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Minutes of UK & IE Securities Market Practice Group 
14:00 pm 11th October 2005
at HSBC Security Services
· Attendees:

Jane Montana
BGI
Helene Mir
BNPParibas
Claire Murray
Euroclear London

Garry Ainsworth
Goldman Sachs Asset Management 

Peter Chapman
HSBC Security Services (IFS)

David Ewings
HSBC Security Services & ISITC Europe Exec

Lynda McCartney
JPMorgan Chase & Co-Chair
Mohammad Ali
Northern Trust& Co-Chair
Eddie Casey
Royal Trust & ISITC Europe exec

Jim Peterson
State Street

Tim Taylor 
SWIFTStandards
· Apologies from:

Doug Warrington
Citibank

· Also Distributed to:

Luke Haughton
ABNAmro Mellon

Nora Walsh
Citibank

Neil Lewington
Deutsche Asset Management

Dianna Wiseman
Deutsche Bank

Stephen Lane
Deutsche Bank

Tom Gardner
INVESCO

Meredith Tunnicliff
JPMorgan Chase & Co-Chair

Jon Parkhurst
M&G Investment

Sebastian Mansfield-Steer
Merrill Lynch

Brian Bradley
Newton Investment Management

Peter Tulloch
State Street

Allison Webster
State Street Global Advisors Limited
Agenda 

1. Previous minutes and actions.

2. Continue preparation for the (global) SMPG Meeting 17-19 October 2005
3. Investment Fund update from ISITC Europe (David Ewings)
4. Any Other Business 
1. Previous Minutes and Actions 

1.1. Previous Minutes
Minutes accepted with following clarifications:

· p.3 SSI Model ‘E’ should be Model ‘3’ of the SSI Fresh (and also SWIFTSolutions) paper;
· Action (5) in the table at the end of the minutes should be ‘description’ of repo rollover, not ‘definition’ and the repeat of the check of definition of repo rollover removed.  See follow-up in these minutes.
1.2. Actions
Follow-on action (1): SWIFTStandards, to cross-check the ETC ‘reject’ codes with the Status and Reason field codes in the MT 548.
Ongoing (1).
Action (2): Northern Trust, to produce a ‘straw man’ MP for the UK&IE group to consider before passing on to the global group for other NMPGs to review.
Ongoing (2).
Follow-on Action (3): GSAM, BGI and Northern Trust to determine the process flows for these instruments in their organisations.
Ongoing (3).  Outlines of process flows for GSAM, BGI and Northern Trust given and to be forwarded to JPMorgan co-chair for analysis before the SMPG meeting 17-19th October.  Summary of process flows to be published once analysis complete.
Follow-on Action (4a): Co-chairs to check CREST/Euroclear London’s view on the definition of rollover for the one and two message market practice 
Closed.  MP <Repo additional scenarios DRAFT 3_3.doc> defines a rollover as 
QUOTE a repo rollover operation ... is a simultaneous maturity of an existing repo and an opening of a new one with the same quantity of the same collateral UNQUOTE

Euroclear view is that the business definition of a rollover is a simple extension of the term of a repo ie extends the closing date.  This may be achieved internally at a practical level by the closing and opening of a repo, however, the definition is as above. 
The group agreed with this view.
Follow-on Action (4b): Co-chairs to raise question of partials at Madrid meeting and to find out what happens to the Trade Date in a rollover. 
Ongoing (4)
Follow-on Action (5): JPMChase  Repo Additional scenarios page 22 - Two message practice, ROLLOVER – description to be confirmed with CREST/Euroclear London – for a two message repo, the handling of a rollover when the closing leg has not been instructed is different to, for example, the handling of a call when the closing leg has not been instructed - JPMorgan Chase to determine why at the SMPG meeting.
Ongoing (5)
Follow-on Action (6): SWIFTStandards, to include ACRU as an amount qualifier in the UK&IE Settlement MP for interest bearing securities.
Ongoing (6) to update the MP when other changes included.
Follow-on Action (7): GSAM, to obtain a version of the ISITC-IOA document as the one we have is the old version and all attempts to find the new version on the ISITC-IOA website have failed.
Closed.  Hard copy distributed.  It is based on the original GSAM requirement and is syntax independent.
Follow on Action (7):  JPMorgan Chase, to confirm that this is the most up to date document at the SMPG meeting – this document is dated Sept 04 and the one circulated for the last Global meeting was dated Dec 04 and bears little or no resemblance to this one!!
Follow-on Action (8): JPMChase, to source the ISITC-IOA MT 950 paper and circulate to the group.

Closed.  Circulated on 4th October.  For discussion see item B.2. in section 2 ‘preparation for SMPG’ below. 
2. Continue Preparation for the (global) SMPG Meeting 17-19 October 2005
2.1. Post Frankfurt Todo List
See document <Post-Frankfurt SMPG to do list.doc>
	B.2.
	MT 950 (cash statement with sec related movements):

Document will be submitted on the securities related cash transaction types and info that would be required in a cash statement  

Review document and provide feedback
	NMPG
	Open
	Before next meeting


Document <ISITC-IOA-RWG-MP-MT950-v3.3.pdf> discussed at length.  

The following general points were made:

· What is the business purpose of this practice?

· The MT 940 should be referenced in the introduction stating whether it applies or not;

· Confirm that this is a US MP and is not being put forward as a global practice;

The following detail points were made:

· Assumptions (p5) point 3 – sorting – does take place in UK market and shows highest debits to highest credits (see also SWIFT UHB MT 950 usage rules);
· Assumptions (p5) point 5 – FX txns – not possible to supply both sides of the FX txn;

· Assumptions (p5) points 6&7 – frequency – should not be mandated;

· Market practice rules (p6 onwards) field 20 – TRN – differs from the example at the end of the document;

· Market practice rules (p6 onwards) field 25 – Account Identification – IBAN should be possible here.  Queried if possible to have an IBAN for an account in a non-domestic currency.  Some thought that the currency of the account should be in the account reference;

· Market practice rules (p6 onwards) field 28c – TRN – no issues;

· Market practice rules (p6 onwards) field 60a – Opening Balance – no issues;

· Market practice rules (p6 onwards) field 61 – Statement Line –

· Subfield 1, value date, should be date money ‘has settled’, not ‘should have settled’
· Subfield 2 is optional in the SWIFT UHB, why make it mandatory?

· Subfield 3 – no issues;
· Subfield 4 and 5 – no issues;

· Subfield 6 – not keen on options N and F where ISITC coded used;
· Subfield 7 -  no issues;

· Subfield 8 - Account Servicing Institution’s Reference – is optional today why make it mandatory?
· Subfield 9 - Account Supplementary Details –queried how this can be more than 34 characters (or extended onto a second line) – it would NAK o the SWIFT network – field is also optional today why make it mandatory?
· Market practice rules (p6 onwards) field 62 – Closing Balance (Booked Funds) – no issues;
· Market practice rules (p6 onwards) field 64 – Closing Balance (Available Funds) – although optional the field is used by one major custodian in the UK market.

	H
	Pair-offs:

Instructions: 

UK and other NMPGs to confirm a “third party” intermediary practice effectively exists today.

Reporting:

Which reporting is applicable with the PAIR-OFF at your market’s members (see minutes of Frankfurt for details)? Are there any other options to report the PAIR-OFF?
	NMPG
	Open
	Before next meeting


· No one in the group is utilising a “third party” intermediary practice today.  However, if a global custodian operating outside the US received a pair-off instruction the consensus was to submit the instruction. to the US sub-custodian for settlement of the instrument;
· Consensus view from those who do it is that there is no true market/CSD settlement and thus confirmation.  In the US there is a netted off cash movement shown on the MT 950 cash statement, there is no corresponding stock movement or confirms usually sent;
· If the “third party” intermediary practice was adopted and the US Custodian confirmed the trades back to the Global Custodian, the cash amounts on each trade would be debited / credited to the internal nostro accounts and the clients own account, BUT the reality would be the posting of one net amount which would not match off on the internal nostro.  Maybe confirming the trades is not such a great idea, BUT what then would trigger the completion of the trades and the generation of any cash movements?
· CONCLUSION IS THAT THE PAIR-OFF PRACTICE DOES NOT APPLY TO THE UK&IE MARKET;

· In addition should the MP apply only to US domestic trades, not global trades, especially as EU markets will potentially be impacted by MiFID?
2.2. New Items
See document <Madrid 2005_FINAL_Agenda_RegistrationForm_HotelInfo_v2.doc>

i  DE proposal on how to eliminate SSIs.

See DE Proposal_How to eliminate SSIs v4

NMPG Comments and further discussions.

See comments from previous meeting.
ii  Review of S&R transaction types and details in payment statement document:

See Securities Transactions and details in payment statement_v1.1

See comments from previous meeting and action points above.

iii  S&R Repo settlement confirmation reporting

The US NMPG would like to propose a change to the REPO market practice regarding the settlement confirmation reporting process. Today’s process is different in the two and one market practice solutions. 

The proposal is to harmonise the settlement confirmation process, i.e. recommend that for both one and two message solutions, the settlement confirmation messages sent correspond to the movement of securities, eg, MT 545 for receive against payment, MT 547 for delivery against payment). 

Today, in the one message practice, the same confirmation message is recommended for both opening and closing in order to “match” the instruction message type (eg: MT 543 is used, MT 547 used to confirm both the opening and the closing).

In addition, this practice apparently does not seem to match what effectively happens in one-message repo countries (eg, FR).

Repo settlement confirmation.  the group consider that the confirmations should reflect the movement of stock on and off the account and therefore agree with this proposal.
iv  Securities Lending Settlement instructions (US)

a Expansion of use of Repo sequence to sec lending information.

The US group would like to suggest expanding the name of Sequence D Repo to allow its usage to identify loan closing information. Before submitting a standards change request, the US would like to discuss this with the SMPG.

In the UK&IE closing information is not typically supplied.  The group agree with the request with the caution that other information in the sequence is not mandated.
b Need for additional securities lending specific settlement transaction types.

The US group needs to identify specific types of settlement transactions linked to a securities lending/borrowing operation. SWAPs and Realignment are two transactions common in this business. 

A realignment is an internal reallocation of loan position from one custody account into another custody account. The outright ownership position is never impacted as custody position must exist in order to execute the change on loan position. The realignment is done internally at the bank and requires no communication or instruction to/from the counterparty the loan is outstanding to. The custody banks will recognize this transaction as a vault switch. This transaction is most often used to realign position to satisfy a pending sale on the outright side. 

Waiting for a request to be introduced, the US group would like to use the SMPG DSS and ask the global group to agree on this usage.

Would it be possible to use or amend the Intra-Position suite of messages?

Who sends?  

Is there a stock movement?  Either internally or out in the market too?
Swaps and Realignment do need to go to the CSD as otherwise the SLR and cash marks will not be on the correct accounts etc. 

More background required.
c Block lending.

During SR 2003, the block and children indicators have been separated from the settlement transaction type indicators to allow the instruction of not only block trades but also of block lending. It was added in the block trade MP document that the MP was applicable to securities lending as well (if, of course and as always, a SLA has been signed between the instructing and executing party).

The US provided the general secretary with samples to enhance the Securities Lending/Borrowing MP with examples of such a block lending process (See BASIC SEC LENDBOR Final 4_3 (NOT).doc). The NMPGs are asked to validate the addition before it is published.

The group has no issues with this request but noted that bulk loans cannot be done in the UK market.

v  MT 578/586 allegement MP (FR)

The current settlement allegement MP recommends that the 10 common elements be provided in all 578. In some scenarios, however, the client of the receiving/delivering agent is not available hence the impossibility to provide this piece of info.

Request was made that the MP be amended to reflect this reality.
The group need to understand why this cannot be provided (although it is not provided in the UK today either). 
vi  MT 578 allegement handling (NL)

After receiving a MT 578, if necessary, Custodian A informed its client that he has to instruct.

After sending the client matching instruction to the market, Custodian A will sometimes receive a MT 578 REMO to indicate the MT 578 earlier received is no longer valid. In this case Custodian A already know, since Custodian A did send the instruction to the market. The MT 578 received from the market is already linked with the instruction received from the client at the moment Custodian A has received the client’s instruction.

 
Receiving a MT 578 REMO because counterparty B has cancelled its instruction is a different situation. In that case, custodian A have to inform its client that the MT 578 they send previously is no longer outstanding.


NL would like to discuss the possibility to differentiate in the MT 578 between scenarios, where the MT 578 is no longer valid, due to the sending by custodian A of an instruction, and where the MT 578 is no longer valid because couterparty B has cancelled its instruction.

The group recommend looking at when the ‘REMO’ is sent in this first place. It should only really be needed when the c/party has cancelled the allegement NOT when an instruction has then been sent in response to the MT578.

3. Investment Fund update from ISITC Europe (David Ewings)
· Alignment with EFAMA to be ratified.  There will be one caveat: ISITC Europe cannot recommend one standard over another, particularly the EFAMA recommendation of ISO 20022 whilst EMX is used in UK, and thus makes no standards recommendation.
· An Implemenation group is to be co-chaired by Andy Laney of Bank of New York and Jon Willis of IFDS.  They have met and have begun work on terms of reference. 
· The ‘plenary’ group will continue in existence and with other groups will aim for a pan-European solution for world wide rollout.  A press release will be made.

4. AOB

· On stock lending Euroclear London asked whether it would be possible to identify the opening and closing legs of a stock loan directly rather than by derivation.  Change request for SR2007 to be considered by the group.
· Any update for the SMPG general session from UK?  
i. MiFID - being be covered elsewhere in the general session;
ii. A request for a standard format for submissions to the SMPG (eg like the SWIFT FIN change request) which would require a business justification for a proposal (lacking in some of the recent ones);
iii. Market practice adherence.
· ISITC Europe are soon to issue instrument and party identification papers.  An update will be given at the next meeting.
5. Future Meetings
The date of the next meeting will be Tuesday 8th November at 14:00 at
Northern Trust,  50 Bank Street,  London  E14 5NT.
To confirm attendance please contact: Mohammad Ali <ma21@ntrs.com>.
Agenda topics for next meeting will include:
· Debrief of the SMPG meeting;
· ISITC Europe papers update.
Future meeting dates for 2005 are:

13th December.

The next global SMPG meeting is scheduled for 17th – 19th October in Madrid.
6. Actions carried Forward – 
	Section/Page 
	Who 
	What 

	1.2/p2

(1)
	SWIFTStandards
	To cross-check the ‘reject’ codes in the ETC Best Practice against the Status and Reason codes in the MT 548

	1.2/p2
(2)
	Northern Trust
	To produce a ‘straw man’ MP of short sales and buy to cover for the UK&IE group to consider before passing on to the global group for other NMPGs to review.

	1.2/p4

(3)
	GSAM, BGI & Northern Trust
	Summary of process flows (for [derivative] instruments in their organisations) to be published once analysis complete.

	1.2/p5

(4)
	Co-chairs
	To raise question of partials at Madrid meeting and to find out what happens to the Trade Date in a rollover

	1.2/p5

(5)
	JPMChase
	To find out why the one- message and two- message descriptions of repo rollover are slightly different (at SMPG meeting in October)

	1.2/p5

(6)
	SWIFTStandards
	To include ACRU as an amount field in the UK&IE Settlement MP for interest bearing securities.

	1.2/p6

(7)
	JPMChase
	To confirm that this is the most up to date document at the SMPG meeting – this document is dated Sept 04 and the one circulated for the last Global meeting was dated Dec 04 and bears little or no resemblance to this one


7. Open Issues 
	Ongoing: to reconvene Lending and Borrowing Settlement Market Practice Group 

	Ongoing: to invite interested UK&IE participants to identify the business elements required by investment managers and custodians and brokers when information about derivatives is communicated.  The purpose is to give a base line against which to assess the US Derivatives templates and business case


--------------------------------------------------End of Document----------------------------------------------
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