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Title: 
Merging the messages of the alternative funds Business Justification (BJ 37) into the corresponding messages of the Investment funds distribution business justification (BJ 2)

A. Origin of the request:
A.1 Submitter: Swiss Commission for Financial Standardisation (SCFS)

A.2 Contact person: Rainer Vogelgesang (rainer.vogelgesang@six-group.com; +41 58 399 3808)

A.3 Sponsors: The proposal contained in this CR is sponsored by the SMPG, that is, by the Securities Market Practice Group Investment Funds Working Group (SMPG IFWG). See chapter 11 of the minutes of the SMPG IFWG 2014 spring meeting, embedded below.
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SMPG IFWG contact persons are 
· David Broadway (co-chair; dbroadway@investmentuk.org; +44 (0)20 7269 4636), 
· Nadine Muhigiri (co-chair; Nadine.Muhigiri@Euroclear.com; +32 (0)2 326 26 77) and 
· Janice Chapman (facilitator; Janice.CHAPMAN@swift.com; +32 2 655 3390).  
B. Related messages:
The following messages of the alternative funds business justification would be in scope:

Alternative Funds Subscription Order V01 (setr.059.001.01)

Alternative Funds Redemption Order V01 (setr.060.001.01)

Alternative Funds Subscription Order Confirmation V01 (setr.061.001.01)

Alternative Funds Redemption Order Confirmation V01 (setr.062.001.01)

Alternative Funds Order Instruction Status Report V01 (setr.064.001.01)

Investment Fund Order Cancellation Request V01 (setr.065.001.01)

Investment Fund Cancellation Advice V01 (setr.066.001.01)
It is expected that the above alternative funds message would not need to be amended. They would be used in the analysis only.
The following message of the investment funds distribution message set would be in scope:

Redemption Order V03 (setr.004.001.03)

Redemption Order Cancellation Request V03 (setr.005.001.03)

Redemption Order Confirmation V03 (setr.006.001.03)
Subscription Order V03 (setr.010.001.03)

Subscription Order Cancellation Request V03 (setr.011.001.03)

Subscription Order Confirmation V03 (setr.012.001.03)
Order Instruction Status Report V03 (setr.016.001.03)

Order Cancellation Status Report V03 (setr.017.001.03)
There is a possibility that the following investment funds messages may also be impacted. This is due to the fact that these messages are modelled along the lines of the aforementioned investment funds messages. Whether the below message are indeed impacted, should be determined by the submitter of the BJ during the analysis work for this CR.

Switch Order V03 (setr.013.001.03)

Switch Order Cancellation Request V03 (setr.014.001.03)

Switch Order Confirmation V03 (setr.015.001.03)
Subscription Order Confirmation Cancellation Instruction V01 (setr.047.001.01)

Subscription Order Confirmation Amendment V01 (setr.048.001.01)

Redemption Order Confirmation Cancellation Instruction V01 (setr.051.001.01)

Redemption Order Confirmation Amendment V01 (setr.052.001.01)

Switch Order Confirmation Cancellation Instruction V01 (setr.055.001.01)

Switch Order Confirmation Amendment V01 (setr.056.001.01)
C. Description of the change request:
Following the release of the investment funds distribution messages (BJ 2) in 2005, a separate initiative was started to develop a similar message set for the order flows of alternative funds (also known as hedge funds). At the time of writing, the corresponding business justification (BJ 37: Alternative Funds) is in status ‘Approved business justification endorsed by Securities SEG’.
This CR proposes to extend the existing (mutual/vanilla) investment funds messages by adding any features that are required for the processing of alternative funds. As an outcome of this CR the continued development of the alternative funds BJ would no longer be required, although the latter is not implied by this CR.
D. Purpose of the change:

There are several reasons for this CR.

Distinguishing the messages to be employed in the order flows based on the type of investment fund (vanilla mutual funds vs. alternative/hedge funds) makes the operational business processes error-prone. 

The possibility that a particular investment fund may change its classification during its life-time from mutual fund to alternative fund or vice-versa introduces risk into the operational business processes. It is assumed that such requirement, i.e. to switch the message set to be used for a particular fund at short notice depending on its re-classification as mutual or hedge fund, would be extremely cost-intensive to be accommodated in an implementation.
The alternative funds messages were conceived at a time when the modelling and specification techniques available to the industry were not as sophisticated as they are currently. 

It is believed that with market practice specification tools (like MyStandards) it would be straight-forward to define a usage guideline for hedge funds based on an underlying mutual funds message set. Such hedge funds guideline would need to reflect the hedge funds specific elements within an amended mutual funds message set, i.e. extended by any hedge funds specific elements. Thus, the original requirement for a bespoke hedge funds message set could nowadays be fulfilled by a usage guideline based on an underlying extended mutual funds message set.
Whilst the TA community may be specialised in the distinct fund types, i.e. mutual funds vs. hedge funds, the opposite is true for the other actors in the distribution chain, i.e. distributors and intermediaries. The latter tend to support a wide range of investment fund types from mutual funds to hedge funds. The provision of two distinct message sets for mutual funds and hedge funds and the implied requirement to be able to switch messages sets for particular funds creates excessively high a hurdle for a large number of actors. This may be one of the reasons for the relatively slow adoption of the hedge funds message set. The merging of the two message sets shows promise to lower the threshold for entry into the processing of hedge funds by a more significant number of actors in funds distribution.
For a more detailed analysis, the reader refer to the presentation given by the SCFS at the SMPG IFWG spring 2014 meeting in London, here embedded.
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E. Urgency of the request:

It is suggested to include this CR in the 2015 review cycle (dealine 01 June 2015) of the SEG in order that the submitter of both related business justifications, i.e. SWIFT, has sufficient time for its internal planning and required message design effort. In the light of the wide scope of this CR, spanning multiple business justifications and related message sets, it seems prudent to afford a longer lead-time before publication of the maintained messages.

Furthermore, it is suggested that the amended mutual funds message are included in the 2017/2018 maintenance cycle with the publication of the new message versions in April/May 2018. This is to enable implementers (network service providers, funds distribution intermediaries, funds distributors, etc) to commence live usage of the amended message types in a production environment as of November 2018.
F. Business examples:
Not applicable, as the individual message amendments are a result of further analysis work.

G. SEG recommendation:
	Consider
	X
	Timing

	
	- Next yearly cycle: 2015/2016
(the change will be considered for implementation in the yearly maintenance cycle which starts in 2015 and completes with the publication of new message versions in the spring of 2016)
	

	
	- 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: in 2016/2017 at the earliest
	


Comments:

Approved for consideration in 2016/2017
	Reject
	


Reason for rejection:
Addendum to CR0454

Hedge/Alternative Funds Requirements
This document is a proposal for an outline specification of how the mutual funds messages are to be updated with hedge/alternative funds data elements as a result of a review of the Global Alternative Investment Automation (GAIA) market practice, the SWIFT hedge/alternative funds messages and the Straight Through Processing for the Hedge Funds Industry project (SHARP) market practice.
Last Updated 5 April 2016. Version 1.0
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1 Introduction

In 2014, the Swiss community (Swiss Commission for Financial Standardisation (SCFS) ) submitted a change request to ISO 20022 for the inclusion of hedge/alternative funds functionality in the 'mutual' funds messages. This change request, CR0454, was accepted by the Securities SEG Investment Funds Evaluation Team in June 2015.

In the meantime, a market practice has been developed by GAIA (global alternative investment Automation) for the use of the mutual funds order messages for hedge/alternative funds. This market practice has been well received. It is said that the market practice covers 80% of hedge/alternative funds scenarios. However, in some cases, the market practices specifies a work-around (a creative way to use the standard) such as:

a) use of an element for which the definition is being 'stretched'

b) misuse of an element

c) use of an 'Extended' code element because a code does not exist in the code list

It has been agreed that the GAIA specification should be the basis of how the mutual funds messages are to be updated for hedge/alternative funds functionality in support of CR0454. This document lists those places in the GAIA market practice where 'work-arounds' are being used and proposes how the mutual funds messages are to be updated to support hedge/alternative funds functionality.

It also lists hedge/alternative funds elements in the SWIFT hedge/alternative funds messages that are not already present in the mutual funds messages or GAIA market practice specifications and takes into account the Straight Through Processing for the Hedge Funds Industry project (SHARP) market practice.

A small number of 'real-life' examples of the SWIFT hedge/alternative funds messages were obtained and their content taken into account.

1.1 Review Process

	Date
	Present
	Comments

	9 March 2016
	Steve Wallace (GAIA) assessed the document and then reviewed with GAIA members (includes Tomas Bremin (Clearstream)
	

	10 March 2016
	· Tomas Bremin (Clearstream & GAIA)

· Rainer Vogelgesang (Six Group)

· Steve Wallace (GAIA)

· Janice Chapman (SWIFT)
	As a result of the review meeting, some revisions necessary. A new version of the document was produced and circulated, 15 March 2016.

	18 March 2016
	· Review meeting took place: 

· Tomas Bremin (Clearstream & GAIA)
· Rainer Vogelgesang (Six Group)

· Steve Wallace (GAIA)
· Janice Chapman (SWIFT)
	Items 2.2. Special Agreement Code and 2.3 Special Agreement Text have been merged into a single section (they cover a single business concept).

Real examples of SWIFT hedge/alternative funds messages have been reviewed and their content taken into account (The sample size was small (1 example per message type).)

Further revisions were necessary as a result of this review. A new version of the document was produced on 22 March 2016, distributed to SW, RV, TB. There are some places were further review and feedback is necessary, this has been solicited via e-mail.

	5 April 2016
	As a result of the last review no further changes have been made. Track changes have been eliminated and the document distributed as version 1.0 

	
	
	


2 New Elements - GAIA

A study of the ‘GAIA Standard Market Practice for Automation in the Alternative Funds Industry’, release 1.00 version 1.16 suggests that the mutual funds messages need updating as described below.
2.1 Beneficial Owner Reference 

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	YES
	YES
	YES
	YES
	YES


The element Investment Account Details / Account Designation is being used for the concept of a 'beneficial owner reference'. From a definition point of view, this field is being misused
	Account Designation 

Definition in 'current' messages
	Beneficial owner reference
GAIA Definition

	Supplementary registration information applying to a specific block of units for dealing and reporting purposes. The supplementary registration information may be used when all the units are registered, for example, to a funds supermarket, but holdings for each investor have to reconciled individually.
	A reference to the beneficial owner of the investment. Can be a name or any code meaningful to the fund manager. Care should be taken when using this item as it may trigger AML checks at the TA. 



10 March 2016 FINAL PROPOSAL
It was agreed that this reference is best placed in the Account Designation field. GAIA will update its definition. Therefore, there is no change to the standard for this concept.
 (On account opening, KYC and anti-money laundering checks are carried out on the account owner/beneficial owner. In some markets, a reference number is assigned to the account owner which is then quoted on all transactions. It is preferable not to make reference to the 'beneficial owner' as such in the order, as this, in some markets, triggers a need for KYC and anti-money laundering checks, which breaks STP.)
2.2 GAIA Special Agreement Code & Text 
	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	YES
	YES
	NO
	NO
	NO


The kinds of codes that GAIA is placing in the Order Type/ Extended element indicate that human intervention is required before the order can be processed and GAIA were trying to standardise the waiver. The GAIA specification says that text to describe the waiver is placed in the 'Non Standard Settlement Information' element, although GAIA are trying NOT to use this text field. 

The GAIA Special Agreement Code, which represents the reason for a waiver on the order, is being specified in the Order Type field using the 'extended' element:

[image: image3.png]4 D Order Type [0,*]: FundOrderType2
4 B Order Type [L1): FundOrderType3Code
4 Bed And Breakfast [BEDB]
4 Investrent Plan [INVP]
4 Pre Advice [PREA]
4 Regular Swvings Plan (RG]
4 Reinvestment Of Dividend [RDIV]
4 Staff Order [STAF]
R Extended Order Type [L1] : Extended350Code




	Order Type

Definition in 'current ' messages
	

	Specifies the category of the investment fund order.
As can be seen by the above code words, this element gives an overarching reason for the subscription.
	GAIA is using a code for a 'special agreement' - with one of the following values (in Extended): 

· Agreed with fund manager

· Transaction below minimum level has been agreed 

· Transaction above maximum level had been agreed 

· A side letter is in place 

· The investment manager has agreed a fee waiver on this order 


In other words, the field Order Type is being misused by GAIA in that it is used by GAIA to give some underlying parameter for why this particular subscription is allowed or a condition on the execution of the subscription. GAIA, in fact, in its work-around, mixes two business concepts.

The GAIA Special Agreement Code Text (text to describe the order waiver) is being specified in Non Standard Settlement Information.

HISTORY

1 March 2016 version of the document.
It was proposed that code list for Order Type is expanded to include the GAIA special agreement codes and the definition of order type expanded to cover this additional functionality. This proposal was rejected.
10 March 2016 review meeting

Tomas Bremin (Clearstream) said the current usage of the element Non Standard Settlement Information for special agreement text (narrative information) is acceptable (this has since been superseded).
15 March 2016 version of the document

It was proposed that the Special Agreement Code is specified in Charge Details. The Charge Details has a number of change requests impacting the sequence and it was proposed that an optional element called Order Waiver Details is placed in the Charge Details / Waiving Details subsequence. The element 'Order Waiver' would be typed by a message component allowing an optional choice of code or proprietary ('Special Agreement Code ) and an optional element for text 'Special Agreement text’). This proposal was rejected because the Special Agreement Code is a waiver on the order itself, not a waiver on the changes.
18 March 2016 Review Meeting FINAL PROPOSAL

It was agreed that an optional element called Order Waiver Details is added to the subscription order (setr.010) and redemption order (setr.004) in the Individual Order Details sequence. The element 'Order Waiver Details' would be typed by a message component allowing an optional choice of code or proprietary ('Special Agreement Code ) and an optional element for text 'Special Agreement text). (This component can be based on a similar component created for the SWIFT hedge/alternative finds messages (Waiver1) 
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This change would also have to be applied to the setr.011and setr.015 order cancellation messages.
2.3 Financial Instrument Details Series 

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	NO
	YES
	YES
	YES
	YES


The element Financial Instrument Details / Supplementary Identification is being used for fund ‘series'. From a definition point of view, this field is not being misused as such.
	Supplementary Identification
Definition in 'current' messages
	Fund Series: GAIA Definition - none at element level as such. 

	Additional information about a financial instrument to help identify the instrument.
	Identification of a series. 


HISTORY

In the 1 March 2016 version of the document a number of possibilities were described. Should Financial Instrument / Supplementary Identification be used for Fund Series in the maintained mutual fund messages? Or should a separate 'Series' element be introduced. It would seem there could be two pieces of data for a series - [1] the identification or name of the series and [2] a date. Should we consider a specific field for a series date with ISODate as the data type? 

Currently in the SWIFT hedge/alterative (Sharp) messages, a series date as well as an identification can also be specified:
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10 March 2016 Review Meeting. GAIA say that, at present, Supplementary Identification (Max 35 Text) is sufficient to specify 'Series'. 

18 March 2016 Review Meeting
A series is often identified with month-year. Tomas Bremin says if a date is included in a text string, there is the issue of everyone using different date formats.

18 March 2016 Review Meeting FINAL PROPOSAL

An Element called Series Identification is to be added to the financial instrument details sequence. It is to be a choice between YearMonth, ISO Date (YYYY-MM-DD) and Max 35 Text .

	Element
	M/O
	Definition
	Data Type

	Series Identification
	[0.1]
	Identification of a series. 
	New message component

	Either
	YearMonth
	[1.1]
	Date of issue of the fund series expressed as a year and month.
	YYYY-MM

	Or
	ISODate
	[1.1]
	Date of issue of the fund series expressed as a year, month and day.
	YYYY-MM-DD

	or
	Name
	[1.1]
	Name of the fund series.
	Max35Text


In order to have consistency and have one financial institution component used across the investment funds order message set, it is proposed that Series Identification is to be added to all uses of financial instrument details and thus the SubscriptionOrder messages (setr.010) will be included in the change.

2.4 Financial Instrument Details Lot 

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	NO
	YES
	YES
	YES
	YES


The element Financial Instrument Details / Product Group is being used to identify the Lot. From a definition point of view, this field is not being misused as such.
	 Product Group Definition in 'current' messages
	Fund Series: GAIA Definition - none at element level as such..

	Company specific description of a group of funds.
	Identification of as subset of holdings in the financial instrument.


If it is agreed that Financial Instrument Details / Product Group is to be used to specify a lot, then the definition could be enhanced as follows

	Product Group Definition in 'current' messages
	Product Group Proposed definition

	Company specific description of a group of funds.
	Company specific description of a group of funds or identification of a subset of holdings in the financial instrument.


Currently in the SWIFT hedge/alterative (sharp) messages, the following elements are available to identify a lot:
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10 March 2016 Review Meeting. In the meeting of 10 March, no conclusion was reached on the best way 'lot' is to be covered. 

18 March 2016 Review Meeting
A lot is ‘a subset of holdings in the financial instrument'. A lot may be identified by its order reference / deal reference / trade date (date they were bought) and so on. Most transfer agents do FIFO or LIFO, not Lots.

18 March 2016 Review Meeting FINAL PROPOSAL 

It was agreed that the specification of a Lot in an order messages should be re-discussed in GAIA. If GAIA still have this requirement then GAIA would use the Financial Instrument Details / Product Group element, thus, there is no need to change the messages for the maintenance 2016- 2017 cycle.
2.5 Total Charges 

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	NO
	NO
	NO
	YES
	YES


There is a requirement to be able to specify the total amount of charges only and in the current standard this is not possible. GAIA and other markets have a work-around for this. 
10 March 2016 Review Meeting FINAL PROPOSAL 

A change request was submitted for the maintenance 2016-2017 cycle for the mutual funds confirmations, which states that there is a requirement to be able to specify the total changes without a breakdown of charge type amounts, so this issue will be resolved.
2.6 Charge Types 

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	NO
	NO
	NO
	YES
	YES


GAIA conform to the setr.012 (and 006) message standard with Amount being mandatory and Rate being optional.

The GAIA Charge Types

	Code
	Code Name
	Definition in MX
	GAIA Definition

	CHAR
	Service Provision Fee
	Fee paid for the provision of financial services. Definition to be modified for SR2017 to:
Fee paid by the investor to a distributor/intermediary or other service provider for the provision of financial services. This does not include a performance related charge. It was proposed the definition is modified so there is no confusion with use of CHAR versus PERF. The text "This does not include a performance related charge." has been added.
	Performance Fee Charge (Payment made to a fund manager for generating positive returns (and then charged to the investor?) Typically calculated as a percentage of investment profit) 

A new code would be better.

	PENA
	Penalty
	Fee charged to the investor for early redemption of the fund (not in a subscription confirmation)
	Penalty

	BEND
	
	Definition to be modified for SR2017
	Back End Load

	FEND
	
	Definition to be modified for SR2017
	Front End Load

	PERF 

(NEW CODE)
	Performance Fee
	Payment made to a fund manager for generating positive returns. It is typically calculated as a percentage of investment profit)
	


The only GAIA charge type that has a different definition from the message standard itself is CHAR. 

10 March 2016 
It was agreed that a new code for 'performance fee' should be added and the definition of CHAR should be modified to ensure no confusion between CHAR and PERF. 

18 March 2016 Review Meeting FINAL PROPOSAL
The proposed code word definition was reviewed and agreed. The definition of the code CHAR is also to be fine-tuned:

	Code
	Code Name
	Definition

	CHAR
	Service Provision Fee
	Fee paid for the provision of financial services. Definition to be modified for SR2017 to:
Fee paid by the investor to a distributor/intermediary or other service provider for the provision of financial services. This does not include a performance related charge. 

	PERF (NEW CODE)
	Performance Fee
	Payment made to a fund manager for generating positive returns. It is typically calculated as a percentage of investment profit.


In order to have consistency across the investment funds order message set, it could be that a single code list is used in both the orders and the confirmations.

2.7 Gated-1-NAV and Gated-Multi-NAV 

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	NO
	NO
	YES
	NO
	NO


"It is possible to warn of expected partial execution or gated trades in the booked trade message. A set of GAIA settlement codes have been devised to enable an automated warning to be produced.". To provided gated information, the Order Instruction Status Report is sent (after the PACK status) as the gated information becomes known.
This data is currently being expressed in the Extended element of the Partially Settled status.

In the 1 March 2016 version of the document, two solutions were proposed. The first was for the addition of codes to the existing Partially Settled Reason Code and the second was for the introduction of a new element in the New Details sequence.

10 March 2016 review meeting FINAL PROPOSAL

The following solution was agreed:

The Partially Settled Status definition is updated to include 'Gated' and the two gated codes are added to the Partially Settled / Code list:

	Partially Settlement element
Definition in 'current' messages
	Partially Settlement element

Updated definition is used for 'gated'

	Status of the individual order is partially settled.
	Partial settlement status information or information about gating


Partially Settled Reason Code list (SettledStatusReason1Code, updated with new codes)

	Code
	Code Name
	Definition
	Comment

	CPST
	CashPartiallySettled
	Cash is partially settled.
	

	UCPS
	UnitsCashPartiallySettled
	Units and cash are both partially settled.
	

	UPST
	UnitsPartiallySettled
	Units are partially settled
	

	GAT1
	GatedOneNAV
	Redemption has been gated, all settlement will be done at the same price. 
	NEW

	GATM
	GatedMultipleNAV
	Redemption has been gated. Multiple redemptions and multiple prices will be required.
	NEW


2.8 Generic Gating-Holdback Sequence  

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	NO
	NO
	YES
	NO
	YES


18 March 2016 Review meeting

In the GAIA specification, holdbacks are inferred as the difference between the redemption cash amount and the initial cash settlement amount. However, GAIA has said more details would be useful. These are the holdback elements found in the SWIFT hedge/alternative (sharp) messages:
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It was agreed that a holdback sequence will be added to the redemption order confirmation (setr.006) and the order instruction status report (setr.016) contains elements for hold back amount, hold back release data, new financial instrument identifier and name.
The Holdback Details sequence will be added to setr.006 and setr.016.

Towards the end of the 18 March review meeting, Tomas Bremin said redemptions impacted by gating or a holdback require very similar data types, so would a 'generic' kind of sequence covering both requirements work?

A new sequence is to be created in the order confirmation messages (subscription order confirmation (setr.012), redemption order confirmation (setr.006) and the Order Instruction Status Report (setr.016)

The new GatingOrHoldbackDetails sequence 

	Sequence Name
	Definition
	M/0
	Data Type

	GatingOrHoldbackDetails
	Specification of gating or hold back parameters.
	[0..n]
	New MC - see below


New message component (GatingOrHoldback1)

	Element Name
	Definition
	M/0
	Data Type

	Type
	Specifies whether gating or holdback will take place.
	[1.1]
	Code values HOLD and GATE

	Amount
	Value of the redemption amount subject to gating or a hold back.
	[0.1]
	Active Currency And Amount

	Release Date
	Date on which the gated amount or hold back amount is to be released.
	[0.1]
	Percentage

	Financial Instrument Identification
	New identification of the security.
	[0.1]
	Security Identification X Choice

	Financial Instrument Name
	New name of the security.
	[0.1]
	

	RedemptionCompletion
	Specifies whether or not additional redemption order instructions are required in order for the redemption to be completed. 
	[0.1]
	Code list, see below.

	Final Confirmation
	Indicates whether or not this is the final redemption confirmation in the execution of a gated redemption.
	[0.1]
	YesNoIndicator


	Code
	Code Name
	Code Definition

	RED1
	RedemptionYes
	Additional redemption order instructions must be sent to the executing party order to have the rest of the redemption executed.

	REDO
	RedemptionNo
	It is not necessary to send more redemption order instructions to the executing party to complete the redemption, the executing will generate redemption confirmations automatically.


In setr.006, this new GatingOrHoldbackDetails sequence is to be added to the Individual Execution Details sequence.

In setr.016, this new GatingOrHoldbackDetails is to be added to the New Details sequence.

2.9 Equalisation 

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	YES
	YES
	NO
	YES
	YES


The mutual (ISO 20022) messages already have an Equalisation sequence. However, the Equalisation sequence does not have a credit/debit indicator like the component used in the SWIFT hedge/alternative (sharp) messages.

	Mutual funds messages use this component:
	SWIVFT hedge/alternative funds (sharp) messages use this component:
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10 March 2016 review meeting FINAL PROPOSAL

A credit/debit indicator is to be added to the Equalisation sequence. The component from the SWIFT hedge/alternative funds messages can be reused.
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2.10 New Elements GAIA - Summary 
	#
	Element
	GAIA use
	Message Types Impacted
	Conclusion
	Status

	
	
	
	010
	004
	016
	012
	006
	
	

	1
	Account Designation
	Beneficial Owner Reference
	YES
	YES
	YES
	YES
	YES
	No change to messages. 
	CLOSED

	2
	Order Type
	Special Agreement Code and Special Agreement Text
	YES
	YES
	NO
	NO
	NO
	An element 'Order Waiver Reason' is to be added to Individual Order Details (Code|Proprietary + text)
	CLOSED

	4
	Financial Instrument / Supplementary Identification 
	Fund Series
	 YES
	YES
	YES
	YES
	YES
	In Financial Instrument Details and element 'Fund Series' is to be added, it is a choice between YYYYMM, YYYYMMDD and text.
	CLOSED

	5
	Financial Instrument / Product Group
	Lot
	NO
	YES
	YES
	YES
	YES
	No change to messages. 
	CLOSED

	6
	Charge Details / Type / Extended / 'TOTAL CHARGES'
	Total Charges
	NO
	NO
	NO
	YES
	YES
	Resolved by a mutual fund change request. 
	CLOSED

	7
	Charge Details / Type / Extended / 'Performance Fee'
	GAIA use is something not already covered in mutual funds messages.
	NO
	NO
	NO
	YES
	YES
	A new charge type code is to be added.
	CLOSED

	8
	Partially Settled Status
	Gated
	NO
	NO
	YES
	NO
	NO
	Two new codes required. 
	CLOSED

	9
	Individual Execution Details
	GatingOrHoldbackDetails
	NO
	NO
	YES
	NO
	YES
	Sequence that covers both Gating and Holdbacks to be added.
	OPEN

	10
	Equalisation Credit / Debit
	GAIA agree it should be available.
	YES
	YES
	NO
	YES
	YES
	Add debit credit indicator the Equalisation.
	CLOSED


3 New Elements Other

The GAIA hedge/alternative funds message specification is a much streamlined and simpler implementation that the functionality fund in the SWIFT hedge/alternative funds messages. The GAIA work is being done in phases, so there may be more requirements for additional elements and codes over time.

This sections describes functionality found in the SWIFT hedge/alternative funds (sharp) messages (setr.059, 060, 061, 062, 063) or, in some cases, is part of a work-around specified in the SHARP market practice document. It has been agreed that some of this functionality should be included in mutual funds messages for the 2017 release. This section identifies this functionality.

3.1 Prepayment Date / Expected Cash Settlement Date 

	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	NO
	NO
	YES
	NO
	NO


In the MT 509, which is used for reporting the status of the funds payment in the ISO 15022 standard, there is an element for prepayment date which is currently not present in the setr.016 message. A Prepayment Date element also exists in the SWIFT hedge/alternative funds (sharp) messages. 

18 March 2016 review meeting FINAL PROPOSAL

The definition of the element Expected Cash Settlement Date is to be revised.
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18 March 2016 Review Meeting

TB says change the definition of Expected Settlement Date so it is obvious it is the prepayment date - definition should not refer to prepayment explicitly so that it could, for example, be used for a deferred redemption cash settlement.

18 March 2016 Review Meeting FINAL PROPOSAL
	Element
	Current Definition
	Revised Definition 

	Expected Cash Settlement Date
	Expected date at which the financial instruments will be exchanged against cash.
	Date of a payment, for example, a prepayment date. 


In the SWIFT hedge/alternative funds (sharp) messages, in the status, there is also a prepayment reference (definition: 'Unique and unambiguous identifier for a payment transaction, as assigned by the originator). The payment transaction reference is used for reconciliation or to link tasks relating to the payment transaction. It was concluded that this is not required.

3.2 Limited Partnership 

The SWIFT hedge/alternative messages support limited partnerships in that in the order confirmation messages, units number and price are optional:
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14 March 2016


Having unit number and price optional in the order confirmations may be difficult for all users of the mutual funds to accept. 

18 March 2016 Review Meeting FINAL PROPOSAL

Not to be supported explicitly in the messages, therefor there is no change to the messages.

GAIA is determining whether this could be 'handled' with market practice. Tomas Bremin said a limited partnership is processed as 1 unit (pseudo unit) 

3.3 Rejected Status Reason Codes 
	
	Setr.010 
	Setr.004
	Setr.016
	Setr.012
	Setr.006

	Messages
	NO
	NO
	YES
	NO
	NO


The SWIFT hedge/alternative messages contain some rejection status reasons not found in the mutual funds messages. 

10 March 2016 Review Meeting 

GAIA is open to supporting more codes for the rejection status in the future.

18 March 2016 Review Message FINAL PROPOSAL

New codes are to be added to the rejection reason code list as shown in the table, items 50 TO 57.

The Rejection Reason Code list

	#
	Code
	Code Name
	Definition
	

	1
	ADEA
	AfterDeadline
	Instruction was received after the Receiver's deadline.
	

	2
	BLCA
	AccountBlockedFor Corporate Action
	Investment account is blocked due to a corporate action.
	

	3
	BLTR
	AccountBlockedFor Transfer
	Investment account is blocked due to a transfer out of investment funds.
	

	4
	CASH
	InvalidCashAccount
	Cash account is not recognised or invalid.
	

	5
	CUTO
	CutOffTime
	Instruction has been received after the cut-off time.
	

	6
	DDAT
	SettlementDate
	Cash settlement date is not recognised or is invalid.
	

	7
	DEPT
	SettlementPlace
	Place of settlement is not recognised or is invalid.
	

	8
	DFOR
	InvalidSecurityForm
	Form of the security is wrong, eg, the form of security is registered not bearer or vice versa.
	

	9
	DLVY
	PhysicalDelivery Impossible
	Order contains physical delivery details but the fund can not be physically delivered.
	

	10
	DMON
	InvalidSettlementAmount
	Unrecognised or invalid settlement amount.
	

	11
	DOCC
	AccountBlockedMissing Documents
	Investment account is blocked until certain legal proceedings are completed, eg, legal documents from the successor, legal proceedings due to bankruptcy.
	

	12
	DQUA
	FinancialInstrumentQuantity
	Financial instrument quantity is invalid.
	

	13
	DSEC
	FinancialInstrument Identification
	Identification of the security is not recognised or is invalid.
	

	14
	DTRD
	TradeDate
	Unrecognised or invalid Requested Future Trade Date.
	

	15
	FEEE
	FeeOrCommission
	Unrecognised or invalid fee or commission.
	

	16
	ICAG
	DeliveringAgent
	Delivering agent is not recognised or is invalid.
	

	17
	ICTR
	InvalidCreditTransfer
	Credit transfer details are incorrect.
	

	18
	IDDB
	DirectDebit
	Direct debit account identification is not recognised or is invalid.
	

	19
	IDNA
	FinancialInstrument IdentificationAndName
	Identification of the security and the security name are not the same.
	

	20
	IEXE
	SubscriberOrRedeemer
	Unrecognised or invalid subscriber or redeemer.
	

	21
	INTE
	Intermediary
	Intermediary is not recognised or is invalid.
	

	22
	IOTP
	InvalidOrderType
	Order type is invalid.
	

	23
	IPAC
	InstructingPartyNot Allowed ForAccount
	Instructing party is not allowed to instruct for this investment account.
	

	24
	IPAY
	PaymentCard
	Payment card details are incorrect.
	

	25
	ISAF
	SafekeepingPlace
	Safekeeping place is not recognised or is invalid.
	

	26
	IVAG
	ReceivingAgent
	Receiving agent is not recognised or is invalid.
	

	27
	LATE
	TooLate
	Instruction was received after market deadline.
	

	28
	MONY
	NotEnoughCash
	There is not enough cash in the account to process the instruction.
	

	29
	NCRR
	SettlementAmount Currency
	Unrecognised or invalid Settlement Amount Currency.
	

	30
	NRGM
	NoCancellationMatch
	The cancellation request has been rejected since more than one instruction match to the cancellation criteria.
	

	31
	NSLA
	NotCompliantWithSLA
	Instruction is not compliant with the service level agreement.
	

	32
	ORRF
	DuplicateOrderReference
	Order reference is a duplicate of a previously received order.
	

	33
	PHYS
	PhysicalSettlement
	Physical Settlement Impossible.
	

	34
	PLCE
	PlaceOfTrade
	Unrecognised or invalid Place of Trade.
	

	35
	POIN
	DifferentValuationPoints
	Order contains funds that have different valuation points.
	

	36
	RTGS
	RTGSSystem
	Impossible to use RTGS System.
	

	37
	SAFE
	InvestmentAccount
	Investment account identification is not recognised or is invalid.
	

	38
	SECU
	NotEnoughFinancial Instrument
	There are not enough securities in the account to process the instruction.
	

	39
	SETR
	SettlementTransaction
	Unrecognised or invalid Settlement Transaction.
	

	40
	SHIG
	TooHighUnitsOrAmount To Subscribe
	Quantity of units or amount of money in the order is too high for a subscription.
	

	41
	SLOW
	TooLowUnitsOrAmount To Subscribe
	Quantity of units or amount of money in the order is too low for a subscription.
	

	42
	UDCY
	UnacceptedDealCurrency
	Deal currency is not supported.
	

	43
	ULNK
	UnknownLinkages Reference
	Linked reference is not known.
	

	44
	UNAV
	UnacceptedNAVCurrency
	Net asset value currency is not supported.
	

	45
	UPAY
	UnacceptedPayment Method
	Payment method, eg, cheque or payment card, is not accepted.
	

	46
	URSC
	UnacceptedRequested SettlementCurrency
	Settlement currency requested is not supported.
	

	47
	UWAI
	UnacceptedCommission Waiving
	Percentage of commission waiving exceeds the commission percentage or commission amount.
	

	50
	ILLI
	Assets Illiquid
	Assets are illiquid.
	NEW

	51
	BMIN
	Below Minimum Initial Investment Amount
	Amount of subscription is below the minimum initial investment amount.
	NEW

	52
	BMRA
	Below Minimum Redemption Amount
	Amount is below the minimum redemption amount.
	NEW

	53
	BMRV
	Below Minimum Retained Amount
	Holding will be below the minimum retained value.
	NEW

	54
	CLOS
	Fund Closed
	Fund is closed and will not take in any more investments.
	NEW

	55
	INSU
	Insufficient Capacity
	Insufficient capacity.
	NEW

	56
	LOKU
	Lock Up
	Lock-up period is in place.
	NEW

	57
	PRCT
	Percentage Holding Breach
	Percentage holding breach, for example, PPM rules; taxation rules (ERISA).
	NEW


3.4 NAV Date / Trade Date 

Some markets regard the Trade Date and NAV Date as two different dates. Some markets regard them as the same.

The SWIFT hedge/alternative funds messages have both NAV date and trade date:

	NAV Date [1.1]
	Trade Date [1.1]

	Valuation point, or valuation date of the portfolio (underlying assets). This is also known as price date.
	Date and time at which the price is applied, according to the terms stated in the prospectus. This is also known as deal date.


It has been proposed that in the mutual funds messages, the definition of the trade date should be updated so that from the definition of trade date so it is clear it is the same as NAV Date. 

	Element
	Current Definition
	Revised Definition 

	Trade Date
	Date and time at which a price is applied, according to the terms stated in the prospectus.
	Valuation date of the fund. This is also known as price date or NAV date.


This change request is to be submitted as a separate change request since it is NOT hedge/alternative funds specific. This change request should not be submitted by SWIFT Standards as it is believed that SWIFT Standards does not have enough business knowledge to defend such a change request. SWIFT standards will draft a change request for Clearstream to complete and send to the ISO RA.

3.5 New Elements Other - Summary
	#
	Element
	GAIA comment
	Message Types Impacted
	Conclusion
	Status

	
	
	
	010
	004
	016
	012
	006
	
	

	11
	Pre-payment date
	Present in MT 509. Clearstream (and CH?) say this should be added.
	NO
	NO
	YES
	NO
	NO
	Definition of Expected Cash Settlement Date is to be revised.
	CLOSED

	12
	Limited Partnerships
	GAIA may support this will MP but not specific elements
	NO
	NO
	NO
	YES
	YES
	Not to be supported explicitly in the messages. GAIA will agree market practice to cover this (for example, Unit is '1' (pseudo) unit, etc.
	CLOSED

	13
	Rejection Status Reason Codes
	GAIA are open to supporting more rejections reasons
	NO
	NO
	YES
	NO
	YES
	Add codes.
	CLOSED

	14
	Trade Date (NAV date)
	
	NO
	NO
	NO
	YES
	YES
	Definition to be updated
	OPEN


4 Summary of SWIFT Hedge/Alternative Funds Specific Data Elements 

All the specific hedge/alternative funds data elements found in the SWIFT hedge/alternative funds (sharp) messages (setr.059, 060, 061, 062, 063) or, in some cases, which is part of a work-around specified in the SHARP market practice document are listed in the table below and have been reviewed.

For each element, a decision was made on whether it is an element or modification that needs to be applied to the mutual funds messages for the 2017 release. 

	#
	Sequence/ Element
	Element/Codes
	059 Subs Ordr
	060 Redm Ordr
	064 Status
	061 Subs Conf
	062 Redm Conf
	Comment
	Implement-ation Y/N

	
	Hedge Fund Order Type
	Non Unitized, Side Pocket Component, Side Pocket Order, Top Up, Unitized
	YES
	YES
	NO
	YES
	YES
	14 March 2016: 

Not required
	NO

	
	Initial Order Indicator
	
	YES
	YES
	NO
	NO
	NO
	3 March 2016: Covered by NMPG IT CR 108 Order Sequence
	YES

	
	Beneficiary Details
	ERISA Eligibility, ERISA Rate, Benefit Plan Declaration Indicator, No Change To Beneficiary Details Indicator
	YES
	NO
	NO
	YES
	NO
	3 March 2016 GAIA: Where these items have been seen as 'standing data' they have been classed as outside the order flow for GAIA. Where they are required for DTCC AIP usage we have documented the use of a translation gateway. 
	NO

	
	Financial Instrument
	Series Issue Identification
	YES
	YES
	YES
	YES
	YES
	18 March 2016 

Simplified version used by GAIA. Element to be added. See section 2.
	YES

	
	Financial Instrument
	Series Name
	YES
	YES
	YES
	YES
	YES
	
	

	
	Financial Instrument
	New Issue Indicator
	YES
	YES
	YES
	YES
	YES
	
	

	
	Side Pocket Details
	Units|Ordered Amount|Holdings Rate

Inclusion Indicator & Identification
	YES
	YES
	NO
	YES
	YES
	3 March 2016 GAIA:

Not required.
	NO

	
	Order Waiver Details
	Below minimum investment amount, commission waiver, cut off date, front end load charge, generic waiver, late trade dealing.
	YES
	YES
	NO
	NO
	NO
	18 March 2016

To be added. See section 2
	YES

	
	Charge Details / Type
	Specially Agreed Front End Load
	YES
	YES
	NO
	YES
	YES
	3 March 2016 GAIA:

Not required.
	NO

	
	Payment Reference
	
	YES
	YES
	NO
	YES
	YES
	18 March 2016. Not required. (A nice idea to couple the fund and payment systems but not currently feasible.)
	NO

	
	Related Party Details / Role
	Contact person at executing party (CONE), contact person at instructing party (CONI), Custodian, Fund Broker, Name of Agent to Order, Prime Broker.
	YES
	YES
	NO
	YES
	YES
	3 March 2016 GAIA: definitely not supported in GAIA. This is standing data if anything.
	NO

	
	Related Party Details
	Communication Information - Name, fax, e-mail address
	YES
	YES
	NO
	YES
	YES
	
	

	
	Status (code)
	Cash Settled Order Not Executed

Definition is 'Order is accepted and is ready for execution (execution is the moment when pricing is applied). Cash is settled, but the order is not executed.'
	NO
	NO
	YES
	NO
	NO
	18 March 2016

Not required - redundant. It is how hedge funds work, cash is always received up front.
	NO

	
	Rejected / Code
	Assets Illiquid

Below Minimum Initial Investment Amount

Below Minimum Redemption Amount

Below Minimum Retained Amount

Below Minimum To Up Amount

Fund Closed

Insufficient Capacity

Lock Up

Percentage Holding Breach
	NO
	NO
	YES
	NO
	NO
	10 March 2016: To be added.

See section 2.
	YES

	
	Payment In Indicator
	
	NO
	NO
	YES
	NO
	NO
	18 March 2016. Not required.
	NO

	
	Payment Reference
	
	NO
	NO
	YES
	NO
	NO
	18 March 2016. Not required.
	NO

	
	Prepayment Date
	
	NO
	NO
	YES
	NO
	NO
	10 March 2016. This is a requirement (Tomas Bremin, Clearstream) Final proposal is to fine-tine the definition of Expected Cash Settlement Date.
	YES

	
	Prepayment Amount
	
	NO
	NO
	NO
	NO
	YES
	Derived from Sharp MP. 
18 March 2016: existing Expected Cash Settlement Date element definition to be revised. See section 3.
	YES

	
	Top Up Amount
	
	NO
	NO
	YES
	NO
	NO
	10 March 2016 GAIA :

Not required. Orders should be cancelled and rebooked if the amount is wrong. 
	NO

	
	Hold Back Details
	Hold Back Amount
	NO
	NO
	YES
	NO
	YES
	3 March 2016 GAIA: Holdbacks are a temporary affair in GAIA - only in place until the redemption price is audited. 

10 March 2016 GAIA: More details about holdbacks would be useful. 

18 March 2016 (1) : amount, release date and financial instrument identification/name added. 

18 March 2016 (2) : generic Gating/Holdback sequence to be created. See section 2.
	YES

	
	Hold Back Details 
	Hold Back Release Date
	NO
	NO
	YES
	NO
	YES
	
	

	
	Side Pocket Quantity
	
	YES
	YES
	YES
	YES
	YES
	10 March 2016 GAIA :

Not required. Side pockets are illiquid and therefore not suitable targets for a subscription or redemption instruction 


	NO

	
	Side Pocket Inclusion Indicator
	
	YES
	YES
	NO
	YES
	YES
	
	

	
	Side Pocket Identification
	
	YES
	YES
	NO
	YES
	YES
	
	

	
	Limited Partnerships (LPs)
	GAIA does not support. To support these units number and price would have to be optional in the confirmations.
	
	
	
	YES
	YES
	14 March 2016: It is unlikely there would be agreement on changing unit number and price to optional in the confirmation, See section 3.. GAIA will propose market practice to cover this.
	NO

	
	Gating / Code
	Gate Closed, Gated Order Full Settlement, Gate Open
	NO
	NO
	YES
	NO
	YES
	Derived from Sharp MP 

10 March 2016 NOT NEEDED 

18 March 2016: Proposed that combined gating and holdings sequence be added (gating and holdbacks have similar data elements). The sequence would have to indicate whether parameters for gating or holdback are being specified. The sequence would need an element to specify whether or not additional redemption order instructions need to be sent in order to have the rest of the redemption executed. See section 2.
	YES

	
	Gating / Rate
	
	NO
	NO
	YES
	NO
	YES
	Derived from Sharp MP
	NO

	
	Dealing Price / Type
	Estimated GAV (EGAV), Gross Asset Value (GAVL), 

Side Pocket NAV
	NO
	NO
	NO
	YES
	YES
	
	NO

	
	Equalisation
	Credit Debit Code
	NO
	NO
	NO
	YES
	YES
	Only amount and rate in mutual messages. Credit Debit indicator to be added.
See section 2
	YES

	
	Lot Details 
	Lot Description, Trade Date, Order Reference, Deal Reference, Lot Quantity and Amount
	NO
	YES
	NO
	No !!
	YES
	Simplified version used by GAIA.GAIA to examine were or not Lots is really needed. If yes, then Financial Instrument / Product Type is to be used.
	NO

	
	NAV Date
	
	NO
	NO
	NO
	YES
	YES
	It is agreed that there should be a change request to change the definition of trade date so that it is obvious it is the NAV date as well. This change has been written up as part of the hedge / alternative funds CR 454. 
See section 3.
	YES

	
	Total Amount of Charges 
	(without breakdown)
	NO
	NO
	NO
	YES
	YES
	CR for mutual funds MXs to allow total charges without the breakdown. Also GAIA requirement.
	YES

	
	Rejected Reason
	AdditionalReasonInformation
	NO
	NO
	NO
	YES
	NO
	Covered by alignment change
	YES

	
	Individual Execution Details
	Final Confirmation indicator
	NO
	NO
	NO
	NO
	YES
	April 2015 Source : customer
18 March 2016: element is to be added to the new GatingOrHoldback sequence. See section 1.
	YES

	
	Individual Execution Details 
	Amendment Indicator

Confirmation is an amendment of a previously sent confirmation.
	NO
	NO
	NO
	YES
	YES
	Source : customer. 
18 March 2016: In the SWIFT Hedge/Alternative messages, the order confirmation message can also be used as an amendment of a confirmation, and there is a flag to indicate if the message is being used as a confirmation or an amendment of confirmation. In the mutual funds messages, there are separate messages for amendment of confirmation and thus the Amendment Indicator element is not relevant.
	NO


5 Review of Usage of Hedge/Alternative Funds MXs setr.059-064

A small number of users of the SWIFT hedge/alternative funds messages were approached for some 'real-life' examples. This section of the document lists for each message type, the elements used in these examples. (The sample size was 1 example per message type.)

5.1 Comments

d) The optional element Investment Account / Sub Account / Identification is used for ‘designation’.

e) The optional Master Reference field is being used for ‘agent code’. If this is a code identifying the beneficiary, then probably it could go in Account / Designation. If this is code identifying a ‘sales agent’ or distributor, then it should go in Related Party.
f) The optional element Ordered Amount (‘amount of money instructed for the subscription) is used in the confirmations. In the ‘mutual’ funds messages the Net Amount or Gross Amount depending on the message.

g) There is a mandatory element Executed Amount (the ‘amount of money invested in the financial instrument’). The ‘mutual’ confirmation messages have a mandatory settlement amount instead (‘Total amount of money paid /to be paid or received in exchange for the financial instrument in the individual order.’).

h) The mandatory sequence ‘Beneficiary Details’ (in the subscription order) must be used because the sequence is mandatory (several elements in the sequence are mandatory). It is difficult to tell if the sequence is used only because it is mandatory or because this information has to be provided on the subscription instruction. GAIA do not want these elements to be mandatory. This kind of data is regarded as static data.

i) The mandatory element NAV Date must be used because it is a mandatory element. It is difficult to tell if the element is used only because it is mandatory or because it is a different date from the mandatory Trade Date that must be provided.

 [1] setr.059 Alternative Funds Subscription Order

	#
	Element
	
	Comment

	1
	Master Reference
	O
	Used for an ‘Agent Code’. 

	2
	Order Reference
	M
	

	4
	Investment Account 
	M
	

	3
	
Account \ Identification
	M
	

	4
	Sub Account 
	O
	Used for ‘designation’.

	
	
Identification
	
	

	
	Beneficiary Details
	M
	Must find out if this is only used because it is mandatory.

	5
	
Erisa Eligibility
	M
	Populated with ‘unknown’

	6
	
Benefit Plan Declaration Indicator
	M
	

	7
	
No Change To Beneficiary Details Indicator
	M
	

	
	Financial Instrument
	M
	

	8
	
Identification
	M
	

	
	

ISIN
	
	

	9
	Financial Instrument Quantity
	M
	

	
	
Ordered Amount (or Units)

	
	


[2] setr.060 Alternative Funds Redemption Order

	#
	Element
	
	Comment

	1
	Master Reference
	O
	Used for an ‘Agent Code’. 

	2
	Order Reference
	M
	

	3
	Investment Account 
	M
	

	
	
Account \ Identification
	M
	

	4
	
Sub Account 
	O
	

	
	

Identification
	O
	Used for ‘designation’.

	
	Financial Instrument
	M
	

	5
	
Identification
	M
	

	
	

ISIN
	
	

	6
	Financial Instrument Quantity
	M
	

	
	
Units Number (or Ordered Amount)

	
	


[3] setr.061 Alternative Funds Subscription Order Confirmation

	#
	Element
	
	Comment

	1
	Master Reference
	O
	Used for an ‘Agent Code’.

	2
	Order Reference
	M
	

	3
	Deal Reference
	M
	

	
	Investment Account
	M
	

	4
	
Account \ Identification
	M
	

	5
	
Name 
	O
	

	
	
Sub Account
	

	

	6
	

Identification
	M
	Used for ‘designation’.

	7
	


Name
	O
	

	
	Financial Instrument
	M
	

	8
	
Identification
	M
	

	
	

ISIN
	
	

	9
	
Name 
	O
	

	10
	Ordered Amount
	O
	

	11
	Executed Amount
	M
	Amount of money invested in the financial instrument. (Mutual has a mandatory settlement amount instead ‘Total amount of money paid /to be paid or received in exchange for the financial instrument in the individual order.’)

	12
	Units Number
	O
	

	13
	Dealing Price Details
	O
	

	
	
Unit Price Type
	M
	

	
	
Value
	
	

	14
	Trade Date Time
	M
	

	15
	NAV Date 
	M
	This element is mandatory – it is not a requirement for GAIA.

	
	Total Charges
	O
	

	16
	
Total Amount of Charges
	O
	The possibility to state total charges and not also an individual charge is covered in a mutual funds CR.

	
	Equalisation
	O
	

	17
	
Amount
	
	


 [4] setr.062 Alternative Funds Redemption Order Confirmation

	#
	Element
	
	Comment

	1
	Master Reference
	O
	Used for an ‘Agent Code’. Same comment as setr.059

	2
	Order Reference
	M
	

	3
	Deal Reference
	M
	

	
	Investment Account
	M
	

	4
	
Account \ Identification
	M
	

	5
	
Name 
	O
	

	
	
Sub Account
	

	

	6
	

Identification
	M
	Used for ‘designation’.

	7
	


Name
	O
	

	
	Financial Instrument
	M
	

	8
	
Identification
	M
	

	
	

ISIN
	
	

	9
	
Name 
	O
	

	10
	Ordered Amount
	O
	

	11
	Executed Amount
	M
	Amount of money invested in the financial instrument. (Mutual has a mandatory settlement amount instead ‘Total amount of money paid /to be paid or received in exchange for the financial instrument in the individual order.’)

	12
	Units Number
	O
	

	13
	Dealing Price Details
	O
	

	
	
Unit Price Type
	M
	

	
	
Value
	
	

	14
	Trade Date Time
	M
	

	15
	NAV Date 
	M
	This element is mandatory – it is not a requirement for GAIA.

	
	Total Charges
	O
	

	16
	
Total Amount of Charges
	O
	The possibility to state total changes and not also an individual charge is covered in a mutual funds CR.

	
	Equalisation
	O
	

	17
	
Amount
	
	


 [5] setr.064 Alternative Funds Order Instruction Status Report 

	#
	Element
	
	Comment

	1
	Master Reference
	O
	Used for an ‘Agent Code’. Same comment as setr.059

	2
	Order Reference
	M
	

	3
	Status Details
	M
	


6 Messages in Scope of the Change Request 

The following messages will be updated for the SCFS hedge/alternative Funds change request:

	
	Message 
	Identifier
	
	
	Message 
	Identifier

	1. 
	Redemption Order
	setr.004.001.03
	
	2. 
	Order Instruction Status Report
	setr.016.001.03

	3. 
	Redemption Order Cancellation Request
	setr.005.001.03
	
	4. 
	Order Cancellation Status Report
	setr.017.001.03

	5. 
	Redemption Order Confirmation
	setr.006.001.03
	
	6. 
	Subscription Order Confirmation Cancellation Instruction
	setr.047.001.01

	7. 
	Subscription Order
	setr.010.001.03
	
	8. 
	Subscription Order Confirmation Amendment
	setr.048.001.01

	9. 
	Subscription Order Cancellation Request
	setr.011.001.03
	
	10. 
	Redemption Order Confirmation Cancellation Instruction
	setr.051.001.01

	11. 
	Subscription Order Confirmation
	setr.012.001.03
	
	12. 
	Redemption Order Confirmation Amendment
	setr.052.001.01

	13. 
	Switch Order
	setr.013.001.03
	
	14. 
	Switch Order Confirmation Cancellation Instruction
	setr.055.001.01

	15. 
	Switch Order Cancellation
	setr.014.001.03
	
	16. 
	Switch Order Confirmation Amendment
	setr.056.001.01

	17. 
	Switch Order Confirmation
	setr.015.001.03
	
	
	
	


Should the hedge/alternative funds functionality be added to the bulk order and confirmation messages?

Rainer Vogelgesang: The change request submitted by the Swiss Commission for Financial Standardisation (SCFS) (ISO 20022 change request number 454) did not include the bulk order and confirmation messages.

As of 22 March 2016, no change requests have been by ISO 20022 to add hedge/alternative funds functionality to the bulk order and confirmation messages

7 MT 509

This is a record of specific element for funds in the MT 509 in order to assess the completeness of the setr.016 format.

	#
	Field
	Qualifier
	Definition
	Comment with respect to setr.016

	1
	98a
	PVAD - Prepayment Value Date/Time
	Date/Time at which the prepayment was executed.
	Missing. Is the MT definition okay? Or would it be better as: "Date/Time at which the prepayment was executed or the date time by which the prepayment must be executed."


It would appear that pre-payment value date is the only funds specific item in the MT 509 not included in setr.016. However, the Expected Cash Settlement Date in setr.016 is the ‘prepayment date’ and the definition is being updated to make this clear.
8 Comments on GAIA Message Usage

In setr.010, it looks like Total Settlement Amount and Cash Settlement Date are specified at 'multiple level' rather than at 'individual level'. In the confirmations, Settlement Amount and Cash Settlement Date are specified at individual level.
9 Financial Instrument / Identification - a special note

Currently, the investment funds messages uses the component SecurityIdentification3Choice
 and 'Name'. The securities messages uses the component SecurityIdentification19 (which is not a choice) which includes the element 'Description' (= name).

It is possible that investment funds will align with the securities messages, although no change request has been submitted for this to date.
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The securities messages component is not a choice, but rather is a set of optional elements, ISIN, Other Identification and Description. There is a series of rules to ensure that ISIN or Other Identification or Description is present. 

External Code list (at 23 November 2015)

	Code
	Name
	Definition

	BLOM
	Bloomberg
	Ticker-like code assigned by Bloomberg to identify financial instruments.

	CCCD
	Other National Securities Identification Number
	National Securities Identification Number issued by the National Numbering Association for a country for which no specific financial instrument identification type code already yet. The first two letters of the code represents the coutry
 code (for example, EGDC for Egyptian NSIN). To be used only until the code is added to the ISO ExternalFinancialInstrumentIdentificationType1Code list.

	CMED
	Chicago Mercantil Exchange (CME)
	Ticker-like code assigned by the Chicago Mercantile Exchange to identify listed-derivatives instruments.

	COMM
	Common Code
	National securities identification number for ICSDs issued by the National Numbering Association Clearstreaam
 and Euroclear.

	CTAC
	Consolidated Tape Association (CTA)
	Ticker-like code assigned by the Consolidated Tape Association to identify financial instruments.

	CUSP
	Committee on Uniform Security Identification Procedures (CUSIP)
	National securities identification number for US and CA issued by the National Numbering Association Standard & Poor´s - CUSIP Global Services.

	ISDU
	ISDA/FpML Product URL (URL in SecurityID)
	URL in Description to identify OTC derivatives instruments.

	ISDX
	ISDA/FpML Product Specification (XML in EncodedSecurityDesc)
	XML in Description to identify OTC derivatives instruments.

	LCHD
	LCH-Clearnet
	Ticker-like code assigned by LCH to identify listed-derivatives instruments.

	OCCS
	Options Clearing Corp (OCC)
	Ticker-like code assigned by the Options Clearing Corporation to identify financial instruments.

	OPRA
	Options Price Reporting Authority (OPRA)
	Ticker-like code assigned by the Options Price Reporting Authority to identify financial instruments.

	RCMD
	Markit Red Code
	Ticker-like code assigned by Markit to identify listed-derivatives instruments.

	RICC
	Reuters Instrument Code (RIC)
	Ticker-like code assigned by Thomson Reuters to identify financial instruments.

	SEDL
	Stock Exchange Daily Official List (SEDOL)
	National securities identification number for GB issued by the National Numbering Association London Stock Exchange.

	SICC
	Securities Identification Code Committee
	National securities identification number for JP issued by the National Numbering Association 6 Stock Exchanges and JASDEC (Securities Identification Ticker-like code Committee)

	TIKR
	Ticker Symbol (TS)
	Ticker Code assigned by an exchange to identify financial instruments.

	VALO
	VALOR
	National securities identification number for CH and LI issued by the National Numbering Association SIX Telekurs Ltd.

	WKNR
	Wertpapierkennummer (WKN)
	National securities identification number for DE issued by the National Numbering Association WM Datenservice.


There are spelling errors in the above table that have been reported to the ISO 20022 RA.

It is possible that investment funds will align with the securities messages.

GAIA specifies the use of SEDOL and CUSIP explicitly. It can be seen that if investment funds does align with securities in this aspect there will be an impact in that GAIA uses will have to change. The following tables shows what the XML structure looks like today and what would look like in the future, if investment funds aligns with securities:

Example 1 - ISIN and Name are specified

	Investment Funds
	Securities

	<FinInstrmDtls>


<Id>



<ISIN>LU1234567890</ISIN>


</Id>


<Nm>Ethical Green Fund</Nm>

</FinInstrmDtls>
	<FinInstrmId>


<ISIN>LU1234567890</ISIN>


<Desc>Ethical Green Fund</Desc>

</FinInstrmId>


Example 2 - CUSIP is specified

	Investment Funds
	Securities

	<FinInstrmDtls>


<Id>



<CUSIP>12345678</CUSIP>


</Id>

</FinInstrmDtls>
	<FinInstrmId>


<OthrId>



<Id>1234567890</Id>



<Tp>




<Cd>CUSP</Cd>



</Tp>


</OthrId>

</FinInstrmId>


Example 3 - CUSIP and Ticker Symbol are specified

	Investment Funds
	Securities

	In investment funds order messages, it is not possible to specify multiply fund identifiers. In the investment funds price reports, it is possible to specify multiple structured identifiers.
	<FinInstrmId>


<OthrId>



<Id>1234567890</Id>



<Tp>




<Cd>CUSP</Cd>



</Tp>


</OthrId>


<OthrId>



<Id>55555</Id>



<Tp>




<Cd>TIKR</Cd>



</Tp>


</OthrId>

</FinInstrmId>


� This was recently updated to SecurityIdentification23Choice to eliminate an XOR structure for the November 2016 release.


� Spelling error has been reported to the ISO RA.


� Spelling error has been reported to the ISO RA.
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Attendees
1. NO Svein R. Borgersen
2. DK Niels W. Hougaard
3. DK Henrik Kjaerbye
4, SE Henrik Staffas
5. GB (+ Co-chair) David Broadway
6. XS (Euroclear) (+ Co-chair) Nadine Mubhigiri
7. IT Andrea Milanesio
8. LU Charles Boniver
9. XS (Clearstream) Tomas Bremin
10. CH Rainer Vogelgesang
11. BR Ana Abidor
12. E (+ SMPG Steering Committee) Rudolf Siebel
13. GB David Aspinall
14. SWIFT (+ Facilitator) Janice Chapman
15. SWIFT Margaux Monforti
16. CH Thomas Rohr — guest
Apologies
FRANCE

Agenda Outline

NMPG updates matters arising

. Change Requests for 2014-15 maintenance cycle (non-order messages)
° Extension & Supplementary Data

. MyStandards housekeeping

° Account management MP review

. Orders MP review

. SMPG IF WG operating model

. Change Requests for order messages
° Corporate Actions

° Price Report (time permitting)

. Dashboard update

. Any Other Business
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4.1

4.2
42.1

4.2.2

4.2.3

SMPG investment Funds Organisation
e Co-Chairs
e David Broadway / Investment Management Association (GB)
e Nadine Muhigiri / Euroclear (XS)
e Facilitator
e Janice E. Chapman / S.W.I.F.T. Scrl
e Steering Committee Sponsor

e Rudolf Siebel / Bundesverband Investment und Asset Management e.V. (DE)

NMPG Country Updates

Clearstream
Migration to 20022 peaked, many small actors left. Some have no clue.

MyStandards: testing portal is something that may be used, still assessing functionality. New
ISO MXs project, now have a draft schema.

Denmark
ISO MIGRATION

Denmark has decided to abandon the proprietary format and migrate to 1ISO 20022 in 2018 via
the following steps:

e All functionality of the CSD-system must be assessable via ISO-format

¢ New functionality will be developed in ISO 20022 format (excluding proprietary and ISO
15022)

e All functionality must be available in ISO 20022 in 2016 (when we migrate EUR to the
T2S platform

e Proprietary and ISO 15022 will be abandoned in 2018 (when we include DKK on the T2S
platform)

e Asextra service we will offer a “translation service” from 15022 to 20022 and visa verse

Status on ISO 20022

All fund messages developed and offered in 20022. For funds proprietary and ISO 15022
doesn’t exist.

FATCA

Denmark has signed a model 1 agreement, and tax authorities will thus handle all
communication regarding Danish FFI's directly with IRS. Foreign FFI’s will be reported have to
register themselves and report directly to IRS.
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4.2.4

4.3

4.4
44.1

4.4.2

443

444

MyStandards

Our present rules are in the phase of being substituted by MyStandards. Migration finalized end
Q3 2014. As the SWIFT user community in Denmark with regards to securities are very limited,
the Danish Marked Practice is the same as VP standards.

Euroclear

Acceleration of migration to 20022 is one of main focuses. Guidelines for MyStandards by end
of the year for funds.

Italy
ISO Migration Project

Migration to ISO 20022 is moving forward with good results, the project is composed by the
following 2 phases :

Pilot phase

Actually the pilot phase which involves 18 institutions (banks, hubs and asset manager) is
completed, 15 pilots are in production and the remaining 3 will be in production before
summer.

Market phase

Additional 16 institutions, including the top 5 asset manager and banks, are committed to
migrate to I1SO by end of 2014 and 2 of them are already in production.

ISO messages covered

Messages type already in use are : accounts, orders, transfers (for some pilots).
Next step will be implementing the statement of holding and price report messages.
Figure

Total number of institutions (Pilot + Market) which apply for ISO migration are 34 and more are
coming on monthly basis.

The average volume of transactions in production environment is over 10.000/day with
estimated peak of 15.000/day during saving plan processing (even if the institution is live with
ISO the migration of the volumes into I1SO is underway).

The market coverage based of total AUM promoted by fund houses participating to ISO project
is 85% (including domestic and cross border funds distributed in Italy).

FATCA

Although the local operational/technical rules have not been yet issued by the fiscal authorities
we have decided to handle FATCA data for new clients (starting from 2014 July 1st) with I1SO
messages, therefore spent a considerable amount of time to identify a standard FATCA data set
and to match it with ISO account messages. We have completed the impact analysis and
identified few CRs (6) to be submitted to ISO for next maintenance cycle (2014/2015)
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4.4.5

4.4.6

4.5
45.1

4.5.2

MyStandards

All documentation related to messages template and process is available in My Standard since
October 2013.

Next priority

Next priority for the Italian Community is to complete the industry migration to ISO increasing
the transaction's volume generated by ISO 20022 and including all ISO messages type.
(statement of holdings and price report)

We also have to consolidate the domestic business process guideline issuing the V3 of
Standardization Guidelines which will include new business process such as FATCA data set,
AML data set and transfer of holdings between HUBs.

Luxembourg

ALMUS:

The revised templates for the Luxembourg Market Practice for the order flow are finalized and
are made public on MyStandards.

Next steps:

Look at the difference between ALMUS and Findel templates and publish a final version for the
Luxembourg market: ETA before summer vacation.

Need to finalize the process document for the order flow. It will the SMPG document with an
annex where the Luxembourg specificities will be described.

Continue to review the template for the Switches (it will be another collection set in
MyStandards).

FINDEL
Single leg transfer:

The single leg transfer simple scenario is now finalized (flow between the transferor and
the transfer agent). The templates and process document are posted on MyStandards and
should be made public within a few days.

Next: the group needs to look at the more complex scenarios.
Statement of holding:

Very close to publishing a final public version of the templates.
Other:

Agreement on how to work in Luxembourg between ALFI (standardization working group),
ALMUS & Findel: Findel will look at the problems or the opportunities that the investment
funds player have when it comes to automation. The detailed analysis (e.g. templates
definition) will be the task of the ALMUS IFWG. The ALFI standardization WG will then
market the work produced and bring back any feedback that they would receive to ALMUS
and/or Findel.

Discussion also under way internally within the group to see the subjects that should be
tackled next.
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4.6
4.6.1

4.6.2

4.6.3

4.6.4

Norway
Status market practice 1ISO 20022

Development of Norwegian market practice definitions is still mainly driven by VPS’ migration
project. Market practice has been updated on orders and price report according to SMPG
definitions.

Update of market practice documentation for publishing on MyStandards has regrettably been
postponed because focus and resources still is on finishing the migration process, and the need
for local adjustments to serve this process.

New developments in 2014 are the creation of VPS-accounts in the CSD in general securities
(not only for funds) with I1SO 20022 Account Management messages.

Status VPS migration project
Phase 1

Migration of orders and account messages in to VPS (fund TA and CSD) is almost
completed.

Phase 2

Migration of all reporting from VPS fund TA to external parties has been more challenging
than expected and has been prolonged. New target end date is July 2014, but that still may
be optimistic. On the other hand, most organizations are now doing parallel testing, so
volumes of ISO 20022 messages handled by VPS is close to full production.

There does not exist any complete statistics for usage of ISO 20022 messages in Norway,
but the main volumes are related to traffic to and from VPS.

In March 2014 1SO 20022, messages received and sent by VPS was 980.000 with about 25
participating institutions.

Current ISO 20022 work

Distribution of investment funds through nominees is relatively new in Norway (was first
allowed for Norwegian funds about 10 years ago) but clients movements in and out of nominee
registers are increasing and this is creating challenges versus Norwegian tax regulations.
Selecting a message that can carry necessary tax information has therefore become a priority. A
suggestion to use the TransferOutConfirmation is currently being discussed.

FATCA reporting is a current issue also in Norway (being a IGA country). The Government has
not finalized the regulation of new reporting rules, but has decided that the extra information
needed shall be a part of the ordinary tax reporting. Thus, some new information fields will
probably be needed in the Account messages.

Main migration challenges

The main challenges when migrating from proprietary information interfaces to ISO 20022 has
been to create a compromise between changes of business process flows to the logic supported
by ISO messages, and making it possible to carry the information needed for participants to
continue their business operations.

Clearly the Norwegian market has a history where different institutions has had a more
integrated operation and information flow than the ISO messages are designed for. Thus, in
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4.7

4.8
4.8.1

4.8.2

4.8.3

some areas the ISO 20022 messages offers an overflow of options, and in others there are
challenging shortcomings.

In this process too little time has been spent on discussing change requests and new rules.
When the main migration process is completed we need to use the experience to look at future
adjustment requests.

Sweden

Have published orders on MyStandards. Currently working on statements transactions and
holdings.

United Kingdom
Transfers

The UK's transfers market practices, covering the end-to-end process of transferring the
investment fund portfolios, were updated to reflect the 2013 message release from November.

Version 1.1 covers plain vanilla transfers of portfolios involving only UK funds, and uses little of
the enhanced functionality introduced to the messages since 2007.

Version 2.1 covers a wider range of transfer scenarios, including pension portfolios; a wider
range of asset classes; and the possibility for the portfolio provider to instruct a third party
custodian though which it may hold the investments.

For the time being, there is no expectation on that implementers of v1.1 must also implement
v2.1, although there is a longer-term intention for the industry to converge on v2.1.

The working group is now meeting again regularly to agree further enhancements for
implementation in 2015 (there is no appetite to implement further change in 2014). As part of
this work, it is intended to split asset transfers from the portfolio level messages to form a
stand-alone market practice, and also to decouple pensions from simpler unwrapped and ISA
portfolios, in order to confine the impact of future updates to the relevant market sectors.

Orders

It is intended to reconvene a working group to review and update the UK orders market
practice in the light of the revised global version, although work on this has yet to commence.

ViaNova

"ViaNova" is a stand-alone market practice, which has been established for several years in the
corporate pensions space to accommodate communications between company pension
scheme administrators and the managers of pooled funds (usually insurance fund structures) in
which scheme members can invest. It covers subscription, redemption/switch orders, price
reporting and statements.

The group met in February to launch an initiative to promote ViaNova as the best way forward
for order processing, prices and holdings publication in the corporate pensions industry. To this
end three discrete sub-groups have been formed of product providers, pension administrators
and technologists.

Each group has three tasks initially:

Define what 'good' looks like - to document precisely what the implications of support for
ViaNova means to the target group. The documents from the three groups will be combined to
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form the heart of an article which we can then publish to clarify what ViaNova is all about to
the wider industry.

Identify gaps in ViaNova support - having defined what 'good' looks like, to then identify gaps in
the services provided; which players need to be approached and what are their reasons for not
connecting to ViaNova today.

Action planning - to identify a set of concrete actions that the working group will propose to the
main ViaNova working group. Actions should be designed to promote the adoption and
influence of the ViaNova Standard by making it easier for new parties to understand the
business benefits, identify who are good exponents of the practice, or to enable them to start
using the messages."

These groups are all scheduled to meet before the next full ViaNova meeting on 20 May.

4.8.4 MyStandards

MyStandards is now being used to publish new/revised UK funds market practices in
consultation draft and then final form.

4.9 Switzerland

4.9.1 MT-MX-migration of ISO 20022 IF order messages of SWIFTNet Funds on SWIFTNet

The Swiss Commission for Financial Standardisation (SCFS) conducts market coordination
activities of the MT-MX-migration of ISO 20022 IF order processes, based on the mandate of
the Swiss SWIFT NMUG. The cornerstones of the coordination are agreed timeline, MT-MX-
migration market practice and MP tooling environment (SCFS validation portal).

The Swiss MT-MX-migration Market Practice was developed during 2011-2012 and the first
release finalised at the end of 2012.

The scope of the MP rel. 1.0 consisted of subscription, redemption, switch processes with
messages for orders, confirmations, order cancellation requests, confirmation cancellations,
confirmation amendments and technical rejections.

During 2013, the SCFS contributed its input to the global SMPG MP and, upon availability of the
latter, conducted a gap analysis of the Swiss MP vs. the global MP.

After resolution of any remaining gaps, the MP release 1.1 is planned to be published by end
April 2014.

The coverage of MP release 1.1 is re-focused onto the core MXs as follows: subscription and
redemption processes (no switch) with messages for orders, confirmations, order cancellation
requests, confirmation cancellations (no confirmation amendments), technical rejections The
remaining messages of rel. 1.0 are to be re-scheduled to future MP releases.

A MP release cycle concept was developed. See separate presentation.

A MP change request process was developed and implemented in the SCFS tooling
environment.

The majority of the members of the SCFS IF WG expect to be MX-ready by end of 2014 in order
to meet the NOV-2015 deadline.
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4.9.2

4.9.3

49.4

495

SCFS web-resources
SCFS Validation Portal - SCFS Investment Funds Market Practice

. Based on solution provided by GEFEG mbH
° URL: http://portal.gefeg.com/scfs-funds-mp.htm
. Usage: publication of MP guidelines, implementation support functions

MyStandards MPG licence with own community (NMPG CH IF SCFS) fully configured

. Based on solution provided by SWIFT

° URL: www.swift.com/mystandards

. Usage: review of non-SCFS MPs, analysis functions (compare, etc), publication of
. SCFS MPs (pending)

ISO 20022 Market Coordination section on www.sksf.ch:

° http://www.sksf.ch/de/fachkommissionen/iso_20022_market_coordination.html
° Monthly newsletter: SCFS ISO Standards Spotlight
° Miscellaneous MP documents

Investigation on harmonising investment funds and alternative investment funds
message sets

The SCFS has recently conducted an investigation into the investment funds distribution related
message sets of the two I1SO 20022 business justifications entitled ‘investment funds
distribution (BJ 2)’ and ‘alternative funds (BJ 37)’.

The aim of this investigation consisted in analysing whether there is potential for harmonising
both message sets, acknowledging that BJ 37 has not yet achieved ‘registered and published’
status. The intermediary outcome of this investigation is very encouraging.

As one next step, the SCFS intends, amongst others, to enter into discussions with the
submitter of both business justifications (i.e. SWIFT) in order to identify viable approaches for
merging the two message sets.

It is to be expected that, if a merged message set could be arrived at, the business processes in
the area of investment funds distribution would benefit from the potential for further
automation.

One of the observations was that market practices could be developed for a harmonised
message set in order to specify specific processing practices, be they for investment funds,
alternative investment funds or even specific functions, thus dispensing with the need for
distinct multiple message sets.

See separate presentation on this topic.

Transfers practice

° Review of situation re TA practices
. Analysis of legal and regulatory requirements on-going
. Readiness to involve Luxembourg IF standards community

Pre-payment funds processing
As a start, the Swiss ISO 20022 MT-MX-migration MP has been amended with provisions for
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4.9.6

4.9.7

4.10
4.10.1

4.10.2

4.10.3

some of the required elements. The contents for a related future ISO 20022 CR have been
agreed.
Further investigations are foreseen.

Investor restrictions for plain vanilla IF

- Focus on following markets: CH, DE, FR, IE, LIE, LU, GB
- Requirement gathering is on-going.

Investment Funds topics at Events and Conferences organised by SCFS

1. Swiss Commission for Financial Standardisation — Investment Funds Conference
e  Developments — Cost pressures — Measures in the Swiss financial centre
o Zurich, 07 May 2014
o http://www.sffso.ch/downloads/Symposia/2014-05-07/E-
SKSFFondsKonferenz2014 _
e  Ausschreibung_mitAgenda_20140227 Final_V1.2.pdf
e  Organised by SCFS

2. Swiss Forum for Financial Standards
e three streams (payment traffic, securities, IT)
e  Zurich, 16 October 2014
e Jointly organised by SWIFT and SCFS

Germany
Status market practice 1ISO 20022

Development of German market practice was finalised in 2005. All MX message types which are
relevant for the German market are included and published on the SMPG website in the GEFEG
format. The German NMPG “DESSUG Investment funds” is in the process of updating and
modernising the Market practice documentation.

The DESSUG Investment funds plans to update its Market Practice documentation for
publishing on MyStandards. The group benefits from the support of Clearstream Banking. As
soon as CB will launch their MyStandards documentation project, the German NMPG market
practice will be included.

Status ISO 20022 migration

Some German market players are in the process of integrating MX message types and sizable
amount of participants are providing a budget for the transition. However, there are big players
who are still hesitant to invest into this technology. In the meantime the deadline of
01.01.2013, which prevented new market entrants from using FIN message types for funds, did
not change the messaging behaviour of the big players who were in business before 2012.

There is also a trend in the German market to connect to the big fund order routing platforms
which are part of ICSDs. This will increase the volumes of MX messaging in the future.

Ongoing standardisation work

We standardised the ordering process for German real estate funds in accordance with the new
German investor protection law (Anlegerschutzgesetz). In addition we looked at Funds XML and
their standardisation efforts. In order to support our public relations and promote the
cooperation with the DESSUG Investment funds group as well as the introduction of 1ISO 20022
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for funds messaging we produced an image brochure. We analysed potential impacts of the
Tobin tax and the introduction of T2S on the German Market as well as related standardisation
needs. We put a focus on the transparency of holdings.

4.10.4 Next steps

We will focus on the following topics during our standardisation work: updating DE Market
Practice documentation, migration on MyStandards, analysing the impact of the DE IGA for
FATCA, Mifid Il, OGAW V, T2S, CSD regulation, and Corporate Actions for funds in cooperation
with the DESSUG CA group.

411 Brazil

4.11.1 Securities Balance Account Report

ANBIMA is fostering adoption of a new message based on ISO 20.022 aiming to substitute the
proprietary message (ANBIMA'’s standard) that is exchanged between custodians, asset
managers, risk companies and PREVIC (National Complementary Pension Superintendence)
since 2002.

Self-Regulation Enforcement

In February, 2014 the use of the message was approved by the ANBIMA’s Self-Regulation
Committee and, therefore, a date was established for members to adopt the new message -
September, 1* 2014.

Although the challenges are huge as the structure of the message is completely different, a
working group is meeting frequently in order to develop guidelines and filling examples.

4.11.2 New Regulations by the Brazilian Securities Commission
Market Infrastructure

It was published in December,2013 new regulations for the activities of custody, depositary and
registrar. These regulations brought new responsibilities for each player and is expected the
market to be focused on adaptation on the next 2 years.

Investment Funds

We are expecting the biggest public hearing regarding Brazilian’s Investment Fund regulation by
the end of April. The idea is to improve, increase transparency and competitiveness of this
vehicle. Major changes expected are: (1) all documentations by the fund will be electronic, (2)
possibility for funds to not work with daily NAVs. This will enable funds to have periodic NAVs
following the international experience.

5 SMPG IF WG Operating model

5.1 Coordination of Market Practice updates with message maintenance

Thomas Rohr, CH, presented the thoughts and plans of the Swiss funds community on how to
coordinate the update to market practice following a message maintenance for it community
(power-point “SKSF_Swiss Fund-MX Market Practice Release Cycle_ V0 1_20140128.pdf’

SMPG itself does not have a plan for the release of new market practices following a
maintenance. It was agreed that there needs to be some kind of market practice update release
plan.
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Initial thoughts:

It is known by the autumn meeting which messages are being updated and how they are being
updated. Therefore, SMPG can know at this stage how the SMPG MP is being impacted. In
January, revisions to market practice need to be carried out.

5.2 smpg.info verses MyStandards

Smpg.info is still considered the primary source and it is not desirable to have market practice
information posted on smpg.info and MyStandards.4tis-heped-thatMyStandardsisto-be the

But it must be possible for the smpg.info users to be directed to MyStandards in a meaningful
way.

Action_1 A one-page PDF is to be posted on smpg.info giving information about what is
available on SMPG IF MyStandards and clear guidance on access the MyStandards
collections. This will be created for SMPG (J. E. Chapman) and subsequently
become a template for the NMPG to follow suit.

If a market practice is available on MyStandards, the version in smpg.info is to be
archived.

Action 2 In addition, Janice, with guidance from SMPG-IF convenors will review documents
in the Final Global documents folders and remove obsolete documents to an
archive folder.

Action 3 Each NMPG IF convenor review documents in their respective local final and local
draft folder and instruct Janice to remove obsolete documents to an archive
folder.

5.3 MyStandards Housekeeping

There needs to be agreement on what to do with usage guidelines collections that are
superseded by a new version.

It was agreed that obsolete final collections will be prefixed by ‘Z-Archive’. The publication
status will be changed to ‘private’.

It was agreed that the version of the market practice is also needed in the collection name as
well as the date.

Draft collections are not archived, they are overwritten by the final draft or final versions.

ACTION: J.E. Chapman

5.4 Meetings - Physical

A standing item is to be introduced on the agenda of the Autumn global meeting. This will be a
review of the ISO maintenance change request document to assess whether any existing
market practices are impacted and to schedule and carry out the updates to the market
practice so that the market practice is updated in the January time-frame.

It is important that we discuss the forthcoming priorities. We typically have this on the last day
of the agenda. This means that we may not have everyone present because of travel plans or
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we do not have enough time to discuss it fully. This item will be moved up the agenda so it is
not covered on the last day of the meeting.

From the items discussed and decisions made, the co-chairs will then draw up a work plan.

5.4.1 Monthly Conference Call Meeting
These are sometimes not very well attended and there is sporadic success in getting progress
on work items.
[a] There is agreement on only having the call if there is something to discuss.
[b] A more focussed agenda is desirable with one or, at most, two topics.
[c] It is agreed that Microsoft Outlook is not conducive to really knowing who might or
might not attend a call and that doodle might be a better option.

Action A doodle system is to be set up with the schedule of calls until the end of
the year. NMPG convenors will be invited to indicate which of the
scheduled meetings they will attend (doodle doesn’t have the possibility
to add comments? If a meeting cannot be attended, it would be good to
know if it is because that particular market has no current interest in the
topic.)

[d] We need a work plan (see above)
6 Work Plan Spring 2014 — Autumn 2014
6.1 Fine-tuning of market practice
MP Task Responsible | Due Date
1 | Orders Fine tuning of market practice. Chapman uploaded by
9" May 2014.
Sign off All May call
2 | Corporate Actions follow-up any questions arising from All For May call
Spring SMPG IF meeting
3 | Account Management | Fine-tuning of the market practice SR Chapman Autumn
2013 version of the standard and then meeting
migrate to the SR2014 version of the
standard.
Sign-off All June call
Price Report Complete MP for SR2013 version of the | Chapman Follow up in
standard June call?
4 | Account Management | Assess impact of MCR on MP All
Statements? Autumn
meeting

Monthly Conference Calls

SMPG IF WG Spring Meeting 2014 London
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7.1

7.2

8.1

[1] June — conference calls.
[a] 10" June
[b] 24 June.
[c] 17 June —to be cancelled.,
[d] Nocalls July & August.

[e] 17 September call is to discuss the agenda for Milan (An e-mail to be sent in
advance for a call for agenda items ).

Items to be raised with the SMPG Steering Committee

Disclaimer

Should SMPG have some kind of disclaimer? SMPG and NMPG market practices could be
described as a best effort and no liability is accepted. This disclaimer needs to be on every
usage guideline and an accompanying process document.

SMPG/NMPG MyStandards Licence

SMPG funds would like that SWIFT relax the licence rules about the distribution of generated
spreadsheets. This is to be raised with the Steering Committee, since it is likely that the other
groups have similar issues.

In the past, SMPG would express its market practice in spreadsheets (as well as word
documents). Albeit this work had to be created and maintained manually, it was felt it was
worth the effort since the spreadsheet is such a usable format. SMPG IF feels it is going back to
the dark ages if it still cannot have spreadsheets and be allowed to circulate them, that a lot of
the benefits of MyStandards are lost because of this.

Extension / Supplementary Data

See power-point “1_ExtensionSupplementaryData2.pptx”, which explains the philosophy of the
creation of the Extension sequence back in 2005, and how it has evolved into the
Supplementary Date with a more formal description.

Key points

All funds MX contain an Extension sequence (basically a repetitive text field). This Extension
sequence uses the message component ‘Extensionl’. At some stage in the future, the Extension
sequence needs to be replaced by Supplementary Data. Technically, the Supplementary Data
can be used in the same way as Extensionl1, however, there are some strict rules associated
with its use. The change from Extension to Supplementary data will have a big impact on users
of the messages.

There is also an impact on market practices defined by SMPG IF WG and NMPG WGs.

On the whole, the SMPG Funds IF WG, is in agreement that the best approach, long term is the
replacement of Extension by Supplementary data. However, Funds would want to be able to
use the Supplementary Data sequence [1] without defining a schema (that is using it as a text
field) and [2] without having to get permission from ISO. It was agreed that the use of the
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9.1

SMPG IF WG Spring Meeting 2014 London

Extension/Supplementary Data sequence for funds (currently) is a quick way of including a new
field in the message as an interim solution whilst waiting for a maintenance. Having to apply for
permission from ISO and defining a schema to use in Supplementary Data takes away the speed
with which an interim solution can be specified.

SMPG to write to ISO and ask for the rules governing the use of Supplementary
data to be relaxed.

Action:

Future Message Maintenance and the implementation of ISO
‘technical changes’

Technical Changes

There are a number of ‘technical changes’ that are prescribed by ISO 20022. Funds has held off
doing these changes because these are changes that need to be done to all the funds messages
and currently, there is an maintenance freeze on the order messages.

Summary of technical changes

Item

Frequency

Replace Extension with Supplementary Data

Typically once per message

Replace field tags that contain BEI with FIBIC or
AnyBIC respectively and datatypes contain BEI

Per party, there are many parties
per message.

with appropriate data type

3 Financial Instrument Identification — contains
many national identifiers. Replace with a more
generic component. TO BE DISCUSSED

Typically, once per message

1 time action on SWIFTNet, a one-
time implementation for customers

5 Replacement of application header with business
application header (BAG)

Elimination of elements in payload that are also
contained in the business application header, for
example, message identification, previous
reference. If there is a coexistence period when
the BAH is to be used but the reference elements
have not yet been deleted from the standard,
then a guidance document for this coexistence
will be required.

Many XORs in order messages. In
account management, transfers and
price report, the work is mostly
done

4 Replace XOR construct with Choice component

It was generally agreed that items 1, 2 and 3 are not to be implemented in the next
maintenance cycle (account management, fund cash forecast and statement of investment
fund cancellation messages).

Some NMPG convenors recommend phasing of the maintenance so that the whole message set
is never maintained in one maintenance cycle to keep things manageable.

Other NMPG convenors recommend big bang maintenance.
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9.2

10

Action: A number of planning scenarios are to be drawn up for implementation, for
example, a big bang approach or a phased approach.

If there are messages on SWIFTNet Funds solution that are not being used, then it may be
possible that technical changes will be done in the near future, although care will have to be
taken to not have inconsistencies within the same suite of messages (for example, don’t change

Action Obtain SWIFTNet Funds message usage statistics

Action Diuring the Autumn meeting, finalise the recommended change management
process for market practice.

Maintenance on Orders Maintenance

The order messages have not been maintained since 2007. A number of change requests have
accumulated on 1ISO20022. These were reviewed, at high level only, to determine if the changes
were still required.

A table has been created of all the change requests (extracted from ISO 20022). This will have
filters set so that it gives a list of all the CRS pending for the order messages.

Action The list of Orders CRs will be posted with the Orders MP on MyStandards It will
be periodically updated. It makes sense that this list of CRs is posted with the
Orders MP so that users of the MP will know what may happen to the standard in
the future. (J. E. Chapman).

Message Change Requests 2014-2015

The change requests for the 2014 -2015 maintenance cycle were looked at superficially to
ascertain the potential scope of the maintenance for planning purposes that might be approved
by the SEG Investment Funds Evaluation Group. This next maintenance will cover the following
messages

Account management Mainly CRs submitted by IT NMPG covering FATCA, anti-money
laundering/ KYC type requirements, other business (14 CRs)

Fund cash forecast CRs arising from a predominantly UK based group loosely called
the ‘Fund Cash Forecast Working Group’ that has worked with
SWIFT to specify a market practice for the cash available for
investment as a consolidated position of the subscriptions and
redemptions for each fund and specifically share classes that are
held in a different currency from the main fund. The group
comprises Goldman Sachs, UBS, BBH, IMA (David). Charles
Boniver and Svein Borgersen are also part of the this group. This
analysis work led to the discovery of gaps and a number of new
business elements are required. These elements will all be
optional. At the same time, and XOR constructs will be

eliminated.
Statement of Investment Elimination of error — an optional field is set as mandatory. Only
Fund Transactions one component will be changed
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11

12

12.1

Cancellation (semt.007) (StatementOfinvestmentFundTransactions2)

Price Report There may be an error in a rule in reda.002. This is still to be
investigated. If this is the case, then a CR will be submitted into
the 2014-15 maintenance cycle.

At the time of writing this document, there is still one month left until the deadline for CRs for
the 2014-15 cycle closes, so it is possible more change requests will be received.

Alternative funds v mutual funds messages.

CH presented slides showing results of an analysis of the alternative (hedge) funds message
functionality verses the ‘normal’ funds message functionality.

Norway do alternative (hedge funds) in the ‘normal’ funds messages.

CH propose the addition of alternative (hedge) funds functionality into the ‘normal’ funds
messages, SMPG feedback is this seems a good idea.

CH will submit CR to add functionality to normal MXs. Sponsored by SMPG. Will propose the
revised messages are updated in 2018 (is this for live use in November 2018 or is this for work
to be done in 2018 for November 2019 availability in SWIFTNet Funds?)

There was no immediate intention to widen the scope of the IFWG — the IFWG agreed to
support the Swiss proposal in the interests of harmonisation, but within the group it is thought
that there probably isn’t enough knowledge currently to agree on the specific requirements of
anything other than the most the vanilla of hedge funds.

Account Management
Review of process document. Some minor revisions required.

Some elements are designated mandatory — mark as optional ... get MP out as draft public.
(regard as good draft).

Action Submitt a change request for the addition of transfer reference, as a request for
a transfer may lead to the opening of an account.

Linking the account management message to the order message.
There is no mechanism to link the account management message to the order message.

The account management does not have a pool reference (like the order message). It is
proposed that a pool reference is to be added to the account opening messages (ECLR is to
submit the change request). In the meantime, the account management market practice is to
be updated with usage information on Order Reference/ Master Reference, that this element is
to be used to quote the message identification of the order message.

Action [1] Change request to be submitted to ISO to add optional Pool Reference in acmt
messages (Euroclear)

Action [2] Account Management market practice is to be updated with usage information
on Order Reference / Master Reference, that this element is used to quote the
message-master reference of the order message. MP usage information should
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be neutral — might link the account opening message back to an order message
or a transfer message. (J. E. Chapman)

13 Orders

Luxembourg has been working on its NMPG for orders and is basing its NMPG work on the
SMPG. A number of small errors were noted and the SMPG IF WG agreed these should be
corrected.

14  Corporate Actions

14.1 Corporate Action Event Types

The input received on the corporate action event types over the last year or so was assessed. In
some cases, some additional work on whether certain event types were actually used.

Do we all understand the use of CHOS, MAND and VOLU in the same way?

Are there some combinations of 22F CAMV (values MAND, CHOS & VOLU) and 22F CAEV (event
code) that do not make business sense? We need to get advice from CA SMPG WG.

Results & Actions:

1. Some convenors need to verify code usage (see spreadsheet when distributed) — places

where verification is required for a country is marked in yellow)

FR: when is LIQU used and when is REDM used (e-mail to be sent)

3. There are difference in definitions between I1SO 15022 & 20022. The Funds WG struggled to
understand some of the event code definitions. ISO 20022 seemed to have better
definitions for some of the event types (for example, OMET and XMET and similar issue
with TEND, SPLF & SPLR in seev.031) and funds was curious to know how these arose. An e-
mail was sent to J. Littre SWIFT facilitator for CA to ask about this and the response was
received during the meeting “The “Issuer Agent” Project of Euroclear led to definitions for
many event types in the ISO 20022 repository. When the reverse engineering of CA MTs was
carried out, these were then re-used in the corporate action notification and instruction.
Nevertheless, although the form of the definition is different, there is no doubt about the
semantic of those event being fully in line with the semantic of the 15022 definitions. It has
never been raised as an issue at the SEG either.

N

ACTION Funds SMPG recommends a spreadsheet listing the MT corporate action event
types and the ISO 20022 event types is created so that the definitions can be
reviewed. It is then recommend that the ISO 15022 definitions are aligned
with the ISO 20022 definitions. (SWIFT)

4. The Funds CA event spreadsheet:
[1] alegend is to be added to explain the different colours used in the SMPG review.
[2] The spreadsheet is also to include the definitions of the 22F CAMV values MAND,
CHOS & VOLU.
[3] The spreadsheet is also to include a more detailed version of the following diagram:
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Use proper

CAEV
evaent type

Yes
>! use “"CHANY
Yos
3: use "OTHR”

> Use "INFO" I

5. E-mail to J. Littre, SWIFT CA standards : DVOP or DRIP — can it be ‘MAND’. The group felt it
did not have enough business knowledge to understand this.

[22F in 38q.0)
Frazant 7

Doeszthe event had

financlalimpact on

the holderofifie
SRCLIiY P

Are thera aplions
andiorcash/securiias
mavemens 7

Action J. E. Chapman to send e-mail (Done 28 April 2014)

Response

“A DVOP is always CHOS as by definition for a “dividend option” event , you always have a
choice of options; otherwise it would be a DVCA or a DVSE and those are MAND.

For a DRIP, the normal case is always CHOS as well, however, we have added in our EIG+
table a specific case for a DRIP MAND specifically for “accumulated funds”.

Maybe that is something applicable in your case.”

14.2 MT 565, Sequence D - 36B QREC

Definition: “Quantity of the benefits that the account owner wants to receive, for example,
as a result of dividend reinvestment.”

The CA working group would like to delete this qualifier from the message. Apparently this
qualifier was included for investment funds.

Action All markets to check if the code is being used.

J. E. Chapman — will send out an e-mail to all requesting this check to be
carried out.

Feedback received during the SMPG meeting:

DE D. Broadway things this might be used in Germany
ECLR Does not use

CEDE Supported.

GB No usage
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15 Price report

The market practice (process document and usage guidelines) as posted on MyStandards was
reviewed (collection “SMPG-Global-IF-PriceReporting-V2_Draft

History: The market practice resulting from the London meeting (October 2011) was entered

into MyStandards. This was work done on PriceReportV03. This work has been
transcribed into PriceReportV4 and PriceReportCancellationV04 messages, as well
as updated from the business process discussion in the Athens meeting in April,
2012.

A small amount of fine-tuning of the market practice as a result of the review work is required.
Some change requests to the standard will also be generated .

Review notes

[1]
(2]

(3]
[4]

5]
(6]

(7]

8]

[9]

Submit change request for NAVDate definition refinement/correction

Additional usage information: “When reda.001 is used as correction, reference to the
initial price report is done via the NAV Date and time and ISIN.”

Type of price RINV (Reinvestment) to be allowed in the three usage guidelines
CR to eliminate price types:

e ACTU (actual) and

e NAUP (Non Adjusted Unpublished)

e GUAR.

e ENAV redundant with the mandatory estimated indicator field. (maybe it
will be possible to use the same cod list for orders and price report?)

e INTE (Interim Price)

The above price types, if permitted in the MP, should be designated ‘do not use’ in the
three message guidelines.

Value in Investment currency UG — typo’ usually’

Norway and Germany both need to validate use of Tax liability Details. (JEC to send e-
mail.) In DE’s MP, it’s use is permitted. General feeling is that Taxable Income Per Share
should be used instead.

Norway request a new MX that would be used to acknowledge receipt of the price
report (‘l have received the price report’) . Denmark concur. This new MX would also be
used to respond to a price cancellation. Price report can be regarded as an operational
report rather than just information and hence the need to be able to indicate it has
been received or rejected.

Action J. E. Chapman to discuss with Katrina Greenslade and other SWIFT staff.

Performance details might be used for hedge fund. Mark as do not use. Add note about
usage.

Reda.002
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Wrong English in usage information for Complete Price Cancellation indicator (to be
applied to both usage guidelines for reda.002.)

[10] reda.002
Designate Previous Reference as ‘do not use’.
[11] Cross Element Complex Rule : Complete Price Cancellation 2 Rule

This says “If CompletePriceCancellation is "true" or "1" (Yes), then
CancelledPriceValuationDetails must not be present”

There would be no information about which ISINS needed their prices cancelled.
Cancellation of complete price report is done purely by reference. This may be
unrealistic.

Action: Original intent of message design and functionality as defined in Athens
meeting is to be investigated (Janice Chapman) and e-mail sent to Andrea
Milanesio (ltaly) to solicit opinion since he was not present for the price
report review and provided much input into the Athens discussion.

The version 4 message design and the rule suggests that when a price
report for an ISIN is received, this is stored with the Price Report
Identification (mandatory element) and is retrieved when a complete
cancellation is received in order to know for which ISIN the price is
cancelled.

The outcome of this investigation could mean that the message design is
correct but unrealistic or that the requirement was misinterpreted when
the standard was maintained.

It could be that a CR is required to delete the rule; it could be that the MP
says ‘do not apply this rule’. This is to be determined.

16 Transparency of Holdings

Thomas Bremin, Clearstream, presented the draft message to the group.
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Current situation

Investment funds
standard

Aimed to be used by the
«investment funds» industry
for mutual funds

= Assessment

Alternative investment
funds standard

P

Aimed to be used by the
«hedge funds» industry

Distributor Investment Funds
(Wealth Manger) Hub
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Investment Funds
Investor

Investment Funds

Distributor Hedge Funds
(Wealth Manager) Transfer Agent
(Prime Broker)

.ﬁ\:@ @ ;@

Hedge Funds
intermediary
Bank

Investor
(Asset Manager)

(Asset Manager) interBrgiﬁiary Transfer Agent
Already widely used
—— SKSF
= CSNF
== SCFS

Very limited pilot use
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Current situation

= Assessment

Investment funds
standard

Distributor Investment Funds
(Wealth Manger) Hub

Investment Funds
intermediary

(Asset Manager) Bank

Classification scheme is
required to identify the type of
investment fund («hedge
funds» or other «investment
funds»). This classification is
relevant to decide on the usage
of the standard for an order
placement of a specific fund
product

Alternative investment
funds standard

[]
— — — —
M= =R—8—
Investor Investment Funds
Transfer Agent

The investment funds
standard must be applied
to subscribe and redeem all
«investment funds» (except
for «hedge funds»)

SKSF
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Investment
Funds Products

Investment Hedge

Funds Funds

Distributor
(Wealth Manager) Hedge Funds
(Prime Broker) Transfer Agent

[
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Hedge Funds

intermediary
Bank
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(Asset Manager)

The alternative funds
standard must be applied to
subscribe and redeem
«hedge funds»
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Current situation = Assessment
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¢ IF message flow ° AIF message flow
Two standards lead to parallel
implementations at least on the
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== SKSF supposed to be supported
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SCFS
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Content of the IF and AIF message standards

1

Content comparison:

= Comparison

Example Subsciption Order

Investment funds
standard

Single order with individual order details

Bulk Order with pool references and bulk order details

Identifying the financial instrument with use of ISIN

Other schemes can be used for the identification of financial
instrument (SEDOL, CUSIP, RIC, Ticker Symbol, Valoren, ...)

Financial instrument quantity with units and ordered amount

Charge and cash details

Cash settlement, payment and party details

Extended payment instruments supported (card, credit transfer,
direct debit, cheque, bankers draft, cash account)

SKSF
CSNF
SCFS

Alternative funds
standard

Single orders with order details

Additional hedge fund order types

Identifying the financial instrument with use of ISIN
Identification of fund series supported

Financial instrument quantity with units and ordered amount

Identification and quantity of side pockets supported

Waiver details supported
Charge and cash details

Cash settlement, payment and party details
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Harmonisation and merger of the AIF and IF standards = Analysis results

General Findings (1)

¢ The concept of standards separation with a high-level investment funds product class — one for «hedge funds» and one
for «investment funds (except for hedge funds)» — is based on the distinction that the need for additional fund
processing specialties like «pre-paymenty», «gated redemptions» or a «position keeping with lots» is only given for
«hedge funds» products

¢ However today's fund processing practice in distribution markets like the Swiss market shows, that a separation of
message standards based on such a high-level investment fund product class is questionable:

o Depending on the counterparty the perception what a fund is can easily differ

o Likewise over the life time of a fund its classification as IF/AIF could be changed with an impact on which message
standard to be used for order processing

o Often the order issuer does not / cannot know if a prepayment, gated, partial redemption withholding, ... will take
place

o This brings the risk that for the order placement the «investment fund subscription order message» is used, just
realizing later during the execution that the «alternative fund subscription order message» should have been
applied

¢ The application of two sets of standards, each one assigned to a distinct investment fund product class, leads to the
need for corresponding reference data by investment fund product:

o Standard users must be able to uniquely identify and assign the type of standard to be applied for a product
depending on the product class assigned («investment funds (except for hedge funds)» and «hedge funds») to a
specific fund product

o The standard assigned to a fund product must be consistently applied by all participants along the distribution
chain (from the investor to the distributor, the intermediary, the funds hub and the transfer agent)

- SKSF
CSNF
SCFS
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Harmonisation and merger of the AIF and IF standards = Analysis results

General Findings (2)

¢ Whilst the flows in and out of the TA are more likely to be specific to either investment funds messages or alternative
investment funds (AIF) messages, the situation is different in the distributor-to-intermediary chain where distributors
and intermediaries are more likely to support a mix of mutual funds and alternative investment funds:

o Consequently, the harmonization of both message sets by extending the investment funds messages with the AIF
features will constitute less of an implementation challenge to the distribution chain

o With one message set to support, the distribution chain players are likely to save about half of the effort for
implementing two distinct message sets as well as the pertinent maintenance effort

¢ With two different message sets, implementers who support both fund types would have to consider an approach for
the event that a particular investment fund may change its type, say, from mutual fund to AlIF and vice-versa

¢ The effort of the national market practice groups for reviewing maintenance CRs would be reduced considerably if one
harmonized message set were agreed upon

¢ If one message set could be agreed upon, it is expected that the on-boarding of transaction volumes and the
automation of funds processing would be easier, quicker and cheaper:

o As most funds players are expected soon to be ISO 20022-ready, their infrastructure and trading systems would
only require small amendments in order to support the additional AlF features

O

On the other hand, a distinct message set for AIF may imply that some funds players cannot identify a business
case for automating their AlF funds processing through ISO 20022 messaging

= SKSF
CSNF
SCFS
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Harmonisation and merger of the AIF and IF standards = Analysis results

Strengths of the AIF standard

(compared with IF standard)

¢ Series of funds are supported as part of the identification of the financial instrument
¢ Waiver details are better supported in subscription orders
¢ The identification of position lots based on transaction references is well supported in order and confirmation messages
¢ Pre-payed subscriptions are well supported in subscription orders and order status messages
¢ Specialities like equalization, partial settlements / gated redemptions and hold backs are covered
¢ The content of the AIF order and confirmation messages is down-sized on the practicable and necessary:
o Single order concept
o ISIN as the mandatory identifier for financial instruments

o Reduced complexity of the AIF order details, very similar to the current global SMPG market practice and local market practices like
the Swiss MP for IF

Note:

- At the time of the development of the AIF standard an essential effect was the simplification / diminution on the essential and
relevant for the target process required to specifically support hedge funds (like single order only)

- Nowadays this effect can be obtained by tools like MyStandards, e. g. at the time of SMPG market practice definitions for hedge
fund specific process requirements

- This is said that by the changed MP tooling situation, an essential part of the «Raison d'étre» of the AIF standard has been dropped
by now

SKSF
CSNF
SCFS

N
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Harmonisation and merger of the AIF and IF standards = Analysis results

Feasibility analysis to harmonize and merge the AIF and the IF standards

¢ From a modelling perspective it should be well possible to include all additional elements required for special hedge
fund events in a enhanced future version of the IF standard

¢ At the time when merging the IF and the AlF standards one should be in the position to cover already recognized AlF
standards gaps to fully support the processing requirements for special hedge fund events

¢ The analysis showed the following extension areas (not supported by the AIF standard) which should be part of a
future standard release to fulfill the target of a merged business process:

o Missing element in the identification scheme required to fully identify «series of funds»

o Missing scenarios and elements required to enable processing the «pre-payment event» with use of the order
status advice and the order confirmation message

o An extension of the order details in confirmation messages is required to support the fields «ordered units» (in
addition to «ordered amount») and «settlement date» (in addition to «cash settlement date»)

O

Missing «special event type codes» are required to easily recognize the special type of event to be processed with
an order, an order status advice or an order confirmation received

o Missing scenarios and functionality required for special events like the order, status and confirmation scenario for
an «equalization crystallization order»

= SKSF
CSNF
== SCFS
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Harmonisation and merger of the AIF and IF standards = Analysis results

Expected impacts (1)

¢ A strong simplification should arise with the harmonization and merger of the two standards:
o Community efforts shall be reduced when further developing and maintaining the IF standards and the IF market practices

o Industry costs might be reduced strongly when IF services based on IF standards and IF market practices shall be implemented and
maintained by the financial industry

o Configuration complexity and costs shall be decreased with regard to communication services and messaging infrastructure solutions

o This applies especially to standard users in the investor-to-distributor-to-intermediary chain where asset managers, distributors and
intermediaries are more likely to support a mix of mutual funds and alternative investment funds

¢ The harmonization, merger and extension shall be carried out together with the necessary streamlining of the
current version of the IF standard:

o The new harmonized and merged version of the IF standard should at the same time be streamlined «to the essential» as well as
being «extended to support all necessary scenarios and functions» which are required for (hedge fund) event specialties

o The «harmonization», «merger», «streamlining» and «extension» of the IF standards shall be carried out and implemented as soon as
possible:

= The merge of IF and AIF standards and related market practices is expected to be delivered with the standards release planned for
2016, 2017 or latest for 2018

¢ The new IF standards version shall be implemented based on approved «market practice principles»:
o The use and implementation of the harmonized standard shall be based on global practice provided by SMPG
o As part of this global practice the processing of special (hedge) fund events shall be treated one by one with distinct market practices

o  Building up on this SMPG work involved markets in the fund distribution chain shall be able to deliver individual IF market practice
according to their specific market needs

= SKSF
CSNF
SCFS
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Harmonisation and merger of the AIF and IF standards = Analysis results

Expected impacts (2)

¢+ Current IF and AIF implementations will be protected as far as possible:

o The «additional» functionality supported by the AIF message standards for order, status and confirmation messages shall be made available as
part of optional message sequences, fields and codes in the harmonized and merged new IF Standard

o  This shall also be the case for «missing» functions which might be agreed on a change request basis for the merger of the AlIF and IF standards to
fully support the required special (hedge) funds processing events

¢ Less implementation (and maintenance) effort and costs when supporting both industry requirements in one standard:

o  With use of one standard it is expected to be much easier to successfully promote and use message based services in the funds distribution chain
of the financial industry

o It shall be much easier to on-board new clients facilitating the easy use of electronic services for the mutual funds and the more specialised hedge
funds business

¢ Less operating costs with only one set of message standards to be processed and configured in messaging and
communication system environments:

o Messaging infrastructures and messaging services are less impacted by messaging services which are based on a single set of messages used
for all types of funds

o Itfacilitates less efforts when configuring messaging systems and running external message based communication services with counterparties

o Itenables an efficient processing, routing and queuing of messages required for all in- and outbound message flows in the interface area of
messaging infrastructures and banking applications

Note:
- Through the harmonisation of IF and AIF standards, the distribution chain becomes more robust

- In other words if an unforeseen event happens on the level of the investment fund (e.g. new AIF features added), the distribution chain experiences little
impact, if one standard supports all fund types. Such unforeseen events are often described as «Black Swan events»

- The robustness opposite Black Swan events is often described as an «Antifragility»
- By harmonising the two investment funds standards, risk can be extracted from the automated processing of investment funds distribution business processes

- Such system-embedded risk reduction constitutes an invaluable advantage for the funds industry and demonstrates the value-add that the standards
community can afford the financial industry at large

- SKSF
CSNF
—_— SCFS Page 11





Harmonisation and Merger of the AIF and IF standards = SCFS conclusions

SCFS Conclusions

1. The SCFS recommends to harmonize and merge the AIF and IF standards

2. The merged IF standard shall be extended to support all necessary scenarios and functions which are required for
(hedge fund) event specialties

3. The new version of the IF standard shall be carried out as soon as possible together with the necessary streamlining
of the current version of the IF standard

4. Supported by «approved market practice principles» the new «harmonized», «merged», «extended» and
«streamlined» IF standards shall be latest available for implementation with the Standards Release 2018

5. As a consequence SCFS does not recommend to implement the current version of the AlF standard

However there will be much coordination effort to conceptually harmonise and merge both standards

= this shall not be neglected!

— Smaller participants with less IT capacity might find it unattractive to deal with additional sequences and fields in the investment fund
message templates, if they don't do alternative funds business

— This can be mitigated by providing specific market practice

— Based on common market practice combined with clear service documentation and implementation guides it becomes easy for
implementing participants to understand what can be set in and out of scope

Never the less the standards merger ...

— helps stemming the flood of investment funds standards and message types

— simplifies the implementation of the message concept for investment funds processing over all

— enforces distribution services to become more robust against «black swan events»

— enables easier standards maintenance and easier implementation of changes and extensions

— enforces higher and faster acceptance at the participants (or potential participants)

— enables faster and wider spread adoption of the investment funds message standards also for alternative funds

SKSF
CSNF
SCFS Page 12
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