SMPG Agenda – SA 12-14 Nov/ Topic 3
ESET qualifier – Usage to be confirmed
We have received a specific query from Elena, the Russian NMPG convenor, regarding the usage of ESET within MT544-547. 
I have summarised below the query: 
· Mail from Elena
“Based on the practice of RU NMPG we would suggest to include (in the SWIFT course book) in the section Additional exercises, an example where processing date at the place of settlement is prior to the date of entry at the reporting depositor. We didn’t found recommendations how to put this information in the report. 
  
In our systems we store more dates – date at PSET (ICSD or Registrar), date at REAG/DEAG (local CSD) and date at local sub-custodian sending report to his client. 
1) In the field ESET – the date when the transaction was posted at the depository which sends the confirmation and 2) the date of execution at the place of settlement is to be indicated in the sequence Settlement parties where PSET is used with qualifier PROC// . We are using these dates when we establish List of beneficial owners” 
  
  
We were surprised with the above statement and wrote back to Elena stating that ESET should always be populated with the date of the settlement at the CSD in all confirmations to the parties in the chain. This is the date to put in the settlement systems for effective settlement. So if the global custodian receives on 22/03/2013 a confirmation from a sub-custodian with ESET 21/03/2013, the GC will back date the settlement to 21/03/2013.  This being said we have asked Elena whether she was referring to commercial money settlement (like in Russia) which is not a true DVP settlement. 

· We received the below case description:

“It is the same situation for APMT and FREE of payment settlement when the posting at the account servicing institution differs from processing date at the upper depository/place of settlement. 
And the main question is which date is to be shown in ESET (the date of posting at the reporting depository or at the place of settlement)? 
For Russian case 
1. it is a situation when it is a FREE of payment settlement through a custodian and Registrar is also present in the chain 
Let say: the chain is as follows: 
Client of NSD - NSD – Local custodian (DEAG) – Registrar (PSET) 
  
In such case it may be mandatory for account servicing institution to give to the client 3 dates 
Processing date at PSET 
Processing date at the DEAG 
And processing date at the DECU. 
In ideal situation these dates are the same. 
But in some cases all three dates may be different (if the confirmation is received by the party after the end of operational day). The reasons of such delays may be different, but it may happen. 
At this time when we establish a list of beneficial owners – the date at the Registrar is taken into account. 
  
2. The same situation may occur when the settlement APMT or FREE is done via ICSD but posting at the local depository is done on the next business day – if p.ex. we have a holiday in Russia but ICSD is open and settlement may occur 

In this case we will receive a confirmation from ICSD but process it on the next working day (e.g. posting date at local depository will differ from ICSD processing date – and the same question will arise – which date in which place? (which date we need to show as ESET – posting date at ICSD or at local custodian?). 
But these two  cases are exactly the same and quite similar to the situation when we receive confirmation for DVP transaction settled at the local market in USA done through ICSD (if ICSD receives confirmation from US market after the end of operational day) 
Example 
Client of NSD – NSD – ICSD – US local market DTCC 
As we need to indicate the date at the local market (PSET) and the date at ICSD as well the date at NSD 
It mean that in the confirmation we can show such date as PROC in the linked SETPRTY sequence but the main question is which date to show in ESET (the processing date of reporting account servicing institution or PSET date).. 
So I proposed to give an example with US market but it will give understanding which date is to be shown in ESET. 
Such example may be like this: 
A client of ICSD (SELL) 
Is settling via ICSD (MGTCBEBE / Euroclear Bank)
In the American market 
-          PSET –DTCC 
-          DEAG – MGTC 
-          MGTC – receive confirmation from local American market after the end of operational day – 
-          In ESET – processing date at ICSD 
-          In SETPRTY PSET – DTCC  date with PROC – posting date at DTCC 
But what will be good to give a short example clearly showing  that if these dates are different – in ESET the date at the reporting institution is to be  shown (not the date at the place of settlement)”

· We were then asked to confirm with ICDS how to populate the field ESET in the scenarios above. 
We received the following feedback from Clearstream:
Quote
“When we confirm settlement of domestic transactions we always indicate in ESET the date when it settled internally in our system.  However we always give good value for the cash, and :98A::VALU therefore indicates when the transaction settled on the local market.  
This mainly occurs on the US and Canadian markets where we sometimes receive the confirmations after our EOD.  As there is no value date for free of payment transactions one of our customer wanted us to provide the date the transaction settled on the local market in all cases.  As the transaction settles at the PSET we suggested to report this date in :98A::PROC in the same sequence as the PSET.  Indeed we could extend this to other parties in the chain.” 
Unquote
· SWIFT comment on Clearstream feedback:

What Clearstream has confirmed above is the practice that is followed in the Russian Market.
However, this is not the normal practice since ESET should always be populated with the date of the settlement at the CSD in all confirmations to the parties in the chain.


· RU NMPG ‘response:
Quote
If I am not mistaken this is true (ESET is the date at local CSD – PSET) only in case when the transaction is settled internally at the local domestic CSD (and CSD is a PSET), but there are rare cases when transaction is settled through local CSD at ICSD (being PSET) or at foreign CSD (in Canada or in US - PSET) or as in our case it may be settled through Registrar (being PSET in this case). So confirmation from PSET may be received after our EOD (like in Clearstream).
My opinion is that in reality ESET is the date when the transaction was processed at PSET not at CSD (you may have two CSDs in the chain if the transaction is settled at the local market of foreign country or it may be an ICSD for international securities).
Example of the full chain:
Client of our participant (SELL) – our participant (DECU) – RU CSD (DEI1) – Euroclear (DEAG) – DTCC (PSET – American CSD) – DTCC participant (REAG) – client of DTCC participant (BUYR)
In this example – you can see two CSD’s and the date at DTCC is to be indicated as ESET.
Unquote

Question to SMPG:
The question is whether the SMPG is in favour of describing in the Common Element MP that ESET can be populated differently depending on the scenario as described in detail above.
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