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UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON WEDNESDAY 10th JANUARY 2007
Attendees:

BNP Paribas Securities Services
Mari Fumagalli

CRESTCo

Alan MacAlpine


JPM Chase & Co-chair

Joanne Thompson 

Northern Trust

Roland Hamadyk

SSGA Ltd

Anna Hayes 


SWIFTStandards London

Tim Taylor 
Apologies: 


ABN Amro

Duncan Shepherd


Citigroup

Will Monteen


GSAM

Jonathan Mew


HSBC (IFS)

Stephenie Brock


Invesco

Teresa Gregg


JPM Chase

Craig Parsons

London Stock Exchange

Perrin Mistry 


Morgan Stanley Investment Management
Tim McFarlane

Northern Trust & Co-chair

Norman Evans 


UBS

Eamon Walsh

Agenda

1)
Previous Minutes and Actions

2)
Debrief from global SMPG telco 14th December including CA reference and option number document

3)
Partial Elections on Dividends

4)
PRII (Interest Payment with Principle) – AGC update

5)
AOB

Next meeting on 14th February 2007 starting at 10:00.
1 Previous Minutes and Actions 

1.1) Previous Minutes 
Agreed

1.2) Actions
· (1) CA53 – Samples.  Samples have been updated following NMPG sign-off of DvE document, see www.smpg.info for final draft version dated 20th July.

Suggestions from Euroclear for additional event examples based on:

· JJB Sports - Tender Offer 240p - 280p. Strike price to be announced
· HHG - Scheme,  one  for one basis,  or default cash alternative
· ROLLS ROYCE - B shares in lieu of cash dividend. Ex date 12/10/05.
· CANDOVER INV - Scheme (return of cash)]
Ongoing: SSGA Ltd, to supply details of the JJB and HHG events.

Complete.  Details supplied of:

· JJB
· HHG

· Topps Tiles

· Excel

· Skandia
Follow-on (1): SSGA Ltd, to supply details of the Rolls Royce and Whitbread events.  [Post meeting note – Complete.]
(HSBC and LSE will also supply the details.)  If the events are sufficiently different from the complex event used for the sample (the LSE reorganisation distributed with the previous minutes) then a further sample will be developed.

From discussion at November 2006 meeting it was concluded that the LSE reorganisation is not a typical ‘B’ share event (if there is such a thing).  Therefore the need for details of the above events is still outstanding.  Expected to involve a bonus issue CAEV//BONU and then a put redemption CAEV//BPUT.
Details of the seven events attached as an annex to these minutes.

Group determined to refer back to the 4 ‘flavours’ of ‘B’ shares documented by JPMChase in the November 2005 minutes (included in the annex).  UK&IE specific examples to be produced by the group.  To be an agenda item at the next meeting.  

Points to be considered include the bid increment in Topps Tiles, the option in the Skandia event to hold the outturn in UK or SE and max cash/stock options + mixed cash and stock.
· (2) CA72 – Hedge Fund Operations.  SMPG would like further analysis.

GSAM, to involve Goldman Sachs prime brokers.
Ongoing (2) for the moment until GSAM are able to report.
· (3) Issuers not allowing partial elections on some cash dividends with currency options.  

See agenda item 3.
· (4) UK&IE Templates
Agreed that the UK&IE templates developed in 2003 are now superseded by the global templates (for which they formed the basis) and may be deleted from the UK&IE folder in www.smpg.info. 
Action: SWIFTStandards, to maintain the UK&IE folder accordingly
Compete.
2
Debrief From Global SMPG Telco 14th December 2006
See <Draft mins SMPG CA telco 20061214 v0_5.doc> and 

2.1
CA078 - ‘Official’ CA Event Reference
See <CA CORP reference and CAON numbering MP v3_5.doc> and 

<CA CORP reference and CAON Option Table.doc>.  
Group happy with the amendments following the global telco.

Action from the telco for NMPGS “to continue research into the identity of the ‘official’ body in their market and produce a short paper (no more than one side).”
Northern Trust have contacted Euroclear with a view to Euroclear London/CREST being the ‘official’ body for the UK&IE market.  Response, from the Business Model and Harmonisation Division, is that it makes sense, however, there are a number of limitations which must be recognised:

· CREST does not set up corporate action events for residuals.  This would also impact events where the outturn from a CREST eligible security is a residual AND that residual is the underlying security of a further event.
Noted that the neither the LSE nor market data providers would be aware of events for residuals, communication is direct from registrar to the holder

· CREST does not keep a record of which security issues are dual or multiple listed – this would require some level of coordination with the other listing markets.

These are not seen as ‘stoppers’ and affect a minority of securities and events, however, consideration would be needed to find a work around.
2.2
CA078 - CA Option Number
See <CA CORP reference and CAON numbering MP v3_5.doc>.

Group agree that the using the option type and number as an identifying pair is logical.  However, migration to this logic is not without pain (systems upgrades, especially to web browser applications).
Group also support the numbering convention to differentiate between market and account servicer options.
2.3
CA084/III.10 - Usage of Event Status COMPlete (EPRC//COMP) when MT 566 is used
Group affirmed the view from the November 2006 meeting:
· Event status information should be given in the MT 564
· Instruction (and cancellation) information should be given in the MT 567

Reasoning: although ISO 15022 intended that the MT 567 covered all statuses, this is not what has happened in practice.  Account holders look to the MT 564 for information about the event, including the event status.

Further, noted that many custodian clients actively request NOT to be sent the MT 567.

2.4
III.42 - Capitalisation where Pool Factor Increased
From the Global Meeting minutes, October 2006:
Follow-on issue: “How to handle capitalisations: situation is when instead of distributing interest (e.g no cash available), the issuer increases the value of the bond by raising the pool factor value.  It is done in the opposite way as a PCAL.  Should INCR be used? (problem is that if we look at the DECR event, the definition was changed to exclude the bonds in order not to confuse this event with PCAL).”  

· Effectively a pool factor increase is allowed in the terms and conditions of the security

· NOT an interest payment.  It is a capital payment

· Increasingly frequent.  Should this be a new event

Action: NMPGs to see if this occurs in their markets – it may be an ICSD-only event
Group affirmed the view from the November 2006 meeting:
· Not seen in UK&IE market – occurs in Latin American markets
Group happy with the US suggestion from the telco of 14th December:
· “consider indicative data and would prefer to use the CHAN event type with a suitable code for the change type”
Also, the UK&IE minutes from October 2006 noted:
· “two ISINs which "pay up" ie in lieu of cash interest they issue more of the same bond in line with the current Index Ratio US040114GL81 & ARARGE03E121”

Need to consider if these are similar ‘events’.

3
Partial Elections on Dividends
Previously:

Issuers not allowing partial elections on some cash dividends with currency options.  LSE are lobbying the registrars, also the issue has been raised at company secretary level at the CREST Stock Events Working Party (SEWP).

The discussion at the SEWP has lead to a meeting between Northern Trust (UK&IE CA MPG) and CREST (SEWP) with a representative of the Company Secretaries Forum on 23rd November. 

Ongoing: Northern Trust to report at the next meeting.
Complete.  Email update received from Northern Trust.  The Company Secretaries Forum representative reported that they would ...

“talk about the initiative at my next company secretarial forum next week and try to encourage some interest.  As agreed, let's aim for a planning meeting in March sometime with some extra companies and possibly some friendly lawyers to plan a fuller forum in June time with up to 30 issuers and all three registrars. 

Noted that the main points are: 

· Improving takeover process so that it is fully paperless 

· Currency elections for dividends 

· Partial elections for dividends 

· Revoking dividend elections 

· Electing scrip dividends 

· Payment of dividends through Crest 

· Increasing general awareness amongst company secretaries of Crest processes 

· Ultimate compulsory dematerialisation
Please free feel to talk about our plans at your respective networking groups”

SWIFTStandards reported a recent meeting with APACS who are also keen to remove cheques from distributions.  APACS requested the opportunity to present their ideas to the market (specifically custodians).  Further discussion post meeting indicated that the SEWP may be the best starting place for this.

Follow-on (3): Group, to consider appropriate people in their organisations.
CREST added further that although automated income payments are possible in CREST, of the three main registrars, only Capita have the capability.  Lloyds TSB are building the functionality, no information available on Computershare.  

CREST participants need to complete a single letter covering all their holdings to be eligible for automated payments, if these are available from the issuer and registrar.
4
Any PRII (Interest Payment with Principle) – AGC update

No update this month.

5
Any Other Business

5.1 Global Telcos
The next call will be on Monday 12th February at 14:00 CET.
6
Date of Future Meetings

The UK&IE CA MP Group meets at 10:00 on the second Wednesday of the month, however, the next meeting will be at 
10:00 on Wednesday 14th February 2007 at 
SWIFT, 55 Mark Lane, London, EC3R 7NE
Draft Agenda:
1)
Previous Minutes and Actions

2)
Debrief from global SMPG telco of 12th February including CA reference and option number document
3)
UK&IE view on CA agenda items for forthcoming SMPG Global Meeting
4)
Partial Elections on Dividends and Automated Income Payments 
5)
PRII (Interest Payment with Principle) – AGC update

6)
AOB

Annex A
Details of ‘B’ share Events and ‘Flavours’ from 09/11/2005 Meeting 

JJB Sports - secid 0468523

JJB is proposing to return upto GBP 40 million

Offer period 14/01/2004 - 12/02/2004

Record date: 06/02/2004

Calculation date: 12/02/2004

Tender price range: GBP2.40 - GBP 2.80 per share in increments of GBP 0.01

Shareholders can tender all or part of their holdings within the price

range or at the strike price.

The strike price will be the lowest price per ordinary share (within the

price range).

Offer subject to scale back. (Scaleback will be based on shares tendered

and not record date holdings)

Instructions are irrevocable

The tender offer will be void if less than 1% of the issued share capital

is tendered

EGM Date: 06/02/2004 - Approved

28/01/04 - tenders accepted in following priority

1) all tenders below strike price accepted in full

2)tenders of up to 1,000 ord shares at strike price will be accepted in

full for holders with a registered holding of 1,000 shares or less who

tender all their shares

3) all others at strike price may be subject to prorata.

scale back will be applied at registered level , therefore for holders

within an omnibus a/c point 2 may not be applicable, ie clients who hold

1,000 shares or less, may have their tender scaled back.

Restrictions: USA, Canada, Australia, Japan, Ireland and South Africa.

Final outcome:

**Update 13/02/2004 - A total of 7,250,840 shares were tendered (3.05%of

the total issued share capital). As this is below the full value of funds

available all shares will be purchased at GBP 2.80 per share.

HHG - secid 3388145

Company to return a portion of the proceeds from the sale of the life

services business

Cancellation of 52 out of 100 shares in return for cash

Company to return a further approx GBP 100 million to cash out the

remaining smaller holdings of less than 1041 shares as at record date

Consolidation of 500 shares remaining into 1 new share

Fractional entitlement will be cancelled and cashed out at a 5% premiuim to

the 20 day average closing price prior to record date

Whole shares from the consolidation will be subdivided into new ord shares

on a 500 for 1 basis.

Options:

1) do not have fractional entitlement cashed out - retain remaining holding

after cancellation of 52 for every 100

2) receive cash for fractional entitlement

Topps Tiles - secid B00R3W3

The company is proposing to return GBP122.4 Million to shareholders through

an issue of redeemable B shares and non redeemable C shares followed by a

capital reorganisation.

Shareholders will have the right to receive 1 B share or 1 C share for

every 1 share held (pre consolidation 3:4)

Receive C shares as a single dividend of GBP 0.54:1

Retain C shares for future repurchase by company (30/03/2007)

Receive B shares which will be redeemed shortly after its issue - subject

to pro rata

Offer closes 31/07

The C shares will carry the right to  a non cumulative preferential

dividend of GBP0.02 per share per annum.

The B and C shares will not be listed or traded.

EGM 31/07

Declaration of C share dividend 08/08

KBC Peel Hunt to declare offer for C shares 08/08

Options 1 and 2 will be treated as Income for tax purposes

Options 3, 4 and 5 will be treated as Capital for tax purposes.

Excel - secid 0448688

New secid 4617859

Offer by Deutsche Post

02/12/05 - CHANGE OF TERMS FOR BASIC OFFER.

new terms gbp 9 and .25427 cdi's.

15/12 - max cash gbp 12.11

cdi's will have the same isin (de0005552004) as the underlaying shares.

holders will be able to transfer the underlying deutsche post shares to the

local market, however it is very likely that this will not be

offered as part of the corporate action and will have to be actioned by a

trade.

Basic Offer GBP 9.00 plus 0.25427 Deutsche Post Shares (4617859)

1)  Accept Basic Offer

2)  Accept Maximum Cash Offer

3)  Accept Maximum Share Offer

4)  Accept GBP 9.00 in Loan Notes plus 0.25427 Deutsche Post Shares

5) Loan note alternative

Loan note secid:  B0LBVH

EXEL stops trading on 9/12/05

shs cancelled from listing 13/12/05

Court hearing:  12/12/2005

Record date:    09/12/2005

Subject to Proration

Resultant stock is quoted on the Frankfurt stock exchange and other German

stock exchanges

Restrictions: Canada, Australia and Japan

Skandia - secid 5461572

New secids 0738992( CREST)  B0XPQ7 Sweden)

Offer extended until 09/02/2006

Offer extended until 07/03/2006

Shareholders can no longer withdraw any accepted Skandia shares.

Trading on LSE for Old Mutual shares will begin 01/02/2006 and 02/02 on the

Stockholm Stock Exchange.

2/12/2005 - Old Mutual has changed the offer.   Condition relating to

acceptance level has changed from 90% to 50% of the total number of shares.

30/01 Acceptance level 72.3%.

18/01 Old Mutual was granted approval from the UK FSA for the acquisition

of Skandia.

Any turnover tax has to be paid by the shareholder.

The election options have now changed only option 1 available.

New  Offer by Old Mutual

1)  Share & cash  - 1.37182:1 + SEK 16.50 in cash in Sweden-10/02 no longer

available

2) Share & cash  - 1.37182:1 + SEK 16.50 in cash in CREST

3)  Take No Action

Old Offer by  Old Mutual

1.  Share & cash  - 1.37182:1 + SEK 16.50 in cash

2. Cash Offer SEK 42

3. 2.26:1

Offer Period : 17/10/05 - 21/11/05

Offer period extended to 16/12/2005.

Offer period extended to 12/01/2006.

Offer period extended to 23/01/2006.

 Offer period extended to 26/01/2006.

Subject to Proration

Restrictions:  Japan, Australia, Norway, Australia, Germany, Switzerland,

Canada, USA & Switzerland

Rolls Royce - secid 3283648

Ex-date:  11/10/2006

Terms:  36.7 "B" share (B1FW2X - interim line) : 1

Options:

- Redeem for GBP 0.001 (equivalent to cash dividend)

- Convert to ordinary shares 1:4,770

- Retain B shares - shares will be transferred to secid 342235

Whitbread - secid B15F1S1

Ex-date :  8/1/2007

Terms:  1 "C" share  (B1HPZ10) for every 1 ordinary share held pre 42:47

share consolidation

Options:

- Retain C shares

- Redeem C shares (capital) @ GBP 1.39 :1

- Receive cash dividend (income) - following receipt of the dividend "C"

shares will automatically convert into deferred "C" shares.

From UK&IE CA MPG Minutes of 9th November 2005:

3
Corporate Events Involving B Shares
See the note below from JPMChase, item to be retained on agenda for next meeting.
JPMChase QUOTE

There are 4 flavours of B share issues. 
1. For this event you make your election (to either receive b shares or to redeem you entitlement of B shares and receive cash paid as capital) prior to the distribution date of your opted entitlement. 
We notify this event using CAEV/CAMV of BIDS/CHOS on the Parent security (Ord shares), and options are SECU = which translates to receive B shares and PUTT = which translates to redeem B shares with the company to receive cash paid as capital. 
2. as above but with the additional option to receive your cash distribution in the form of Income. 
We notify this event using CAEV/CAMV of BIDS/CHOS on the Parent security (Ord shares), and options are SECU = which translates to receive B shares, PUTT = which translates to redeem B shares with the company to receive cash paid as capital and CASH = which translates to redeem B shares with the company to receive cash paid as Income. 
3. split into 2 events. Firstly you receive your distribution of B shares (bonus issue). Then, run as a separate event you have the option to either retain the B shares or to redeem the B shares for cash paid as capital. 
We notify the first part of the event using CAEV/CAMV of BONU/MAND on the Parent security (Ord shares) and option of SECU. 
We notify the second part of the event using CAEV/CAMV of BPUT/VOLU on the B share security, and options are PUTT = which translates to redeem B shares with the company to receive cash paid as capital and LAPS = which translates to do nothing, i.e. retain B shares. 
4. as above but with the additional option to receive you cash distribution in the form of Income. 
We notify the first part of the event using CAEV/CAMV of BONU/MAND on the Parent security (Ord shares) and option of SECU. 
We notify the second part of the event using CAEV/CAMV of BPUT/VOLU on the B share security, and options are SECU = which translates to retain B shares, PUTT = which translates to redeem B shares with the company to receive cash paid as capital and CASH = which translates to redeem B shares with the company to receive cash paid as Income. 
UNQUOTE

And also the follow-up note from LSE.  Example SSNs sent with the minutes.

LSE QUOTE
We use the following corporate events types to process these events at the moment:
1) Elementis type issues - B shares issue and Optional Redemption
CAEV/CAMV of BONU/MAND on the Ordinary shares to process the issue of B shares and CAEV/CAMV of BPUT/VOLU on the B shares to show optional redemption of new and existing B shares by linking the 2 events together.
2) Viridian type issue - Return of Capital as Income or Capital and accompanied share consolidation 

CAEV/CAMV of EXOF/CHOS on the Ordinary shares with 3 options - :22F::CAOP//CASE - cash return as income using :92F::NETT//GBP and Consolidated Ordinary shares
:22F::CAOP//CASE - cash return as capital using :90B::OFFR//ACTU/GBP and Consolidated Ordinary shares
:22F::CAOP//SECU - Consolidated Ordinary shares and new "B" shares
We has also used the event type EXOP occasionally
We currently do not using the event type BIDS because of the definition Issuer bid, reduction of circulating shares. Reverse Rights Offer by issuing company to existing shareholders to repurchase own shares. Objective is to reduce the number of shares outstanding
The term Reverse Rights in UK Corporate events would imply issue of a new security but to purchase the underlying Ordinary shares. Most companies use B shares to return capital to shareholders in the form of cash (income or capital) or issue of a new security form (B shares) to Ordinary shareholders.
UNQUOTE
========================  End of Document  =====================
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