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Challenge / Issue:	
· Lack of standardization/gaps across markets on how to treat an event and resulting entitlement when there is a NIL payment from the issuer.
· CSDs and Service Providers handle the situation differently depending on their own system implications.
· Impacts the notification process and entitlement/payment process.

Scope is limited to income distributions on bond/fixed income instruments.
Different approaches seen today:
Cancelling the event, updating rates to zero value, send 566 with zero posting amount, removal of movements from the message.

Goal:
Recommend market practice to handle each scenario (outcome may be different). Review from US market and global perspective. 
Next Step - share recommendation with SMPG.

Definition of NIL Payment:
When a security is not going to make a scheduled payment. Market practice or requirement to report/announce a dividend on a regular basis and the company chooses not to pay the dividend for that period. 

Standards Definition / Usage of NILP:
MT564 CA Notification Message (MX equivalent 20022 CANO)

Seq E  92K::GRSS or INTP/NILP 		Nil Payment - Rate will not be paid
Seq E2  92K::GRSS or INTP/NILP 		Nil Payment - Rate will not be paid

Usage Rule - Rate Type Code NILP (Nil Payment), available for use with rate qualifier GRSS (Gross Dividend Rate) and INTP (Interest Rate Used for Payment), can only be used with Corporate Action Event Types :22F::CAEV//DVCA (Cash Dividend) and :22F::CAEV//INTR (Interest Payment).
Seq E1 90E::OFFR/NILP			Nil Payment - Price will not be paid
Seq E2 90E::OFFR/NILP			Nil Payment - Price will not be paid

Scenario for NIL Payment

	Scenario
	Comment
	Recommended Process Flow


	1. Scheduled payment not received (no default notice)

	Event is still valid in the market (previously announced/confirmed rate and pay date). The issuer or agent will not be making the scheduled payment and not considered to be in default.
Or, the company deferred the scheduled payment the next scheduled payment.
	Update CA Notification message with NILP to provide information that the payment will not be made.

If Pre-advice message was sent, a cancelled pre-advice must be sent. 




	
Scenarios for when NIL Payment does not apply

	Scenario
	Comment
	Recommended Process Flow

	1. Floating Rate Notes / Variable Rate Bonds 

	The rate is not known until pay date or just after pay date. 

	CA Notification messages sent with rate type code UKWN. When the rate is confirmed, update notification with the rate information.
On paydate, send 567 Event Status Processing Advice
MX CAPS message


	2. Event cancelled

	Event has been cancelled or withdrawn in the market

	Updated CA Notification message sent - 564 WITH or CANC / CACN.

If Pre-advice messages have been sent, no need to follow up with pre-advice cancel messages since the event has been cancelled.

	3. Default
	Issuer or Agent determines (on, before or after paydate) that the bond is in default. 
	CA Notification follows normal flow. 

Recommend 567 Event Status Processing Advice
EVST 
MX CAPS message

No announcements sent when the bond is in default. 
The initial payment not made is covered in 2 above.


	4. Delayed or Late period
	The issuer is not making payment on the scheduled payment date. 
	CA Notification would follow normal flow. 

Since pay date is unknown, may not be able to provide pre-advice messages. 
Once pay date is confirmed, updated CA Notification message would be sent and may trigger Pre-advice message.

Recommend 567 Event Status Processing Advice EVST update for default
MX CAPS message (unallocated)




