RA ID : CR0750

Change Request
for the update of ISO 20022 financial repository items
A. Origin of the request:
A.1 Submitter: 
RBC I&TS Luxembourg

A.2 Contact person:
GLAY Thierry 

+352 26 05 95 59

Thierry.glay@rbc.com
ANGELIDIS Philippe

+ 352 26 05 96 23

Philippe.angelidis@rbc.com

 A.3 Sponsors: 
Conference call and proposal to implement these codes with SWIFT (Standards) and  ….

NMPG ALMUS within Luxembourg is supporting this change request
B. Related messages:

SubscriptionOrderConfirmation setr.012.001.04
RedemptionOrderConfirmation setr.006.001.04


C. Description of the change request:
ADDING codes 

· Depreciation deposit (DDEP)
· High Water Mark (HWMK) 
· Global Asset Value (GAVA) per share

· Equalisation Credit (EQCR) per share

· Contingent Liquidation (COLI) per share

• Net Asset Value (NAVL) per share ( exiting code

EQUALISATION CREDIT – DEFINITIONS
High Water Mark (HWM)

The highest peak in value that an investment fund has reached means the larger of: 

the highest NAV at the end of any previous calculation period when a Performance Fee was payable ( after the deduction of any such Performance Fees); or

the initial NAV.  For the purposes of the first date on which the Performance Fee is calculated with respect to the Shares, the High Watermark Amount shall be the initial Net Asset Value of such Shares.

The high watermark ensures that the asset manager does not get paid large sums for poor performance. So if the asset manager loses money over a period, he or she must get the fund above the high watermark before receiving a performance bonus. For example, say after reaching its peak a fund loses $100,000 in year one, and then makes $250,000 in year two. The asset manager therefore not only reached the high watermark but exceeded it by $150,000 ($250,000 - $100,000), which is the amount on which the asset manager gets paid the bonus.
Global Asset Value (GAV) per share

Gross Asset Value which corresponds to NAV before accruals for performance fee. (GAV-PF=NAV).

Equalisation Credit (EC) per share

Prepayment of the amount based on the positive difference between the GAV at subscription and the HWM, when shares are subscribed above their HWM. It serves as a credit against performance fee that might be payable by the fund but that should not, in equity, be charged against the shareholder making the subscription as to such shares, no favorable performance has occurred yet. 

At the date of subscription, the equalization credit per share will be equal to the accrued applicable performance fee per share. 

The value of the equalization credit paid initially at subscription can vary following the GAV price evolution. It could be reduced to 0, should the GAV drop below the HWM or recover its initial and maximum value, should the GAV match the initial subscription price. 
Contingent Liquidation (CL) per share

Mandatory redemption of shares processed either at redemption or crystallization, whose proceeds are due to the asset manager as performance fee against “free ride” .Performance fee paid when shares have been subscribed below their applicable HWM and having gained performance when further redeemed.
Depreciation Deposit (DD)
If the fund's NAV is under the high watermark on subscription day, the investor will be required to pay a Depreciation Deposit equal to the incentive fee that would be payable to the asset manager if the NAV reaches again the HWM. Then the Depreciation Deposit becomes payable to the asset manager as a performance fee.
Net Asset Value (NAV) per share

NAV plus accruals of the performance fee.

EQUALISATION CREDIT – DEPRECIATION DEPOSIT

General Principle 

Under the Equalization Credit / Depreciation Deposit Approach, each investor invests at the NAV, plus:
the Equalization Credit (EC) if the NAV of the Fund has increased from the last high watermark.

the Depreciation Deposit (DD) if the NAV of the Fund has decreased from the last high watermark.







 SHAPE  \* MERGEFORMAT 
[image: image1]
Upon the crystallization, the asset manager will receives a total performance fees calculated on the GAV increase between the subscription time and the crystallization time. So the performance fee will be calculated “subscription by subscription”. 

The asset manager can also receive a performance fees for any GAV increase below the HWM. This performance fee is called the performance fee “against free ride”. Upon crystallization, this performance fee “against free ride”, if any, will be paid out of the DD prepaid at the subscription.

The total performance fees paid to the asset manager = 

Performance fees (above the HWM) + performance fees “against free ride” (below the HWM)

EQUALISATION CREDIT – CONTINGENT LIQUIDATION

General Principle 

Under the Equalization Credit / Contingent Liquidation Approach, each investor invests at the NAV, plus:
the Equalization Credit if the NAV of the Fund has increased from the last high watermark.

If the NAV of the Fund has decreased from the last high watermark, there is no pre-payment of the performance fee (that would be paid to the asset manager, should the GAV (=NAV) reach again the HWM level) 
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 SHAPE  \* MERGEFORMAT 
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Upon the crystallization, the asset manager will receives a total performance fees calculated on the GAV increase between the subscription time and the crystallization time. So the performance fee will be calculated “subscription by subscription”. It’s why the total performance fees have to be calculated in SARA and not by the accountant at the level of the global fund assets: we need to know the detail of each subscription.

The asset manager can also receive a performance fees for any GAV increase below the HWM. This performance fee is called the performance fee “against free ride”. Upon crystallization, this performance fee “against free ride”, if any, will be paid out of a « forced » redemption.

The total performance fees paid to the asset manager = 

Performance fees (above the HWM) + performance fees “against free ride” (below the HWM)

Examples:
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[image: image8.png]Subscription with CL - Redemption < HWM, with CLr < CLs — PF = 20%
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Purpose of the change:

More and more Hedge funds and Alternative Investment Funds are created, then an increase of business.

Investors request more and more transparency in the execution of transactions, it will help actors to be transparent.

D. Urgency of the request: /
E. Business examples:
Examples illustrating the change request. 


[image: image12.emf]sample of  business.doc



 EMBED Word.Document.12 \s [image: image13.emf]sample of  Statements of Holdings.docx


F. Proposed implementation: 
a. Summary of Changes

New elements are shown in blue. 
Setr.006.001.05:

RedemptionOrderConfirmationV05/MultipleExecutionDetails/IndividualExecutionDetails/Equalisation
[image: image14.emf]3             Equalisation <Equlstn> [0..1]

4                 Amount <Amt> [0..1] 0 <= decimal


td = 18


fd = 5

5                     Xml Attribute Currency <Ccy> text


[A-Z]{3,3}

4                 Rate <Rate> [0..1] decimal


td = 11


fd = 10

4             Equalisation Methodology Type TBD [0..2]

5                         Equalisation Methodology Type Code <Cd> [1..1]

6                             Equalisation Credit EQCR

6                             Depreciation Deposit DDEP

6                             Contingent Liquidation COLI

5                         Related Subscription TBD [0..*]

6                             Reference TBD [1..1] text{1,35}

6                             Related Quantity TBD [0..1] 0 <= decimal

td = 18

fd = 17

6                             Related Amount TBD [0..1] 0 <= decimal


td = 18


fd = 5

6                             Equalisation Credit per Unit TBD [0..1] 0 <= decimal


td = 18


fd = 5

6                             Contingent Liquidation per Unit TBD [0..1] 0 <= decimal


td = 18


fd = 5

6                             Depreciation Deposit per Unit TBD [0..1] 0 <= decimal


td = 18


fd = 5

4             High-Watermark TBD [0..1] 0 <= decimal


td = 18


fd = 5

4             Gross Asset Value TBD [0..1] 0 <= decimal


td = 18


fd = 5


Setr.012.001.05:

SubscriptionOrderConfirmationV05/MultipleExecutionDetails/IndividualExecutionDetails/Equalisation
[image: image15.emf]3             Equalisation <Equlstn> [0..1]

4                 Amount <Amt> [0..1] 0 <= decimal


td = 18


fd = 5

5                     Xml Attribute Currency <Ccy> text


[A-Z]{3,3}

4                 Rate <Rate> [0..1] decimal


td = 11


fd = 10

4                 Equalisation Methodology Type TBD [0..1]

5                         Code <Cd> [1..1]

6                             Equalisation Credit EQCR

6                             Depreciation Deposit DDEP

6                             Contingent Liquidation COLI

4                 Related Quantity TBD [0..1] 0 <= decimal

td = 18

fd = 17

4                 Related Amount TBD [0..1] 0 <= decimal


td = 18


fd = 5

4                 Equalisation Credit per Unit TBD [0..1] 0 <= decimal


td = 18


fd = 5

4                 Contingent Liquidation per Unit TBD [0..1] 0 <= decimal


td = 18


fd = 5

4                 Depreciation Deposit per Unit TBD [0..1] 0 <= decimal


td = 18


fd = 5

4                 High-Watermark TBD [0..1] 0 <= decimal


td = 18


fd = 5

4                 Gross Asset Value TBD [0..1] 0 <= decimal


td = 18


fd = 5


G. SEG/TSG recommendation:

	Consider
	X
	Timing

	
	- Next yearly cycle: 2023/2024
(the change will be considered for implementation in the yearly maintenance cycle which starts in 2023 and completes with the publication of new message versions in the spring of 2024)
	X

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

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

	
	- Other timing:


Comments:

	Reject
	


Reason for rejection:
If the NAV has risen during the period, then a new subscriber would invest the equivalent of the GAV, the difference between the NAV and the GAV being the Equalization Credit.





GAV





HWM





EC





DD





If the fund's NAV is at a discount to the high watermark when an investor makes a subscription, then the investor will be required to pay a Depreciation Deposit equal to the incentive fee that would have been paid if his shares had risen to the HWM. If the fund situation starts to improve and recover its losses, then the Depreciation Deposit becomes payable to the asset manager as a performance fee.





If the NAV has risen during the period, then a new subscriber would invest the equivalent of the GAV, the difference between the NAV and the GAV being the Equalization Credit.





GAV





HWM





EC





CL





If the fund's NAV is at a discount to the high watermark when an investor makes a subscription, then the investor will only pay the NAV.
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   ACCOUNT VALUE







NAV at
Market




Units
09 FEB 2018
 Value


  Closing Value of Shares

923.6010
1,020.9280
942,930.15

  Closing Value of Equalisation Factor







0.00

  Closing Value of Contingent Liquidation







0.00











  Closing Value of Account



942,930.15







  TRANSACTIONS IN DATE SEQUENCE






Gross
Equalisation
Contingent Liquid
Net
Price



Date
Description
Consideration
Credit


         Consideration
Per Unit
Shares



01 JAN 2018
Opening balance





1,381.6010

02 FEB 2018
Redemption 
494,088.08
4.40
0.00
492,074.26
1,078.7949
(458.0000)

15 FEB 2018
Closing balance





923.6010










Position market value assuming  the shareholder would redeem his shares this day 



(     valorisation at the NAV 



+ equalisation credit that would be reimbursed to the shareholder



-  contigent liquidation the shareholder would have to pay



= total amount paid to the shareholder







History of transactions :







Gross consideration = GAV * number of shares



Equalisation credit = equalization credit paid upon the subscription



Contingent Liquidation calculated upon subscription



Net consideration = NAV * number of shares



Price per unit = GAV



Shares = number of shares subscribed or redeemed















For more information or any inquiries, please contact Investor Services - Alternative
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Program: PCS_REGN - Template FETC-STAT-HDG-1
Generate by SST6547 the 09 JAN 2009 at 14:53:58
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   ACCOUNT VALUE



			NAV at	Market

		Units	29 MAY 2018	 Value



  Closing Value of Shares		1,233.392	1,330.9700	1,641,607.75

  

  Closing Value of Equalisation Factor								0.00

  Closing Value of Contingent Liquidation								4.01								



  Closing Value of Account				1,641,603.74					

  TRANSACTIONS IN DATE SEQUENCE



								

		Gross	Equalisation	Contingent Liquid	Net	Price	

Date	Description	Consideration	Credit			         Consideration	Per Unit	Shares	



01 MAY 2018	Opening balance						1,193.729



16 MAY 2018	Purchase of shares	29,999.37	0.00	96.37	29,999.37	1,331.5300	22.530



16 MAY 2018	Purchase of shares	12,712.12	0.00	40.83	12,712.12	1,331.5300	9.547



23 MAY 2018	Purchase of shares	10,076.71	0.00	37.30	10,076.71	1,328.3300	7.586



31 MAY 2018	Closing balance						1,233.392



							



							



							



							



							





	



				





For more information or any inquiries, please contact Customer Services +352 2605 9730 
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Program: PCS_REGN - Template STD-STAT-HDG-1	Generate by PASE296 the 31 MAY 2018 at 12:33:51

	Clearstream Banking S.A AFS

	A/C UBS Switzerland AG

	Cork Operations Centre

	2600 Airport Business Park

	Kinsale Rd, Cork,

	Ireland

	

	

	







RBC Investor Services Bank S.A.

14, Porte de France

L-4360 Esch-sur-Alzette



	



	Date :	 31 MAY 2018

	Valuation date :	 29 MAY 2018

	Dealer code :	 MCT

	Dealer name :	 CLEARSTREAM BANKING SA

	Date :	 31 MAY 2018

	Email: 	CustomerServices@rbc.com

	FAX Number :	 (00 352) 24 60 - 9500

  

  Account number : MCT0000003	Currency :	 EUR

ALPHA UCITS AMBER EQUITY FD A EUR



   ACCOUNT VALUE



			NAV at	Market

		Units	29 MAY 2018	 Value



  Closing Value of Shares		3,699.761	1,330.9700	4,924,270.90

  

  Closing Value of Equalisation Factor								0.00

  Closing Value of Contingent Liquidation								1,392.06								



  Closing Value of Account				4,922,878.84					

  TRANSACTIONS IN DATE SEQUENCE



								

		Gross	Equalisation	Contingent Liquid	Net	Price	

Date	Description	Consideration	Credit			         Consideration	Per Unit	Shares	



01 MAY 2018	Opening balance						3,714.849



02 MAY 2018	Redemption of shares	421.52	0.00	5.48	421.52	1,325.5400	(0.318)



09 MAY 2018	Purchase of shares	31,489.86	0.00	120.53	31,489.86	1,327.5100	23.721



09 MAY 2018	Purchase of shares	9,838.18	0.00	37.66	9,838.18	1,327.5100	7.411



09 MAY 2018	Redemption of shares	32,717.81	0.00	5.08	32,717.81	1,327.5100	(24.646)



09 MAY 2018	Redemption of shares	44,706.55	0.00	5.08	44,706.55	1,327.5100	(33.677)



16 MAY 2018	Redemption of shares	13,566.96	0.00	4.28	13,566.96	1,331.5300	(10.189)



23 MAY 2018	Purchase of shares	30,033.54	0.00	111.18	30,033.54	1,328.3300	22.610



31 MAY 2018	Closing balance						3,699.761



							





	



				





For more information or any inquiries, please contact Customer Services +352 2605 9730 
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Program: PCS_REGN - Template STD-STAT-HDG-1	Generate by PASE296 the 31 MAY 2018 at 12:34:23



For more information or any inquiries, please contact Customer Services +352 2605 9730 
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