Return of Capital –request for a new 22F CAEV Code with associated 22F Indicator Field     

a. Origin:

UK&IE Corporate Actions NMPG

b. Nature of the change

Request for a new 22F CAEV indicator for Return of Capital (CAPR) with an associated 22F Indicator Field showing how the return of capital was being accomplished. The usage of the 22F Indicator field for the Capital Return would be similar to the field 22F OFFE qualifier.  

Seq A - :22F::CAEV//CAPR = Return of Capital

Seq D - :22F::CAPR//SHPR = Capital Return and Indicator for share premium dividend
Other associated Indicators for the Capital Return could be decrease in value, capital gains distribution, share premium dividend plus any others agreed by NMPGs .  

c. Message Types:

MTs 564, 565, 566, 567
d. Business Context:

Return of Capital is a common corporate action globally. The reason for the return of capital and the method employed by the company to return cash to shareholders can vary.

At present there are several CAEV codes (BIDS, BPUT, CAPG, DECR and SHPR) which describe some of the methods that a company may use to return cash. However, the Capital Return method employed may still not fit any of the existing CAEV codes leading to the possibility for more and more CAEV codes being requested. 
Complying to the EIG Grid for Capital Returns at the global level is also difficult as the EIG Grid does not recognise Capital Return as a common corporate event. At present you have to go down to the country level and see how each country may have adapted the usage of existing CAEVs for the corporate action, Return of Capital - there is an element of guesswork.  

It would be useful to have a generic CAEV code for Return of Capital and to identify the common fields globally and have country specifics for this common event on the EIG Grid. The code would also be useful where the processing status of a MT564 message is PREC (preliminary confirmed) but the issuer has not announced the method of capital return.  
The original request was discussed by the Global SMPG at the conference call on 20th May 2008. The business need and different possibilities for this CR was recognised and it was decided that the Change Request should be submitted for a new event qualified by a 22F indicator.
Examples
The SMPG Corporate Action Event Examples of Capital Gains Distribution is illustrated below and could also be applied to the Decrease in Value example(Draft 4.1)
MT564 – Capital Gains Distribution
Sequence A

	Original SMPG Example
	

	:16R:GENL
	:16R:GENL

	:20C::CORP//CA02
	:20C::CORP//CA02

	:20C::SEME//28A11
	:20C::SEME//28A11

	:23G:NEWM
	:23G:NEWM

	:22F::CAEV//CAPG
	:22F::CAEV//CAPR= Capital Return

	:22F::CAMV//MAND
	:22F::CAMV//MAND

	
	:22F::CAEP//DISN

	:25D::PROC//COMP
	:25D::PROC//COMP

	:16S:GENL
	:16S:GENL


Sequence B

	:16R:USECU
	:16R:USECU

	:35B:ISIN DD1234567890 

DD Company
	:35B:ISIN DD1234567890 

DD Company

	:16R:ACCTINFO 
	:16R:ACCTINFO 

	:97A::SAFE//123 
	:97A::SAFE//123 

	:93B::ELIG//UNIT/100,
	:93B::ELIG//UNIT/100,

	:16S:ACCTINFO
	:16S:ACCTINFO

	:16S:USECU
	:16S:USECU


Sequence D

	:16R:CADETL 
	:16R:CADETL 

	:98A::XDTE//200X0520 
	:98A::XDTE//200X0520 

	:98A::RDTE//200X0523 
	:98A::RDTE//200X0523 

	
	:22F::CAPR//CAPG
-Capital Gains Distribution 

	:16S:CADETL 
	:16S:CADETL 


Sequence E

	:16R:CAOPTN 
	:16R:CAOPTN 

	:13A::CAON//001 
	:13A::CAON//001 

	:22F::CAOP//CASH 
	:22F::CAOP//CASH 

	:17B::DFLT//Y 
	:17B::DFLT//Y 

	:98A::PAYD//200X0527 
	:98A::PAYD//200X0527 

	:92F::GRSS//EUR0,2 
	:92F::GRSS//EUR0,2 

	:16S:CAOPTN 
	:16S:CAOPTN 


The new CAEV (Capital Return) would have been useful for conveying the capital return on GB00B1W2X453 – AGA FOODSERVICE GROUP

This was a “B share return” where there was no actual distribution of intermediate securities. Holders had to indicate whether they wanted the capital return cash as income or capital by making an election on their existing shares. At present there isn’t an appropriate CAEV code to convey this type of event and there is no consistency on how this event is conveyed across the market. 
