Business Justification

for the development of new ISO 20022 financial repository items
Note: the purpose of this document is to give guidelines to organisations that want to develop new candidate ISO 20022 message definitions. Such requests are subject to the approval of a business justification by the ISO 20022 Registration Management Group (RMG). Please consult the iso20022.org website for additional details on the registration process. The business justification must include the following captions, as described. Business justifications are to be sent via e-mail to iso20022ra@iso20022.org 
A. Name of the request:
CSDR buy-in reporting 
B. Submitting organisation(s):

· KDPW S.A. – The Central Securities Depository of Poland,
· SWIFT SCRL.
supported by:

· SMPG, 
· Euroclear SA/NV, 
· KELER Central Depository Ltd., 
· National Bank of Belgium,
· VP Securities.
C. Scope of the new development: 
The new messages will be used in the context of securities settlement and reconciliation process. They will allow to report buy-in transactions executed under CSDR regulatory regime. 

It is proposed to create the messages within Securities Management - semt business area.

Typically, the reporting party will be a financial institution e.g. buyer, custodian bank, settlement agent. The receiver will be an account servicer of the reporting party. The ultimate receiving party at the end of the settlement chain will be CSD or ICSD.  
The scope of this BJ is limited to reporting requirements of the respective regulations. Full CSDR buy-in process is covered by existing messages and will be described in detail in SMPG MP document. The message flow in scope of BJ is illustrated below.
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There is only one main message to be developed – buy-in report. Optionally, the additional status message may be designed for completeness of the process. However, in ISO15022 equivalent solution there is no status message used. 

Based on the scope, Securities SEG are suggested to be assigned the evaluation of the candidate ISO 20022 messages, once developed.  

The messages will use the ISO 20022 Business Application Header (BAH).
ISO 20022 XML syntax will be used to deploy the future messages. 
D. Purpose of the new development:

The purpose of the new development is to meet buy-in reporting requirements of CSDR by allowing automated communication between involved institutions using ISO20022 standard.
A similar request was submitted in 2019 by AFME as a change request for SWIFT MT Standard Release 2020: CR 001614 - Add qualifiers/fields for CSDR buy-ins. 
Settlement & Reconciliation Maintenance Working Group accepted the CR at the meeting 13 January 2020 in the fast-track mode in the part concerning ISO15022 solution, based on adopting existing MT530 message. Concerning ISO20022 equivalent, the outcome was as follows:
 “For the ISO20022 message sese.030, the group expressed that due to the fact that only a limited number of institutions are able to received and process the sese.030, for the buy-in purpose, and also due to the fact that adding those fields in the message doesn’t fit in the current scope of this message, it was decided that the message will not be updated. 

The additional fields will be structured into the supplementary data block, without validation. 

Developing a new/dedicated ISO 20022 message for this purpose is also possible, but will be evaluated with the community outside of this meeting and outside of the maintenance process.” 

The business context and detailed regulatory requirements of this BJ are identical with AFME CR001614. They have been copied below for the reference.
E. Business context

Article 31.4 of the RTS on CSDR states: 

"The receiving trading party shall notify the results of the buy-in to the failing trading party at the latest on the last business day of the applicable period determined in accordance with Article 37. The receiving trading party shall ensure that the relevant CSD receives the information notified without undue delay." 

Note that similar language applies for CCP-cleared and on-venue transactions, please refer to Articles 27.4 and 29.4 

This places a requirement on all parties in the settlement chain to communicate information regarding a buy-in/cash compensation from the trading party through to the (I)CSD. The following details are required: 

1. Buy-in status (successful, partial or unsuccessful) 

2. Deferral Flag (Y or N) 

3. Cash compensation flag (Y or N) 

4. Value/price of bought in securities 

5. Cash compensation amount 

Complies with regulation 

- Regulation (EU) no 909/2014 of the European Parliament and of the Council of 23 July 2014 on improving securities settlement in the European Union and on central securities depositories and amending Directives 98/26/EC and 2014/65/EU and Regulation (EU) No 236/2012 (“EU CSD-Regulation”). 

- Delegated Regulation (DR) 2018/1229, supplementing Regulation (EU) No 909/2014 of the European Parliament and of the Council with regard to regulatory technical standards on the settlement discipline regime (SDR). 

RTS: Regulatory Technical Standard, which are endorsed by the European Commission by means of a delegated act supplementing an EU Regulation or a Directive 

- Commission Delegated Regulation (EU) 2017/392 of 11 November 2016 supplementing Regulation (EU) No 909/2014 of the European Parliament and of the Council with regard to regulatory technical standards on authorisation, supervisory and operational requirements for central securities depositories 

- Commission Implementing Regulation (EU) 2017/394 of 11 November 2016 laying down implementing technical standards with regard to standard forms, templates and procedures for authorisation, review and evaluation of central securities depositories, for the cooperation between authorities of the home Member State and the host Member State, for the consultation of authorities involved in the authorisation to provide banking-type ancillary services, for access involving central securities depositories, and with regard to the format of the records to be maintained by central securities depositories in accordance with Regulation (EU) No 909/2014 of the European Parliament and of the Council 

F. Community of users and benefits:
1. Benefits/savings: 
The main benefit is to allow for an automated means for market participants to communicate the necessary information at the time that CSDR Settlement Discipline Regime enters into force, which is currently scheduled for February 2021. 
There is also opportunity cost of not having the new development, which would be  to force some institutions to prepare proprietary messages in the lack of ISO20022 solution.
2. Adoption scenario: 
The adoption will be driven mostly by interested MIs and their communities.
The change will be neutral for the parties not affected by the CSD Regulation.

The messages are required to be available, at least in the draft mode, not later than June 2020.
3. Volumes: 
Poland - KDPW S.A. and its direct members will use new messages from the start of the underlying CSDR regulations.
Other MIs and their respective counterparties may join once the messages become available.

4. Sponsors and adopters: 
· Poland - KDPW S.A. and the community of its direct members,
· Euroclear, 

· Keler, 

· Central Bank of Belgium.
…

G. Timing and development:

The underlying regulations enter into force in February 2021.

The messages must be ready, at least in the draft mode, by June 2020 at the latest to allow the communities to implement the necessary changes. 

The consequence of delay will be development of proprietary messages by MIs not interested in using existing ISO15022 solution.

H. Commitments of the submitting organisation:
The submitting organisation confirms that it 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 organization recommends to consider with the submitted message set, and, optionally, examples of valid and invalid 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 organisation confirms that it 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.   
The submitting organisation confirms that it intends to organize testing of the candidate messages once they have been reviewed and qualified by the RA and before their submission to the SEG(s) for approval.  The tests are likely to be held in Q4 2020 and the candidate messages be re-submitted to the RA for SEG(s) approval by the end of 2020. The submitting organisation confirms that it will promptly inform the RA about any changes or more accurate information about the timing of this re-submission to the RA. 

The submitting organisation confirms it is committed to undertake the future message maintenance. 
The submitting organisation confirms its 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”. 
I. Contact persons:
· KDPW S.A. – The Central Securities Depository of Poland

Marcin Zawistowski, marcin.zawistowski@kdpw.pl, +48 22 537 93 65
· SWIFT SCRL
Alexandre Hotat,  alexandre.hotat@swift.com, + 32 2 655 3852
J. Comments from the RMG members and relevant SEG(s) or SubSEG(s) and disposition of comments by the submitting organisation:

This section will include the comments received from RMG members and the SEG(s) or SubSEG(s), if any, and the response given to each of these comments by the submitting organisation. 
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