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Minutes of UK & IE Securities Market Practice Group 
14:00pm 15th January 2008
at HSBC, London

· Attendees:

Barclays Global Investors Ltd
Jane Montana 

Jason Polis
Euroclear
Alan Bredin

Citigroup
Doug Warrington
HSBC Securities Services
Peter Chapman, Co-Chair

JPMorgan Chase Worldwide
Lynda McCartney, Co-Chair

Securities Services

Northern Trust
Peter Mahoney

SWIFTStandards
Tim Taylor

· Apologies from:

Bank of New York
Laura Hannan

BNPParibas
Mari Fumagalli

Goldman Sachs Investment
Garry Ainsworth

Management

Northern Trust
Dave Faulkner

RBC Dexia Investor Services
Eddie Casey, ISITC Europe Executive
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

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. Review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco

3. General ISO20022 update to inc correspondence from Alan Bredin re call for experts, Kevin Wooldridge re UK&IE coalition, SEG involvement
4. SMPG Final Minutes and Actions including Buy In template
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
Including: 

3. RMPG Meeting Monday 14th Jan
4. SMPG Newsletter
5. Nominations for Chair of SMPG
6. Next SMPG meeting and agenda
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) ISO Matters Relevant to S&R
The local ISO securities standards body (the TSC) would encourage the UK&IE NMPGs to be involved in their review of the reverse engineering material as part of the work of the ISO Securities Standards Evaluation Group (Securities SEG).  Six of the TSC are members of the Securities SEG, however, they are not necessarily practitioners involved in daily S & R operations.

For the group time constraints prevent direct involvement in any local ‘shadow’ SEG, and in any case JPMChase will be involved in the Modelling and Business Validation Groups, and SMPG will no doubt involve the NMPGs.  However, the group is happy to give input to any local ‘shadow’ SEG.
JPMChase, to advise Kevin Wooldridge of Euroclear – chair of the TSC.

Closed.  Jason Polis of BGI has joined the UK&IE SRT MPG and has been proposed by the UK TSC for membership of the ISO 20022 Securities SEG as a representative of this group.  At BGI he follows ISO 20022 developments and will act in this capacity for the group.  If there are SEG developments in which BGI are not interested he will alert this group that scrutiny from elsewhere is required.

ISO 20022 Securities SEG to be a rolling agenda item.  WG4 will publish version 1.5 of ISO 22022 as a Committee Draft by the end of 1Q2008.
(2) Partial settlement and split settlement instructions
This issue is now how to document the UK&IE MP.  The options are to either add something to the global document or to document in the UK&IE Settlement MP.  The group favoured the detail in the UK&IE MP and a reference in the SMPG block document.

The requirement is to document at a national level how the splits relate to bulk trading in the UK&IE markets.
Euroclear UK & IE, to produce a ‘straw man’ for review by the group at the next meeting.

Closed.  See <UK&IE Splits - Strawman v0.1.doc> distributed with these minutes.

Follow-on (1): JPMorganChase, to check the SMPG Bulk MP document to confirm that the CSD leg is excluded from the practice.  If the CSD leg is not excluded, amendment to the UK&IE settlement MP will be proposed.

(3) Attendance at UK Funds MPG
JPMorganChase, to request the relevant person at JPMChase to supply her details to Steve Wallace (UK Funds MPG co-chair), so that she may be added to the Funds MPG circulation list.

Closed.  The relevant person at JPMChase is now aware of the UK Funds MPG and may or may not be in contact with the UK Funds MPG chair.

(4 & 5) Euroclear Harmonisation
(4) Euroclear UK & IE, to make the terms of reference of the Communications Working Group available.

Closed.  See the standards EUI terms of reference document distributed with these minutes <Cross-border WG Terms of Reference.doc>.
(5) Euroclear UK & IE, to check if the Messaging Working Group is the same or different to the RMPG especially in the light of the global minutes which say:

“There is a need to have a regional NMPG for BE, NL, and FR to reflect the changes that will take place with ESES.  Euroclear (Kevin Wooldridge to propose a date?”.

Noted that the Message Working Group is different from the RMPG, it will deal with the specific Euroclear use of the messages.  The memo <C&S 040 Message Working Group.doc>, distributed with these minutes, explains how the group moves on from the RMPG.  Harmonisation remains with the SMPG.

(6) ISIN and Multiple SEDOLs
Citibank raised the following:

QUOTE

An interesting situation has been identified with regard to processing Irish securities, where the client sends ISIN, but where two Sedols exist. Based on the below I am very interested to know how your settlements operations are deciding which Sedol to default to.

We all have a process if the Sedol is UK or Irish listed, and can default using PLIS etc., but the latest incarnation is slightly different, as one Sedol is priced in USD the other priced in GBP, but both linked to the same ISIN. Technically a client can buy in USD then sell in GBP, whereby using two sedols forces the sale to be short, but the ISIN is technically not short.

At present the consequence of the this incarnation is that the trade would likely stop for repair, as without rules how would a system know which underlying Sedol to associate the trade to? By rule I infer the following:

1) if settlement amount is in USD than repair with Sedol priced in USD

2) if settlement amount is in GBP than repair with Sedol priced in GBP

However do you have rules built into your system for the above situation (and how do you link two Sedols with different price sources to one ISIN) or do you force clients to use the appropriate Sedol in such circumstances or do you have to manually repair such trades?

Just for your information -  4 examples of ISHARES ISIN's which have duplicated records for GB setup with different prices (GBP & USD) are:

ISIN

Sedol (USD quote)
Sedol (GBP quote


IE00B1FZS350 
B1G53G2 

B1G5362 


IE00B1FZS467  B1G53H3 

B1G5384

IE00B1TXK627  B1TXK62 
   
B1TYGH8 

IE00B0M62Q58 B1CDGF0 
   
B0M62Q5 

Really appreciate your views on this.

UNQUOTE

SWIFTStandards to request LSE whether this applies to ISHARES only.  LSE have confirmed this only applies to London - ie if a different currency of Quotation is available on the London Trading Platform (XLON) then there is a different SEDOL.
Closed.  LSE have confirmed that it applies to IShares only, (the Issuer is European Exchange Traded Fund Co).
(7) Emerging Market MPs
Citibank raised an issue on emerging market MPs:

QUOTE

Would you know if there are any plans for the CEEMEA markets to publish SMPG guidelines for their markets? Particularly interested in the following:

*
Bulgaria

*
Croatia

*
Estonia

*
Latvia

*
Lithuania

*
Mauritius

*
Oman

*
Qatar

*
Romania

*
Slovenia

*
Sri Lanka

*
United Arab Emirates

*
Vietnam 

Otherwise might we benefit from a similar approach to that adopted in Latam?

UNQUOTE

Citibank to determine if the (global) harmonised MP would not apply to these markets (as default).  The group see no reason why the global template and common elements should not be used.

Citibank to continue their research.

Responses so far indicate that the “common elements” are used with no additional information.  Romania are an exception: formats 95R and 95Q may be used for agents at the CSD and UAE have specifics for internal account transfers.
Follow-on (2): Citibank, to distribute findings so far.

[Post Meeting Note from Citibank:

The attached spreadsheet details the markets of interest and the responses received so far into Citi.  It would certainly be beneficial to cross check with your respective agents in these markets for consistency (or otherwise!).  The attached Word document represents a very detailed response from the UAE.

<<NMPG Review of New Markets.xls>> 

 <<STP Requirements.doc>> 
]
(8) Update on the Meeting on 13th December 2006 on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets
Co-chairs to provide a summary based on the original list of action items for this group.

Work in progress.  

On-going (3): Co-chairs.

David Broadway’s (IMA) paper is due in mid January.
Follow-on (4): Co-chairs, to distribute the IMA paper for discussion at the next meeting.

[Post Meeting Note – the IMA paper will in all probability, not be ready until after the Feb. meeting so distribution and discussion will be delayed.]
(9) SWIFT Update on Derivatives
SWIFTStandards, to check if this relates to trading or settlement messages.

Closed.  The pilot of contract notification messages between buy-side and custodians is essentially a settlement message, but note that no stock moves physically.  The message is more like a notification to a custodian carrying out a fund accounting role.
The instruments eligible for the pilot are credit default swaps (CDS) and interest rate swaps (IRS).
Follow-on (5): BGI to carry out some further investigations internally.
(10) Co-existence – Monitor of SMPG Approach
Group, to review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco.

Complete.

See section 2 of this meeting.

(11) MiFID and the UK&IE S&R MP Document
Citibank raised a query on the UK&IE S&R MP Document following the introduction of MiFID.
EUI, to investigate.
Complete.

EUI since responded:

“Regarding the Euroclear MiFID BA's review of the mail from Citibank. 

All the Euroclear UK&IE DEX's were kept in line during MiFID, and can therefore be used as a reference point to NMPG document alterations. 

For further information, the main MiFID BA has responded to each of the points raised (Citibank point in red, EUI response in blue):

“Page 9 - point 3 - the transaction reporting market is apparently mandatory for market side and client side trades. Also under this point, in the associated table it appears the following 22F codes should be deleted.



 RPOR/CRST/TRMD

Post MiFID, it is valid for a user to input a settlement instruction into to CREST and to choose not to transaction report through CREST so TRMD is still valid.


 RPOR//EXCH

It's actually TSO input on the transaction drives whether CREST transaction reports to an exchange (regardless of the value of the transaction report marker).  MiFID shifted the regulatory responsibility from the RIEs to the national regulator so I think it would make sense to remove.  



 RPOR/CRST/TRMT



 RPOR/CRST/TRMX



 RPOR/CRST/TRMY
 

Although the transaction report marker values stated above no longer generate a transaction report in CREST (post the introduction of MiFID) they are still valid values in CREST. 

Page 16 - section 2.2 (format of safekeeping account)

It now seems the BIC, FRN code or Internal Reference can be used. A member of the exchange has to quote either the BIC, FRN or internal code of their counterparty in response to MiFID reporting. These three codes appear to have single character references - B for BIC, R for FRN and I for Internal.

The BIC, FRN or internal reference are only supplied for transaction reporting purposes and doesn't replace the participant ID and account ID CREST requires for settlement.  In the proprietary messages users specify this information in existing fields (the buying/selling client ID hidden/shared fields) - It was my intention  that they would do the same for ISO messages.”
Follow-on (6): Group, to review the current UK&IE Settlement MP for inclusion of SR2007 and the points above.

(12) Factored Securities
Research at HSBC has revealed at least four GB securities that price in that are factored.

HSBC, to investigate further and seek assistance from Euroclear when considering fields on a proprietary message vs an ISO message.

No further information.
On-going (7): HSBC, to liaise with EUI on exactly how this operates at EUI.

2.
Review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco
See <http://smpg.webexone.com/r.asp?a=12&id=24202> for the business and high level analysis document <S&R ISO 15022-20022 Reverse Engineering v1_1.doc>

Also <ISO 15022-20022 reverse engineering one pager.pdf> distributed with these minutes.

Comments received from RBC-Dexia.
Action (8): SWIFTStandards, to respond following this discussion. 

Post Meeting Note – Response sent 22/1/08.
Action (9): SWIFTStandards, to contact the SWIFT UK Ltd User Group Chair with a view to distributing the SWIFT Board paper that deals with the overall strategy for migration to ISO 20022.

The open items (see p14 onwards) were reviewed in readiness for the SMPG telco on 22nd January.

2.1. Settlement Instruction and Confirmation - 1 Message
Agree – keep the current logic.
2.2. Settlement Instruction and Confirmation - Derivatives
Agreed – derivatives should be a separate ISO 20022 project.

2.3. Settlement Instruction and Confirmation - Modification
Some of the business needs acknowledged, but consider that the proposed functionality is not in line with the principles of reverse engineering. 
[Post Meeting note – following discussion within Citibank, identified a need for an indicator in the cancel message to show the intention is to cancel only or is a first step toward a cancel and replace.]  
2.4. Settlement Instruction and Confirmation - Cancellation
Agreed.

2.5. Settlement Status and Processing Advice
Unclear if the proposal is for separate messages or separate statuses within a single message.

The group would agree with splitting the MT 548 functionality into a number of messages in order to gain business benefit.  

2.6. Negative Sign in Amounts, Quantities
Not covered at this meeting – not a high priority open item (not green).
2.7. Reference Ids
See embedded document <SpecificationsIDandReferences.doc>.  
A complex paper.  Agree conceptually.  Require a walkthrough and education in order to understand the concepts fully.
2.8. Linkage
Seems same as in ISO 15022.  Any requirement for why the linkage proposal is needed?  For example, a contingent trade.
2.9. Copy Mechanism
Await outcome of the telco and industry consultation meetings.
The other open items will be covered at the next meeting although this will depend on whether they are covered on the SMPG preparation conference call being attended by HSBC on behalf of the group. 
Action (10): Citibank, to create a spreadsheet with their thoughts and circulate for population by others (circulated 16/1/08). 

Access to the models produced from the reverse engineering to be requested.
Action (11): Co-chairs, to request formal access to the models.
3
General ISO20022 Update
3.1. Correspondence from Alan Bredin of EUI Regarding a Call for Experts
The call for experts from EUI is made as part of their ISO 20022 developments.  There are four in progress:
· Issuer Agent Communications – with the ISO 20022 Securities SEG

· Registration – in progress

· Claims and Transformations – in progress

· Issuance (eg MMIs) – in early stages.

Development takes place in three stages:

· Analysis for the single platform

· Involvement of experts from the five EUI markets

· Submission to the ISO 20022 Securities SEG

Interest in the Issuance development has come from DTCC and Clearstream.

Action (12): HSBC, to determine if any interest from their institution.

3.2. Kevin Wooldridge of EUI Regarding UK&IE Coalition and Involvement in ISO 20022 Securities SEG
There has been email correspondence between the co-chairs and KW.  The conclusion is that no pre-meet is required before the UK&IE SRT MPG meeting between the co-hairs and KW.  The EUI representative at the UK&IE SRT MPG is deemed sufficient.
3.3. Business Validation Group for the ISO 20022 Reverse Engineering Project
JPMChase have been invited to the Business Validation Group (BVG) in June – as many members of the BVG are members of the annual Message Maintenance Working Group.  JPMChase are unable to attend, however, the chair of the UK User Group, Pip Evans, has endorsed JPMChase’s substitution with HSBC, with which the group also agreed.

4
SMPG Final Minutes and Actions Including Buy In template
4.1. SMPG Meeting Minutes
The final minutes for the SMPG meeting in October 2007 have been issued and JPMChase have ‘ticked and tied’ them with the UK&IE comments.  The majority of the UK&IE comments have been incorporated.  Those not applied generally apply to other markets.  This agenda item now closed.

Action (13): Group, to review final minutes.

Action (14): Group, to review action list for the SMPG meeting in April 2008.

4.2. New SMPG Postings
Action (15): Group, to review all new postings for the next meeting.

4.3. Buy-In Questionnaire
Action (16): Group, to a) review internally, b) review document produced by CitiBank (circulated 16/1/08) and c) prepare a view on the Buy-In questionnaire issued by SMPG.

5
Update on the Meeting on 13th December 2006 on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets
5.1. Update
See above, previous minutes action 8.
5.2. Transfer Forms from the IMA
See 3 documents distributed for this meeting.

<fund transfer form - completion notes.pdf>

<fund transfer form (final).pdf>
<fund transfer form circular.pdf>
Note this item from JPMChase:

"You will all be aware from the minutes issued over the last few months that JPMChase and HSBC as the co-chairs of UK&IE SRT MPG have been working with the IMA on perceived issues with the Settlement of UK Unit Trusts.  As a result of the regular meetings they have been having, the IMA brought to their attention that due to a change to AML laws impacting funds effective 15th Dec 07, there was a new Stock Transfer Form (STF) being launched for Unit Trust transfers as the Equity STF was deemed unsuitable.  JPMChase and HSBC asked to be copied on any communication or guidelines issued by the IMA so that they could circulate them to this group - please see a quote from the IMA e-mail below and attachments detailed above."
From the IMA:
"As promised, here is the final version of the circular that went to IMA members yesterday afternoon, together with the form itself and some guidance that we have prepared as to how the form should be completed (as I mentioned last week, this is written principally for those outside the securities industry).  The circular includes a discussion of some or the challenges they are likely to face during the transition - note that this directed at fund managers and is not intended to steer buy-side institutions in any particular direction.
We have asked IMA members to help raise awareness of the new form with their distributors etc, but hope that you will also be able to assist by alerting members of the S&R NMPG.  We are asking for similar help from a range of other associations and groups, namely: AIFA, APCIMS, BBA, ISITC Europe, Law Society and TISA (and of course the Funds MPG)."
6
SWIFT Update on Derivatives
See above, previous minutes action 9.

7.
Update from Euroclear on Harmonisation
See above, previous minutes actions $ & 5.

Harmonisation to be covered by the Euroclear Message Working Group.

This agenda item to be retained for other Euroclear updates, eg delays in the CCI project.

8.
Co-existence – Monitor of SMPG Approach
See above, previous minutes action 1.

9
Update on any ISO Matters Relevant to S&R
See above, previous minutes action 1.

.  This rolling agenda item to be renamed ‘ISO 20022 Securities SEG Update’
4 AOB
10.1. RMPG Telco 14th January 2008
JPMChase reported on a call from the French representative describing the internal organisation of the French groups.  In France the standards groups have different attendees, the groups are: NMPG, SMPG and maintenance.  

In Belgium and the Netherlands the same representatives act across the groups.
In the UK the groups are coordinated.
Action (17): JPMChase, to obtain minutes and attend next meeting on 12/2/08. 
10.2. SMPG Newsletter
Issued.

10.3. SMPG Chair
Two nominations have been made: Genevy Dimitrion (US NMPG and current chair); and Paola Deantoni (IT NMPG).
The UK&IE SRT MPG decision was made at this meeting.
Action (18): JPMChase, to coordinate with the other UK(&IE) MPGs in order to submit a UK&IE vote.

[Post Meeting Note – vote cast on 8/2/08.] 

5 Future Meetings
The date of the next meeting is Tuesday 26th February at 14:00:
JPMorgan Chase
Room 3

60 Victoria Embankment
(John Carpenter Street)
London 

EC4Y 0JP
To confirm attendance please contact: Lynda McCartney
Telephone 01202 346831 (on the day you can get me on my mobile 07775 625852).

Nearest underground station: Blackfriars
Outline agenda: - [tbc]
1. Previous Minutes and Actions

2. Review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco
See <http://smpg.webexone.com/r.asp?a=12&id=24202>  These are the ‘one pager’ and the business and high level requirements analysis
3.
Global SMPG meeting preparation 

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. Euroclear Update
7. Co-existence – Monitor of SMPG Approach

8. ISO 20022 Securities SEG
9. Any Other Business
Future meeting dates for 2008 are on the second Tuesday of the month, except for February which will be Tuesday 26th, and March which is proposed to be the 18th.  April returns to the usual pattern on the 8th.
The next global SMPG meeting is scheduled for April 2008 in Paris.

6 Actions Carried Forward
	Number
	Who 
	What 

	(1)
	JPMChase
	Partials and Splits

to check the SMPG Bulk MP document to confirm that the CSD leg is excluded from the practice.  If the CSD leg is not excluded, amendment to the UK&IE settlement MP will be proposed.

	(2)
	Citibank
	Emerging Market MPs

to distribute findings so far.

	(3)
	Co-Chairs
	“Settlement” of Funds/Mutuals/Unit Trusts
to provide a summary paper on progress resulting from the meeting last year (December 2006)

	(4)
	Co-Chairs
	“Settlement” of Funds/Mutuals/Unit Trusts
to distribute the IMA paper for discussion at the next meeting

	(5)
	BGI
	SWIFT Update on Derivatives
to carry out some further investigations internally

	(6)
	Group
	MiFID and the UK&IE S&R MP Document
to review the current UK&IE Settlement MP for inclusion of SR2007 and the points in the EUI response to Citibank.

	(7)
	HSBC
	Factored Securities
to liaise with EUI on exactly how the four GB factored securities operate at EUI..

	(8)
	SWIFTStandards
	Review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco

to respond to RBC-Dexia’s comments.

	(9)
	SWIFTStandards
	Review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco

to contact the SWIFT UK Ltd User Group Chair with a view to distributing the SWIFT Board paper that deals with the overall strategy for migration to ISO 20022.

	(10)
	Citi
	Review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco

to create a spreadsheet with their thoughts and circulate for population by others.

	(11)
	Co-chairs
	Review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco

to request access to the models produced from the reverse engineering.

	(12)
	HSBC
	Correspondence from Alan Bredin of EUI Regarding a Call for Experts

to determine if any interest from their institution in the Issuance development

	(13)
	Group
	SMPG Meeting Minutes

to review the final minutes

	(14)
	Group
	SMPG Meeting April 2008

to review the action list for the SMPG meeting in April 2008

	(15)
	Group
	New SMPG Postings

to review new postings for the next meeting

	(16a,b,c)
	Group
	Buy-In Questionnaire

to a) review internally, b) review document produced by Citibank (circulated 16th January and c) prepare a view on the Buy-In questionnaire issued by SMPG.

	(17)
	JPMChase
	RMPG Meeting

to obtain minutes and attend next meeting on 12/2/08

	(18)
	JPMChase
	SMPG Chair

to coordinate with the other UK(&IE) MPGs in order to submit a UK&IE vote.


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----------------------------------------------
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