
Minutes of UK & IE Settlement, Reconciliation and Treasury Market Practice Group
2:00pm 18th October 2011 at BBH

· Attendees:
BBH	Neil Lewington
	Erica Choinski	by telephone
	Brenda Travers	by telephone
BNP Paribas	Mari Angela Fumagalli
Citi		Peter Stewart		by telephone
Citibank Europe PLC, Dublin	Robin Leary		by telephone
Euroclear		Alan Bredin
JPMorgan Worldwide Securities Services	Simon Burke
Northern Trust	Peter Mahoney
RBC Dexia Investor Services		Eddie Casey, ISITC Europe Executive
				by telephone
SWIFT, Standards UK & Ireland		Tim Taylor

· Apologies from:
Bank of New York	Laura Hannan
Citi		Chris Brewster

· Also Distributed to:
ABNAmro Mellon	Luke Haughton
Deutsche Bank	Dianna Wiseman
Fidelity International	Suzanne Cahill
INVESCO	Tom Gardner
Legal & General Investment Management	Brenda Walker
Merrill Lynch	Nick Whiteley
Morley Fund Managers	Harold Bimpong
Newton Investment Management	Brian Bradley 
RBC Channel Islands		Andre Rees
State Street	Peter Tulloch 
State Street Global Advisors Limited	Peter Shum
Threadneedle	David Ewings

· Agenda 
1. Previous Minutes and Actions 
1. Feed back on the SMPG S&R WG telco of 5th October
1. Preparation for the SMPG S&R WG meeting in November
1. The ISITC (US) paper on Irish stamp duty
1. Term DBVs – IM to Custodian Instruction
1. The ISITC (US) paper on 3rd party FX in Brazil and IOF tax
ROLLING AGENDA ITEMS
1. ISO 20022 Securities SEG, including the recent BJ on SSIs
1. Euroclear Update
1. SWIFT UK Ltd User Group and Securities Advisory Group
1. T2S
1. AOB

The next meeting is scheduled for Tuesday 15th November 2011 starting at 14:00 at JPMorgan


1.	Previous Minutes and Actions
1.1. Previous Minutes
Minutes accepted and may be posted in the UK&IE folder of www.smpg.info.

1.2. Actions 
(1) Stamp Question from Kas Bank
EUI has responded on the stamp duty matters raised by KAS, and have suggested we update the NMPG doc and at least record the update in the SMPG working folder.  Amendment proposed as follows:
in section 2.1.6 (sdrt table) entry GBTX becomes GBTX *
then, under the table:
* where GBTX is used, the ID of the SDRT-bearing transaction may be placed in the Narrative field of Block B - Trade details. Full usage details can be found in EUI ISO DEX manual (see annex 2 references and other related documents). 
EUI confirmed that there is no impact on the updated NMPG document from SR2010 and SR2011.
On-going (1): SWIFT, to publish the SR2011 version of the market practice on www.smpg.info.  Note that a further amendment may be required as a result of discussions on agenda item 4 (The ISITC (US) paper on Irish stamp duty) of the October 2011 meeting.

(2) SMPG document revision to map to 20022 format – Block Trade
Other Items – SMPG document revision to map to 20022 format.
UK – to revise the Block Trade document.
Group.  Action transferred to Citi and EUI.
Noted following the SMPG meeting in April that comments are required by the end of June, (SWIFT aim to rework all MPs so they may be loaded on to the MyStandards tool).
On-going (2): EUI.  Now taken on by Jasbir Thumber.  Alan reported that all the information has been gathered and prepared, it remains for the revision to be carried out.


2	Feed back on the SMPG S&R WG telco of 5th October
See the emailed minutes, reproduced below …
QUOTE
1. Review of the following open items:
0. REPO MP: An update to the MP (REPO Sett MP Final 5_5) will be proposed by France (a business case will be submitted for REPO roll-over and renewal). A similar update may be required by the US. A global consensus should be discussed for the update to the global MP.
0. ETFs: the AU MP will be distributed to US and UK for comments before sending to the group.
0. Stamp Duty (Simon will provide feedback from the UK NMPG after their meeting on Oct 18th)
0. MP on MT304: ISITC will make a recommendation in a business case that will be shared with Brazil when finalised.
0. IPO issue: Point remains open – will see with Alex’s feedback on practice in Asia (Simon believes a global MP is required)
0. Automatic Registration process: Point remains open - No feedback received that is contradictory with the current MP. Angela will check again with Spain whether they have additional comments or not.

1. Market Practices: New or reshuffled (Updates) : See summary table attached (pages 8&9)
1. SWIFT Standards will make a demo on MyStandards at next smpg meeting in Pragues.
1. Another conf call will be organised before Prague meeting to agree on final agenda. We propose Wednesday Oct 26th (2pm CET).
UNQUOTE
Observations from the co-chairs:
1)
1.1. France and the US are in dialogue;
1.2. JPMorgan have made comments on the first ETF draft - clarification sought on some of the examples, standardisation of terms through the document and corrections to example scenarios.
1.3. See agenda item 4 of this October 2011 meeting, note that JPMorgan are unavailable for the SMPG S&R WG telco on 24th October;
1.4. Something for the global custodians to be aware of;
1.5. No agreement which working group should take this on.  Alan Bredin to present the work carried out so far at Euroclear, SWIFTStandards (HQ) are to arrange this.
1.6. The MP is unlikely to require amendment.
2)	Mostly ISO 20022 updates of existing MPs.
3)	BNPParibas noted that, at a similar MyStandards demo at the SMPG CA WG, it appeared that a proprietary MP maybe misunderstood to the global MP.  Citibank reported that this has been fixed and there is now a distinction between MP and other ‘guidelines’.
4)	Next telco will be 24th October.

3	Preparation for the SMPG S&R WG meeting in November
None required so far, awaiting detailed agenda, both co-chairs will attend.

4	The ISITC (US) Paper on Irish Stamp Duty
See the ISITC (US) paper <Business Justification ISITC SWG Stamp Duty.doc> distributed with the call to this October 2011 meeting. 
Peter Stewart of Citi, Erica Choinski of BBH and ISITC (US) and Brenda Travers of BBH joined the call for this item
Peter Stewart of Citi explained the workings of Irish Stamp Duty.  In the vast majority of cases the broker inputs to CREST correctly.  BBH are seeing an increasing number of cases where the broker has not input correctly and the custodian’s client effectively pays stamp twice:
· once in the settlement amount to the broker; 
· and again as receiver of the securities, as charged by CREST to the custodian and onward to the client, on behalf of the Irish Revenue Commissioners (IRCs).  This is the default for Irish Stamp Duty and is used because the broker has failed to indicate that they will account for the stamp in their settlement instruction to CREST.
Citi observed that if the custodian were to supply an indicator that the stamp is in the settlement amount, they would then have to wait until the broker had input their instruction and checked whether it accounted for the stamp correctly.  This could delay the input of the custodian’s instruction, and in any case the broker could delete and re-input their instruction.  However, note that if the buyer cancels their side, the trade will still settle.
Also note that a flag already exists in the MT 541 and MT 543, 17B::STAM defined as “Stamp Duty Flag - Indicates whether the net proceeds include stamp duty for the transaction”, however, as far as EUI are concerned, if the broker doesn’t flag to pay, then they charge the receiver.  The flag may be used between the investment manager and the custodian; it is not used by EUI in the calculation of stamp, if supplied by the custodian.
Citi and CREST confirmed that in the past they have lobbied the IRCs to change their legislation and thus the default, however, the IRCs are happy with the way Irish Stamp works at CREST, with the default that the receiver of the securities accounts for stamp.  The situation is not made any clearer by the lack of market norms, an equivalent for Ireland of the ‘blue book’ for SDRT for UK, the IRCs are reluctant to issue them.
If the broker does not indicate that they will account for the stamp, the custodian is charged the ‘second’ stamp by CREST and recoups from their client rather than their client’s broker.
The cause of the problem is the incorrect instruction to CREST from the broker, the way to resolve this is for the investment manager to contact the broker (trader to speak to trader).
Action (3): CREST, to raise the lack of market norms for Irish Stamp with their stamp people and the IRCs.
Action (4): Co-chairs, to consider an entry in the UK&IE Settlement Market Practice document advising that double payment of Irish Stamp should be taken up by the investment manager and their broker.

5	Term DBVs – IM to Custodian Instruction
Term DBVs went live on CREST at the beginning of July.  They will be enhanced in 2Q2012, enhancements will include clearing by LCHClearnet [?].  Custodians have already had enquiries from investment managers asking how they may instruct a term DBV, preferably using ISO 15022 messages, and expect a significant increase following the introduction of clearing in the next release.
The EUI collateral management liaison group (CMLG) is likely to take over from the Term DBV working group and will discuss some of this, but the view is that as the representatives are operational and trading, they will not have sufficient knowledge of ISO 15022.
In addition at some point in the future the overnight DBV will be withdrawn, a one day term DBV will be used instead.
The group agreed to form an MP WG following the next meeting of the EUI CMLG, this will give the opportunity to identify interested brokers and custodians, and allow investment managers to be invited to an MP WG.
For more information see:
https://www.euroclear.com/site/public/EUI/!ut/p/c5/hY3JDoIwFEW_xS_oS8vkshTCVGZEZENINAYiQ2KDka8XtiTgfcvz7rmoRMv19dQ8a9EMff1CBSqVSpHjlKs2Bsu3ZMABCV0wGLFMGV1RAVKVttrof0XBZzZl7ZyCv-CAx593S0EII7rnyUWnupdjhy7O277TV_8ulkcfa3_lsBMKm76Wcw1wRqNzFhqQMnLsN_GGhxFngF2L5R4n2PEkFNhD90BjN3ElMRONnk4_v_fQLw!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfNjVRU0w3SDIwT0lIODBJTUc1SVZBMjIwNjY!/ 
Action (5): BNPParibas, to attend the EUI collateral management liaison group (CMLG).

6	The ISITC (US) paper on 3rd party FX in Brazil and IOF tax
See <BRL MT304 Business Case.doc> distributed with the call to this October 2011 meeeting.
No further comments at this meeting.  Feedback by 4th November please.

ROLLING AGENDA ITEMS

7	ISO 20022 Securities SEG, including the recent BJ on SSIs
See www.iso20022.org for more details
Five new message definitions approved including:
· Total Portfolio Valuation Statement Reporting (1)
· Securities Settlement Modification/Replace & Allegement Response (3)
· TARGET2-Securities (T2S) (1).

8	Euroclear Update
October 2011 update (no update in August):
SR2011
· EUI, EB and ESES - on schedule and on budget
EUI and the ISO Service
· Some amendments will also be made to the ISO Service following use by a new participant
· EUI DEX messages will continue
· CCI will not go forward at EUI, the migration next February is on hold and any participants will be visited by their relationship manager
· EUI set up a consultation with a representative group of their users, both international and domestic, to determine the future of the ISO service.
· The outcome of the first meeting is a request for a gap analysis between the ISO Service and the functionality in the DEX messages.
· A second meeting was held on 21st July:
· ISO 20022 – institutions are waiting for T2S gaps in order to build a business case,
· ISO 15022 – institutions would use if the coverage is comprehensive, however, they will wait for T2S and ISO 20022 to bridge the gaps in order to build a business case.  EUI will not remove the existing ISO 15022 functionality
· Retail brokers in the UK are unlikely to back any migration to ISO from EUI DEX formats
· The ESES markets are yet to be consulted
· A further forum on the ISO Service will be held mid 2012.
Funds in CREST
See <Automated funds settlement in the CREST system>.  From late 2011, EUI will launch the first fully electronic and integrated order routing and settlement solution for fund transactions
Alan Bredin will pass the CREST representation on to Jasbir Thumber from the next meeting on.

9	SWIFT UK Ltd User Group and Securities Advisory Group Update
The MPG vote recommendation on the S&R and common CRs for SR2012 has been delivered to SWIFT UK Ltd..

10	T2S
The next information session will be held in Tallin.
The Bank of England has decided that sterling will not participate in T2S.
Points to note and investigate:
· Irish stocks held as CDIs in CREST will continue to be held in ESES CSDs;
· UK assets settling in EUR will stay in CREST;
· Pension funds may change their base currency from GBP to EUR.

11	Any Other Business
11.1	
None.

12	Future Meetings
The date of the next meeting is scheduled for 
Tuesday 15th November at 14:00 at
JPMorgan
60 Victoria Embankment
London 
EC4Y 0JP
Entrance on side of building down John Carpenter Street
To confirm attendance please contact: Simon Burke Simon.t.burke@jpmorgan.com
Telephone 01202 346 723.
Nearest underground stations: Temple and Southwark – note that Blackfriars is closed (until 2012).

Outline Agenda
1. Previous Minutes and Actions 
2. Feed back on the SMPG S&R WG telco of 24th October
3. Feedback on the SMPG S&R WG meeting 8th-9th November
ROLLING AGENDA ITEMS
4. ISO 20022 Securities SEG
5. Euroclear Update
6. SWIFT UK Ltd User Group and Securities Advisory Group
7. T2S
8. AOB
Future meeting dates for 2011 and 2012 are on the second Tuesday of the month at 14:00 with the exception of 14th December 2011.  
SMPG S&R WG telco dates for 2011: 24th October.

13	Actions Carried Forward
	Number
	Who 
	What 

	(1)
	SWIFT
	UK&IE S&R MP SR2010 Update
to publish the SR2011 version of the market practice on www.smpg.info
Note that a further amendment may be required as a result of discussions on agenda item 4 (The ISITC (US) paper on Irish stamp duty) of the October 2011 meeting.

	(2)
	EUI
	SMPG document revision to map to 20022 format – Block Trade
to revise the Block Trade document.
Now taken on by Jasbir Thumber.  Alan reported that all the information has been gathered and prepared, it remains for the revision to be carried out

	(3)
	CREST
	The ISITC (US) Paper on Irish Stamp Duty
to raise the lack of market norms for Irish Stamp with their stamp people and the IRCs.

	(4)
	Co-chairs
	The ISITC (US) Paper on Irish Stamp Duty
to consider an entry in the UK&IE Settlement Market Practice document advising that double payment of Irish Stamp should be taken up by the investment manager and their broker.

	(5)
	BNPParibas
	Term DBVs – IM to Custodian Instruction
to attend the EUI collateral management liaison group (CMLG).



14	Open Issues
	The changing business and standards group landscape for settlement in UK&IE

	For our NMP we discussed the following initiatives to address in 2010:
· Impact of 20022.  For example - SMPG level documentation and market specific
· Impact of cross border settlements – especially as European CSDs are processing more non-domestic stock and given the momentum behind T2S
· Identify the settlement hot spots and what we can do to address these
· How do our actions/recommendations affect other groups (e.g. corporate actions, maybe more so where settlements are affected by flow transactions [transformations, market claims.]).
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