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SMPG MEETING DRAFT MINUTES – RIO DE JANEIRO 5-7/4/2011

· ANBIMA : local presentation about Brazilian market, and/or development in the LATAM region (TBC)
· Legal Entity Identifier  - Presentation from Rudolf Siebel .
· T2S UPDATE - Presentation from Christine Strandberg ( en behalf of Stéphanie  Duverger) 

· Asian Markets Presentation – Japan : From Taketoshi Mori

· Payments & Securities Joint Working Group – Update: from Karine Taquet
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A status was provided on the Payments &Securities Joint Working group.
The grouped questioned the way the issues discussed within that group where relayed to the other groups. Maybe this should be formalized.

The group would also be interested to understand how the PMPG is organised, who is represented etc…
· Financial Instrument Identification DRAFT MP V 0.1 Document

*Joint review the MP draft document that covers the scenarios where other identification than ISIN is allowed.

*The purpose of the MP is to strictly define the scenarios that allow the usage of an identification other than ISIN.  This in order to mitigate the risk of having a more flexible Financial Instrument Identification  message component in ISO 20022.  
*It will be highlighted even more in the MP that whenever available ISIN MUST be used.

*The group advised to split the instruction scenario (highest risk ) and the reporting scenarios. 
It was also discussed that o paragraph should be included on:

· When to include multiple identifiers (scenarios)

· What should be the standard validation when multiple identifiers are included.

*New draft version that should be available by end of June 2011.

*Some scenarios stem from the timing issue related to the creation of an ISIN. It seems that this timing is different depending on the markets. The groups feels it would be interesting in a future *Joint SMPG to have a representative of ANNA to explain such discrepancies between the markets.

*Scenario 5 must be removed has it is against CA MP.

· MT535_SecuritiesBalanceCustodyAccountingReport_V0.4 -  Common session with Investment funds
The purpose of this session was to evaluate whether the current MT535 MP could be used as common ground between S&R and Investment funds.

After covering the various IF processes the conclusion was  that in the IF sphere there is no need for so many scenarios as they do not apply, therefore the IF group decided to create their own MP that will cover only the Securities Balance Custody report and not the Accounting Report.
Between semt.002.01.02 and semt .002.01.03 some statement frequencies where dropped during the reverse engineering exercise (e.g.; bi-weekly, bi-monthly), these frequencies will be re-included in SR 2012 in semt .002.001.05 

AP S&R SMPG: the UK questioned the fact that the Transfer Agent might need to send an Accounting Report to the Custodian (ask extra details from UK).
In the future IF and S&R will continue working together for any changes related to this shared message.
The IF funds will compare directly version semt.002.001.02 and semt.001.04. Comparing with version 3 will not bring any value. 

· MT535_Balance Report_Draft_V0.2
Front page title will be more format specific i.e.:

ISO 15022 – MT535

ISO 20022 – Securities Balance Custody: Accounting Report 
Add the by-Law paragraph
On page 5 on the diagram one decision box is missing dome information so instead of statement requested we will have statement type requested.
We will always keep on the first page the original implementation date.
AP (ALL): Final comments should be provided by end of June 2011.

· Agenda_Amsterdam_October_2010_FINAL_Minutes_V1.0

See document

· Receiving Delivering Depository - PSET PSAF Reshuffled MP DRAFT 0 3 
Page 4: PSET definition.

‘ The receiving/delivering depository (PSET) is to be understood as the depository where the settlement will occur  The receiving depository in a delivery message, and the delivering depository in a receipt message,  always relates to the depository  where the  counterparty instructions settles, etc’.
Page 11: T2S paragraph
In Target2- Securities, participants are only required to use receiving/delivering depository, information that may be provided in the SafekeepingPlace will not be used for that purpose. The communication between the CSD/direct participant and the TARGET2- securities settlement platform will only cover scenarios where the place of safekeeping is a depository and therefore it will always correspond to the receiving/delivering depository. Even during coexistence at the level of the settlement, receiving/delivering depository will always be used as there will never be any ambiguity, neither during, nor after coexistence.

The group agreed that this was T2S specific and should be therefore part of T2S requirements.
This paragraph will therefore be removed from the MP.

The ISO 20022 messages should include the message version, within the illustration tables

Maybe this point could be reconfirmed at the next conference call.

Final comment s on the MP should be provided by end of May.

· SecSetTransAllegNot_and _Report_Reshuffled Draft MP_V0.1
Title will clearly mention both ISO 15022 and ISO 20022 message.
The ISO 20022 messages should include the message version.

Maybe this point could be reconfirmed at the next conference call.
Page 8: a summary of all the possible scenarios should be provided in order to clarify the activity diagram.  Moreover a special remark will be added to emphasize that in the markets where dumps are possible, the counterparty response is highly recommended.
Page 12 (dumps) → last sentence to be rephrased as it does not apply to all markets (like Netherlands, USA etc). 

Make all the counterparty response arrow optional in all flows.
· SecSetTransPendingReport Draft MP_V0.1

The decision was taken to have in ISO 15022 a common MT548-MT537 market practice.  For ISO 20022 there will be 2 separate MPs. One for the StatusAdvices and one for the SecuritiesSettlementTransactionPendingReport.

MP for ISO20022 and one for ISO15022 (MP for ISO20022 will be split into MT548 and MT537 -2 different docs -, while for ISO15022 will stay as already is).

AP (NL): book transfers issue related to references to be clarified
·  ‘T2S – Working Group Smooth Cross CSD Settlement’ – presentation from Ton Van Andel
AP (NL): Presentation will be forwarded by Ton. 

Still lots of open issues for cross-CSD settlement.

Next step: define practical solution for those issues hampering of cross CSD settlement, and assign party to follow up.
SMPG will be asked to document Market Practice issues document.

· When to use ‘Agent Account ID’ for matching?

·  When is it mandatory an ‘Account Id’ of the client of the agent mandatory (i.e. Direct Holding Market (NL)  retail transfers)

· All issues requiring additional (not mandatory) data settlement instructions 

AP: Ton will provide links related to the above subject as several participants were interested to receive such information.

At one point T2S will have to come up with a MP document.  Quid of all the European local MPs? Eventually shouldn’t these be replaced by the T2S one? Some discussions around this subject should take place.
· Brazilian change request for securities Lending/ II-17 BZ Sec Fin SR 2011 –for ANBIMA (BZ)
Many of the elements that have to be included per the CR, are generally in other markets details that are set at the contract level and not included at the transaction level. Brazil however has different legal constraints that require the inclusion of such information at the instruction level (i.e. in BZ the instruction is the official contract). Nevertheless some other details require flows and actors to have better understanding of the usage of some information by the recipient.
In the CR that will be resubmitted for SR 2012, activities flows, sequence diagrams and actors & roles will be included to have a better understanding of the business case.
Post meeting feedback: see embedded doc received from Ambima for additional info
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In Brazil this is very clear, you can keep the shares for some days or you cannot,- this is on a contract base.
In Europe the time limit is open (OTC) that’s why Brazil asks for this (that they have fixed contracts) → for example if they want to change the contract fee, they call back the contract and change the fee and go with a new contract.
AP (ALL): How is the contract fee changed (when not fixed) in other markets?
AP (UK): to provide more details on their issue with repos.
 AP (US): share presentation on collateral

· Modification DRAFT MARKET-PRACTICE_V0.1

The counterparty response message should be included in the activities diagrams and communication/sequence flows.
AP  (SWIFT): p. 9 Process Modification Request   - changed to ‘ Validation Modification Request’ in both the flow and the table. This change must also be applied to p. 11 and 16.
· IPO issue

Swift believes IPO should be covered by an MT 502 (order to buy or sell). However in the various markets different are being used:

· MT 54X

· MT56X ( as the financial instrument  does not exist yet it should not be a CA message though)
· MT59X (free format)

AP (ALL): confirm how this is done in your market/institution. More e-mails will be sent out to the emerging markets (SWIFT).
MT502 : Could we use this order to buy or sell?

· Automatic Registration Market Practice 
Case received via email from RBC Dexia about auto registration –physical reporting.
 ‘According to the market process they follow, which is the market practice described in the attached document for settlement and registration of physical securities, upon receipt of a certificate they issue an MT545, immediately followed by an MT508. This process, they say, it creates a problem for many of the clients, as receipt of our MT545 by their system immediately releases the securities on their side, notifying their underlying clients that the securities are available for sale.   One of their clients has suggested to adopt another process, by not issuing the MT545 until the securities have been received back from registration, and updating each step by MT548 instead of MT508.’ 
  
The specific MP was written based on legal facts i.e. even when the registration is not final the securities are already tradable. This is why a settlement confirmation can be sent prior the registration is finalised. 
Post meeting feedback: an e-mail was sent out to find out whether there are markets where this rule does not apply,  should this be the case then we could go for a second scenario with the MP. 
Otherwise the MP document will remain as already is. 
  
AP:  Angela Katopodi (GR)  to follow up.
· Other MT536 issues (Securities Settlement Transaction Posting Report)
· When a settlement transaction is reversed the same confirmation type is sent out but flagged as REVE. 

In the statement however the reversal is filled in as an opposite confirmation type with the flag REVE. 

This was the result of discussions that concluded that the statement is a summary of movements and therefore the real movement directions should be provided.
AP (SWIFT): a statement will be included in the revamping of the MT 536 MP to avoid any confusion.

· MP doc page5. Mandatory use of ESET date in Trade Date Statement.
The Securities Settlement Posting Report can be either provided on a settlement date or a trade date basis. If it is on a settlement date basis then it makes sense to have the effective settlement date mandatory. However for the trade date basis, does is make sense? Shouldn’t the trade date be mandatory instead? 

AP: Swift will confirm whether a CR should be submitted with potential impact on MP.
· MP Financial instrument Identification draft
Page 10 –ISO Codes 
This ISO 20022 external code list can also be used in ISO 15022 messages. This will be clarified in the MP and a link to the ISO webpage will be included.
Next SMPG meeting will take place in Prague around September/October 2011. This will  not be a joint meeting with CA and IF.
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		Securities related payment flows

		Issues

		Remittance Information

		Improve Message Catalogue Management for cross industry requirements

















Purpose: recommendations in terms fo usage of the payment messages for securities business related cash transfers

Introduction on payments

ISO 20022 messages (rationalisation)

Matrix SWIFT users categories (Supervised FI, Non Supervised FI, CUG and Corporations)

Terminology allignement





Purpose of the meeting
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S&R

CA

IF

Securities Related Payments flows

Brazil - Rio de Janeiro April  2011









Accounting Allocation

IM instructs AS to make a net payment receipt to/from a single custody account – made up of several accounting entries 

IM advise the AS with breakdown of funds

Requirement does not fit in any existing message, new specific netting/allocation message should be created

Business justification to be submitted

Multiple payments

Multiple payments instruction and allocations related to a payment receipt.

Clearing&Allocation  message could be created that would cover both the accounting allocation and the multiple payments requirements

Issues

Brazil - Rio de Janeiro  April 2011









CCPs

CR add credit/debit indicator at transaction level in the BankToCustomerAccountReport (CCP to Clearing Member)

Proposal include new Bank Transaction Codes – too low level in the message

Posponed due to freeze SR 2011

Market Infrastruture 

missing balance type codes and account type codes in reporting messages (camt)

Camt messages co-submitted by SWIFT and ISITC 



Issues (cont.)

Brazil - Rio de Janeiro  April 2011









Federal Reserve Bank will be implemeting a new message format to support extended remittance information (purpose of  a payment)

Use of a central common depository  (upload/retrieve remittance information)  - cross business areas if needed

ISO 20022 messages to upload/modify/delete  + push/pull data from the repository.

Opportunities in other business areas (stronger business case) – maintenance, liability and funding.





Remittance Information

Brazil - Rio de Janeiro  April 2011









Improve the management of requirements with a standing Payments/Securities Joint Working Group



Conference call 4  times a year



RMG – how to better coordinate discussions between Payments SEG and Securities SEG.

Improve message catalogue management

for cross industry requirements

Brazil - Rio de Janeiro April 2011



The ISO 20022 Registration Management Group (RMG) is made of senior industry experts nominated by ISO TC68 P-member countries and category A liaison organisations. The RMG is the highest ISO 20022 registration body: it monitors the overall registration process and reports directly to ISO TC68. Click here to download a copy of the current ISO 20022 Governance Procedures.



The RMG defines the scope of necessary SEGs, approves business justifications for new messages and allocates them to one or more SEGs. The RMG also acts as a ‘court of appeal’ in case of conflicts between the RA, the TSG, the SEGs and the organisations that want to develop ISO 20022 messages (submitting organisations).
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1. Participants


1. Brokers and Dealers: 


Ancillary legal entities of the National Financial System who act as intermediaries in the purchase and sale of financial assets for their clients. Their incorporation depends on authorization from the Central Bank and authorization from Brazil's Securities Commission (CVM) is required to do business. In the current legislation on financial asset lending, CVM Instruction 441 requires brokers and dealers to act as intermediaries for the transactions.


2. Managers: 


An individual or a legal entity may be in charge of managing the assets of the investment fund and in both cases registration and authorization from Brazil's Securities Commission (CVM) is required.

3. Custodians: 


Institutions responsible for physical and financial settlement of their clients' assets, their safekeeping and management, and for reporting proceeds associated with these assets.

4. Asset Controllers: 


Institutions responsible for receiving details relating to provisions for expenses, cash balance, number of units issued and redeemed, pricing of assets, determining net asset value and fund unit value, receiving information relating to splits or mergers, and producing accounting data.


Process


In securities lending transactions, in exchange for payment of a fee, the holder of the securities (Lender) authorizes their transfer to the other party (Borrower). For the duration of the agreement, the securities are held by the Borrower, but at the end of the period he must return them to the Lender. The role of Lender or Borrower is taken by the Manager, who conducts security lending transactions on behalf of the Fund.


When lending securities, the broker acts as Registration Agent and is responsible for registering offers in the system in which the transactions are executed. 


For the Lender, offering securities to execute a securities lending agreement is characterized as a long-term strategy in which there is no intention of disposing of the securities in the short term. Renting these securities creates an opportunity for additional risk-free gains, equivalent to a fixed-income bond, since there is payment of a fee for the securities lending of the securities and a deposit of assets by the counterparty, in an amount equivalent to the agreement entered into, serving as guarantee in case of default. 


For the Borrower, the securities lending service enables it to sell securities without possessing them, enabling managers of investment funds and managed portfolios to run strategies involving arbitrage across different assets or short selling.


In Brazilian Market, offers to lend securities are sent by the Lender to the Broker to be registered in CBLC's Securities Bank (BTC) and made available for securities lending. Similarly, the Borrower also applies for registration of a securities lending offer in the BTC through a broker. 


Securities Lending by the Borrower may be: 


1 - Voluntary: The institution registers the intention of lending financial securities with the brokers.


2 - Compulsory: There is a need for securities lendings of financial securities for institutions which have sold securities and do not have them available in custody to make delivery on settlement date. The securities lending transaction is made without any instruction from the Manager.


On entering into the securities lending agreement, the following items, among others, are agreed between Borrower and Lender: the asset, the quantity of the asset, the securities lending fee, the guarantee deposits required, and transfer of the securities from Lender to Borrower.


Securities lending transactions (transfer of custody) are registered by the Broker with Brazilian Clearing and Depositary Corporation (CBLC) through the service of the CBLC's financial securities bank (BTC).


The CBLC - BTC securities bank provides a service through which investors (lenders) offer to lend securities and other parties (borrowers) borrow them against guarantees. The Brazilian Clearing and Depository Corporation acts as counterparty in the process and guarantor for the transactions.


Details of transactions for borrower and lender are shown separately, since depending on the side on which the manager is acting, the business flows take place differently.


Flows:


Instruction Borrower Manager  to Broker
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Necessary Information:

Stock (type)

Quantity


Fee 

Maturity Date

Devolution: Reversible or Fixed


Instruction Broker to Lender Manager
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Necessary Information:


Stock (type)


Quantity


Fee 


Maturity Date


Devolution: Reversible or Fixed


Notes:

Securities lending contracts are negotiated every day, fees and general conditions depending on the market (volatility, liquidity, etc) 


For every single contract between broker and manager there is the possibility to apply a different fee and maturity date as well.


Some securities lending contracts are classified as “fixed” because of maturity date. The borrower has to keep these shares in his portfolio until maturity date.


But, the majority of the contracts are “reversible”. In this case, the borrower can send the shares back to the lender at any time.


This is the reason to inform the fees as a percentage not a value because the manager can send back the shares at any time and the value paid will be proportional.  


Confirmation (or proposal) from Broker to Borrower Manager

One Lender 
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Necessary Information:


Stock (type)


Quantity


Fee 


Maturity Date


Devolution Type: Reversible or Fixed


Minimum Date for Call Back


Type of price to calculate commission (Fee)


It could be T-1, T0 or other.


Notes:

Minimum Date for Call Back


There is a minimum date to give back the shares in some contracts. The borrower can send back all shares before maturity date, but there is a period to keep them. 


Confirmation (or proposal) from Broker to Borrower Manager

More than one Lender Manager
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Notes:


Sometimes to have the total quantity asked by the Borrower Manager, the Broker can make a lot of contracts with different Lender Managers.

In Brazilian Financial Market, the securities lending counterparty of both sides are the broker. The contracts are firmed between Borrower Manager and Broker and another one between Lender Manager and Broker. Normally there is not communication between Borrower and Lender Managers.


Confirmation of the contract – Borrower Manager to Broker
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Necessary Information:


Stock (type)


Quantity


Fee 


Maturity Date


Devolution: Reversible or Fixed


Minimum Date for Call Back


Type of price to calculate commission (Fee)


It could be T-1, T0 or other.


Confirmation of the contract – Broker to Lender Manager
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Necessary Information:


Stock (type)


Quantity


Fee 


Maturity Date


Devolution: Reversible or Fixed


Minimum Date for Call Back


Type of price to calculate commission (Fee)


It could be T-1, T0 or other.


In this flow, the Broker acts as intermediary for securities securities lendings offered by the Lending Manager, with the Borrower. The Broker will send details of the securities lending agreement signed with the counterparty (Borrower) and the Lending Manager may confirm the details received and authorize the securities lending agreement to be made by the Broker, or may reject the details received. In this case, the Broker shall correct the details and resend to the Manager or cancel the agreement and terminate the flow.


Confirmation of the contract – Borrower Manager to Asset Controller and Custodian
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Necessary Information:


Stock (type)


Quantity


Fee 


Maturity Date


Devolution: Reversible or Fixed


Minimum Date for Call Back


Type of price to calculate commission (Fee)


* Could be T-1, T+0 or other.


Confirmation of the contract – Lender Manager to Asset Controller and Custodian




Necessary Information:


Stock (type)


Quantity


Fee 


Maturity Date


Devolution: Reversible or Fixed


Minimum Date for Call Back


Type of price to calculate commission (Fee)


* Could be T-1, T+0 or other.


Notes:

The Custodian has to receive the same information to guarantee: 


· Share reception (From the Lender)

· Devolution of shares at maturity date (To the Borrower)

· Fee payment at maturity date (To pay the correct value at the correct date)


















