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Minutes of UK & IE Securities Market Practice Group 

14:00pm 11th May 2010
at Bank of New York Mellon, Queen Victoria Street, London

· Attendees:

Bank of New York
Laura Hannon
BBH
Neil Lewington

Citigroup
Doug Warrington & Chair
Euroclear

Alan Bredin

JPMorgan Worldwide Securities Services
Simon Burke, by telephone
Legal & General Investment Management
Brenda Walker, by telephone
Northern Trust
Liam Sroka
RBC Dexia Investor Services

Eddie Casey, ISITC Europe Executive

SWIFT, Standards UK & Ireland

Tim Taylor

· Apologies from:

Barclays Global Investors Ltd
Matt Barrett

Citibank Europe PLC, Dublin
Robin Leary, by telephone
· Also Distributed to:

ABNAmro Mellon
Luke Haughton

BNP Paribas
Mari Angela Fumagalli

Deutsche Bank
Dianna Wiseman

HSBC



INVESCO
Tom Gardner

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
· Agenda 

1. Previous Minutes and Actions 

2. SMPG meeting debrief - Citi

3. SR2011 and change request deadline of 1st June 2010

ROLLING AGENDA ITEMS
4. ISO 20022 Securities SEG

5. Euroclear Update

6. SWIFT UK Ltd User Group

7. T2S

8. AOB

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&2) SMPG – SR38 - Allegment

May 2009.  Allegement: the SMPG is asked by users to set business rules on what are the criterias for sending a 578. Some of the rules the users would like to have are:

· When should a 578 be sent? As soon as the cpty instructs or on SD-1? Some users are bombarded with 578 for trades they know about and handling the flow is so burdensome that they just do not look at any of them.

· Is there a way to identify markets where 578 are currently supported?

· Can there be a rule mandating the presence of a client of the REAG/DEAG on 578 in an Omnibus account market?

· Etc.

October 2009: 

· NMPGs believed it is difficult to give a general standard timing for the 578, some CSDs will send it as soon as it is not able to match the message received, some other on SD-1 etc…. The recommendation is that the timing of MT578 is defined by SLA.

· Action Point: NMPGs to identify which markets support the MT 578.

· We need to have our CSD system ready to take into account the settlement chain (at least 2 parties for the local agent and three for the local agent’s client: READ/DEAG, RECU/DECU, BUYR/SELL). If the CSD does not carry the full chain, then the allegement is useless to for the receving agent as he cannot forward the allegement to the appropriate client. The CSD should send back in the allegement all the information related to the settlement chain they receive.  
· The recommendation should be that at least all the matching fields should be present, if they are not and the allegement is sent out anyway then the alleged party must be very careful to potential cross matching (e.g. buyer/seller account is missing)
Action Point: Karine Taquet will work on a first draft for the MP: target for the first draft is next physical meeting 2010. It will include usage rules for identification and references.
Euroclear UK & Ireland reported that the  extent of the settlement chain given in the settlement instruction to be passed on in ‘Single Platform’ is likely to be resolved through SLA; there may be more than one option depending on transaction type.

The ‘Single Platform’ will pass on whatever has been supplied – the agent (mandated) and the ultimate client (not mandated)  EUI await direction from the SMPG on timing
EUI will supply the settlement chain beyond the agent if it is available.
Suggested that UK&IE should draft a national MP and if implemented put forward to SMPG.

(1): Group, to revert with data requirements for next meeting.
Closed.  Work still going on at SMPG, so close for now until it is the documentation is available.
(2): Citi, to monitor the SMPG position with Karine Taquet and Alan Bredin.  In particular were the UK views proposed to SMPG and did this include timings (e.g. earliest on T+1 and reminders)?
Noted that SMPG document should be reviewed for any UK&IE variances.

Observation made that T2S propose the cancellation of an allegment when the second side is submitted and matched.  The market view seems to be that this is not required.
Closed.  Work still going on at SMPG, so close for now until it is the documentation is available.
(3) SR-27 Place of Listing Usage
RBC-Dexia to check with ISITC on any updates.

Covered at SMPG S&R meeting on 21-22 October, await publication of the minutes.
See SMPG October meeting minute 

21/10/09: For the SMPG, this is no longer an issue. SMPG does not endorse the ISITC paper. Closed.
(3): RBC-Dexia, to supply an email for the minutes detailing the position of (US) ISITC, who are to review the latest document before resubmitting to SMPG.
RBC-Dexia have not yet received any information from the US, however, the issue will be raised during a call on SSIs with Jeff Zoller.

This may well be raised at the meeting to reform the Joint MiFID WG on 9th June.

On-going (1): RBC-Dexia, to report the outcome of the call with the US.
(4) SR-31 Time Zones
Euroclear UK & Ireland to review Timezones MP 3.1 document when available and to consult the five Euroclear markets to see exactly what business data is required and how to process a time supplied with a UTC offset including zero.  Expected to be used in confirmations and status updates.  Noted that this is a cross-discipline issue, also involving corporate actions (response deadlines, often a long time in the future), trade initiation and confirmation and funds (valuation points).

Euroclear UK & Ireland, to confirm the current.

No requirements posted yet.  Agreed clarity required at the February telco.  Noted that in Funds it is a relative time value, for example 15:00 every day, so the off-set from UTC will change when daylight saving time is on/off.  In TIC the time zone is taken to be that in which the MTF operates.
Latest SMPG thinking is that confirmation & status to have UTC added, and will normally be the time at the real PSET.
(4): Citi and Euroclear UK & Ireland, to follow-up, at the next week’s telco, the confirmation of the current status – that is - Karine Taquet of SWIFTStandards is to produce the requirements and publish before the SMPG meeting in April.

Complete.  Outcome of the telco identified that the trade and settled date(+time) fields may require qualification with a time-zone or UTC offset.
The default time-zone for trade date is that of the trading platform.

The default time-zone for settled date is that of the CSD.

CSDs are agnostic on the requirement for a time-zone, in their view it is the interpretation of the receiver.

SMPG participants on the telco have no strong views. Thus this work item will be closed and no SMPG harmonized market practice for use of time-zone will be produced.

This does not prohibit use by institutions or markets.

EUI would want to add UTC for international securities, however, there is no impact foreseen on domestic securities in CREST, if there is it will be detailed in the DEX.
Note that the ability to supply a time-zone will be built into SP, no details available as yet.
(5) Broker – Investment Management meeting on Settlement Efficiency
Euroclear reported that a meeting had been held recently by brokers and investment managers with the subject of settlement efficiency.  Was any one aware?  No.

This is the EUI client forum for investment manager clients.  The meeting happened on 29th January with a ‘reasonable’ attendance.  Stephenie Brock of Euroclear Bank has produced draft minutes.  Agreed these may be circulated to members with the provision that they are confidential.  Noted that the subject is physical settlement so not of direct interest to EUI.
(5): Euroclear UK & Ireland and Citi, to forward the minutes.
Complete.  See Citi’s email of 21st April.  No progress on this issue otherwise, Stephenie Brock of Euroclear Bank will keep this group in the loop.
(6) Initiatives to be Addressed by the Group in 2010
(6): Citi, to determine the work that the global SMPG will require NMPGs to undertake in 2010.

Complete.  Agreed that the group will maintain a visible list of initiatives in the Open Items section of the minutes; there may be additions from SMP.
Agreed to remove the lending and borrowing entry.
(7) Stamp Question from Kas Bank
Euroclear UK & Ireland, to update the group with their view at the next meeting (April).
Group, to revert to chair with names of the relevant people in their organisations.

(7): Citi, to circulate the email sent to Kaz Bank which included EUI’s view.

Complete.  See Citi’s email of 21st April.  

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). 

Follow-on (2): Group, to review and update the UK&IE Settlement Market Practice document and include any changes required for SR2010.
(8) SR2011 and Change Request Deadline of 1st June 2010
EUI are working on a couple of CRs.  No changes considered by the group yet except for the preceding item on CoC holdings.

(8): Euroclear UK & Ireland, to circulate their Change Requests as soon as possible for review by the group at the next meeting.
Complete.  Although the final change requests are not quite ready the group reviewed the details supplied at in the EUI report at the April meeting.  All three change requests were supported by the group.
1. DEX allows the legal reason for transaction reporting.  Some FSA reporting is not transaction related, in terms of settlement.  So Reported Client is already in the DEX so needs to extend to the ISO doc.  The reporting party may not be in the settlement chain;
2. Deposit Linking.  DEX allows for this to facilitate stock deposit reference for physical certificates being dematerialised into CREST, typically for onward deliveries;
3. Netted transactions.  MT548 where for example the transaction is rolled up into the net transaction, so the underlying transactions can carry the reference of the netted transaction.

Follow-on (3): SWIFT, to circulate the summary of the EUI change requests.

(9) ISO 20022 Securities Standards Evaluation Group (SEG) Update
· Collateral management, submitted by SWIFT, FPL, ISDA and ISITC (US)

· Discussion points on the Modification,  Replacement, status advice messages.

(9): Citi, to distribute details .
Complete.  See Citi’s email of 21st April.  

(10) SWIFT UK Ltd User Group Update 
The first meeting of the SWIFT UK Ltd Securities Advisory Group was held on 26th April.
(10): Group, to consider amendment of the terms of reference to include liaison with this group.

Follow-on (4): BBH & RBC-Dexia, to contact Pip Evans of Barclays, and SWIFT UK User Group Chair, to determine if a terms of reference change for this group is required.
Follow-on (5): SWIFT, to distribute this group’s current terms of reference.

(11) MT 321 – UK & IE and US Market Practices
Citi reported that the two markets are near agreement.
(11): Citi, to circulate the latest information on UK&IE and US discussions on MT 321 MP.

Complete.  See SMPG SR31 item below and Citi’s second email of 21st April.

Complete.  See Citi’s email of 21st April.  

Follow-on (6): Citi, to distribute news of recent progress.

(12) AFME Work on CCP to Clearing Member
(12): Citi, to circulate the presentation made at the AFME meeting of 18th March – 

Standardisation of CCP to CM communication flows.

2
SMPG meeting debrief – Citi
Attended by Citi for UK&IE S&R MPG and EUI as Euroclear.

2.1
General Session
See minutes and presentations on www.smpg.info, a “good session”.
· Karla McKenna (SMPG Chair) welcomed the group and announced the next SMPG general meetings.

· Amsterdam 29th - 30th of October (SIBOS week).

· Brazil (Sao Paulo or Rio de Janeiro) 2Q 2011.  After consultation, the different working groups agreed to Rio de Janeiro, and the tentative date to hold the meetings is 5th to 7th April.  Karla McKenna acknowledged the fact that Brazil may be considered by budget holders as an exotic location to host the SMPG meeting.  However, she emphasized the importance of having the first SMPG meeting in Latin America, and more specifically in Brazil as an emerging market, involved in many standardisation initiatives, who is also a member of ISO RMG.

· Attention drawn to the presentation on the initiative in the US by SWIFT DTCC and XBRL US to use XBRL-tagged messages from the issuers which may be readily converted into ISO 20022 messages.  Noted that at the recent Corporate Actions conference this idea was considered unsuitable for the UK, certainly by Capita.
· Queries (at this UK&IE meeting) on whether there is any output from the Coexistence event held recently?  Suggested that as this was a SWIFT funded event then any output would come via SWIFT UK Ltd.

RBC-Dexia support a shorter period of coexistence.
Consensus of this group is that if there is no end date then there is no driver.

250 ISO 20022 messages have been developed – 90 in payments and 160 in securities, FX and derivatives.  A further 150 are pipelined for securities and alternative investments.

As part of the effort to reduce total cost of ownership SWIFT have developed the Standards Developer Toolkit, more information distributed with these minutes and available on <http://www.swift.com/support/drc/develop/standards.page>.
Business cases for ISO 20022 are being developed [by who?]

· See presentation for update from EMEA.  Highlights include:
· Securities reference data

· Investor rights

· Securities law directive

· Supervisory regime

· T2S

· ISMAC market practice book published

· WG11 reference data work complete

· Link Up

· Giovaninni Barriers

· Taxation issues (barrier 11)

· Settlement periods T+2 (barrier 6)

· Buy in rules (barrier 3)

· Investment Funds process

· Standardisation

· See presentation for update from Americas.  Highlights include:
· DTCC adopting 20022 notifications by April 2011

· XBRL – question on who would be responsible for tagging docs.

· 20022 for Funds – accounting statements, total portfolio valuations, balance reports – all due later this year

· FX messaging for settlements (e.g. MT380 FX order and MT381 order conf)

· MT548 extensions 

· Time deposits

· See presentation for update from Asia Pacific.  Highlights include:
· Most time spent on presenting the economics, ABMI, CSD fees, transaction fees, barriers in Asia (e.g. FX, overdrafts, tax, omnibus accounts, regulatory, securities numbering  and message formats)

· Introduced the concept of an Asian ICSD

2.2
Settlement and Reconciliations WG
See minutes on www.smpg.info, when available.

· SR-01 Derivative settlements
· Point 7 - market practice will be updated, otherwise closed. 

· Point 8 - business case provided (to be agreed August). Basically a rules relaxation requested. 

· Point 9c - requires a market practice update. 

· SR-05 Factored Securities
· Page 8 of the NMPG document changes current face from mandatory to conditional.  The conditional qualification is typically current face is mandated when the investment manager is instructing their global custodian which is also their fund accountant. 

· Next step is to transpose the ISITC document into SMPG format. Target end of June
· SR-16 Unitised Bond GMP
· Complete, closed.
· SR-31 Time Deposits
· Final draft should be prepared by the US by October. Need to follow up with UK team (Amanda Jones, David Law [State Street] and Janet Awolesi [BNYM], etc) on two points - 1. Reporting and handling of open time deposits past maturity and 2. The latest proposal on differences (no interest settlement...). Key points are: Do the UK agree that interest/principal be compounded at rollover or not [there are three scenarios proposed by Jason]; The UK also to confirm auto-maturity is assumed if complete details of the loan were provided in the original instruction (unless an Sla override is in place) = incomplete instructions do not auto-mature. Finally the US, as noted, require the UK opinion on reporting open time deposits past maturity (thought is simply the Inv manager sends a maturity instruction for the open TD
· SR-32 CSD-CSD Settlements
· Complete, closed.
· SR-33 Time Zones
· Lively debate on this topic, however the group decided there is no SMPG requirement to produce a unified document.
· SR-34 ISO MT535 and 20022 Second Balance report
· Complete, closed.
· SR-36 Countries with no NMPG
· No change.
· SR-38 Allegement
· No change.
· Again lively debate and the published draft uses the new template for SMPG documents. Extras being asked for are:

· If an allegement is rejected include the possibility for the counterparty to give the reason for rejection.  Clearstream asked for a new status code, to which could be appended the current unmatch reason codes, to differentiate a counterparty rejection rather than a CSD reject. 

· The published draft needs one change for the activity diagram - under alleged party there is a final decision box without qualification.  This is qualified by 'send instruction or allegement'
· Other Items - SMPG document revision to map to 20022 format
· UK - to revise the Block Trade document
Action (7): Group.

· Other Items - Replacement/Modification messaging in 20022
· Replacements - if the new replace fails SMPG needs to consider should: 

(a) the cancel and new be rejected

(b) process the cancel but advise the new is rejected

(c) what about the references MT548 for cancel and another for the new or simply one replacement ref?

(d) should the replacement carry the same reference as the original or a new reference?
· The UK&IE S&R MPG are in favour of the cancel and replace method
Action (8): Group., to review the Modification business justification documents distributed by Citi in their email of 21st April

· Other Items – Modifications
· If it is a multiple field modify it has to be all or nothing. If 3 changes, 2 ok and 1 fails, reject all, highlighting the 2 that are ok and the 1 fail.

· Should the modify allow for both matching and non-matching field modifications? Rules would be needed for matching fields.

· Other Items – Business Application Header (BAH)
· Designed to carry business header data related to the payload and ensure that the ISO 20022 messages are network independent

· The BAH would become part of all the ISO 20022 messgaes, having said that there may be an opt out if the business reasons are strong enough

· To be resolved: will there be replication of business data currently in the ‘block 4’ – payload equivalent of the message
3
SR2011 and Change Request Deadline of 1st June 2010
See action (8) above.
ROLLING AGENDA ITEMS
4
ISO 20022 Securities Standards Evaluation Group (SEG) Update
See action (9) above.
No update this month as Robin has not joined the meeting.
5.
Euroclear Update
5.1
ISO

ISO 20022 – For Single Platform

No change:

· Market Claims:
On hold.  Owing to resource prioritising from SP rescheduling
· RHI
Registration & holder ID – similarly on hold

· Issuance
similarly on hold

ISO 15022 – SR2011 Submissions
S&R, 3 changes for UK – core info discussed last meeting, CR submission documents still not finalised (examples etc).  May not make the deadline.  See also action (9) above.
· 1 – for UK – where transaction-reported client is not in the settlement chain (new qualifier RPTC in other parties) 
· 1 – for UK – to link stock deposit to deliveries (new qualifier CERT in linkages of MT54*)
· 1 – for UK – include the Nett tran ID, on a cancel of inclusion notification (new qualifier NETR in linkages MT548)

5.2
Euroclear EUI

· SR2010:
Dex available May 20th
5.3
Euroclear Bank

· SR2010:
Dex available soon
5.4
Euroclear Group

· Single Platform Rollout, no change:
· SP-rollout, no change – still awaiting June Board

· Announcement (late Feb) re: SPC for EB – now planned for 2011

· Announcement (9th March) re: SPCBM – planned for Q2 2011

· Knock-on dates – awaiting Board decision

6
SWIFT UK Ltd User Group Update
The first meeting of the SWIFT UK Ltd Securities Group was held on 26th April.  Details to follow when available.
See also action (10) above.
7
T2S
Defintely delayed, 6-12 months rumoured.  Also rumour of an ISO 15022 facility.
8
Any Other Business
8.1
Lending and Borrowing
BBH has found variations across custodians with the interpretation of ‘available’ balance with regard to settlement for lent and borrowed positions [is this what Neil meant?].
Action (9): Citi, to solicit views from custodians on whether they are following what SMPG market practice as exists in this area.

BoNY suggested that the definitions of available and unavailable should be revisited.

Action (10): Group, to consider for the next meeting.

8.2
The new CLEA code – Place of Clearing
Action (11): Citi, to distribute a note on the use of the Place of Clearing place field code.
8.3
AFME
Action (12): Citi, to distribute a definition of AFME.
[Post Meeting Note: See Citi’s email of 18th May.]
8.4
Central and Eastern European use of Pre Advice of Confirmations
The group agreed that the CEEMEA email on MT547 usage as a pre-advice is not applicable in the UK/IE.  MT547 represents settlement finality.  Some markets were concerned about insolvency situations and the need for a pre-advice MT547 as insolvency may (will?) require an unwinding of the settlement – basically breaking the DVP concepts.  However, insolvency is a specific circumstance and often legal overlay demands unwinding regardless of a pre-advice or final MT547
8.5
GBX query from Karine Taquet
EUI received a query from SWIFTStandards regarding the use of pseudo currency code GBX.  EUI explained that:
GBX is a psuedo-currency code, relating to sterling pennies.  GBP5, = GBX500, 

Interestingly, it is also a decimalised currency, indicating fractions of a penny to be quite valid. 

GBX is used regularly to quote prices on stock exchanges, and can be seen on the LSE website. 

For EUI, the feeds received from trading systems do indeed have the ability to carry GBX, and as such it is defined in our currency table. 

However, it is NOT an ISO code, nor is there any expectation that it should be. 

Where should such a decision be made?  At the Bank of England?  At the Treasury?  By the BSI?  It is not immediately clear. 

Interestingly, the trade-2-clear initiative is producing messages which will therefore - theoretically - need to convey this information. 

Since ISO4217 defines GBP as maximum 2dp, then any decimalised GBX value simply cannot be carried under ISO GBP. 

This suggests that GBX may need to become a recognised code at some point in the future. 

EUI also note USX is in use (for US cent values) and is decimalised, although EUI does not have this listed in it's currency table. 

EUI can see no evidence of EUX which would - logically - denote Euro-cents. 

9
Future Meetings
The date of the next meeting is scheduled for Tuesday 8th June at 14:00 at

Northern Trust

50 Bank Street 
Canary Wharf 
E14 5NT 

To confirm attendance please contact: Liam Sroka by email LS76@ntrs.com  
Or telephone 020 7982 2095
Nearest DLR stations: Heron Quay and Canary Wharf. 
The underground is also available.
Outline Agenda
1. Previous Minutes and Actions 

2. Introduction to SP and CCI - EUI
ROLLING AGENDA ITEMS
3. ISO 20022 Securities SEG

4. Euroclear Update

5. SWIFT UK Ltd User Group

6. T2S

7. AOB

Future meeting dates for 2010 are on the second Tuesday of the month.
10
Actions Carried Forward
	Number
	Who 
	What 

	(1)
	RBC-Dexia
	SR-27 Place of Listing Usage
to report the outcome of the call with the US (Jeff Zoller).

	(2)
	Group
	Stamp Q from KAS Bank – MP SR2010 Update
to review and update the UK&IE Settlement Market Practice document and include any changes required for SR2010.

	(3)
	SWIFT
	SR2011 and Change Request Deadline of 1st June 2010
to circulate the summary of the EUI change requests.

	(4)
	BBH & RBC-Dexia
	SWIFT UK Ltd User Group Update
to contact Pip Evans of Barclays, and SWIFT UK User Group Chair, to determine if a terms of reference change for this group is required.

	(5)
	SWIFT
	SWIFT UK Ltd User Group Update
to distribute this group’s current terms of reference.

	(6)
	Citi
	MT 321 – UK & IE and US Market Practices
to distribute news of recent progress.

	(7)
	Group
	SMPG document revision to map to 20022 format

UK – to revise the Block Trade document

	(8)
	Group
	Replacement/Modification messaging in 20022
to review the Modification business justification documents distributed by Citi in their email of 21st April

	(9)
	Citi
	Lending and Borrowing
to solicit views from custodians on whether they are following what SMPG market practice as exists in this area.

	(10)
	Group
	Lending and Borrowing
to consider the definitions of available and unavailable for the next meeting.

	(11)
	Citi
	The new CLEA code – Place of Clearing
to distribute a note on the use of the Place of Clearing place field code.

	(12)
	Citi
	AFME
to distribute a definition of AFME.


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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