RA ID: CR0046

Change Request
for the update of ISO 20022 financial repository items

Change Request Name:
Restriction Type and Restriction Reference
	A. Origin of request

	Submitter: Deutsche Bundesbank
Contact Person: Dirk Kienitz, Email: Dirk.Kienitz@bundesbank.de,  Tel: +49 69 9566 3803
Requesting Group: Deutsche Bundesbank on behalf of 4CB for TARGET2-Securities (T2S)

	B. Related Messages

	IntraPositionMovementInstruction (semt.013.001.01)
IntraPositionMovementConfirmation (semt.015.001.01)
SecuritiesSettlementTransactionInstruction (sese.023.001.01)

	C. Description of the Change request

	Business Context:

T2S will allow the T2S Operator, CSDs and NCBs to define their own restriction types. Restriction types are attributes that define the specific processing characteristics for a securities position, cash balance, securities account, T2S dedicated cash account, party or settlement instruction to ensure configurability of specific requirements, as prescribed by national legal and regulatory requirements and practices. 
A settlement instruction may be associated to a Restriction Type, to identify, either the sub-balance to which the securities are received, or the sub-balance from which the securities are delivered. [URD 10.030]
At the instructions level (IntraPositionMovementInstruction or SecuritiesSettlementTransactionInstruction), the restriction type is used to identify the delivering or receiving Securities Position in complement of the Securities Account and the Security.

In addition, a T2S Party shall be able to refer to an existing restriction (reservation/blocking) in its instructions (IntraPositionMovementInstruction or SecuritiesSettlementTransactionInstruction), by means of the restriction’s (reservation/blocking) unique reference number. Such a reference shall be interpreted :

· For the IntraPositionMovementInstruction message, so that the single indicated reservation/blocking has to be increased or decreased;
· For the SecuritiesSettlementTransactionInstruction message, so that the provisioning process shall include the reserved/blocked amount of cash or quantity of securities in its provisioning check. The reserved/blocked securities/cash will be used first (ahead of unreserved/unblocked securities/cash) for settlement of the instruction. [URD.09.190] A T2S Party shall also be able to refer to an existing sub-balance for a specific purpose (earmarking notably for autocollateralisation) without the need for a restriction reference. 
The usage of the restriction type and restriction reference within the messages will be as follows:
· Within IntraPositionMovementInstruction (and Cash Intra Balance Movement Instruction – Pillar III)

· Restriction Type will be indicated as a proprietary code within the Balance From and Balance To elements in the IntraPositionDetails Block. No CR required.
· The restriction classification (Blocked, Reserved, Earmarked) is not present within the message as it is inferred from static data.

· A restriction reference is generated by T2S and returned within a confirmation message.

· Any increase or decrease of a restriction (blocking/reservation) must refer to this restriction reference as generated by T2S in addition to the Balance From and Balance To.

· Within IntraPositionMovementConfirmation (and Cash Intra Balance Movement Confirmation – Pillar III)

· A restriction reference generated by T2S must be returned within the confirmation message.

· Within SecuritiesSettlementInstructionTransaction 
· Must be able to specify an impacted position (Restriction Type), as a proprietary code, associated with a securities account and security, to be able to settle at the balance level. 

· Restricted position (Reserved or blocked)

· Earmarked position
· Use of restricted positions/balances within sese.023 requires the specifying of T2S generated restrictions reference(s).  

Nature of change:

Restriction Reference generated by T2S/MarketInfrastructure needed within message –

· semt.013 at the level of the IntraPositionDetails block. Mutiplicity - single
· semt.015 at the level of the AdditonalParameters block. Mutiplicity - single
· sese.023 at the level of the QuantityAndAccountDetails block. Mutiplicity - several
Restriction Type (Impacted balance ) needed within message –

· sese.023 at the level of the QuantityAndAccountDetails block.
· structure should be similar to ‘balance from’ and ‘balance to’ in semt.13 
 

	D. Purpose of the change

	General T2S business context background and community of interested users:

The cross-border and domestic settlement of securities against central bank money requires harmonised and standardised messages as a part of an effective and efficient communication. The current European post-trade sector is fragmented into multiple national markets. This lack of integration implicates a significant cost burden and inefficiency of cross-border wholesale transactions, and a very significant inhibition of retail transactions. To address this issue at European level, the consolidated, harmonised and non-profit platform TARGET2-Securities (T2S), which will provide settlement services to the Central Securities Depositories (CSDs) and their participants, will be delivered by the Eurosystem to the market by 2013.

The scope of this request covers the maintenance process of ISO registered messages which shall be used by T2S. These messages shall be used for the communication of the system with its users, namely Central Securities Depositories (CSD) and CSD participants as well as other platforms such as collateral management platforms and RTGS systems.

Specific benefits of this change request:

At the level of the Intra Position Movement Instruction it allows for the identification of a specific blocking/reservation for further increases and decreases. Without a restriction reference (generated by T2S) no increases and/or decreases can be performed on restricted (blocked or reserved) resources and only the set-up of restrictions/sub-balances can be executed. In addition, as cancellations of settled restrictions are not allowed within T2S, a decrease is the only method by which restricted resources may be released outside of using the restricted resources in a SecuritiesSettlementTranscationInstruction. 

At the level of the SecuritiesSettlementTranscationInstruction it allows for the use of restricted resources (reserved or blocked) or earmarked resources for settling at the balance level. The presence of the restriction type/impacted balance allows for the identification of the sub-balance which deliver/receive the securities that are to be used. While the use of restricted resources is done thru the identification of restriction reference(s).   

	E. Urgency of the request

	Default

(All change requests submitted by June 1st will be considered for development in the following yearly ISO 20022 maintenance cycle which completes with publication of new message versions in April/May of the following year)


	F. Business examples

	1-Set up of a restriction

Through a semt.013, party 1 sets a new restriction : 

Type: RT1
Amount: 100.000

Once the restriction is settled, party 1 will receive the confirmation (semt.015):

Type: RT1
Amount: 100.000

Status: Settled

Restriction Reference: ABC

2-Increase already created restriction

Through a semt.013, party 1 increases existing restriction : 

Type: RT1
Restriction reference: ABC

Amount: 50.000

Once the restriction is settled, party 1 will receive the confirmation (semt.015):

Type: RT1
Amount: 50.000

Status: Settled

Restriction Reference: ABC 

T2S has increased the reserved balance :

New balance: 150.000

3-Use of the restriction ABC (or several)

Through a semt.023, party 1 wants to use the reserved amount of securities; the participant has to refer to the reference of the restriction. 

Restriction reference ABC

Settlement quantity : 50.000

The instruction settles and uses the restricted position of the reserved balance corresponding to the reference ABC.

New balance: 100.000

The party 1 could also have specified another reference DEF (in addition to ABC) in its instruction in case he wanted to use two restricted positions under the balance “RT1”. (because ABC quantity is not enough to cover the whole settlement quantity)

4-Use of the restriction type for direct debit
Party 1 has set up 3 restrictions under the type “RT2”, referenced ABC, DEF, HIJ.

He wants to use the reserved balance. In the sese.023, he specifies the restriction type impacted by its instruction along with the 3 associated references.

Restriction type code: “RT2”
Restriction Reference “ABC”, “DEF”, “HIJ”

5-Use of the restriction type for earmarking

Party 1 has set up an earmarked balance under the type “EM1”. No references are defined in the case of earmarking.

He wants to use the earmarked balance. In the sese.023, he specifies the restriction type impacted by its instruction, keeping in mind that no references are associated.

Restriction type code: “EM1”


G. SEG recommendation:

This section is not to be taken care of by the submitter of the change request. It will be completed in due time by the SEG(s) in charge of the related ISO 20022 messages. 

	Consider
	Y
	Timing

	
	- Next yearly cycle: 2010/2011
(the change will be considered for implementation in the yearly maintenance cycle which starts in 2010 and completes with the publication of new message versions in the spring of 2011)
	Y
	Priority: 

high 

medium 

low

	
	- At the occasion of the next maintenance of the messages
(the change will be considered for implementation, but does not justify maintenance of the messages in its own right – will be pending until more critical change requests are received for the messages)
	

	
	- Urgent unscheduled
(the change justifies an urgent implementation outside of the normal yearly cycle)
	
	

	
	- Other timing:
	


Comments:

Use existing components as much as possible, and take note of similar MWG request for 15022.
	Reject
	


Reason for rejection:
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