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UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON THURSDAY 15th April 2010
At Citi
Attendees: 

Citi

Jonathan Clinch


Deutsche Bank

Nick Burgess




Ailean Maclean

Equiniti

Chris Webb


Euroclear & Co-chair

Alan MacAlpine


JPM Chase Worldwide Securities Services
Caroline Garlick


London Stock Exchange & Co-chair
Matthew Middleton


Merrill Lynch

Nick Whiteley


Northern Trust

Kristy Onsloe




Ian Spiers

SWIFT London

Tim Taylor 

Attendees by telephone:


BNP Paribas Securities Services
Mari Fumagalli


Citibank Europe PLC, Dublin
Robin Leary

Apologies: 


Bank of New York Mellon Corporation
Laura Hannan


Fidelity

Aidan Devaney

HSBC (SS)

Stephanie Hardaway


HSBC (SS)

Sabrina Duffy

Northern Trust

Ben Harris-Sandstrom

Agenda

1) Previous Minutes and Actions

2) Debrief from SMPG CA telco 6th April
3) EIG Review
4) Consent Process Flows

5) CA161 Amend Functionality

6) CA168 Usage of format option M in field 92a – Rate

7) More on Unit Trust CAs – BNPParibas

Rolling Agenda Items.  
8) ‘B’ Share Events – ISO15022 examples

9) Rights not Distributed because of Domicile/Restriction
10) Return of Capital

11) CA JWG Consultation Paper

12) Single Platform Custody at Euroclear UK & Ireland
13) AOB

The next meeting is on THURSDAY 20th May 2010 starting at 10:00 the meeting to be held at Northern Trust
1
Previous Minutes and Actions not associated with Rolling Agenda Items
1.01
Debrief from SMPG telco 24th September – CA06.9 & CA06.10 CAEP/CAEV Matrix
Should this go in the EIG?  General conclusion at the telco was that not many markets are using this so No, however, it may be a national MP

On-going Action (01): EUI, to draft an MP for the UK&IE

1.02
Debrief from SMPG telco 24th September – CA129 Return of Capital Event
On-going Action (02): LSE, to revisit the RoC matrix for review by the UK&IE CA MPG before resubmitting

1.03
Debrief from SMPG telco 24th September – CA 161 - MP for Change of Election when allowed
The FR MPG will produce a paper demonstrating how two MT 565s may be linked to support this.  The UK&IE group are happy with a Cancel and Resubmit process and do not want to see this change.

Citi supplied examples see <CA161_Citi_Scan001.PDF> distributed with the [February] minutes.
Equiniti noted that in ISO 20022 Issuer Agent messages this is carried out with an election amendment request.

On-going (03): EUI, to distribute the Euroclear paper highlighting differences between SPC and SWIFT and proposing a way forward.

Unclear whether the email reached everyone, EUI to resend.

EUI stressed that this is a legal requirement – the issuers and agents cannot accept a cancellation.
1.04
Debrief from SMPG CA WG Mtg 2nd – 3rd November – CA06.7 Consolidated Matrix Review
Reviewed by UK&IE, US and FR only.  [Special ex date to be added for UK&IE events.]  Proposal to split into parcels of events and review across the group.

Co-chairs, to oppose at the next telco (25th February).

Closed.  Superseded by the main EIG agenda item(s).

1.05 & 6
Debrief from SMPG CA WG Mtg 2nd – 3rd November – CA86.3 Bulk MT 564s
Updates required to the document, it will be amended for the next telco.

(05): Co-chairs, to circulate when available.
(06): Custodian members, to ask their US colleagues where the paper is up to.

Complete.  Summary paper prepared by US and supplied to SMPG and circulated to the group on 27th April, <ISITC CA Working Group_SMPG.doc>.
1.7 & 8
Unit Trust Events
See agenda item 3.

BNPParibas provided an example, to be supplied and distributed with these minutes.

LSE circulated example to MDPUG to be discussed at meeting on 16th February.

(7) On-going (4): Group, to consider the example for the next meeting.

(8): LSE, to forward MDPUG comments to BNPParibas.

Complete.  Response from BNPParibas passed back to MDPUG.  See main agenda item.

1.9
B Shares
See agenda item 4.

(9): SWIFT, to draft MT 564 templates, initially notifications to be produced.

Closed, for the present.

1.10& 11
Rights not Distributed because of Domicile/Restriction
(10): Group, to agree where the Rights are not distributed but sold with holders receiving Cash whether SELL option should be used.

Closed, for the present.
(11): Co-chairs, to raise at next SMPG Meeting/telco next SMPG CA WG telco 25th February.
Closed, for the present.
1.12
EIG Review
The UK&IE will reluctantly re-review the revised consolidated EIG, first cross-checking that existing work is still valid.

(12): Co-chairs, to raise at next SMPG Meeting/telco next SMPG CA WG telco 25th February.
Closed, superseded by EIG review made at the March meeting.
1.13
COAF – Official Bodies identification CA78.2 and CA78.2a
Item 2.8 from the SMPG 25th February telco minutes.
No change in UK&IE, EUI will issue when SPCustody is implemented.

(13): EUI, to provide details of the mechanism.
Complete.

1.14
CA86.3 – Bulk MT 564s
Item 2.9 from the SMPG 25th February telco minutes.

Rolled over to the April Meeting

(14): Group, to review the US MP document which includes bulk notifications, see <US CA MPG 200911.pdf> on www.isitc.org and distributed with the March minutes

Complete.  No comments.

1.15
EIG Review
(15): Co-chairs, to submit UK&IE comments to SMPG

Complete.  See <EIG+  DvE SR2010 v0_4_1_NEXT (1104).xls>, distributed with these minutes

1.16
Consent Process Flows
(16): Group, to submit UK&IE comments to co-chairs by 25th March.

Complete.  No comments reported.  Not used at EUI, likely to be custodian feedback.
1.17
CA161 Amend Functionality
See the discussion material <CA161-Amend functionality in ISO 15022 (v01.01).doc>, distributed with the March minutes

(17): EUI, to revert with legal and regulatory background.
Complete.  See discussion in agenda item 5 of these (April) minutes.

1.18
CA168 Usage of format option M in field 92a – Rate
See <CA168-Usage of Format Option M in 92a Rate - SR2007.doc>, distributed with the March minutes

(18): LSE, to obtain examples from the Market Data Providers, who asked for the change originally.
Ongoing (5): LSE, to obtain other examples as the original was incorrect, offer price could have been used.
1.19
Clarification on Cancellation of an MT 564 Message in SR2010
In SR2010 the definition of the function of message 23G:CANC changes to - .
CANC – Cancellation AdviceRequest - 

Message to cancel a corporate action event previously announced by the account servicer or a previously sent Preliminary Advice of Paymentrequesting the cancellation of a previously sent message.
Given this definition change what function of message should be used to cancel a message (MT 564)?

(19): SWIFT, to find out.

Complete. 
There are 3 possible cases for updating information sent on an MT 564, including removal of the information by cancellation or otherwise:

1- MT564 send by error by the account servicer (that is with wrong information other than CAEV)

a. If MT564 NEWM – it contains errors in the information reported – No need to cancellation the message. An MT 564 REPL should be sent to override the previously sent information.

b. If MT564 REPL that contains errors in the information reported - Then no cancellation to be sent. Another MT 564 REPL should be sent to override the previously sent information.

c. If MT564 REPE - same as above.

2- MT564 sent with the wrong CAEV by the account servicer – Then message MT564 CANC should be sent.

3- All the other cases are MT564 WITH (since the event has first been 

So the answer to your specific question is that rather than cancel an erroneous MT 564, it should be replaced with either a REPL or an REPE message.

I understand that when the change was approved, SMPG agreed to amend market practice to reflect this.

Action (6): SWIFT, to distribute the response to the group.

2
Debrief from SMPG CA telco 6th April
For full details please see the draft minutes (distributed immediately after this meeting and also on www.smpg.info) <Draft mins SMPG CA telco_20100406_v0_1.doc>.
2.1 CA06.07 EIG+ 

UK&IE comments submitted.  Full review at to be held at SMPG meeting.
2.2 CA78.2 and CA78.2a – COAF – Official Bodies identification

Noted that SWIFT markets facilitated a conference call on the COAF.
The SMPG welcomes SWIFT initiative to foster COAF adoption and implementation.
Minutes and organization list distributed to this group on 26th April.
2.3 CA86.3 – Bulk MT 564s
No comments from UK&IE
2.4 CA127 – UKWN in messages

No clear view, await outcome of SMPG April meeting
2.5 CA135 – Multi-stage events
Await outcome of SMPG April meeting

2.6 CA142 – Partial Redemption with reduction of Nominal Value (PCAL)

Await US view at SMPG April meeting

2.7 CA158 Review UK and US comments on DvE guidelines

Proposed to use price PRPP instead of EXER.  More an issue in US, no strong views from UK&IE
2.8 CA159 Maintenance of CA Event Templates

UK&IE events submitted on 12th April.
And distributed to this group on 15th April.

2.12 CA161 – MP for Change of Election when allowed
See agenda item 5 of this meeting

2.13 CA167 – Consent Events /+ Schemes – Clarify business flows

No comments from UK&IE
2.14 CA168 – Usage format option M in field 92a - Rate

See agenda item 6 of this meeting

2.15 CA170 Placement of Cash Rates

Awaiting US CR
2.16 CA171 – MP for new Lead Plaintiff Deadline Date for Class Actions

Now closed
2.17 CA172 – Usage for new Affected balance and Unaffected Balance

Await US document
2.18 CA180 – How do we document CA SMPG DECISIONS?
Await outcome of SMPG meeting
2.19 CA183 – Usage of New UTC format for SR2010

Await outcome of SMPG meeting

3
EIG Review

UK&IE comments submitted to SMPG, see action item 1.15 above.
4
Consent Process Flows
No UK&IE comments submitted to SMPG, see action item 1.16 above.

Item closed, it will be covered in the SMPG meeting debrief at the next meeting.

5
CA161 Amend Functionality
See the discussion material <CA161-Amend functionality in ISO 15022 (v01.01).doc>, distributed with the March minutes

Comments from the March meeting:
· Required, for example, if improved terms are offered on a tender

· In CREST carried out with an escrow adjustment

· Possible before ‘Day 42’ &/0r when the event goes unconditional

· Enforced by the Take Over Code

· Must relate to the ISO 20022 messages used by issuer agents for this

· View of Equiniti should be available at the next meeting

· Will be possible to use with the GUI – noted that EUI rates for the GUI are not inexpensive

· Group view is that  the document is technical, it requires more details on the business context, so that institutions can make the case for budgetary approval for the work
April meeting points:

· Issuers can’t accept cancellations, but the ISO 15022 instruction message MT 565 does not have amend functionality, the work round is linked cancellation and (new) instruction message

· The CREST escrow account to be renamed ‘restricted balance’ in Single Platform

· CREST allows movement between restricted balances by event option

· A change of options in an irrevocable event is a relatively rare occurrence (one custodian estimates 4-5 a year)

· The GUI will continue to cover this functionality
· Given this the UK&IE CA MPG are happy with the EUI approach.

Item closed.

6
CA168 Usage of format option M in field 92a – Rate
Covered in action item 1.18 above.

Item closed, it will be covered in the SMPG meeting debrief at the next meeting.

7
Unit Trust CAs - BNPParibas
BNPParibas have been working on proposals for the format of unit trust events in the ISO 15022 messages.
From the November meeting, in outline these are as follows:

“After several analysis, we have agreed to use the following existing tags in MT564 and MT566 messages to report distribution rates, the equalisation factor and management expenses: 
MT564 

· upon the CA event, Seq A, 22F::CAEV//DVCA or INTR or DVSE 

· reporting of the ratio for Group1 : Seq E 92J::GRSS or NETT//CAPO 

· reporting of the ratio for Group2 : Seq E, 92J::GRSS or NETT//INCO 

· reporting of the equalisation factor for Group2 : Seq E, 92J:: PROR 
MT566 

· upon the CA event, Seq A, 22F::CAEV//DVCA or INTR or DVSE 

· reporting of the ratio for Group1 : Seq D, 92J::GRSS or NETT//CAPO 

· reporting of the ratio for Group2 : Seq D, 92J::GRSS or NETT//INCO 

· reporting of the equalisation factor for Group2 : Seq D, 92J:: PROR 

· reporting of Management expenses amount : Seq D2, 19B::CHAR 

· reporting of the equalisation amount debited from the client : Seq D2, 19B::SOIC 

We would appreciate your feedback on the usage of the above fields in order to confirm that the above is in line with SWIFT standards and any current UK&Ireland market practise.” 
The pro-ration rate “PROR - Proportionate allocation used for the offer” seems reasonable for the equalisation factor (used when a holder has bought and sold within the equalisation period).
Example, <Funds Distn MT564 for SMPG from BNPP_v01.xls>, distributed with these minutes.
December meeting points:
· In the example CAEV//INTR is used because the distribution is made by a bond fund;
· The record date is the end of the equalisation period – the ex date is the day after the record date;

· Gross or net rates announced depending on the underlying assets, for any UK Equity the rate qualifier would be NETT;
· Note that Group 1 and Group 2 rates are supplied, the overall rate is often not announced by the fund manufacturer, as it varies depending on the ratio of group 1 and group 2 units and custodians are reluctant to calculate it;

· Note the use of the Pro-ration rate for the equalisation factor, as discussed in November;

· The most complicated amount to format is the management expenses, in the example these have been identified by the CHAR amount qualifier;

· And the Equalisation amount by the SOIC amount qualifier 
“Rate relating to the underlying security for which other income is paid”;

· Note that these two amounts are not available in the announcement, only in the confirmation message;

· Fee rebates and renewal commission are not included and it is debateable whether these are associated with an event.
January and February meeting points:

LSE has initial feedback from the MDPUG from their meeting of 16th February:
· Consider that event type should be cash dividend not interest payment (DVCA not INTR).

March meeting points:

Noted that EFAMA (European Investment Managers Association) has produced a preliminary paper scoping out funds corporate actions.  To be followed via SMPG.
April meeting points:

MDPUG:

· insistent that the event type is DVCA not INTR,

· happy that record date need not be reported, and 

· “Data Vendors do not receive the breakdown between group 1 and group 2 payments, so we will always show the total NETT amount.  Regarding how to report the equalisation amount, I’m not sure about the use of PROR to show this – it is defined as Pro-Ration Rate – Proportionate allocation used for the offer.  Does this really describe equalisation?  If INCO or CAPO cannot be used for equalisation, perhaps we need a new Qualifier, or a redefinition of PROR?

Concluded that expert input from funds SMAs now required in order to determine these points and whether the example produced is acceptable top them.

Action (7): LSE, to raise the issue with SMPG funds people at the SMPG meeting at the end of April.
Rolling Agenda Items –

8
‘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.

Other details archived.
April meeting points:

This item to be archived until further notice.

9
Rights not Distributed because of Domicle/Restriction
No definite conclusion at the February 2009 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, who therefore cannot participate and mandatorily receive lapsed rights proceeds.

April meeting points:

No change.

10
Return of Capital
It seems that there are a number of event type codes that may be used for returns of capital, and yet not all capital returns are structured to fit neatly into existing CAEV codes.
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.

Update March 2009 Meeting

Capital Return was discussed by SMPG during the telco on 18th March. It was noted that the South African change request for a specific capital return event for SR 2009 had been accepted and is included in the preliminary documentation for SR 2010 – South African Request -
	“Addition of a new code CAPD (Capital Distribution) to field 22F Indicator qualifier CAEV (Corporate Action Event) in sequence A General Information.  To accommodate distribution of capital in the form of cash from a capital account other than the share premium account. This change is mandatory for all users.”

Although UK change request for a generic “Return of Capital” had not been accepted the group recognised some of the issues and requested for the Co-Chairs to submit a matrix for Capital Return to Olivier prior to next SMPG Telco scheduled on 9th April.

Update at June 2009 Meeting
This item to remain open.  Note that a change request has been raised for a generic RoC event with a sub-event identifier.


This change request, CR III.85, was rejected with the discussion below minuted …
“The group agrees to reject on the ground that the SMPG discussions around the Return of Capital matrix are not completed yet. It is agreed that a change request will be submitted as required after the SMPG reaches a conclusion”
April meeting points:

No change.

11
CAJWG Consultation Paper

LSE are members of the UK MIG, and consider that the UK are probably compliant with 90% of the requirements.  There are, however, a number of ‘red line’ issues, inter alia:
· Ex- and record- dates for all events, not just distributions, this makes no sense, for example rights distributed after record date;

· Buyer protection not supported, a retrograde step as this has been available at CREST for many years;

· A proposed last day of trading three days before record date.  The registrars are not happy about this either.

The comments deadline is week ending 19th December 2009.  The LSE have submitted comments in line with the above and await feedback.
April meeting points:

Justin Chapman of Northern Trust (and co-chair designate of the SWIFT UK Ltd Securities Group) asked for the group’s view on the paper:

EUI explained that the formal review of the paper was made by the UK Market Implementation Group (MIG).

Action (8): EUI, to see if the link to the website is open, if not will see if it is possible to circulate the latest updated paper.

Noted that message formats will be impacted.  T2S are basing their work on the CA JWG proposals.
12
Single Platform Custody at Euroclear UK and Ireland
The Euroclear announcement of 4th November 2009 gave the revised implementation date for SPC in the UK&IE market as mid 2011, in order to coincide with the end of the ‘UK Custody Season’.
Custodians noted that this is getting close to the implementation dates for Target 2 for Securities.

Buyer protect has also been de-scoped for the ESES markets.

April meeting points:

No change.

13
Any Other Business

13.1
French Cash Dividends and Tax Rates
A broker raised the following issue before the meeting – 
Q About French tax rates for cash dividends.  The servicer typically runs an omnibus account for all their client holdings and their clients have different tax statuses (this is common in the FR market).  How does the servicer notify the correct tax rate for their client?

What is the FR MP?

An alternative is to allow the holder to specify a tax rate using 92A::TAXB in the MT 565

TAXB - Requested Taxation Rate - Requested tax rate in case of breakdown of tax rate, for example, used for adjustment of tax rate. This is the new requested applicable rate.

This doesn’t appear to be FR MP and we do not want more than one MP in the market.

A [so far] Charles Bichemin of SG and one of the FR CA MPG co-chairs reports (to SWIFT Standards) that discussions in France continue.

This issue is likely to be raised again at the next SMPG meeting at the end of April, it was raised by the Italians at the last meeting in November.

Feedback there indicated:

· Germany has had a similar issue; they split the event in two parts, one for each tax rate. In Italy however, only some owners can benefit from the lower tax rate. 

· US has twice requested a CR for rates to be moved down to the movement level. US tries to use income type codes in order to use multiple GRSS; if they cannot, they use narrative. They keep it in one event.

· UK has seen some events with two different rates, but affecting all holders; they have split the event into two, one per event.

· Euroclear Bank has had approx. 1000 such events
And the SMPG view then was:

· SMPG Decision: The group agreed not to request a new qualifier but also agreed that no STP alternative exist. Instead, the following practical approach was considered to limit the impact during this 2-3 years period: 1 DVCA event will be created with 2 notifications. The second notification to be sent only to those holders who can benefit from this tax regime. In practice, one MT564 will be sent for the standard tax regime (i.e. the vast majority of clients) and an MT568 (linked to the MT564) will be sent to those clients who can benefit from the other tax regime. The same CORP is used in the MT564 and MT568.

There appear to be two situations – the client tax status and thus rate is known, or it isn’t and they must elect or communicate this to the account servicer in some way.

WHAT DO OTHER MEMBERS OF THE UK&IE CA MPG DO AT THE MOMENT?

April meeting points:

Custodians typically hold in omnibus accounts by tax status, thus no client would ever have to instruct their rate.

The broker does not necessarily know the client account tax rate.

BNPParibas undertook to find out how their Paris office process FR DVCAs
Action (9): BNPParibas.

13.2
Brit Insurance Event
LSE requested any views on processing the Brit Insurance Holdings NV announcement of 26th February with further details in mid March.
Initially they intend pay dividends as Capital Distributions by way of Capital Reduction.  As I understand there will also be Scrip and Currency Options available for these distributions.

For messaging purposes I was intending to load this as a Dividend Option, as I don't believe we can use Capital Gains Distribution (CAPG) or Share Premium Dividend for this event, as the definition doesn't fit and they can only be MAND under the EIG Grid.

In mid March Brit Insurance announced details for their distribution and the event does include a Stock and Currency Options. See link below 
http://www.londonstockexchange.com/exchange/prices-and-news/news/market-news/market-news-detail.html?announcementId=10411267
Not sure how this should be processed, I expect we will either send it out as a DVOP (not really correct) or an OTHR, in either case text will have to be used to state this is a Capital payment with options rather than a Dividend, does anyone else have any other suggestions as to how this event could be described? 

Market Data Provider consensus is DVOP.

Action (10): SWIFT, to circulate to the group.

14
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 is at 
10:00 on THURSDAY 20th May 2010 at 

Northern Trust

50 Bank Street 
Canary Wharf 
E14 5NT 

To confirm attendance please contact: Kristy Onsloe by email kn10@ntrs.com 
Telephone 020 7982 2573
Nearest underground stations Heron Quay and Canary Wharf.

The DLR is also available.
============================================================
Draft Agenda

1) Previous Minutes and Actions
2) Debrief from SMPG meeting 27th - 29th April
3) EIG Review

4) More on Unit Trust CAs – BNPParibas

5) Views on the Brit Insurance event

Rolling Agenda Items.  

6) Rights not Distributed because of Domicile/Restriction
7) Return of Capital

8) CA JWG Consultation Paper

9) Single Platform Custody at Euroclear UK & Ireland

10) AOB

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