RA ID: CR0138

Change Request
for the update of ISO 20022 financial repository items

A. Origin of the request:

A.1 Submitter: ISITC US in their role as the US corporate actions market practice group. ISITC stands for ‘International Securities Association for Institutional Trade Communication’.
 A.2 Contact persons: 
Sonda Pimental, BBH, sonda.pimental@bbh.com, +1 617 772 6459
Steven Gale, Northern Trust, sg10@ntrs.com, +1 312 444 4799
Mary Shine, T Rowe Price, mary_shine@troweprice.com, +1 410 345 6503
Paul Fullam, XSP, pfullam@xsp.com, +1 646 300 6802

A.3 Sponsors:  
B. Related messages:
ISO 20022 messages which would be impacted by the change:

· seev.031.001.01 CorporateActionNotificationV01
Plus any ‘related’ messages that might be impacted.
C. Description of the change request:
Request a new data element within the Securities and Cash Movement sequence to indicate the Income Source Country of a distribution for tax purposes.
Definition: Identifies the country of source of income for the distribution resulting from the corporate event in order to define potential tax implications. i.e., Cash Distributions being paid on ADRS / GDRS.

This field is optional and should be 2 characters in length (ISO Country Code).

The new data element would supplement the value provided within ITYP (Income Type Code). i.e., IRS Code US vs. Non US.  

The new data element would apply to the following message types:   Notification (CANO), Cancellation (CACN), Preliminary Movement, Confirmation of Payment Advice (CAPA & CACO), and Payment Reversal (CARE).

D. Purpose of the change:

Common stocks and debt instruments of many foreign or multi-national corporations are listed on exchanges in various countries either as ordinary shares, depositary receipts or debt instruments. There are over 2,100 American Depositary Receipts (ADRs) and an increasing number of Brazilian Depositary Receipts (currently 20+ mainly U.S. Corporations listing on BOVESPA) as well as Depositary Receipts programs in Japan, Hong Kong, Mexico, Argentina, & Taiwan which are in their infancy but expanding. 
Dividends or other income type distributions are passed to investors generally in the local currency.  These distributions are normally subject to provisions of the tax regime of the issuer’s home country and tax may be withheld at source.   

Current information provided from the sender to the recipient may designate that the income is domestic or non-domestic sourced but does not provide the granularity of specifying the actual country of income source.  The source of income country code could be different from where the company is registered. 

The actual country from where the distribution is sourced is needed in downstream processing since the tax liability or opportunity for relief from taxes, either domestic or foreign, is dependent upon the presence or absence of bilateral tax treaties between the income source country and the country of the end investor.   

Providing this information is intended to minimize or eliminate extraneous in-house processing currently required by an intermediate service provider and enhance or facilitate information sent to the end investor in a straight-thru-process (STP). 

This workflow spans both mandatory and electable event workflows. Global markets (i.e. UK, Ireland, Belgium, Netherlands, and Germany) require holders to select source of income on electable dividend distributions to allow beneficial owners to designate a tax rate (i.e. Hiscox ISIN: BMG4593F1041 and Experian GB00B19NLV48)

The benefit of including the source of income on messaging spans the life cycle of the event. Including the source of income on the event announcement enhances transparency, comprehensiveness and allows recipient to build accurate downstream products from the time of announcement. The pre-advice workflow is enhanced between service provider and account owner by qualifying the difference between the gross and net values for the payment i.e, withholding tax amount. For electable events, the source of income is critical to the instruction to the service provider. Currently this data is included in ADTX narrative on MT565 instructions and MT567 confirmations. The availability of this value will increase STP through the instruction cycle. 

E. Urgency of the request:

This request should be considered as part of the yearly maintenance cycle which will complete with the publication of new message versions in April/May 2012.
F. Business examples:
MT message examples used for illustrative purposes only:
MT564

:23G:REPL                             

:22F::CAEV//DRIP                      

:22F::CAMV//CHOS                      

:98C::PREP//20110201142558            

:25D::PROC//COMP                      

:16R:LINK                             

:22F::LINK//AFTE                      

:13A::LINK//564                       

:20C::PREV//S11021000067700           

:16S:LINK                             

:16S:GENL                             

:16R:USECU                            

:35B:ISIN GB00B19NLV48                

EXPERIAN PLC /GBP/              

:16R:ACCTINFO                   

:97A::SAFE//XXX        

:93B::ELIG//UNIT/700,        

:93B::SETT//UNIT/700,        

:16S:ACCTINFO                   

:16S:USECU                      

:16R:CADETL                     

:98A::XDTE//20101229            

:98A::RDTE//20101231            

:16S:CADETL                     

:16R:CAOPTN                     

:13A::CAON//001                 

:22F::CAOP//SECU                

:22F::OSTA//INTV                

:17B::DFLT//N                                      

:98C::EXPI//20101231000000                         

:98C::RDDT//20101223070000                         

:92A::CHAR//0,5                                    

:90B::PRPP//ACTU/GBP7,793775                       

:16R:SECMOVE                                       

:22H::CRDB//CRED                                   

:35B:ISIN GB00B19NLV48                             

EXPERIAN PLC /GBP/                                 

:22F::DISF//RDDN                                   

:92K::ADEX//UKWN                                   

:98A::PAYD//20110202                               

:16S:SECMOVE                                       

:70E::ADTX//  OPTION DESCRIPTION:ELECT STOCK IN               

DRIP (UK SOURCE) GROSS DIVIDEND REINVESTMENT                     

PRICE:GBP 7.755                                 

:70E::COMP//RESTRICTIONS EXIST FOR THIS OPTION  

:16S:CAOPTN                                     

:16R:CAOPTN                                     

:13A::CAON//002                                 

:22F::CAOP//CASH                                

:22F::OSTA//INTV                                

:11A::OPTN//GBP                                 

:17B::DFLT//N                                   

:98C::EXPI//20101231000000                      

:98C::RDDT//20101223070000                      

:92J::NETT//INCO/GBP0,05822604/ACTU             

:92J::GRSS//INCO/GBP0,05822604/ACTU              

:16R:CASHMOVE                                    

:22H::CRDB//CRED                                 

:98A::PAYD//20110128                             

:16S:CASHMOVE                                    

:70E::ADTX// 

OPTION DESCRIPTION:ELECT CASH IN                 

GBP (UK SOURCE)                                  

:16S:CAOPTN                                      

MT 565

20C::SEME//201012230000001S           

:23G:NEWM                              

:22F::CAEV//DRIP                       

:98A::PREP//20101223                   

:16S:GENL                              

:16R:USECU                             

:35B:ISIN GB00B19NLV48                 

EXPERIAN PLC /GBP/                     

:16R:ACCTINFO                          

:97A::SAFE//XXX                  

:16S:ACCTINFO                          

:16S:USECU                             

:16R:CAINST                            

:13A::CAON//002                     

:22F::CAOP//CASH                            

:11A::OPTN//GBP                             

:36B::QINS//UNIT/700,                     

:70E::INST//ELECT CASH IN GBP (UK SOURCE)   

:16S:CAINST                                 

MT 567
:22F::CAEV//DRIP                              

:98C::PREP//20101223153401                    

:16R:LINK                                     

:20C::RELA//UNKNOWN                           

:16S:LINK                                     

:16R:STAT                                     

:25D::IPRC//PACK                              

:16S:STAT                                     

:16S:GENL                                     

:16R:CADETL                                   

:13A::CAON//002                               

:22H::CAOP//CASH                              

:97A::SAFE//XXX            

:35B:ISIN GB00B19NLV48              

EXPERIAN PLC /GBP/                  

:36B::STAQ//UNIT/700,            

:93B::INBA//UNIT/700,            

:93B::UNBA//UNIT/0,                 

:16S:CADETL                         

:16R:ADDINFO                        

:70E::ADTX//CURRENCY OF OPTION:GBP  

ELECT CASH IN GBP (UK SOURCE)       

:16S:ADDINFO    

G. SEG recommendation:

	Consider
	
	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)
	
	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:

	Reject
	Y


Reason for rejection:
See MCR n° 59.
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