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UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON THURSDAY 10th APRIL 2008
Attendees:

BNP Paribas Securities Services
Mari Fumagalli

Citigroup

Jonathan Clinch


Euroclear

Alan MacAlpine


Fidelity

Aidan Devaney


HSBC (IFS) & Co-chair

Stephenie Brock

JPM Chase Worldwide Securities Services
Craig Parsons

London Stock Exchange

Perrin Mistry


Northern Trust

Simon Williams

SWIFTStandards London

Tim Taylor 
Apologies: 


Bank of New York Mellon Corporation
Laura Hannan


ABN Amro

Duncan Shepherd


Fidelity

Colin Webb

Goldman Sachs

Nelson Derry

GSAM

Jonathan Mew


Invesco

Teresa Gregg


JPM Chase Worldwide Securities Services
Joanne Thompson


& Co-chair


London Stock Exchange

Julie Jackson


Morgan Stanley Investment Management
Tim McFarlane

Northern Trust

Kristy Norris

UBS

Eamon Walsh

Agenda

1)
Previous Minutes and Actions

2)
Feedback on SMPG CA WG telco 19th March 2008

3)
Euroclear Message Working Group

4)
Preparation for SMPG Meeting 23-25 April 2008
Rolling Agenda Items – only if time permits this meeting.

5)
CA78 – Corporate Action Option Numbering
6)
CA78 – CORP Reference Numbering – Official Body: Euroclear and LSE

7)
B’ Share Events – ISO15022 examples

8)
CREST Stock Events Working Party, Registrars and Issuers Elections

9)
AGC update: PRII (Interest Payment with Principle) & Gio B3

10)
Hedge Fund Operations

11)
AOB

Next meeting on THURSDAY 15th May 2008 starting at 10:00 and provisionally finishing at 12:00
1 Previous Minutes and Actions
Previous Minutes 
1.1) Actions
· (1) Squeeze Out Date / Legal Expiry Date
The following agreed as the requirement for the need to give the Legal Expiry Date - 
 “... you will have the last day to lodge acceptance forms and the day after if acceptance levels achieve the required total then the offer becomes unconditional ( and will remain open for acceptances ).  A week later the 429 ( or now the Section 980 ) will be issued with the life of this being 6 weeks. Therefore would need a Legal Notice Expiry date to differentiate.”

Group confirmed that the following is correct ...
The Legal Notice Expiry date is indicated by the end date of period field 69a::CSPD the Compulsory Purchase Period
“Period during a take-over where any outstanding equity must be purchased by the take-over company”. 

SWIFTStandards to make an amendment adding a comment in the UK&IE columns for CAEV//TEND in the EIG.

Note, previously confirmed that the mandatory/voluntary indicator does NOT change from CHOS to MAND when the squeeze out period/980 is reached.  This is because it dissenters rights are still a possibility.
Complete.  Amendment made to EIG SR2007 version v4_13 change 18.
· (2, 3, 4) EIG – UK&IE Dutch Auctions
Previously agreed that UK&IE MP for CAEV//DTCH harmonises with the US.  The following has been added to the UK&IE cell for CAEV//DTCH “Note that the UK&IE market, apart from Euroclear, format the event following the US MP template, ie using the max, min and strike prices”
SWIFTStandards informed of the need to include in the next amendment of the templates.
(2) Euroclear to consult the Stock Events Working Party (SEWP).

On-going (1): Euroclear

LSE noted that last year there were two Dutch Auctions in the UK which did not give a minimum price.

(3) LSE to supply details of the two events.

On-going (2): LSE

(4) Euroclear to indicate how they would cover the events.

On-going (3): Euroclear.
· (5) ‘B’ Share Events – ISO 15022 Examples
MT 564 Announcement templates supplied by LSE reviewed by the group.  Events covered: KELDA and ROLLS ROYCE.

Full details to follow.

SWIFTStandards to document using an MT 564 template.
Noted that the form of the Rolls Royce event has changed again.
On-going (4): SWIFTStandards
· (6) Unit Trust Distributions
BP2S raised the question of distributions for unit trusts.  These have not had a formal sample produced (UK&IE market specific?), however, the messages have already been amended to cover this functionality:

EQUL equalisation date in sequence D - 

Date/time at which all or part of any holding bought in a unit trust is subject to being treated as capital rather than income. This is normally one day after the previous distribution’s ex date.;

Rate codes added to rate format 92J, and the GRSS and NETT rates may be repeated to indicate the capital (CAPO) and income (INCO) portion of the distribution – for group 1 and group 2 units.  For example 92J::GRSS//CAPO/GBP1,4567

BP2S to produce a ‘strawman’ MT 564.

Fidelity also interested in this issue.

BP2S report that they expect to have a ‘strawman’ by the end of June.
On-going (5): BP2S
· (7) Priority Offer Events in UK&IE
Amendment made to <Event Interpretation Grid & DvE SR2007 v4_11.xls> in the second UK&IE cell for event PRIO, VOLU, global grid set to n/a.

“Run as two events at CREST, the UK&IE market now endorse the use of the EXERcise option following the introduction of entitlement securities in CREST on 20040612, therefore use this row if the underlying security is eligible in CREST.

Use RHDI to distibute the open offer rights if the offer is dematerialised.

Note, the situation may arise where eg an AU PRIO event runs as one event, however, the event will be run as two if the AU stock is also held at CREST, thus one issue, two methods depending on the place of listing.”

Group to produce sample templates for the event and the linked event, in order to ensure consistent implementation in the market.
Noted that the overall event now consists of two ISO 15022 events.  This is logical.  However, the business areas of firms require education on why the implementation is made this way and not as one event (the underlying security changes).

On-going (6): Group

Follow-on (7): LSE, to provide a recent example.
· (8) Use of Price PRPP in DVOP Event
Previously agreed that PRPP used for mid-market price for DVOP in UK&IE.

Agreed at January 2008 meeting that FR use of price PRPP, ‘price paid per product’, works because the practice in the FR market is to credit the cash and then debit it, hence ‘price paid’.

GSAM report using PRPP without any issues.  

LSE feel PRPP is not accurate and have used the indicative price INDC “Estimated price, eg, for valuation purposes” with a clarifying text, which itself is not wholly accurate.

Is there a requirement for a mid-market price?

LSE to supply further example events.
On-going (8): LSE
Group agreed that mid-market price used.  HMRC allows first days trading price to be used as a basis as long as variance is within 15%.
Requirement also expected in NL and HK markets.
Follow-on (9): HSBC, to research.
· (9, 10) Reverse Engineering Consultation
Open Item 7 MT568 reverse engineering
Should MT568 be reverse engineered as a specific message in ISO 20022 or should its content be part of a narrative field in the future ISO 20022 Announcement message?
(9) Group, to consider the alternatives.

Previously noted that some account servicers/holders need to receive/send instructions in MT 568 because they are unable to process the MT 565.  MT 568 also used to cancel instructions.

Complete.  At this meeting the group remained concerned that the if the MT 568 is removed, then the MT 565 will not be sent.  This type of client has progressed from fax to use of the MT 568, the MT 565 being a step too far.  Instead the client my revert to use of MT 599 or MT 999 or fax again, this decreasing automation.  Fax to use of MT 568 is a big step.

Euroclear will mandate the use of the MT 565, however, it is recognised that their clients are more sophisticated.
(10) Group, to consider their current use of narrative, why it is used, and especially use of ADTX.

Complete.  ADTX used in a standard way.
· (11) Implementation of REITS Dividends
The UK&IE submitted CR III.43 for SR2008.  It was accepted and agreed that it should be implemented in  the style of French CR III.17.  How to do this, the market has been asking?
Previously Citi were to request Euroclear UK & Ireland to produce a strawman MP and consider use of a DSS if required.

Citi, and in addition Co-chairs.  Euroclear use two events for a dividend including a REIT portion: one for the cash dividend at 10% tax and another for the REIT at 20% tax.  Issuers typically net the payments and supply a tax voucher for each tax treatment.  The REIT dividend is to be identified by the new indicator qualifier ITYP – “Specifies the type of income” and a data source scheme.  Suggested that a UK&IE MPG DSS be applied for rather than use a market infrastructure one, eg ECLR as this no longer gives the market specificity.  Queried how the FR and AU markets are tackling this.
Follow-on (10): Co-chairs, to apply for a market DSS and consider how to document in UK&IE CA MP.
· (12) CA78 – Corporate Action Option Numbering
HSBC to contact HSBC Sydney to see if any other events give rise to inconsistencies.  

HSBC Sydney requested to raise this at the next Australian Custodial Services Association meeting to discuss any proposed market practice. No further updates.

HSBC noted concerns in the HK market too.  See agenda item 2.
On-going (11): HSBC
· (13) CA117 - Question from US NMPG regarding need for additional parties
NMPGs to check whether they have a similar need:


Information agent for merger and tender events


Depositary bank and Tender for tender events


Details needed are name, address, telephone, contact address, email.

No opposition from the global group to this need.  A change request for SR2009 will be produced by the US market. Originator of the request will be ISITC or DTCC
Group to consider local requirement for additional parties.
Complete.  No local business need, and would not oppose the change request.
· (14) CA118 - Discussion on 36B::QREC for events that have oversubscription and buy up options
The current proposal is to use 36B::QREC for oversubscription and buy up options in MT 565. In addition 22F::OPTF should be used in MT 564. 

NMPGs to provide feedback on this proposal for further discussion during April meeting. 

SWIFT to check whether Global doc specifies that QREC should be received in MT564.  

Group to provide feedback
Complete.  UK&IE CA MPG view – option code CAOP//OVER still required as the outturn may be scaled back.

In addition the group wish to see the global document brought up to date to reflect current MP on over subscription.
· (15) CA122 - Question received on the use on 22F::CONS vs. XMET
The [global] group discussed the need to clarify the definition and lift confusion about the usage of this event type. 

A proposal will be made to amend the current definition of Consent:

“Procedure that aims to obtain the consent of holders, without a formal general meeting, to a proposal by the issuer or a third party.”

The proposal to be prepared and submitted to NMPGs for review and feedback at the SMPG meeting in Paris. 

Agreement on the proposal will lead to the submission of a change request for SR 2009.
UK&IE CA MPG views:

· change of terms of a security is not an extraordinary meeting

· HSBC noted that the Broadridge steering committee agreed in September 2006 that a consent meeting is a corporate event not a proxy event.  Northern Trust also take this approach.  Fidelity have also received notification of a conference call.

Concluded that the ISO 15022 definition of CAEV//CONS should be amended.

HSBC to source examples for the forthcoming SMPG meeting
On-going (12): HSBC.
2
Feedback on SMPG CA WG telco 19th March 2008
Minutes posted on www.smpg.info.  Extract follows in italics
1. CAON Numbering market practice
After discussion, the group agreed on the following:

· Overall, the group continues to support the Market practice and feels that it is a move in the right direction to address the existing issues regarding inconsistent option numbers. 

· However, the issues of the timing and the cost/benefit ratio of its implementation are raised by UK/IE.  

· Bernard received new examples of corporate actions where the numbering scheme proposed in the market practice cannot be applied. These examples will be added to the issue log prepared by Sonda. All other examples received from the group will also be added to the issue log.

· A new item will be added to the Paris Global SMPG meeting agenda to discuss this situation.  Specifically, the group agreed to add a question to the NMPGs to obtain feedback on the implementation plans of their members for this market practice.

· SMPG will take this feedback into consideration and analyze the impact of the issues received on a November 2008 Implementation date.

At this meeting the group raised the following issue:
· When exactly will a decision be taken on implementation?
The one investment manager noted that vendor systems now are built typically able to respond at depot level, that is by account servicer.
3
Euroclear Message Working Group
LSE and HSBC will represent the UK&IE CA MPG at the the Euroclear Message Working Group.
4
Preparation for SMPG Meeting 23-25 April 2008
See working documents attached - and formal CA agenda 
<Paris 2008_Final_Agenda_MeetingInfo.doc>.
4.1
CA06.07 – EIG - Finish consolidated matrix for the date & period and rate & price information for the ‘global grid’
See attached file: 

<Consolidated_Feedback_EIG_Date_Period_Price_Rate_20071005_v1.xls>.
Task: validate the data elements for the events CHAN to DFLT to identify any UK&IE market specific data elements.
Note that the UK&IE review of the events preceding CHAN was carried out at the meeting of 21st November 2007, item 2.2.1.
· CAEV//CHAN Change. 

UK&IE – Record date RDTE should be optional depending on the type of change.  

Only ANOU Announcement and EFFD Effective dates are mandatory in the UK&IE market.  

The other four dates should all be optional.

· CAEV//SPLR Reverse Stock Split.  

UK&IE – Ex date XDTE would not apply in UK&IE market

Effective date EFFD required.
Rate NEWO is not correct, typically the ISIN (issue) does not change.
Is an SR2009 CR required for a reverse of rate ADEX (additional for existing), a rate of reduction for existing?

Action (13): HSBC, to raise at SMPG meeting.
· CAEV//BIDS Repurchase Offer.  OK.

· CAEV// BPUT Put Redemption.  OK.
· CAEV//CLSA Class Action.  OK with US requirements.

· CAEV//REDM Final Maturity.  

UK&IE – OK with single mandated date for maturity (redemption date).

Other dates, rates etc may apply locally depending on the type of redemption.

· CAEV//REMK Remarketing agreement.  OK.

· CAEV//PARI Pari Passu.  OK
· CAEV//DFLT Bond Default.  

UK&IE – Concern over mandating ANOU Announcement and EFFD Effective dates.
Comments on Events reviewed in November.
· CAEV//SPLF Stock Split.

UK&IE market does not require the ex date 98a::XDTE.  Effective date also required in UK&IE 98a::EFFD.

No problem with the ADEX/NEWO rate explanation – “ADEX when no ISIN change (depending on market) / NEWO when receiving new sec”

· CAEV//PCAL Partial Redemption With Reduction of Nominal Value. 
UK&IE previously no comment.  This meeting note that sometimes there is a change of ISIN in which case an ex date will be required.
RATE used to show the percentage of outstanding securities redeemed – see SMPG CA template.  UK&IE OK with this – the possible alternative PROR – pro-ration rate - applies to offers as opposed to redemptions.

4.2
CA116 Redemption Matrix 
See attached file: 

<Redemption Events Matrix DRAFT v1.2 1st feb 08.xls>
Task: define market practice usage and message examples for Redemption events, for example: PCAL, DRAW, PRII, PRED and the new SR2008 event CAPI Capitalisation -Increase of the current principle of a debt instrument without increasing the nominal value.  
UK&IE – Query what the column heading “Change in Nominal Value” really means.
UK&IE – One detailed comment – should Factors Applied be true for CAEV//DRAW and MCAL rather than n/a?
5
CA78 – Corporate Action Option Numbering
See previous action 12 and agenda item 2 of this meeting. 

6
CA78 – CORP Reference Numbering – Official Body: Euroclear and LSE
Previously ...
QUOTE
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.

UNQUOTE
Queried by the Market Data Providers how and when Euroclear will distribute the number.
Euroclear confirmed that they will include the official reference in their normal timescale of event notification.

7. ‘B’ Share Events – ISO15022 examples CA78 – Corporate Action Option Numbering LSE provided MT 564 announcements for the recent Stagecoach, Rolls Royce and Kelda events, with an additional ‘exotic’ event.

Current view of ‘B’ share events given from earlier meetings in 2007 ...

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.

At the meeting of 1st November 2007 the MT 564 Announcement templates supplied by LSE were reviewed by the group.  Events covered: KELDA and ROLLS ROYCE.
Full details to follow.

8.
CREST Stock Events Working Party, Registrars and Issuers
No change from the last meeting.. reported at 1st November 2007 meeting:

The three way meeting between the CREST Stock Events Working Party (SEWP) registrars and issuers, in the form of company secretaries, took place on 1st October.
The meeting was titled of ‘Understanding CREST’ and was held at Prudential’s offices.  
The initial focus was on the use of the automated functionality available in CREST, and currently under used, for example optional dividends.
Excellent and extensive feedback received (by Prudential and HSBC).

A follow-up meeting will be arranged for 2008

The program was as follows:

Introduction





Susan Henderson, Prudential


Overview of Crest Processes


John Clayton, Crest


History of Corporate Actions in Crest


David Farbon, Lloyds TSB Registrars

Corporate Actions from a Custodian’s Perspective

Christine Cartwright, HSBC and Stephenie Brock, HSBC

9.
AGC Update: PRII (Interest Payment with Principle) & Gio B3 

No change on PRII from the last meeting.
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 

The AGC meeting of 19th November 2007 looked at distribution involving options, and involving interim security (s).
In addition noted that the Giovannini Barrier 3 group recommend that events of this type should be linked/cross-reference.

10.
Hedge Fund Operations

No change from last meeting.

11.
Any Other Business

11.1
Capita and Registrars and UK&IE CA MPG + RegularDate of Meetings
Capita and other registrars have expressed an interest in joining the group.
This was welcomed.

As the registrars have a regular meeting on the second Thursday it was agreed that the group should henceforth meet on the third Thursday of the month.  This also helps those members who attend both the CA and Settlement market practice groups (the Settlement group meets on the second Tuesday of the month).

11.2
AGA Foods Capital Return Event
Definitive details not available as yet, however, in outline the event involves a return of capital via B or C shares and a consolidation/restructuring of the underlying holding.  The B and C shares are issued, however, they are not distributed/posted, and the election date is before the virtual distribution.  

The use of separate events was considered for the consolidation and return of capital.  However, as there will be no actual holding of the B and C shares as underlying for the return of capital the group concluded that a single event with an option each for B and C shares, and both options to include the restructure (debit of underlying, credit of new).
The similarity with the recent 3i event was noted and the group established that the same adviser is behind both events.  The group resolved to approach the adviser and inform them of the risk to the holder of running the event in this way.

Action (14): HSBC and BP2S
11.3
Spanish Meetings
Are meetings in Spain which include an attendance incentive notified as normal meetings?  Group consensus is that this is the case.
11.4
Benefit Percentage on Transformations
Euroclear requested feedback on their intention to apportion the consideration of transformed transactions in line with the ratio of outturn securities.
11.5
Funds Events
Details from JPMChase to be distributed to the group for consideration at the next meeting.  
11.6
Non Event Drips
Also noted that ‘non event’ Drips are offered by Capita as a ‘plan’.  Euroclear will issue an intermediate security for options.  Will LSE issue an ISIN for the interim security?

Action (15): LSE.
11.5
Change of Co-chair
Jo Thompson of JPMChase is to step down as co-chair for (happy) personal reasons, the next meeting will be her last.  Candidates invited.  Perrin Mistry of the LSE has stepped forward as a candidate. 
12.
Date of Future Meetings

The UK&IE CA MP Group meets at 10:00, monthly, on the THIRD Thursday of the month.  

The next meeting will be at 
10:00 on THURSDAY 15th May 2008 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, Bank and Monument
Draft Agenda

1)
Previous Minutes and Actions

2)
Feedback on SMPG Meeting 23-25 April 2008
Rolling Agenda Items – only if time permits this meeting.

3)
CA78 – CAON Option Numbering
4)
CA78 – CORP Reference Numbering – Official Body: Euroclear and LSE

5)
B’ Share Events – ISO15022 examples

6)
CREST Stock Events Working Party, Registrars and Issuers Elections

7)
AGC update: PRII (Interest Payment with Principle) & Gio B3

8)
Hedge Fund Operations

9)
AOB

13.
Actions Carried Forward

	Number
	Who 
	What 

	(1)
	Euroclear
	UK&IE Dutch Auctions

to consult the Stock Events Working Party [on whether the main difference between the UK&IE and US markets could reduced by the UK&IE market also quoting the maximum and minimum prices and increment, as well as all the options as supplied by Euorclear UK & Ireland]

	(2)
	LSE
	UK&IE Dutch Auctions

to provide example of Dutch Auction events with no minimum price.

	(3)
	Euroclear
	UK&IE Dutch Auctions

to explain how they would format Dutch Auction events with no minimum price.

	(4)
	SWIFTStandards
	‘B’ Share Events – ISO15022 examples
To document [‘B’ share events] using an MT 564 template.

	(5)
	BP2S
	Unit Trust Distributions

to produce a ‘strawman’ MT 564

	(6)
	Group
	Priority Offer Events in UK&IE

to produce sample templates for the event and the linked event, in order to ensure consistent implementation in the market

	(7)
	LSE
	Priority Offer Events in UK&IE

to provide a recent example

	(8)
	LSE
	Use of Price PRPP in DVOP Event

to supply further example events

	(9)
	HSBC
	Use of Price PRPP in DVOP Event

to research

	(10)
	Co-Chairs
	Implementation of REITS Dividends

to apply for a market DSS and consider how to document in UK&IE CA MP

	(11)
	HSBC
	CA78 CAON CA Option Numbering

to contact HSBC Sydney for similar examples of the issues 

	(12)
	HSBC
	CA122 - Question received on the use on 22F::CONS vs. XMET
to source examples for the forthcoming SMPG meeting 

Note, UK&IE CA MPG views:

· change of terms of a security is not an extraordinary meeting

· HSBC noted that the Broadridge steering committee agreed in September 2006 that a consent meeting is a corporate event not a proxy event.  Northern Trust also take this approach.  Fidelity have also received notification of a conference call.

Concluded that the ISO 15022 definition of CAEV//CONS should be amended.

	(13)
	HSBC
	CA06.07 EIG Consolidated Matrix

CAEV//SPLR Reverse Stock Split.  

Is an SR2009 CR required for a reverse of rate ADEX (additional for existing), a rate of reduction for existing?

To raise at SMPG meeting.

	(14)
	HSBC and BP2S
	AGA Foods Capital Return and Restructure Event
to approach the adviser and inform them of the risk to the holder of running the event in this way.  (The similarity with the recent 3i event was noted and the group established that the same adviser is behind both events.)

	(15)
	LSE
	Non Event Drips

To determine whether LSE will issue an ISIN for the interim security in the Capita non-event Drip ‘Plan’?
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