
[bookmark: _GoBack]Minutes of UK & IE Settlement, Reconciliation and Treasury Market Practice Group
10:30 11th December 2012 at SWIFT, London

· Attendees:
BNP Paribas	Mari Angela Fumagalli 
Euroclear		Jasbir Thumber
JPMorgan Worldwide Securities Services	Simon Burke, co-chair
Northern Trust	Zabrina Smith
SWIFT, Standards UK & Ireland		Tim Taylor

· Attendees by telephone:
Citibank Europe PLC, Dublin	Robin Leary

· Apologies from:
Bank of New York	Stephen Harris
BBH	Neil Lewington, co-chair
Citi		Chris Brewster

· Also Distributed to:
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 Investor Services		Eddie Casey
State Street	Peter Tulloch 
State Street Global Advisors Limited	Peter Shum
Threadneedle	David Ewings

· Agenda 

1. Previous Minutes and Actions 
2. Feedback on the SMPG S&R WG telco of 22nd October 2012
3. Review of the SMPG S&R WG minutes of 5th-7th November 2012
4. Feedback on the SMPG S&R WG telco of 10th December 2012
5. Co-chair vacancy – request for candidates
ROLLING AGENDA ITEMS
6. ISO 20022 Securities SEG
7. Euroclear Update
8. SWIFT UK Ltd User Group and Securities Advisory Group
9. LEI
10. T2S
11. SMPG S&R Securities Financing Sub-group Update
12. Term DBV Working Group report
13. AOB
The next meeting is scheduled for Tuesday 22nd January 2013 starting at 14:00 at BNPParibas, London, to follow on from Term DBV work in am.


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) Group membership
Co-chairs, to determine how to increase the investment manager participation and involve HSBC.
(1): Co-chairs, to write requesting confirmation of the other (observing, that is, those on the distribution list) investment managers.
June 2012 – The Blackrock representative to change, awaiting contact from the new representative.
August 2012 – leverage from the Term DBV contact list.
September 2012 – possible contact at UBS investment bank following the MMWG.
December 2012 – Report on NMPG activity in UK prepared for recent SWIFT UK Ltd SAG meeting.  No space on agenda available in December, to be taken forward at the March meeting with the intention of ensuring SAG members’ institution s become involved in NMPG work if they do not already do so.
On-going (1).

(2) Mapping Documentation between ISO 15022 and ISO 20022
Feedback on ISO 20022 mapping rules and their maintenance by SWIFT was discussed at the SMPG telco of 21st May.
The group view at the June meeting is that the existing translation document should be maintained as the messages are expected to be used in T2S, see
https://www2.swift.com/uhbonline/books/hub/uhbmultifacet.htm?filter=PRODFAMILY:Standards&filter=PRODNAME:Standards%20Translation%20Rules%20for%20Settlement%20and%20Reconciliation&&searchText=&startpage=1&pagesize=20&sortorder=PRODFAMILY_PRIMARY:A
(2): Co-chairs, to contact SWIFTStandards for update on discussions.  Not discussed at the SMPG S&R WG telco on 1st October.
Remains an open item at SMPG.
On-going (2):co-chairs.

(3) Scope of MT 537 Statement of Pending Transactions
NMPGs asked if their MP for the MT 537 included cancelled transactions.
Some firms do report cancellations in the MT 537 given the lack of an alternative.  Further feedback required in order to determine whether a change request should be raised in order to report cancelled transactions.
On-going (3): Co-chairs, remains open with SWIFT, see SMPG meeting minutes from November …
QUOTE
MT537 Pending Reports
· Handling of the cancel transactions:  1st time, include cancel transaction (as transitional information), then remove, rather than remove it as soon as cancel request is received.  Should we keep this practice?  Or not?  US / UK might like to keep – SWIFT to double check.
· SG:  Having a cancellation report will help both a/c servicer and a/c owner.  No cancellation report at the moment.  Very much limited to the sub-custody, but cancellation report can be useful.  After MT548, there is no “fail safe” for cancellation process.  Cancel records are kept in the system, but no “report” for cancellation.   
· AK:  It was once discussed and not agreed in the past.   SWIFT to double check with the members re. possibility of the cancellation report as new message type.  
· The usage of MT by meeting participants are as below (status of the cancellation):
Germany:  If no MT548, refer to MT537. No cancellations in MT537
Spain:  Use MT548, also for cancellation.  1st pending report vs 2nd pending report:  Disappeared ones are “settled” or “cancelled” – details can be seen in MT548.  
Poland:  MT548
South Africa:  MT548
India:  Might be relevant to have cancellation report.
Japan:  Yes, may be.  
UNQUOTE.

(4) French Transaction Tax
(4):JPMorgan, to report back on the topic at the SMPG S&R telco on 6th November.
Closed.  See SMPG meeting minutes from November (agenda item 3) and the SMPG posting on the website …
QUOTE
The SMPG would like to provide more information regarding the above mentioned French Transaction Tax, after its first publication on the smpg website (July 2012).
Upon request of the Chairman of the AFTI Group (AFTI = Association Française des Services Titres) which published the White Paper (last version November 19, 2012), the French NMPG is currently preparing two local Market Practices:
· A Corporate Actions Market Practice (MT564) and 
· A Settlement and Reconciliation Market Practice (MT54X and MT 515)
These two local Market Practices should be available as DRAFT papers in early Q1, 2013.
The local MP related to Settlement and Reconciliation will be applicable immediately after its validation as there is no new qualifier for that Transaction Tax created in the context of the Standard Release 2013.
The qualifiers that could possibly be used in the MT515 and MT54x are still:
:19A::LOCL
OR
:19A::STEX
The local MP related to Corporate Actions will only be applicable after November 17, 2013, as for this business area, the French Community has asked the creation of new qualifiers (CR accepted).
The French Community knows that an issue remains open, which concerns the reusability of these two MP for other markets. Currently more than nine countries have officially announced that they would create their ‘Transaction Tax’, it is however anticipated that the technical details will differ from one country to another.
UNQUOTE

(5) MyStandards – UK&IE MP Upload
Group members must request membership of the UK&IE group in MyStandards in order to be able to review the work.  A swift.com login is required.  It is likely the the MMI and Funds sections will be split into different ‘documents’.
(5): Group, to review and supply feedback.
On-going (4): Group.  Noted now possible to produce pdf output.
Intention is to review SR2012 and SR2013 UK&OE MP in January and February meetings and walk through MyStandards too.  January 2013 meeting to be same day as MPG meeting.

2	Feedback on the SMPG S&R WG telco of 22nd October 2012
See email of minutes of the 22nd October 2012 telco, distributed with the call to this December 2012 meeting.

3	Review of the SMPG S&R WG minutes of 5th-7th November 2012
BNPParibas gave feedback on the common sessions at the global SMPG meeting in Osaka, before attending the corporate action sessions.

3.1	Points of interest from the common sessions
See the minutes of the common and S&R sessions, distributed with these December 2012 minutes, <SMPGSR_ OSKA_Nov2012_Agenda&Minutes>.
LEI
SMPG view – is there a business case to build this?  Interest in using for reporting in S&R.  This group considers that a cross-function reporting group view is needed.
IPOs – Indian Draft MP
See <IPO_IN_MP_v2> distributed with these December 2012 minutes.  Scope is to describe usage of:
· MT502 for IPO bid subscription
· MT515 for confirmation of IPO subscription 
· MT545 for notification of receipt of shares 
· MT910 for notification of refund
· MT564 for notification of effective listing date
Business domains covered:
· IPO bid instruction and confirmation.
· Settlement of shares: Allotment and refund details, and receipt of shares.
· Financial instrument: Equities
· Service: Custody
Some concern regarding the routing of the MT 502 at the recipient.  
Action (5): Group, to review for the January meeting.
DR Processes in Asian Markets
Included airing of a draft DR practice, conversion between the DR and the underlying is another item that falls between S&R and CA MPs.  The UK&IE CA MP group recognise that the DR and the underlying are separate securities and that an event at issuer level results in individual events at DR and underlying levels.
Purpose of the document unclear.  It could be for issuance, cancellation and conversion between the underlying and the DR, however, the flows appear to represent arbitrage between the DR and the underlying.
Standardisation needed as issuers have their own styles of forms.
Action (6): SWIFT, to source a copy for the group to review for the January meeting.

3.2	Points of interest from the S&R minutes
Block Trade
QUOTE
· JASDEC requested for clarification as the naming of the practice is very confusing and other participants from JP agreed (can be seen as trade related subject).  AK answered that this is a block trade “settlement” when the allocation was not made at the trade level: Street trade is 1M, but settlement need to be separated (allocation at the global custodian level) and this is workable when using one GC for multiple funds.  Same process applies to SLB with large amount.  
· AK agreed to change the name to “Block Trade/Bulk Settlement”.  
· Partial settlement in different markets (US, UK, AP) to be checked.  Method of allocation:  pro ratio?  What about remaining share (allocate 1/3 each to 3 accounts?)  No clear practice so will remain SLA based. 
UNQUOTE
To be renamed Block Trade and Bulk Settlement.
Transaction Tax (French)
Also to be introduced in other markets, Italy next, the Italians have been talking to the French in order to close loopholes, for example the increase in trading in France of ETFs and swops.  Those collecting have been suprprised at the low value of the tax-take and expect the number of eligible trades and securities to increase.
QUOTE
FTT – status reporting by Axelle Wurmser (FR)
· Nov 9 2012 – data files start to be collected.  First FTT payment will start.  At the moment it is under T&T. (for transactions settled at Euroclear France)
· French ISIN with capital higher than 1Bil Euro – list will be published in December for the next year
· 9 types of transactions or parties are  exempted:  SLB, Intracompany trades, CCP’s, Market Makers,   CA can be taxable (attributions of shares)
· FR SMPG CA / S&R discussed:  business will not copy the white papers but providing the link.  More emphasis to CA market practice (more complexity because of the exemption scheme).  For S&R, flows between the major actors will not change.  Drafts will be delivered.  
· On Nov 24 2012, or after, the French Government may have an announcement on the result of the new regulation (they are keen to see the tax collected).   Depending on the outcome, there may be an amendment of the regulation (which can impact the market practice)
· In the EU, FTT 9 countries agreed on the regulation.  Plus 4 countries may join.  The US will also have FTT?  
· Possible scenario to carry the FTT at an international level 
· Qualifier:  LOCL?  But some customers may ask for a new qualifier if they use it for another purpose. 
· Need discussions with other NMPG in Europe at least based on FR draft.  OTC Derivatives may have to be added in the scope.  
· Where to input the tax amount in SWIFT messages:  At the moment local usage.  CA SMPG subgroup will cover the tax subject.  May be also necessary for S&R?    
· Frankfurt SMPG:  to discuss all the qualifiers and codes, etc.  
UNQUOTE
Tri-Party Collateral (US)
QUOTE
Tri-party party collateral management Appendix (MT527, MT540’s, etc.) – segregation of cash/securities collaterals
· Established by ISITC, AMF, ISDA, SWIFT to meet the regulatory requirement.  
· Current users of the MT 527-558 and 569 are  Clearstream, Euroclear and BoNYMellon, JPMorgan for their historical tri-party collateral management service offering.
· On Diagram 1, Germany questioned about the A/c owner – dealer communication:  AK:  Bilateral collateral management messages can be used between the a/c owner and dealer communication (not included in the tri-party security and cash collateral segregation (normal collateral management messages).  Underlying transaction flow not included as well.  
· On Diagram 2, Germany questioned about the actual settlement:  AK:  Will take place at the CSD but CSD is excluded from the diagram to avoid confusion.  
· On Diagram 2 (D) MT540 (custodian and Triparty collateral agent are different parties):  Shown as collateral receipt, but this is not a collateral receipt for the account servicer 1 (custodian). To be checked with JB. 
· On Diagram 6:  MT202 is used because IM are considered as FI in the US?  Yes.
· Settlement information in MT527:  Not yet materialized as the  change request.  US says that they will test the practice first and if it is effective enough, they will submit the change request.
· Mr. Katayama questioned about the major vendors in this area:  Need to be checked and answered (with JB).
· JASDEC questioned the status of the ISO 20022 Triparty Collateral Management Message.  AK:  No particular status.  Has been withdrawn as no interest expressed by the existing ISO 15022 users.
UNQUOTE

4	Feedback on the SMPG S&R WG telco of 10th December 2012
Agenda:
1. Tri Party Collateral Segregation Pledge and Release (Jason): Review appendix for global community comment to incorporate appendix as part of the overall Security Collateral SMPG market practice (see attachment) – Jason will provide more information, especially with regards to questions raised in Osaka (Meeting minutes page 8)
1. Block Trade/Bulk Settlement: Based on the meeting minutes (page 7), additional questions from Simon.
1. SMPG meeting minutes – Osaka: Discuss any comments/questions on all other topics discussed during the two days meeting.
1. MyStandards – Status on MPs

Tri-Party Collateral Segregation Pledge and Release
See the draft MP published by the US and distributed with these minutes.
Co-chair recommends that members read this and provide feedback for the January meeting
Action (7):  Group, to read and provide feedback for the January meeting.
<MARKET-PRACTICE TriPartyCollateralManagement_V2.5-Appendix>.
The UK&IE have a related interest in the use of the MT 527 with the Term DBV work.
Noted that the US have identified additional requirements for identification of the counterparty 
Also noted that there is interest locally in using the CREST repo transaction rather than a delivery (DEL).

5	Co-chair Vacancy – Request for Candidates
Please note JPMorgan’s email of 14th November …
QUOTE
After 2 years in the role Neil Lewington of BBH has advised that he intends on stepping aside from the co-chair role within the group.
Firstly I would like to offer my thanks, and that of the group, to Neil for the past couple of years work and welcome the news that he intends to remain an active group member.
I would also like to ask other members to consider stepping forward into the role.
UNQUOTE
Details of the role given in the email.

ROLLING AGENDA ITEMS
6	ISO 20022 Securities SEG
See www.iso20022.org for more details
Nothing to report this month.  Note that the ISO 20022 Securities SEG are involved in the ISO 15022 message maintenance process, in order to maintain interoperability and coexistence.
Call scheduled week beginning 5th November.

7	Euroclear Update
EUI ISO Meeting held in July
Minutes of the meeting are due soon. 
The direction is not clear and a follow-up meeting will be held.
Queried whether any of the T2S ISO 20022 messages may cover any of the functionality missing in the current ISO DEX.  This gap analysis is in progress.
Some firms see a potential advantage in rationalising their gateways and hardware.

8	SWIFT UK Ltd User Group and Securities Advisory Group Update
The SWIFT UK Ltd SAG have taken note of the recommendations of the NMPGs regarding the country vote on security message maintenance.  JPMorgan reported that the process, including liaison with SWIFT UK Ltd’s secretariat – the Payments Council, has worked very straight forwardly.
Next meeting – 29th November.
Note the view of the SWIFT UK board regarding the extension of the character set in FIN in board paper <DP176_NonLatin_char_MT_FIN_1212_V4>…
QUOTE
The UK does not support this approach.  Members recognise the business requirement but are concerned that this solution would perpetuate an old technology that inhibits STP, when the community should be moving to ISO20022.  Members are also worried that unless the whole end-to-end chain agrees to exchange these messages, intermediaries will get caught up in the payment flow and be unable to pass on information.  Banks may also be compelled to join a MUG if large institutions in other regions begin to use the new messages.  This would perpetuate MT for much longer and lead to increased costs in the back office as dual systems would need to be maintained until migration to ISO20022.  While MX is challenging to implement in legacy systems, it is the industry’s preferred standard and would resolve the problem of restricted character sets
UNQUOTE

9	LEI
At the SMPG meeting in April the vice chair, Rudolf Siebel, gave an update on  regulatory affairs (reporting / trade repository mechanisms) and LEI Progress Status.
The [SMPG] meeting considers that SMPG should be involved in producing a general template.  The SMPG chair is to determine how to open dialogue with regulators with a view to becoming involved.
SWIFT circulated their position on LEI and the Registration Authority (May 2012).
Extract: “The approach proposed by the FSB will establish a simplified governance model for the global LEI system”, said Paul Janssens, LEI programme director at SWIFT. “This is a change in terminology rather than functionality and not a reflection on SWIFT or its capabilities; the tasks of allocating LEIs, and validating and distributing data do not change,” said Janssens. “SWIFT has confirmed its commitment to play a role in the allocation of LEIs. We continue the development of our proposed solution in full collaboration with the DTCC.”
Note that the MMWG intends to set up a conference call on the usage of LEI in messages, following the rejection of a US request for an LEI field.
Nothing to report this month.  

10	T2S
An event held on 8 May marked an important milestone in the T2S project, denoted the birth of the T2S Community and commemorated the first signatures to the T2S Framework Agreement.
The first nine CSDs to sign the T2S Framework Agreement represent the first members
of the T2S Community: 
· the Bank of Greece Securities Settlement System, or BOGS (Greece);
· Clearstream Banking AG (Germany); 
· Depozitarul Central S.A. (Romania);
· Iberclear (Spain); 
· LuxCSD S.A. (Luxembourg); 
· Monte Titoli S.p.A. (Italy) ; 
· National Bank of Belgium Securities Settlement System, or NBB-SSS (Belgium); 
· VP LUX S.á.r.l. (Luxembourg) and 
· VP Securities A/S (Denmark).
Nothing to report this month.  

11	SMPG S&R Securities Financing Sub-group Update
JPMorgan noted that repos are a ‘hot topic’ in the SWIFT UK Ltd Securities Advisory Group, particularly for Northern Trust and Nomura.
Citibank Europe happy to have feedback from other UK&IE institutions on repos.
JPMorgan, have asked the SWIFT UK Ltd Securities Advisory Group for names for a UK&IE NMPG on repos, certainly a group to provide feedback to Citibank Europe for a broader UK&IE view.
Names received from Northern Trust and JPMorgan, awaiting names from other institutions.
Nothing to report this month.  

12	Term DBV Working Group Report
In the meeting at the end of October we managed to cover the vanilla input and settlement of a DBV outbound leg and creation of return transactions using MT527, MT558 and MT548 messages including the linkages which would be required to maintain the necessary context flow.  
The message mappings shown have concentrated on the core data attributes required from a business point of view, but we need to look at the complete message definitions to fill in the other mandatory attributes. 
The meeting at the end of November set out to: 
· include amendments and cancellations 
· complete the message attributes mapping to fulfil the complete set of mandatory fields for each message thus far 
· start introducing substitutions. 

13	Any Other Business
13.1	Question relayed by SMPG from NL MPG regarding IBAN field format
SMPG passed on the following question from the Dutch MPG ….
QUOTE
Dear all,

Please find below an issue raised by Gerard (representing NL) for which we would like to get your feedback. We can try to discuss this during our call on Dec 10th but I am afraid we will not get the time. 

All ISO 15022 messages (xx) using the field 97 allow Today the following format:

	Option A
	:4!c//35x
	(Qualifier)(Account Number)

	Option B
	:4!c/[8c]/4!c/35x
	(Qualifier)(Data Source Scheme)(Account Type Code)(Account Number)

	Option E
	:4!c//34x
	(Qualifier)(International Bank Account Number)



Option E was added in the ISO 15022 messages in SR2009 after approval of the CR by the Maintenance Working group.

With SEPA introduction in 2014, all cash account will have to be IBAN account but it will also be possible to use 97A to provide the IBAN. 

The issue that was raised by Gerard is the following:

“There is a need to have a MP how to deal with IBAN when IBAN is going to be the cash account (which will be the case in SEPA).
KAS Bank (and other banks) is not only using IBAN for the Euro accounts but also for ‘other currency accounts’. Therefore this is a global issue. Do we populate IBAN in cash account in 97A (since IBAN has become the cash account) or do we populate IBAN in 97E (since IBAN is an IBAN).

I suppose in both cases clients will disagree, but it would be great to have a ‘global standard’ for either 97A or for 97E.
My preference is to use 97A since the IBAN is going to be the standard cash account (after 01-02-2014 the use of IBAN as cash account is mandatory for euro accounts in SEPA but clients can request KAS Bank to receive IBAN instead of cash account in 2013). In other domains clients will receive the IBAN in the field for cash account (e.g. Tag 25 in cash statement MT940).

Main concern is not for incoming SWIFT messages where the IBAN could be put in either Tag 97A or Tag 97E, both can be handled. Issue is how to send IBAN in outgoing SWIFT messages.

KAS BANK does change ALL cash accounts into IBAN, not only the euro accounts but also Forex accounts. Therefore all clients will get new cash accounts, also clients in US or UK.

My concern is whether to put these accounts into Tag 97A or 97E.
I am afraid most of my clients (in US and UK) will not be pleased if I am going to put their cash account into Tag 97E. Here I do have a problem because I cannot use both 97A and 97E.”

Can we ask you to think about this and if we can’t share each other’s views on Monday, I will ask you to send me your feedback via email and I will compile all of them before re-discussing it at the next call.
UNQUOTE

Initial view from this meeting – if the recipient/process needed to know explicitly that a value was an IBAN then 97E is the correct way to go, but there is a strong view that as the IBAN is equal to Cash account then 97A is a valid format and therefore 97E may be redundant.
Action (8):  Group, to provide feedback asap please.

14	Future Meetings
The date of the next meeting is scheduled for 
Tuesday 22nd January at 14:00 at
BNP Paribas
5 Aldermanbury Square 
London 
EC2V 7HR
To confirm attendance please contact: Mari Fumagalli 
mariangela.fumagalli@uk.bnpparibas.com 
Telephone 020 7595 4988.
Nearest underground stations – Moorgate, Barbican, St Paul’s, Bank.

The conference call line is to be confirmed.

Outline Agenda
1. Previous Minutes and Actions 
ROLLING AGENDA ITEMS
1. ISO 20022 Securities SEG
1. Euroclear Update
1. SWIFT UK Ltd User Group and Securities Advisory Group
1. LEI
1. T2S
1. SMPG S&R Securities Financing Sub-group Update
1. Term DBV Working Group report
1. AOB
Future meeting dates for 2013 are on the second Tuesday of the month at 14:00.  
SMPG S&R WG telco dates for 2013:

15	Actions Carried Forward
	Number
	Who 
	What 

	(1)
	Co-chairs
	Group Membership
to write requesting confirmation of the other (observing, that is, those on the distribution list) investment managers, and to take forward [Report on NMPG activity in UK] forward at the March meeting [of SWIFT UK Ltd SAG] with the intention of ensuring SAG members’ institution s become involved in NMPG work if they do not already do so.

	(2)
	Co-chairs
	Mapping Documentation between ISO 15022 and ISO 20022
to contact SWIFTStandards for update on discussions.

	(3)
	Co-chairs
	Scope of MT 537 Statement of Pending Transactions
to report back after discussions at the next SMPG S&R WG telco. 

	(4)
	Group
	MyStandards – UK&IE MP Upload
to review and supply feedback.

	(5)
	Group
	IPOs – Draft Indian MP
to review for the January meeting.

	(6)
	SWIFT
	DR process in Asia 
to source a copy for the group to review for the January meeting.

	(7)
	Group
	Tri-Party Collateral Segregation Pledge and Release
To read and provide feedback for the January meeting.
See the draft MP published by the US and distributed with these minutes.
<MARKET-PRACTICE TriPartyCollateralManagement_V2.5-Appendix>.

	(8)
	Group
	Question relayed by SMPG from NL MPG regarding IBAN field format
To provide feedback asap please.



15	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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