Business Justification

for the development of new ISO 20022 financial repository items
A. Name of the request:
Securities Market Claims
B. Submitting organisation:

SWIFT and Securities Market Practice Group (SMPG)

C. Scope of the new development: 
D. This Business Justification was originally submitted in 2015, together with a request to create two new ISO 15022 messages. The CR to create two new ISO 15022 was rejected in the MWG for SR2016, and the Business Justification for ISO 20022 messages was accordingly not pursued. A new CR for changes of a more limited scope for ISO 15022 has been submitted for SR2021. The below Business Justification is nonetheless for the original scope, and for development and deployment as soon as possible.

E. The scope of the ISO 20022 Market Claim messages is to instruct a new or replacement market claim, request cancellation of an existing market claim, and possibly also split/update an existing market claim. The sender is the account holder, and the receiver is the account servicer.

F. Based on the European standards, Target2-Securities (T2S) functionality and the upcoming CSDR settlement discipline regime, the SMPG Corporate Actions (CA) Working Group (WG) has identified the below business needs:

1.
to report that a market claim has been generated and registered on the account holder's account, including both the market claim transaction details as well as the key CA event details (at least event reference, type, underlying ISIN);

2.
to report a status change of the market claim;

3.
to report the cancellation of a market claim;

4.
to request the cancellation of a market claim;

5.
to instruct a new or replacement market claim;

6.
to release a market claim for settlement and amend its priority – (already covered by the sese.030).
We believe the needs in point 1-5 above can be addressed by creating a series of about five new messages accordingly.
Actors and Roles:

1. Executing/Servicing Party

The party reporting the creation and settlement of claims

2. Instructing Party

The party instructing the cancellation or creation of claims.

	Instructing Party
	Executing/Servicing Party

	Central Securities Depository (CSD) participants and their underlying clients


	Central Securities Depository, any CSD participant (custodian)


A. Creation and settlement of claims (simple scenario)

This scenario illustrates the communication flow between the instructing party and the executing/servicing party in a simple scenario where claims are generated and sub sequentially settled.

 SHAPE  \* MERGEFORMAT 



B. 
Creation and settlement of claims (complex scenario)

This scenario illustrates the communication flow between the instructing party and the executing/servicing party in case of a complex scenario where:

a) claims are generated, the account owner request a change in priority/hold & release and subsequently settled.
 SHAPE  \* MERGEFORMAT 



b) claims are generated, the account owner request a cancellation which is matched by the counterparty and the claim is fully cancelled
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c) claims are generated, the account owner request a split (cancellation & new shapes) which is matched by the counterparty. The siblings settle on pay date.
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In view of the scope, we propose that the new message definitions be part of the ‘seev’ Business Area and be evaluated by the Securities SEG.
G. Purpose of the new development:

H. According to the European standards for transaction management as per the Corporate Actions Joint Working Group (CAJWG) and T2S Corporate Actions Sub-Group (T2S CASG), CSDs and CCPs are to generate market claims for affected settlement transactions, starting after close of business on record date and continuing for a period of 20 business days. 

I. Market claims are to have an intended settlement date that is equal to the payment date of the CA event or the next business day, if the market claim is generated after payment date. 

J. Market claims are to be created without any link to the underlying settlement transaction; the standards make it clear that a claim may indeed settle before the underlying settlement transaction. However, the CSD members may link a specific market claim to the underlying settlement transaction on a case-by-case basis. Market claims are to be generated with the same status as the underlying settlement instructions, i.e. if the delivery instruction was not released for settlement (likely due to a lack of securities), the market claim instruction will also be created without being released for settlement. 

K. Before T2S, few CSDs supported functionality according to the above. Thus, there has been fairly little need in the industry for reporting of market claims generation and even less for status reporting between generation and settlement. With the T2S CASG standards, a number of European CSDs have implemented automated market claims functionality, but the lack of messages dedicated to purpose of informing about generation of market claims and the possibility for account servicers to control the settlement process of market claims remain un-addressed.
L. As market claims will not settle automatically in many situations and as they will be subject to CSDR penalties and buy-ins in case settlement does not take place, the impact of the CSDR settlement discipline regime on market claims may be severe.
M. The series of questions raised in the previous Business Justification thus remain:

a. if a CSD member cannot receive market claim status updates from its CSD, how can the CSD member prioritise the different transactions? 

b. if the CSD member cannot do this for its clients, how can the client do it? 

c. how can a CSD member, or its client, release a market claim for settlement if they cannot identify it? 

d. a CSD member can settle part of the market claim only by splitting it (cancelling and creating two new instructions); how can this be achieved without the support of ISO messages?

N. Community of users and benefits:
The categories of parties/actors that would use/benefit from the new messages are:

	Instructing Party
	Executing/Servicing Party

	CSD participants and their underlying clients


	CSD, any CSD participant (custodian)


1. Benefits/savings: There is currently very limited message support for market claims processing. The ISO 20022 corporate action confirmation message, seev.036, is used for confirmation of settlement of a market claim and works well for this purpose. For the other processes, there are really no messages available and it needs to be done manually. These new messages would enhance STP. 
2. Adoption scenario: the new messages would be introduced on SWIFTNet FINplus as of SWIFT Standards Release 2021 (SR 2021) if possible.
3. Volumes: The exact number in Europe cannot be determined, however, in Euroclear UK & Ireland, during the first three quarters of 2014, there was a daily average of around 2,200 claims/day. In its CSDR impact analysis, using fails data from 17 CSDs, the European CSD Association (ECSDA) has estimated over 150,000 buy-ins/month, worth around €214 billion, and over €183 million/month of settlement penalties. The number and value of market claims will obviously be lower, but still substantial.
4. Sponsors and adopters: SMPG CA WG member countries in the EEA
O. Timing and development:

· As CSDR settlement discipline regime is being rolled out, the availability of the message definitions is urgent;
· the intention is to submit the models to the RA as soon as the business justification is approved;
· The development will be based on the requirements collected by the SMPG CA WG and will involve the CA experts of the joint ISO 15022/ISO 20022 maintenance working group.
P. Commitments of the submitting organisation:
SWIFT and the SMPG confirm that they can and will:

· undertake the development of the candidate ISO 20022 business and message models that it will submit to the RA for compliance review and evaluation. The submission will be compliant with the ISO 20022 Master Rules and include a draft Part 1 of the Message Definition Report (MDR) compliant with the template for MDR part 1 provided by the RA, the ISO 20022 Message Transport Mode (MTM) that the submitting organisations recommend to consider with the submitted message set, and examples of valid instances of each candidate message; 
· address any queries related to the description of the models and messages as published by the RA on the ISO 20022 website.
The submitting organisations confirms that they will promptly inform the RA about any changes or more accurate information about the number of candidate messages and the timing of their submission to the RA. If the submitting organisations do not submit the candidate messages within the timing announced in section F and do not inform the RA beforehand, the business justification may lapse and require re-submission of a new business justification for approval by the RMG.    
The submitting organisations do not intend to organise any testing of the candidate messages once they have been reviewed and qualified by the RA and before their submission to the SEG for approval.     

The submitting organisations confirm that they are committed to undertake the future message maintenance. 
The submitting organisations confirm their knowledge and acceptance of the ISO 20022 Intellectual Property Rights policy for contributing organisations, as follows.

“Organizations that contribute information to be incorporated into the ISO 20022 Repository shall keep any Intellectual Property Rights (IPR) they have on this information. A contributing organization warrants that it has sufficient rights on the contributed information to have it published in the ISO 20022 Repository through the ISO 20022 Registration Authority in accordance with the rules set in ISO 20022. To ascertain a widespread, public and uniform use of the ISO 20022 Repository information, the contributing organization grants third parties a non-exclusive, royalty-free licence to use the published information”. 

Q. Contact persons:
Jacques Littré, SWIFT

Email Address: jacques.littré@swift.com

Mariangela Fumagalli, co-chair SMPG CA-WG

Email Address: mariangela.fumagalli@bnpparibas.com

Christine Strandberg, co-chair SMPG CA-WG

Email Address: christine.strandberg@seb.se
R. Comments from the RMG members and relevant SEG(s) and disposition of comments by the submitting organisation:

This section will include the comments received from RMG members and the SEG(s), if any, and the response given to each of these comments by the submitting organisation. 
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Report generation of each claim – new message





Confirm settlement – seev.036





Instructing Party
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Report generation of each claim – new message











Confirm settlement – seev.036





Instructing Party





Instruct priority change/hold & release – sese.030








Report priority change/hold & release status – new message





Report change of claim status – new message





Executing/Servicing Party





Report generation of each claim – new message








Instructing Party





Instruct cancellation – new message





Report cancellation status – new message





Report change of claim status (fully cancelled) – new message





Executing/Servicing Party





Report generation of each claim – new message








Instructing Party





Instruct cancellation & split – new message





Report split request status – new message





Report change of claim status (fully cancelled) – new message





Report generation of claim siblings – new message





Report settlement of claims – seev.036
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