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Minutes of UK Funds Market Practice Group 

9:30 am 7th March 2006
· Attendees:

Bank of New York
Andy Laney

CoFunds
Trevor Brown

Euroclear London
Edward James
Richard Turrell

IFDS
Norman King
Nigel Jenkinson
IMA
David Broadway

Invesco
Mark Partridge

HSBC Security Services & ISITC Funds WG

David Ewings

L&G/Idea Group
Steve Wallace
Co-Chair

PIMA
Carol Knight 

Skandia
David Aspinall
SWIFTStandards
Tim Taylor 

· Apologies from:

BBH
Darren Savery

BGI
Paul Hampden
Sally Orriss

BP2S
Hettie Hirst

EMX
Tony Wood

Fidelity
Jemma Sait

HSBC & TSC Chair
Ray Birchley

JPMorgan Asset Management 
Stephanie Dryburgh
Co-Chair

Merrill Lynch
Scott Smith

Pershing
Richard Barrett

· Others contacted:

APCIMS
Andy Thompson
Capita Hartshead
Andy Bailey

Jupiter
Justin Bews
A King

Mellon
Gavin Davies 

Mercers
Graham Taplin

Watson Wyatt
Claire Hall

Agenda 

Agenda topics for next meeting will include:

1. Previous minutes and actions

2. Update from all 3 working groups on progress:
o       Price Report

o       Subscriptions and Redemptions

o       PEP/ISA Transfer

3. Reference numbers (agree a consistent approach across all message sets, and, if necessary, propose changes to the messages to support this)

4. Investor / account identification in an STP world - can we agree a market practice to supply "key" data where at all possible and not rely on "soft" data (e.g. address) for matching

5. Use of BIC codes in a TPA environment - need to agree use of "servicer" field in all cases where the destination BIC is not the same as the BIC of the underlying Fund Manager 

6. Formation of a Stock Transfer working group - attendees required including co-chairs (preferably those who have not served already)

7. SMPG meeting in Stockholm - Funds WG - UK views on agenda items.  Steve Wallace will represent UK Funds MPG (Dave Broadway is an SMPG co-chair) Agenda below --->
8. AOB
1. Previous Minutes and Actions
1.1. Minutes 
Agreed

1.2. Actions

SWIFTNet Funds User Group Multiple Order Cancellation – Agreed Interim Solution
Previously complete.
Follow-up, see www.smpg.info for recent posting of all current interim solutions papers:

· Funds_F_Paper2 Clarification-Status Reporting June 2005_v1.doc

· Funds_F_Paper3 Interim Solution-Multiple Order and Cancellation.doc

· Funds_F_Paper4 Interim Solution-Confirmation Rejection_v4.doc

· Funds_F_Paper5 Interim Solutions-Order Confirmation Amend and Cancel_v3.doc

· Funds_F_Paper6 Interim Solution-Specification Additional Payment Party_v1.doc

Market Data Provider Involvement in Price Report WG
Action: IMA, to contact the market data providers for their participation and input.
Complete, FTID and financial express have attended the recent meetings of the Price Report Working Group.
Presentation of the Market Practice Work at the IFDS User Group
Action: IFDS, to follow-up.
On-going.
IMA and PIMA Joint Events
Previously noted that the IMA Board had approved a set of fund processing which the funds industry would be encouraged to adopt - these were based on the EFAMA and ISITC recommendations.  The IMA would be making a more public statement on the subject shortly and would be likely to hold members' events to discuss implementation issues in the New Year.  PIMA indicated that they would be willing to support those events.
Action: IMA and PIMA, to follow-up.
On-going.
Institutions Live and Testing ISO 20022 Funds Messages on the SWIFT Network
Action: SWIFTStandards, to follow-up.
Complete.  See http://www.swift.com/index.cfm?item_id=43291
Update from all 3 working groups on progress:
2. Update from All Three Working Groups on Progress
2.1. Price Report
Three further meetings held on 7th, 14th and 21st February.

Issues addressed and agreed:
· The correction and cancellation messages will be used as part of UK market practice, in line with other markets;
· Market Data Providers FTID and financial express have been involved in the recent 
· Outstanding issues:
· multiple taxable income per share (TIS) rates, David Broadway’s note of 8th March to the SMPG Funds telco clarifies:

“In the last conference call, I raised a point that had come up in the UK's work on the price report messages, regarding multiple rates for the taxable income per share published for EU Savings Directive purposes.  This had been highlighted during our NMPG meetings by the attendees from FT Interactive Data.  Whilst neither the fund providers there, it I, knew of the issue, it transpires that it is, in fact a UK issue (there was a suggestion at one stage that it might be something to do with Switzerland, but it seems this is not the case).
Essentially, the issue arises because in the UK "accumulation" funds are treated for tax purposes as distributing their accrued income at the end of each accounting period, and so report at that point.  Hence, the TIS reduces to zero at the end of each accounting period, when the income is transferred to the capital account.  This differs from most (perhaps all) other jurisdictions, where the income earned by similar "roll-up" funds is only reportable on redemption and so grows continuously.  It seems that some (but not all) UK fund managers are calculating TIS rates on both of these bases for use individually depending on where the paying agent is located (UK paying agents would use the lower TIS).
I believe that EFAMA, the FBE and the UK tax authorities all have given guidance to the effect that the position used should be that of the "home" state according to the domicile of the fund, not the paying agent, but clearly this is not being followed by everyone in practice - unfortunately, the correct legal position remains a matter of some doubt.”;
· separate valuation statistics at currency level.  David Broadway’s note of 13th March to the UK Funds MPG clarifies:

“Having looked at the message hierarchy as promised (see item 1 in the minutes below), I am happy that the message does permit separate valuation stats to be provided at currency level, albeit without a direct connection to the associated price that might be sent within the message.  Essentially, the prices and statistics are held as separate branches”
· Action: IMA, to re-circulate the UK Funds Price Report documentation for affirmation before the SMPG meeting on 3rd-5th April.

2.2. Subscriptions and Redemptions
Meetings held on 10th, 24th January and 21st February.

· A complete pass has been made of the SubscriptionMultipleOrder message;
· A pass of the OrderInstructionStatusReport is almost complete;
· SubscriptionMultipleOrderConfirmation and SubscriptionMultipleOrderInstructionCancellation messages to be addressed;

· Simple examples are being produced

· Note that the practice is to instruct a single order (one instrument) in the SubscriptionMultipleOrder message.  This may differ in the work being done with the messages in the corporate pensions field – out side the scope of UK Funds MPG for now;

2.3. PEP/ISA Transfer
Meetings held on 17th, 31st January and 28th February, the latter two meetings were extended to 15:30.

· The scope of the messages has been clarified – the PEPISATransferConfirmation confirms transfer of the wrapper only;

· An Intent form of the PEPISATransferInstruction and Confirmation will be used;

· The high level process flows between the New Plan Manager (NPM), the Old Plan Manager (OPM) and the Registrar have been defined;
· the transfer of the asset lines are confirmed individually from OPM to NPM;

· Although the transfer instruction from OPM to registrar is out of scope for the group, it will be tackled by an augmented stock transfer working group;

· PIMA have lobbied HMRC who have agreed that the plan transfer letter may now be electronic (PEPISATransferConfirmation), it remains to agree whether the declaration can be at SLA level or must be carried in the confirmation;

· Three proposals were put before the group:

· Not use the TransferOutInstruction to instruct re-registration - rejected;

· Combine stock and cash transfers in one message – accepted, build into the current market practice;

· Extend the messages to cover ‘unwrapped’ portfolio transfers - accepted, progress over longer term.  This requires:
· Three more joint holders;

· A further product identifier;

· Account designation;

· Rejection status codes to be addressed;

· After the PEP/ISA transfer work the group will reform as a stock transfer working group, with representation opened to other players involved in stock transfer;
· Note that a business justification (BJ) for the three PEP/ISA transfer has been submitted by SWIFTStandards to the ISO 20022 Registration Management Group (RMG).  The RMG should give a yes/no answer.  

If yes the Standards Evaluation Group (SEG) for securities will be involved, David Broadway is a member.  In fact the SEG is already involved, some comments have been received that this is portfolio transfer and have already suggested that its scope should be widened to cater for unwrapped.  Queried whether the BJ submission should be postponed until the UK Funds MPG has completed its work.  View taken that best to get the PEP/ISA specific messages in the ISO 20022 repository sooner and then maintain them in parallel with a separate unwrapped portfolio message set to be developed in due course 
Action, David Broadway as SEG member, to report to the SEG that the UK market supports the submission as a wrapper transfer with a separate, but parallel, message set for portfolio (unwrapped) transfers.
3. Reference Numbers
Bank of New York produced a slide (see <ISO20022 References v2.ppt> distributed with these minutes) showing the reference types available in the funds messages, ie master, pool, previous, related, other, and the Msg Ref from the Application Header.  There are inconsistencies in the availability.  The slide will be made available for the discussion on references at the forthcoming SMPG meeting.
Within the business message itself references are constructed with text and an issuer identifier of the issuer of the reference.  In the Application Header text only is available as the sender is understood to be the issuer of the reference.
Note that references for the business process are embedded in the relevant part of the message, eg order reference, transfer reference.

4. Investor and Account Identification
Investor and account identification has been discussed in the PEP/ISA transfer working group.  It is important that any decision is aligned with other funds messages.

No enthusiasm to include address matching other than post- and country- codes, ie concentrate on the ‘ hard keys’ and ignore the remainder for matching purposes.  Either or both of Date of Birth and National insurance Number should be supplied in the PEP/ISA transfer process.  See minutes of PEP/ISA Transfer WG for developments.
5. Use of BIC in TPA Environment
From the PEP/ISA Transfer WG 28th February:
“The problem with BIC11s for some organisations is that because Transfer Agency is only one part of a much larger operation, the BIC8 refers to the Bank's London office (for example) and the branch code refers to the internal department (eg Retail Funds, other departments like Custody will have their own branch code).  Hence the fact that the message is destined for Fund Manager A or B or C etc. can't be represented in BIC11.  In the current ISO15022 implementation, the fund manager is derived by reference to the ISIN codes contained in the message, but in the ISO20022 world there will be messages with no mandatory ISIN content (e.g. PEP/ISA Transfer Instruction Intent) so we need an agreed mechanism for passing the "target" fund manager externally to the BIC11 that's delivering the message to the organisation.
Proposed to use the "Servicer" field within the "Client Account" section of instruction messages.
As this affects all instructions (not just PEP/ISA) it has been carried forward at the UK Funds Plenary Meeting on 7th March.”
Action: X, to determine if the Client Account block of fields is available in the other instruction messages.
Action: X, to raise a change request for clarification of the definition of Servicer in Client Account.
6. Formation of a Stock Transfer Working Group
See PEP/ISA Transfer report above.

Action: All, to consider who in their organisation should attend a stock transfer working group.
Action: IMA, to contact APCIMS about who organisation should attend a stock transfer working group.
7. SMPG Meeting – April 3rd – 5th
See <Stockholm 2006_FinalAgenda_RegistrationForm_HotelInfo.doc> on www.smpg.info for the proposed agenda for funds working group.
Action: Steve Wallace and David Broadway, to meet beforehand to finalise the UK view on:

· Price report;

· Subscriptions and redemptions;

· PEP/ISA transfers as wrapped portfolio transfers;
· References.

8. AOB
· IFDS is to start a pilot on 13th March;
· David Broadway is to meet ORIGO; one of the topics will be an ORIGO link into the UK Funds MPG.
9. Forthcoming Meetings

The date of the next ‘plenary’ group meeting will be 

Tuesday 9th May 2006 from 9:30 to 11:30 at 
SWIFT, 55 Mark Lane, LONDON, EC3R 7NE
To confirm attendance please contact: tim.taylor@swift.com 
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