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

Bank of New York

Laura Hannan


Euroclear

Alan McAlpine

Citigroup

Will Monteen

HSBC (IFS)

Stephenie Brock


JPM Chase & Co-chair

Joanne Thompson 

JPM Chase

Craig Parsons

London Stock Exchange

Perrin Mistry




Julie Jackson

Northern Trust

Roland Hamadyk

SWIFTStandards London

Tim Taylor 
Apologies: 


ABN Amro

Duncan Shepherd


BNP Paribas Securities Services
Mari Fumagalli

Co-chair

Norman Evans 


Goldman Sachs

Nelson Derry

GSAM

Jonathan Mew


Invesco

Teresa Gregg


Morgan Stanley Investment Management
Tim McFarlane

UBS

Eamon Walsh

Agenda

1)
Previous Minutes and Actions

2)
Feedback from the SMPG CA WG telco on 24th May

3)
Mix and Match Options
4)
SMPG EMEA Director Election

Rolling Agenda Items

4)
‘B’ Share Events – ISO15022 examples 
5)
CREST Stock Events Working Party, Registrars and Issuers Elections
6)
PRII (Interest Payment with Principle) – AGC update

7)
AOB

Next meeting on Thursday 19th July 2007 starting at 10:00 and provisionally finishing at 16:00
Note the venue will be SWIFT.
1 Previous Minutes and Actions 

1.1) Previous Minutes 
Agreed

1.2) Actions
· (1) CA72 – Hedge Fund Operations.  SMPG would like further analysis.

GSAM, to involve Goldman Sachs prime brokers.
Complete GSAM, had feedback from their Head of Client Services dealing with prime brokerage.  At present event processing is carried out on an in-house platform, however, Goldman Sachs are very interested in any standardised approach and ask to be kept in the loop when consultation on requirements is carried out with prime brokers.  
On-going (1): GSAM, to pass contacts to SWIFTStandards.
· (2) CA78 – CORP Reference Numbering – Official Body
Euroclear and LSE, offline to discuss what to do on the issuance of the so-called ‘official corporate action reference’.
Further discussions between Euroclear and LSE.  Agreed, as a first step, that Euroclear will be responsible for assigning the official reference for ‘CREST eligible’ securities.  This will not include residuals.  It will include CREST Depositary Interests (CDIs) as for the holder the event is on the CDI and not the underlying security.
Some concern on timing as Euroclear typically receive details of events later than data providers.  Would data providers send out the event notification again with the addition of the official reference only?  Yes.  Value would be further down the chain where a holder may receive details of the event from more than one source.
Closed.  To be a rolling agenda item,.
· (3&4) CA82 – Mulitiple Underlying Securities
(3) JPMorganChase, to request global co-chairs to ask Euroclear (Business Model & Harmonisation) for a sample of an event with multiple underlying securities.

Closed Details supplied of a warrant reattachment.

Reattachment of warrant and bond to obtain a "cum-warrant" (warrant +bond) 
Underlying securities: 
* UBS AG - LONDON CALL WRT DJ EURSTOXX MAT.DATE:       
ISIN:    CH0017448041        
UBS AG, UNION STREET                
 ISIN:    CH0017447993       
Disperse (proceed) security 
*UBS AG, UNION STREET                
ISIN:    CH0017447969  
In addition UK&IE disagree with the use of the same CORP reference for the events for securities A & B.  And consider that the notifications should be sent only to holders of both securities, not to holders of just A or just B. Based on the example in would seem that there is a debit of both underlying and a credit of the dsiperse security (probably) on the event for the bond.
(4): JPMChase, to raise with SMPG.
Ongoing (2): On the agenda for SMPG CA WG telco of 21st June.

· (5) REITS Dividends
Citigroup, to define the data requirements to differentiate a REITs dividend.
Closed.  Some companies announce as separate events, no consistency in the market yet.  Thus likely to be an event level indicator.  Note the different tax treatment of the REIT dividend.  Agreed to request a dividend type code – event level.

Follow-on (3): JPMChase to raise a (late) SR2008 CR.

· (6) Record Date Required in Dutch Auction Example
SWIFTStandards, to request that a record date be added to the dutch auction example.
Closed.  Record date added.
· (7) Rate to be Removed from Drawing Example
SWIFTStandards, to request that the generic rate be removed from the drawing example, it might be confused with the potentially level of drawing from the holder, whereas it applies to the whole issue.  In addition an SR2008 CR for a drawing rate at issue level has been raised by SMPG.
Closed.  Rate removed.
· (8) Deposit Date
Co-chairs, to raise at forthcoming SMPG telco (24th March) with a view that the DE NMPG explain how such an event [referring to deposit date] is processed in the DE market.
Closed.  No DE representative present.  Minuted as follows:
QUOTE

6.1 CSD Deposit Date
UK&IE NMPG asked whether there is a concept of a "CSD deposit date" in France or in Germany. France mentioned that, a few years ago, there had been a request to add a deposit date but this request had been refused by the SWIFT Securities Maintenance Working Group. It was suggested that this be discussed during a regional UK&IE – FR NMPG meeting.

UNQUOTE

Recommended that this also be pursued with the DE CA MPG (DESSUG).

2
Feedback from the SMPG CA WG Telco on 24th May
See draft CA minutes < Draft mins SMPG CA telco 20070524 v0_2.doc> available on www.smpg.info.

In particular note the discussion on:

· CRs for SR2008, all to be submitted;

· CA109 – MT 568 Narrative and Function of the Message, comment from FR;

· And item 6.1 Deposit Date (see action above).

3
Mix and Match Options
The question of how to indicate a ‘mix and match’ option was revisited.  

For an example see <ICMCOMPUTERGROUP2905.doc> attached to these minutes.  

Agreed:

· Any potential ‘mix and match’ option should have the option type CAOP//CASE from the start of the event, rather than CAOP//CASH later changing to CAOP//CASE;
· The option feature OPTF//PROR pro ration may be used to indicate that it occurs in case of over subscription, however, it does not allow the holder to elect for maximum stock or maximum cash;

· A CR for SR2008 (late but hopeful) to be raised requesting option feature codes for maximum stock and maximum cash, eg MAXS and MAXS.

Action (4): JPMChase, to raise the CR.
4
SMPG EMEA Director Election
The incumbent, Erik Slette of NO, has reached the end of his term.  Of the standing candidates this group preferred Armin Bores of Clearstream and by Erik Sletter of NO.

Action (5): JPMChase, to coordinate with other UK&IE MPGs so that a response may be submitted by end of June.  Settlement and Reconciliation and Funds MPGs to be consulted.

5
‘B’ Share Events – ISO15022 examples

The view is that the four types of ‘B’ share event outlined by JPMChase at the November 2005 meeting, can be classified as three types, two of which are common and one rare.
The types are typically differentiated by the election process:

· Election PRIOR to the distribution date of your opted entitlement (options are to receive B shares or Cash as Capital, or Cash as Income), eg Stagecoach

· Split into 2 events - firstly a distribution of temporary entitlement to B shares, then you can either elect to receive B shares or to redeem them for Cash as Capital or to convert B shares into Ordinary shares), eg Rolls Royce
· Election AFTER distribution of Interim B shares (options are to retain your interim B share which will then become a full B share, to receive Cash as Capital, or Cash as Income), eg Kelda (plus most other companies)
The complex exchange example from the forthcoming SMPG set of examples will be used as the base for templates.  SSNs for the types have been obtained.

Noted that some events may use a reverse stock split (consolidation) rather than a mandatory exchange.

To be continued at a future meeting, once the SR2008 CRs have been reviewed.
6
CREST Stock Events Working Party, Registrars and Issuers
The CREST Stock Events Working Party (SEWP) and the company secretaries forum representative are planning for the three way meeting between the SEWP, registrars and issuers in the form of company secretaries.  The meeting has a working title of ‘Meet the Custodians’ and will take place at Prudential offices and be by invitation only, date to be early October.  The initial focus will be on the use of the automated functionality available in CREST, and currently under used, for example optional dividends.
7
Any PRII (Interest Payment with Principle) – AGC update

No specific update on the PRII event, however, the AGC report has finally been published.  

It is also available from the SWIFT website – 
http://www.swift.com/index.cfm?item_id=2800 
8
Any Other Business

8.1
Euroclear – Maximum Number of Options
Euroclear confirmed that the new platform will allow a maximum of 30 options for an event.  the figure was reached following an analysis of the previous year’s events.
8.2
Bonus Share Plan in Australia
Northern Trust reported that a sub-custodian proposed to replace the bonus share plan option (CAOP//BSPL) with a security option (CAOP//SECU).  
Agreed that this was non-compliant with the SMPG Event Interpretation Grid (EIG).
8.3
Confirmation of Default Election
Queried if the group confirmed a default election (ie one with no instruction message) with the MT 567 status message.

Those in the group using the MT 567 do so.
8.4
Definition of a US Stock Split
This ‘old chestnut’ dropped from the tree again.  Here is the clarification from the US ISITC CA WG from circa 4Q2005.

QUOTE

"U.S. Stock Splits
Whilst undertaking a review of the CAEV/CAOP event matrix, it has come to our attention that there exists disparity surrounding the appropriate method to communicate the U.S. Stock Split Corporate Event via MT564 Corporate Action Notification.

Confusion appears to stem from some Institutions favouring the use of CAEV indicator SPLF due to the description currently applied to this CAEV code, versus the use of the BONU indicator, the mechanics of which more appropriately meets the operation of the event in the local Market.

Although labelled Stock Splits in the U.S., these events are actually processed in the same way that we know a Bonus Issue both by the DTCC and SSO. There is no debit of holding and re-credit of entitlement, there is just a credit of the entitlement.

Therefore for such an event, rather than utilising the codes CAEV/SPLF, CAMV/MAND together with the rate indicator of NEWO//2,/1, we would expect the event to be expressed using the codes CAEV/BONU, CAMV/MAND together with the rate indicator of ADEX//1,/1,

We confirm that the view of the UK & IE CA MPG is that the CAEV code of BONU (Bonus) is more appropriate as there is one movement of additional shares rather the an a debit of the existing securities and a credit of the whole new holding.

UNQUOTE.
9
Date of Future Meetings

The UK&IE CA MP Group meets at 10:00 in the second week of the month, the next meeting will be at 
10:00 on Thursday 19th July 2007 at 
SWIFT, 55 Mark Lane, London, EC3R 7NE
To confirm attendance please contact: Tim Taylor tim.taylor@swift.com.  
Telephone 020 7762 2023.    

Nearest Underground station is Tower Hill, closely followed by Aldgate and Bank
Draft Agenda:
1)
Previous Minutes and Actions

2)
Feedback from the SMPG CA WG telco on 21st June
3)
ISO 20022 Business Justifications on Corporate Actions

4)
SR2008 CR review
Rolling Agenda Items – only if time permits this meeting.
5)
CA78 – CORP Reference Numbering – Official Body: Euroclear and LSE
6)
B’ Share Events – ISO15022 examples
7)
CREST Stock Events Working Party, Registrars and Issuers Elections
8)
PRII (Interest Payment with Principle) – AGC update

9)
AOB
UK&IE CA MPG mins 20070614 v1-0.doc
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