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UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON THURSDAY 9th AUGUST 2007
Attendees:

Bank of New York Mellon Corporation
Laura Hannan


BNP Paribas Securities Services
Jorge Martins

GSAM

Jonathan Mew


HSBC (IFS)

Stephenie Brock


JPM Chase Worldwide Securities Services
Joanne Thompson 

& Co-chair


JPM Chase Worldwide Securities Services
Craig Parsons

London Stock Exchange

Perrin Mistry

Northern Trust

Roland Hamadyk



Kristy Norris

SWIFTStandards London

Tim Taylor 
Apologies: 


ABN Amro

Duncan Shepherd


BNP Paribas Securities Services
Mari Fumagalli

Citigroup

Will Monteen

Co-chair

Norman Evans 


Euroclear

Alan MacAlpine

Goldman Sachs

Nelson Derry

Invesco

Teresa Gregg


London Stock Exchange

Julie Jackson 

Morgan Stanley Investment Management
Tim McFarlane

UBS

Eamon Walsh

Agenda

1)
Previous Minutes and Actions

2)
Feedback on ISO 20022 Business Justifications on Corporate Actions

3)
Rates, Dates, Periods and Prices for CAEV//PPMT
4)
US Bulk Proposal

5)
Review of Market Claims and Transformations ISO 20022 Business Justification with comments

Rolling Agenda Items – only if time permits this meeting.

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)
PRII (Interest Payment with Principle) – AGC update

10)
AOB

Next meeting on Thursday 27th September 2007 starting at 10:00 and provisionally finishing at 12:00.
1 Previous Minutes and Actions
1.1) Previous Minutes 
Various actions to be tracked from the Review of SR2008 Common and CA Maintenance Requests:
· Action (10) required on SR2008 CR III.7 - input also required from funds specialists (UK Funds MPG)
· Action (11) required on SR2008 CR III.14 - input also required from ICSD.
· Action (12) required on SR2008 CR III.21 - input also required from FR MPG
· Action (13) required on SR2008 CR III.27 - input also required from Euroclear UK & IE
1.2) Actions
· (1) CA72 – Hedge Fund Operations.  SMPG would like further analysis.

GSAM, to pass contacts to SWIFTStandards.
GSAM prime brokerage contact is Ben Bardner.  GSAM happy to present to the MPG on why and where ISO 15022 corporate actions should be used in the PB business
On-going (1): GSAM & co-chairs, to agree which MPG meeting GSAM PBs to attend.
·  (2) CA82 – Mulitiple Underlying Securities
Co-chairs to request Euroclear for an example event that is not a warrant attachment.
Complete.  Email sent to Euroclear on 23rd July 

·  (3) Feedback from SMPG CA WG Telco 20070621
Note under “Review NMPGs' feedback on Date&Period and Rate&Price information (CA06)” that the Installment call event, CAEV//PPMT has been reassigned to UK&IE.  Feed back required by 23rd August.  

Group to tackle at the next meeting.

Complete.  See item 3.1 of this meeting.

· (4) Feedback from SMPG CA WG Telco 20070621
“SWIFT requested that the EIG be looked at by all NMPGs and that NA (Not applicable) be indicated for every row, ie, individually for every event where they can occur as MAND, VOLU or CHOS on the global grid, eg, the South African country specific part of the EIG.“
Group to address at the next meeting.

Complete.  See item 3.2 of this meeting.

·  (5 & 6) ISO 20022 Business Justifications on Corporate Actions
(5) Group to review within their institutions and respond to the co-chairs by week ending 27th July.  An actual response is requested in this case.

Complete.

(6) Co-chairs to give feedback to UK TSC chair.

Complete.

The comments posted by Pip Evans of Barclays (one of the two UK members of the ISO 20022 Registration Management Group) to ISO:

QUOTE

UK Comments

Specific comments received regarding S&R

a.  Statement of holdings (MT535) should already be covered in ISO 20022 by CustodyStatementOfHoldings.

b.  The ISO20022 StatmentOfInvestmentFundTransactions message should be considered for the statement of transactions (MT536).  Does it offer the required functionality?  If it doesn't the deficiency should be addressed by maintenance of the existing MX message rather than the addition of a separate message.

c.  Note that the associated cancellation messages also exist, although request messages are not provided currently, and will still be missing after the 2007 release

The following represents the combined view of the UK & IE NMPG for S& R and CA.

1.  The BJ encompasses most of the our key concerns on developing the ISO20022 suite of S & R  and Corporate Action messages whilst limiting the impact on current ISO15022 users.

2.  As a market practice group our main concerns are that we achieve the same levels of STP, do not have differences of functionality between the two ISO standards and both messages are maintained to meet the needs of the securities industry.  The paper covers these concerns.

3.  Having been through the experience of the ISO7775/15022 transition and a period of coexistence, the group recommends that no changes are applied to the new ISO20022 messages in the latter stages of ISO15022/20022 coexistence in order to limit the amount of development work in this period of changeover.

4.  We would like to see emphasis of the point referring to SMPG enhanced so that, rather than SMPG market practices being 'considered' it reads, - ensure that the global market practices defined by the Securities Market Practice Group (SMPG) are adhered to during the process.  The thinking behind this is that a considerable effort has been put into these definitions over the years and such wording shows a stronger intent to apply these.

5.  An institution feels that the Giovannini harmonisation initiative is not a valid justification for the reverse engineering of 15022 and the development of 20022 as the current targets for Barrier 1 can still be achieved by using 15022. However, this is not the view of the Market Infrastructure who have already raised Business Justifications to the ISO20022 Registration Management Group for Market Claims and Automatic Transformation, and Issuers' Agents communication for Corporate Actions where ISO15022 is not considered 'fit for purpose'.

6.  An institution expressed concerns at the cost of Market infrastructures adopting both ISO 15022 (temporarily) and ISO 20022, the cost of migration for current users of ISO 15022 (ROI) and the cost of coexistence.

UNQUOTE

· (7) 45 Day Rule on AU Stocks
Group, to consider if SR2009 Change Request should be raised.  

Complete.  CR not needed at this stage.  Monitor view of AU CA MPG.

Follow-on (2): HSBC, to monitor view of AU CA MPG via HSBC in Sydney.
· (8 & 9) UK&IE CA MPG Participation in Euroclear ISO 20022 Modelling Group for Claims
Invitation from Kevin Wooldridge of Euroclear for a representative of the UK&IE CA MPG to take part in the modelling stage of the ISO 20022 development of claims, coordinated by Euroclear.

(8) JPMChase, to request meeting schedule before going further.

Complete.  Euroclear advise the following:

QUOTE

Generally, we are expecting 2-3 meetings of 1-2 days each, probably starting in late September with follow-ups in November and December.  Thereafter, members of this first group would be expected to help the work through the next stage by being available for a similar global meeting before submitting the messages to ISO.  Venue will hopefully be London in all cases. 

Alan Bredin from Euroclear will be forming the team over the next month or so, and will look at likely dates for a start.  Once he has a quorum of likely names, he'll get in touch with you and you can make a firm decision then. 

UNQUOTE

· (9) Group, to consider availability for participation.

Complete.  Post Meeting Note, see the following sent by co-chair to Kevin Wooldridge of Euroclear.

Stephenie Brock will be the representative from the UK&IE Corporate Actions SMPG group.  Please note that Stephenie has annual leave during the last 2 weeks of September.
· (10) SR2008 CR III.7
Co-chair, to get input from funds specialists (UK Funds MPG).

On-going (3).
· (11) SR2008 CR III.14
Co-chair, to get input from ICSD.

On-going (4).
· (12) SR2008 CR III.21
Co-chair, to get input from FR MPG.   Please confirm the operation would be carried out under the new CAEV in III.7 and not by use of CAEV//OTHR.
On-going (5).
· (13) SR2008 CR III.27
Co-chair, to get input from Euroclear UK&IE.   Previously agreed lapsed date required, at UK&IE CA MPG mtg 17th May 2007.  Euroclear were actioned to supply.
On-going (6).
2
Feedback on ISO 20022 Business Justifications on Corporate Actions
See report on action (6) above.

3
Rates, Dates, Periods and Prices for CAEV//PPMT
3.1
Rates, Dates, Periods and Prices for CAEV//PPMT
Noted at the last meeting following the SMPG CA WG Telco of 20070621 that the Installment call event, CAEV//PPMT has been reassigned to UK&IE.  Also see report on action (3) above
	Event
	Seq - Rate
	Seq - Date
	Seq - Period
	Seq - Price

	PPMT
	E–92a::NEWO
	D–98a::RDTE

E-98a::MKDT

E-98a::RDDT

E-98a::PAYD

E-98a::SUBS
	D–90a::PWAL
Optional.


	E-90ª::PRPP


Action (7): Co-chair, to revert to SWIFTStandards SMPG CA WG facilitator.
3.2
N/A Review in Country Specific Column of EIG
“SWIFT requested that the EIG be looked at by all NMPGs and that N/A (Not applicable) be indicated for every row, ie, individually for every event where they can occur as MAND, VOLU or CHOS on the global grid, eg, the South African country specific part of the EIG.“
See <Event Interpretation Grid & DvE SR2007 UK&IE n-a v4_6.xls> distributed with these minutes.  In addition this clarifies the UK&IE market specific use of option codes and is explicit on whether these are instead of or in addition to those of the ‘global grid’.

Action (8): Group, to give a view on whether or not a CASH option may be given to holders of small quantities of stock in a spin-off event SOFF.
Action (9): Group, to consider whether the code .
SQUE Squeeze Out Bid Offer launched by a company, in possession of a large number of the shares

(90% - 95%) of a company (generally as a result of a tender offer), in order to

acquire the remaining shares of that company
covers the same functionality (and is more generic) than the code

DISS Dissenter’s Rights Securities’ holder has the right to disagree with a mandatory event. This right

is not inherent in all offers and therefore must be noted in announcements only

when applicable.

Action (10): Group, to consider whether a date is required to indicate when the squeeze out begins (follows on from the date the event is unconditional as to acceptance (UNAC) and wholly unconditionally (WHOU)).

4
US Bulk Proposal
See <Bulk market Practice Feb 2007.doc>, then US practice proposed as a global practice.  
The global custodians present at the meeting, Northern Trust, JPMorganChase and HSBC, are already close to the US practice.

The UK&IE endorse the approach as a global market practice.

5
Review of Market Claims and Transformations ISO 20022 Business Justification with comments
Those who had reviewed were happy, others to revert to co-chair by noon 13th August.  Post meeting note, the following submitted by co-chair to the UK Technical Standards Committee, the UK shadow of ISO TC68/SC4.
QUOTE

The UK&IE Corporate Actions NMPG are happy to support the Business Justification for ISO20022 Market Claims and Transformations. 
We look forward to the entire Core Corporate Actions process being available in ISO20022 messaging in due course, which we understand will be addressed by a further Business Justification.
UNQUOTE
6
CA78 – CORP Reference Numbering – Official Body: Euroclear and LSE
No change from meeting of 14th June 2007.
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
7
‘B’ Share Events – ISO15022 examples

Agreed to produce UK&IE market specific templates based on the three types of ‘B’ share events described below.
Agreed to base the announcement on the MT 564 produced by LSE for each of the events.

Action (11): LSE, to provide 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.

8
CREST Stock Events Working Party, Registrars and Issuers
No change from last meeting, see below ...

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, on 1st October.  
The initial focus will be on the use of the automated functionality available in CREST, and currently under used, for example optional dividends.
9
Any PRII (Interest Payment with Principle) – AGC update

No change from last meeting.

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 
10
Any Other Business

10.1
Corporate Actionn Event Processing Qualifier (CAEP)
LSE intend to use the new corporate action event processing qualifier from SR2007 onwards.  The current SMPG status on the field is that Euroclear have been actioned to produce an updated table of CAEV and CAEP combinations following the SMPG meeting in March.
10.2
ADR Sale of Rights
How should the sale of ADR rights be processed, bearing in mind that ADR holders may not actually hold the rights themselves?  As a cash dividend event DVCA or a rights event RHDI distributing dummy rights which are then redeemed.
The group agree with the US MPG approach which is to process as a cash dividend (or MCAL?).

11
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 27th September 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 on ISO SMPG CA WG telco 6th September
3)
Preparation for SMPG CA WG meeting 5th, 6th October
Rolling Agenda Items – only if time permits this meeting.
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)
PRII (Interest Payment with Principle) – AGC update

8)
AOB
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