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Minutes of UK & IE Securities Market Practice Group 
14:00pm 17th July 2007
at BGI, London
· Attendees:

Barclays Global Investors Ltd
Jane Montana
BNPParibas
Daniel Nevill

Jorge Martins
Euroclear
Claire Murray

HSBC Securities Services
Peter Chapman, Co-Chair
JPMorgan Chase Worldwide
Lynda McCartney, Co-Chair

Securities Services

Northern Trust
Peter Mahoney
RBC Dexia Investor Services
Eddie Casey, ISITC Europe Executive 

SWIFTStandards
Tim Taylor
· Apologies from:

Bank of New York
Laura Hannan
Citigroup
Doug Warrington

Goldman Sachs Investment
Garry Ainsworth
Management

Northern Trust
Dave Faulkner
State Street Global Advisors Limited
Peter Shum

Threadneedle Asset Management Ltd
David Ewings

· Also Distributed to:

Aberdeen Asset Management


ABNAmro Mellon
Luke Haughton
Citibank
Nora Walsh
Deutsche Bank
Dianna Wiseman
HSBC Investment Bank
Neil Lewington

INVESCO
Tom Gardner
Nicole Harrington
Legal & General Investment Management
M&G Investment
Jon Parkhurst
Merrill Lynch
Brendan Toolan
Morley Fund Managers
Harold Bimpong

Newton Investment Management
Brian Bradley 
State Street
Peter Tulloch 

State Street Global Advisors Limited
Bill Meenaghan
· Agenda 

1. Previous Minutes and Actions

2. ISO 20022 Business Justification on Settlement & Reconciliation
3. SR2008 CRs

Rolling Agenda Items

4. Update on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets

5. SWIFT Update on Derivatives

6. Update from Euroclear on Harmonisation

7. Co-existence – Monitor of SMPG Approach

8. Update on any ISO Matters Relevant to S&R

9. Any Other Business
1.
Previous Minutes and Actions
1.1. Previous Minutes
Minutes accepted and may now be posted to the UK&IE folder of www.smpg.info.

1.2. Actions
(1&2) Update on the Meeting on 13th December on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets
(1) JPMorganChase, to follow-up contact with the co-chairs of UK Funds MPG (at the SMPG meeting in March) and arrange a meeting. 
Agreed to pursue as a local MP issue rather than as a JPMChase issue (who initiated the first meeting), therefore the co-chairs will meet the UK Funds co-chairs to determine the way ahead.
Complete.  The co-chairs and their subject matter experts will meet David Broadway, one of the UK Funds MPG co-chairs on 24th July.
(2) SWIFTStandards, to re-circulate the minutes of the original meeting (December 2006).  Note that the group’s view is that all points agreed to be business practice points rather than message/market practice points (February 2007 meeting).
Complete.
(3) Partial settlement and split settlement instructions
JPMorganChase & Euroclear, to check the updated document (updated at the meeting) against the UK&IE comments – see the March minutes of this group.  Document issued on 8th June.
Ongoing (1).
(4) Processing Change Message
JPMorganChase, to check the documents for updates as these are not detailed individually in the minutes, and against the UK&IE comments – see the March minutes of this group.  Document not yet issued.
Ongoing (2).  

(5) SR2007 Maintenance Impact [on SMPG Documents]
JPMorganChase, to check the documents for updates as these are not detailed individually in the minutes, and against the UK&IE comments – see the March minutes of this group
Ongoing (3).  The majority of the UK&IE comments have been included.  JPMChase to follow-on the remainder to determine the reason for their omission as this has not been communicated.  MPs where clarification required are:
· SR-17 Repo Complete MP - Clarification still required on top ups for both one message and two message
· SR-17 Basic Securities Lending/Borrowing – Date of document needs to change in line with the dates on the others documents already updated for 2007.
(6) Market Practice Document Template v3.0
JPMorganChase, to check the documents for updates as these are not detailed individually in the minutes, and against the UK&IE comments – see the March minutes of this group.  Document not yet issued.
Ongoing (4) version 3.1 posted on www.smpg.info post meeting 

<MARKET-PRACTICE Document template v3.1.doc> JPMorganChase to reconcile this version against UK&IE comments.
(7) Euroclear SR2008 CRs paper, following Meeting of RNMPG 23rd March, Paris
SWIFTStandards, to circulate to the group the original discussion paper with the feedback received.

Complete.  Received from Euroclear on 8th June and circulated to wider group by SWIFTStandards.
(8) Coexistence – Monitoring of SMPG Approach
JPMorgan, to follow up with Pip Evans of Barclays (UK UGC) and request minutes from last meetings [of UK User Group] and highlight that the mail sent was co-existence specific. 
Ongoing (5) 
Follow-on (6): RBCDexia also to keep this in mind when talking to Pip Evans on a separate matter. 
(9) SWIFT Update on Derivatives
SWIFTStandards, to distribute the article from ‘Dealing with Technology’.

Complete.
(10) ISO TC68/SC4/WG1 ISIN Review
BGI & HSBC, to enquire if anything heard about the review of the ISO Standard for ISIN.
Two issues reported:

· Alleged that there is a proposal to replace the ‘XX’ country code of Eurobond instruments with their actual country code

· Licensing issues if a US identifier incorporating a CUSIP is stored.

The group agreed that the following reflects their view on the licensing issue:

Sedols

Vendors are imposing restrictions on how their intellectual property is used in the public domain. Examples of data items that are being restricted are:

· SEDOL codes

· CUSIP and CUSIP embedded ISINs

· Securities Classification codes

· Credit Ratings

there are restrictions on how this data can be redistributed back to clients.Looking at SEDOL and CUSIP, each vendor has different restrictions and reporting requirements, although a common theme is that we need to be able to track who is seeing data from each vendor in order to comply with the licence agreements we have with each vendor.

As the LSE/SEDOL operate in the UK, they appear to understand the regulatory environment in which we operate in, and the group wide SEDOL licence for internal use permits the following:

· a periodic portfolio valuation report (containing SEDOL Masterfile Data) form a broker to a client would not require the client to hold a User Licence, or the broker to hold a Distribution Licence, since the broker's use will fall under Financial Services and Markets Act 2000;

· where a fund manager, broker etc. has outsourced its back office functions to a custodian, and receives regular reports (containing SEDOL Masterfile data) from the custodian as above, it is likely that a licence is not required by the fund manager solely on the basis of receipt of these reports. Where the fund manager, broker etc. is accessing SEDOL Masterfile data via a third party feed in order to carry out their trading activities, they would be liable for a user licence; and 

· if a pension fund is managed for a pension fund owner at the discretion of a third party management company, it is probable that the pension fund owner would not require a licence if their only usage of SEDOL Masterfile data was the receipt of this data as part of reports i.e. daily valuations from the pension fund manager

From a purely SWIFT messaging perspective, items 2 and 3 cover our usage of SEDOL data, and no further licencing is required, and the custodian has no requirement to monitor consumption, however clients do not have any database rights on SEDOLs that they receive in these reports – they can only be used to cross refer to SEDOLs stored in the clients own    database that must be covered by the clients own LSE SEDOL agreement.

Licencing requirements change if clients are allowed more direct access to data - e.g. via proprietory systems, as portfolio reports are potentially going to contain more SEDOL Masterfile data. For this kind of redistribution, an additional redistribution licence is required.  More significantly, the terms of the redistribution licence requires a custodian to be able to compile a list of clients who can see SEDOL data on an annual basis, so that the LSE can ensure that these clients have appropriate licence in place (end user licences are required for commercial sites that use over 500 SEDOLs).

The document at

http://www.londonstockexchange.com/NR/rdonlyres/98BE6965-6B0A-468A-B571-5A4AA1181A26/0/SEDOLPricingandPolicy.pdf
 gives more in depth info on LSE's licencing position.

RE S&P / CUSIP licence and the use of their interlectual property.

The most significant difference between CUSIP and other numbering agencies is that they extend their IP rights to ISINs that have CUSIPs embedded in them. This essentially covers US, Canadian, Cayman and Bermuda listed securities, as CUSIP are the numbering agencies in these jurisdictions.

Whilst Cusip do not view custodian services as direct  redistribution , is a problem when providing any kind of reporting that uses a covered identifier (e.g. Cusip, or US/Canadian ISIN) and the used a different identifier (e.g. A SEDOL) on their original instruction to us. In CUSIPs eyes, we are prodiving data back to client that they may not already have. Cusip are happy that if we use identifers that the client originally used to instruct us, the must already have the necessary Cusip licence in place, although this can be monitored is questionable.

The process that Cusip suggest is adopted is:

A)
Provision of a list of clients who receive Cusip data (e.g. Hold US or Canadian securutues) to Cusip.

B)
Whilst Cusip determine whether the client has an agreement in place with Cusip we are free to continue providing Cusip sourced identifiers to clients.

C)
Only if a client refuses to sign the necessary Cusip agreement would Cusip ask the custodian to stop delivering Cusip identifiers to that client.

Unless a client is entirely SEDOL bases, it is highly unlikely that they will not have a Cusip licence (all data vendors are required to restrict US/Canadian ISINs to clients who Cusip have approved).

Follow-on (7): SWIFTStandards, to circulate the recent SIN article on the issue.
Follow-on (8): Euroclear, to arrange for the chairman of ANNA, Dan Kuhnel of Euroclear, to update the group at the September meeting.
(11) Minutes from the SMPG Meeting in March 2007
JPMorganChase, to send mail to Alex Kech asking what happened re some of the comments made as documents. etc. have not been changed and to cc Kevin Wooldridge on the mail.  

On-going (9)
Items where clarification required are:
· SR-06 Partial settlement and split settlement instructions.  Treatment of bulks/blocks in UK&IE to be resolved
· SR-13 Processing change message.  What is the SMPG guideance on how this message is used in individual markets.  Should this be documented in national MP?
(12) Election of SMPG regional Director for EMEA
JPMorganChase, to coordinate UK&IE MPG response by end of June.  Corporate action and funds MPGs to be consulted.

Complete.  Armin Bores of Clearstream has been duly elected.
(13) SWIFT Hosted Funds Conference 27th June
SWIFTStandards, to distribute the information to the S&R ‘to’ mailing list.
Complete.  230 delegates from 100 firms across at least 8 countries attended. 
2.
ISO 20022 Business Justification on Settlement & Reconciliation
In addition to the note following comments were made on the business case for any subsequent migration to ISO 20022 and how it would be handled.  These are network rather than Standards issues and in SWIFT’s case should be followed up via national member and user groups.
Action (10): HSBC, to summarise the group response.

Post meeting note, the comments posted by Pip Evans of Barclays (one of the two UK RMG members) to ISO:

QUOTE

UK Comments

Specific comments received regarding S&R

a.  Statement of holdings (MT535) should already be covered in ISO 20022 by CustodyStatementOfHoldings.

b.  The ISO20022 StatmentOfInvestmentFundTransactions message should be considered for the statement of transactions (MT536).  Does it offer the required functionality?  If it doesn't the deficiency should be addressed by maintenance of the existing MX message rather than the addition of a separate message.

c.  Note that the associated cancellation messages also exist, although request messages are not provided currently, and will still be missing after the 2007 release

The following represents the combined view of the UK & IE NMPG for S& R and CA.

1.  The BJ encompasses most of the our key concerns on developing the ISO20022 suite of S & R  and Corporate Action messages whilst limiting the impact on current ISO15022 users.

2.  As a market practice group our main concerns are that we achieve the same levels of STP, do not have differences of functionality between the two ISO standards and both messages are maintained to meet the needs of the securities industry.  The paper covers these concerns.

3.  Having been through the experience of the ISO7775/15022 transition and a period of coexistence, the group recommends that no changes are applied to the new ISO20022 messages in the latter stages of ISO15022/20022 coexistence in order to limit the amount of development work in this period of changeover.

4.  We would like to see emphasis of the point referring to SMPG enhanced so that, rather than SMPG market practices being 'considered' it reads, - ensure that the global market practices defined by the Securities Market Practice Group (SMPG) are adhered to during the process.  The thinking behind this is that a considerable effort has been put into these definitions over the years and such wording shows a stronger intent to apply these.

5.  An institution feels that the Giovannini harmonisation initiative is not a valid justification for the reverse engineering of 15022 and the development of 20022 as the current targets for Barrier 1 can still be achieved by using 15022. However, this is not the view of the Market Infrastructure who have already raised Business Justifications to the ISO20022 Registration Management Group for Market Claims and Automatic Transformation, and Issuers' Agents communication for Corporate Actions where ISO15022 is not considered 'fit for purpose'.

6.  An institution expressed concerns at the cost of Market infrastructures adopting both ISO 15022 (temporarily) and ISO 20022, the cost of migration for current users of ISO 15022 (ROI) and the cost of coexistence.

UNQUOTE

3
Review of SR2008 Common and S&R Maintenance Requests
3.1
COMMON Maintenance Requests
The common SR2008 CRs were reviewed from the document: 

<SR 2008_COMMON_Maintenance_Requests_v2.doc>

	No
	Raised by
	Title
	UK&IE S&R View



	1
	SWIFTStandards
	MT 549, request for 506, 507 and 569.
	OK

	2
	LU
	Strike price -  Additional format option for field 90a
	Happy to restrict to CA msgs, non applicable to S&R

	3
	Eurobond Markets and NMPGs of FR and UK & IE
	Non-standard coupon ending date – Addition of field 22F::MICO codes
	OK

	4
	ISITC Corporate Actions Market Practice Group (US)
	Previous and next factors – Amendment of field 92a definitions
	OK

	5
	US, SWIFT National User Group
	MTn99 (599): Expansion of MT size and creation of a new 79 field format
	OK – Recommend additional format for field 79 of 70*50x ie not repetitive.

	6
	Euroclear Group and the NMPGs of France, Netherlands, UK & Ireland
	Greater precision of Preparation Date/Time
	OK


3.2
Settlement and Reconciliation Maintenance Requests
The settlement and reconciliation SR2008 CRs were reviewed from document:

<SR 2008_S&R_Maintenance_Requests.doc>
	No
	Raised by
	Title
	UK&IE View

	1
	SWIFTStandards
	MT 540, 542, 544, 546: Certification date, option B deletion
	OK

	2
	SMPG
	MT 548 : Processing change command status reporting
	OK, but ensure 24B Reason codes for REJT cover the reject of an MT 530


	3
	SMPG
	MT 540, 542, 544, 546: Split cash/securities settlement not allowed
	OK

	4
	ISITC North America
	MT 540-8: Accrual period start and end date for re-rate
	Undecided – more understanding of business case required (at the meeting)

	5
	FR S&R MPG supported by the Groupement des utilisateurs de SWIFT en France (GUF)/ French NUG-NMG
	MT 54x (and all MT with field :22F::SETR): “Pension Livrée”
	SWIFTStandards Qs:
1) No, they coexist

Others to be answered by FR

UK&IE view – OK

	6
	Euroclear Group and UK & IE
	MT 54x (and all MT with field :22F::SETR): Residual transaction type
	OK – expand definition to state payment is over CSD

	7
	SWIFTStandards (see similar request from  LU, item 0).
	MT 54x (and all MT with field :22F::SETR): Tri-party reverse repo
	Looks OK, but at a higher level, when would an MT 54x settle inx be used rather than an MT 527? (see II.8)

	8
	LU
	MT 54x (and all MT with field :22F::REPT): REPO and REPC
	See II.7

	9
	FR S&R MPG
	MT 540, 542, 544, 546: Capital gains and portfolio transfers
	required in statements too?  
(MT 535 etc)

Undecided – more understanding of business case required (at the meeting)

	10
	SWIFTStandards
	MT 542-7, 586: Balance type in settlement instructions
	required in statements too?  

(MT 535 etc)

See 9 

	11
	Euroclear Group and BE, NL and UK & IE
	MT 536-7: Include market claims transaction type
	OK

	12
	Euroclear Group and NL and UK & IE
	MT 544-8, MT 536-7: Audit trail for automated transformation outturns
	OK

	13
	Euroclear Group and NL and UK & IE
	MT 548-9, 537: Definition of ‘frozen’ status
	To be continued at the August meeting

	14
	Euroclear Group and NL and UK & IE
	MT 544-8, MT 536-7: Report tolerance matching to clients
	To be continued at the August meeting

	15
	Euroclear Group and FR, NL and UK & IE
	MT 548: Additional cancellation reasons
	To be continued at the August meeting

	16
	Euroclear Group and FR, NL and UK & IE
	MT 548-9, 537: Central generation of return leg for bilateral financing
	To be continued at the August meeting

	17
	Euroclear Group and FR and NL
	MT 544-9, 536-7: Central generation of transaction for removal of a security
	To be continued at the August meeting

	18
	Euroclear Group and NL and UK & IE
	MT 548-9, 537: Additional reason code for pending transactions
	To be continued at the August meeting

	19
	Euroclear Group and NL and UK & IE
	MT 524: Standard features for intra position movements
	To be continued at the August meeting

	20
	Euroclear Group
	MT ???: Intra-position movement status
	To be continued at the August meeting

	21
	Euroclear Group and BE
	MT 540-7: Collateral eligibility indicator
	To be continued at the August meeting

	22
	LU
	MT 544-8, 536-7: Tri-party transaction references
	To be continued at the August meeting

	23
	LU
	MT 544-8, 536-7, 578, 586: Principal adjustement
	To be continued at the August meeting

	24
	NL
	MT 548-9, 537: Addition of new Pending Processing reason code
	To be continued at the August meeting

	25
	NL
	MT 540-3: Contingent upon linkage
	To be continued at the August meeting

	26
	SWIFTStandards
	MT 540-3: sending of copy to account owner
	To be continued at the August meeting

	27
	SWIFTStandards
	MT 540-3: Value date deletion
	To be continued at the August meeting


	Raiser
	Number Raised

	LU
	3

	FR NMPG etc
	2

	SMPG S&R WG
	2

	Euroclear Group & others (0...n)
	12

	ISITC North America
	1

	SWIFTStandards
	5

	NL
	2

	
	27


4
Update on the Meeting on 13th December on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets
See reported actions 1 & 2 above.
5
SWIFT Update on Derivatives
Full update held over to next meeting.
6.
Update from Euroclear on Harmonisation
Held over to September meeting.
7.
Co-existence – Monitor of SMPG Approach
See reported action 8 above.
8
Update on any ISO Matters Relevant to S&R
9.
AOB
None.

10
Future Meetings
The date of the next meeting is Tuesday 14th August at 14:00 at
Northern Trust Bank
50 Bank Street
Canary Wharf
E14 5NT
To confirm attendance please contact: Peter Mahoney 
Peter_Mahoney@notes.ntrs.com 
Telephone 020 7982 2962.

Nearest underground station is Canary Wharf
Outline agenda: - 
1. Previous Minutes and Actions
2. ISO 20022 Business Justification on Settlement & Reconciliation
3. SR2008 CRs
4. Review of agenda for SMPG meeting in October and telco in September
Rolling Agenda Items

5. Update on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets
6. SWIFT Update on Derivatives

7. Update from Euroclear on Harmonisation

8. Co-existence – Monitor of SMPG Approach

9. Update on any ISO Matters Relevant to S&R

10. Any Other Business
Future meeting dates for 2007 are on the second Tuesday of the month:

The next global SMPG meeting is scheduled for 5th – 6th October 2007 in Boston.

11
Actions Carried Forward Tim – have not edited these in line with comments made in case you did not accept them.
	Number
	Who 
	What 

	(1)
	JPMorganChase and Euroclear
	Partial settlement and split settlement instructions

to check the updated document (updated at the meeting) against the UK&IE comments – see the March minutes of this group.  Document issued on 8th June

	(2)
	JPMorganChase
	Processing Change Message

to check the documents for updates as these are not detailed individually in the minutes, and against the UK&IE comments – see the March minutes of this group.  Document not yet issued

	(3)
	JPMorganChase
	SR 2007 maintenance impact
to follow-on the remainder [of the UK&IE comments] to determine the reason for their omission as this has not been communicated

	(4)
	JPMorganChase
	MARKET-PRACTICE Document template v3.0.doc

to reconcile version 3.1 against UK&IE comments

	(5)
	JPMorganChase
	Coexistence – Monitoring of SMPG Approach

to follow-up with the SWIFT UK User Group Chair in order to request minutes from the last meetings [of the SWIFT UK User Group] and highlight that the mail sent was specific to coexistence

	(6)
	RBC-Dexia
	Coexistence – Monitoring of SMPG Approach

to also to keep this in mind when talking to Pip Evans on a separate matter

	(7)
	SWIFTStandards
	ISO TC68/SC4/WG1 ISIN Review

to circulate the recent SIN article on the issue

	(8)
	Euroclear
	ISO TC68/SC4/WG1 ISIN Review

to arrange for the chairman of ANNA, Dan Kuhnel of Euroclear, to update the group at the September meeting

	(9)
	JPMorganChase
	Minutes from the SMPG Metting in March 2007

to send mail to Alex Kech asking what happened re some of the comments made  as docs. etc. have not been changed and to cc Kevin Wooldridge on the mail.

	(10)
	HSBC
	ISO 20022 BJ on S&R

to summarise the group response

	(11)
	Euroclear
	SR2008 S&R CRs

For item II.2 to check that existing reason codes are suitable for the Processing Change Command Status


12.
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----------------------------------------------















� Action (11): Euroclear  to check that the field 24B Reason Codes are suitable for the proposed field 25D Status Qualifier of TPRC - Processing Change Command Status
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