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UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON TUESDAY 24th APRIL 2007
Attendees:

Bank of New York

Laura Hannan


BNP Paribas Securities Services
Mari Fumagalli

Citigroup

Will Monteen

Euroclear

Alan McAlpine

Goldman Sachs

Nelson Derry

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

Co-chair

Norman Evans 


SWIFTStandards London

Tim Taylor 
Apologies: 


ABN Amro

Duncan Shepherd


GSAM

Jonathan Mew


Invesco

Teresa Gregg


Morgan Stanley Investment Management
Tim McFarlane

UBS

Eamon Walsh

Agenda

1)
Previous Minutes and Actions

2)
Debrief from the SMPG Global meeting on 28th – 30th March

3)
Euroclear SR2008 CRs – feedback from the regional market practice meeting on 23rd March

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 17th May 2007 starting at 10:00.
1 Previous Minutes and Actions 

1.1) Previous Minutes 
Agreed

QUOTE
7.1 Unconfirmed Events
From a custodian - Questions regarding some market practice issues on the OTHR event type and Below Market Tenders. 

Our processing team in the US send out event notifications with a CAEV of OTHR based on the below premise: 

“'News' events - we receive news of the potential of an upcoming merger, tender or other event (poison pill for example).  We feel this is not yet a corporate action or never will be and that it is appropriate and valid to send as OTHR (along with the informational only tag).  If or when the event turns out be real and actionable we do send the event with the appropriate event codes.  We do not send ANY actionable events as OTHR.  The benefit to recipients is that they can easily segregate the news from the real events.”

Do you see this to be a valid usage of the OTHR event type or should we be defining the event type on our messages as soon as we are aware, even if it is preliminary information and nothing has been confirmed.  Also, is this a difference in market practice between the UK and US? 

The group view is that the appropriate event type should be used with a status of unconfirmed.

Noted that the SMPG EIG entry for OTHR states “SMPG recommends that this event is not used - no recommendation for options” 

UNQUOTE
Affirmed at the SMPG global meeting and included in the recent update to the SMPG CA global document (version 5_1).  
1.2) Actions
· (1) CA53 – Samples
Details of the complicated events, including ‘B’ share events, have been collected.  

Complete.  Continues as a rolling agenda item.
· (2) CA72 – Hedge Fund Operations.  SMPG would like further analysis.

GSAM, to involve Goldman Sachs prime brokers.
Ongoing (1) GSAM, present at the meeting, reported that they had raised the issue in their side of the organisation and contact will be made with their prime brokers.
· (3) CA99 – CASE Option Where Rates not Known (Mix and Match).

UK&IE took an action from the 12th Feb telco to draft a form of words to be applied to all events, to be added as a footnote to the EIG ‘Complex’ worksheet
Complete.  The following added to the complex worksheet of the EIG – SR2007 version, currently in draft
“CA99 CASE Option Where CASH and SECU Ratio Not Announced
Agreed at the telco of 12th February 2007 that given the relatively occasional occurrence of events with mix and match options (for example maximum stock and some cash or maximum cash and some stock) and the difficulties involved in achieving STP for them, that such options will use the CASE option and associated narrative.

The breakdown of the cash and securities benefits are not announced until after the response deadline and typically close to the pay date.  ”.
· (4) CAnn – Non-Supply of Option Details in the Instruction Sequence of an MT 565.

JPMChase to raise at SMPG with a suggestion that the SMPG document recommends non-supply of option details in the instruction sequence; at present the document lists the business data which should be supplied.

Complete.  SMPG view is that the option number CAON and option type CAOP should be sufficient, additional information may be added optionally, however, it is an SLA issue if the additional information in the instruction differs from the option information in the notification.
2
Debrief from the SMPG Global Meeting on 28th – 30th March
See draft CA minutes <Amsterdam_2007_CA_DRAFT_Minutes_v1.doc> available on www.smpg.info.
2.1
CA06. Event Interpretation Grid (EIG) – Extension, Date & Period and Rate & Price
QUOTE
Existing samples can be used in order to populate the date & period and rate & price information in the ‘global grid’.  The samples do not cover all events.  This task is to be divided between the NMPGs.  The ‘FYI’ (eg CAEV//DLST – trading status delisted) and meeting events will not be included, meeting events will be covered by an ISO 20022 proxy voting MP.  See the embedded spreadsheet <EIG Date Rate etc NMPG schedule v1-0.xls> for the division of the task.  The spreadsheet assigns the responsible NMPG and the backup NMPG who will check the work.

(Action: NMPGs to determine the date & period and rate & price information for the ‘global grid’.  For submission by next telco, for NMPGs to review for a further telco for 14th June

UNQUOTE

UK&IE to draft dates, rates, periods and prices for the NEXT MEETING for the following events:
· DTCH
Dutch Auction, 

· BONU
Bonus Issue/ Capitalisation Issue, 

· DRAW
Drawing, 

· ODLT
Odd Lot Sale/Purchase, 

· SHPR
Shares Premium Dividend.
Action (2) All to prepare material for the next meeting.
2.2
CA06 Event Interpretation Grid (EIG) – Redundant Option Codes
QUOTE
Euroclear raised a point about CAOP option codes which are part of the ISO 15022 Data Field Dictionary, but which are not used in the EIG.

List A 

ATCH
Attach 

BEAR
Bearer Share Exchange

CONV
Convert 

DETH
Detach
REGD 
Registered Share Exchange
REGS
Regulation S

144A
Rule 144A

(Action: NMPGs to review List A.  Feedback to co-chairs by 1st May for circulation and dicussion at the next telco on 24th May.  If agreed, change requests for SR2008 will have to be submitted to SWIFT by 1 June.

UNQUOTE
UK&IE have no issue with the removal of these option codes.
Action (3) JPMChase to give feedback to global co-chairs by 1st May.
2.3
CA06. Event Interpretation Grid (EIG) – Event Processing Indicator
Awaiting updated document from Euroclear (due end of April) for review at the next meeting.
2.4
CA78a. CORP Reference numbering MP 
Discussion on the official body for UK&IE (which would issue the so-called ‘official corporate action reference’.  
As noted previously residual securities (non-CREST eligible0 would not be supported by Euroclear.  In addition Euroclear cannot identify those issues which are dual or multiply listed.  Residuals could be covered by LSE and also LSE are able to identify multiply listed securities (most differentiated by SEDOL).
Action (4) Euroclear and LSE Offline to discuss what to do.
2.5
CA78b. CAON numbering MP
The group are happy with the agreement that option code NOAC will always be 901 (offered by the account servicer), and option code LAPS always 001 (offered by the issuer).

2.6
CA82. Multiple Underlying Securities
QUOTE
Situation is that an event has more than one underlying security, for example you must hold both security A and security B in order to take part.  However, holders of the individual securities (either A or B) must be informed of the event in order to have the opportunity to purchase the other security.

Agreed that a notification is sent for each underlying security, using the same CORP reference and linked by the WITH cross-reference.  Note that the benefits may differ by underlying security.

The possibility of making the underlying security repetitive in the message was rejected.

UNQUOTE
Action (5) JPMChase to request global co-chairs to ask Euroclear for a sample of an event with multiple underlying securities.
2.7
CA97. ISO 20022 Proxy Market Practice
The group are would support a local ISO 20022 MPG, whether as part of this group or a separate working group.

2.8
III.10 Event Status in MT 564 vs MT 567
QUOTE
· Action: NMPGs, to consider whether the MT 567 should be used for event status
UNQUOTE
As discussed at previous meetings, the group consider that the MT 564 should be used for all information about an event and the MT 567 should be used for instruction and cancellation only.
The group also supported the suggestion from Euroclear that a lapsed date is required for use with the lapse status (SR2008 CR).  Euroclear will raise the CR.  Envisaged that a WITHdrawn event (MT 564) would contain a lapse status + date thus indicating the reason for withdrawal of the event.
2.9
CA67. MT 567 Usage Table
QUOTE
Following the recent ISITC CA WG meeting it was requested to harmonise the use of reasons IPRC//PEND PEND//LACK, PENR, OVER.

The descriptions and notes are:

LACK-
Insufficient securities to execute this corporate action instruction; instruction pending receipt of securities
PENR -
The corporate action instruction is pending receipt of securities from purchase, loan, etc
OVER -
The instructed position exceeds the eligible balance

To be sent by the account servicer if a corporate action instruction will be pended/acknowledged when the account owner had overinstructed
The ISITC CA WG propose that OVER is not used, that LACK is because it takes a positive view that the securities will arrive.

Agreed to amend the description so that PENR is used when the account servicer checks settlement activity.

Agreed to amend the description so that LACK is used when the account servicer does NOT check settlement activity.

Agreed to amend the description/note so that OVER is used when the account servicer does know whether there are pending receipts.
· Action: NMPGs to report whether any distinction between LACK and OVER in their market
UNQUOTE
The group are would support one code in place of either LACK or OVER, no preference for which.

2.10
CA109. MT 568 Narrative and Function of Message
QUOTE

Queried what function of message to use when an MT 568 follows an MT 564 because there is further information about the event of narrative form.

Affirmed that an MT 568 should NOT be sent independently.  The MT 568 should be linked with the MT 564.  The Function of Message (field 23G) should be the same in the MT 564 and its associated MT 568.  

And, before an MT 568 is sent, the relevant narrative fields of the MT 564 should be used. 

· Action: NMPGs to affirm the above before the SMPG CA document is updated
UNQUOTE
The group are happy with the SMPG CA document update.

3
Euroclear SR2008 CRs

No issues arose from the RNMPG meeting in Paris on 23rd March.  Claims to be proposed as a suite of ISO 20022 messages.  
The group support the inclusion of Lender Protection functionality along with the Buyer Protection functionality of the change requests.

Action (6) JPMChase to inform Euroclear.
4
‘B’ Share Events – ISO15022 examples

To be addressed next meeting.  See the summary at the end of the January 2007 minutes.  Noted that the current Stage Coach event would be a good one to format in ISO 15022 messages.  

Action (7) Euroclear and LSE to supply details.
5
CREST Stock Events Working Party, Registrars and Issuers
Norman Evans reported that the CREST Stock Events Working Party (SEWP) and the company secretaries forum representative have decided on a date for the three way meeting between the SEWP, registrars and issuers in the form of company secretaries.  The meeting will take place at Prudential offices and be by invitation only.  The initial focus will be on the use of the automated functionality available in CREST, and currently under used, for example optional dividends.
6
Any PRII (Interest Payment with Principle) – AGC update

Tightening of SMPG view noted.  See the recent update to the SMPG CA global document (version 5_1).  
Continues to be monitored by Northern Trust and HSBC via their AGC members.
7
Any Other Business

7.1 SWIFT STaQS Tool
Query on when the next version of the SWIFT Test and Qualification System (STaQS) will take place, following the proof of concept in 2HQ2006.

STaQS will be available again at the end of 2007 and will test against the whole EIG (not just the ‘global grid’) and the DvE data placement document.
7.2 REITS Dividends
A custodian enquiried if others have any requirement to differentiate Real Estate Investment Trust (REIT) dividends from other forms of dividend, in particulat the different tax treatment that may be applied to such dividends.

Noted that the number of REITs will increase form approximatelt one dozen to over thirty in 2008 in UK.  

Group view is that a new event is not required, the REITs dividend may be differentiated by an additional dividend type indicator code and possibly additional tax rate qualifiers &/or codes.
Action (8) Citigroup to define the data requirements to differentiate a REITs dividend.
7.3 Identification of Assented Lines
Euroclear asked how assented lines may be identified.

Agreed that the temporary security indicator in the MT 564 E1 SECMOVE sequence may be used.
7.4 Deposit Date for Physical Securities
Goldman Sachs asked how the deposit date for physical securities should be formatted.  This is the date when the physical stock must be in place in order to take part in the event.  

The group view is that the response deadline date (RDDT) applies in the case of physical securities, as it would for dematerialised securities.
7.5 ICSDs using CAEV//XMET for Consent Events
HSBC reported that the ICSDs use the extraordinary meeting event for consent events.

The group view is that the consent event should be used, CAEV//CONS not  CAEV//XMET.
7.6 ICSDs use of MT 567
Bank of New York reported that the ICSDs ask clients which corporate action status teir want to receive.

The group view is that this is covered by SLA not market practice.
7.7 Global Telcos
The next call will be on Thursday 24th May at 14:00 CET.
8
Date of Future Meetings

The UK&IE CA MP Group meets at 10:00 in the second week of the month, however, the next meeting will be at 
10:00 on Thursday 17th May 2007 at 
SWIFT, 55 Mark Lane, London, EC3R 7NE
Draft Agenda:
1)
Previous Minutes and Actions

2)
Preparation for the SMPG CA WG telco on 24th May
Rolling Agenda Items

3)
‘B’ Share Events – ISO15022 examples – to be addressed at this meeting
4)
CREST Stock Events Working Party, Registrars and Issuers Elections
5)
PRII (Interest Payment with Principle) – AGC update

6)
AOB
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