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Change Request
for the update of an External Code Set used in ISO 20022
A. Origin of the request:
A.1 Submitter: 
Joint UK submission from the Bank of England and Pay.UK 
A.2 Contact person: 

Brendan Hogarth, Brendan.hogarth@bankofengland.co.uk, +44 (0)20 7601 5069.
Helen Bygrave, Helen.Bygrave@bankofengland.co.uk
Bharat Mistry, Bharat.Mistry@wearepay.uk, +44 (0)20 3217 8712
 A.3 Sponsors: 
This request is submitted by the Bank of England (the Bank) and Pay.UK. However in developing this request, a wide range of payment participants were consulted and contributed to this change request, including Direct Participants in the UK CHAPS, Bacs and Faster Payments schemes. Respondents included a number of banks and other industry stakeholders with significant global activity. Please see below links to consultation.
https://www.bankofengland.co.uk/-/media/boe/files/payments/rtgs-renewal-programme/iso-20022/consultation-on-draft-uk-purpose-code-list.pdf 

B. Related External Code Set:
11-Purpose Codes
C. Description of the change request:
Request for new codes to be added to the list:
	Purpose Code
	Classification
	Name
	Description

	PLDS
	Finance
	Property Loan Disbursement
	Payment of funds from a lender as part of the issuance of a property loan.

	PDEP 
	Finance
	Property Deposit
	Payment of the deposit required towards purchase of a property

	PCOM
	Finance
	Property Completion Payment
	Final payment to complete the purchase of a property

	PLRF
	Finance
	Property Loan Refinancing
	The transfer or extension of a property financing arrangement to a new deal or loan provider, without change of ownership of property.


Note: We intend to use the above codes for all property related payments (commercial and residential) so are proposing the usage of PXXX codes and referring in name to a wider set of ‘Property’ transactions which we believe would be clearer to users. 
Proposal to revise title and description of existing codes:

The 12 July meeting of PaySEG raised the need to align all property/housing related Purpose Codes with similar naming and descriptions. Using the term property as opposed to housing was decided to encompass both residential and commercial property related payments. Below are two existing Purpose Codes with recommended revised names and descriptions. 
It was decided that the codes should not change, as that may cause disruption for current users of the codes. 

	Purpose Code
	Classification
	Name
	Description

	Existing 

	HLST
	Finance
	HomeLoanSettlement
	Transaction is related to the settlement of a home loan.

	Update

	HLST
	Finance
	Property Loan Settlement
	Transaction is related to the settlement of a property loan.


	Purpose Code
	Classification
	Name
	Description

	Existing 

	HLRP 
	Finance
	HousingLoanRepayment
	Transaction is related to a payment of housing loan.

	Update 

	HLRP
	Finance
	Property Loan Repayment
	Transaction is related to the payment of a property loan.


D. Purpose of the change:

Background for codes requested

As part of the implementation of Purpose Codes in the UK, the Bank and Pay.UK have considered how to issue guidance to ensure payment initiators are using Purpose Codes in a standardised manner. The Bank has made the sending of Purpose Codes mandatory in property transactions for all CHAPS Direct Participants from Spring 2024 and is working with industry to implement Market Guidance for property transactions to ensure a standardised approach to completing Purpose Codes is being enacted across the industry and the data quality is of a sufficient standard.

We believe there is a clear value in being able to specifically identify property transactions.

· Being able to specifically identify property transactions will improve data analytics for banks and other Payment Service Providers and allow regulators and other policy-makers to identify the size and changes in the property market in near-real time. 

· It also has the potential to contribute to reducing fraud through an easier identification of anomalous transactions using Purpose Code data (based on the value of transactions being a degree of magnitude higher than for other transactions for retail/SME end-users).

· Finally, transactions involving a payment completion are likely to be the most critical to the real economy, meaning payment providers and policy makers could prioritise these transactions in a disruption scenario, benefiting the resiliency of payment infrastructures. 
Whilst the Bank and Pay.UK have consulted with the UK industry in evaluating the demand for these additional codes, including both domestic and international stakeholders, the UK property market is relatively comparable internationally at a high level. We therefore believe that the payment journeys identified are common internationally and that therefore the addition of these codes will be of international benefit.

Justification for introducing specific new codes

In evaluating where additional codes are useful we have reviewed where the current code list doesn’t contain codes which could be applicable for the specific stages in the customer journey.

PLDS – most notably we believe there is a gap where there is no appropriate code for the disbursement of a property loan by a loan provider *if indeed the existing HLST code is not used for this. Whilst there are codes covering the regular repayments of a property loan (HLRP) and the final settlement of a property loan (HLST), neither seem appropriate for the transfer of funds from a lender when a loan is issued. Whilst a general loan issuance code exists (LOAN), there would be nothing to capture that this is a property related transaction and therefore the property-specific benefits outlined above would be lost. We are therefore proposing introducing a new code – PLDS – to cover the disbursement of a property loan (or HLDS if preferable to retain consistency with the existing codes). The circumstances where this code would be used is detailed in Customer Journey B in the annex on the last page of this submission.

While there are general codes for the purchase of goods and services, there are no codes referencing the specific identification of property transactions. For example, whilst Housing Loan Repayments (HLRP) are separated out from general Loan Repayments (LOAN), there is currently no equivalent distinction for property purchases. Having a specific code(s) to cover property transactions would unlock the benefits listed above.

In the UK market, the purchase of a property involves a two-stage process; the ‘deposit’, or the contribution from the buyer themselves, is transferred from the buyer to the buyer’s lawyer or agent. The agent then combines the funds from the buyer with any loan issued from a provider and transfers the combined amount to the seller (or their lawyer/agent) to ‘complete’ the property transaction. Our research indicated that this model is also widespread in other jurisdictions internationally and hence we believe there is value in introducing two separate codes for the transfer of funds from buyer to seller.

PDEP – similar to the reasons above relating to separating PLDS and LOAN codes, we believe it would be beneficial to separate property related deposit payments with a new code from the existing general code - DEPT. These are large payments by individuals and are generally more urgent in nature and the new code would capture a range of benefits listed above.
PCOM – this proposed new code will differentiate the end-user transferring funds to their agent – PDEP – from the transfer of combined funds between the agents of the buyer and seller. By introducing two separate codes, those payments that are the critical to properties being transferred can be identified, and prioritised in a disruption scenario. 

Customer Journeys A and B in the annex below illustrate how the 3 codes above would be used in a standard property transaction, both with and without the presence of a property loan (cash sale).
PLRF – the final code we determined there would be value in requesting an addition to the international list covers the disbursement or extension of finance secured against property where there is no transfer of ownership, in UK terminology a remortgaging arrangement. Whilst the above codes could cover a refinancing scenario in addition to an initial disbursement, we believe there is a value in differentiating where there is no ownership change and an existing property loan is being extended, re-issued, or transferred to a new lender. Doing so would facilitate the prioritizing of property transactions and avoid the double counting of property transactions to discount those where no transfer of ownership occurs. 

As with the earlier payments, we believe the value in creating this additional code is applicable internationally and therefore this additional code would be of global value. This is detailed in Customer Journey E in the annex at the end of this submission.

E. Urgency of the request:

The next quarterly update to be published in September 2021. We are due to publish our Consultation Response in the autumn so would be grateful if these proposals could be considered for the September update.

F. Business examples:
See below Annex for illustrative customer journeys for the new proposed purpose codes.

G. SEG recommendation:
This section will be completed in due time by the SEG in charge of the related External Code Set. 

	Accept
	
	Timing

	
	- Next possible quarterly release

	

	
	- Other timing:
	


Comments:

	Reject
	


Reason for rejection:
Annex – Customer Journeys 
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