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1) Review of outstanding SMPG open action items: (9:00 ( 10:30 – 10:45 ( 11:45)
A) Corporate Action Joint Working Group
The group discussed the relationship between the work done by the CA Joint Working Group and by the CA SMPG.

Christine Strandberg, Stephenie Brock and Frank Slagmolen are members of the CA Joint WG. They gave a status update on the progress made by this group. A draft market practice document will be sent by the end of September for market consultation.

The SMPG is not listed in the group or associations to be consulted for comments. The reason for this is that the SMPG is not a European-only association. However, the SMPG will receive the document for information. The document will be sent to all the CA SMPG members to give them the possibility to review it in their national markets.

Christine and Frank produced the below chart to clarify where and how the SMPG is positioned compared to the CA Joint Working Group and the other involved institutions, organisations and associations.
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The two CA SMPG co-chairs will talk to Rudolph Siebel to (1) get a better understanding of his role and implications in the CESAME2 group; (2) to determine how potential comments from the SMPG could be relayed to the CA Joint Working Group and be officially taken into account.

The group agreed to review the document for any conflicts with global market practice by 7th November and indicate whether a telco on 13th November would be needed to review any comments.  

(Action: NMPGs to review the document in their own markets and provide comments to Olivier Connan. All comments will be discussed and consolidated in an SMPG response. 

Note: The document’s objectives are to define market practices for CA to be applied by all the 27 EU countries, plus Norway and Switzerland. Contributions from other markets are welcome and will be discussed at the SMPG.

Post-meeting comment: The document “Market Standards for Corporate Actions Processing” has now been officially published and sent to the CA SMPG co-chairs. The document is now distributed to all the CA SMPG members with these minutes.
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31/10: Véronique and Benoit explained the purpose of the working group. The goal is to harmonize the CA processing by type of events (mandatory distribution, etc.)

The goal is to achieve the removal of the Giovannini barrier 3.

The option proposal solution from this paper is different than what SMPG is thinking for the moment. We will need to follow the evolution of this exercise.

Action: BE NMPG should read the document and send their comments to Charles ASAP (before the end of November).
Template of comment spreadsheet to be used by NMPGs:
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B) CA06.07 Dates/Rates/Price/Periods Consolidated matrix
See 
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The BE comments are marked with red crosses in the Excel sheet. We stop with LIQU/MAND and we will continue at the next meeting.
The consolidated spreadsheet makes a distinction between:

· X/O - elements mandatory or optional for all countries,

· SX/SO - country specific elements (mandatory or optional),

· C – Conditional elements

It should be noted that the input received is only applicable for the MT 564, i.e., the MT566 review is still to be done.

When finished, the date/period/rate/price information will be integrated to the global EIG grid.

The group reviewed the complete list of event types in the spreadsheet to ensure that the coverage was complete:

· The events already completed are highlighted in yellow. For some events the country specific elements only appear with an S. The X/O indicating whether the element is mandatory or optional is missing.

· The events not to be covered are highlighted in red.

· The events to be completed are highlighted in green. The events specific to one or several markets only are clearly identified in the spreadsheet.

(Action: Each NMPG to:

1) Discuss and provide input for all the green market-specific events by 17th November - Green events specific to one or several markets should only be completed by those markets,

2) Discuss and provide input for all remaining green events by 5th December (except for Italy and Switzerland). Discrepancies will be discussed at a 2009 telco.

3) Fill in the mandatory/optional (X/O) indicator for the yellow events specific to their market.

4) Input should be sent to SWIFT (Olivier) for consolidation.

The coupon stripping event (CPST) has been deleted from the Consolidated Matrix spreadsheet since it will be removed from the standard in SR2008.

The EIG compiled is updated for event Dividend Option (DVOP): the VOLU line is removed and “n/a” is added for CHOS in the AT column.

The EIG compiled is updated for event Call on Intermediate Securities (EXRI): the VOLU line is removed because it is never used.
The EIG compiled is updated for event Rights Issue/Subscription Rights/Rights Offer (RHTS): the VOLU line is removed.

The EIG Compiled is updated for event Capitalisation (CAPI): NOAC is added as an option. NOAC is typically not used in a MAND event but in this case the deletion of the rate in sequence D (DvE impact) obliged us to create an option.

The ‘Read Me” section of the EIG spreadsheet has been updated as follows: “The purpose of the Compiled Grid is to cover the most commonly known combinations identified by the market listed in the grid.”

(Action: US to check whether CLSA (Class Action) should become a mandatory event or remain a voluntary as today.

(Action: Véronique Peeters to produce a white paper with the different scenarios of DRIP for discussion a 2009 telco.
31/10: Veronique produced a first draft and Euroclear is providing some feedback.
(Action: Full Call/Early Redemption event MCAL: JP to check how the event is handled in the Japanese market and revert to the CA SMPG WG.

(Action: Merger (MRGR): Frank Slagmolen to check whether voluntary MRGR occur in The Netherlands.

(Action: Partial Redemption With Reduction of Nominal Value (PCAL): Frank Slagmolen to check whether can have CASH and SECU options and for which markets.

(Action: Instalment Call (PPMT): This event is listed in the EIG compiled as MAND with NOAC or OTHR options for Switzerland. Adriano Chieffo will check with the Swiss market whether PPMT is effectively used and how. 

(Action: US to check if event Liquidation Dividend / Liquidation Payment (LIQU) is more appropriate in the US market than event Bankruptcy (BRUP).
C) CA125 Standards Proposal for Options
The group reached consensus on the fact that the industry faces issues with the way corporate action options are handled today. There is a general agreement that improvements needs to be made and that the SMPG should make a new proposal in that direction.

The group agrees that an SMPG position paper should be prepared to present the current situation and the different alternatives to improve the way CA options are managed. Two possible alternatives are described: (1) Keep the current approach: option numbers are not harmonised and cross reference tables remain necessary and (2a) Build the capability to elect on CA option type only (for events with 1 instance of each option) or (2b) to provide the CA Option type and a (or more) differentiating factor(s) (for events with several instances of a CA Option type). 

These alternatives will be described in more details in the SMPG position paper.

The group reviewed the document “Standards Proposal for Options 2 Layer DRAFT 20080626 v1.2.doc”:
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Page 2: 
Regardless of the possible alternatives the following needs to be agreed.
a) Option classification and Option Status:  NMPGs to give feedback whether they should be mandatory or optional. 

If mandatory, all the possibility given today should be available. That is,

· for Option Classification: Issuer, Depository or Intermediary Announced

· for Option Status: Active, Inactive or Cancelled

If Optional, Issuer for Option Classification and Active for Option Status will be implicit and the codes available will be:

· for Option Classification: Depository or Intermediary Announced

· for Option Status: Inactive or Cancelled

31/10: BE agrees it is a good idea to classify the options. We believe it should be optional, and it will be implicit.
b) Elected Quantity Requirements: NMPGs to give feedback whether they should be mandatory or optional.

31/10: This should be optional. Having it mandatory will not be user friendly.
Page 11:

The last bullet point of the page is not applicable.

Generic comment:

The placement of Dates, Rates, Prices and Periods throughout the whole proposal will be aligned with the DvE matrix and the SR2009 CR III.5.

(Action: Karla will prepare a draft position paper and update the Standards Proposal for Option document by 10 October 2008. The documents will be sent to the NMPGs for review by the first 2009 telco.

Post-meeting comment: The document has been sent with these minutes and is now posted on www.smpg.info in the draft document section.
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(Action: NMPGs to provide feedback on cardinality of Option Classification, OSTA and QREC by next telco on the topic (Nov. 13th or Jan. 15th).
D) CA06.10

CAEP/CAEV matrix review.
Interested NMPGs to review the document (CAEP codes against CAEV codes).  Feedback to Euroclear by 1st June.

To be discussed during Conference call 19/03/09

E) CA06.11 EIG - review of N/A entries in Complex Grid
NMPG to check EIG entries for events where 'n/a'  occurs and if the event does not occur at all ensure that 'n/a'  is entereed for each CAMV occurrence.  At present a single 'n/a'  entry is made for the event.  The action is a clarification … for automation of the EIG.

Submit feedback to SWIFT.
F) CA127 UKWN in messages
Discuss the presence of UKWN codes. Should this code be added to other fields/qualifiers in MT564 (that is for elements not known at the time of announcement but to be provided at a later stage)?
Deadline: April 09

G) CA128 Pre-advice of movement
SMPG to review the guidelines to allow to unambiguously identify when an MT 564 is a preadvice of movement (for instance NEWM/REPE + ENTL = preadvice of movement, therefore translation to an CA Movement Preliminary Advice.
Deadline: April 09

H) CA135 Multi-stage events
Describe scenarios on how multi stage events should be processed. NMPGs to prepare scenarios to describe the different possibilities to communicate and process these events.

Christine will produce an example of the Nordic three step process and distribute it to the group.

Deadline: April 09

I) CA137 MT565-MT568 linkage
The group discussed the linkages between MT565 and MT568 and confirmed that this possibility should no longer exist. The SMPG guidelines will be amended accordingly.

SWIFT to update the Global market practice document to reflect that linkage between MT565 and MT568 is not a recommended practice by the SMPG.
J) CA53.4. Usage of the CA Samples
Bernard provided the introduction. The SMPG agrees that the two samples should be renamed templates and that the two separate documents should be merged into one.

( Action: SWIFT to make the changes in the sample documentation, in time for the SR2008 implementation

K) CA78.3a COAF - Letter to the EU
Bernard prepared a draft letter to the EU but some questions remain about the fact that the letter should be positioned to reflect the issues raised by FISCO and LCG (as discussed at the SWIFT Harmonisation working group.
( Action: Content of the letter and positioning will be re-discussed after the discussion on the CA Joint WG draft paper discussion.

L) CA78.2 and CA 78.2a COAF Official bodies identification and usage in markets

UK mentions that as an interim solution in the UK market, Euroclear will be the providing the COAF identification. This will be until a more appropriate solution is identified with the UK registrars.

CH mentions that the COAF will be implemented and used in the Swiss market as from SR2008.

US question: How will the implementation of COAF be monitored and how will it be announced when a market is ready to support it? Will the SMPG take responsibility for this?

( Action: A table will be prepared and posted on the website showing the countries that are implementing, when and for what instruments (if applicable).

31/10: Euroclear will be the official body for BE as of the release of SP custody (2010). Charles to check with NBB.
2) Other Topic: (11:45 ( 12:00)
· Blocking of shares
31/10: Veronique drafted a paper to describe the various situations when blocking of shares could happen. There are so far 3 scenarios described. A fourth one will be added based on input from Euroclear.

1) Blocking of underlying securities for an elective event. It should not be part of the 564 because it should be general knowledge. Upon receipt of the 565, you would send a 508 linked to the 565 and the corp id of the 564. The 508 would show that you move from an available balance to a block balance due to a corporate action. On payment date, the 566 is sent referring to the 565.
2) Drawing: MT 564 will contain the blocking period (if known, with the start date = to record date).  MT508 to show the blocking and then a 566 to confirm the debit.

3) Blocking of the proceed securities. Often the case in emerging markets. In the MT564 (should be in E, but the current recommendation in the D vs. E is to remove from E), it should already be mentioned that the securities proceed will be subject to a blocking period. Upon the receipt of the 566 showing the credit of the new shares, a MT508 should be sent with a link to the 566 and the corp id.
3) Next meeting

Proposal:
December 12th, 2008 at 9:00 am

February 20th, 2009 at 9:00 am

March 27th, 2009 at 9:00 am

May 8th, 2009 at 9:00 am

June 12th, 2009 at 9 am

July 10th, 2009 at 9 am

Later is to be determined pending the CA SMPG Conference call schedule to be confirmed.
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		Dates, Periods, Prices and Rates - Consolidated Matrix

		Legend

		General		Element is valid for all event types								Complete

		X		Mandatory								Not to cover

		O		Optional								To cover

		S		Country specific

																						UK specifcs										US specifics		US specifics?																				UK, BE and  ZA specifics																US specifics				ES and NL specifics												To tackle								BE specifics														CH, DE, FR specifics																BE, FR, JP, UK, US specifics												UK and US specifics?								US specifics								US specifics				AU, CH, FR specifics?								UK specifics												JP specifics										BE, DE, US, ZA specifics						BE, CH, FR, US specifics								UK and ZA specifics

		Data type		Qualifier		Description		Event
/
general		General		ACTV		ATTI		ATTI		BIDS		BIDS		BIDS		BONU (MAND)		BONU w Rights (CHOS)		BPUT		BRUP		BRUP		BRUP		CAPG		CAPI		CERT		CHAN		CHAN		CLSA		CONS		CONV		CONV		CONV		COOP		DECR		DETI		DETI		DFLT		DLST		DRAW		DRAW		DRIP		DRIP		DSCL		DSCL		DTCH
(UK)		DTCH
(US/CA)		DVCA		DVCA		DVOP
(no rights distrib.)		DVSC		DVSE		DVSE		EXOF		EXOF		EXRI		EXTM		EXTM		EXWA		EXWA		EXWA		INCR		INTR		INTR		LIQU		LIQU		MCAL		MCAL		MEET
CMET
XMET
OMET		MRGR		MRGR		MRGR		ODLT		ODLT		OTHR		PARI		PCAL		PCAL		PDEF (event only applicable in US)		PINK		PLAC		PLAC		PPMT		PPMT		PRED		PRII		PRIO		PRIO		REDM		REDM		REDO		REMK (ICSDs)		RHDI		RHDI		RHTS		SHPR		SMAL		SOFF		SOFF		SPLF		SPLR		SPLR		SUSP		TEND		TEND		TEND		TREC		WTRC		WRTH

												MAND		MAND		VOLU		VOLU		MAND		CHOS		MAND		CHOS		VOLU		MAND		MAND		CHOS		MAND		MAND		CHOS		MAND		VOLU		VOLU		VOLU		MAND		VOLU		CHOS				MAND		MAND		VOLU		MAND		MAND		MAND		CHOS		CHOS		VOLU		MAND		VOLU						MAND		CHOS		CHOS		MAND		MAND		CHOS		CHOS/VOLU		MAND		CHOS		MAND		CHOS		CHOS		MAND		VOLU		MAND		MAND		CHOS		MAND		CHOS		MAND		CHOS		VOLU		MAND		CHOS		VOLU		VOLU		CHOS				MAND		MAND		CHOS		MAND		MAND		MAND		CHOS		CHOS		MAND		MAND		MAND		VOLU		VOLU		CHOS		MAND		MAND		CHOS		MAND		VOLU		CHOS		MAND		MAND		MAND		CHOS		MAND		MAND		CHOS		MAND		VOLU		MAND		CHOS		MAND		VOLU		MAND

		Date (98a)

				XDTE		Ex date												S						X		X				S						X																						X														X												X				X		X		X		X				X																X		X																										SX																				X																		X				X				X		X								S

				RDTE		Record date												S						X		X										X		X		X		X						X		X				O				X										?				X								X				X				X		X		X		X				X				X		X								X		X		X		X				X						X						SX						X		X												X				X				X				X		X												X				X				X		X

				PAYD		Pay date		general		X																										X						X																																																X		X		X																				X		X		X

				RDDT		Response deadline date		general		O																														X														X																		X										X												X										X												X

				MKDT		Market deadline		general		O																														X														X																		X																						X										X												X

				VALU		Value date		general		O																										O

				EXPI		Expiry Date/time												S						S		S																												O																																																				O		O		O																																																																																						S

				ANOU		Announcement Date/time		general		O																																X

				EFFD		Effective Date																								X						O						X																						X																																																X																X																																																												SX		SX

				DIVR		Dividend ranking date																																												O		O																																																																												O																																		O																																		S

				RESU		Result date																																																														SX												O		O														SX																																																		O																SX																																		SX

				ECDT		Early closing date																																																																																																																																																																																														O

				AVAL		Availability date		general		O																										O						X												O

				PODT		Protect date																																																																																																																																																																																														S

				CVPR		Cover protect expiration date																																																																																																																																																																																														O

				SUBS		Subscription cost debit date																																																																																														O						O				O																																																				O

				FDDT		First dealing date

				POST		Posting date												S								S																X

				COAP		Court approval																								O																X																		SX

				?		Proof of claim/filing date																																								X

				?		Objection date																																								X

				CEXD		Consent expiration																																										X																																																																																																																																																				S

				CORD		Consent record date																																										O																																																																																																																																																				S

				REDM		Redemption date																						S																																								X																																																																										X																								X		X

				LOTO		Lottery date																																																														X																																																																														X

				EARL		Earliest payment date		general		O																										O																		O

				MATU		Maturity Date																																																																																																X		X

				PPDT		Pari Passu Date

				UNCO																																																																																																																																																																																																SX

				WUCO																																																																																																																																																																																																SX

		Period (69)

				PRIC		Price Calculation Period

				PWAL		Period of Action												X		X						S		X																		X		X				X		?																										X																O				X										O																		S						O																												X																																		O

				REVO		Revocability period												SX		SX																																																														X														O																																O																																		SX																																		O

				CLCP		Claim period																																								X

				TRDP		Trading period												S								S																																																																				O						X																																		X

				TSDT		Trading suspended

				BLOK		Blocking period																																																														O																																																																																																				SO

				SUSP		Suspension period																																														O		?																																																								O

		Rate (92)

				GRSS		Gross Dividend Rate																														O																																				X												X				X																										X		X																																																																X

				NETT		Nett Dividend Rate																														O																																				X												X				X																										X		X																																																																X

				RATE																								O																		O																						O																																																																										X

				ADEX		Additional for Existing Securities																		X		X																																X																														X		X		X		X																						X																														X																O																						X				X

				TAXR		Withholding Tax Rate		general		O																										O																																																						O		O		O																						O

				NEWO		New to old																																												X		X		X																																										X		X		X						X		X		X		X																X												X														X																														X				SX		X						X

				PROR		Proportional allocation rate																																																																																										O																																																																		O																																		O

				NWRT		New securities to underlying securities																				S																																																																																S				S

				INCE		Cash incentive rate																																										X																																																																																																																																																				S

				WITL		Local withholding tax		general		O

				WITF		Foreign withholding tax		general		O

				PTSC		Percentage sought												X		X																																																																												O																																																																																																				O

				RTUN		Intermediate to underlying												S								S

				BIDI		Bid interval rate																																																																										X		X

				OVEP		Max allowed oversubscription rate																																																																																														O																																																														O

				ATAX		Additional tax																																																																														SX

				INTP																																		O																																																																														X

				NWFC		Next factor																																X

				PRFC		Previous factor																																X

		Price (90)

				CINL		Cash in Lieu of Shares Price		general (if applicable)		O

				OFFR		Offer price												X		X								X																		O				O		O																X												X		X														X		X								?		X		?		X						X				X						X						C								X																X								X		X																												X		X

				TBSP		To be specified																																																																										S		S

				UNSP		Unspecified																																																																										S		S																																																				C

				PRPP		Cash price per product																																												O		O																																				SX												X						X				X																								C																				X								X

				MINP		Minimum price																																																																										X		X

				MAXP		Maximum price																																																																										X		X

				EXER		Exercise price (strike price)																																																																																																				X		X		X
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dmellett:
SWEDEN

kderidd:
JP NMPG, UK, DK

kderidd:
DE NMPG

kderidd:
FR NMPG

kderidd:
FR NMPG

kderidd:
US NMPG

oconnan:
UK, DK, JP

oconnan:
Where Security ID does not change (dist. vs reorg.)

oconnan:
Except for Switzerland and Austria

oconnan:
Where security ID does not change (dist. vs reorg.)

oconnan:
Except for Switzerland and Austria

oconnan:
ADEX when no security ID change (depending on market) / NEWO when receiving new sec

oconnan:
Code of OFFR qualifier

oconnan:
Code of OFFR qualifier

dmellett:
IF THERE ARE INTERMEDIATE SECURITIES - GERMANY, SPAIN AND WHEN ANNOUNCED AS ONE EVENT

dmellett:
IF THERE ARE INTERMEDIATE SECURITIES - GERMANY, SPAIN AND WHEN ANNOUNCED AS ONE EVENT

dmellett:
Germany and Austria, Switzerland?

dmellett:
SPAIN, Austria?

dmellett:
GERMANY

dmellett:
GERMANY AND SPAIN, AUSTRIA, SWITZERLAND?

oconnan:
US

oconnan:
?

oconnan:
?

oconnan:
Only when applicable

oconnan:
When information is available

oconnan:
Not currently in the standard

oconnan:
Not currently in the standard

oconnan:
?

oconnan:
?

oconnan:
DK (for bullet bonds)

oconnan:
Not filled in - very rare events.

oconnan:
UK

oconnan:
New. Added at Paris 2008 meeting

oconnan:
If provided by issuer

oconnan:
New. Added at Paris 2008 meeting

oconnan:
May require a change of definition in sequence D

oconnan:
Applicable when it is a sell

oconnan:
Applicable when it is a buy

oconnan:
If part of the event can apply to both buys and sells

oconnan:
Typically non taxable

oconnan:
Germany

oconnan:
Italy

oconnan:
FR, NO

kderidd:
FR. When available.

kderidd:
FR. When available.

kderidd:
FR. When centralised mandatory, when decentralised not applicable.

oconnan:
UK - When there is no change of security ID.

oconnan:
UK

oconnan:
UK

oconnan:
N/A for UK

oconnan:
N/A for DE. N/A when split between taxable and non-taxable rate

oconnan:
Bernard /Frank to check whether to use OFFR or PRPP

oconnan:
Bernard /Frank to check whether to use OFFR or PRPP

ic455:
Currently we are sending 92A::RATE but as from november we will send 90B::OFFR

ic455:
Currently we are sending 92A::RATE but as from november we will send 90B::OFFR

oconnan:
New. From LU spreadsheet

oconnan:
New. From LU spreadsheet

oconnan:
New. From LU spreadsheet

oconnan:
New. From LU spreadsheet

oconnan:
US specific

oconnan:
US specific

oconnan:
UK Specifics? As per EIG Compiled?

dmellett:
SWEDEN

dmellett:
SWEDEN

dmellett:
SWEDEN

dmellett:
SWEDEN

dmellett:
Valid in the case where there is a revocability period in the event

dmellett:
SWEDEN

dmellett:
SWEDEN

Charles Boniver -- Ineum Consulting:
Not applicable for BE.

Charles Boniver -- Ineum Consulting:
Not used in BE.
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Standards Proposal for Options 

Objectives


· To propose an alternative to the Corporate Actions Options Numbering Market Practice that the SMPG decided not to implement for November 2008.

· To develop a simple proposal for the identification of corporate action event options based on providing data elements consistently in Corporate Action Notifications and Entitlement and returning data elements consistently in Corporate Action Instructions.


· To develop a proposal that will cover the majority of corporate actions event identification needs so that the industry can derive benefits for the most common and the majority of corporate action events processed.  Additional requirements may have to be identified by certain NMPGs for coverage for more complex corporate action events.


· To address issues raised during the 2008 review of the previously proposed Corporate Actions Options Numbering Market Practice and to incorporate solutions for these issues as appropriate in this new proposal.   Among these are how to identify options by different parties (Issuer, Depository or Intermediary (such as an account servicer) Announced options), requirements for options meant for holders of certain domiciles only, elimination of the dependency to number the options when information is not received or accessible to all parties at the same time and implementation coverage and timing concerns.

Usage Guidelines/Dependencies:

· Eliminate the numbering of options within messages; rely on the standard itself and the event details/information to identify the options.

-     No rules for sequencing of options are required.  Markets can agree though on appearances in messages rules such as issuer default first or the order in which the options were announced by the Depository, followed by Intermediary Announced options.

-  
Choose the option and send back certain required information about the option on the Corporate Action Instruction. The tables and examples below outline the presence of each element at the notification, entitlement and instruction stages.

· Dependent on approval of SR2009 change requests for additional rates at the cash movement level (from ISITC), changes to the factors for principal paydowns/payups on fixed income securities (from ISITC), classifications of types of deadlines (from ISITC), the alignment of rates and amount information (from SMPG), updated date, rate, period and price placement guidelines (from SMPG) and future change requests to add some new elements specified below.

· The mandatory with options event classification should be used for all mandatory events where more than one option is available (including Issuer, Depository or Intermediary Announced options).

New or Changed Data Elements:


		Data Elements at Option Level



		Existing ISO 15022 Equivalent (Sequence E)

		Comments

		Presence at Notification Stage

		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Option Classification


For ‘Depository and Intermediary Announced’, is a ‘Party’ ID needed so that it is easy to identify to whom this option can be elected for those recipients who want to keep this level of  information?

		New element

		Issuer, Depository or Intermediary Announced




		Mandatory

		Mandatory

		--



		Status




		22F OSTA

Additional indicator would be needed for active so that option status as an element always could be indicated for Notifications/Entitlements



		Active, Inactive or Cancelled




		Optional

		Mandatory

		--



		        Elected Quantity Requirements

		22F QREC

Additional qualifier needed to indicate requirement to respond on entitled quantity (QINS) so that indicator always could be indicated for Notifications/Entitlements



		Indicates how the holder is expected to respond – for a given entitled quantity or for a quantity to be received




		Mandatory in voluntary events for securities elections

		Mandatory in voluntary events for securities elections

		--


Information in the instruction would be the required quantity itself





		Data Elements at Option Level



		Existing ISO 15022 Equivalent (Sequence E)



		Comments

		Presence at Notification Stage




		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Holder Domicile Requirements




		94B YDOM


See SR 2009 change request




		Repetitive to indicate country domiciles required to participate in the event or to elect a particular option



		Optional

		Optional

		Optional; may be returned for sender to indicate the eligible country in which they are domiciled



		        Holder Non-Domicile Requirements

		94B NDOM

For MT565, see change request to align at Option level consistent with the level at which this element appears in the MT564




		Repetitive to indicate country domiciles ineligible participate in the event or to elect a particular option



		Optional

		Optional

		--



		Announced Payment Date

		98A PAYD


Change from current SMPG proposal to always include at Movement level (see Movement Dates below)




		Payment date announced with the event option

		Mandatory 




		Mandatory 

		Mandatory



		        Deadlines

		98a, 69a

See SR2009 change request for these levels of classifications




		Issuer, Depository or Intermediary classifications


May be multiple types – response, certification, delivery, registration, etc.

Also, for revocability period



		Mandatory

		Mandatory

		--





		Data Elements at Option Level



		Existing ISO 15022 Equivalent (Sequence E)




		Comments

		Presence at Notification Stage




		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Currency

		11A OPTN


Change from current SMPG guidelines only to show if not present in ISO 15022 rate or price format option and begin to use for Option securities

		Applicable to rates and prices and Option securities

		Optional in Standard; Conditional on type of payout




		Optional in Standard; Conditional on type of payout




		Mandatory if present at announcement/entitlement stage



		Factors

		92a Current and Next Factors

See SR2009 change request from ISITC US for new qualifiers and definitions for these factors



		Factors for principal paydowns/payups on fixed income securities

		Optional in Standard; Conditional on type of payout




		Optional in Standard; Conditional on type of payout

		Mandatory if present at announcement/entitlement stage





		Data Elements at Movement Level



		Existing ISO 15022 Equivalent (Subsequences E1 and E2)



		Comments

		Presence at Notification Stage




		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Movement Dates

		98a EARL and VALU

Change from SMPG proposal to include PAYD at this level as well




		Earliest Payment Date, Value Date



		--




		Mandatory for Earliest Payment Date

		--



		Currency

		11A  OPTN

Change to specify as separate element for Cash Amounts and Securities Quantities

		

		--

		Mandatory for Cash Amounts and Securities Quantities (needed for multi-listed with same ISIN)




		--





Examples:


Cash Option Example #1:


Cash dividend.  Issuer will pay GBP and euro.  Intermediary also will offer a USD payout.


Data elements to include:


		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		Option Classification

		Issuer

		



		        Status

		Active

		



		        Default

		No

		



		Payment Date

		Announced Payment Date

		X



		Other relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Dividend Rate

		X



		Currency

		GBP

		X



		Movement

		

		



		Indicator

		Credit

		



		Movement Dates

		Earliest Payment Date

		



		Cash Amounts

		Cash Amount of dividend

		



		Currency

		GBP

		



		

		

		





		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		        Option Classification

		Issuer

		



		        Status

		Active

		



		        Default

		No

		



		Payment Date

		Announced Payment Date

		X



		Other relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Dividend Rate

		X



		Currency

		euro

		X



		Movement

		

		



		Indicator

		Credit

		



		Movement Dates

		Earliest Payment Date

		



		Cash Amounts

		Cash Amount of dividend

		



		Currency

		euro

		





		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		        Option Classification

		Intermediary

		



		        Status

		Active

		



		        Default

		No

		



		Payment Date

		Announced Payment Date

		X



		Other relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Dividend Rate

		X



		Currency

		USD

		X



		Movement

		

		



		Indicator

		Credit

		



		Movement Dates

		Earliest Payment Date

		



		Cash Amounts

		Cash Amount of dividend

		



		Currency

		USD

		





Cash Option Example #2:


Cash dividend.  Issuer will pay USD.  Three different tax rates apply to holders.


Data elements to include:


		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		Option Classification

		Issuer

		



		        Status

		Active

		



		        Default

		No

		



		Payment Date

		Announced Payment Date

		X



		Other relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Dividend Rate

		X



		Currency

		USD

		X



		Applicable Tax Rate(s)

		Tax Rate #1

		X



		Movement

		

		



		Indicator

		Credit

		



		Movement Dates

		Earliest Payment Date

		



		Cash Amounts

		Cash Amount of dividend

		



		Currency

		USD

		



		

		

		





		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		        Option Classification

		Issuer

		



		        Status

		Active

		



		        Default

		No

		



		Payment Date

		Announced Payment Date

		X



		Other relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Applicable Rate

		X



		Currency

		USD

		X



		Applicable Tax Rate(s)

		Tax Rate #2

		X



		Movement

		

		



		Indicator

		Credit

		



		Movement Dates

		Earliest Payment Date

		



		Cash Amounts

		Cash Amount of dividend

		



		Currency

		USD

		



		

		

		





		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		        Option Classification

		Intermediary

		



		        Status

		Active

		



		        Default

		No

		



		Payment Date

		Announced Payment Date

		X



		Other relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Applicable Rate

		X



		Currency

		USD

		X



		Applicable Tax Rate(s)

		Tax Rate #3

		X



		Movement

		

		



		Indicator

		Credit

		



		Movement Dates

		Earliest Payment Date

		



		Cash Amounts

		Cash Amount of dividend

		



		Currency

		USD

		





Securities Option Example:


A security will be exchanged for another security at a given ratio.

Data elements to include:


		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Securities

		X



		Option Classification

		Issuer

		



		        Status

		Active

		



		        Default

		No

		



		Payment Date

		Announced Payment Date

		X



		Other relevant dates

		Record Date

		



		     Rate/Ratio

		Applicable Ratio

		X



		Identification of Option Security

		Option Security ID

		X



		Currency of Option Security

		Currency of the security

		X



		

		

		



		Movements

		

		



		Indicator

		Debit

		



		Movement Dates

		Earliest Payment Date

		



		Movement Security ID

		Security to be debited

		



		                                            Securities Quantity

		Quantity to be debited

		



		Currency

		Currency of the security

		



		

		

		



		

		

		



		Indicator

		Credit

		



		Movement Dates

		Earliest Payment Date

		



		Movement Security ID

		Security to be credited

		



		                                            Securities Quantity

		Quantity to be credited

		



		Currency

		Currency of the security

		





Discussion Questions:

· Does your NMPG agree with the approach?


-     Are there any data elements in the ‘Presence in Corporate Action Instructions’ that your NMPG do not think should be returned in the instructions?  Any data elements not included in the ‘Presence in Corporate Action Instructions’ that your NMPG think should be returned in the instructions to distinguish among options (please see the appendix for the complete list of data elements in the Option and Movement Blocks?

· Will the approach work for most corporate action events in your market to distinguish among options when data elements are missing especially during the preliminary unconfirmed stage?  It is recommended that you apply the proposal to actual examples of corporate action events from your market to make this determination.

· In Option Classification for ‘Intermediary Announced’, is a ‘Party’ ID needed so that it is easy to identify to whom this option can be elected?

· For Applicable Tax Rate(s), should this data element remain in the Option layer or should it appear instead in the Movement layer?  At the Movement layer, what implications would this have on the structure of corporate option instructions?

· For ISO 15022 data elements, what rules, if any, should be in place regarding returning the same format option on the Corporate Action Instruction that is sent in the Corporate Action Notification/Entitlement message?


Appendix:  Complete Option and Movement Blocks


		Data Elements




		Existing ISO 15022 Equivalent

		Comments

		Presence at Notification Stage

		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Options

		22F CAOP

		Repeat for each option




		Mandatory

		Mandatory

		Mandatory



		Option Classification


For ‘Intermediary Announced’, is a ‘Party’ ID needed so that it is easy to identify to whom this option can be elected?

		New element

		Issuer, Depository or Intermediary Announced




		Mandatory

		Mandatory

		--





		Data Elements




		Existing ISO 15022 Equivalent

		Comments

		Presence at Notification Stage




		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Status




		22F OSTA


Additional indicator would be needed for active so that option status as an element always could be indicated




		Active, Inactive or Cancelled




		--

		--

		--



		        Elected Quantity Requirements

		22F QREC


Additional indicator needed to indicate requirement to respond on entitled quantity (QINS)




		Indicates how the holder is expected to respond – for a given entitled quantity or for a quantity to be received




		Mandatory in voluntary events for securities elections

		Mandatory in voluntary events for securities elections

		--


Information in the instruction would be the required quantity itself



		        Default

		17B DFLT

		Yes/No




		Mandatory

		Mandatory

		--



		Standing Instructions

		17B STIN

		Yes/No




		Mandatory

		Mandatory

		--



		Option Features

		22F OPTF, etc.

		Proration, conditional quantities, odd lot preferences, etc.

		Optional in Standard; Conditional on type of event




		Optional in Standard; Conditional on type of event




		--



		        Holder Domicile Requirements

		New element; see SR2009 change request

		Repetitive to indicate country domiciles required to participate in the event




		Optional

		Optional

		--



		       Holder Non-domicile Requirements

		Existing element; see SR2009 change request to make available at the option level




		Repetitive to indicate country domiciles ineligible to participate in the event




		Optional

		Optional

		--



		Other Restrictions

		70E NSER, INCO, COMP, TAXE etc.

		On securities, event conditions, etc.



		Optional

		Optional

		





		Data Elements




		Existing ISO 15022 Equivalent

		Comments

		Presence at Notification Stage




		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Announced Payment Date

		98A PAYD

		

		Mandatory 




		Mandatory 

		Mandatory



		        Other relevant dates

		98a

		Start and end dates, as applicable




		Optional in Standard; Conditional on type of event

		Optional in Standard; Conditional on type of event




		--



		        Deadlines

		98a, 69a

		Issuer, Depository or Intermediary classifications


May be multiple types – response, certification, delivery, registration, etc.

Also, for revocability period



		Mandatory

		Mandatory

		--



		     Rates/Ratios

		92a

		May be multiple rates – gross, net, etc.




		Optional in Standard; Conditional on type of payout




		Optional in Standard; Conditional on type of payout

		Mandatory if present at announcement/entitlement stage



		Price

		90a

		

		Optional in Standard; Conditional on type of payout




		Optional in Standard; Conditional on type of payout

		Mandatory if present at announcement/entitlement stage



		Currency

		11A OPTN

		Applicable to rates and prices

		Optional in Standard; Conditional on type of payout




		Optional in Standard; Conditional on type of payout




		Mandatory if present at announcement/entitlement stage





		Data Elements




		Existing ISO 15022 Equivalent

		Comments

		Presence at Notification Stage




		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Factors

		92a 

		

		Optional in Standard; Conditional on type of payout




		Optional in Standard; Conditional on type of payout

		Mandatory if present at announcement/entitlement stage



		Disposition of Fractions

		22F DISF

		

		Optional

		Optional in Standard; Conditional on type of payout




		--



		Identification of Option Security 

		35B

		

		Mandatory for Securities Options

		Mandatory for Securities Options




		Mandatory for Securities Options



		Currency

		11A OPTN

		Currency of the Option Security




		Optional in Standard; Conditional on type of payout

		Optional in Standard; Conditional on type of payout



		Mandatory if present at announcement/entitlement



		Applicable Tax Rate(s)


Should this data element remain in the Option layer or should it appear instead in the Movement layer?  At the Movement layer, what implications would this have on the structure of corporate option instructions?



		92a

		

		Optional in Standard; Conditional on type of payout




		Optional in Standard; Conditional on type of payout

		Mandatory if present at announcement/entitlement stage



		Applicable Charges or Fees



		92a CHAR

		May be multiple

		Optional

		Optional

		--





		Data Elements




		Existing ISO 15022 Equivalent

		Comments

		Presence at Notification Stage




		Presence at Entitlement Stage

		Presence in Corporate Option Instruction



		Movements

		Subsequences E1 and E2

		Movements are debits or credits of cash or securities necessary to accomplish options elected.


Can be multiple of each for each option/option



		--

		Mandatory

		--



		Indicators

		22H CRDB DEBT and CRED



		Debit or Credit




		--

		Mandatory

		--



		Movement Dates

		98a EARL and VALU

		Earliest Payment Date, Value Date



		--




		Mandatory for Earliest Payment Date

		--



		Cash Amounts

		19B 

		May be multiple for a given movement

		--

		Optional in Standard; Conditional on type of event


 

		--



		Currency

		11A  OPTN

		

		--

		Mandatory for Cash Amounts and Securities Quantities (needed for multi-listed with same ISIN)




		--



		Identification of Securities Debited or Credited




		35B

		

		--

		Mandatory for Securities Movements

		--



		Securities Quantities

		36B

		

		--

		Optional in Standard; Conditional on type of event


 

		--
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Simple Standards Proposal for Options 

Current Situation

Since the decision by SMPG not to implement the Corporate Actions Option Numbering Market Practice for November 2008, SMPG has continued to develop and review new proposals to address this continuing issue.


Simply, the group sees that there are two choices:


1. Remain with the situation that we have today.  This requires market participants to track maintain and track options by means of cross-reference tables.


2.  Develop a simple proposal for the identification of corporate action event options based on the most common options used in corporate action events.

At the September 2008 SMPG meeting, the group reached a general agreement that improvements need to be made and that the SMPG should make a new proposal in this direction.  Please review and discuss with your NMPG, apply the proposal to examples of real events in your market and determine whether your NMPG can endorse this new proposal.  

Choice #2 Details

Return of information in addition to the option type rules apply only to events that contain multiple instances of the same option type (e.g., more that one CASH or SECU option).  

For events with only one instance of each option type, the option alone can be returned without any additional information.

The option number will be made optional (for the next maintenance) and can be ignored by the recipient for processing purposes.


No rules for sequencing of options are required when multiple instances of the same option type are used.  However, markets can agree though on appearances in messages rules such as issuer default first or the order in which the options were announced by the Depository, followed by Intermediary Announced options.


Return of Information in Addition to the Option Type Rules:


For multiple instances of the CASH option:


		Information to be Returned in Addition to the Option Type



		Presence



		Currency

		Mandatory



		Tax Rate

		Return if present in the option sequence received



		Price

		For Dutch Auction events, for ‘Price to be specified (TSBP)’ option, the price must be returned





For multiple instances of the SECU option:


		Information to be Returned in Addition to the Option Type



		Presence



		Security ID

		Mandatory





Question:  What about the CASE option, return Currency, Tax Rate (if present) and Sec ID?


The intent of the proposal is to cover the majority of corporate actions event identification needs so that the industry can derive benefits for the most common and the majority of corporate action events processed.  If needed, NMPGs can identify additional elements to be returned and document these in their national market practice.


Examples:


Cash Option Example #1:


Cash dividend.  Issuer will pay GBP and euro.  Intermediary also will offer a USD payout.


Data elements to include:


		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		*Option Features

		Issuer

		



		        **Status

		Active

		



		        Default

		No

		



		Relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Dividend Rate

		



		Currency

		GBP

		X





		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		       Option Features

		Issuer

		



		       Status

		Active

		



		        Default

		No

		



		Relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Dividend Rate

		



		Currency

		euro

		X





		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		        Option Features

		Intermediary

		



		        Status

		Active

		



		        Default

		No

		



		Relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Dividend Rate

		



		Currency

		USD

		X





*  Option Features – The group agreed that identifying options as Issuer, Depository or Intermediary Announced was useful.  These would be proposed to be added to the list of Option Features which also would need to be made repetitive.


**  Status – For consistency, the group agreed that the option Status always should be present.  To accomplish this, the Status of ‘Active’ needs to be added.

Finally, the group agreed that for both Payment Date and Earliest Payment Date, the ability to identify these dates as unknown is needed.

Cash Option Example #2:


Cash dividend.  Issuer will pay USD.  Three different tax rates apply to holders.


Data elements to include:


		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		Option Features

		Issuer

		



		        Status

		Active

		



		        Default

		No

		



		Relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Dividend Rate

		



		Currency

		USD

		X



		Applicable Tax Rate(s)

		Tax Rate #1

		X





		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		        Option Features

		Issuer

		



		        Status

		Active

		



		        Default

		No

		



		Relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Applicable Rate

		



		Currency

		USD

		X



		Applicable Tax Rate(s)

		Tax Rate #2

		X





		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Cash

		X



		        Option Features

		Intermediary

		



		        Status

		Active

		



		        Default

		No

		



		 Relevant dates

		Ex-date and/or Record Date

		



		     Rate

		Applicable Rate

		



		Currency

		USD

		X



		Applicable Tax Rate(s)

		Tax Rate #3

		X





Securities Option Example:


A security will be exchanged for another security at a given ratio.

Data elements to include:


		Data Elements




		Sent in Corporate Action Notification/Entitlement

		Returned in Corporate Action Instruction



		Option

		Securities

		X



		Option Classification

		Issuer

		



		        Status

		Active

		



		        Default

		No

		



		Relevant dates

		Record Date

		



		     Rate/Ratio

		Applicable Ratio

		



		Identification of Option Security

		Option Security ID

		X
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Introduction


In the Giovannini Reports corporate actions processing is dealt with as Barrier 3, where, referring to the existing national differences, the operational problems are characterised  by “the variety of rules, information requirements and deadlines for corporate actions. These differences may require specialised local knowledge or the lodgement of physical documents locally, and so inhibit the centralisation of securities settlement.”

Corporate actions processing is deemed one of the most complex areas of post trading. Standardising these processes across all European markets, and possibly beyond, aims at achieving a significant reduction of respective costs and operational risks.  


Individual work of associations contributing to the dismantling of Giovannini Barrier 3 was replaced in summer 2007 by the set up of the Corporate Actions Joint Working Group (CAJWG)
 that encompasses the main relevant constituencies, i.e. Issuers, market infrastructures and Intermediaries. The CAJWG’s objective has been to develop a comprehensive set of market standards for the operational processing of all categories of Corporate Actions
 including transaction management. This document contains the standards proposed by the CAJWG, which are now subject to a market consultation and have thus not yet been endorsed by the involved associations.

Market standards for Cash and Securities Distributions (without Options) had been agreed previously and are currently in implementation phase. When in early 2008 market standards for cash and securities Distributions were agreed and endorsed by the relevant associations, i.e. ECSDA, the ECSAs (EBF, EACB, ESBG), ESSF and EuropeanIssuers
, the respective document had a different structure from the standards for Cash and Securities Distributions in this document. However, the CAJWG deemed it important to provide coherent and consistent sets of standards for all categories of corporate actions, reflecting the knowledge gain of the intensive and demanding work performed by the CAJWG over the last 12 months. Essentially the material content of both versions is the same except for the following changes made in the version contained in this document: (i) the inclusion of End Investors in the communication chain, (ii) the standard covering the processing of Fractions being included (proposed market standard for Securities Distributions #18b) and (iii) the deletion of the request to harmonise Settlement Cycles as this will be dealt with in the context of dismantling Giovannini Barrier 6 and the replacement of it with a standard on the prevailing settlement cycle in case of conflicting cycles. To facilitate the ongoing implementation of the standards for Cash and Securities Distributions and the respective monitoring, Annex 2 provides for a conversion table for the two versions. 

The CAJWG has agreed on basic principles whereby the standards should be based on work already performed and should reflect future best market practices (rather than solutions currently applied in majority of markets) that, once implemented, should dismantle the operational part of Barrier 3 as concerns the categories of Corporate Actions addressed.

The proposed market standards cover the following categories of Corporate Actions (rather than individual event types) as well as transaction management:

· Distributions

· Distributions (without Options):


· Cash Distributions (e.g. cash dividends, interest Payments)


· Securities Distributions (e.g. stock dividend)


· Distributions with Options (e.g. dividend Options)

· Reorganisations


· Mandatory Reorganisations with Options (e.g. conversion)

· Mandatory Reorganisations without Options (e.g. stock split)


· Voluntary Reorganisations (e.g. tender offer)


· Transaction Management


· Market Claims (Distributions)

· Transformations (Reorganisations)

· Buyer Protection Rules (Elective Corporate Actions)

The scope of application of the proposed market standards includes


· all types of the above categories of Corporate Actions (Distributions and Reorganisations)

· all securities listed on a regulated market
 and deposited with an Issuer (I)CSD in Europe  

· all parties involved, i.e. Issuers, markets infrastructures (trading, clearing and settlement), Intermediaries and End Investors, except for standards for transaction management which are directed at market infrastructures and Intermediaries only.


The subject matter of the standards concerns

· the information flow throughout the chain of relevant parties

· key dates and sequences of key dates

· the operational processing of the corporate actions.

The CAJWG takes the view that in order to reap the full benefits of the proposed standards the harmonisation of Settlement Cycles in Europe may be required. However, the implementation of the proposed standards should not be delayed in the absence thereof.

We invite you to send your response to this consultation paper to wfrey@sifma.org by Friday, 19 December 2008.

Glossary


Note: Definitions given in this glossary are for the purpose of the standards on Corporate Actions only and are not meant to have any legal connotations

Actual Settlement Date 
Date on which the settlement effectively takes place.

Bilateral Input
Instructions submitted by the parties to settlement (as opposed to direct input, which is submitted by third parties like exchanges or CCPs). 

Buyer Protection

Method to the effect that a buyer who has acquired the right to elect on a Corporate Action but does not hold the securities yet (i.e. party to a Pending Transaction), receives the outturn of his choice, by instructing the seller specifying the Option(s) chosen.


Buyer Protection Deadline
Last day by the end of which a Buyer Protection instruction can be given to the Issuer (I)CSD.


CCP

Central Counterparty


Cash Distribution without Options
Distribution without Options where the proceeds consist of cash. 


Chain of Intermediaries
Sequence of Intermediaries connecting the Issuer / Issuer CSD with the End Investor and vice versa in respect of securities held by book entry in a securities account.

Corporate Action
Action undertaken on a security as the result of or in relation with a corporate event.


Distribution

Corporate Action whereby the Issuer of a security delivers particular proceeds (e.g. cash, securities, rights) to the holder of the Underlying Security without affecting the Underlying Security.


Distribution with Options
Distribution with a choice of proceeds for the investor to choose from.


Distribution without Options
Distribution without a choice of proceeds for the investor to choose from.

Elective Corporate Action
Corporate Action with a right attached to exercise an Option (Distributions with Options and Mandatory Reorganisations with Options) or to make an election (Voluntary Reorganisations).

End Investor

Person who holds the security for his own account.


Ex Date

Date from which trading (including exchange and OTC trading) occurs on the Underlying Security without the benefit / the right. 

Fractions
Result of the outturn shares (Securities Distribution without Options, Mandatory Reorganisation with / without Options) that is not a whole number. 

Guaranteed Participation Date
Last date to trade the Underlying Security with the right attached to elect in a Voluntary Reorganisation. 

(I)CSD
(International) Central Securities Depository

Intended Settlement Date
Date on which a Transaction is due to settle.

Interim Security
Operational instrument issued for processing purposes only that is not representative of the Issuer’s capital.

Intermediaries
Financial institutions that provide securities accounts. 

Investor (I)CSD
(I)CSD that holds securities with another (I)CSD or with an Intermediary.

Irrevocable Settlement Transaction
Transaction that does not allow unilateral cancellation, nor material change of Matching instructions.



ISIN
International Securities Identification Number

ISO
International Standards Organisation

Issuer

The Issuer of a security listed on a regulated market in Europe including the agent mandated by the Issuer for Corporate Actions purposes.


Issuer (I)CSD
(I)CSD with whom the Issuer maintains its initial securities issuance through book entry. 

Mandatory Reorganisation
Reorganisation that mandatorily affects all Underlying Securities.

Mandatory Reorganisation
Mandatory Reorganisation with a choice of proceeds for the investor to choose from.   


with Options
 


Mandatory Reorganisation 
Mandatory Reorganisation without a choice of proceeds for the investor to choose from.

without Options


Market Claim 
Process to reallocate the proceeds of a Distribution so that they reach the contractually entitled party in the case the latter has not received full entitlement on Record Date.

Market Deadline
Date by which instructions and assets (securities, cash if applicable) must be transferred to the Issuer to validate elections.


Matching
Process of comparing the settlement instructions as provided by the parties in view of reaching a Transaction.

Offeror
Third party (not the Issuer of an Underlying Security) offering a Voluntary Reorganisation.


Payment
Delivery of the proceeds (securities, cash) of a Corporate Action to the entitled party.

Payment Date
Date on which the Payment is made.

Pending Transaction
Unsettled Transaction.

Record Date
Date on which positions are struck at the end of the day to determine the parties who are entitled to the Corporate Action as well as the size of their entitlement.


Reorganisation 
Corporate Action whereby the Underlying Security is replaced with one or more proceeds (securities, cash).  

Securities Distribution without 
A Distribution without Options where the proceeds consist of securities.

Options


Settlement Cycle
Number of business days from the trade date to the Intended Settlement Date.

Top-Down Method
Method whereby Fractions are compensated with cash by default, at each level, starting from the Issuer or the Issuer (I)CSD, and continuing down the chain of intermediaries until the End Investor.


Transaction
Result of Matching.

Transformation
Process by which Pending Transactions (and unmatched instructions, if permitted by the respective CSD) are cancelled or replaced by new instructions in accordance with the terms of the Reorganisation.


Underlying Security 
Security that is the subject matter of a Corporate Action.

Underlying Transaction
Transaction that is the basis of a Market Claim or of a Buyer Protection.

Voluntary Reorganisation
Reorganisation whereby the holder of an Underlying Security may determine whether or not to let his holding participate. If the holder decides not to participate, there is no change to his holding in the Underlying Security.

Cash and Securities Distributions

without Options


Cash and Securities Distributions without Options
Proposed sequence of dates
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Market Standards for Cash Distributions without Options

Information from Issuer to Issuer (I)CSD

1. The Issuer should inform its Issuer (I)CSD of the details of a cash Distribution without Options, including the key dates, as soon as the Corporate Action has been publicly announced. It should do so also in case of a change or confirmation of the Corporate Action. 


2. For floating rate instruments, the Payment Date confirmation and the announcement of the next applicable rate with reference to the applicable period for that new rate should be made in two separate announcements and not combined in the same.


3. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used.


4. Narrative text in the information should be provided at least in a language customary in the sphere of international finance, currently English.



Information from Issuer (I)CSD to its participants


5. The Issuer (I)CSD should communicate the information, and any subsequent information, without undue delay of receipt from the Issuer, to all its participants
 who, at the time of the announcement, have a direct holding or Pending Transaction in the Underlying Security with the Issuer (I)CSD.


6. The Issuer (I)CSD should also inform any participant who obtains a new holding or is subject to a new Transaction on the Underlying Security.


7. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


8. If a Payment needs to be reversed, an announcement should be made by the Issuer (I)CSD prior to processing the reversal.   


Information flow from (I)CSD participants to End Investors 


9. (I)CSD participants and their clients further down the Chain of Intermediaries, each at its respective level towards its own clients, should comply with standards 5 and 6 above until the information reaches the End Investor.

10. The information should be communicated to Intermediaries in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


11. The information should be communicated to non-Intermediaries, including End Investors, in a clear and comprehensible way. 

Key dates


12. Key dates are:


a) for Distributions relating to securities in nominal (typically bonds): Record Date and Payment Date 


b) for Distributions relating to securities in units (typically shares): Ex Date, Record Date and Payment Date.


13. The public announcement by the Issuer under standard 1 above should be made not later than 4 business days before the Record Date. 


14. For floating rate instruments, the payable rate should be confirmed as soon as possible but no later than 3 business days before the Payment Date. 


15. The Ex Date should precede the Record Date by one Settlement Cycle minus one day.

16. The Payment Date should be as close as possible to the Record Date, preferably the next business day.


17. The key dates for Distributions should be the same in all markets; in case of different Settlement Cycles, the Settlement Cycle of the Issuer (I)CSD should prevail.


Processing


18. Securities and cash movements should be by book entry.


19. Interest Payments should be processed separately from redemptions even if the respective Payment Dates coincide.


20. All Distributions and Market Claims related to Distributions, should be paid in cash and not coupons.


21. When coupons are used during a transition period, they should have their own ISIN.

22. For Payments, the following should apply:


a.) From Issuers to (I)CSD participants, Payments in local currency should be made in central bank money.



b.) For Payments made by the (I)CSD, the Payment mechanism should be the same as for other transactions by the (I)CSD.



c.) Payments made by Issuers and Issuer (I)CSDs should be made in the original currency as per the announcement under standard 1 above. 


d.) In circumstances where the Payment cannot be made using central bank money (e.g. foreign currency Payment), then other payment mechanisms such as commercial bank money may be used.



e.) The Issuer should make Payments as early as possible after opening of the Payment system and no later than 12:00 noon.



f.) No blocking of holdings should be allowed prior to an interest Payment Date.


Market Standards for Securities Distributions without Options

Information from Issuer to Issuer (I)CSD

23. The Issuer should inform its Issuer (I)CSD of the details of a Securities Distribution without Options, including the key dates, as soon as the Corporate Action has been publicly announced. It should do so also in case of a change or confirmation of the Corporate Action or, if required, a minimum price for the compensation of Fractions . 


24. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used.


25. Narrative text in the information should be provided at least in a language customary in the sphere of international finance, currently English.



Information from Issuer (I)CSD to its participants

26. The Issuer (I)CSD should communicate the information, and any subsequent information, without undue delay of receipt from the Issuer, to all its participants
 who, at the time of the announcement, have a direct holding or Pending Transaction in the Underlying Security with the Issuer (I)CSD.


27. The Issuer (I)CSD should also inform any participant who obtains a new holding or is subject to a new Transaction in the Underlying Security.


28. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


If a Payment needs to be reversed, an announcement should be made by the Issuer (I)CSD prior to processing the reversal.


Information flow from (I)CSD participants to End Investors 


29. (I)CSD participants and their clients further down the Chain of Intermediaries, each at its respective level towards its own clients, should comply with standards 4 and 5 above until the information reaches the End Investor.

30. The information should be communicated to Intermediaries in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


31. The information should be communicated to non-Intermediaries, including End Investors, in a clear and comprehensible way. 

Key dates


32. Key dates are Ex Date, Record Date and Payment Date.

33. The public announcement by the Issuer under standard 1 above should be made not later than 4 business days before the Record Date. 


34. The Ex Date should precede the Record Date by one Settlement Cycle minus one day.


35. The Payment Date should be as close as possible to the Record Date, preferably the next business day.


36. The key dates for Distributions should be the same in all markets; in case of different Settlement Cycles, the Settlement Cycle of the Issuer (I)CSD should prevail.


Processing


37. Securities and, where applicable, cash movements should be by book entry.


38. All Distributions and related Market Claims should be paid in securities, not coupons.


39. When coupons are used during a transition period, they should have their own ISIN.


40. For Payments in securities, the following should apply:


a.) The Issuer should make Payments to the (I)CSD as early as possible and no later than the 
      opening of the settlement system for settlement on the relevant Payment Date.


b) The Payments should be processed applying the Top-Down Method (rounded down to the nearest whole number) as follows: 


When Fractions occur and when the Issuer compensates the fractional entitlements in cash, the Issuer (I)CSD, its participants and all the Intermediaries down the chain should on their turn, each at its respective level, also compensate any fractional entitlement in cash. If so requested by the Issuer, the minimum price for such compensations will be the average of the respective closing prices noted on the three trading dates prior to and including Record Date.


41. For Payments in cash, where applicable, the following should apply:


a.) From Issuers to (I)CSD participants, Payments in local currency should be made in central bank money.



b.) For Payments made by the (I)CSD, the Payment mechanism should be the same as for other transactions by the (I)CSD.



c.) In circumstances where the Payment cannot be made using central bank money (e.g. foreign currency Payment), then other Payment mechanisms such as commercial bank money may be used.



d.) The Issuer should make Payments as early as possible after opening of the Payment system and no later than 12:00 noon.


Distributions with Options

Distributions with Options
Proposed overall sequence of dates
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Proposed Market Standards for Distributions with Options

42. All Distributions with Options should be represented by an Interim Security with an official ISIN.


43. The issuance of the Interim Security and the Options attached to it should be operationally treated as two separate Corporate Actions contained in two separate announcements, made at the same time, the first being a Distribution, the second a Mandatory Reorganisation with Options. The second Corporate Action type should be indicated in the announcement of the first Corporate Action.


44. The standards for Securities Distributions should apply to the first Corporate Action, i.e. the Distribution.

45. The standards for Mandatory Reorganisations with Options should apply to the second Corporate Action, i.e. the Mandatory Reorganisation with Options.


46. The election period determined by the Issuer should not start before the Payment Date of the Interim Security.


47. The Intended Settlement Date of any Transaction in the Interim Security should not be prior to the Payment Date of the Interim Security.

Mandatory Reorganisations with Options

Mandatory Reorganisations with Options
Proposed sequence of dates


[image: image3.png]f : Buyer Payment
Announcement by :It:cr;tign Last trading Protugciion Market ay

) Date of
TS period ik Deadline el proceeds







Proposed Market Standards for Mandatory Reorganisations with Options



Information from Issuer to Issuer (I)CSD

48. The Issuer should inform its Issuer (I)CSD of the details, including the key dates and the default Option, of a Mandatory Reorganisation with Options as soon as the Corporate Action has been publicly announced. It should do so also in case of a change or confirmation of the Corporate Action or, if required, a minimum price for the compensation of Fractions.

49. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used.


50. Narrative text in the information should be provided at least in a language customary in the sphere of international finance, currently English.



Information from Issuer (I)CSD to its participants


51. The Issuer (I)CSD should communicate the information, and any subsequent information, without undue delay of receipt from the Issuer, to all its participants
 who, at the time of the announcement, have a direct holding or Pending Transaction in the Underlying Security with the Issuer (I)CSD.


52. The Issuer (I)CSD should also inform any participant who obtains a new holding or is subject to a new Transaction in the Underlying Security.


53. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


54. If a Payment needs to be reversed, an announcement should be made by the Issuer (I)CSD prior to processing the reversal.   


Information flow from (I)CSD participants to End Investors 


55. (I)CSD participants and their clients further down the Chain of Intermediaries, each at its respective level towards its own clients, should comply with standards 4 and 5 above until the information reaches the End Investor.

56. The information should be communicated to Intermediaries in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


57. The information should be communicated to non-Intermediaries, including End Investors, in a clear and comprehensible way. 

Key dates

58. The public announcement by the Issuer under standard 1 above should be made not later than 14 business days before the Market Deadline
 as determined by the Issuer. 


59. The start of the election period as determined by the Issuer should be not later than 10 business days before the Market Deadline1. 


60. The last trading date, i.e. the last date to trade the Underlying Security
, should precede the Buyer Protection Deadline by one Settlement Cycle.


61. The Buyer Protection Deadline should be at least one business day before the Market Deadline.


62. The Payment Date of the elected Option should be as close as possible to the Market Deadline, preferably the next business day.


63. The key dates for a Mandatory Reorganisation with Options should be the same in all markets; in case of different Settlement Cycles, the Settlement Cycle of the Issuer (I)CSD should prevail.


Processing

64. Securities and cash movements should be by book entry.


65. A new ISIN should be allocated to each outturn security. 


66. Each Option should have a unique identifier provided by the Issuer, that will be maintained by the Issuer (I)CSD and all Intermediaries.


67. Elections should be communicated from the last intermediary in the chain up to the Issuer in formatted electronic form using standards defined and used by the securities industry such as the ISO standards, irrespective from the communication channel used.


68. Underlying Securities
 on which an election is made should be separated by the (I)CSD and all Intermediaries from non elected Underlying Securities1.


69. For non-elected Underlying Securities, the default Option as announced by the Issuer should apply.

70. For Payments in cash, the following should apply:


a.) From Issuers to (I)CSD participants, Payments in local currency should be made in central bank money.



b.) For Payments made by the (I)CSD, the Payment mechanism should be the same as for other transactions by the (I)CSD.



c.) In circumstances where the Payment cannot be made using central bank money (e.g. foreign currency Payment), then other Payment mechanisms such as commercial bank money may be used.



d.) The Issuer should make Payments as early as possible after opening of the Payment system and no later than 12:00 noon.



71. For Payments in securities, the following should apply:


a.) The Issuer should make Payments to the (I)CSD as early as possible and no later than the opening of the settlement system for settlement on the relevant Payment Date.


b) The Payments should be processed applying the Top-Down Method (rounded down to the nearest whole number) as follows: 


When Fractions occur and when the Issuer compensates the fractional entitlements in cash, the Issuer (I)CSD, its participants and all the Intermediaries down the chain should on their turn, each at its respective level, also compensate any fractional entitlement in cash. If so requested by the Issuer, the minimum price for such compensations will be the average of the respective closing prices noted on the three trading dates prior to and including Record Date.


Mandatory Reorganisations without Options

Mandatory Reorganisations without Options
Proposed sequence of dates
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Proposed Market Standards for Mandatory Reorganisations without Options

Information from Issuer to Issuer (I)CSD

1. The Issuer should inform its Issuer (I)CSD of the details of a Mandatory Reorganisation without Options, including the key dates, as soon as the Corporate Action has been publicly announced. It should do so also in case of a change or confirmation of the Corporate Action or, if required, a minimum price for the compensation of Fractions. 


2. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used.


3. Narrative text in the information should be provided at least in a language customary in the sphere of international finance, currently English.


Information from Issuer (I)CSD to participants

72. The Issuer (I)CSD should communicate the information, and any subsequent information, without undue delay of receipt from the Issuer, to all its participants
 who, at the time of the announcement, have a direct holding or Pending Transaction in the Underlying Security with the Issuer (I)CSD.


73. The Issuer (I)CSD should also inform any participant who obtains a new holding or is subject to a new Transaction in the Underlying Security.

74. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


75. If a Payment needs to be reversed, an announcement should be made by the (I)CSD prior to processing the reversal.


Information flow from (I)CSD participants to End Investors 

76. (I)CSD participants and their clients further down the Chain of Intermediaries, each at its respective level towards its own clients, should comply with standards 4 and 5 above until the information reaches the End Investor.

77. The information should be communicated to Intermediaries in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


78. The information should be communicated to non-Intermediaries, including End Investors, in a clear and comprehensible way. 

Key dates

79. The public announcement by the Issuer under standard 1 above should be made not later than 4 business days before the Record Date as determined by the Issuer. 


80. The last trading date, i.e. the last date to trade the Underlying Security, should precede the Record Date by one Settlement Cycle at the minimum. 


81. The Payment Date should be as close as possible to the Record Date, preferably the next business day.


82. The key dates for a Mandatory Reorganisation without Options should be the same in all markets; in case of different Settlement Cycles, the Settlement Cycle of the Issuer (I)CSD should prevail.


Processing

83. Securities and cash movements should be by book entry.


84. A new ISIN should be allocated to each outturn security.


85. For Payments in cash, the following should apply:


a.) From Issuers to (I)CSD participants, Payments in local currency should be made in central bank money.



b.) For Payments made by the (I)CSD, the Payment mechanism should be the same as for other transactions by the (I)CSD.



c.) In circumstances where the Payment cannot be made using central bank money (e.g. foreign currency Payment), then other Payment mechanisms such as commercial bank money may be used.



d.) The Issuer should make Payments as early as possible after opening of the Payment system and no later than 12:00 noon.



18. For Payments in securities, the following should apply:


a.) The Issuer should make Payments to the (I)CSD as early as possible and no later than the opening of the settlement system for settlement on the relevant Payment Date.


b) The Payments should be processed applying the Top-Down Method (rounded down to the nearest whole number) as follows: 


When Fractions occur and when the Issuer compensates the fractional entitlements in cash, the Issuer (I)CSD, its participants and all the Intermediaries down the chain should on their turn, each at its respective level, also compensate any fractional entitlement in cash. If so requested by the Issuer, the minimum price for such compensations will be the average of the respective closing prices noted on the three trading dates prior to and including Record Date.


Voluntary Reorganisations

Voluntary Reorganisations
Proposed sequence of dates
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Proposed Market Standards for Voluntary Reorganisations


Information from Issuer/Offeror to Issuer (I)CSD

86. The Issuer or the Offeror, as the case may be, should inform the Issuer (I)CSD of the details of a Voluntary Reorganisation, including the key dates, as soon as the Corporate Action has been publicly announced. It should do so also in case of a change or confirmation of the Corporate Action. 


87. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used.


88. Narrative text in the information should be provided at least in a language customary in the sphere of international finance, currently English.



Information from Issuer (I)CSD to its participants

89. The Issuer (I)CSD should communicate the information, and any subsequent information, without undue delay of receipt from the Issuer or the Offeror, as the case may be, to all its participants
 who, at the time of the announcement, have a direct holding or Pending Transaction in the Underlying Security with the Issuer (I)CSD.


90. The Issuer (I)CSD should also inform any participant who obtains a new holding or is subject to a new Transaction in the Underlying Security.


91. The information should be communicated in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


92. If a Payment needs to be reversed, an announcement should be made by the Issuer (I)CSD prior to processing the reversal.


Information flow from (I)CSD participants to End Investors 


93. (I)CSD participants and their clients further down the Chain of Intermediaries, each at its respective level towards its own clients, should comply with standards 4 and 5 above until the information reaches the End Investor.

94. The information should be communicated to Intermediaries in formatted electronic form using standards defined and used by the securities industry, such as the ISO standards, irrespective from the communication channel used. 


95. The information should be communicated to non-Intermediaries, including End Investors, in a clear and comprehensible way. 

Key dates

96. The public announcement by the Issuer or the Offeror, as the case may be, under standard 1 above should be made not later than 14 business days before the Market Deadline
 as determined by the Issuer or the Offeror respectively. 


97. The start of the election period as determined by the Issuer or the Offeror, as the case may be, should be not later than 10 business days before the Market Deadline1.

98. The Guaranteed Participation Date, i.e. the last date to trade the Underlying Security with the right to election attached, should precede the Buyer Protection Deadline by one Settlement Cycle.


99. The Buyer Protection Deadline should be at least one business day before the Market Deadline.


100. The Payment Date should be as close as possible to the Market Deadline, preferably the next business day.


101. The key dates for a Voluntary Reorganisation should be the same in all markets; in case of different Settlement Cycles, the Settlement Cycle of the Issuer (I)CSD should prevail.


102. When the Voluntary Reorganisation is conditional, the Issuer or the Offeror, as the case may be, should publish the result of the elections. The results publication date should follow the Market Deadline as soon as possible, preferably the next business day, but before the Payment is made.


Processing

103. Securities and cash movements should be by book entry.


104. A new ISIN should be allocated to each outturn security. 


105. Each Option should have a unique identifier provided by the Issuer or the Offeror, as the case may be, that will be maintained by the Issuer (I)CSD and all Intermediaries.


106. Elections should be communicated from the last intermediary in the chain up to the Issuer or the Offeror, as the case may be, in formatted electronic form using standards defined and used by the securities industry such as the ISO standards, irrespective from the communication channel used.


107. Securities on which an election is made should be separated by the (I)CSD and all Intermediaries from non elected securities.


108. For Payments in cash, the following should apply:


a.) From Issuers or Offerors to (I)CSD participants, Payments in local currency should be made in central bank money.



b.) For Payments made by the (I)CSD, the Payment mechanism should be the same as for other transactions by the (I)CSD.



c.) In circumstances where the Payment cannot be made using central bank money (e.g. foreign currency Payment), then other Payment mechanisms such as commercial bank money may be used.



d.) The Issuer or the Offeror, respectively, should make Payments as early as possible after opening of the Payment system and no later than 12:00 noon.



109. For Payments in securities the Issuer or the Offeror, as the case may be, should make Payments to the Issuer (I)CSD as early as possible and no later than the opening of the settlement system for settlements on the relevant Payment Date.


Transaction Management


Transaction Management addresses the impact of a Corporate Action on Pending Transactions handled by the clearing and settlement systems (market infrastructures and Intermediaries).


Several objectives have been targeted by the CAJWG: enable the automation of the transaction management process to ensure their timely and efficient settlement, protection of the right of both the buyer and the seller, limitation of the intervention of each party involved in a Pending Transaction, reduction of the number of Transactions to be managed considering that such process requires a reconciliation effort. 

This chapter is split into 3 parts in accordance with the category of the Corporate Action: 


· Market claim resulting from a Distribution 


· Transformation resulting from a Reorganisation 


· Buyer Protection for an Elective Corporate Action that a buyer can use if the Transaction is still unsettled whilst the Market Deadline is approaching.


The CAJWG examined the question with respect to the determination of the fiscal status of the cash Market Claim of a Pending Transaction impacted by a Cash Distribution and consequently the exact cash amount applicable for the Market Claim. Uncertainty remains regarding the exact moment of transfer of ownership from a fiscal point of view and different approaches co-exist in Europe. The CAJWG has identified this fiscal issue but acknowledges its limitation of competence and would recommend referring it to the FISCO group (Giovannini Barrier 11). The CAJWG believes that efforts to improve consistency and common fiscal treatment across markets and countries are essential to reap the full benefit of the EU financial market integration.

Proposed Market Standards for Market Claims


110. A Market Claim should be created as a separate Transaction to ensure that the proceeds of a Distribution with or without Options reach the entitled party without changing the Underlying Transaction.


Creation


111. Market Claims should be created for all Irrevocable Settlement Transactions as follows:


a) For securities in units (typically shares), Market Claims should be created: 

From the seller to the buyer, if trade date is before Ex Date and the Transaction is still pending at close of business of Record Date; or 


From the buyer to the seller, if trade date is on or after Ex Date and Actual Settlement Date is on or before Record Date. 


b) For securities in nominal (typically bonds), Market Claims should be created from the seller to the buyer, if the Intended Settlement Date is on or before the Record Date but the Transaction is still pending at close of business on Record Date.


112. For all Bilateral Input in securities in units, trade date must be a Matching field.

113. Concurring Bilateral Input should allow to indicate whether the underlying trade is “ex” or “cum” and the (I)CSD or CCP should take this into account for the creation of a Market Claim, irrespective of the actual Ex Date.



Processing 


114. The (I)CSD or the CCP should create the Market Claims by end of Record Date or as soon as possible thereafter for Transactions that become eligible for a Market Claim after that date. 


115. All Market Claims should be in the outturn of the Distribution to which they relate.  


116. The Intended Settlement Date of the Market Claim should be on the Payment Date or, if it is created after the Payment Date, on the earliest settlement date. 


117. The settlement of the Market Claim should be independent from the settlement of the Underlying Transaction to which the Market Claim relates. 


118. The withholding rate applied to the Distribution by the Issuer (I)CSD should also apply to the Market Claim. 


Reporting


119. Market Claims should be reported as such by the (I)CSD or the CCP and any other participant down the Chain of Intermediaries, at both the time of the creation and the settlement of the Market Claim, referencing both the Distribution and the Underlying Transaction that gave rise to the Market Claim.


120. The reporting should be done in formatted electronic form using standards defined and used by the industry, such as the ISO standards, irrespective from the communication channel used.


Proposed Market Standards for Transformations

121. For Mandatory Reorganisations and, when a Buyer Protection has been agreed, for Voluntary Reorganisations, the (I)CSD or the CCP should process a Transformation, cancelling at least matched instructions still pending by the end of the Record Date (“Original Transaction”) and replacing them by new matched instructions in the outturn ISIN and/or cash (“Replacement Transaction”) in accordance with the terms of the reorganisation.


122. Opt-out facilities should be allowed for Bilateral Input if both parties agree. In case of an opt-out the Original Transaction is cancelled but no new Transaction generated. Opt-out facilities should not be allowed for CCP Transactions.


Processing


123. The Transformation should be carried out by the (I)CSD or the CCP between end of Record Date for Mandatory Reorganisations or end of Market Deadline for Voluntary Reorganisations and the opening of the securities settlement system for value next business day. 


124. For Mandatory Reorganisations settlement in the old ISIN should be discontinued after the Record Date or the Market Deadline, as applicable, while Matching of instructions in the old ISIN with subsequent Transformation should still be allowed if only matched instructions were transformed.

125. The Replacement Transaction should not settle before the Payment Date nor before the Intended Settlement Date of the Underlying Transaction.   


126. In case of multiple outturns, each Replacement Transaction should be allowed to settle irrespective of the others.

127. When the reorganisation consists of the replacement of an Underlying Security by cash (typically final redemption), the Transformation will result in exchanging cash against cash. To ease the reconciliation process, two new Transactions
 should be created, one for the original cash amount and the other one for the cash benefit of the reorganisation. 


128. When the outturns generate Fractions the number of outturn shares should be rounded down to the nearest whole number.

a.) When the Issuer compensates the fractional entitlements in cash, an additional cash Transaction should be created with a cash amount equal to the number of residual Fractions multiplied by the applicable price, and credited to the buyer
. 

b.) When net CCP transactions are involved in a Transformation process with Fractions, the CCP could adjust (when necessarily required) the number of new shares and Fractions to maintain a balance between net buyers and net sellers. The price of each fraction should be the Issuer’ price and the impacted net Transaction(s) should be reduced to their minimum.

Reporting 

129. Transformations should be reported as such by the (I)CSD and the CCP and any other participant down the Chain of Intermediaries, referencing both the original Transaction and the replacement Transaction. 

130. The reporting should be done in formatted electronic form using standards defined and used by the industry such as the ISO standards, irrespective from the communication channel used.  


Proposed Market Standards for Buyer Protection rules


Creation

131. A Buyer Protection instruction should be created by the buyer, referencing the Corporate Action, the chosen Option(s), the quantity of securities and the Underlying Transaction.

132. The Buyer Protection instruction should be communicated from the buyer to the seller via the Chain of Intermediaries in formatted electronic form using standards defined and used by the securities industry such as the ISO standards, irrespective of the communication channel used.


Processing


133. The Buyer Protection Deadline should follow the following dates by a Settlement Cycle:


a.) The last trading date in case of a Mandatory Reorganisation with Options.



b.) The Guaranteed Participation Date in case of a Voluntary Reorganisation.


134. The Buyer Protection Deadline should precede the Market Deadline by at least one business day.


135. Any Buyer Protection instruction by the buyer prior to the Buyer Protection Deadline and related to a Transaction for which the trade date is on or before the last trading date or the Guaranteed Participation Date respectively, should be accepted without requiring a Matching.


136. Standard 5 above should apply also in case of Buyer Protection instructions being raised against CCPs.


137. Buyer Protection Deadlines should be identical across (I)CSDs in Europe; in case of different Settlement Cycles, the Settlement Cycle of the Issuer (I)CSD should prevail. 


138. In regard of any Buyer Protection instruction by the buyer prior to the Buyer Protection Deadline, settlement of the Underlying Transaction should be allowed until the Buyer Protection Deadline.


139. A Buyer Protection instruction attached to a Pending Transaction that finally settles on or before the Buyer Protection Deadline (end of settlement process) should cease to be applicable.


140. Transactions attached with a valid Buyer Protection that are still pending at the Buyer Protection Deadline should be frozen until their Transformation. This should ensure that the seller executes the buyer’s Buyer Protection instruction. 

141. The Transformation of the Underlying Transaction should be carried out, in accordance with the Buyer Protection instruction, at the Market Deadline/ Record Date of the Elective Corporate Action.


142. Non elected Transactions should transform into the default Option set by the Issuer (I)CSD.
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� See Annex 1



� Except for general meetings that is the subject of the Joint Working Group on General Meetings



� EALIC at the time.



� It is encouraged that the standards are also adhered to for non-listed securities.



� Including Investor (I)CSDs



� Including Investor (I)CSDs



� Including Investor (I)CSDs



� In case of multiple deadlines, the earliest deadline is meant here.



� Interim Security in case the Mandatory Reorganisation with Option is the second Corporate Action in a Distribution with Options.



� Interim Security in case the Mandatory Reorganisation with Option is the second Corporate Action in a Distribution with Options.



� Including Investor (I)CSDs



� Including Investor (I)CSDs



� In case of multiple deadlines, the earliest deadline is meant here.



� E.g.: ISIN A is replaced by 10 euro. Before Transformation, a DVP Transaction “X has to deliver 10 ISIN A to Y against 90 euro would become “X has to deliver (10X10) euro to Y against 90 euro.” 2 new transactions should be created:  “X has  to pay 100 euro to Y “ and “Y has to pay 90 euro to X”. The reference of the underlying ISIN (nihil Quantity) could facilitate the reconciliation.



� E.g.: 3 ISIN A are replaced by 1 ISIN B, and each fraction A is compensated at 5 euro. Before Transformation a DVP Transaction “X has to deliver 11 ISIN A to Y against 60 euro.” The top down method rounded down to the nearest whole number allows to transform 9 A whilst 2 A remain fractional. 2 new transactions should be created: “X has to deliver 3 ISIN B to Y against 60 euro” and “X has to pay (2X5) euro to Y”.
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