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UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON WEDNESDAY 14th FEBRUARY 2007
Attendees:

BNP Paribas Securities Services
Mari Fumagalli

Euroclear

Kevin Wooldridge

GSAM

Jonathan Mew


JPM Chase & Co-chair

Joanne Thompson 

JPM Chase

Craig Parsons

Northern Trust

Roland Hamadyk

Co-chair

Norman Evans 


SSGA Ltd

Anna Hayes 


SWIFTStandards London

Tim Taylor 
Apologies: 


ABN Amro

Duncan Shepherd


Citigroup

Will Monteen


HSBC (IFS)

Stephenie Brock


Invesco

Teresa Gregg


London Stock Exchange

Perrin Mistry 


Morgan Stanley Investment Management
Tim McFarlane

UBS

Eamon Walsh

Agenda

1)
Previous Minutes and Actions

2)
Debrief from global SMPG telco 12th February including CA reference and option number document

3)
Euroclear SR2008 CRs

4)
Giovannini Barrier One

5)
‘B’ Share Events – ISO15022 examples

Rolling Agenda Items

6)
Partial Elections on Dividends

7)
PRII (Interest Payment with Principle) – AGC update
8)
AOB

Next meeting on Thursday 15th March 2007 starting at 10:00.
1 Previous Minutes and Actions 

1.1) Previous Minutes 
Agreed

1.2) Actions
· (1) CA53 – Samples
SSGA Ltd, to supply details of the Rolls Royce and Whitbread events.  – Complete.
· (2) CA72 – Hedge Fund Operations.  SMPG would like further analysis.

GSAM, to involve Goldman Sachs prime brokers.
Ongoing (2) GSAM, present at the meeting, undertook to progress with their prime brokers.
· (3) Issuers not allowing partial elections on some cash dividends with currency options.  

See agenda item 6.
2
Debrief From Global SMPG Telco 12th February 2007
Minutes not yet published.
Note action undertaken by UK&IE in CA99... 

2.1
CA99 - CASE Option Where CASH and SECU Ratio Not  Announced
QUOTE from draft minutes.

 “For events with a CASE option, like takeovers, where the ratio between the cash and securities benefits is pre-defined, a response for the CASE option will STP.  

However, there is an STP issue with other events, such as offers with mix and match options, DVOPs and DRIPs, where the CASE option does not allow the holder to specify the breakdown of the cash and securities benefits when responding with the CASE option.   

A current workaround is to ask holders 'electing' CASE to respond with two instructions - one with CASH and one with SECU specifying each benefit separately.   

We need to discuss in terms of the EIG, the standard and achieving STP.”

Agreed that a DRIP would be SECU rather than CASE and that the same applies to DVOP, so these events are not affected.  

Agreed this does apply to offers with mix and match options, in many cases the ratios are not determined until late in the event.

Occurs infrequently in the UK market, around 10-12 per  month, also seen in SE, eg the recent Skandia event.

Agreed that given the relatively occasional occurrence of mix and match events and the difficulties involved in achieving STP for them, that such options will require narrative.

ACTION (3), UK&IE, to draft a form of words to be applied to all events, to be added as a footnote to the EIG ‘Complex’ worksheet.

UNQUOTE from draft minutes.

3
Euroclear SR2008 CRs

See <SR 2008 Change Requests v1.doc>, and the summary question and feedback sheet <SR2008 Feedback.xls>
3.1
Claims – General Discussion
In the call for the meeting the co-chairs expressed the view:

QUOTE
We are surprised to see the following on Page 9 

"As a minimum, these requirements suggest the following message components: 
Corporate action reference; 
Transaction reference (either client’s own or the reference at the securities settlement system of the underlying transaction); 
Code to indicate that this is a market claim; and 
Code to indicate whether or not the market claim can settle at the securities settlement system. 
The current market practice is to use the Corporate Action message MT 564, Corporate Action Announcement for this purpose " 


It is not current market practice to use MT564 for generation and notification of market claims. 

Currently market claims are processed via a settlement transaction (del) in Crest and if a custodian currently auto generates market claims , they also use a settlement transaction for this purpose. 

From a corporate actions market perspective we (UKMPG & SMPG in Stockholm !!!) strongly objected in the past to the use of current MT56X messaging for the generation and processing of market claims ,stating that we would prefer to have a completely new , but dedicated , message type for market claims notification and settlement. 

If a new message type is not the desired route then we would expect the existing situation to continue , (ie using a settlement transaction to create & settle market claims). 
UNQUOTE
Euroclear clarified that they are asking questions of the market, not recommending solutions and gave some background to the issue:
Euroclear have an obligation to advise clients of claims, and in an automated way.  The requirement from the SMPG meeting of April 2006 was to find a tactical solution, hence the use of the current SMPG MP using the MT 564 and 566 for notification and execution of a claim respectively.  Now, however, greater functionality is required, the claim itself is processed as a securities transaction which may be split and/or partialled amongst other things.  The Euroclear view is that the MT 564-8 messages are not suitable for the extended functionality, there may be some use of the MT 548 for the status of the claim transaction, and the MT 530 (new inSR2007) to amend the priority of the transaction and so on.  Other functionality requires new messaging – hence development in ISO20022.  But to achieve this Euroclearmust receive market support.  The target date is end 2009 therefore the ISO 20022 process must be started this year.
The group agreed with  the Euroclear view and will support it at the Regional MPG meeting on 23rd March.
3.2
EuroclearQuestions
Group affirmed the view from the November 2006 meeting:
	
	Euroclear Question
	UK&IE view

	1
	Do you agree that there is a business need to identify market claims and to provide an audit trail to the underlying transaction?
	Yes

	2
	Do you agree that there is a need for both participants to the market claim to be identified?
	Yes, but beware if a CCP

	3
	Do you agree that the MT 564 is the correct message for the securities settlement system to use to advise the cancellation of a market claim?
	No

	4
	Do you agree that the MT 565 is the correct message to cancel a market claim?
	No

	5
	Do you believe there is a need to split market claims using STP messages?
	Yes

	6
	Do you agree that a cancel/replace mechanism cannot be used for splitting market claims?
	Yes

	7
	Do you agree that there need to be settlement-like status updates for market claims?
	Yes

	8
	Do you agree with the approach to include securities market claims in securities reconciliation messages?
	Yes

	9
	Do you agree that there is a business need to instruct a transformation election, and that the MT 565 is the correct message?
	Yes & No

	10
	Do you agree that there is a business need to inform the counterparty of a transformation election instruction?
	Yes

	11
	Do you agree that there is a business need for a participant to be informed of  the status of a transformation instruction, and that the MT 567 is the correct message?
	Yes & No

	12
	Do you agree that there is a business need to cancel a transformation election instruction, and that the MT 565 is the correct message?
	Yes & No

	13
	Do you agree that there is a business need to inform participants of the cancellation of market claims due to transformation?
	Yes

	14
	Do you agree that outturn transactions from automatic transformations should be linked to the original underlying transaction with an audit trail?
	Yes

	15
	What approach should be taken in respect of the audit trail when transforming market claims?
	Reference back to the previous step only

	22
	Do you agree that additional transaction status codes are required for both settlement transactions and market claims?
	Yes

	35
	Do you agree that there is a need for a CSD to report centrally generated cash only transactions?
	Yes

	36
	Do you agree that there is a need for CSD participants to manage centrally generated cash only transactions?
	Yes

	37
	Do you agree that there is a need for a CSD to report open centrally generated cash only transactions?
	Yes

	38
	Do you agree that there is a need for a CSD to report the settlement of centrally generated cash only transactions?
	Yes


4
‘Giovannini Barrier One 

See <Settlement_high_gaps_20061222_v1.xls> and <Clearing_High_gaps_20061222_v1.xls>, available by the links on www.swift.com and www.smpg.info.  

Comments were as follows, SETTLEMENT ACTIVITIES:

	External Ref
	Activity Name/function
	Activity Scope
	Sender and Receiver
	Status


	UK view

	Settle159
	Advance Notice of Income and Redemption payment (for agent banks)
	Pre-advise - Notifies the issuer's and the intermediary's agent banks with the cash amount they will have to exchange
	(I)CSD to Issuer/Issuer's Agent
	Gap - being filled
	OK

	Settle160
	Payment confirmation (for agent banks)
	Payment confirmation - Instructs the issuer's and the intermediary's agent banks with the cash amount they have to exchange.
	(I)CSD to Issuer/Issuer's Agent
	Gap - being filled
	OK

	Settle161
	Income payment refusal
	Notifies the CSD that the issuer's agent bank is not going to pay the due cash amount.
	Issuer/Issuer's agent to (I)CSD
	Gap - being filled
	OK

	Settle162
	Income payment refusal confirmation
	Notifies the issuer's agent bank that its income payment refusal has been successfully received by the CSD.
	(I)CSD to Issuer/Issuer's Agent
	Gap - being filled
	OK

	Settle163
	Corporate Actions announcement
	Communication from issuer to CSD to spread information on issuer's corporate actions 
	Issuer/Issuer's agent to (I)CSD
	Gap - being filled
	OK

	Settle167
	Drawing/redemption administration
	The Issuer / Issuer's Agent sends the amount to be redeemed and the CSD  calculate the percentage to be redeemed. Resultant information is confirmed and publicised
	(I)CSD to Participant
	Gap - being filled
	OK

	Settle168
	General Corporate Action (CA) announcement
	CSD notifies the announcement of a corporate action to its participants
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle169
	CA announcement for holders of security
	CSD notifies the announcement of a corporate action to its entitled participants
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle170
	CA reminder
	Notifies that a CA instruction has not yet been received
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle171
	CA confirmation
	Confirms the outcome of a CA event which results in a movement of cash or/and stock.
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle176
	Funds revaluation corporate action
	A corporate action is required when there is a change in value of a fund which results in 1 or more funds being merged via CA process.
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle177
	CA Market claim advice
	Advise on the creation of a market claim as a result of a corporate action
	(I)CSD to Participant
	Not a high level gap
	GAP

	Settle178
	CA Market claim execution
	Execution of a claim
	(I)CSD to Participant
	Not a high level gap
	GAP

	Settle179
	CA market claim cancellation by the CSD
	Cancellation of the claim by the CSD and sent to the participant
	(I)CSD to Participant
	Not a high level gap
	GAP

	Settle180
	CA Market claim deletion request
	Cancellation/deletion of a claim by the participant to the CSD.
	Participant to (I)CSD
	Not a high level gap
	GAP

	Settle181
	CA Market claim transformation election (buyer protection)
	Process a transformation affecting a claim
	Participant to (I)CSD
	Not a high level gap
	GAP

	Settle182
	Transformation of a CA Market claim
	Transformation of a claim
	 
	Not a high level gap
	GAP

	Settle186
	Claim status
	Notifies the processing status of a pending market claim
	(I)CSD to Participant
	Not a high level gap
	GAP

	Settle187
	Coupon compensation - Market claims
	Confirms the coupon compensation paid.
	(I)CSD to Participant
	Not a high level gap
	GAP

	Settle188
	CA instructions
	CA instructions to a voluntary event or a mandatory event with options
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle190
	CA instruction cancellation
	Instructs the cancellation of a CA instruction
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle191
	Valid CA instructions
	Notifies the sender of a CA instruction that it is a valid one
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle192
	Rejected CA instructions
	Notifies the sender of a CA instruction that it is rejected
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle193
	Cancelled CA instructions
	Notifies the sender of a CA instruction that it is cancelled
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle194
	Coupon Unstripping on Government Bonds
	Individual principle and coupon payments are reconstructed back into a standard fixed interest bearing government bond
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle195
	Receiving agent escrow accept/reject instruction & cancellation
	Instruction to allow the change of an option (during a corporate action) within an escow account. UK market specific.
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle197
	Application for advanced payment (early redemption)
	Application / search of application / cancellation of application for advanced payment for bonds
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle203
	Transformation option instruction
	The CA instruction from the receiving agent of a transformation movement
	Participant to (I)CSD
	Not a high level gap
	GAP

	Settle204
	Transformation option cancellation
	Deletes a corporate action option from the associated transaction
	Participant to (I)CSD
	Not a high level gap
	GAP

	Settle205
	Transformation option details
	Instructs the association of a transaction and a corporate action option number
	Participant to (I)CSD
	Not a high level gap
	GAP

	Settle208
	Interest computation
	CSD calculates the interest for bonds, mortgage rate. This would be traditionally done by the issuers but it’s a service which some CSDs are responsible for. This is communicated back to the participants as well as the number of days.
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle209
	Coupon Stripping on Government Bonds
	Stripping is the process of breaking down standard fixed interest bearing government bonds into their individual principal and coupon payments
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle210
	Advance Notice of Income and Redemption
	Notifies a CSD participant of a future income or redemption payment 
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle211
	Income confirmation
	CSD confirms the principal repayment, interest and dividend payments on securities held to its participants
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle212
	Tax certificate status
	CSD notifies the status of a tax certificate to its participants
	(I)CSD to Participant
	Not a high level gap
	GAP in principle

	Settle213
	Tax reclaims processing status
	CSD Notifies the status on any claim for refund of withholding tax to its participants
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle214
	Closed tax claims
	From CSD to participants. CSD confirms the claims for refund of withholding tax which are closed and do not require further processing.
	(I)CSD to Participant
	Not a high level gap
	GAP

Unsure if msg is appropriate

	Settle215
	Request for information about tax refund amount
	From CSD to participants. CSD aggregate the information received and then make the request to the issuer for the amount needed
	(I)CSD to Participant
	Not a high level gap
	GAP in principle

	Settle216
	Tax refund amount
	Response from participant to CSD on the request for tax refund amount
	Participant to (I)CSD
	Not a high level gap
	GAP in principle

	Settle217
	Certification request
	From CSD to participants. Requests documentation required to support certification.
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle218
	Tax refund amount payment confirmation
	From CSD back to participant after the payment has been made in their NCB account.
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle219
	Meeting announcements
	From CSD to participants. Notifies the announcement of a meeting.
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle220
	Meeting announcement modification
	From CSD to participants. Notifies the modification of a meeting announcement
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle221
	Meeting announcement cancellation
	From CSD to participants. Notifies the cancellation of a meeting announcement 
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle222
	Meeting entitlement
	From CSD to Issuer/Issuer Agent. Notifies the balances of accounts belonging to participants who are involved with a vote in relation to a meeting resolution.
	(I)CSD to Issuer/Issuer's agent
	Not a high level gap
	OK

	Settle223
	Meeting instruction (investor details)
	Instructs the name and address sets of investors associated with a Proxy Instruction.
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle224
	Meeting Instruction (vote)
	Instructs on a meeting resolution. 
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle225
	Meeting instruction modification
	Instructs the amendment of a proxy instruction
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle226
	Meeting instruction Cancellation
	Requests the cancellation of a proxy instruction
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle227
	Cancellation instruction confirmation
	Confirms that the cancellation instruction was processed.
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle228
	Meeting instruction status
	Notifies the details of an instruction, including its status and history.
	(I)CSD to Participant
	Not a high level gap
	OK

	Settle231
	Meeting results 
	Confirms the outcome of a meeting.
	(I)CSD to Participant
	Not a high level gap
	GAP in principle

	Settle234
	Request for breakdown of holders
	Requests a breakdown of holders.
	(I)CSD to Participant
	Not a high level gap
	GAP (212 notices?)

	Settle244
	US tax beneficial ownership breakdown of holdings.
	Instructs the breakdown of beneficial ownership.
	Participant to (I)CSD
	Not a high level gap
	OK

	Settle248


	Report on dividends paid by issuer for certain security for a period 
	Report on dividends paid by issuer for certain security for a period 
	(I)CSD to Participant
	Gap - being filled
	Not 566

	Settle269
	Floating rate note interest rate fixing
	Notifies the interest rate of an FRN for the next period
	(I)CSD to Participant
	Not a high level gap
	OK


Comments were as follows, CLEARING ACTIVITIES:

	External Ref
	Activity Name/function
	Activity Scope
	Sender and Receiver
	Status


	UK view

	Clear114
	Transformation option cancellation
	Deletes a corporate action option from the associated transaction
	CCP to Clearing member
	Potential gap
	GAP, use ISO 20022

	Clear115
	Transformation option details
	Instructs the association of a transaction and a corporate action option number
	CCP to Clearing member
	Potential gap
	GAP, use ISO 20022

	Clear113
	Transformation option instruction
	The CA instruction from the receiving agent of a transformation movement
	CCP to Clearing member
	Potential gap
	GAP, use ISO 20022


5
‘B’ Share Events – ISO15022 examples

No change this month.  

6
Partial Elections on Dividends
No change this month.  

Norman Evans to revert following planning meeting between CREST stock events working party and the company secretaries forum representative.
7
Any PRII (Interest Payment with Principle) – AGC update

No update this month.

8
Any Other Business

8.1 SSGA
This was Anna Hayes’ last meeting as her role changes at SSGA.  The group thanked Anna for all her input and wished her all the best for the future and the ISO 15022 implementation.
8.2 Global Telcos
The next call will be on Thursday 24th May at 14:00 CET.
8.3 UK NMPG involvement with the ISO 20022 Securities SEG
In order to involve.practionners in the ISO 20022 process Kevin Wooldridge, as chair of the UK Technical Standards Committee (TSC), the UK shadow of ISO TC68/SC4, has arranged for the UK NMPG co-chairs to receive the usual mailings from the local secretariat (APACS), however, this is ‘all or nothing’ and burdensome to the co-chairs.  Instead the co-chairs requested to receive the TSC minutes only.
9
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 Thursday 15th March 2007 at 
SWIFT, 55 Mark Lane, London, EC3R 7NE
Draft Agenda:
1)
Previous Minutes and Actions

2)
Final Preparation for the SMPG Global meeting on 28th – 30th March

3)
Euroclear SR2008 CRs – any further feedback for the regional meeting on 23rd March

Rolling Agenda Items

4)
‘B’ Share Events – ISO15022 examples

5)
Partial Elections on Dividends

6)
PRII (Interest Payment with Principle) – AGC update

7)
AOB

UK&IE CA MPG mins 20070214 v1-0.doc
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