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Joint Corporate Actions Working Group Conf Call Minutes

Date:  March 5, 2008
Agenda/Discussion
1.     Corporate Action Option Numbering Market Practice 
ISITC CA Working Group hosted a conference call attended by multiple industry groups/ committees to discuss the Corporate Action Option Numbering Market Practice and apply real event examples to the new numbering scheme. 

Participants on the call included members from ISITC, SMPG, UK Market Practice Group, and the Market Data Providers Group including representation across the following firms: 

· Bank Austria

· BNY Mellon

· Brown Brothers Harriman & Co

· Citibank

· Clearstream

· DTCC

· HSBC UK 

· JP Morgan

· London Stock Exchange

· Reuters

· State Street Bank

· SWIFT

· Telekurs

· TRowe Price

· XSP

Background: In April  2007, the SMPG finalized the Corporate Action Option Numbering Market Practice (posted on the SMPG website) which was reviewed and endorsed by the industry. The implementation date for the Corporate Action Option Numbering MP was set to be in line with SWIFT Standards Release Nov, 2008.

However, in the recent months, concerns have been raised by various participants regarding the implementation of the new Option Numbering Scheme. 



1) Current Issues:

a) Inconsistency of event details across Market Data Providers

i) The London Stock Exchange provided examples of Dividend/DRIP events where the issuer announced the payment on one currency (EUR), but Market Data Providers had information confirming additional currencies. This is due to the fact that not all currencies are available from the issuer 
ii) Interpretation issues across the Market Date Providers. Since Issuers do not use ISO messaging, there is lack of consistency in identifying event types for some of the complex offers.
iii) The point was raised that the MP was designed so that the industry did not have to rely on CSD’s to announce the option numbers.

iv) The group reviewed the examples provided on the call. All examples have been posted to the SMPG website.

v) ISITC recognized that Dutch Auctions in the US Market that typically have options to tender at a specified price or unspecified price and may also contain conditional options and/or odd lot preference need to be vetted out with the MP.
b) Exposure to increased risk across Custodians

i) A few Custodians expressed concerns that they new MP exposed an increased risk in instruction processing due to the “major system enhancements” that are required to support the new numbering scheme.
ii) However, a few Custodians feel that exposure to risk for instruction processing remains the same as it is today if both methods exist. In addition, the new numbering scheme will decrease risk for instruction processing between the Custodian and their clients. 
iii) MP does not account for Preliminary Notifications. Options that get added between preliminary notification and Ex Date notification. Do the options get reordered since the event is in the preliminary stage, or keep adding the new ones at the end?

c) Implementation Issues  
i) The MP does not define how to treat actions that are “live” or “in flight.” 
ii) How will the industry support coexistence of both methods?

2) Next Steps for SMPG follow up:
a) Overall, everyone still supports the MP and feels that it is a move in the right direction to address the existing issues regarding inconsistent option numbers. 

b) However, we need more time to go through the exercise of applying complex offers to the new numbering scheme that the current MP does not cover. 

c) Consider adding more examples to the final MP guidelines.
d) SMPG will take this feedback into consideration and analyze the impact these issues have on supporting a Nov 2008 Implementation Date. 


Please note: An issue log will be created to track the examples being review against the MP.

