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9. [bookmark: _TOC_250057]Market Practices on Particular Events

9.1 [bookmark: _TOC_250056]Rights Issues
Rights issues can be processed in one or two event types, either using the event type code “RHTS” when processed in one event type or using the event type codes “”RHDI” and “EXRI” when processed in two events.
At its Madrid meeting in October 2005, the SMPG agreed that the general way forward is to migrate to process rights issues as two events. 1  Since then, a number of markets have migrated and the two event process is now the most common of the two.
The SMPG Market Practice Part 2 document (EIG+) provides the status of the migration per market within the “Distribution with Options” table.

9.1.1 [bookmark: _TOC_250055]One event
If a Rights Issue is handled as one event, the corporate acction Event Type should be “Right Issues” [RHTS code] and the Intermediate Security sequence [MT 564 – Seq. C <> seev.031 – C /] is to be used to give the details on the rights.
This event is a mandatory with options event and an instruction is required2, therefore the Event Category code used must be “CHOS” [:22F::CAMV//CHOS <> A / MandatoryVoluntaryEventType / Code / CHOS].
It is to be noted that if the ISIN of the rights is not known when a notification is sent, the “UKWN” code is to be used as a code word.	Comment by Strandberg, Christine: Moved to be before the confirmation part.
More than one Movement Confirmation message must be sent, i.e. it is not mandatory to confirm all the benefits in a single message.	Comment by Strandberg, Christine: Deleted since this is generic to all events.
When processing rights as one event, the posting of the rights can be done with mention of option code “Securities” [MT566 – Seq. D - :22F::CAOP//SECU <> seev.036 – E / OptionType / Code / SECU], even though this SECU option was not provided on the Notification message.	Comment by Strandberg, Christine: Part of 9.1.3 moved to this section.
It is to be noted that if the ISIN of the rights is not known, the “UKWN” code is to be used as a code word.
An example of the main data used in the one event scenario in ISO 15022 is provided in section 13.8 and the SMPG CA Event Templates document provides a full message illustration of the one event scenario as well.

9.1.2 [bookmark: _TOC_250054]Two events
If a Rights Issue is handled as two events, the corporate action Event Type in the first event should be “Intermediate Securities Distribution” [RHDI code] and the Intermediate Security sequence [MT 564 – Seq. C
<> seev.031 – C /] is NOT to be used to givewith the details on the rights but in the Securities Movement Details sequence instead.
Theis first event, the Intermediate Securities Distribution, is a mandatory securities distribution event considered as a free distribution of the rights or nil paid stock. Note that in tThe second event, the Exercise of Rights, is in most markets a mandatory with options reorganisation event, but may in some markets be a voluntary reorganisation event., the Event Category code V should be CHOS and not MAND.
The two events do not need to be linked via references (though that is of course possible), but the first event must contain the event type of the second event, and the underlying security of the second event is the security distributed to account holders in the first event.
Please refer to the SMPG CA Event Templates document for an illustration of the two events scenario.	Comment by Strandberg, Christine: Deleted since stated below as well.
There may be an issue with the length of the period from the issue of the rights to the exercise or follow-up event which give details of the rates and prices associated with the rights themselves. If the rights are received late it is difficult to distribute the information before the rights position is set up.	Comment by Strandberg, Christine: Deleted since it hardly needs to be in GMP1 – it is not MP, and the issues have generally been solved by now.
It is agreed that this is a servicing issue and not a market practice issue.
An example of the main data used in the two events scenario in ISO 15022 is provided in section 13.9 and the SMPG CA Event Templates document provides a full message illustration of the two events scenario as well.
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1 Madrid meeting October 2005
2 Correction of an issue identified in Geneva meeting September 2002.
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9.1.3 [bookmark: _TOC_250053]Confirmation of Rights Distribution	Comment by Strandberg, Christine: Deleted (after moving part of it to 9.1.1) since this should not need to be explained (or if it needs to be explained, we better do it for all event types).
Regardless of the method used to inform on rights issues, the rights credit confirmation should be done via a Movement Confirmation message bearing the reference of either the Rights Issue event [code RHTS] (case of one event) or the Intermediate Securities Distribution event [code RHDI] (case of two events).
9.1.4 [bookmark: _TOC_250052]Sale/Purchase of Rights/Interim Securities
The sale/purchase of rights/interim securities by the account servicer are not always offered options, and are solely within the discretion of the account servicer.
However, when the option/-s are offered, and an Instruction message is received to execute the sale/purchase of rights, the confirmation should be done via an Movement Confirmation message. Since the Movement Confirmation message does not include all fields necessary for trade/transaction reporting, a Client Confirmation of Purchase or Sale message [MT515 <> setr.027] may be sent in addition to the Confirmation message.

	ISO 15022
	ISO 20022

	MT564 / D / 22F / CAOP / BUYA or SLLE
	Seev.O31 – E / OptionType / Code / BUYA or SLLE

	Decision Date
	Implement. Date
	Update Date
	Open Item Ref.

	Jun. 2001
	Nov. 2002
	
	



9.1.5 [bookmark: _TOC_250051]Rights Expiration Notification
Account servicers wishing to explicitly advise their account owners of the expiration of their rights may do so by sending a Movement Confirmation message to confirm the debit of the rights. The Movement Confirmation message will include the expiry date [MT566 – Seq. D - :98a::EXPI <> seev.036 – E / DateDetails / ExpiryDate] and exercise period [MT566 – Seq. D - :69a::PWAL <> seev.036 – E / PeriodDetails / ActionPeriod].

	ISO 15022
	ISO 20022

	MT566 / D / 98a / EXPI
MT566 / D / 69a / PWAL
	seev.O36 – E / DateDetails /ExpirationDate seev.O36 – E / PeriodDetails /ActionPeriod

	Decision Date
	Implement. Date
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	Open Item Ref.
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