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Response Form to the Consultation Paper 
Draft Guidelines on calculation of positions in SFTs by Trade Repositories		




Responding to this paper 
ESMA invites comments on all matters in this paper and in particular on the specific questions summarised in Annex 1. Comments are most helpful if they:
respond to the question stated;
indicate the specific question to which the comment relates;
contain a clear rationale; and
describe any alternatives ESMA should consider.
ESMA will consider all comments received by 15 September 2020. 
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input - Consultations’. 
Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
Insert your responses to the questions in the Consultation Paper in the present response form. 
Please do not remove tags of the type <ESMA_QUESTION_CP_SFPO_1>. Your response to each question has to be framed by the two tags corresponding to the question.
If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
When you have drafted your response, name your response form according to the following convention: ESMA_SFPO_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_SFPO_ABCD_RESPONSEFORM.
Upload the form containing your responses, in Word format, to ESMA’s website (www.esma.europa.eu under the heading “Your input – Open Consultations”  “Consultation on Guidelines on calculation of positions in SFTs by Trade Repositories”).

Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. Please clearly and prominently indicate in your submission any part you do not wish to be publically disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESMA’s Board of Appeal and the European Ombudsman.

Data protection
Information on data protection can be found at www.esma.europa.eu under the heading Legal Notice.

Who should read this paper
All interested stakeholders are invited to respond to this consultation paper. In particular, responses are sought from trade repositories (TRs), trade associations and the entities specified in Article 12(2) of Regulation (EU) 2015/2365 (SFTR) .
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General information about respondent
	Name of the company / organisation
	DTCC Derivatives Repository PLC (DDRL)
	Activity
	Other Financial service providers

	Are you representing an association?
	☐
	Country/Region
	UK




Introduction
Please make your introductory comments below, if any
<ESMA_COMMENT_SFPO_1>
DDRL welcomes the opportunity to provide feedback on the proposed guidelines on position aggregation. The below outlines some general comments, taking into consideration potential material obstacles to successful implementation in line with the objectives stated in Paragraph 4(11). 
In general, the document lacks clarity on a number of fronts and in addition to the feedback provided later in this response, a level of ambiguity persists in the proposals. Whilst no overview of the regime is provided, it is understood at a high level that this consultation proposes two separate sets of positions aggregation reports – one set being discussed in Sections 5 and 6 of the consultation, and another different set of reports under section 7. Indeed, if ESMA choose to require separate reports to show the differences with and without outliers (as suggested in Guideline 4), there would be three sets of reports for each NCA. 
By way of context, at present, trade repositories (TRs) provide regulatory authorities regular (up to daily) reporting of every transaction (activity), position, and reconciliation status of every trade reported by, or on behalf of reporting counterparties. The aggregation of these positions at the level of the reporting counterparty provides valuable information on exposures that help assess systemic risks to financial stability and the FSB coordination of global supervisory authorities to determine a consistent framework to facilitate this aggregation at a global level. However, this consultation appears to propose two separate sets of reports which would, if implemented, result in an obligation on TRs to provide two distinct set of reports for each NCA. It is It is unclear why one set of reports, leveraging the data required by the FSB and determined in conjunction with global authorities is insufficient for the stated purpose of assessing systemic risks to financial stability. The scope of each set of reports in isolation is potentially extremely onerous. It is anticipated that the cost to develop and deliver the capability on an ongoing basis is likely to be significant. This cost imposed on the TRs will ultimately impact the cost of reporting borne by reporting counterparties.
The consultation paper proposes the use of an ISO 20022 XML messages for the reports defined in sections 5 & 6, however at the time of writing we are unaware of suitable XML templates. This therefore suggests development of these templates is required via submission to the relevant ISO committees. This can be a lengthy process, as evidenced in the evaluation process of the current SFTR reports which took approximately 6 months and focused almost exclusively on reviewing one of the thirty templates due to time constraints. As discussed, generally the consultation paper lacks clarity and completeness in numerous areas. This consultation paper however sets ESMA’s expectation that the final guidelines will apply from 13th July 2021 however it may be more pragmatic to make this the latter of 13 July 2021 or at least 6 months following the publication of the final guidelines and relevant XML schema approval by the relevant ISO committee, in order to mitigate for any delays in publication and provide the necessary time for such changes to be analysed and scheduled in a coordinated fashion by the TRs. There are a variety of other items in this document that give credence to this approach such as the proposals around XML schemas which have not yet been specified.
In terms of the reports required under sections 5 & 6:
(a) a large portion of the final guidelines seems to be delegated to TRs to determine. The aggregation of reports requires a uniform, consistent approach across every TR, therefore the items such as aggregation algorithms and methodologies for identification of outliers needs considerable additional thought. This is especially pertinent in the context of the proposed fixed implementation date, as considerable additional work will be required by TRs to determine and agree the relevant implementation details. In addition, further clarity is required regarding items such as how the aggregation of net exposure collateral should work, and the treatment of negative amounts. 
 	(b) the report contents seem to include large numbers of fields which do not have a bearing on exposures / systemic risk. The addition of superfluous data elements has a deleterious effect on the aggregation as it results in more granularity rather than providing high-level position aggregation. More thought should be given to the data elements actually required. This is consistent with our belief that multiple sets of reports for ESMA’s purposes and the FSB creates less transparency, rather than more, whilst introducing significant burden for the TRs. 
(c) the proposal around the re-calculation of reports on request in Guideline 6 is an unworkable proposal in its current form, as detailed in the response to Q9.
An area of particular concern are the requirements for TRs to enriching or augment data in the process of aggregation, as for example, mentioned in paragraph 63. TRs have historically been explicitly prohibited from such activities in order to ensure the integrity of the data is preserved. The risks associated to this are discussed in more detail in our response to Q12, however it is noteworthy in this example that large volumes of enrichment would be required by TRs from transactional data, which introduces a heightened level of complexity and risk. This should be avoided. This is also true of the FSB reports which under the proposals, contain a heavy amount of data mappings, augmentation and enrichment to produce.
For the FSB reports, readers are in large part referred to the guidance published by the FSB. The structure of the FSB’s documentation is quite different, therefore the level of alignment between the regime proposed by ESMA and the regime required by the FSB is far from transparent at this point. The FSB document appears to lack clarity on several fronts, including but not limited to information pertaining to the format in which the report should be provided, as well as the parameters that define what information a given authority is entitled to receive (as the intended audience of this document is not necessarily TRs). This point is also true of the ESMA reports discussed in sections 5 and 6. For example, it is not clear whether an authority should receive report where the Reporting Counterparty is in the country of the relevant authority, or whether the Branch of the Reporting Counterparty should be considered, or whether reference data should also be considered, etc. 
<ESMA_COMMENT_SFPO_1>







Questions 
[bookmark: _Toc45100223][bookmark: _Toc5036347][bookmark: _Toc5036555]Do you agree with the proposed approach to implementation? Please elaborate on the reasons for your response. 
<ESMA_QUESTION_SFPO_1>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFPO_1>

[bookmark: _Toc45100224]Do you foresee any additional option, that would represent SFT exposures more accurately? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_2>
No. Indeed any methodology that deviates from the proposed approach would be very difficult for TRs to implement. Moreover, the use of this methodology is consistent with guidelines on reporting that in some circumstances only require reporting on an ‘actual’ basis.

In respect of ‘Exposures’ it should be specified for each product type which field should be considered as the appropriate measure of exposure. The example provided in Table 1 seems to use arbitrary numbers however, in order to ensure consistency across TRs, it is suggested that for each product type the relevant fields are specified. 
<ESMA_QUESTION_SFPO_2>

[bookmark: _Toc45100225][bookmark: _Hlk41496343]Is there any additional aspect that needs to be clarified with regards to the timeline for provision of position data? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_3>
The use of “Event Date” could be misleading here as in circumstances where reports are backdated or other scenarios whereby the reporting date is not the event date, use of the Event Date may result in values not reflective of exposure. Therefore, it is recommended that the population is determined through reference to the Reporting Timestamp. This is especially pertinent in #5 and #6 of Table 2 where the refence should be to Reporting Timestamp. 

Moreover, the process defined in Table 2 would not yield the outcome defined in Guideline 2 as this transactional workflow would only consider trades for which a submission has been received on the calculation date -2. It is our understanding that the intention of Guideline 2 is generate data based on “the most recent full day’s set of trade state data”, which implies the full outstanding position set. Therefore, this table should reflect the outstanding trade state population with an appropriate reference to when any FX rate should be determined. The FX rate should be based on the last reporting values in fields 57 and 88 of Table 2, rather than by reference to the relevant submission, to ensure accurate exposure even when a counterparty fails to update the relevant fields denoted for market value.

Lastly, reference is made in the table to use of T2F57 and T2F88 (understood to be fields 57 and 88 of Table 2 in the RTS). Field 57 is only applicable for submission on securities lending trades, where it is mandatory on Valuation action types and optional on NEWT, CORR and POSC action types. It is not applicable at all (i.e. cannot be submitted in the schema) on MODI action types, and for all other products (Repo, BSB, ML). What are the appropriate fields to be used for exposure / market value for other product types?  In addition, field 2.88 should only be populated when the type of collateral component is SECU or COMM therefore CASH collateral market value is not considered by this field. Presumably fields 2.76 and 2.77 should also be considered, but are not referenced.

We currently provide ESMA with the latest calculated trade state for each trade, which is what should be aggregated. It is imperative that this guideline does not create the need for a new/different calculation or interpretation of a position solely for the purpose of these aggregations. 
<ESMA_QUESTION_SFPO_3>

[bookmark: _Toc45100226]How should we consider the inclusion of SFTs in positions, when due to timezone difference, an SFT cannot be included in a position calculation for Event date T and it is reported on T+1? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_4>
Further to the response provided for Q3, the position should be calculated by reference to the trade state produced for a position by the relevant TR. Indeed, as the reporting obligation does not require firms to report until T+1 this is likely to be a common scenario. Whilst at the time of writing certain questions still remain over the calculation of the trade state, in general this is a well understood process by the TRs. 

Therefore, this will ensure that regardless of the event date or time zone under which the trade is reported, it is included in a given trade state. Following the event data logic defined under ESMA’s ‘Guidelines to reporting under SFTR’ will result in inaccurate exposure values for back-dated transactions if the event date is used.
<ESMA_QUESTION_SFPO_4>

[bookmark: _Toc45100227]Do you agree with the proposed approach for calculating positions and excluding SFTs which are missing one of the required metrics and dimensions? Alternatively, could you consider any of the proposed alternatives or propose some additional ways to calculate the SFT positions? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_5>
Yes, we agree that this is the most appropriate approach. The alternative suggestions in paragraph 29 would create their own complexities in compiling data and in the case of (c) would result in inaccurate results. However, the proposed approach raises the question of why the validation rules do not make the relevant fields required if any gaps may lead to “substantial loss of position data when systemic risk is being assessed” and what such fields could be. If these fields are critical, to ensure consistency in reporting they should be mandatory for submitters.
<ESMA_QUESTION_SFPO_5>

[bookmark: _Toc45100228]Do you agree with the establishment of a process for identification of outliers by the TRs? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_6>
It is understood that the suggestion is for two identical sets of reports, one which includes outliers and another which does not. The purpose of excluding outliers in calculation is to remove anomalous values which could create misleading results. What therefore is the rationale for another set of the same reports including those outlying values? For supervisory purposes which one should be relied upon? This seems duplicative without offering any supervisory benefits, and if anything could lead to confusion. Creating a set of reports including outliers also seems inconsistent with the comments in paragraph 32.

We agree that the outliers should be calculated for the various SFT types. Specificity at the field level should be provided / agreed.

Paragraph 31 suggests an approach whereby TRs should implement their own approaches however, following an undefined period, ESMA would provide further guidance. In order to reduce the costs associated with throwaway work and more importantly ensure the data quality contained in these reports is of a high quality, it would be preferable for either (i) ESMA to define these standards (by product) as part of the final guidelines, or (ii) allow TRs to define these themselves via mutual agreement, or (iii) collaboratively with ESMA, to ensure benefit is derived from these reports from the outset.
<ESMA_QUESTION_SFPO_6>

[bookmark: _Toc45100229]Do you consider that this process should be further standardised across TRs? If so, what specific aspects and statistics should be considered?  Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_7>
As outlined in paragraph 30, in order for these to be valuable to authorities, it is important that the values are formed in a consistent manner so that they are comparable across TRs. 

As pointed out in the response to Q6, paragraph 31 suggests an approach whereby TRs should implement their own approaches however, following an undefined period, ESMA would provide further guidance. In order to reduce the costs associated with throwaway work and more importantly ensure the data quality contained in these reports is of a high quality, it would be preferable for either (i) ESMA to define these standards (by product) as part of the final guidelines, or (ii) allow TRs to define these themselves via mutual agreement, or (iii) collaboratively with ESMA, to ensure benefit is derived from these reports from the outset.

Lastly aggregations in respect of negative amounts should be treated carefully. Portfolios collateralized at the net exposure level contain risk offsetting transactions and it may not always be appropriate to net across portfolios to determine exposure. <ESMA_QUESTION_SFPO_7>

[bookmark: _Toc45100230]What additional aspects should be clarified with regards to the availability of algorithms for ESMA? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_8>
By ‘algorithm’ it is understood the requirement here is for TRs to be able to produce the requirements for how the position data should be derived, rather than the actual code.

As noted in question 7, the requirements for aggregation should be clearly articulated across each field for TRs to ensure a uniform methodology is implemented and ESMA have full transparency into the process. 
<ESMA_QUESTION_SFPO_8>

[bookmark: _Toc45100231]Do you agree with the proposal to align the record-keeping of position calculations under SFTR with EMIR? What other aspects should be considered? Please detail the reasons for your response. 
<ESMA_QUESTION_SFPO_9>
How should the record keeping of position calculations be understood in this context? Is Guideline 6 requesting a copy of the report to be stored for 2 years? If so, we agree with this approach.

In regard to “mistakes” by reporting counterparties, in this context this is understood to mean positions for which a Correction or Error is provided? When the reconciled position does not match? During the month of August 2020, on average the DTCC received over 40,000 corrections per day. Practically speaking this Guideline would mean that every single day the position calculations would need to be re-run as the prevalence of these reports is high (more so on Corrections) so it is highly likely that every aggregation would be impacted daily. Therefore, even if the report were re-run, it would likely be outdated the very next day. From a TR perspective, scheduling these ad-hoc activities can add complexity to existing processes and therefore are normally scheduled events. It seems both impractical and redundant to produce corrected reports when a single “mistake” is made by a reporting counterparty. It is also unclear how a TR would notify authorities of these mistakes in a secure way, outside of the communication of this data via the existing medium (i.e. the TAR which can be provided daily and which would contain this data).It is also noted that authorities are already provided with the full suite of detailed transaction reports on a daily basis, so transparency into corrections is already provided.  Furthermore, in accordance with ESMA’s guidelines on reporting under SFTR, historic corrections should not form part of the trade state. Therefore, in respect of mistakes by reporting counterparties, there is an inconsistency in approach.

If these reporting counterparty mistakes should result in position recalculation, the frequency should be limited and a threshold should be applied such that a position recalculation may only be requested when the mistakes are statistically significant – for example where 10% of positions in that aggregation are deemed to have mistakes in their reporting.

Is Guideline 8 here for the old TR to provide the position aggregation reports for a reporting counterparty for a given day to the new TR? This would seem like the preferable approach rather than repeating the calculation already performed by the old TR. If so, this should be included in the upcoming guidelines on portability for SFTR. However, it is noted that via TRACE, authorities have the ability to query historic data, therefore porting these reports does not seem to provide any value however does create additional cost. 
<ESMA_QUESTION_SFPO_9>

[bookmark: _Toc45100232]Do you agree with the proposed approach to compute weighted-average prices and volumes? Do you agree with the proposed list of fields in Table 2 for the computations? Please detail the reasons for your response. 
<ESMA_QUESTION_SFPO_10>
Paragraph 55 notes that exposures should be calculated separately for each counterparty side (collateral giver vs collateral taker). Therefore, it is our understanding that the information specified in Table 3 is to be calculated twice – once for collateral taker and once for collateral giver. 

It is our understanding based on the fields to be used in the Overview report that this report only pertains to SFTs and does not contain Margin or Reuse data.
It is noted that no price metrics are provided for SLB products. Does this mean no price metrics are expected?

How should the values in Table 3 be applied? 
- For example, the Volume metrics show two fields for SLB. Is this Loan Value OR Market Value, or Loan Value AND Market Value? It is noted that the Market Value is an optional field so may not be populated. 
-  Where there are multiple options, are they expected to be aggregated or repeated for each metric?
- ML states Outstanding Margin Loan + Short Market Value, so presumably this is a netted value?
- When fields specified or not applicable, how should these be aggregated? For example, the Price metrics show BSB to be calculated on field 2.38 divided by 2.37, however 2.38 is only conditionally required on submission so may not be available
It is understood that both net exposure collateral (i.e. netted amounts) should be aggregated with trade-based collateral (gross amounts). Therefore, it is noted that despite calculating these values by reference to the Counterparty Side, the inclusion of net exposure collateral will inherently factor in some offset exposure values.  
Regarding guideline 10, are there any specifications to be followed to give the unique value for each counterparty pair? Examples will be helpful to ensure same approach is followed by TRs.

Regarding guideline 11, worked out examples showing the computation of the weighted averages for prices and volumes will be helpful to have consistent understanding of the approach by all TRs.
<ESMA_QUESTION_SFPO_10>

[bookmark: _Toc45100233]Do you agree with including in the report the original currency of the SFTs as well as its EUR equivalent monetary values? Do you consider that a different approach to bucketing should be considered? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_11>
Footnote 17 proposes an alternate approach of converting non-EUR amounts based on prevailing FX rates however this is dismissed due to the risk of inconsistencies for transactions in which the loan and collateral sides are denominated in different currencies. Guideline 13 seems to provide a different approach however ultimately the same conversion to EUR is required. More consideration should be given to the simple conversion of non-EUR amounts to EUR. As long as this is done based on spot rates from the same day, even where the base currencies are different. As footnote 17 observes, this is a more accurate (and a more simple) approach. For the purpose of systemic risk, most documented SFTs have a base currency specified in the relevant master agreement which is normally used in a termination event, so the inclusion of FX risk in a conversion is consistent with the counterparty risk in a default scenario. Providing the original currency in addition to the EUR exposure provides authorities little extra value.
<ESMA_QUESTION_SFPO_11>

[bookmark: _Toc45100234]Do you consider that the key characteristics of SFTs are covered by the proposed list of dimensions in Table 3? If not, please indicate which other data fields should be considered and how those should be considered? Alternatively, do you consider that some dimensions could be excluded as they would not contribute to the better understanding of the outstanding exposures between SFTs? Please detail the reasons for your response? 
<ESMA_QUESTION_SFPO_12>
For the purpose of exposure calculation a number of fields are superfluous to the exposure itself. Whilst some of the proposed fields may in some circumstances provide some interesting context, they are to some extent inconsistent with the exposure objective of position aggregation. Indeed, this information is already available to authorities at an aggregate level via the trade reports – e.g. trade state report, trade activity report, et al, therefore much of this context is duplicative. We would also argue that this level of granularity reduces the value of the report because limited aggregation will actually occur. 

Some of those fields least relevant to position risk monitoring are those counterparty fields that do not concern the two ‘on-risk’ parties, namely the Reporting Counterparty and Other Counterparty. For example the Trading Venue, and to a lesser extent the Tri-party Agent and Agent Lender. Other fields also provide limited value, such as the Jurisdiction of the Issuer (as the country code is not a proxy for default risk) and Portfolio Code(s) fields as the data is being aggregated at a level above the portfolio, therefore a bespoke 52 character ID in isolation is not consistent with monitoring counterparty risk. 

For the fields related to reconciliation (other TR and status) it should be considered that the other side may not have been reported (whether eligible or not) or has not been paired if reported, therefore this information may not be available. Lastly, paragraph 63 makes reference to TRs extracting additional data from ISINs on reported trades. Whilst it is not clear what is meant by this paragraph, TRs have historically been prohibited from enriching reported data in any form. Aside from the high resource / time it would take to do this across the entire population of outstanding trades, it also introduces data quality risk on this reported data outside the standard control framework of validating ingested data. Additionally, enriching data from the transaction data rather than reference data assumes all counterparties are reporting correctly, noting that for fields like collateral quality, this is a firm’s internal assessment. Therefore, there is likely to be inconsistency in reported data. Reference data should be derived from reference data sources.
<ESMA_QUESTION_SFPO_12>

[bookmark: _Hlk45114479][bookmark: _Toc45100235]Specifically in the case of the collateralisation on net exposure basis, do you think that the TRs should create separate positions for those SFTs without considering the counterparty side? Please detail the reasons for your response?
<ESMA_QUESTION_SFPO_13>
Yes, for the collateral reports only. As mentioned in the response to Q10, aggregating against a net and a gross amount may obscure the data. However, decomposing the collateral provided at a net exposure level in order to determine the allocation for each UTI is simply not possible, therefore this should only apply to the collateral reports.
<ESMA_QUESTION_SFPO_13>

[bookmark: _Toc45100236]Do you agree with the proposed bucketing? Should ESMA consider an alternative approach? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_14>
As mentioned in our response to Q12, the Jurisdiction of the Issuer (i.e. a country code) is not a proxy for default risk and so whilst at a macro level (across counterparties) this may be an interesting (if not high-level) metric, at a counterparty level the default risk pertains to the issuing entity not their country, so this field gives very little information pertaining to exposure.
<ESMA_QUESTION_SFPO_14>

[bookmark: _Toc45100237]Do you agree with the proposed inclusion of triparty agents and agent lenders in the position reports? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_15>
Whilst this information could be provided, it is not relevant to a reporting counterparty’s exposure but rather market structure. As noted by ESMA in paragraph 66, this information is already available with more granularity in the transaction level, which provide better insight into market structure than would be provided via this suggested guideline 16.
<ESMA_QUESTION_SFPO_15>

[bookmark: _Toc45100238]Do you agree with the proposed list of benchmarks and tenors? Are there other key interest rate benchmarks that should be included? Please detail the reasons for your response.  
<ESMA_QUESTION_SFPO_16>
For (a) there is no corresponding value in the enumerated list that can be submitted in this field. Notwithstanding this, SFTR allows a more comprehensive list of floating rates, including a alphanumeric 25-character option. Aggregation on alphanumeric / freetext values themselves is clearly not practicable and so would go in bucket (g). It is worth noting that the proposed tenors contain a value €STR which would be rejected at ingestion by the TRs as € is neither an alphabetical nor numeric value and so would not pass validations.
<ESMA_QUESTION_SFPO_16>

[bookmark: _Toc45100239]Do you agree with the proposed grouping of SFT positions based on the trading venue field? Please detail the reasons for your response. 
<ESMA_QUESTION_SFPO_17>
As noted by ESMA in paragraph 70, the inclusion of data already present in the transactional data risks detracting from the intended purpose of these reports and the data points aimed at are market structure analysis rather than exposure calculation. In order to calculate this, TRs would need to be furnished with an exhaustive list of EEA venue MIC codes which must be maintained on an ongoing basis. In order to ensure this is accurate this should be made available to TRs in a computer readable format and communicated periodically via an automated feed, as with other reference data sources like the GLEIF. 
<ESMA_QUESTION_SFPO_17>

[bookmark: _Toc45100240]Do you agree with the proposed bucketing regarding maturity dates? What additional aspects should be considered when calculating the term of the SFTs and the residual maturity of the securities used to collateralise that SFT? Please detail the reasons for your response. 
<ESMA_QUESTION_SFPO_18>
Does Guideline 19 apply to Margin Loans, or just Repo, SBSC, and SLEB? Margin Loans do not have a value date/start date, are not Open term and there is no maturity date. How should Margin Loans be classified?

The proposed bucketing of maturity dates is unnecessarily complex and can result in misleading bucketing, especially in the final example provided in Guideline 20. This seems primarily due to the calculation concerning months. Alternative approaches would be to treat one month as simply 30 days from the relevant reference date. Alternatively, a 28-day term may also be considered, with the same mechanic of calculating the remaining term as the difference between the reference date and Maturity date. A final alternative is to treat the months without a 29, 30, or 31 as being ‘end of month’ convention, whereby on reference day 31 January, a trade due to mature on 28 February is considered to be 1 month, however a trade with a reference date of 30th April maturing on 31 May would be considered over one month.

It is assumed here that evergreen transactions would be calculated in the same mechanism by reference to the remaining term.

In addition as part of the FSB aggregations specified in Guideline 28, no similar guidance is given on the calculation of tenor in respect of months without a 29, 30, or 31st day. What is expected in respect of these calculations? The methodology should align
<ESMA_QUESTION_SFPO_18>

[bookmark: _Toc45100241]Do you agree with the inclusion of all values on reconciliation status or additional grouping should be performed? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_19>
The approach outlined in paragraph 75 is an appropriate breakdown of the reconciliation status. It is noted that in this context and consistent with the actual reconciliation reports, a value of ‘reconciled’ would be applied when both loan and collateral information is fully reconciled.
<ESMA_QUESTION_SFPO_19>

[bookmark: _Toc45100242]Do you agree with the use of ISO 20022 XML messages for the FSB positions? Please provide the reasoning for your answer.  
<ESMA_QUESTION_SFPO_20>
What is the proposed schema(s) in which these reports should be provided? It is not possible to opine on this without a thorough review of the proposed XML standard. If this XML schema is a new schema and requires approval by the ISO Standards Committee, or has yet to be published, based on experience of the length of review period for the XML schemas currently in use for SFTR this alone would prove an obstacle to TRs receiving final drafts in time to be able to analyse and design the systems required to produce such reports by July 2021. 

The consultation paper sets ESMA’s expectation that the final guidelines will apply from 13th July 2021 however it may be more pragmatic to make this the latter of 13 July 2021 or at least 6 months following the publication of the final guidelines and relevant XML schema approval by the relevant ISO committee, in order to mitigate for any delays in publication and provide the necessary time for such changes to be analysed and scheduled in a coordinated fashion by the TRs.

Additionally, who would own these schemas? Will ESMA be specifying / owning these schemas given that these are FSB requirements? Also based on experience with the current schemas for SFTR (e.g. rejected trades report), these should be as open as possible to avoid scenarios whereby schema limitations restrict the ability to provide authorities the required data in reports. 
<ESMA_QUESTION_SFPO_20>

[bookmark: _Toc45100243]Do you agree that the FSB reports should be calculated for all authorities (i.e. also NCAs/NCBs that are not mandated to report the FSB) for risk monitoring purposes? Please elaborate on the relevant cost aspects. Please detail the reasons for your response.  
<ESMA_QUESTION_SFPO_21>
To produce reports for all authorities would add significant cost for TRs. The calculation and production of reports is a processing heavy activity and also adds to network costs in their distribution. Additionally, introducing a major processing overhead for TRs should be balanced against the existing processing activities which run such as ingestion, production of response message, reporting for Reporting Counterparties, reporting for Entities Responsible For Reporting, reporting for Report Submitting Entities (the latter two which are not currently required under EMIR), recurrent and adhoc reporting for regulators, reconciliation (both intra and inter-TR with associated file exchanges), and the calculation and production of public reporting, as well as less frequent but intensive processes such as entity merger activity and portability, all of which are incumbent on the TR to process. The scale of additional processing requirements should be considered carefully to limit the introduction of risk into already heavy overnight processes required from TRs. 

In addition to the cost component, SFTR maintains strict entitlement rules governing the data to be provided to authorities. The FSB table contains counterparty data and entities referred to in Article 12(2) of Regulation (EU) 2015/2365 would only have access to this data in accordance with the requirements of Delegated Regulation (EU) 2019/357. Providing this data to authorities as aggregate position data would to some extent undermine those entitlement rules and provide data pertaining to reporting counterparties to those authorities that have no basis of entitlement. <ESMA_QUESTION_SFPO_21>

[bookmark: _Toc45100244]Do you agree with usage of the ECB conversion rates? Are you aware any other public data source providing conversion rates for further currencies?
<ESMA_QUESTION_SFPO_22>
Whilst ECB conversion rates can be used, as noted there are sometimes limitations with the available currency pairs. A fallback source is one approach however it is noted that this creates inconsistency with the sources. In reality, most fallback sources will be from paid-for data providers, which undermines the mandate of a free source and also introduces some inconsistency in sources. With this in mind, TRs may prefer to use a single source even if it is from a commercial source. In reality, TRs already incur this cost for the conversion requirements under Public Reporting due to the missing currency pairs at the ECB, therefore this is unlikely to create additional cost burden for TRs.  

Regarding guideline 24, please confirm the four tables that TRs should generate data sets for repos and reverse repos? As per ‘Table 8 - Proposed dimensions for the FSB repos and reverse repos positions’ there are only three tables (T02, T03 and T04) mentioned for this data set.
<ESMA_QUESTION_SFPO_22>

[bookmark: _Toc44344933]Which public and non-public sources of the LEI to sector mapping could be used to classify entities not reporting under SFTR? Please elaborate further on the proposed source.
<ESMA_QUESTION_SFPO_23>
Under Guideline 29, it is noted that for securities this field must be populated for SFTR, however where no value exists, a default value is specified to be populated. This will likely result in misreporting under (e).

These classifications were introduced by European regulatory regimes like EMIR and MiFID II and are not commonly used outside of these purposes. We are not aware of public or non-public sources to derive these sector classifications for entities outside of the fields provided for the Reporting Counterparty in the SFTR field specification.
In regard to paragraph 88(b) we disagree with this approach. . Where multiple values exist, the concept of overwriting / augmenting that reported data is inconsistent with the controls employed by TRs to ensure data integrity. 

The proposed methodology of basing data on the classification of a weighted volume to find the data is flawed as it does not take into consideration 
(i)	the fact that some firms have multiple businesses within the same LEI, for example, wealth management and global markets, who would likely have different reporting sections. 
(ii)	The cost and complexity for TRs
(iii)	Where the other counterparty has reported to another TR or is a non-EEA counterparty, the TR will not have this data.
<ESMA_QUESTION_SFPO_23>

[bookmark: _Toc45100245]What additional aspects related to the aggregations for FSB reporting should be clarified? Please detail the reasons for your response.
<ESMA_QUESTION_SFPO_24>
As noted in paragraph 91(b) of this CP, the SFTR data elements do not fully mirror the FSB data elements. Leaving this mapping for TRs to determine could easily result in variations in interpretation across the TRs and therefore difficulty in aggregating data by NCAs. Therefore, we believe the granular mapping should be provided to ensure consistency of interpretation.
<ESMA_QUESTION_SFPO_24>

[bookmark: _Toc45100246]Do you understand and agree with the proposed mapping for repo and reverse repo of the FSB reporting guidelines? If not please detail further. 
<ESMA_QUESTION_SFPO_25>
Some of the language used in paragraphs 90 and 91 is difficult to follow and should be clarified to avoid confusion.

Please refer to the responses related to guidelines 23 to 31. 
In Table 7, under the ‘Filter’ row, is “Executed within the last months” supposed to refer to a multiple number of months? If so, how many?
From the information available in Table 8 (and the FSB guidelines), it is not clear why Other Counterparty is considered for the FSB field ‘Sector of the Reporting Party’ however as noted under Q23, the Sector of the Other Counterparty is not available. Likewise, the same comment for the FSB field ‘Counterparty Sector’. 
It is noted that for securities this field must be populated for SFTR, however where no value exists, a default value is specified to be populated. This will likely result in misreporting

For the FSB field ‘Market Segment – Trading’ it is noted that both of the suggested fields are optional on all action types. Whilst firms clearly should be reporting these fields if possible, scope for incorrect FSB reporting is noted on this basis. <ESMA_QUESTION_SFPO_25>

[bookmark: _Toc45100247]Do you understand and agree to the securities lending mapping of the FSB reporting guidelines? If not please detail further.
<ESMA_QUESTION_SFPO_26>
From the information available in Table 11 (and the FSB guidelines), it is not clear why Other Counterparty is considered for the FSB field ‘Sector of the Reporting Party’ however as noted under Q23, the Sector of the Other Counterparty is not available. 
<ESMA_QUESTION_SFPO_26>

[bookmark: _Toc45100248]Do you understand and agree to the margin lending mapping of the FSB reporting guidelines? If not please detail further.
<ESMA_QUESTION_SFPO_27>
From the information available in Table 14 (and the FSB guidelines), it is not clear why Other Counterparty is considered for the FSB field ‘Sector of the Reporting Party’ however as noted under Q23, the Sector of the Other Counterparty is not available. 
[bookmark: _GoBack]It is unclear how the weighting should be applied between the Outstanding margin loan (2.69) and Short market value (2.71). Please provide further clarity. <ESMA_QUESTION_SFPO_27>
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