PAUL.LAMBOTTE@Euroclear.com>;

 Jean-Pierre Klak (jklak@statestreet.com) <jklak@statestreet.com>; 'Joao Liborio' <joao.liborio@cgd.pt>; Jolanta Kocialkowska (PL)

 <jolanta.kocialkowska@kdpw.pl>; Juan Mariano (AR) <jmariano@cajval.sba.com.ar>; Jyi-Chen Chueh (SG) <Jyi-Chen.Chueh@sc.com>;

 Karin Wachter <Karin.Wachter@unicreditgroup.at>; 'karla.k.mckenna@citi.com' <karla.k.mckenna@citi.com>; Kazunori Arata (JP) <kazunori.arata@mizuho-bk.co.jp>;

 Kyoungmee Jeong (KR) <kmjung@ksd.or.kr>; Laura Fuller <Laura.Fuller@telekurs.com>; Layla Lee (KR) <Layla.HJ.Lee@sc.com>; Leszek Kolakowski

 (PL) <leszek.kolakowski@kdpw.pl>; Liat Peerdan (IL) <liat.peerdan@bankleumi.co.il>; 'lpaiva@cblc.com.br' <lpaiva@cblc.com.br>;

 LU Mabel <Mabel.LU@swift.com>; Mariangela Fumagalli <mariangela.fumagalli@uk.bnpparibas.com>; Matthew Middleton <MMiddleton@londonstockexchange.com>;

 Matthew Schill <mschill@dtcc.com>; MEHTA Anik <Anik.MEHTA@swift.com>; Michael Blumer (CH) <michael.blumer@credit-suisse.com>;

 Michal Krystkiewicz (PL) <michal.krystkiewicz@kdpw.pl>; MORIOKA Mieko <mieko.morioka@swift.com>; Mr. Sambit Joshi (IN) <sambit.joshi@citi.com>;

 Msantos.gruposantander.com <Msantos@gruposantander.com>;

mwilk@cblc.com.br; Nicholas Ng (MY) <nicholas@paynet.my>; Nimit Jain (SG) <Nimit.Jain@sungard.com>; Nita David (ZA) <NitaD@strate.co.za>;

 'olivier.debruyn@kbc.be' <olivier.debruyn@kbc.be>; Ozgur Uysal (TR) <ozgur.uysal@mkk.com.tr>; Peter Hinds <Peter.Hinds@interactivedata.com>;

 Randi Marie Hattens (DK) <rha@vp.dk>; Reto Baumgartner (CH) <reto.baumgartner@credit-suisse.com>; Robin Leary (robin.leary@citi.com)

 <robin.leary@citi.com>; Rock Sketa (SI) <rsketa@kdd.si>; Rumiko Otani (rumiko.otani@itau.com.br) <rumiko.otani@itau.com.br>;

 Russell Bocock (UK) <Russell.M.Bocock@jpmorgan.com>; Rutter Narelle (AU) <Narelle.Rutter@asx.com.au>; Sanjeev Jayram <sanjeev.jayram@fnb.co.za>;

 'Sari Rask' <sari.rask@nordea.com>; Shosh Haimovici (Shoshie@bll.co.il) <Shoshie@bll.co.il>; Stephen Nagy (CA) <SNagy@cds.ca>;

 Steve Sloan (ssloan@dtcc.com) <ssloan@dtcc.com>; SUBRAMANIAN Ravi <Ravi.SUBRAMANIAN@swift.com>; Suemantha Dahya <suemantha.dahya@standardbank.co.za>;

 Peeters, Veronique <veronique.peeters@bnymellon.com>; Young Soo Chang (KR) <yschang@ksd.or.kr>


Subject: SMPG CA WG - New Tax Breakdown MP for Review










 




Dear SMPG CA WG members,




 




Please find attached for review the new SMPG tax breakdown MP as agreed and finalized recently by the SMPG tax subgroup for CA.




 




Could you please review the MP with your NMPG and address your comments if any in written form to

mariangela.fumagalli@bnpparibas.com,

JKLAK@statestreet.com and myself before August 31 or at the next CA WG call on September 1.




 




Thank you and best regards,




Jacques




 




Jacques Littré


SWIFT | Lead Business Analyst | Marketing -

Standards Dpt.


Tel: +32 2 655 43 35


Mob: +32 477 651 471


www.swift.com


SWIFT on LinkedIn |



SWIFT on Twitter | 

SWIFT on Facebook |  

SWIFT on YouTube







This e-mail and any attachments thereto may contain information which is confidential and/or proprietary and intended for the sole use of the recipient(s) named above. If you have received

 this e-mail in error, please immediately notify the sender and delete the mail.  Thank you for your co-operation.  SWIFT reserves the right to retain e-mail messages on its systems and, under circumstances permitted by applicable law, to monitor and intercept

 e-mail messages to and from its systems.




 







The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any information contained therein, by any other person

 is not authorized. If you are not the intended recipient please return the e-mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for viruses, we do not guarantee that either are virus-free and accept no

 liability for any damage sustained as a result of viruses. 





Please refer to 

https://clicktime.symantec.com/3JjszcGZQwrUfUAtjsk4Ygy7Vc?u=https%3A%2F%2Fdisclaimer.bnymellon.com%2Feu.htm for certain disclosures relating to European legal entities. We take our data protection and privacy responsibilities seriously and our privacy notice

 explains how we collect, use and share personal information in the course of our business activities. It can be accessed at the privacy section of



https://clicktime.symantec.com/3MBMoPxpWCpcQHDAwGn1PXC7Vc?u=www.bnymellon.com.










			

======================================================= 




This message has been analyzed by Deep Discovery Email Inspector.


















 




--------------------------------------------------------------


http://www.belfius.be/maildisclaimer.htm


--------------------------------------------------------------







The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any information contained therein, by any other person

 is not authorized. If you are not the intended recipient please return the e-mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for viruses, we do not guarantee that either are virus-free and accept no

 liability for any damage sustained as a result of viruses. 





Please refer to https://disclaimer.bnymellon.com/eu.htm for certain disclosures relating to European legal entities. We take our data protection and privacy responsibilities seriously and our privacy notice

 explains how we collect, use and share personal information in the course of our business activities. It can be accessed at the privacy section of

www.bnymellon.com.














This message and any attachments (the "message") is


intended solely for the intended addressees and is confidential. 


If you receive this message in error,or are not the intended recipient(s), 


please delete it and any copies from your systems and immediately notify


the sender. Any unauthorized view, use that does not comply with its purpose, 


dissemination or disclosure, either whole or partial, is prohibited. Since the internet 


cannot guarantee the integrity of this message which may not be reliable, BNP PARIBAS 


(and its subsidiaries) shall not be liable for the message if modified, changed or falsified. 


Do not print this message unless it is necessary, consider the environment.






----------------------------------------------------------------------------------------------------------------------------------






Ce message et toutes les pieces jointes (ci-apres le "message") 


sont etablis a l'intention exclusive de ses destinataires et sont confidentiels.


Si vous recevez ce message par erreur ou s'il ne vous est pas destine,


merci de le detruire ainsi que toute copie de votre systeme et d'en avertir


immediatement l'expediteur. Toute lecture non autorisee, toute utilisation de 


ce message qui n'est pas conforme a sa destination, toute diffusion ou toute 


publication, totale ou partielle, est interdite. L'Internet ne permettant pas d'assurer


l'integrite de ce message electronique susceptible d'alteration, BNP Paribas 


(et ses filiales) decline(nt) toute responsabilite au titre de ce message dans l'hypothese


ou il aurait ete modifie, deforme ou falsifie. 


N'imprimez ce message que si necessaire, pensez a l'environnement.
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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 omnibus accountOSA, 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.
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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 missing incorrect.


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 not aligned to the documentation in place incorrect.


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 omnibus accountOSA 


			: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 – the account owner may send an MT565 per beneficial owner/tax rate or an MT565 repeating the beneficial owners in the BENODET sequence:


			: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.	Comment by Mariangela FUMAGALLI: Sorry but I don’t understand. We only have one option in this MT565 with two beneficial owners repeated in the BENODET


			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











In a full disclosure breakdown scenario, the account owner may not want to disclose beneficial owners that are taxable at statutory rate. However, to facilitate the reconciliation process, it is recommended the account owner provide an instruction for their total holding without disclosing their details, as per the below example:





			:16R:


			BENODET





			:95V:


			OWND//NONREF





			:36B:


			OWND//UNIT/2000,





			:92A::


			TAXR//26





			: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 Tthe account servicer issues:


· 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 omnibus accountOSA, 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 missingincorrect.	Comment by Jayram, Sanjeev: Should this not be changed to “missing” 
	Comment by Mariangela FUMAGALLI: agreed


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 not aligned to the documentation in placeincorrect.	Comment by Jayram, Sanjeev: Suggest we change to “not aligned to documentation on hand/in place”. 

	Comment by Mariangela FUMAGALLI: agreed


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 opportunity 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//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:


			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//NY





			:98B::


			RDDT//ONGO





			:16R:


			CASHMOVE





			:22H::


			CRDB//CRED





			:98B::


			PAYD//ONGO





			:16S:


			CASHMOVE





			:16S:


			CAOPTN





			:16R:


			CAOPTN





			:13A::


			CAON//002





			:22F::


			CAOP//NOAC





			:17B::


			DFLT//Y





			:98B::


			RDDT//ONGO





			:16S:


			CAOPTN





			















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


			: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 on the WTRC


			: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.	Comment by Mariangela FUMAGALLI: As above. It’s one MT565 per option with multiple BOs


			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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Status: 			Final 1.0

Preparation date: 		August 2020

Update date: 		

Update. Impl. date: 	

Author: 			SMPG CA-WG




I. Introduction	4

II. Relief at source	4

III. Tax refund	12








		Changes to previous versions



		

		

		

		



		

		

		

		





[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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Based on previous discussions at the SMPG Tax Working Group, we have identified two methods 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 WTRC event, linked to the income distribution event;	Comment by Mariangela FUMAGALLI: Following the discussions during our last call, it seems that option 1 was the preferred one.
Although we know that both options are used and we will document them both, should we give a recommendation towards opt 1. 
This would ensure that anyone that want to implement this process ex-novo can do so using the preferred option.

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

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.



In some source investment countries that allow for a relief at source procedure (e.g. Italy, France, etc), 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 above:

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 option to request the tax rates to 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 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.

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.

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



		:98E::	Comment by Mariangela FUMAGALLI: Do we need a market deadline or a RDDT is enough?

		MKDT//20YY0325060000/00



		:16S:

		CAOPTN



		:16R:

		CAOPTN



		:13A::

		CAON//002



		:22F::

		CAOP//OTHR



		:17B::

		DFLT//N



		:98E::

		RDDT//20YY0324160000/00



		:98E::

		MKDT//20YY0325060000/00



		: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:	Comment by Mariangela FUMAGALLI: I suggested a proprietary code (e.g. tax ID) but LEI could also be used. Do we want to give a recommendation?
Also, as option R requires a DSS and we propose to use SMPG DSS until we put forward a change request to allow option S for OWND

		OWND/SMPG/ABC123



		: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::

		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:	Comment by Mariangela FUMAGALLI: Do we agree with this recommendation as OWND is mandatory?

		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:

· either one MT566 per tax rate, or	Comment by Mariangela FUMAGALLI: Any preference here?

· 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



		:98E::

		MKDT//20YY0325060000/00



		: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



		:98E::

		MKDT//20YY0325060000/00



		: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



		:98E::

		MKDT//20YY0325060000/00



		: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:	Comment by Mariangela FUMAGALLI: I suggested a proprietary code (e.g. tax ID) but LEI could also be used. Do we want to give a recommendation?
Also, as option R requires a DSS and we propose to use SMPG DSS until we put forward a change request to allow option S for OWND


		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.
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CA 470 Tax and CINL on DVOP.docx






CA470 - Question from Randi on DVOP (DK)



We have run into issues with our DVOP MT564, which is why we are asking you for advice on how to solve it to best meet SMPG standards.



If looking at the templates for DVOP, there is an example on how to “fill in” a DVOP with no interim securities 30. DVOP dividend option (CHOS) – no Interim Securities.

However, this example does not show 

1: CINL (if in doubt, there are other examples that cover this though)

2: how to inform clients that tax is deducted even if your choice is securities.



Furthermore, the EIG Global Grid states “DVOP without intermediate securities Include PRPP in E1, when issuer announces GRSS and PRPP for SECU instead of ADEX, but the template shows that ADEX is a mandatory field and PRPP is optional.
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Would the below scenario be the best way to inform the clients of cash being paid for their fractions keeping in mind that securities are also taxable?

Or what would be the best message to meet the standards?



I have highlighted 3 fields in red

TXAP//TXBL – is this a way to show clients that even if you choose secu you are being taxed, and the cash in lieu is also taxed?

Or should it be stated in local market practice that PRPP is net?





		:16R:CADETL



		:98A::RDTE//20190130



		:98A::XDTE//20190129



		:22F::DIVI//INTE



		:22F::ESTA//APPD



		:16S:CADETL



		:16R:CAOPTN



		:13A::CAON//001



		:22F::CAOP//CASH



		:11A::OPTN//DKK



		:17B::DFLT//Y



		:98C::MKDT//20190130175959



		:16R:CASHMOVE



		:22H::CRDB//CRED



		:98A::PAYD//20190131



		:92F::GRSS//DKK16,1



		:92A::TAXR//27,



		:16S:CASHMOVE



		:16S:CAOPTN



		:16R:CAOPTN



		:13A::CAON//002



		:22F::CAOP//SECU



		:22F::DISF//CINL



		:17B::DFLT//N



		[image: ]Totto:98C::MKDT//20190130175959



		:16R:SECMOVE



		:22H::CRDB//CRED



		:22F::TXAP//TXBL



		[image: ]:35B:ISIN DK0010251396



		JI USA Akt KL/-



		:16R:FIA



		:12C::CLAS//CEOIES



		:16S:FIA



		:22F::DISF//CINL



		:90E::PRPP//ACTU/DKK85,0827



		:92D::ADEX//1,/7,239232



		:98A::PAYD//20190131



		:16S:SECMOVE
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Should there be a scenario stating where to report the cash for fractions?
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8.4 Events with multiple proceeds =

Remark: there is no order imposed by the table below for credit and debit elements. They can appear in any
order.

In this case, the cash and securities movement sequences in the Notification message should be repeated to
indicate the Financial Instrument Identification [:35B:ISIN] for the securities movements) and the resulting
entitlement.

Scenario Option Details (E) or Cash Movement Details (E1) or Securities Movement
Details (E2) sequences.

Receive 1 new Security - Etoreport the option only.

- E1 to report the ISIN (credit), terms and resulting entitlement.
Here E1 is used to report the terms as well as the resulting entitlement.

Receive 2 new Securities | -  E to report option only.
- E1toreport the 1°' ISIN (credit), terms and resulting entitlement (if provided)

- E1toreport 2" ISIN (credit), terms and resulting entitlement (if provided)
Here E1 is used to report the terms as well as the resulting entitlement.
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Payment date
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CA SMPG Tax sub-group - Market initiatives follow up 2021-02.xlsx
global

		Market / Country		Country 
code		Initiative		Expected 
implementation date		Last updates / Comments		Status 
Open /  Closed

		Australia		AU		Blockchain technology for the Australian Settlement system		2021		2020: Narelle informed the group that the Blockchain technology will be used for the Australian Settlement system in 2021 (CHESS Replacement) and based on 20022 messages 
It may be also interesting for Corporate Actions such as DRIP or Rights issues.  
Link for additional information: https://www.asx.com.au/services/chess-replacement.htm		on Hold

		Belgium		BE		Taxation on Securities holdings		2021		2021-02: Eric informed the group that a new taxation will be applicable in Belgium. Instead of an FTT route (on transactions), Belgium has decided a taxation of Securities accounts (holdings higher than 1M EUR)		Open

		Switzerland		CH		Tax reclaims via electronic form		2021		2020-12: for German residents only, Tax reclaims will be possible only via an electronic form and not by a paper made document. Seems to be something similar to Austria where the goal is to record documents on a website before printing them.		Open

		Germany		DE		Negative Interest payment				2021-02: Tax certificates potential change. nothing concrete for the moment.
2020-04: Thomas informed the group that some discussions are on-going with the ECB in relation to the Negative interest payments. Focus with the tax sub-group on what could happen in terms of Tax reporting		Open

		Denmark		DK		Relief at Source implementation		2023		2020-12: nothing before 2023		on Hold

		Spain		ES		Spanish Financial Transaction Tax (FTT)		January 2021		2021-02: Spanish FTT has been implemented in January. Unfortunately, the French MP that JP found was only dedicated to Corporate Actions so not useful for the buys and sales.
2020-12: Spanish FTT will be applied on 16th January. FTT indicator to investigate and JP to provide any info he has on that based on the past French FTT implementation.
2020-10: implementation confirmed for transactions starting January 2, 2021
2020-06: Spain wants to apply its own Financial Transaction Tax (FTT): official announcement published on 28th Feb 2020. The subject is currently discussed and reviewed by the Spanish Parliament for an expected implementation in January 2021.		Open

		N/A		EU		global implementation of FTT + UK impact				2020-02: topic to follow in relation with the Brexit potential impact.
link for additional information:
http://www.europarl.europa.eu/doceo/document/TA-8-2019-0240_EN.html?redirect		Open

		N/A		EU		Cross-border Tax arrangements to report				2020-02: it seems that the implementation will be country per country. Consequently, topic to be investigated in each country to see what will be the reporting expectation.EU Directive to report cross-border Tax arrangements		Open

		Finland		FI		Legal changes where Beneficial Ownership will be more required than today		2021		2020-12: 1st January 2021. No specific impacts on Taxation		Open

		Greece		GR		Greek Financial Transaction Tax (FTT)				2020-10: expected new FTT in Greece based on the French model. No dates for the moment		Open

		USA		US		FTT				2019-12: FTT project removed in the US Market
link for additional information: 
https://taxnews.ey.com/news/2019-0993-ey-center-for-tax-policy-this-week-in-tax-policy-news-for-may-28		Closed

		South Africa		ZA		CSDPs upgrade from a CA perspective.
Some enhancements will be promoted in CA notifications
		19-20/10/2019
+ Mid-November 2019		2019-12: CSDP upgrade went well mid November. Sanjeev will keep an eye on that and share with the group any necessary additional information. Topic closed for the moment.
The CSDP is upgrading their system and the market is gearing for go live this weekend (19-20 Oct 2019).
From a CA perspective some enhancements will be promoted too in that CA notifications : 
1. The CAEV (Corporate Action Event Indicator) for processing warrant expiries will change DLST (Delisting) to REDM (Final Redemption)
2. Event notifications will communicate CAEP (Corporate Action Event Processing) which provides some context to the type of processing required
3. Option Features (OPTF) will be communicated to provide further information on the option
4. Option Status (OSTA) will be communicated, e.g. INTV (Inactive), CANC (Cancelled) 
We are currently conducting proactive reconciliations and addressing exceptions in preparation go live. Thereafter the market will move into SRG testing for go live in mid-November 2019.
		Closed





















Recap OPEN

		Market / Country		Country 
code		Initiative		Expected 
implementation date

		Australia		AU		Blockchain technology for the Australian Settlement system		2021

		Belgium		BE		Taxation on Securities holdings		2021

		Switzerland		CH		Tax reclaims via electronic form		2021

		Germany		DE		Negative Interest payment

		Spain		ES		Spanish Financial Transaction Tax (FTT)		January 16th, 2021

		N/A		EU		global implementation of FTT + UK impact

		N/A		EU		Cross-border Tax arrangements to report

		Finland		FI		Legal changes where Beneficial Ownership will be more required than today		2021

		Greece		GR		Greek Financial Transaction Tax (FTT)
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Market / 

Country

Country 

code

Initiative

Expected 

implementation date

Australia AU Blockchain technology for the Australian Settlement system 2021

Belgium BE Taxation on Securities holdings 2021

Switzerland CH Tax reclaims via electronic form 2021

Germany DE Negative Interest payment

Spain ES Spanish Financial Transaction Tax (FTT) January 16th, 2021

N/A EU global implementation of FTT + UK impact

N/A EU Cross-border Tax arrangements to report

Finland FI Legal changes where Beneficial Ownership will be more required than today 2021

Greece GR Greek Financial Transaction Tax (FTT)
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Corporate Action Event 

GLOBAL GRID

Short Description Definition / comments CAEV CAMV CAMV CAOP Date Period Rate Price Definition / comments

Tax Reclaim

Definition: "Event related to tax 

reclaim activities."

Use as per SLA - for holders who 

subscribe to the service the event 

is mandatory.

Cross reference to the CORP of 

the original event if possible

TREC VOLU

VOLU CASH

PAYD [M]

EXPI (O)

TXRC 

(M)


