


BUSINESS JUSTIFICATION
FOR THE DEVELOPMENT OF NEW ISO 20022 FINANCIAL REPOSITORY ITEMS

A. Name of the request:
Post Trade Foreign Exchange - Supplement
B. Submitting organisation:
CLS Bank
Financial Square
32 Old Slip, 23rd Floor
New York, 10005 
USA
C. Scope of the new development: 
CLS is proposing a new service (CLSNet) that will support the bi-lateral netting of FX trades between participants. 
CLS would like to propose the creation of 4 new messages for use in CLSNet.
CLS would also like to propose the adaptation of existing fxtr messages for CLSNet and other types of instrument, i.e. NDFs. The adapted messages will be utilised across both CLS FX CORE and CLSNet. Reusing and adapting these existing messages will reduce customer impact. This Business Justification also aims to increase the scope of the Post Trade Foreign Exchange set to support NDFs.
The development aims for cross-compatibility across the user connections to the two CLS services as well as introducing the key business information (and associated changes to the existing messages) to allow the handling of NDFs in CLSNet. Note that CRs will be raised for the impacted existing messages.
The 4 new messages are a new cash management  message that supports the reporting of payment obligations between participants (as a result of netted financial transactions),  two reference data  messages for the maintenance of cut off data and a single administration  message that allows a Participant to request the initiation of a business process within a Central system. 
A total of 4 new messages are proposed in the following Business Areas to support the netting of ‘vanilla’ FX Trades:
· 1 new ‘Cash Management (camt) message’
· Net Report is a message that is sent by the central system to a participant to provide details of the bi-lateral payment obligations per currency between participant pairs. The message allows obligations to be reported in three ways:
· Bi-lateral (multiple currency, single counterparty)
· Currency (single currency, multiple counterparty)
· Multilateral (multiple currency, multiple counterparty)
Note this message is agnostic to the financial transactions from which the obligations are calculated
· 2 new ‘Reference Data” (reda) messages
· Currency Cut Off Update Request is a message that is sent by a participant to the central system to request an update to one or more of the participant’s currency cut off times
· Currency Cut Off Report is a message that is sent by the central system to participants providing the currency cut offs for a particular participant
· 1 new ‘Administration’ (admi) message
· Participant to Central System Processing Request is a generic message to request the initiation of specific business processes within a Central System. The business processes and associated data can be maintained outside the scope of this message.
In addition to the above, CLSNet intends to use the existing ISO 20022 Post Trade Foreign Exchange messages listed below to complete the CLSNet service. Note that these messages will be completely cross compatible with the CLS FX settlement service and that the messages relate specifically to trade confirmation and notification and not Settlement or Netting
· 1 existing ‘Administration message
· Message Reject (admi.002)
· 7 existing ‘Foreign Exchange Trade’ messages
· Foreign Exchange Trade Instruction (fxtr.014)
· Foreign Exchange Trade Instruction Amendment (fxtr.015)
· Foreign Exchange Trade Instruction Cancellation (fxtr.016)
· Foreign Exchange Trade Status and Details Notification (fxtr.017)
· Foreign Exchange Trade Status Notification (fxtr.008)
· Foreign Exchange Trade Bulk Status Notification (fxtr.030)
· Foreign Exchange Trade Withdrawal Notification (fxtr.013)
It is proposed that the FX SEG should be assigned the evaluation of the new candidate ISO 20022 messages, once developed.
CLS has considered the use of the ISO 20022 Business Application Header (BAH) and intends to adopt the BAH with all of the proposed messages and the additional, existing, ISO 20022 messages used as part of the overall CLSNet service.
D. Purpose of the new development:
CLS currently provides an ISO 20022 standard XML channel for its FX settlement service. The new CLSNet service aims to adopt the same XML messages along with some new messages relevant to the FX Netting business flow.
E. Community of users and benefits:
These messages are designed to address the FX post-trade processing needs primarily for the CLS Settlement and CLSNet community but are designed to be capable of adoption in other contexts.
The proposed CLSNet interface plans to adopt the existing CLS XML message formats. This will result in a common set of standards used across the CLS services, thus standardising the way members and participants connect to CLS.
The expectation is that the changes to the existing messages will be used in production in CLS FX settlement by November 2017, the new and existing messages will be used from the go live of the CLSNet service.
The calculated number of users of CLSNet is currently estimated in the hundreds of users.
CLS is extending the work previously undertaken for the ISO 20022 XML Channel for the CLS FX settlement service.
CLS is reaching out to select user groups made up of current CLS members.
CLS is also engaging with selected vendors who currently provide offerings for connectivity to CLS FX settlement over ISO 20022 XML.
F. Timing and development:
CLS will submit the new candidate messages to the RA for review and qualification in Q3 2016, after the approval of the business justification.
CLS will submit the CRs for the existing messages to the RA.
CLS will be working closely with SWIFT to define the connectivity and messaging standards of CLSNet.
It is anticipated that CLSNet will be available for user testing in Q1/Q2 2017 dependent on participant readiness.
G. Commitments of the submitting organisation:
CLS is fully committed to the timely development of the candidate ISO 20022 business models and message models that it will submit to the RA for compliance review and evaluation.
Following acceptance of the Business Justification, CLS will comply with the ISO 20022 Master Rules and will develop 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 CLS recommends to consider with the submitted message set, and examples of valid instances of each candidate message. CLS will address any queries related to the description of the models and messages as published by the RA on the ISO 20022 website.
CLS 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 initial submission to the RA.
CLS confirms that it will promptly inform the RA about any changes or more accurate information about the timing of any re-submission of messages in the event that any changes are required as a result of testing prior the submission to the SEG for approval.
CLS is committed to undertake the future message maintenance.
CLS confirms its knowledge and acceptance of the ISO 20022 Intellectual Property Rights policy for contributing organisations, as follows.
 


H. Contact persons:
CLS Senior Business Analyst – Technology
· Ben Parkinson:	bparkinson@cls-services.com	+44 20 7971 5705
CLS Head of IT Analysis – Technology
· Howard Middleton:	hmiddleton@cls-services.com	+44 20 7971 5785
CLS Head of Architecture – Technology
· Ram Komarraju: 	RKomarraju@cls-bank.com		+1 212 440 6934



I. 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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