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UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON THURSDAY 19th FEBRUARY 2009
At Euroclear UK and Ireland
Attendees:

Citi

Jonathan Clinch


Equiniti

Peter Swabey

Euroclear

Alan MacAlpine


HSBC (IFS) & Co-chair

Stephenie Brock


HSBC (IFS)

Mark Adams


London Stock Exchange& Co-chair
Perrin Mistry

Pictet

Ellie Magee


SWIFT London

Tim Taylor 

Citibank Europe PLC, Dublin
Anna Marie O'Donoghue



and Robin Leary




both by telephone

Apologies: 


Bank of New York Mellon Corporation
Laura Hannan


BNP Paribas Securities Services
Mari Fumagalli


Fidelity

Aidan Devaney


Goldman Sachs

Nelson Derry


GSAM

Jonathan Mew


Invesco

Teresa Gregg


JPM Chase Worldwide Securities Services
Craig Parsons

JPM Chase Worldwide Securities Services
Nik Warhurst

London Stock Exchange

Julie Jackson


Merrill Lynch

Nick Whiteley


Newton

Lisa McCutcheon


Northern Trust

Simon Williams


UBS

Kevin Hazelden

Agenda

Draft Agenda

1)
Previous Minutes and Actions not associated with Agenda Items
Rolling Agenda Items.
2) B’ Share Events – ISO15022 examples

3) Priority Offer events in UK&IE
4) CAEV//SPLR Reverse Stock Split – Reverse ADEX
5) Virotec Event

6) Redemption/Conversion Qualifier under Date/Time Field
7) CORP Reference Numbering – Official Body
8) Rights not Distributed because of Domicile/Restriction
9) CA78 – CAON Option Numbering – proposal of 26th June 2008
10) Return of Capital

11) REITs Dividends and DRIPs

12) CA JWG Consultation Paper

13) Dates/Rates/Price/Periods Consolidated Matrix – CA06.07
14) Option Classification and Status – CA125
15) Elective Quantity Requirements – CA125
16) ISO 15022 – ISO 20022 Reverse Engineering

17) Euroclear Messaging Working Group

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

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

20) Hedge Fund Operations

21) AOB

Next meeting on THURSDAY 19th March starting at 10:00 and finishing at 12:00 at the London Stock Exchange.
1
Previous Minutes and Actions not associated with Agenda Items
1.1) Previous Minutes 
The reformat of the previous minutes was agreed – the action and agenda items have been combined to keep information about a particular item in one place, and the actions are numbered within agenda item.
1.2) Actions not associated with Agenda Items 
None

2
‘B’Share Events

LSE provided SSNS for some B share events, Stagecoach, Rolls Royce and  Kelda.

Background

‘B’ share events were discussed at 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 two or three types.
The B share events are typically differentiated by the election process:

· (1) Election PRIOR to the distribution date of your opted entitlement (options are to receive B shares, or Cash as Capital, or Cash as Income/Dividend), for example the Stagecoach event 

· (2) Split into 2 events – firstly a distribution of interim entitlement to B shares, then an event on the B shares where you can either elect to:

· retain B shares or

· to redeem them for cash as a dividend, and thus subject to taxation at dividend rates or
· to convert B shares into ordinary shares, for example the Rolls Royce event
· (3) Election AFTER distribution of Interim B shares, options are to:

·  retain your interim B share which will then become a full B share or
·  to receive Cash as Capital, or
·  to receive Cash as Income/Dividend), for example the Kelda event (plus most other companies

Noted that the form of the Rolls Royce event has changed again – the Option to receive Ordinary shares is via DRIP.

Action (3.1): SWIFT, to draft MT 564 templates, to follow-on from the work on priority events.

On-going (2.1).

The group is unanimous in the opinion that electing on the underlying shares causes processing problems, type (1).  The distribution of “interim B shares” on which an election can be made resolves this problem, types (2) and (3).

At earlier Meetings the group had established that the same advisor was behind two B share events (Aga Foods and 3i) where there was no interim distribution of “B” shares and holders had to elect on underlying Ordinary shares.  The group resolved to approach the advisor and inform them of the risk to the holder of running the event in this way.

LSE supplied contacts at DKW and established that the advisor would be happy to discuss with representatives from the UK&IE CA NMPG.
Action (3.2): LSE Awaiting response from DKW
Update at January 2009 Meeting – No Response received from DKW to Meeting.  LSE asked if Registrars would be able to influence timetable?

During the meeting there was some discussion surrounding the merits and disadvantages of distribution of Intermediate Securities including DRIP Rights

At present the registrars do not get this feedback – perhaps an opportunity Update at February 2009 Meeting – Given lack of response from DKW the action is closed.

Closed.
Action (3.3): Group to identify the parameters that determine whether a corporate action is treated as one event or two, including distribution of intermediate securities.
On-going (2.2).

Much discussion on this point.  Equiniti’s view is that the use of an intermediate security depends on whether the law firm advising the issuer have done an event like that before.  Although a limited number of law firms advise FTSE 100 companies (the ‘magic circle’ firms), there are many other law firms operating.  Feedback which demonstrate the difficulties in use of a non-distributed intermediate security is useful, from financial institution.  There are an increasing number of events using intermediate securities or ‘B’ shares.
The recent Clerkenwell and Westmount events used ‘B’ shares which were not distributed (see Perrin’s recent email for event details).  The use of ‘B’ shares was questioned as the event outturn was cash in the end.  Investment managers want consistency in the way events are run, if cash is the result, why not run as a return of capital or capital distribution?  Non-distributed ‘B’ shares are a difficulty as some account servicers use a temporary security identifier, which may be replaced at a later stage.  Euroclear UK&IE noted that they would go straight to the cash distribution.
Agreed that if there is a choice of outturns and ‘B’ shares are distributed then this should be via an RHDI event, otherwise a market practice should be agreed for events that go straight to a cash outturn that they are a capital return with no temporary security.  In any case it is better if the financial institutions and the CSD structure the event in the same way otherwise reconciliation breaks may occur.
There was enthusiasm for an overall classification of the event as ‘return of capital’ for example, with a further qualification of the detail of the event type if required.  This would simplify processing for financial institutions taking notifications from many account servicers.

Euroclear would support this approach as would Equiniti.
Action (2.3): Co-chairs, to table as an agenda item for the forthcoming SMPG CA WG meeting.

3
Priority Offer Events in UK&IE

Background

In the UK custodians use the priority event CAEV//PRIO for corporate actions announced as Open Offers/Entitlement Issues.  

At previous Meetings the group agreed that this event  

“can be run as two events in CREST following the introduction of entitlement securities in CREST.  The UK&IE market now endorse the use of RHDI to distribute the open offer rights if the Open offer is dematerialised and use EXERcise option”.
On 24th November 2008 an email was sent to the Group as part of the review of the SMPG Date/Rates/Price/Periods Consolidated Matrix Review to get feedback from the Group on Priority/Open Offers:

“At previous Meetings the Group has agreed that where an Open Offer entitlement is credited to Crest Accounts that the event should be processed a two events. 

The First Event being Distribution of Rights (:22F::CAEV//RHDI) with the Intermediate Security Distribution Type Indicator showing Open Offer Rights (:22F::RHDI//PRIO). The second event would be Priority (:22F::CAEV//PRIO).

I would like the Group to agree that in this case the CAMV code applicable could be CHOS on the Priority event (PRIO)(for the Open Offer)and that the following CAOP codes could apply (EXER,OVER,LAPS and/or NOAC)- similar to the options available on Call on Intermediate Security on the EIG GRID. 

Open offers have been announced by Royal Bank of Scotland, HBOS and Lloyds TSB Group and LSE Rules 5710 to 5733 are applicable to Entitlement Issues.
Pending decision HSBC requested SMPG to make an amendment to <Event Interpretation Grid & DvE SR2007 v4_11.xls>. The second UK&IE cell for event PRIO, VOLU, global grid was set to n/a until UK MPG arrived at decision. 

The SMPG view is that there is no reason why the local UK&IE practice for CAEV//PRIO should not be changed from a voluntary event to a mandatory event with choice of options, CAMV//VOLU to CAMV//CHOS, and suggest that the UK&IE NMPG summarise their approach for the SMPG.

Action (4.1): HSBC, to ask SMPG to update <Event Interpretation Grid & DvE SR2007 v4_11.xls>.
On-going (3.1).

Update January 2009 Meeting
Crest  bulletin < Corporate Actions Bulletin 655- Open Offer- Dec 08.pdf> was attached with the call for the meeting.
A member of the group recently comments 
"It seems the creation of an entitlements line by CREST even though there is no market facing trading rights line has caused some divergence among custodians with some following the CREST model and others disregarding it. Obviously consistency is our shared goal and to that end I hoped this recent development could come into scope the next time the MPG meet.  To this end I was wondering if it was possible to get feedback from the group on how different custodians are approaching open offers in the UK?"

Prior to the Meeting in January Co-Chairs had approached the Euroclear Message Working Group to find out which CAEVs would be used by Euroclear on this event and had learnt that CAEV//RHDI and CAEV//EXRI  for the second event could be used as they understand that is the way  the issuer agents have set up the event. 

Equiniti noted that the Lloyds event has Distribution of Subscription Shares and Exercise Rights elements.

The group noted that there are four ISO 15022 event types which have very close definitions which could be used to convey corporate actions announced as a Rights Issue or as an Open Offer processed as one or two events (CAEVS – RHTS, PRIO, RHDI, EXRI). Clarification may be needed from SMPG on Global Usage of these CAEVs.

The consensus at the January 2009 meeting was that where there is a distribution of intermediate securities on Open Offers/Entitlement issues it should be   conveyed using two events. 

CAEV//RHDI with 22F::RHDI//PRIO as First Event and (CAEV//PRIO) event on the intermediate security as the second event. This was still the consensus at the Meeting in January.  

Equiniti stated that they would be happy to go with the market consensus for this and similar events.

So far CREST have run the Lloyds event as a distribution, one factor being the security upon which claims are raised – typically the underlying, but depending on the ratios sometimes the intermediate security.  Noted that the over subscription is a separate intermediate security rather than a separate option, see the CREST bulletin for details.  The driver is the full underwriting of the event by HMG, they want all holders to have the opportunity to oversubscribe.  It is also simpler for the issuer agent if oversubscription is carried out with a separate intermediate security.

Action (4.2): CREST/EUI, to confirm this interpretation.

Complete.  EUI confirmed the interpretation.
Euroclear consider it likely that this model will be followed in future.  If so the group are concerned that the UK&IE template for the event would be different from other markets.  For example in the Groupo Santander event oversubscription was an option and not a separate security and thus separate event.

One outcome of this is that oversubscription may be automated and the process used in other markets where oversubscription is currently processed manually.

Action (4.3): Euroclear, to follow-up with others in Euroclear Group

On-going (3.2).

Action (4.4): LSE, to source the original prospectus for the Lloyds event and SWIFT to distribute.

Complete.
Update February 2009 Meeting

Noted that for the Australian non renounceable rights the AU market uses the rights as one event type (RHTS).  CREST distribute a non-tradable interim security with a QQ ISIN in order to process documentary claims.
Action (3.3): HSBC, to give the UK&IE view on similar events to the AU CA MPG and see if harmonisation is possible.

4
CAEV//SPLR Reverse Stock Split – Reverse ADEX
Group discussed where Rate qualifier NEWO is correct where the ISIN (issue) does not change and whether a new qualifier (Reduction of Existing ) the opposite of ADEX was required.

HSBC, raised at SMPG April 2008 meeting.  The SMPG consensus is that NEWO is used – the whole balance is debited and the new quantity rebooked.

There is always a change in ISIN for a GB/IE incorporated company for Reverse Stock Split event and Effective rather than XDTE applies. However, some foreign incorporated companies do not change ISIN for 
Reverse Stock Splits. If these events are marked EX on the home Exchange then LSE could mark them EX if traded on LSE.  
The LSE queried how Euroclear will be able to process transformations without such a code.  Understood that if there is no change of ISIN, then Euroclear will process via a dummy ISIN, in which case NEWO is appropriate.
HSBC, reported no recent occurrence of these types of event in the French market.
HSBC, reported that the Japanese market uses CAEV//SPLR with no change of ISIN.

Update January Meeting – On recent corporate action AIM Resources there was no change in ISIN. 

Action (5.1): Euroclear, to check whether it had any processing issues on this corporate action.

Complete.  EUI confirmed that the event was processed like a partial redemption.

Update February Meeting – EUI added that if there was no change of ISIN and no change of name, then they would go to a dummy ISIN and back.  Noted that for the AIM event the rate of the reverse split depended on the holder [in what way?]. 
Equiniti noted that in the UK registrars run these events like partial redemptions.  At CREST this may be effected by  a negative ‘REG’ transaction at CREST to reduce the holding.  This leads back to the original subject of the item – the requirement for the opposite of an ADEX rate.







5
Virotec Event
LSE submitted SSN on Virotec – a complex corporate event – and asked the Group on how to convey the information in MT564.
Group, to look at their messages for this event and discuss at future meeting whether structured codes in narrative is adequate or whether new Indicators/Qualifiers are required to convey

(“…up to a maximum of…” ) and quantity expressed as a monetary value (“up to an aggregate amount of £”..) as there are no indicators for this at the moment and these fields to apply to other corporate events.
Action (6.1): Group, to agree.  <VIROTEC.pdf> distributed previously.
Update – not addressed at January 2009 Meeting 
Update February Meeting – Complete.

Follow-on (5.1): LSE, to prepare a change request for SR 2010.

6
Redemption/Conversion Qualifier under Date/Time Field
Background

Under SR2009/2010 Change Requests of Date/Rates/Price/Period Fields SMPG proposed to delete qualifier Redemption (REDM) under Date/Time Field.  

LSE asked for REDM qualifier to be retained and submitted examples of corporate actions where dates for election deadline, Redemption date and Redemption proceeds dispatched are announced as different dates.  

CAEV –OPTIONAL REDEMPTION (BPUT) NEW STAR RBC HEDGE 250 IDX EXCH TRADED SECS SSN 87/2008/1,2&3

	3RD March 2008
	Election Deadline Date

	30TH June 2008
	Calculation Date of NAVs on which Redemptions based

	1ST July 2008 
	Redemption date

	29TH August 2008
	Redemption proceeds despatched on or around (earliest date)


CAEV –OPTIONAL REDEMPTION (BPUT) GARTMORE GROWTH OPPORTUNITIES SSN 84/2007/10

	21ST August 2008
	Election Deadline Date

	18th September 2008 
	Redemption date

	25th September 2008
	Redemption proceeds despatched on or around (earliest date)


It is useful to be to show Conversion or Redemption Date on the monthly and quarterly optional conversions and optional redemptions where the conversion ratios/redemption rates are not announced until a couple of months after the election deadline as the events run into each other.  

At meeting of 19th June 2008 SMPG rejected the request stating that Pay date covers Redemption and suggested that two movements should be used for a redemption where the stock and cash movements are not simultaneous. SMPG insist that PAYD is the date qualifier to use where this occurs.

REDM has not been retained according to then draft 2010 EIG spreadsheet.
Update – Following SMPG rejection to retain Redemption Qualifier the Market Data Providers User Group (MDPUG) have added a new Principle under the 2008 Release to agree to use Effective Date (EFFD) to convey the Redemption or Conversion Date on Redemption or Conversion corporate actions where Election Deadline, Conversion/Redemption Date and Pay date(credit of cash or shares) are announced by the Issuer as different dates. The reason for this is under MDPUG Principles the Group do not show Debit under Securities Movement Block in their messages and the SMPG insist that two movements should be used.

Action (7.1): Group, to decide whether to adopt MDPUG Principle as a  national market practice 
On-going (6.1), no definite conclusion at the February meeting.






Action (7.2): Euroclear/Issuer Agents, to provide feedback on whether pay dates and 2 movements is adequate for the increasingly complex monthly and quarterly conversions and optional redemptions announced in UK 
Update – not addressed at January 2009 Meeting 

Update February Meeting – 

On-going (6.2), no definite conclusion at the February meeting.

Noted that custodians are unable to take stock out of an account until the cash is received (after the redemption date typically), whereas CREST makes the debit sooner, causing reconciliation breaks.  
LSE and CREST set up a new ISIN [intermediate ?] for each event.

Investment managers noted that not all custodians send out reminders for ‘ad hoc converstaion opportunities’, instead agreeing a standing instruction.

Action (6.3): HSBC, to revert to SMPG, including the Clearstream view [? please expand].
7
CORP Reference Numbering – Official Body
Background

Agreed, as a first step, that Euroclear would 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.

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.

At a previous meeting LSE raised the possibility of issuers/registrars supplying the official reference number as Registrars are the Issuer Agents in UK. The number could be included in formal documents and company announcements of the corporate event in the same manner as new ISINs and Member Account IDs related to a corporate action are currently announced.  This would also resolve the problem of residuals.

To be raised at the custodians corporate actions forum on 5th December, also attended by registrars.

Update January 2009 Meeting

The issuer agents confirmed they are happy for Euroclear to retain the responsibility of issuing the COAF. In the UK&IE the three main issuer agents have agreed to this process. 
Euroclear confirmed their Group policy to issue the official reference.  Noted that when funds start to move to the CREST platform next year, joining equity, bond and money market instruments, then all but ‘residual’s ie non-CREST eligible securities would be covered.

Euroclear provided the following information on how the official reference will be formatted.

Corporate Action References generated by Euroclear Group entities are formatted as follows:

characters 1 to 3
- Euroclear Group entity code, see list below

characters 4 – 5
- two digit year

characters 6
- single character month code, using numerals 1 to 9, A, B & C

characters 7
- single character day code, using numerals 1 to 9 and characters A to V

characters 8 – 16
- unique numeric reference.

The codes used for Euroclear Group entities are as follows:

EBX
- Euroclear Bank

EBE
- Euroclear Belgium

EFX
- Euroclear France

ENL
– Euroclear Netherlands

EUI
- Euroclear UK & Ireland

As noted previously this means that the market data providers are likely to have to reissue events they have announced before Euroclear has issued the COAF. Euroclear UK & Ireland receives cash dividends notification via exchange/market data provider as opposed to the issuer/registrar.

Residuals?  Equiniti do not have many.  What about the other registrars? 
Action (8.1): HSBC, to update group on SMPG CA WG telco of pm 15th January regarding the letter to EU on COAF.

Complete.  

Follow-on (7.1): SWIFT, to distribute the letter.
8
Rights not Distributed
Background

In some cases rights are not distributed because they are not available to all domiciles.  

LSE submitted SSN on Anglogold Ashanti In the UK only qualified shareholders could participate in the rights with the entitlement of all other UK shareholders sold with such holders receiving Cash Proceeds.”

Can also occur on ADRs and GDRs where Depository may send out notification of sale of Rights proceeds as cash dividend .  
How should this be formatted?  Also Noted that the current EIG GRID does not allow a Cash Option under CAEV RHDI.
LSE commented ...
“It is possible that this issue may be catered for under the new Option Numbering Proposal /2009Change Request relating to Holder Domicile requirements/non domicile requirements but need to check whether it covers UK/EU countries. 

Also Noted that the current EIG GRID does not cater for Cash Option. 

Update – not addressed at January 2009 Meeting 

Update February 2009 Meeting

Action (9.1): Group, to agree where the Rights are not distributed but sold with holders receiving Cash whether SELL option should be used
On-going (8.1), no definite conclusion at the February meeting.  

Some custodians use narrative to indicate this.

Some registrars identify the event as a cash dividend.  For the registrar the outturn options depend on the address of the shareholder.

EUI noted that in the case of an Australian Depository Interest the Australian registrar will not distribute the rights to all shareholders.

Action (9:2): HSBC. to raise at next SMPG Meeting/telco.

On-going (8.2), next SMPG CA WG telco scheduled for the afternoon of 19th March.  

9
CA78 – CAON Corporate Action Option Numbering – Review of New Proposal
Background

Overall the group view is that the new simplified proposal has some merit over previous proposal. 

HSBC (IFS) consulted their larger clients and summarised feedback as a trade off between the effort required to implement the proposal and the clarification it would bring.

Essentially an option number versus a number of parameters defining the option.

Option numbering is still inconsistent and applications are sold on their ability to combine notifications from different sources.

HSBC (IFS) queried whether this is the time for a significant rebuild given that ISO 20022 is approaching and the current economic climate is deteriorating.

Information on any proposed implementation timescale would be welcome.

The impact on elections must be understood and whether ISO 20022 will adopt this approach.

At the meeting of 11th September 2008 the group agreed with the following comments from JPMChase:
“The proposal doc looks as though the various custodians/depositories should review and come up with, on an event by event basis, the data that should be included for each option within an event type.  There will be events that make this difficult.  In terms of impact that will depend on whether CAON is removed, we adopt the mandatory new fields and whether the new optional are adopted by the many users to actually make it work.

The examples provided are not varied or over complex. It would be good to see more complex examples to see how this proposal will work.”
The group also recommended that any MP for options should be put forward for SR2010 rather than SR2009.

The group considered that systems now scrub by many option attributes including the number, and that as systems providers have made this investment, then the cost/benefit case for the implementation of an option numbering market practice is harder to make.

The proposal was to be discussed again at the SMPG January 2009 telco.

Update January 2009 Meeting this was discussed with no conclusion.
Update February 2009 Meeting

Action (10.1): HSBC, to update group on SMPG CA WG telco of pm 15th January.

Complete.  See www.smpg.info for the minutes of the 15th January telco and the updated proposal.

The initial group view is that this is an improvement.
Follow-on (9.1): SWIFT, to distribute the latest option proposal.
10
Return of Capital
Background

LSE have submitted a CR for SR2009 on behalf of the UK&IE CA MPG for either a new CAEV of Capital Return or amend the definition of an existing CAEV capital return event.  

SMPG CA WG requested that UK&IE CA MPG to draft a strawman Return of Capital ‘matrix’ in the style of other EIG matrices.  This is to clarify the differences between the events which can be generalised as Return of Capital.

Noted that Issuers may use a number of mechanisms to return capital to shareholders. The following existing CAEVS describe some of the mechanisms:

CAPG -
Capital GainsDistribution
DECR -
Decrease in Value

SHPR -
`Shares Premium Dividend

DVCA -
Cash Dividend, used as a special dividend (combined with share consolidation)

BONU or RHDI followed by buyback (BIDS) or redemption (REDM) – here holders may be given a choice to receive return as Income (Dividend) or Capital (BIDs or REDM) or defer payment date
Initial announcement of the corporate event may be as “return of capital” with no information about the mechanism making it difficult to select correct CAEV. Also sometimes the mechanism used by Issuer may not fit the definition of any of the above existing CAEVs.

Parameters to be used CAMV – MAND or CHOS with CAOP of CASH. SECU may apply where holders can defer the capital return pay date. 
May be treated as 1 or 2 or more linked events 

Co-chairs, to produce a strawman for the 11th September meeting

Complete.  The co-chairs have struggled with the concept of a matrix to describe the events.  The message maintenance working group acknowledged the business need for an event to indicate a straight forward return of capital.  SMPG have been tasked to resolve the issue.

See also minutes on change requests III.4 and III.36 (when available).

III.4

“The group acknowledges the business case and the need to define a solution in the standard to announce this type of CA event. However, the group does not favour the creation of a generic Return of Capital event that could be further characterised at a later stage. The creation of such an event could open the door to the creation of other “bucket”/generic event types that would dilute the precision and efficiency of the standard and would go against the global objective to improve STP.

The group agrees to reject the change request for now and to submit the topic to the CA SMPG. The SMPG will describe the business processes underlying this type of CA event and all the possible communication scenarios. Based on the conclusions, a new CR may be submitted for SR2010.”

III.36

“The change of definition of event CAPG is rejected. However, the business need is accepted. To respond to the business need the group links this change request to item III.4. The definition of a single return of capital event proposed above will be discussed at the SMPG, with the objective to submit a new change request for SR2010.”

Update – not addressed at January 2009 Meeting 

Update February 2009 Meeting

It seems that there are a number of event types for returns of capital, and yet not all structures are covered.
The co-chairs proposed that return of capital events are formatted as though the UK&IE proposal is in place and undertook to put together an example solution.

Action (10.1): Co-chairs.
11
REITs Dividends and DRIPs
Background

Question raised by LSE on how to convey DRIP Message for a REIT Company announcing PID and NON PID dividends with same record, Ex and Pay dates as the DRIP rate on SECU option may apply to the combined rate of PID and NON PID payments.

Previously the Group agreed that an ordinary dividend (Non PID) and a REIT dividend (PID) are announced as separate events. 

Update at January Meeting 

Equiniti view DRIPs on REITs as the same as DRIPs on cash dividends (DVCAs).
In the Euroclear model for the five markets an interim security is required.  

The parameters that determine whether one event or two must be identified.
Update at February Meeting 

The Equiniti view on PID and non-PID [Property Income Distribution?] is that they are two separate payments and either may be paid net or gross, thus they are two cash dividends (DVCAs).  Now, when a DRIP is also announced by the company should this be two DRIP announcements?
HSBC process as one DRIP for both PID and non-PID.

Equiniti noted that a DRIP is not a dividend, it is what you do with it and if the cash outturns are invested separately there may be residues which would not occur if invested together.  The residues may be sufficient to purchase an extra share.  Registrars want to amalgamate the amounts and invest once.
However, SMPG has DRIP as a separate event and not an option (any longer).

It is also important to note that a DRIP may not be offered by the company, but by the registrar as part of their service.

Equiniti consider that a company DRIP offer should be in the announcement.  The LSE view is that Registrars should encourage Issuers to include this information in their announcement and to announce the Drip election deadline as set out in the LSE Dividend Procedure Timetable (copy attached).
Action (11.1): Equiniti, to check the timetables as this information should be in the final documentation.
12
CAJWG Consultation Paper

Background

HSBC have talked to the BBA who, as UK MIG representative, have coordinated the UK response.  Those in this group who had seen the draft response agreed with the content.  Deadline for MIG comments is 19th December.
HSBC circulated to the group.
Update at January Meeting

Noted that there are different views on transaction management – Austria have opted out and the French are not in favour.

The registrars / issuer agents are happy with the response submitted on behalf of the UK by John Clayton of Euroclear.

A follow-up meeting was held on 19th January.  The UK seem to be represented by Euroclear, Frank Slagmolen.  The resulting consultation document caused some 'consternation' and Edwin DePauw of Euroclear has gone back to Werner Frey with his comments.  HSBC have also responded with theirs in support of those of Edwin DePauw of Euroclear.]

The T2S CA working group is chaired by Paul Bodart of BoNY, at present registrars have not been invited to attend.  Euroclear understand that the they are represented by Didier Hermans 

Update at February Meeting

The claims and transformation papers have come out.  There are two issues: hard linking from the claim to the underlying transaction; and the transformation of unmatched transactions.  All to be discussed on 6th March, amongst the attendees are expected: Edwin DePauw of Euroclear; Mark Thomas of Citi; and Mike Collier of UBS (and sometime CREST).
13
Dates/Rates/Price/Periods Consolidated Matrix – CA06.07
HSBC have supplied the UK&IE comments to SMPG.
14
Option Classification and Status – CA125
Background

Action (15.1): Group, to give feedback whether they should be mandatory or optional. 

If mandatory, all the possibility given today should be available. That is,

· for Option Classification: Issuer, Depository or Intermediary Announced

· for Option Status: Active, Inactive or Cancelled

If Optional, Issuer for Option Classification and Active for Option Status will be implicit and the codes available will be:

· for Option Classification: Depository or Intermediary Announced
· for Option Status: Inactive or Cancelled

Update at February Meeting

Complete, the group are happy with both proposals
15
Elective Quantity Requirements – CA125
Background

Action (16.1): Group, to give feedback whether they should be mandatory or optional.
On-going (15.1)
16
Reverse Engineering ISO 15022 --> 20022
Not addressed at January 2009 meeting

A straw poll of the group varied from: 

· those with no ISO 20022 team, 

· those with a team to investigate the business case and 

· those planning to ready to offer ISO 20022 for 1Q2009 and CAs and S&R for pilot 3Q2010.

Client feedback is mixed, a proportion consider that their investment in ISO 15022 has been beneficial and see no reason to move away from it.

See also <CA_Reverse_Engineering_Status_03102008.ppt> on www.smpg.info 

Update at February Meeting

The ISO 20022 messages are now with the Standards Evaluation Group (SEG), the LSE and Euroclear are taking part.
17
Euroclear Message Working Group
Not addressed at January 2009 meeting

The cost of CCI implementation for SPC should be balance against the eventual cost of migration to ISO 20022.

Fields to be used are documented in the so-called ISO DEX available on the Euroclear website.
QUOTE.

The link to the DEX can be found by following the link: Euroclear SP DEX v1  If this does not work (you may need to be signed into the website before the link will work), you follow the route on the website:

Home / Euroclear UK&I / Initiatives / Single Platform / Common Communication Interface / Operational Documentation (on left panel)  

The DEXs can then be found at the bottom of the page. 

Note that the full service equivalent is due to be published this June.
UNQUOTE.

The Euroclear intention is that the messages will use a subset of those in the ISO 150022 Standard.

Meetings held on 14th August, 9th October, 4th December 
A syntax validation document is due in 2Q2009.

Testing will begin in 3Q2009.

Update at February Meeting

Action (18.1): Co –Chairs to distribute the minutes when available.

On-going (17.1)
Any further meetings will be by conference call.  Information is also available on the Euroclear website ‘SPIF’ the Single Platform Information Forum.
Action (17.2): Euroclear update at the next meeting.

18
CREST Stock Events Working Party, Registrars and Issuers
Background

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

Reported at the meeting of 21st August 2008  that Euroclear UK & Ireland and Prudential are making plans for a further meeting of registrars, issuers and custodians, one year on.
Not addressed at February 2009 meeting

19
AGC Update: PRII (Interest Payment + 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.

Not addressed at February 2009 meeting

20
Hedge Fund Operations

Not addressed at February 2009 meeting

21
Any Other Business

21.1
SR 2010
The deadline for changes for the SWIFT Standards Release in 2010 is 30th April 2009.  Changes to be forwarded to the SWIFT UK Ltd secretariat (at APACS) by this date.  

21.2
Offers for Subscription
An example of a Repurchase Offer with a Mix and Match facility provided through a Subscription Offer was submitted by LSE to find out if any of the participants send out notifications of subscription offers and which CAEV is appropriate.

Action (21.1): Group , to consider for the next meeting.

http://www.investegate.co.uk/Article.aspx?id=20080801070000P9E63
21.3
Income Tax
Citi asked for views on how to indicate income tax as opposed to income or corporation tax, what qualifier should be used?
Action (21.2): Group , to consider for the next meeting.

21 Date of Future Meetings

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

10:00 on THURSDAY 19th March 2009 at 
London Stock Exchange,
10 Paternoster Square,
London
EC4M  7LS
To confirm attendance please contact: Tim Taylor tim.taylor@swift.com.  
Telephone 020 7762 2023.    

Nearest Underground station is St Pauls
Draft Agenda

22 Previous Minutes and Actions not associated with Agenda Items
Rolling Agenda Items.
3) B’ Share Events – ISO15022 examples

4) Priority Offer events in UK&IE
5) CAEV//SPLR Reverse Stock Split – Reverse ADEX
6) Virotec Event

7) Redemption/Conversion Qualifier under Date/Time Field
8) CORP Reference Numbering – Official Body
9) Rights not Distributed because of Domicile/Restriction
10) CA78 – CAON Option Numbering – proposal of 26th June 2008
11) Return of Capital

12) REITs Dividends and DRIPs

13) CA JWG Consultation Paper

14) Dates/Rates/Price/Periods Consolidated Matrix – CA06.07
15) Option Classification and Status – CA125
16) Elective Quantity Requirements – CA125
17) ISO 15022 – ISO 20022 Reverse Engineering

18) Euroclear Messaging Working Group

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

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

21) Hedge Fund Operations

22) AOB

21 Actions Carried Forward

	Number
	Who 
	What 

	(2.1)
	SWIFT
	‘B’ Share Events – ISO15022 examples
to draft MT 564 templates, to follow-on from the work on priority events. 

	(2.2)
	Group
	‘B’ Share Events – ISO15022 examples
to identify the parameters that determine whether a corporate action is treated as one event or two, including distribution of intermediate securities.

	(2.3)
	Co-chairs
	‘B’ Share Events – ISO15022 examples
to table as an agenda item for the forthcoming SMPG CA WG meeting ...

... an overall classification of the event as ‘return of capital’ for example, with a further qualification of the detail of the vent type if required.  This would simplify processing for financial institutions taking notifications from many account servicers.

	(3.1)
	HSBC
	Priority Offer Events in UK&IE

to ask SMPG to update <Event Interpretation Grid & DvE SR2007 v4_11.xls> – CAEV//PRIO to be changed from a voluntary event to a mandatory event with choice of options, CAMV//VOLU to CAMV//CHOS.

	(3.2)
	Euroclear
	Priority Offer Events in UK&IE

to follow-up with others in Euroclear Group [on over-subscription for priority offers]

	(3.3)
	HSBC
	Priority Offer Events in UK&IE

to give the UK&IE view on similar events to the AU CA MPG and see if harmonisation is possible.

	(5.1)
	LSE
	Virotec Event

to prepare a change request for SR 2010.

	(5.1)
	Euroclear
	CA06.07 EIG Consolidated Matrix – Reverse ADEX

to check whether it had any processing Issues on this corporate action.

	(6.1)
	Group
	Redemption/Conversion Qualifier under Date/Time Field

to decide whether to adopt MDPG Principle as a  national market practice

	(6.2)
	Euroclear/issuer Agents
	Redemption/Conversion Qualifier under Date/Time Field

to provide feedback on whether pay dates and 2 movements is adequate for the increasingly complex monthly and quarterly conversions and optional redemptions announced in UK 

	(6.3)
	HSBC
	Redemption/Conversion Qualifier under Date/Time Field

to revert to SMPG, including the Clearstream view [?please expand].

	(7.1)
	SWIFT
	CORP Reference Numbering – Official Body

to distribute the letter from SMPG to EU on COAF

	(8.1)
	Group
	Rights not Distributed because of Domicile/Restriction
to agree where the Rights are not distributed but sold with holders receiving Cash whether SELL option should be used

	(8.2)
	HSBC
	Rights not Distributed
to raise at a future SMPG telco 

	(9.1)
	SWIFT
	CA78. CAON Option Numbering Proposal

to distribute the latest option proposal.

	(10.1)
	Co-chairs
	Return of Capital

to put together an example solution.

	(11.1)
	Equiniti
	REITs Dividends and DRIPs

to check the timetables as this information should be in the final documentation.

	(15.1)
	Group
	Elected Quantity Requirements – CA125
to give feedback whether they should be mandatory or optional.

	(17.1)
	Co-chairs
	Euroclear Message Working Group

to distribute the minutes when available.

	(17.2)
	Euroclear
	Euroclear Message Working Group

to update the next meeting with details of the Euroclear website ‘SPIF’ the Single Platform Information Forum.

	(21.1)
	Group
	AOB – Offers for Subscription
to consider for the next meeting – see above for URL to the details.

	(21.2)
	Group
	AOB – Income Tax
to consider for the next meeting - how to indicate income tax as opposed to income or corporation tax, what qualifier should be used?.


===================== END OF DOCUMENT ======================
�What is the difference between type 2 or 3?








UK&IE CA MPG mins 20090219 v1-0.doc

1 of 24

[image: image2.png]


_1043760191.doc
[image: image1.png]






