RA ID: CR0124

Change Request
for the update of ISO 20022 financial repository items
A. Origin of the request:
A.1 Submitter: Deutsche Bundesbank. 
A.2 Contact person: 
Christoph Heid, Email: christoph.heid@bundesbank.de, Tel: +49 69 9566 2764
A.3 Sponsors: 
Deutsche Bundesbank on behalf of 4CB for TARGET2-Securities (T2S)
B. Related messages:
IntraPositionMovementStatusAdvice (semt.014.001.02)

SecuritiesTransactionPendingReport (semt.018.001.02)

SecuritiesSettlementTransactionAuditTrailReport (semt.022.001.02)

SecuritiesSettlementTransactionStatusAdvice (sese.024.001.02)

SecuritiesTransactionCancellationRequestStatusAdvice (sese.027.001.02)

SecuritiesSettlementConditionModificationStatusAdvice (sese.031.001.02)
C. Description of the change request:
Addition of the following reason codes within the ProcessingStatus Rejected across multiple messages:

	
	Name
	Definition
	Messages impacted
	Origin of the CR

	1
	InvalidModificationRequest
	Unrecognized or invalid modification request
	sese.031
	New functionality

	2
	InvalidBalance
	Unrecognized or invalid balance
	semt.014, sese.024, semt.018
	New functionality

	3
	InvalidSender
	Unrecognized or invalid sender
	semt.014, sese.024, sese.027, sese.031, semt.022
	New functionality

	4
	InvalidRestrictionReference
	Unrecognized or invalid Restriction Reference
	sese.024, semt.022
	New functionality

	5
	InvalidLink
	Unrecognized or invalid Link  Reference
	semt.014, sese.024, sese.031,  semt.022
	New functionality

	6
	RuleRejection
	Instruction invalid due to CSD Validation Rule
	semt.014, sese.024, semt.022
	New functionality

	7
	InvalidSecurity (DSEC)
	Unrecognised or invalid financial instrument identification.
	semt.014
	Similar approach than in sese.024

	8
	MinimumSettlementQuantity (MINO)
	Quantity instructed is lower than the minimum existing settlement quantity for the financial instrument.
	semt.014
	Similar approach than in sese.024

	9
	MultipleSettlementQuantity (MUNO)
	Quantity instructed is not a multiple of an existing settlement quantity lot for the financial instrument.
	semt.014
	Similar approach than in sese.024

	10
	QuantityRejection (DQUA)
	Unrecognised or invalid instructed quantity
	semt.014
	Similar approach than in sese.024

	11
	NotFoundRejection (NRGN)
	Cancellation request rejected as instruction could not be found.
	sese.031
	Similar approach than in sese.027, eliminating the specification of a cancellation in its definition.


D. Purpose of the change:
Business Context:

The inclusion of T2S in the chain of participants in the Market has introduced new flows and new functionalities. Many of them demand new validations and controls in the incoming messages producing new reactions in response. 

These validations require either the creation of new reason codes across multiple messages or the addition of some reason codes which already exist in some messages but are not available in some others.

Following is a justification for the addition of each new/already existing reason codes:
#1. InvalidModificationRequest:

A modification request is rejected with this ReasonCode when it intends to modify an element other than the ones allowed by T2S. 
#2. InvalidBalance: 

Within T2S, a Settlement Instruction or a Settlement Restriction is rejected when it intends to use an invalid Balance.
#3. InvalidSender: 

Within T2S, an instruction is rejected if it is instructed by an invalid or unrecognized sender. 
#4. InvalidRestrictionReference: 

When making use of a Restriction Reference in a Settlement Instruction or when increasing/decreasing a Settlement Restriction, such a reference has to be valid.
#5. InvalidLink: 

Within T2S, a Settlement Instruction or Settlement Restriction is rejected when it provides invalid linkage information. 
#6. RuleRejection: 

In addition to all the validations that T2S makes to the instruction, it also checks whether there could be some specific “CSD validations rules”. An instruction is rejected when a CSD has set a rejection CSD validation rule.

In T2S CSDs can define additional validation rules based on a set of attributes defined in T2S static data. When an instruction fulfils the rule for processing type rejection, the instruction is rejected. T2S does not provide granular details in this particular scenario as the rules are dynamically defined by the CSDs.  
#7. InvalidSecurity (DSEC): 

T2S rejects a Settlement Restriction that intends to instruct the movement of unrecognized or invalid securities within T2S. 

The DSEC reason code already exists within the SecuritiesSettlementTransactionStatusAdvice (sese.024) message and the same reason code needs to be used for the IntraPositionMovementStatusAdvice (semt.014) message. 
#8. MinimumSettlementQuantity (MINO): 

T2S rejects a Settlement Restriction that intends to instruct the movement of securities with a quantity lower than the Minimum Settlement Unit specified in T2S.

The MINO reason code already exists within the SecuritiesSettlementTransactionStatusAdvice (sese.024) message and the same reason code needs to be used for the IntraPositionMovementStatusAdvice (semt.014) message. 
#9. MultipleSettlementQuantity (MUNO): 

T2S rejects a Settlement Restriction that intends to instruct the movement of securities, not related to Corporate Actions, with a quantity that is neither a multiple of Settlement Unit Multiple nor a Deviating Settlement Unit.

The MUNO reason code already exists within the SecuritiesSettlementTransactionStatusAdvice (sese.024) message and the same reason code needs to be used for the IntraPositionMovementStatusAdvice (semt.014) message. 
#10. QuantityRejection (DQUA): 

T2S rejects a Settlement Restriction that intends to instruct the movement of securities with a quantity not greater than zero.

The DQUA reason code already exists within the SecuritiesSettlementTransactionStatusAdvice (sese.024) message and the same reason code needs to be used for the IntraPositionMovementStatusAdvice (semt.014) message. 
#11. NotFoundRejection (NRGN): 

When cancelling a Settlement Instruction or a Settlement Restriction, the sender specifies the reference of the instruction being cancelled and its transaction details. In case the instruction could not be found, the cancellation request is rejected indicating the “NRGN” reason code.

When modifying a Settlement Instruction or a Settlement Restriction, the sender specifies the reference of the instruction being modified and its additional information. In case the instruction could not be found, the modification request is rejected but no reason code is available for this specific control. 

The existing reason code ‘NRGN’ for the SecuritiesTransactionCancellationRequestStatusAdvice message (sese.027) specifies the reason for this kind of rejection. The same reason code should be added for the SecuritiesSettlementConditionModificationStatusAdvice message (sese.031) eliminating the specification of a cancellation in its definition.
General T2S business context background and community of interested users:

The cross-border and domestic settlement of securities against central bank money requires harmonized and standardized 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, harmonized 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 2014.

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:

With such new reason codes, T2S Parties will be provided with a more specific and relevant reason for the rejection status of their instructions.

E. Urgency of the request:

Next maintenance cycle
F. Business examples:
Following are some examples for each of the requested reason codes:

#1. InvalidModificationRequest: 

There can be several situations in which this error can arise:

· The message SecuritiesSettlementConditionsModificationRequest is used to request the modification of a processing indicator or another non-matching information. The underlying instructions that can be modified are either, a settlement instruction or a settlement restriction and the conditions are not always the same i.e. a settlement restriction cannot be held or released. When a hold or release process indicator is received for a settlement restriction the request has to be rejected.

· T2S does not allow participants to modify more than one process indicator with one message. This cannot be controlled directly by the message rules. When there is more than one element to be modified in the message, T2S would reject the request.

· Since T2S does not prune any elements from the message, it could happen that the only request to be modified is one that is not used in T2S, then, nothing will be modified and therefore T2S will reject the request.

#2. InvalidBalance: 

There can be several situations in which this error can arise:

· The Balance From and Balance To specified in a Settlement Restriction on securities must exist as a Restriction Type in T2S.

· A Settlement Restriction on securities or cash cannot specify the same Balance From and Balance To.

#3. InvalidSender: 

In general, this is the control made on the roles and privileges. There can be several situations in which this error can arise:

· The Instructing Party specified in a Settlement Instruction must exist in T2S Static Data.

· The Instructing Party BIC indicated in a Settlement Instruction must be valid on the Intended Settlement Date and additionally on the current Business Day if the Intended Settlement Date is in the past.

· For Already Matched Settlement Instructions, the sender of a Settlement Instruction must be authorized to send a Settlement Instruction on both the delivering and the receiving Securities Accounts.

· If the relevant Depositary is an external CSD, the sender of a Settlement Instruction must be authorised to send a Settlement Instruction on behalf of that external CSD.

#4. InvalidRestrictionReference: 

There can be several situations in which this error can arise:

· The Restriction Reference specified in a Settlement Restriction on securities must exist in T2S.

· The Restriction Reference specified in a Settlement Instruction for the use of a restricted securities position must be related to a Blocked or Reserved securities position.

· A Settlement Instruction Free of Payment cannot make use of a restricted cash balance. 

· The Restriction Reference specified in a Settlement Restriction on securities must apply on securities.

· If a Settlement Instruction specifies a Restriction Reference related to cash, the Settlement Instruction must be debiting cash.

#5. InvalidLink: 

There can be several situations in which this error can arise:

· When the instruction has a Settlement link indicator “WITH” and the existing Linked Instruction is already settled/cancelled.

· When the instruction has a Settlement link indicator “WITH” and the existing Linked Instruction is for a different Intended Settlement Date.

· The number of instructions belonging to a Pool must be the same that the Linked Instruction Counter of the Settlement Instruction or Settlement Restriction.

· When a Condition Modification Instruction tries to amend the linkages of a Settlement Instruction with an unlink type and , the corresponding link does not exist for the referenced Settlement Instruction.

#6. RuleRejection: 

In addition to all the validations that T2S makes to the instruction, it also checks whether there could be some specific “CSD validations rules”. These “CSD Validation Rules” can be of any kind depending on the respective CSD.

· The instruction has been rejected because of a CSD validation rule.

#7. InvalidSecurity (DSEC): 

No example is deemed necessary.

#8. MinimumSettlementQuantity (MINO): 

No example is deemed necessary.

#9. MultipleSettlementQuantity (MUNO): 

No example is deemed necessary.

#10. QuantityRejection (DQUA): 

No example is deemed necessary.

#11. NotFoundRejection (NRGN): 

No example is deemed necessary.

G. SEG recommendation:
	Consider
	Y
	Timing

	
	- Next yearly cycle: 2011/2012
(the change will be considered for implementation in the yearly maintenance cycle which starts in 2011 and completes with the publication of new message versions in the spring of 2012)
	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:

See comments in MCR n° 60.
	Reject
	


Reason for rejection:
CR0124_4CB_ProcessingStatusRejected_v2
  Produced by 4CB on 31 May 2011 
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