


Minutes of UK & IE Settlement, Reconciliation and Treasury Market Practice Group          
12:00pm 9th August 2011 by telco

· Attendees:
BBH	Neil Lewington
JPMorgan Worldwide Securities Services	Simon Burke
Northern Trust	Peter Mahoney
RBC Dexia Investor Services		Eddie Casey, ISITC Europe Executive
SWIFT, Standards UK & Ireland		Tim Taylor

· Apologies from:
Bank of New York	Laura Hannan
BNP Paribas	Mari Angela Fumagalli
Citi		Chris Brewster
Citibank Europe PLC, Dublin	Robin Leary
Euroclear		Alan Bredin

· 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. SR2012 Common CR review – CR304 Request to add code for YTM (yield to maturity rate)
1. SR2012 S&R and Common CR review – any further points
1. Offshore CNY Best Practice review
ROLLING AGENDA ITEMS
1. ISO 20022 Securities SEG, including the recent BJ on SSIs
1. (Euroclear Update – Alan on leave)
1. SWIFT UK Ltd User Group and Securities Advisory Group
1. T2S
1. AOB

The next meeting is scheduled for Tuesday 20th September 2011 starting at 14:00 at SWIFT



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, to include any changes required for SR2010.  
Alan Bredin has passed this to the business analysts working on SR 2011, with a response expected in May, now put back to August.
On-going (1): EUI.

(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.
Alan Bredin will raise at an SMPG S&R telco in March, with an answer for the next meeting in April (now June).
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.

(3) Terms of Reference
SWIFT updated the co-chairs in the terms of reference.
The co-chairs and Justin Chapman of NT have agreed the relationship between this group and the SWIFT UK Ltd Securities Advisory Group (see email from UK Payments 3rd May 2011).  JPMorgan provided a paragraph for the ToR summarising the relationship.  SWIFT posted <ToR-UK&IE S&R 201107v1-0.docx> on www.smpg.info in UK&IE SR&T Folder.
On-going (3): JPMorgan, to share the ToR with the SWIFT UK Ltd Securities Advisory Group.

(4) SR2012 S&R and Common CR review
A later version of the common changes, available to some members, contained a late change request from India, to be discussed at the next meeting.
JPMorgan, to make available to the group.
Complete.

(5) SMPG Query on Auto Registration Reporting
Email from SMPG circulated in May with the call for the June 2011 meeting (which was postponed) – 
“Dear All,

We have received the following query from one of the market participants, for which we would kindly request from you to discuss it in cooperation with your NMPGs and come back to us with your comments and opinion.

The query refers to the market practice ‘AUTO REGISTRATION REPORTING’ (see AUTO REGISTRATION REPORTING FINAL 4.1.pdf).
‘According to the market process they follow, which is the market practice described in the attached document for settlement and registration of physical securities, upon receipt of a certificate they issue an MT545, immediately followed by an MT508. This process, they say, it creates a problem for many of the clients, as receipt of our MT545 by their system immediately releases the securities on their side, notifying their underlying clients that the securities are available for sale.  One of their clients has suggested to adopt another process, by not issuing the MT545 until the securities have been received back from registration, and updating each step by MT548 instead of MT508.’

With this query we take the opportunity to make clear that this specific document was written based on legal facts i.e. even when the registration is not final the securities are already tradable. This is why a settlement confirmation can be sent prior the registration is finalised.
If there is any market where this rule does not apply, then we would be ready to go for a second scenario with the MP. 
Otherwise the MP document will remain as already is.

We would appreciate if you could send us your comments -if there are any of course-by end of June.

Kind regards

Karine Taquet                                Angela Katopodi                         Ton Van Andel
SMPG Facilitator                          SMPG Co-chair                           SMPG Co-chair”

See <AUTO REGISTRATION REPORTING FINAL 4.1.pdf>.
HSBC supplied comments to the meeting that for non-CREST eligible securities (eg physical securities) they send the MT 508 for registration before a single final Mt 545 on registration.
EUI supported a two stage MT 545 where legal title does not pass directly between the parties on settlement - settled-pending-registration, and fully settled.  This was agreed by those of the group present.
[Post Meeting Note, the following clarification received from EUI – 
“Legal 
In CREST, the updating of the holding balance with the recieved movement is the point from which Beneficial-interest is started and from where any such benefit is calculated. 
From this point of Beneficial-interest an onward delivery of/from that balance can be made. 
Under ETT conditions (nearly all UK securities) the Legal Title is received at the same moment. 
Under non-ETT conditions (eg Irish market) the Legal Title is received only at the point of register update by the registrar. So in fact, Legal Title is received even before CREST knows about it. 

CREST messaging 
Under proprietary DEX messaging, 2 states exist - Settled-Pending-Registration, and Fully-Settled. 
The CREST-ISO equivalent is to send 2 confirm messages (as noticed recently by Fortis in Netherlands) 

MP & Operations 
The global SMPG clearly indicates the Balance update to be the finality as it uses intra-balance movements to reflect the registration, indicating that Legal title is on the movement, even if there is more to come.
I suggest that in the UK, although using a 2-phase process (esp with Ireland; for UK the 2 phases are simaltaneous), that operationally we are the same. The client has full use and benefit of the securities as soon as they hit his account in CREST. 

If - for an Irish stock - the registrars refuse the movement, then the movement is unwound and the client simply gains a negative (short-sold) holding - with the appriopriate fines and counterparty liability for settlement failure etc. 

This is despite the fact that CREST recognises the dual-confirm concept. 

To put this to bed - I would recommend that we instigate a 2-phase option with the ISO settlement confirms: settled-pending-registration, and fully settled, One-phase markets just miss out the pending messsage, 
Then, 
SMPG should require all Nation MPs to declare the usage in their market, and the nature of what is permitted during the intervening period of a 2-phase settlement. ”]
JPMorgan, to give feedback to SMPG.
Complete.

(6)	ISO 20022 Business Justification – SSI Messages
BBH have had sight of an ISO 20022 business justification for Standing Settlement Instruction Messaging for Securities, Payments and Foreign Exchange submitted by ISITC, Omgeo and FPL.
BBH, to make available to the participating members of the group.
Complete.


2	SR2012 Common CR review – CR304 Request to add code for YTM (yield to maturity rate)
See <SR2012_Common_Maintenance_Requests_V03.docx> and
<SR2012_SettlementAndReconciliation_Maintenance_Requests_v02.docx> distributed with the call to this meeting.
The UK&IE SR&T MPG feedback is summarised in 
<UK&IE S&R MPG Summary SR2012 CRs v03.xlsx>, and distributed with the minutes of this August 2011 meeting.

3	SR2012 S&R, and Common CR review – any further points
No further comments on the CRs reviewed at the July meeting.

4	Offshore CNY Best Practice review
See <Offshore_CNY_best_practice_Guidelines_for_consultation[1].pdf>. distributed with the call to this meeting.  No comments on the document.
QUOTE
The best practice proposed by the working groups is now posted on swift.com (as per attached and can be accessed via the link below) for the community consultation until end of August 2011. The best practice document will be finalised and announced in September 2011.

http://www.swift.com/news/standards/chinese_Yuan_projects

We expect that the best practice guidelines may be further revised at different stages in the future, due to changes in different aspects. Please help to notify your contacts and feedback to us by the 3rd week of August. It leaves sufficient time for us to prepare the final document.

You can either request your contacts to send the feedback with indication of which market group they represent to the generic account – Offshore.CNY@swift.com or you send to that generic on their behalf.

It is nice, if your contacts can notify us, even with no issues for the document.
UNQUOTE


ROLLING AGENDA ITEMS

5	ISO 20022 Securities SEG, including the recent BJ on SSIs
See <ISO20022BJ_SSI_v2_with_comments.pdf> distributed with the call to this meeting.  No comments on the document.
Deadline for comments, via the SEG, is 15th August, no comments.

6	Euroclear Update
July 2011 update (no update in August):
SR2011
· EUI - on schedule, participant acceptance testing in progress
· EB and ESES – on schedule, at a slightly earlier stage than EUI
EUI and the ISO Service
· EUI DEX messages will continue.
· Following the announcement on the indefinite postponement of Single Platform in February 2011 a group paper on communications is being put together.
· Accordingly 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 is scheduled for 21st July.

7	SWIFT UK Ltd User Group and Securities Advisory Group Update
See the reports on action (3) of these August minutes for the update.

8	T2S
An information session was held in Zurich during the week of 11th – 15th July.
The User Defined Functional Specification (UFDS) was published in March, SWIFTStandards are working on a half or one day seminar to ‘demystify’ it, tentatively scheduled for the fourth quarter of 2011.

9	Any Other Business
9.1	MT321 SMPG MP - Clarification on Complete vs. Incomplete Instruction
An email has been received by BBH from Jason Brasile of State Street and (US) ISITC …
QUOTE
I am hoping you can help me with some additional clarity within the newly distributed SMPG Global Time Deposit market practice around defining an initial confirmation instruction as a complete vs. incomplete transaction. Both the original US and UK NMPG MP docs. were vague on the specific fields that are required to be populated to consider a transaction complete and thus can be auto-matured and not require a maturity or rollover instruction. 
Currently, the MP doc. states the following which was taken from the UK NMPG MP: 
Time Deposit Maturity Message 
To bring the US in line with the UK in terms of recommendation of instructing maturity instructions, agreement was made to recommend it is the sender’s responsibility to send maturity instructions prior to maturity date.  If the instructions on maturity were included within the original instruction (considered a “complete” original confirmation), an additional maturity message should not be sent unless the terms of the maturity have changed.  An instruction confirmation will be considered incomplete when the mandatory party field for the return of the loan/deposit contains NONE  instead of the settlement party instructions. :95Q::ACCW//NONE 
We need to clearly articulate in the SMPG MP which sequence occurrence of C/C1 this 95Q::ACCW//NONE appears which indicates an incomplete instruction.  First occurrence of C/C1 is the APCP sequence.  Second occurrence of C/C1 is APFM. 
Can you please review the below and verify: 
First Occurrence of Seq. C/C1 – APCP: 
1.	For a new Time Deposit (when the type of message is 'CONF') it would be considered 'incomplete' when 95Q::CDEA//NONE is populated? 
O	There is a footnote within the MP currently on top of page 15 that states the following: **CDEA//NONE can be used based on the assumption that the money will be received back from the same party as defined in the APFM (Subsequence C1 –Second instance). 
This leads me to think the 95Q::CDEA//NONE does not necessarily mean it is an incomplete instruction, but rather that the recipient is to infer some type of settlement details in order to auto-mature? 
2.	For a new Time Deposit (when the type of message is ‘CONF’) and when 95P::CDEA// with a BIC is populated, the 95a::ACCW must be populated with either SSIS or BIC to be considered a complete instruction. If 95Q::CDEA//NONE was populated in this same APCP sequence, the 95a::ACCW should not be included in the message. 
Second Occurrence of Seq. C/C1 – APFM: 
	 For a new Time Deposit (when the type of message is 'CONF') 95a::ACCW must contain the BIC or local ID of the local delivery agent and never contain "NONE" as there will always be a payment required to the counterparty at the onset of the deposit period.
UNQUOTE
Action (4): Co-chairs, to circulate to UK users of the MT 321.  
Note that Steve Loizou of GSAM and Amanda Jones of JPMChase are included in the original circulation.  Others in UK are Gavin Myles of Fidelity, and Andy Blantern, Michelle Rawlings, Carol Morris, Faye Mascall, Ben Harris-Sandstrom of Northern Trust.

10	Future Meetings
The date of the next meeting is scheduled for 
Tuesday 20th September at 14:00 at
SWIFT
The Corn Exchange
55 Mark Lane
London 
EC3R 7NE
To confirm attendance please contact: Tim Taylor, tim.taylor@swift.com 
Telephone 0207 762 2023.
Nearest underground stations – Aldgate, Tower Hill, Monument, Bank,
DLR Tower Gateway & Bank.

Outline Agenda
1. Previous Minutes and Actions 
2. Feed back on the SR2012 S&R and Common CR MMWG meeting.
ROLLING AGENDA ITEMS
3. ISO 20022 Securities SEG, including the recent BJ on SSIs
4. Euroclear Update
5. SWIFT UK Ltd User Group and Securities Advisory Group
6. T2S
7. AOB
Future meeting dates for 2011 are on the second Tuesday of the month at 14:00.  
SMPG S&R WG telco dates for 2011:

10	Actions Carried Forward
	Number
	Who 
	What 

	(1)
	EUI
	UK&IE S&R MP SR2010 Update
to update the UK&IE Settlement Market Practice document with any changes required for SR2010 & SR2011.

	(2)
	EUI
	SMPG document revision to map to 20022 format – Block Trade
to revise the Block Trade document

	(3)
	JPMorgan
	Terms of Reference
to share the ToR with the SWIFT UK Ltd Securities Advisory Group.

	(4)
	Co-chairs
	MT321 SMPG MP - Clarification on Complete vs. Incomplete Instruction
to circulate the (US) ISITC email to UK users of the MT 321



11	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.]).



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