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FCA Consultation CP25/32: Improving the UK transaction reporting regime
(ICMA proposals for a more in-depth SFTR review)

General comments

ICMA agrees with the FCA’s general direction to begin simplification within a single
regulation, as there remains significant scope to reduce complexity and reporting burden
within the individual frameworks. This is a pragmatic approach that is likely to deliver more
immediate and cost-effective benefits for market participants, and one which ICMA would
encourage to be applied to SFTR in due course. This would require a targeted review due to
the structural differences of SFTs from the markets covered in MiFIR and EMIR.

With that in mind, ICMA, along with members of its SFTR Taskforce, has undertaken a
comprehensive review of SFTR reporting requirements and put together a detailed list of
proposed improvements based on issues flagged by members over the years, originally with
the intention of feeding into the SFTR Refit exercise.

The key proposals that resulted from the review are set out below and a full list with more
detailed descriptions is included in the Annex of this document.
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Compliance Costs

ICMA conducted a survey (“the Questionnaire”) to collect input from member firms on the
cost of compliance with the reporting requirements under EU SFTR in 2025. While the
exercise was conducted in an EU context, ICMA considers the findings to remain a useful
indication of compliance costs and operational burden for UK SFTR, given the close
alignment between the frameworks. The purpose of this exercise was to collect quantitative
evidence to help illustrate the operational burden firms face under EU SFTR and to identify
which of the proposed structural improvements would most effectively achieve the stated
goals of simplification and burden reduction. Responses were provided on a best-efforts
basis. We only received a very limited set of responses from members, so the figures
reported cannot be taken as representative for the wider industry. However, the responses
included a good mix of different firms and the input provided has been meaningful.

The average reported one-off implementation cost of EU SFTR was £11 million, covering all
the relevant cost lines such as familiarisation with obligations, recruitment, training, legal
advice, consultancy, project management and investment. Respondents noted that the cost
estimates for SFTR are generally likely to be lower relative to those reported for other similar
reporting regimes such as MiFIR and EMIR, despite the added complexity of SFTR. This is
largely attributed to the fact that SFTR has experienced fewer structural changes, as its
formal review has been long overdue (whereas the Refit costs may have been considered as
one-off costs for other regimes). Respondents also noted the relatively high reliance on third
party vendors in the SFTR space, relative to other reporting regimes, which may also have
contributed to lower, although still very significant, initial costs. Finally, we would note that
the cost estimate does not take into account the extensive cross-industry work led by the
relevant trade associations which was central to the successful implementation and involved
the preparation of detailed best practices and related materials which have continued to
evolve ever since.

In terms of ongoing costs, the average annual operating cost for complying with EU SFTR is
reported to be £4 million. In order to scale this to the size of the business of the respective
respondents, the overall cost translates to an average cost per SFTR report between £0.15-
0.65.

Respondents highlighted several key cost drivers: dual-sided reporting under SFTR and EMIR
stood out as a key driver, followed by duplicative reporting of the same derivatives under
EMIR and MiFIR, duplicative reporting of reference data, inconsistent terminologies and
definitions across regimes, frequent regulatory changes, and the lack of phased or
coordinated implantation across reporting frameworks. In addition, firms pointed out that
the current requirements for back-dated reporting are particularly burdensome.

In terms of burden reduction, respondents identified the removal of dual-side reporting and
associated reconciliation requirements as the most impactful of the proposed options.
Simplifying back-dated reporting followed closely, with further support for measures such as
direct reporting from financial market infrastructures (FMls), centralised reference data
enrichment and a removal of REUU reporting.
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Summary of key proposals

In terms of ICMA’s concrete suggestions for structural reforms to the SFTR requirements, we
would highlight the following key points (please refer to the Annex for the full list).
Separately, we have also shared an even more detailed list of SFTR Refit proposals with the
relevant colleagues at the FCA and BoE via the FCA UK SFTR Industry Engagement Group.
The document sets out the proposals in greater detail, including background and context.

We believe that these changes would significantly simplify the reporting regime and reduce
operational costs without compromising the quality or granularity of data available to
regulators. Rather, these changes are expected to enhance data consistency and usefulness
as well as reduce misreporting. These suggestions have also been shared with ESMA, and
where possible, market participants would strongly welcome alignment between the UK and
EU on the scope and direction of the proposed changes, as well as coordination in timing of
the review, in order to minimise divergence and reduce implementation costs.

Removal of dual-sided reporting and reconciliation requirements

Under SFTR, both parties are required to report SFTs (dual-sided reporting), with the
exception of mandatory delegated reporting obligations on certain parties. Dual-sided
reports of SFTs are subject to reconciliation in respect of up to 96 data fields, of which, 83
are subject to a zero tolerance of mismatches. Dual-sided reporting and reconciliation under
SFTR have proven to be one of the most operationally burdensome aspects of the regime,
with frequent breaks stemming from the highly restrictive tolerances, timing mismatches,
booking differences, differences in the interpretation by counterparties of what is meant by
optional conditionality (where one party may not see the need to report) and other non-
material discrepancies. The remediation of breaks absorbs significant resources. Moreover,
many reconciliation breaks cannot be rectified because of the obstacles to back-dated
reporting. In addition, the validity of dual-sided reporting is undermined by the industry’s
dependence on a single vendor for enrichment with reference data, which means that an
error by that vendor has a broad impact. Yet, there is no evidence that dual-sided reporting
and reconciliation have made a meaningful difference in improving data quality. And it does
not ensure accuracy. The removal of dual-sided reporting and reconciliation would therefore
be a welcome step. There are a number of alternatives, including intelligently-targeted
audits, as used in other jurisdictions, focused on the most active firms or those with higher-
risk strategies. We believe that substantial improvements could be realised by repairing data
definitions and providing better reporting guidance. The task could also be facilitated by
exempting firms below a threshold from reporting at all. A structural improvement in the
quality of reporting could be achieved by switching the reporting of CCP-cleared and tri-
party repo from firms to infrastructures (see next point).
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Direct reporting by Financial Market Infrastructures (FMIs) for CCP-cleared and tri-party
repos

Transactions cleared through CCPs or managed by tri-party agents could be reported directly
by the relevant FMIs, as they already possess all the necessary data for both counterparties
in a complete and standardised format, making them the authoritative source and best
positioned to submit complete, accurate and timely reports without reconciliation. This is
already the approach taken in the US. This solution would significantly reduce the reporting
burden for market participants engaged in CCP-cleared or tri-party repo. It will also ensure
data consistency, reduce breaks and eliminate duplication. It would also be a cost-effective
and quick solution, which might reduce the number of new trades reported by firms by 60-
70%. Furthermore, it would also allow the cessation of the requirement for firms to report
CCP margins (MARU reports), which are anyway sourced from CCPs. In these respects, this
proposal is the most dramatic way of decreasing overlaps to reduce reporting burdens (one
of the four key principles of this consultation).

Centralised reference data enrichment

In contrast to regimes like MiFIR, SFTR imposes extensive reference data requirements on
reporting counterparties, including fields such as issuer LEl and jurisdiction, security
classification, credit quality, maturity and currency, even though these attributes could be
derived from the ISIN through established databases. Where firms source these data
themselves, differences in interpretation give rise to inconsistency and, given restrictive or
zero reconciliation tolerances, these lead to significant reporting breaks. On the other hand,
where firms find that the overhead cost of maintaining reference data cannot be justified
solely for SFTR reporting, they buy in delegated enrichment services from third-party
vendors, which are highly variable in quality and, where incorrect, propagate mistakes across
many firms. It would be far more efficient and accurate, and less costly overall, if the FCA
were to centrally enrich this data, rather than requiring every reporting party to do so
independently.

Establish a simple and effective solution for back-dated reporting

Under the current SFTR framework, back-dated reporting is severely constrained and
complicated due to the way TRs are allowed to process the reports - updates to the Trade
State Report (TSR) are applied based on Reporting Timestamp, not the Event Date. This
creates the “latest is greatest” issue, where a late report of an earlier event can overwrite a
later event, leading to sequencing errors. To avoid this, TRs are instructed to ignore reports
submitted more than one business day after the event date when updating the TSR. While
this prevents overwrites, it also blocks valid corrections, leaving many TSRs permanently
inaccurate.! The FCA should establish a simple solution for back-dated reporting beyond one
day. Importantly, in order to avoid creating additional burden for firms, there needs to be an

' For a more detailed description of the underlying issues and current best practice, please see recommendation 9.23
in ICMA’s SFTR Guide.


https://www.icmagroup.org/assets/ICMA-Recommendations-for-Reporting-under-SFTR-March-2025.pdf

W\ ema

European Repo and Collateral Council

automatic process in place at TR level to reflect those corrections in all subsequent reports.
This would restore TSR accuracy without overburdening firms or disrupting current reporting
workflows. In addition, according to the Questionnaire, firms highlighted that resubmitting
all the reporting fields to correct an error on one field is burdensome and expressed support
for limiting the data needed for back-dated reporting.

Removal of re-use (REUU) reporting requirements

The current re-use reporting under SFTR compels most firms to submit estimates of re-used
collateral using a simplistic pro rata formula. The amount derived from this estimation is
largely uninformative and does not reflect the actual market practices, offering little
analytical value in regulatory studies or risk assessments. The value of the result does not
justify the reporting effort. On the other hand, the detailed transaction-level data reported
on both the loan and collateral allow re-use to be inferred (as it has been in research
papers). Removing the re-use requirement would significantly reduce reporting burden
without compromising supervisory insight.

Removal of reporting for settlement fails

For repo transactions, failed delivery does not alter the economic terms of the transaction,
that is, interest accrual and contract start/maturity. The obligation to report settlement fails
has also caused disproportionate reporting burdens, as an ad hoc method of reporting had
to be devised after the launch, which interferes with the post-trade processes of firms (fails
have to be reported as extensions of maturity, which then require automatically-generated
settlement instructions to be cancelled). Moreover, the adjustment required to report fails
cannot be distinguished from the data. These events are anyway already monitored through
other post-trade regimes such as CSDR.

Consolidation of REPO and SBSC reporting

There is no need for a separate reporting template for buy/sell-backs, given that the sole
substantive difference from a repurchase transaction is what happens when there is an
income payment on collateral, which is not directly reportable under SFTR and is not a
matter of systemic risk. The buy/sell-back template should therefore be removed, and all
repos should be reported using the current template for repurchase transactions. Moreover,
buy/sell-backs cannot be properly reported because SFTR incorrectly assumes they are not
qguoted in terms of the repo rate but fails to provide realistic alternative fields (in practice,
many firms nevertheless do report the repo rate for buy/sell-backs).
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Annex: Summary of ICMA proposals for SFTR Refit

(covering Level 1,2 & 3)

Proposed Level 1 issues for SFTR Refit

A. Key issues

issues

proposals

definition of a
Repurchase
Transaction
(REPO)

(SFTR Article 3(9))

Theme: definitions

e The definition of repurchase transaction in SFTR should be corrected to
reflect the fact that there is no such thing as repo collateralized by
guarantee.

e An accurate definition is “a transaction governed by a written agreement
under which a counterparty sells securities, commodities and other
assets and simultaneously commits to repurchase the same or similar
assets at a future date or, in the case of open-ended transactions, when
terminated by either party. In a repurchase transaction, in the event of an
income payment on the asset sold to the buyer, an equivalent payment
immediately becomes due and payable by the buyer to the seller.”

Definition of a
Buy/Sell-Back
(SBSC)

(SFTR Article 3(8))

Theme: definitions

e There is no need for a separate reporting template for buy/sell-backs,
given that the sole substantive difference from a repurchase transaction
is what happens when there is an income payment on collateral, which is
not directly reportable under SFTR and is not a matter of systemic risk.
The buy/sell-back template should therefore be removed and all repos
should be reported using the current template for repurchase
transactions.

e |Ifitis thought necessary to identify buy/sell-backs, a specific indicator
could be included.

e |fthe separate reporting of buy/sell-back is retained, the definition needs
to be corrected. Buy/sell-backs are not always undocumented.

® An accurate definition of a buy/sell-back is “a transaction, which may or
may not be governed by a written agreement, in which a counterparty
sells securities, commodities and other assets and simultaneously
commits to repurchase the same or similar assets at a fixed future date.
In a buy/sell-back, in the event that an income payment on the asset sold
to the buyer will be due and payable during the life of the transaction, a
compensatory adjustment is made in advance to the repurchase price.”

A1.3

CCP-cleared
repos

Theme: reporting obligation

Abolish the obligation for clearing members to report repos that are
centrally-cleared in the EU and their margins. Draw the data instead directly
from the CCPs, as in the US. This solution would significantly reduce the
burden of reporting for clearing members.

A1.4

Tri-party repo

Theme: reporting obligation

Abolish the obligation on market participants to report repos managed by tri-
party agents in the EU. Draw instead directly from agents, as in the US.
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A1.5 | Reconciliation Theme: reconciliation
Pairing, matching and reconciliation should be abandoned and replaced by
more effective Level 2 changes to improve data quality, eg greater clarity in
the rules and supervisory enforcement. The problem could also be
alleviated by direct reporting of CCP-cleared and tri-party repo by the
relevant financial market infrastructures.

B. Otherissues
B1.1 | Exemption from Theme: reporting obligation
reporting

Exemptions from SFTR reporting obligations need to be clarified.

Proposed Level 2 issues for SFTR Refit

A. Key issues

issues

proposals

A2.1

Broker

(field 1.15)

Theme: adding or amending fields to reflect market reality

acting as brokers and (2) voice-brokers.
acting as brokers.

broker-dealers acting as brokers or for voice-brokers, as they
arrange but do not execute transactions.

report fund managers lending cash through repo on behalf of

client funds. These managers have a different contractual

arrangement to brokers (permanent rather than occasional).
e Thereporting of fund managers lending cash through repo on

and field 1.18 (Agent Lender). As noted, field 1.15 is not

is widely understood to mean a lender of securities. Field 1.18
should be returned to its original meaning of securities lender.

A2.2

Agent Lender

(field 1.18)

Theme: adding or amending fields to reflect market reality

e AsarguedinA2.1 above, field 1.18 (Agent Lender) should be
redefined to cover only contractual arrangements to lend
securities on behalf of a client and to expressly exclude repos.

managers lending cash on behalf of client funds.

A2.3

(field 2.06)

Clearing Timestamp | Theme: adding or amending fields to reflect market reality

e For CCP-cleared trades on a Trading Venue, given the minimal

7

e Field 1.15 should be replaced by a general field called “broker or
arranger”, solely for repo, which would capture (1) broker-dealers

e |Ifthisfield is retained, it should be limited to broker-dealers when

e The new EMIR field “executing agent” would not be appropriate for

e But“executing agent” would be correct to introduce this field to

behalf of client funds is currently split between field 1.15 (Broker)

appropriate for fund managers. Nor is field 1.18, as Agent Lender

e A2.1 above also proposes solutions for the accurate reporting of
(1) broker-dealers acting as brokers, (2) voice-brokers and (3) fund

delay between matching on a venue and registration by the CCP
and, given the faster availability of the Execution Timestamp from
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the venue, clearing members should be allowed to use the
Execution Timestamp of the venue as the Clearing Timestamp,
subject to reporting an EROR should the trade not be accepted by
the CCP on the same day.

® FExecution Timestamp should cease to be a reporting field for
CCPs or should be reported equal to the Clearing Timestamp.

A2.4 | Trading Venue Theme: adding or amending fields to reflect market reality
(field 2.08)

e The aim of Trading Venue = XOFF should be to capture indirect
post-trade registration with a CCP. Merely connecting post-trade
to a trading platform has no economic purpose. For this purpose,
it would be simpler and more accurate to report an OTC
transaction (XXXX) and also populate the various central-clearing
fields for the relevant Event Date, in which case, XOFF should be
removed.

e |If XOFF has another purpose, it needs to be explained.

A2.5 | Trading Venue Theme: adding or amending fields to reflect market reality
(field 2.08)

Trading Venues with a MIC should be redefined as dedicated

platforms for the negotiation and/or execution of transactions (CLOBs

and RFQs) but not messaging services without structured negotiation
facilities as these are merely communication devices (eg Bloomberg

IB/VCON).

A2.6 | Trading Venue Theme: adding or amending fields to reflect market reality
(field 2.08)
Replace the use of MICs to identify Trading Venues with LEls.
A2.7 | Execution Theme: reconciliation
Timestamp
(field 2.12) The definition of time of execution needs to be defined in practical
operational terms which reporting parties can understand and
uniformly implement.
A2.8 | General Collateral Theme: removing or amending dysfunctional or redundant fields
Indicator
This field should be removed.
(field 2.18)
A2.9 | price of a Buy/Sell- Theme: adding or amending fields to reflect market reality
Back (SBSC)
This field provides no information on the price of a buy/sell-back.
(field 2.49) Technical Standards should instead specify the reporting of the repo
rate for buy/sell-backs, in line with the reporting of repurchase
transactions and market practice (if buy/sell-backs are to continue to
be reported separately).
A2.10 | Value Date of Theme: removing or amending dysfunctional or redundant fields

Collateral

(field 2.74)

e This field should be removed for repo.
e Ifretained, this field should revert to its original narrow function of
identifying “pre-payment” of collateral in securities lending.
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A2.11 | Classification of Theme: removing or amending dysfunctional or redundant fields
Security Used as ) o ] ]
Remove field 2.79 or limit the requirement to the first and second
Collateral ] )
letters (Category and Group), given that these are the only fields
(field 2.79) which are reconciled and that the ISIN provides a route to all relevant
information about a security.
A2.12 | Classification of Theme: removing or amending dysfunctional or redundant fields
Security Used as
Collateral o A preferred solution is given above, which is to resolve the
reporting difficulties of field 2.79 by removing it entirely or limiting
(field 2.79) the requirement to just three letters of the code, which provide the

most useful information.

Otherwise, ESMA should press ANNA to complete the coverage of
their CFl database. Moreover, ESMA should audit and validate the
CFl codes in FIRDS, and press ANNA to do the same, in order to
remove current errors. Procedures should be established by both
organizations to validate new codes against the ISO standard.

A2.13 | Haircut or Margin

(field 2.89)

Theme: removing or amending dysfunctional or redundant fields

This field should be removed.

If retained, the title of this field should be changed to “Haircut” to
remove the ambiguity of what is to be reported. Or, given that the

reference to “Margin” only applies to margin lending transactions,
the name could be changed to “Haircut or MGLD Margin”.

A2.14 | Collateral Quality

(field 2.90)

Theme: removing or amending dysfunctional or redundant fields

This field should be removed.

If this field is retained, it should cease to be a matching field.

If this field is retained, clearer definitions of NOTR and NOAP need
to be provided.

A2.15 | Collateral Quality

(field 2.90)

Theme: removing or amending dysfunctional or redundant fields

This field should be removed.

If this field is retained, parties should be allowed to report the
lowest rating from two authorized external credit rating agencies.
If this field is retained, collateral eligible for refinancing at the ECB
or other central banks should be exempt.

A2.16 | Collateral Type

(field 2.94)

Theme: removing or amending dysfunctional or redundant fields

This field should be removed.

If this field is to be retained, ESMA should ask the ECB to press the
FSB Data Management subgroup to complete its promised work
urgently, until which time, this field should cease to be a matching
field.

A2.17 | Action Type ETRM

(field 2.98)

Theme: removing or amending dysfunctional or redundant fields

ETRM should be removed and the exercise of pre-agreed termination
options or ad hoc agreements to terminate repos should all be
reported as modifications (MODI) of the Maturity Date (field 2.14).
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A2.18

Level

(field 2.99)

Theme: removing or amending dysfunctional or redundant fields

This field is redundant and should be removed.

A2.19

parallel reporting by
multiple agent ---
COLU reports

Theme: reconciliation

ISLA has proposed the following additional primary keys for pairing
net collateralized SFTs:

e 1.03 Reporting counterparty

e 1.07 Branch of the Reporting Counterparty
e 1.08 Branch of Other Counterparty

e 1.11 Other Counterparty

e 1.14 Triparty Agent

e 1.18 Agent Lender

e 2.04 Type of SFT

e 2.09 Master Agreement Type

e 2.96 Collateral Basket Identifier

A2.20

reconciliation

Theme: reconciliation

e Optional fields should not be matched fields.
e Optionality should be replaced (where possible) by express
conditionality rules.

A2.21

Sponsored and
other guaranteed,
and indemnified
repo

Theme: adding or amending fields to reflect market reality

e |[f datais required on third-party credit enhancement of repo
involving counterparties who are not CCP-clearing members or
have limited membership of the CCP, it could be provided with two
new fields.

e One new field would describe the type of arrangement, of which,
there are three.

e The other new field would identify the third-party.

B. Otherissues

B2.1

Beneficiary
(field 1.13)

Theme: removing or amending dysfunctional or redundant fields

e Thisfield provides little or no information relevant to the
monitoring of systemic risk, and is difficult to populate, which
means that reporting is inconsistent. It should be removed.

o |[ffield 1.13 isretained, it should be redefined as “a legal entity
which holds beneficial title to a repurchase transaction or
buy/sell-back while legal title is held by the Reporting
Counterparty. The entity holding legal title should be reported in
field 1.3 if it is not also the holder of beneficial title.”

o Infield 1.13 isretained, it needs to be clarified whether or not it
needs to be populated when the Beneficiary is also the Reporting
Counterparty.

B2.2

Master Agreement
Type (field 2.09)

Theme: adding or amending fields to reflect market reality

e The list of MAT codes needs updating and expanding.

e Code CSDA should be removed.

e Rules need to be provided as to how parties should construct 4-
letter codes for unlisted indices, rather than allow unstructured
use of the 25-character free text.

10
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B2.3 | Minimum Notice Theme: adding or amending fields to reflect market reality
Period
e Thisfield should be limited to evergreens and extendibles, that is,
(field 2.16) repos with options that are not for present termination.

o |[fthisfield is limited to evergreens and extendibles, it should be
redefined in terms of calendar days.

o Allow field 2.16 to be reported in months and years.

B2.4 | DBV Indicator (field Theme: removing or amending dysfunctional or redundant fields
2.19)

o Remove field 2.19 and require use of DBV to be reported in field
1.14 along with other tri-party services.

o |[fthisfield is retained, it should cease to be a matching field, given
that field 1.14 (Tri-party Agent) is not. And it should be made clear
whether both fields 1.14 and 2.19 should be populated in the case
of sterling tri-party repo.

B2.5 | Daycount Theme: removing or amending dysfunctional or redundant fields
convention

This field should be removed.

(field 2.24)
B2.6 | Floating Rate Theme: adding or amending fields to reflect market reality
(field 2.25) e The list of codes needs revising to include only money market
indices and to add missing but widely-used indices.

e Rules need to be provided as to how parties should construct 4-
letter codes for unlisted indices, rather than allow unstructured
use of the 25-character free text.

B2.7 | Spread Theme: adding or amending fields to reflect market reality
(field 2.32) Decimal places should be allowed in field 2.32.
B2.8 | Principal Amount Theme: adding or amending fields to reflect market reality
Currency )
The list of ISO codes needs to be supplemented for use under SFTR or
(field 2.39) officially amended.
B2.9 | Price Currency (field | Theme: adding or amending fields to reflect market reality
2.50)
If buy/sell-backs are to continue to be separately reported using this
field, field 2.50 should be mandatory.
B2.10 | Identification of a Theme: adding or amending fields to reflect market reality
Security Used as )
Allow letters of credit to be reported as collateral.
Collateral
(field 2.78)
B2.11 | Identification of a Theme: adding or amending fields to reflect market reality

Security Used as
Collateral

(field 2.78)

CUSIPs should be accepted in place of ISINs for US securities
without an ISIN, using a conversion of the 9-character CUSIPs into
12-character ISIN-like code for SFTR reporting by adding the ISO
country code US as a prefix and a standard check digit (calculated
using the ISO convention) as a suffix.

11
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B2.12 | Maturity Date of the
Security

(field 2.91)

Theme: removing or amending dysfunctional or redundant fields

This field should be removed, given that it can be established from
the ISIN.

B2.13 | Jurisdiction of
Issuer

(field 2.92)

Theme: removing or amending dysfunctional or redundant fields

This field should be removed, given that it can be established from
the ISIN. If field 2.92 is retained, the relationship with field 2.93 (if that
is also retained) should be clarified.

B2.14 | LEl of the Issuer

(field 2.93)

Theme: adding or amending fields to reflect market reality

This field should be removed, given that it can be established from
the ISIN. If field 2.93 is retained, the relationship with field 2.92 (if that
is also retained) should be clarified.

B2.15 | CCP-cleared repos

Theme: improving published SFTR data

Adjust the aggregation of CCP-cleared SFTs so that only two novated
transactions are reported in public data.

B2.16 | priorrepos

Theme: amending reporting rules

The concept of the prior repo is flawed and introduces complexity
and potential confusion into reporting, as well unnecessary
additional reporting steps (termination and replacement).

The concept of a prior repo and the RTN should therefore be
abandoned, especially where repos are executed on condition that
they will be registered by a CPP.

B2.17 | MODI

Theme: amending reporting rules

It should be possible to submit MODI reports in advance of the Event
Date. This might be done through the use of an “effective date”.

B2.18 | resizing repo

Theme: adding or amending fields to reflect market reality

e Change field 2.37 to Principal Amount Outstanding to allow re-sizing
to be reported directly.

12
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Proposed Level 3 issues for SFTR Refit

A. Keyissues

issues proposals
A3.1 failed settlement Theme: reporting obligation

e Fails should not be reported under SFTR, given that delivery
failures are monitored under CSDR.

e Alternatively, an express method of reporting fails is required,
such as a specific Action Type. In this case, the deadline for
reporting should be extended or removed to make the reporting of
fails practicable (see issue A3.10 below).

A3.2 Event Dates Theme: definitions
(field 2.03) e Ata minimum, ESMA should re-align the reporting of collateral re-
use with that for collateral and margin updates, so that all
collateral balances are reported on the more practicable basis of
expected settlement.

e [twould be preferable for ESMA to abandon the calculation of re-
use by reporting parties and instead calculate re-use directly from
the transaction data provided under SFTR, which details how
much of each issue has been received through SFTs and how of
the same issues have been re-used in other SFTs.

A3.3a | Collateralization of | Theme: adding or amending fields to reflect market reality
Net Exposure
It would be more useful to be able to distinguish between repos that
(field 2.73) are collateralised at transaction level from those collateralised at a
portfolio level, regardless of whether variation marginison a

transaction or portfolio basis. ESMA should therefore abolish the

requirement to report 2.73 = TRUE just because variation margin is
against net exposure. 2.73 = TRUE should only be reported where
collateralisation of a net exposure is the actual contractual situation
for initial or substituted collateral. COLU reports for single variation
margins on portfolios should still be sent with 2.73 = TRUE.
A3.3b | Branch of the Theme: reporting obligation
Reporting
Counterparty & ESMA should confirm their guidance in section 4.6.2 of the
Branch of the Other | Guidelines of 2020, which accurately reflects the location of
Counterparty exposures, and remove conflicting guidance.
(fields 1.07 & 1.08)
A3.3c | Other Counterparty | Theme: reporting obligation
(field 1.11)
MODIs and COLUs should not require LEIl to be current, provided a
valid LEl was given in the NEWT report.
A3.5a | Price Per Unit & Theme: reconciliation
Collateral Market
Value e ESMA’s requirement that firms should agree on prices and values
in COLU reports and, where such agreed prices differ from
internal firm-wide revaluation prices, “correct” their internal

13
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(fields 2.87 & 2.88)

prices ignores legitimate differences in internal prices. It also
assumes an impossible simultaneous multilateral consensus
can be achieved each day across the market.

e Matching tolerances should be significantly widened to allow
parties to use their own firm-wide revaluation prices.

e |norderto more accurately reflect their exposures, parties
should be free to source their own exchange rates rather than
take them from the ECB.

A3.5b

Jurisdiction of the
Issuer & LEI of the
issuer

(fields 2.92 & 2.93)

Theme: definitions

e The definitions of fields 2.92 and 2.93 need to be made
consistent, where possible, and reporting explained for all
combinations of the locations of head offices and registered
offices.

o Where there is a registered office in the country of the ultimate
parent of an issuer, the country of the LEl reported in field 2.93
should be the one identified in field 2.92.

o Where the registered office it outside the country of the ultimate
parent, the ultimate parent should be reported in field 2.93,
because this is where the credit risk of collateral ultimately lies.

A3.7

auto-
collateralization

Theme: definitions

e ESMA should exclude all auto-collateralization transactions or,
given that the involvement of ESCB central banks was the
justification for the exemption of T2S, it should exclude auto-
collateralization by all central banks, not just members of the
ESCB.

e ESMA should clarify whether both limbs of central bank auto-
collateralizations (central bank to payment bank and payment
bank to client) are excluded from reporting.

® |f auto-collateralization is excluded from SFTR, it should not have
to be reported under MiFIR.

A3.8

asynchronous
COLU reports

Theme: reconciliation

COLU reports need to be assimilated by trade repositories using
Event Date.

A3.9

asynchronous
NEWT reports

Theme: reconciliation

COLU reports need to be assimilated by trade repositories using
Event Date.

A3.10

back-dated
reporting

Theme: reconciliation

e Trade repositories should no longer be required to ingest reports
into Trade State Reports in chronological order, and the Event-
Date-plus-one deadline for reporting should be abolished, to
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allow retrospective (back-dated) updating of Trade State
Reports.

e However, should it be required that reports subsequent to the
historic report being corrected should also be corrected, this
should be achieved at the trade repositories by means of an
automated process of correction in order to avoid the risk of
current reporting being disrupted by a sudden and substantial
diversion of resources.

A3.11

deadline for
corrections and
updates

Theme: reconciliation

Retrospective (back-dated) amendment of the Maturity Date in Trade
State Reports should be permitted.

B. Otherissues

B3.1 | “pledged repo” Theme: definitions
Repo --- both REPO and SBSC --- should always be reported with field
2.20 =TTCA. ESMA should reverse its decision to include secured
loans in repos and respect the definition in SFTR
B3.2 | RTN Theme: adding or amending fields to reflect market reality
(field 2.02) ESMA should clarify which rule is to be followed when reporting. The
Validation Rules are simplest and are therefore to be preferred.
B3.3 | Minimum Notice Theme: adding or amending fields to reflect market reality
Period
ESMA is asked to confirm that the notice period for an extendible repo
(field 2.16) is the interval between the effective notice date and the extended
maturity date.
B3.4 | Collateral Basket Theme: adding or amending fields to reflect market reality
Identifier )
Field 2.96 should be made repeatable.
(field 2.96)
B3.5 | Portfolio Code Theme: adding or amending fields to reflect market reality
(field 2.97) As there is no good reason for insisting on 52 characters precisely, the
format of this field should be re-specified across all rules to allow “up
to 52 characters”, which will allow use of EMIR codes where required.
B3.6 | correcting COLU Theme: adding or amending fields to reflect market reality

reports with CORR
reports

The cardinality of fields 1.9 (Counterparty Side) and 2.1 (UTI) should
become conditional on 2.73 (Collateralization of Net Exposure) =
FALSE where the rule for field 2.73 is changed back to indicating net
exposure collateralization at transaction level rather than per master
agreement.
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