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1. Introduction

The CPMI and I0SCO seek public comment on possible governance arrangements for critical OTC
derivatives data elements other than the Unique Transaction Identifier (UTI), and the Unique Product
Identifier (UPI) (CDE). CDE are the key data elements for reporting over-the-counter (OTC) derivatives
transactions, in addition to the UTI and the UPL

11 Background

In 2009, the G20 Leaders agreed that all over-the-counter (OTC) derivatives transactions should be
reported to trade repositories (TRs) to further the goals of improving transparency, mitigating systemic
risk and preventing market abuse.! Aggregation of the data being reported across TRs will help
authorities to obtain a comprehensive view of the OTC derivatives market and its activity. Such
aggregation is feasible if “the work on standardisation and harmonisation of important data elements
[is] completed”.?

Since November 2014, the CPMI and IOSCO working group for harmonisation of key OTC
derivatives data elements (Harmonisation Group) has worked to develop global guidance regarding the
definition, format and usage of critical OTC derivatives data elements reported to TRs, including the UT],
the UPI and other critical data elements. The Technical Guidance on the Harmonisation of the Unique
Transaction Identifier (UTI) was published in February 20173 the Technical Guidance on the
Harmonisation of the Unique Product Identifier (UPI) was published in September 2017,% and the
Technical Guidance on the Harmonisation of critical OTC derivatives data elements (other than UTI and
UPI) was published in April 2018.>

The CPMI and IOSCO are aware that the definitions, allowable values and possibly also the
formats of key OTC derivatives data elements will need maintenance in order to ensure that they remain
up-to-date and evolve to reflect and support market practices and regulatory needs. The FSB has
published conclusions on governance arrangements and implementation plan for the UTI in December
2017° and is developing conclusions on governance arrangements for the UPL The CPMI and IOSCO
have been asked to develop maintenance and governance arrangements for CDE. The CPMI and I0SCO
will not address other issues that are already or planned to be covered by other international
workstreams.

1.2 Consultative report on maintenance and governance arrangements for CDE

This document discusses the key criteria for the CDE maintenance and governance (Section 2), the
different areas of CDE governance and governance functions (Section 3) and a proposed allocation of
the governance functions to different bodies, ie the Maintenance Body, the International Governance
Body and Authorities (Section 4). After assessing CDE against other OTC derivatives data elements (the

1 TRs are also known as swap data repositories (SDRs) in the United States.

2 See Financial Stability Board, Feasibility study on approaches to aggregate OTC derivatives data, September 2014,
www.financialstabilityboard.org/wp-content/uploads/r 140919.pdf.

3 See www.bis.org/cpmi/publ/d158.pdf.
4 See www.bis.org/cpmi/publ/d169.pdf.
> See www.bis.org/cpmi/publ/d175.pdf.

6 See www.fsb.org/wp-content/uploads/P291217.pdf.



UTL, the UPI and the LEI) in Section 5, the document discusses governance arrangements for the
execution of maintenance functions by a Maintenance Body (Section 6) and factors relevant for the
identification of the International Governance Body (Section 7). Finally, Section 8 briefly mentions the
CPMI and IOSCO's approach to CDE implementation.

Comments and responses to general and specific questions are solicited by 27 September 2018
and should be sent to the secretariats of both the CPMI (cpmi@bis.org) and IOSCO (cde@iosco.org)
using the dedicated form. The submitted form with comments will be published on the websites of the
BIS and IOSCO unless respondents specifically request otherwise.



Maintenance and governance arrangements for critical OTC derivatives
data elements (other than UTI and UPI) — consultative report
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2. Key criteria for the CDE governance arrangements

Q1: With reference to the key criteria of the CDE maintenance and governance framework (Section 2):

a) Do you consider any further criteria should be included in the above list? If so, which ones
should be added and why?

The DSB consider the list of key criteria for the CDE maintenance and governance
framework to be comprehensive and inclusive of the broad range of necessary
factors.

b) Are there any criteria in the above list that you do not consider relevant to the CDE
maintenance and governance arrangements? If so, which ones should be removed and why?




¢) Do you think any of the key criteria should be modified? If so, which ones should be modified,
why and how?

d) Are there considerations which the CPMI and IOSCO should take into account in the event
they might need to balance one or more of these criteria against others (ie if a trade-off
between criteria becomes evident)?

Based on industry consultation undertaken by the DSB throughout 2018, responses
indicate that aspects such as a consultative change process (1), remaining fit for
purpose (3) and change only as needed (4) are fundamental criteria in the adoption
and development process. Key themes underpinning these aspects are
consideration to other arrangements (9) to assist with alignment to industry
practices and utilization, as well as ensuring costs are not unduly highly i.e. lean.

The criteria encompass a broad range of factors and, when applied, an overlap
exists making each of the criteria an essential element of the governance
arrangements.




Other comments on the key criteria for the CDE governance arrangements (Section 2):

3. CDE areas of governance functions

Q2: With reference to the CDE areas of governance functions (Section 3):

a) Can you suggest any refinements or additions to the articulated governance functions?




b) Can you suggest any other functions that should be included in the above list?

c) Are there functions in the list that are not relevant for the CDE in your view and if so which
ones and why?




d) Are there considerations which the CPMI and IOSCO should take into account in the event
they might need to balance the performance of one or more of these functions against others
(ie if a trade-off between functions becomes evident)?

A key point referenced in Area 2: Oversight functions for CDE was the recognition
that the maintenance process is expected to tackle the harmonisation of certain
data elements and allowable values that were not included in the CDE Technical

Guidance. Harmonisation, as far as reasonably practical, should be a key focus of
the governance functions.

Other comments on the CDE areas of governance functions (Section 3):




4. A proposed allocation of CDE governance functions to different
bodies

Q3: With reference to the proposed allocation of CDE governance functions to different bodies (Section
4):

a) Are there any functions on this list that you think would be better allocated to a different entity?
If so, which functions and why? In your assessment, please explicitly consider the way each
function is further detailed in section 4.

b) If under Q2a you have suggested any addition to the governance functions articulated in section
3, please propose an allocation of those additional functions and provide the rationale for such
proposed allocation.




¢) In relation to the proposed governance arrangements under point 4.2.1, what process should
the IGB use to consult and gather i feedback from the industry, and why?

d) What conditions should be considered, other than changes to allowable values, formats and
definitions, when deciding to update the CDE Data Standards?

10



e) Would you see specific reasons why the CDE Technical Guidance should be updated whenever
the CDE Data Standard are updated?

Other comments on the proposed allocation of CDE governance functions to different bodies
(Section 4):

11



5. Assessment of CDE against other OTC derivatives data elements
(UTI, UPI, LEI)

Comments on the assessment of CDE against other OTC derivatives data elements (UTL, UPL, LEI) (Section
5):

The DSB supports the preliminary conclusions made with respect to the
assessment of CDE against other OTC derivatives data elements (UTI, UPI, LEI). In
particular, agree ISO is best placed as a single maintenance body to centrally and
consistently manage the multiple data standards for reliable technical
implementation.

6. Proposed governance arrangements for the execution of
maintenance functions (area 1)

6.1 Adoption of CDE as International Data Standards maintained by an
International Standardisation Body

Q4: With reference to the adoption of CDE as International Data Standards maintained by an
International Standardisation Body (Section 6.1):

a) Do you agree with the analysis? If not, how would you amend it?

The DSB agrees with the analysis provided.

12



b) Do you see any disadvantages to seeking CDE adoption as International Data Standards?

Other comments on the adoption of CDE as International Data Standards maintained by an International
Standardisation Body (Section 6.1):

13



6.2 Allocation of the execution of the CDE maintenance functions to ISO

Q5: With reference to the Allocation of the execution of maintenance functions of CDE to ISO (Section
6.2):

a) Do you agree with this analysis? If not, how would you amend it or what alternatives would you
suggest?

The DSB supports ISO as the preferred candidate for the Maintenance Body
functions. ISO has a proven track record in execution of maintenance of financial
services industry standards.

The governance process under ISO enables global stakeholders to participate in
both establishing and revising standards to ensure they remain fit for purpose whilst
adhering to a governance structure which ensures relevant processes and due
diligence are maintained. They enable contribution from a broad range of
international experts which is critical for the continued development of a globally
used standard.

b) If a decision were taken to adopt the CDE as International Data Standards, should the CPMI and
IOSCO seek to specify any conditions or limitations on ISO concerning the maintenance of the
CDE Data Standard? If so, which?

14



c¢) Do you see any other advantages and disadvantages of seeking ISO’s assistance in this
governance area?

d) Can you identify any relevant lessons from the LEI governance or other standards in use in the
financial community? Are there any lessons learned with respect to referral of a data standard
to ISO for adoption?

15



Other comments on the Allocation of the execution of the CDE maintenance functions to ISO (Section

6.2):

6.3 Inclusion of CDE in the ISO 20022 data dictionary

Q6: With reference to the inclusion of CDE in ISO 20022 data dictionary (Section 6.3):

a) Do you agree with this analysis generally, and specifically in the context of the proposed

allocation of functions described in section 4? If not, how would you amend it?

The DSB agrees with the analysis provided.

16



b) If a decision were taken to allocate the execution of the maintenance functions to ISO, do you
agree that the CDE should be proposed for inclusion in the ISO 20022 data dictionary? If not,
what alternatives would you suggest?

The DSB agrees it would be reasonable to include the CDE in the ISO 20022 data
dictionary.

¢) Should the CDE be included in ISO 20022 data dictionary, do you have any comments
concerning how the potentially significant involvement of market participants in the
maintenance of critical data elements might affect the function and efficacy of CDE as part of
harmonisation standards for OTC derivative transaction-level reporting?

As previously mentioned, harmonisation as far as reasonably practical should be a
key focus to ensure consistent application and ease of adoption in the broadest
scale possible.

17



Other comments on the inclusion of CDE in the ISO 20022 data dictionary (Section 6.3):

7. Factors relevant to identification of the International Governance
Body for CDE in areas 2, 3, and 4

Q7: With reference to the factors relevant to the identification of the International Governance Body for
CDE in areas 2, 3, and 4 (Section 7):

a) Should the International Governance Body be an existing body or is there a need to create a
new body? Especially if an existing body, how important should experience/track record be as a
consideration in the choice of IGB?

In addition to the issues identified in creating a new body, such as increased
overhead and time to establish, there is the additional challenge that the CDE in
many cases has a link to the UPI: the combination of the UPI and CDE provide all
the information the authorities require in order to assess risk and therefore there is a
benefit in looking to establish a single body to oversee both. Such a body will be
best placed to make the decisions as to whether a future data element addition
should go into the UPI or be treated as a CDE.

18



b) If any International Governance Body would need to absorb significant cost in order to devote
sufficient resources to serve effectively in that role (possibly, for example, in the case of a public-
public partnership), how should such costs be allocated among stakeholders?

This is a particular issue for CDEs that are merely standards as recouping of costs
is problematic as there is no concept of an issuance, unlike UPI or ISIN or LEI. The
potential consolidation of the IGB with the UPI governance arrangements will both
lower the overall costs as well as potentially allow the UPI costs to incorporate any
incremental overheads associated with CDE arrangements. Given that the
constituency of the two is very similar, such an approach should be one of the
options to be evaluated

¢) Are there particular characteristics that you believe would best demonstrate that any

International Governance Body for CDE has the capacity and resources to serve effectively in
that role?

19



d) Are there other factors that the CPMI and IOSCO should consider in identifying an International
Governance Body?

e) Taking account of the factors described above and other factors deemed important, which body
(or bodies) should the CPMI and IOSCO consider as candidates to serve as an International

Governance Body for CDE? Which factors are most influential as the basis for such
recommendation(s)?

The potential synergies between the IGB with the UPI governance arrangements
should be thought through carefully. Additionally the handling of custom baskets is

very closely aligned to the UPI and should also form part of the consideration for
selection of the IGB.

20



Other comments on the factors relevant to the identification of the International Governance Body for
CDE in areas 2, 3, and 4 (Section 7):

8. Implementation

Q8: With reference to implementation (Section 8):

a) Is there any specific issue or challenge that should be considered by the Authorities?

The definition of custom baskets is very closely aligned to the UPI and consideration
should be given to ensuring the governance arrangements provide a mechanism for
the technical definition of the UPI to be kept in sync with custom baskets as both
definitions evolve over time.

21



Other comments on implementation (Section 8):

22



Other comments
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