Solutions

SWIFT for Corporates

Bank Operational Readiness Guide

Version 2.3
This document provides an overview of steps a bank typically goes through to offer services to its corporate customers

using SWIFT.

1 July 2009



Table of Contents

Table of Contents

=11 (=N o ) O o T o} (=T o1 €SS 2
1 TN 0o LU Yo f Lo 1 o TP EEPRR 3
R = 7 T (o (o ¥ o SRR 3
1.2 Scope and purpose of this dOCUMENT...........ccciiiiiiiii i 3
1.3  Structure of thiS dOCUMENT ......coi i e e e e e 4
2 Define banking services and select COMPONENTS .......uviviiireeiiiiiiiiiiiee e 6
2.1 CaSN MANAGEIMENT......coiiiiiii ittt e e e e bt e e st e e e e abe e e e e sbbeeeeabreeaeans 6
2.2 Treasury ManagQEMENT .........uuuuiiiiiiiiiiiiii et e e e s e e e e s s s e e r e e e e e aaes 7
PG B I - (o (=N o =T o Lo PRSPPSO 8
2.4  Exceptions and Investigations (E&I) .........coovvviiiiiiiiii e 9
25 Malloo 10
3 Implementing YOUTr OFfEIING ..o e e 11
3.1 OrganiSatioNal @SPECLS ... ...eeiiiieiii ettt ettt ettt a ettt bttt bbb e e nneeas 11
3.2 Selecting the access models (MA-CUG, SCORE, TRCO) .....ccvveeiiiiiiiiiiiiieeeieciiieeeeenns 12
3.3 Integrating your corporate applications with SWIFT .........ccccccviiiiie 13
3.4 Implementing services based ON FIN..........cccccoviiiii 14
3.5 Implementing services based on FIlEACE...........eoii e 14
4 RolliNg out yOUTr DanKiNg SEIVICES ...ceviiiiiiiiiieiee et e e e e e e e e e e e nnnes 16
4.1 Getting your 0rganiSation FEAAY ............eueiiuriiiiiiiiie ittt snbr e 16
4.2  Customer implementation fOrMS ............uuuuiiieiiiiiiieii e 16
G T =T = 1= Vo [ 1= 41T o 17
o I = o T o T =Yg To IS 10T o] oo ¢ A OO OU PP PPPPPN 17
A5  TeStNG ENVIFONMENT. ..ottt ettt e ab e e e e bt e e e e e nbeeeeeaneee 18
O I T~ | Ao U o [ T 18
4.7 CoNtaCt INFOMMIALION .....eeiiiiiiiiieite et e e e e et e e e e e e e s eneeeee 18
08 T = L= Todo ) o 010 0= T =1 o] o S USSR 18
5 Offering CONNECHIVILY SEIVICES ...cviii ittt e e e e e e e e nnaaneees 20
L0 A AN | 7= T o= N = SR 20
I A ST = T A To T o 11 (=T T SR 20
5.3  Member/Concentrator PrOQram ..........ccovviiiiiiiiiiiieee ettt 20
Appendix A: FIN implementation form template.........ccooooiiiiiiii e, 22
Appendix B: FileAct implementation form template..........cccevriiiiie i 26
Appendix C: Deal intake form template..........ooocuiiiiiiie e 31

01/07/2009 2



Introduction

1 Introduction
1.1 Background

In response to market demand, SWIFT i as a financial messaging network and
standards body - expanded its community in 1998 for corporations. SWIFT for
Corporates is an industry solution that extends SWIFT from its current space between its
members and their market infrastructures, towards the space between its members and
their end-user corporate community.

While the early adapters included large corporates, SWIFT for Corporates continues to
gain acceptance by mid-cap corporates. These seek to utilise standardised file formats
(XML-based 1SO2022 and consistent usage of FIN) to promote straight-through
processing and ease integration with Enterprise Resource Planning (ERP) systems and
Treasury Workstation(s).

The current economic situation urges corporates to reconsider their cash management
operations and focus on more efficiency and STP, cost reduction, risk spreading (rather
than account consolidation), immediate visibility and more accurate forecasting of their
cash positions. The changing banking environment requires a corporate to better
manage its banking relationships and quicker and easier integrate with new and/or other
banking applications.

By giving your customers access to SWIFT, you offer them the means to achieve these
goals. Testimonials of the first corporates that joined prove that all their expectations are
met.

: Value of SWIFT and priority on treasury projects

. Can |
Where is Can | move reach all

my cash? my cash? 11)%
banks?

MT 940 MT 101 Multi-bank
gateway

SWIFT for Corporates is aimed to be a complementary gateway for your current suite of
delivery channels. As corporates of all sizes continue to ask for connectivity to SWIFT
(especially via the new lighter models), offering SWIFT connectivity will sharpen your
competitiveness.

1.2 Scope and purpose of this document

Corporates are on SWIFT, because it offers them a secure, reliable, global, single
window access to all their financial service providers. To provide world class customer
service when communicating with corporates over SWIFT, banks must be operationally
and commercially ready. A typical path for bank readiness is illustrated, below.
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SWIFT developed a readiness program to assist banks on all stages of the
implementation process for offering SWIFT for Corporates i from the initial exploration
phase and development of a value proposition through to operational and technological
specification, enablement and commercialisation. SWIFT facilitates the provisioning of
corporate access for both users and providers.

The implementation process described above is iterative: your bank may start with
offering one service for which it reaches a certain readiness stage. When your bank
decides to extend its offering, it will go through the similar process for each service.
Furthermore, while your bank may have reached a certain stage, there are often areas
within each stage that require further attention and fine tuning.

This document focuses on steps 2 and 3 of the readiness stages. Its purpose is to
provide you with a roadmap to ensure your bank is operationally ready to deploy SWIFT
for Corporates. Recommendations are based upon best market practices within banks.
The document is a step by step guide to assist you in setting up a SWIFT based offering
for your corporate customers. It sets out the services that can be offered and explains
which SWIFT components (standards, messaging services, access models) should be
used. It also provides guidance on how to implement these services and how to
efficiently on-board corporate customers.

This document i s i nt eansaetidnalBanking fCash Manégemsentaf f i n
Trade Finance, Securities and Foreign Exchange), in Treasury Services Sales, in

Product Management, Operations, Information Technology (IT) and Implementation

Services, among others. Engaging your staff across multiple lines of business should

help you uncover opportunities to leverage your connection to SWIFT.

This guide does not cover SWIFT implementation aspects for corporate customers (e.g.
connectivity to SWI FT, integrationga v IAlICog pmr
be available in the resource centre on www.swift.com/corporates.

This guide assumes that the reader is familia
and services. Where relevant, it refers to additional documentation where more
information on these portfolio components can be found.

1.3 Structure of this document

3 Section 1: is this introduction

. Section 2: gives an overview of the typical banking services that can be offered over
SWIFT (e.g. cash management), and identifies the key SWIFTcomponents required to
build those offerings.

. Section 3: sets out the key steps required to build the service offering.
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. Section 4: provides guidance on how to roll-out your banking services to customers (i.e.
documentation, testing).

. Section 5: gives an overview of the connectivity services you may offer to your
corporate customers to connect to SWIFT.

e  The Annexes contain template forms for FIN and FileAct implementation agreements
and for capturing a deal intake.
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Define banking services and select components

2 Define banking services and select
components

This section sets out the banking services that can currently be offered over SWIFT to
corporate customers, and highlights the key SWIFT components (i.e. messaging and
standards) to enable such services. Your institution decides which of these services you
wish to offer as a bank, taking into account:

e  What are your current and future customer requirements?
e  Whatis your competition and peers offering?

e  Whatis your current and future strategy for offering the following capabilities?

Currently, there are five areas in which SWIFT supports its banks in their service offering
to their corporate:

. Cash Management: 3™ party payments, collections and account reporting. These are
mostly low value and non-urgent, batched transactions (but can sometimes also be of
high-value and time critical).

e  Treasury Management: including liquidity and financial risk, i.e. currency and interest
rate management. Typically urgent/high value payments and reporting (intra- and end-
of-day), as well as treasury deal confirmations (e.g. FX).

e Trade Finance: documentary credits and guarantees, to import from the applicant to
the issuing bank and to export from the advising bank to the beneficiary.

. Exceptions & Investigations: to automate the follow-up of non processable payment
instructions or the investigation about the status of earlier submitted transactions.

. Mail is a secure person to person e-mail exchange service over SWIFT.

2.1 Cash Management

Cash management covers all types of transactions that move cash between accounts,
be it low or high value, urgent or non-urgent, single or bulk, intra-company or not, and
the related reporting.

Low value/non urgent payments and reporting

Low value payments are typically bulked and are carried in files using FileAct. The file
contents can be of any format, e.g., national domestic format, ISO 20022, EDIFACT.
SWIFT recommends that you implement the ISO 20022 formats for payment initiation
and reporting, as an increasing number of corporates joining SWIFT request to use this
format. In addition, you may support domestic, EDIFACT or proprietary formats.

Payment files (e.g. ISO 20022, EDIFACT)

B

Corporate EEE Bank

Reporting files (e.g. ISO 20022, EDIFACT)
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Define banking services and select components

Likewise, reporting on such payments (e.g., status reports for sent payment files or
statements) can also be done over FileAct, as well as disbursement files, check files,
lock box receipts, ACH data receipts, et c é

High value/urgent payments and reporting

High value payments are carried over FIN, using the MT 101 (Request for Transfer).

Request for Transfer (MT101)

Interim Transaction Report (MT942)

T ——— =
S———
———
Customer Statement (MT940)
=]

Corporate Credit/debit confirmation (MT900/910) Bank

Reporting on transactions or on cash positions can be done over FIN, using the intraday
MT 942 (Interim Transactions Report) or the end-of-day MT 940 (Customer Statement).
In addition, you can also offer to confirm debit and credit entries with the MT 900, resp.
MT 910.

For more information on the different MTs available for building your cash management
service, please refer to SWIFT for Corporates i Standards MT Implementation Guide.

If your service offering includes the submission of instructions in XML format, you must,
in addition to complying with the relevant ISO 20022 schemas, also follow the rules and
best practi ceSWIETdor Compardtes i Standatde MXfimplementation
Guide.

2.2 Treasury Management

Treasury management covers the activity of liquidity and financial risk (i.e. currency and
interest rate) management.

Liquidity management

Liquidity management (e.g. pooling of accounts) involves payments which are urgent
and of high value. Such payments are carried over FIN, using the MT 101 (Request for
Transfer).

Requestfor Transfer (MT101)
Notice to Receive (MT210)

\

Interim Transaction Report (MT942)

—~

SWIFTNet FIN

Customer Statement (MT940)
Corporate -l Bank
Credit/debit confirmation (MT900/910)

Likewise, reporting on treasury payments and/or positions can be done over FIN, using
the intraday MT 942 (Interim Transactions Report) or end-of-day MT 940 (Customer
Statement). Up-to-date liquidity information is even more relevant for any corporate
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Define banking services and select components

treasurer in the current economic situation. Expected credits can be notified with the MT
210 (Notice to Receive). In addition, you can also offer to confirm incoming debit and
credits with MT 900, resp. MT 910.

Financial risk management

Foreign exchange deals (e.g. spots, forwards) are confirmed with MT 300 (FX
Confirmation). For money market deals, use the MT 320 (Fixed Loan/Deposit
Confirmation). Those 2 message types are currently the most widely used by
corporates. Other types of deals (e.g. forward rate agreements, interest rate swaps) can
also be confirmed with MT3XX messages. For more information on these MTs, please
refer to the SWIFT for Corporates i Standards MT Implementation Guide.

FX Confirmations (MT300)

— T~
E FIN }
—

F|xed Loan/Deposut Confrrmatmns (IVIT320)
Corporate Bank
Opt\ons, FRA and IRS deals (MT3xx)

You can use the Accord matching services, also for deals with corporate customers.
Surplus cash can be invested by using the Category 5 MT messages for Investment
Funds.

2.3 Trade Finance

Import Letters of Credit

Your applicant can use the MT 798 (Trade Envelope) over FIN to apply for a Letter of
Credit or amend Letter of Credit information. Similarly, you can advise your applicant
about the issuance or amendment of an L/C. Using the MT 798 also enables
straightforward handling of the envelope contents coming from your corporate through
your bank onto the advising bank. Four pre-defined, highly structured submessage types
are available to exchange trade data on the import side.

L/C Application (MT798)
TSR
_ ——

L/C Notification IVIT798
Applicant / ( Issuing
L/C Amendments (MT798) - Bank

Export Letters of Credit

For export Letters of Credit, as the advising bank to the beneficiary, you can offer FIN to
exchange trade data using the MT 798 (Trade Envelope). The flows contained within the
envelope cater for the advice of Letter of Credit, the amendment advice, the third bank
advice and the transfer advice.
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Advice* (MT798)

=
- T~
N .
Advising —~— Beneficiary

Bank

*: L/C, guarantee, third bank, transfer or amendment advices.

Guarantees and Standby Letters of Credit

Many banks are seeing large increases in the guarantees and standbys business with
their corporates. Pre-defined submessages in the MT 798 (Trade Envelope) allow data
exchange for requesting, amending, notifying and reduction and release. The principle is
exactly the same as for the data exchange for Import and Export Letters of Credit.

Exchanging Trade data in files using FileAct

For exchanging files withtradedata( e. g., i nvoice financing, ele
using EDIFACT, ANSI or domestic formats), we advise you use FileAct. Specific

request type codes for trade enable you and your corporates to identify files in a formal

manner. Trade documents and images can be grouped together and sent over SWIFT.

Trade documents

E
Bank

Corporate

Trade documents

More information about the SWIFT offering for Trade can be found in the "Corporate to
bank messaging for Trade" factsheet.

2.4 Exceptions and Investigations (E&I)

You can extend your inter-bank E&I offering towards your corporates. This solution will
allow you to automate payment investigations from your corporate community, as well
as the handling of exceptions such as cancellations and modifications of earlier sent

instructions.
Case opening
(cancellation, modification, claim non receipt, unable to apply)
— — ’
InterAct
=
Corporate Bank

Notifications or resolutions
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Define banking services and select components

More information about the SWIFT Solution for Exceptions and Investigations can be
found in the "Exceptions and Investigations" factsheet.

2.5 Mall

You may offer your corporates a secure and reliable e-mail environment over SWIFT.
You find on swift.com a detailed description and a number of guotes from customers that

have been actively using Mail. Further, there is a Mail FactSheet with all relevant
information.

Mail is available in SCORE. It can be e-ordered on the SWIFT website and installation is
straightforward.
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3 Implementing your offering

Once you have selected the services your institution wishes to offer and also have
identified the key SWIFT components to use, you need to plan for implementation. This
section highlights the key points to consider, such as:

e  Organisational aspects: how many and which legal entities of your banking group will
offer services, and how will you enable them (centralised versus decentralised
approach)?

e  Which access models will you offer (SCORE, MA-CUG, TRCO)?

. How to integrate your applications with SWIFT?

e  What are the specific considerations for implementing FIN, FileAct?

3.1 Organisational aspects

If you decide to service your customers from multiple entities (e.g. several geographies),
you need to ensure that those can be reached through SWIFT. There are mainly 2
options to do so, i.e. centralised or decentralised approach.

Centralised approach:

In the centralised approach, all incoming and outgoing flows are exchanged through a
single BIC of your institution (e.g. head-office), after which they are routed via your
internal network to the appropriate entity.

Decentralised approach

With this approach, the branches are reached directly by the corporate over the SWIFT
network, i.e. the corporate interacts with multiple BICs of your banking group.

Both approaches are valid, and the choice of one over the other will be driven by your
internal organisation and/or IT infrastructure.
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