COMMENTS ON THE CONSULTATION PAPER
Preliminary remarks
The regulations presented for consultation cover a broad range of changes in the structure of reported information. This entails the need to restructure the processes of handling reported data, which in turn requires changes to be implemented in other processes, such as schemas of messages sent to/from reporting participants, validations, reconciliation, as well as all processes based on data maintained in the TR (public reports, data available to the supervisory authorities). The new technical standards and rules of validation will have to be implemented simultaneously by all trade repositories and reporting participants. Furthermore, changes in many reporting-related processes will also affect the supervisory authorities, as well as all other entities which use TR services; consequently, the time necessary for their preparation must be sufficient to ensure that the operation of the data reporting system and the provision of data to the supervisory authorities proceed without interruption.

Q1: Do you envisage any difficulties with removing the ‘other’ category from derivative class and type descriptions in Articles 4(3)(a) and 4(3)(b) of ITS 1247/2012? If so, what additional derivative class(es) and type(s) would need to be included? Please elaborate.

In our opinion, removing the ‘other’ category from derivative class and type descriptions will cause difficulties in proper classification of certain derivatives; the most obvious examples include derivatives based on stock exchange indices or on other derivatives, e.g., swap options or futures options, which would be difficult to classify in a specific asset class. Similar problems arise for many other contracts which would be difficult to classify in the absence of the ‘other’ category; this would require guidelines for participants.

Furthermore, the proposed set of values is a reflection of the range of types of contracts currently used in the market; however, the set may potentially be extended in the future. The emergence of new types of contracts will then at each time require amendment of ITS or new guidelines.

Considering the foregoing, in the opinion of KDPW_TR, it is advisable to retain the ‘other’ category; it could be a good idea to add new categories to the existing classification, for instance, stock exchange indices, in order to mitigate the risk that too many instruments are classified as ‘other’.
Consideration should also be given to the inconsistencies between data reported so far and information reported under the new structure, as well as the impact of such inconsistencies on the preparation of aggregated data. This will require the development of rules for the conversion of data reported so far under the new standards. 

Q2: Do you think the clarifications introduced in this section adequately reflect the derivatives market and will help improve the data quality of reports? Will the proposed changes cause significant new difficulties? Please elaborate.
In the opinion of KDPW_TR, the change of names proposed in paragraph 17 will ensure accurate identification of reporting entities and add transparency to the field definitions.

In the opinion of KDPW_TR, it is advisable to introduce rules for the definition of ‘counterparty side’ as this would add transparency to the reporting process; however, the proposed scope of counterparty definitions does not cover all possible cases (for instance, no counterparty definition for basis swaps). The counterparty definition method presented in the document could be controversial, in particular for cross-currency swaps: when the counterparty position is built, for example, for EUR/USD swaps, the notional currency of all long positions will be EUR and the notional currency of all short positions will be USD; consequently, all buy contracts will be executed in EUR and all sell contracts will be executed in USD.
To improve data quality, the proposed clarifications must be reflected in the content of RTS and ITS. Furthermore, in our opinion, they require detailed guidelines along with examples of correct reporting and validation for different types of derivatives.
Such changes will entail problems with interpretation unless they are accompanied by precise guidelines. As a result, this could potentially cause counterparties to report data differently, leading to inconsistencies in data reconciliation and impairing the value of data for the supervisory authorities.

We raise no objection to the changes of the format in Fields 52 and 53 in the Commodity section in the existing ITS (paragraph 19).

Q3: What difficulties do you anticipate with the approaches for the population of the mark to market valuation described in paragraphs 21 or 19 respectively? Please elaborate and specify for each type of contract what would be the most practical and industry consistent way to populate this field in line with either of the approaches set out in paragraphs 21 and 23.

In our opinion, allowing different calculation methods of mark to market valuation (paragraph 21) for different derivative contract types may prove to be a disadvantage, for instance in data aggregation. In our opinion, allowing the reporting of valuation under different guidelines may falsify the position value for a given category of derivatives. Considering that the alternative approach would be to report valuation according to a single definition for all derivatives as an alternative to the definition of the valuation reporting method presented in paragraph 21, we are in favour of approving the coherent solution presented in paragraph 23.
It seems that the proposal concerning valuation reporting (paragraphs 21 to 23) goes in the right direction; however, it must be clarified, including specific examples which would help reporting entities to understand the required calculation methods. It should also be noted that different valuation reporting methods for different classes of instruments may cause inconsistency of values of published aggregated data. It will be necessary to restructure the aggregated data reports to accommodate different valuation methods for different classes of contracts. In the opinion of KDPW_TR, it is advisable to define a single reporting method of mark to market valuation as proposed in paragraph 23 in order to ensure coherent data aggregation across markets (ETD, OTC) and classes of assets (EQ, CU, etc.).
In our opinion, the publication of new technical standards should coincide with the publication of validations along with a detailed specification of allowed formats, in particular indicating those classes of contracts for which negative valuation is permitted.

Q4: Do you think the adaptations illustrated in this section adequately reflect the derivatives market and will help improve the data quality of reports? Will the proposed changes cause significant new difficulties? Please elaborate.

We are strongly in favour of clarifying the format of all dates used in reports. In our opinion, the change will certainly have a positive impact on reconciliation.

We support the idea of disallowing any codes other than LEI in reporting for entities which may easily obtain an LEI. In our opinion, only those entities which cannot obtain an LEI due to legal barriers should be allowed to use other codes in reporting. However, such codes should be a unique identifier of the entity in a given jurisdiction rather than being an internal identifier.
We also support the addition of values ‘C’ and ‘O’ as proposed in paragraph 32.

We support the change proposed in paragraph 33, whether or not a country has already implemented EMIR.

Paragraph 35. With respect to AII, we support the proposal to require a concatenation of MIC and AII in the product description. An AII code alone is not unique; it is only in combination with the MIC of the issuing institution that it constitutes a unique instrument identifier. Our concern is that while there is a global database of ISIN codes available from ANNA, we are not aware of such database for AII codes. Hence, serious doubts arise concerning potential verification of AII codes if needed.
In our opinion, the change of the name proposed in paragraph 36 is neutral.

We are strongly in favour of giving more precision to the values reported in Table 2 Fields 36 and 37, as proposed in paragraph 38. 

We propose to maintain the action type AT=O, which would be removed from the standards as proposed in paragraph 39, while it could be used by TRs for purposes other than the action types defined in the standards, e.g., change of reporting entity / change of trade repository / change of identifier. Furthermore, for the same reasons, we propose to maintain the field ‘Details of action type’ which would be removed from the standards even though it is used, for instance, to handle legal mergers of reporting entities.
Moreover, we support additional clarification of the action types AT=C and AT=E. We propose, as mentioned above, to publish detailed information on these changes along with examples of correct reporting of each action type, especially the action types AT=C and AT=E, because it follows from practice that the reporting method of such action types may still be misunderstood, e.g., how to correctly report partial termination.
We request clarification and potential admissibility of reporting AT=C where the ‘Maturity date’ field is filled neither in the original AT=N report nor within the lifetime of the report.

The change proposed in paragraph 41 requires a very detailed description including the scope of data (enumeration of fields) to be corrected. We request that the standards or the rules of validation specify whether AT=R may correct all parameters of a trade: in our opinion, the UTI field should not be allowed to be corrected. Furthermore, in this context, it seems necessary to clarify the description of the action type ‘Error’ in the technical standards, i.e., to define AT=E as an action type which can cancel a trade and its entire history, preventing the trade to be reported again using the same UTI.
The proposal to add a new action type according to paragraph 42 does not specify whether it would replace the action type ‘New’ although this would seem to be its purpose. To avoid different interpretations, in the opinion of KDPW_TR, it is necessary to provide an exhaustive description of the new action type along with examples of such reports. The introduction of a new field which would define whether the report concerns a transaction or a position should entail clarification whether a report with the action type ‘P’ replaces an ‘N’ report and, if so, the ITS should indicate that where Table 2 Field 73 is filled with ‘P’, Field 74 may only be filled with ‘T’ and where Table 2 Field 73 is filled with values other than ‘P’, Field 74 may be filled with ‘T’ or ‘O’. In particular, an in-depth analysis is required in order to define which action types may be reported for positions and which action types may be reported for transactions, and in which cases. In our understanding, this discussion will continue when the scope of validation is being defined.
Furthermore, reporting only positions at a given day would imply that the actual volume and value of transactions will remain unknown. It also seems that, if allowed, this option will have an adversely impact on the supervisory authorities, and it will certainly not be useful for the calculation of aggregated data which currently include volumes and values reported as AT=N, i.e., at the time that a trade is made. The impact of the change on reconciliation should also be analysed. Should ‘P’ reports be included in the process, and in what form?
Q5: Do you think the introduction of new values and fields adequately reflect the derivatives market and will help improve the data quality of reports? Will the proposed changes cause significant new difficulties? Please elaborate.

Paragraphs 47 – 48. The standards require that the CFI is reported where a product is identified with ISIN or AII codes; it should be noted, however, that in some cases CFI codes are unavailable. Furthermore, ISIN and AII codes are not available for certain derivatives. Identification of the underlying is not always limited to the list of values enumerated in the standards, e.g., for CIRS. In our understanding, the discussion on the rules of validation of Section 2b fields will continue when substantive controls are being defined for those fields. While the proposed identification method of the underlying is fairly clear and can be defined for regulated markets as well as ETDs traded outside such markets, there is problem with OTC, exotic, currency, commodity, and atypical contracts. The regulations do not provide that the field may be left blank; consequently, it seems that the description of the regulations or the rules of validation must additionally include the reservation that Fields 7 and 8 are left blank for currency, commodity, interest rate, credit derivatives and in certain other cases, and the requirement to fill / the rules of filling specific Sections should be dependent on the values in Section 2a.
Paragraph 49. Pursuant to Article 2(6)(a) of the Commission Delegated Regulation (EU) No 151/2013, a trade repository shall provide a supervisory authority with access to all the transaction data on derivatives where the underlying is a security admitted to trading on a regulated market within their jurisdiction. Compliance with this requirement requires, first and foremost, correct and clear identification of the underlying, as well as information about the markets in which it is traded. The existing standards do not cover such reporting; furthermore, such information is not available in widely used databases of ISIN codes or other identifiers, in particular AII codes. We request to consider reporting of such information in the new technical standards or to define the rules of granting supervisory authorities with access rights; if this is not possible, we propose to consider a change of the scope of such rights in regulations (specifically, Article 2 point 6 of Commission Delegated Regulation (EU) No 151/2013). The need for a clear definition of the scope of access rights concerns not only Article 2 point 6 letter a) but also the remaining provisions of Article 2 point 6 letters b) - c). KDPW_TR believes that an additional discussion on this issue would be helpful.
Paragraphs 52 to 54. In our understanding, the discussion on mandatory filling of the new fields in the Collateral section will continue when validation rules are being defined.

We request clarification whether return of the variation margin in part (where contract valuation indicates an increase) should be considered a margin received or simply a modification of the margin posted.
If new fields are added to the description of collateral in reports, it seems necessary to clarify their definitions along with examples of reporting and validation of data in the report fields.

Example:

CP1 and CP2 enter a trade in futures. On the position opening date, CP1 posts an initial margin of EUR 1,000 against CP2.

Report to TR:

Initial margin posted:  CP1: 1000 EUR, CP2: 0 EUR


Variation margin posted: CP1: 0 EUR, CP2: 0 EUR


Initial margin received:  CP1: 0 EUR, CP2: 1000 EUR


Variation margin received: CP1: 0 EUR, CP2: 0 EUR.

On the next day, the price of the underlying changes and CP1 is required to post a variation margin of EUR 100.

Report on the next day:

Initial margin posted:  CP1: 1000 EUR, CP2: 0 EUR


Variation margin posted: CP1: 100 EUR, CP2: 0 EUR


Initial margin received:  CP1: 0 EUR, CP2: 1000 EUR


Variation margin received: CP1: 0 EUR, CP2: 100 EUR.

On the next day, the price of the underlying changes in the opposite direction and CP1’s margin requirement decreases so EUR 40 of the variation margin is transferred to CP1’s account.

Report on the next day:
Initial margin posted:  CP1: 1000 EUR, CP2: 0 EUR


Variation margin posted: CP1: 60 EUR, CP2: 0 EUR


Initial margin received:  CP1: 0 EUR, CP2: 1000 EUR


Variation margin received: CP1: 0 EUR, CP2: 40 EUR.

Is such reporting correct?

We understand that the discussion on the scope of validation will also cover the harmonisation of the structure of data reported so far and reports under the new methodology in the context of presentation of correct statistics as well as other processes based on such data.
Q6: In your view, which of the reportable fields should permit for negative values as per paragraph 40? Please explain. 

It seems that the reference in the question should be to paragraph 44 (not paragraph 40). If ITS Table 1 and 2 fields marked as follows: “The negative symbol, if populated, is not counted as a numerical character.” are considered to be the fields which permit negative values, then we raise no objection to the proposed changes of the technical standards.

Q7: Do you anticipate any difficulties with populating the corporate sector of the reporting counterparty field for non-financials as described in paragraph 42? Please elaborate. 

It seems that the reference in the question should be to paragraph 46 (not paragraph 42). The proposed set of values allowed in reports for non-financials seems to be exhaustive. We do not anticipate major difficulties in this regard; however, we anticipate a number of questions and requests to specify the correct code in individual cases.
The proposal to allow more than one character in the field ‘Corporate sector of the counterparty’ and to not allow the field to be left blank for non-financials leads to a question about the format of the field, specifically about the separator to separate positions if there are more than one. In our opinion, allowing the reporting of more than one value in this field leads to a number of problems. The assumption should be that in such cases the entity should specify which sector is its core sector. In database systems such as trade repositories, each text field has a strictly defined number of characters; we propose to accept a single format for the field: one alphanumeric character. However, if multiple values in the field are absolutely necessary, we propose to define the field as reported multiple times rather than as a string of characters separated by the separator.
Q8: Do you envisage any difficulties with the approach described in paragraph 45 for the identification of indices and baskets? Please elaborate and specify what would be the most practical and industry consistent way to identify indices and baskets. 

Concerning the definition of a basket, it is proposed to report all individual components using the ISIN or AII code. In our opinion, such solution is not necessary. We do not support the idea of identifying the components of a basket. The biggest risk is in uniform reporting of these fields as necessary for data reconciliation. If basket components must be listed, which in our opinion is not necessary, we anticipate problems with the sequence of data entries (we propose a definition based on the alphabetical order); for indices, the identification of the exact index name could also pose a problem. Furthermore, Field 8 is defined as an alphanumeric field but the maximum allowed number of characters for fields and indices is not specified.
However, if multiple values in the field are absolutely necessary, we propose to define the field as reported multiple times rather than as a string of characters separated by the separator.

Concerning index identification, it seems that identification of the index provider and its full name could pose a problem in some cases.

Q9: Do you think the introduction of the dedicated section on Credit Derivatives will allow to adequately reflect details of the relevant contracts? Please elaborate. 

In our opinion, the introduction of a new section will enable reporting of CDS contracts. Considering that it is a completely new section, reporting would be greatly facilitated by detailed guidelines accompanied by examples, as well as recommended validations in the form of standards.

Q10: The current approach to reporting means that strategies such as straddles cannot usually be reported on a single report but instead have to be decomposed and reported as multiple derivative contracts. This is believed to cause difficulties reconciling the reports with firms’ internal systems and also difficulties in reporting valuations where the market price may reflect the strategy rather than the individual components. Would it be valuable to allow for strategies to be reported directly as single reports? If so, how should this be achieved? For example, would additional values in the Option Type field (Current Table 2 Field 55) achieve this or would other changes also be needed? What sorts of strategies could and should be identified in this sort of way? 

In our opinion, allowing strategies such as straddles to be reported in a single report would create more problems than benefits. A straddle is a combination of several options, each of which is defined separately. An attempt to report a strategy in a single report would create a number of problems, for example, how to define contract counterparty, how to define contract classification, how to define option type, how to define component transaction parameters. It also seems that while contracts may be part of a strategy for one counterparty, they may constitute individual transactions for the other counterparty(ies); allowing straddles to be reported in a single report would prevent the pairing of transactions in reconciliation.
Furthermore, we see no reason for special treatment of straddles while the market uses other strategies as well.

To summarise, at this stage of development of the general reporting system under EMIR, allowing strategies to be reported in a single report is not advisable and it would create many problems which we currently cannot envisage and analyse.

Q11: Do you think that clarifying notional in the following way would add clarity and would be sufficient to report the main types of derivatives:

In our opinion, the proposal to define the notional presented in paragraphs 60 to 63 adds clarity to reporting and precludes individual interpretations of data reported in this field. Furthermore, we would expect similar guidelines for the field ‘Actual notional’ which is closely linked to the ‘Original notional’ field defined here, and the addition of such guidelines to the technical standards. In particular, in our opinion, partial termination requires additional guidelines, i.e., identification of values to be reported in both fields.
It seems unnecessary to break down the ‘Notional amount’ field into two fields because the TR should maintain the trade history; consequently, both data reported with AT=N and changes to the notional amount reported later are recorded and remain accessible to the supervisory authorities and the participants. The addition of an ‘Original notional’ field (whose value is reported in the original report anyway) will result in multiple replication of such information which remains fixed throughout the lifetime of the transaction. We see no added value of the change.
COMMENTS ON ANNEX IV

In view of the need for correct definition of the scope of access of supervisory authorities to data, according to the guidelines laid down in the Commission Delegated Regulation (EU) No 151/2013, in our opinion, it is necessary to add the following fields to the scope of information in Table 1:

· Country code of the broker;

· Country code of the beneficiary;

· Country code of the issuer of the underlying – we propose the following description: Country code of the place of establishment of the issuer of the underlying.
In the light of Article 2(6) of the Commission Delegated Regulation (EU) No 151/2013, such fields seem necessary in order to correctly define the scope of access rights of the supervisory authorities. In our opinion, special attention should be paid to correct and clear wording of guidelines on how to fill the field ‘Country code of the issuer of the underlying’. In view of problems with the correct definition of the underlying, definition of the issuer of the underlying could also arouse doubts. Further to the foregoing, we point out the need to define detailed rules of filling the field ‘Country code of the issuer of the underlying’ for instance in relation to the currency of an underlying which is not defined using any widely available identifiers, e.g., CHF/EUR.
Furthermore, it also seems advisable to add the following fields to the scope of information in Table 1:

· Country code of the report submitting entity,

· Country code of the reporting counterparty,

· Country code of the clearing member.
COMMENTS ON ANNEX V
Further to the proposal to add new fields in Table 1:

· Country code of the broker;

· Country code of the beneficiary;

· Country code of the issuer of the underlying
· Country code of the report submitting entity , 

· Country code of the reporting counterparty,

· Country code of the clearing member.

we propose their definition in ITS as follows: ’2 character ISO 3166 country code’.
Amendment of Article 3(2). We propose to change broking entity to broking entity and beneficiary.

Article 3a. We propose to change the definition of counterparty side in particular in the context of cross-currency swaps and basis swaps as well as other derivatives not covered by the definition.

Concerning the proposed Article 4a, we are concerned that a definition of an entity responsible for generating a UTI in the technical standards does not solve the problem of timely delivery of the UTI to the other counterparty, especially for trades between counterparties in different countries. Consequently, we propose to add an obligation to deliver the transaction identifier timely. We propose to insert Article 4a(3) as follows: “The counterparty that generates a unique trade identifier shall provide it to the other counterparty within such time as necessary for the other counterparty to timely fulfil the reporting obligation under Article 9(1) of Regulation of the European Parliament and of the Council (EU) No 648/2012.”.
Table 1 Field 17 Value of contract
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character.”
Table 1 Field 25 Initial margin posted
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character.”

Table 1 Field 27 Variation margin posted
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character.”

Table 1 Field 29 Initial margin received
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character.”

Table 1 Field 31 Variation margin received
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character.”

Table 2 Field 16 Price / rate
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character.”

Table 2 Field 17 Price notation type
We propose to add value ‘C’ – currency.

Table 2 Field 19 Original notional
We propose to define a clear format– replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character.”

Table 2 Field 20 Actual notional
We propose to define a clear format and to not allow negative values in the field – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character.”

Table 2 Field 21 Price multiplier
We propose to define a clear format and to increase the number of characters, as required according to observations of reported data. The existing format of 10 characters is insufficient – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character.”

Table 2 Field 22 Quantity
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character.”

Table 2 Field 23 Up-front payment
We propose to define a clear format and to increase the number of characters, as required according to observations of reported data. The existing format of 10 characters is insufficient – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character.”
Table 2 Field 40 Fixed rate of leg 1

We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character. ”

Table 2 Field 41 Fixed rate of leg 2

We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character. ”

Table 2 Field 49 Exchange rate 1

We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The negative symbol, if populated, is not counted as a numerical character.”

Table 2 Field 50 Forward exchange rate
We propose to define a clear format and to not allow negative values in the field – replace the wording by the following: “Up to 25 numerical characters. The negative symbol, if populated, is not counted as a numerical character.”

Table 2 Field 62 Delivery capacity
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The negative symbol, if populated, is not counted as a numerical character.”

Table 2 Field 64 Price/time interval quantities
We propose to define a clear format – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character.”

Table 2 Field 67 Strike price (cap/floor rate)

We propose to define a clear format, and to increase the number of characters to 25 – replace the wording by the following: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character.”

Table 2 Field 71 Series
Is seems that the index composition series can also be defined as an alphanumeric combination, and we propose to replace the wording by the following: “Index composition series identifier (up to 20 alphanumeric characters).”
Table 2 Field 72 Index factor
To improve consistency of reported data, we propose to define a clear format – according to the RTS, the value should range from 0 to 100, but ITS suggests that negative values are permitted. We propose the following wording: “Up to 25 numerical characters. The decimal mark is not counted as a numerical character. The negative symbol, if populated, is not counted as a numerical character.”
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