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SMPG - Corporate Action

Telephone Conference Minutes 

 12th February 2007
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Attendees
	Country
	Name
	Institution
	
	

	AT
	Kurt Fornather + other(s)
	Bank Austria
	
	

	DE
	Andreana Pileri + Anja Traeger
	Dresdner Bank AG
	
	

	FR
	Jean-Pierre Klak
	CACEIS Bank
	
	

	JP
	Mr Araka
	Mizuho Corporate Bank
	
	

	LU
	Bernard Lenelle
	Clearstream
	
	

	NL
	Ewout Huizingh
	Fortis
	
	

	SE 
	Christine Strandberg
	SEB
	
	

	UK&IE
	Jo Thompson + Norman Evans
	JPMorgan
	
	

	US
	Karla McKenna 
	Citibank
	
	

	-
	Tim Taylor
	SWIFTStandards
	
	


Karla McKenna and Bernard Lenelle co-chaired the call.

Apologies
	Country
	Name
	Institution
	
	

	AU
	Vince Sabatino
	ANZ Custodian Services
	
	

	BE 
	Charles Boniver
	
	
	

	ICSD
	Yves Lamote

Frank Slagmolen
	Euroclear Bank
	
	

	ZA
	Louis Rushin

Gregory Naicker
	STRATE


	
	


Minutes 

Discussion from the meeting in black.

Decisions from the meeting in green.

Actions in red.

1. Previous Minutes and Actions
1.1. Previous Minutes
Previous Minutes of the 14th December telco approved.  They will be posted to the CA telco folder of www.smpg.info.

1.2. Actions
1.2.1. CA78 Actions.

See dedicated agenda item for details.

1.2.2. CA54 Multiple Reasons Reporting in MT 567

Agreed that the multiple reason reporting also covers pending reasons.

A limit of three discussed.  Agreed that a limit is NOT required.

Agreed to sign-off and agenda item closed.

Action: Co-chairs and SWIFTStandards, to determine where the decision should be recorded: in the CA document or the Global SMPG MT567 SR2006 Detail document.
Complete.  To be documented in the latter.  <Global SMPG MT567 SR2007 Detail v1.0a.doc> to be posted on www.smpg.info. 

1.2.3. Maintenance Item III.35 (Market Deadline Date)

Euroclear reported that the document describing how the deadline date works in the five markets will be available in mid-January.

Complete.  Available in the Amsterdam folder on www.smpg.info
2. CA78 - CORP Reference (Additional) and CAON Option Numbering 
ACTION NMPGs, to continue research into the identity of the ‘official’ body in their market and produce a short paper (no more than one side).

Ongoing (1)
ACTION Co-chair US, update the document to include multiple listed securities and the potential for more than one ‘official’ body to continue research into the identity of the ‘official’ body in their market.

ACTION Co-chair US, update the document to include the proposals above including the examples numbering market announced options.
Both Complete.  Updated document distributed and posted as:

<CA CORP reference and CAON numbering MP v3_5.doc>

<CA CORP reference and CAON Option Table.doc>

UK&IE MPG are happy with the amendments.

Others to review before the next global meeting.

Post Meeting feedback of the Austrian CANMPG, concerning the telco on 12th Feb. 2007. 

QUOTE

On the topic of the CORP Reference (CA78), as representatives of the Austrian market we do not support the introduction of this field because it offers no discernible added value while at the same time creating a number of operational risks and leaving open questions.  The Austrian CANMPG votes against this proposal:
1.) Scope 

MT564 messages are also used for communicating certain changes concerning a security which may not necessarily be caused by an "official" corporate event for that security (e.g. information, internal changes by the custodian regarding the security etc.). These "events" would be outside the official numbering via CORP reference which could cause confusion on the part of the client.
A number of corporate events (e.g. fund mergers) do not have to be published in an official gazette or by a central institution but only have to be communicated by the issuer; who would handle the referencing these kinds of events.
MT564 and MT566 are also used for income events (coupon, dividend, redemptions) which are also not centrally announced and which would therefore be below the radar of any official referencing body; would they be therefore not eligible for referencing? And if no: how would the client deal with these "unreferenced events"? And if they ARE referenced: who would allocate the references?
2.) Risk 

Information on corporate events is time-critical (usually we have to inform our clients within 24 hours upon receiving the information from whatever party). What if the central institution provides the reference too late? And if we don't wait for the reference and inform the client immediately via MT564, how will this (first, preliminary) information be referenced to the following updates etc. which already include the reference?
3.) Open questions 

What happens if a certain security is held by different depositories in different countries? Which country provides the reference, and how could different references for the same security and the same event be avoided?
Who does the referencing in markets in which there is no centralised institution for the communication of events and no announcing via official gazette (e.g. Ukraine, Bosnia)?
For and on behalf of the Austrian CANMPG 

UNQUOTE
Agreed to amend the next global meeting agenda so that the document is put forward for final ratification.

3. CA89 - SR2006 - Period of Action - PWAL
“With the consolidation of some of the period types to a more generic 'PWAL-  Period of action' . Has it been agreed in market practice that only 1 PWAL should be present in seq D, so that there is no ambiguity in what the period means? 

As in the current release it would be acceptable, for example, to have a 'CONV - Conversion period' and a 'REPL - Reply period' together in seq D

[Needs discussion with a view to close off]”

This query received from a solution provider (not data provider – apologies for any confusion).

Noted that in SR2006 PWAL consolidates Conversion, Exercise and Offer periods.  Reply period not used and covered by Response deadline date (RDDT).

In DvE PWAL is possible at event and option levels in sequence D and E, not E1 (movement level).

Definition of PWAL: 

“Period during which the specified option, or all options of the event, remains valid, eg, offer period.”

Group considered that the name ‘period of action’ is potentially confusing.

ACTION (2), SWIFTStandards, to revert and ask for specific examples where an SMPG would be required given the above discussion.

4. CA95 - Use of Revocability Period
“For new (SR2007) qualifiers in field 17B in seq E of MT 564 

CHAN Change Allowed Flag - Indicates whether change of instruction is allowed.

WTHD Withdrawal Allowed Flag - Indicates whether withdrawal of instruction is allowed.

MARKET PRACTICE RULES

If qualifiers CHAN or WTHD are used, then field :69::REVO must be used in sequence E to indicate the period during which the change or withdrawal of instruction is allowed.”

Noted that SR2007 includes a market practice rule – 

MARKET PRACTICE RULES

If qualifiers CHAN or WTHD are used, then field :69::REVO must be used in sequence E to indicate the period during which the change or withdrawal of instruction is allowed.
Item closed.

5. CA96 - EXTM - Complete Permutations for MAND & CHOS SECU With/Without Exchange of Securities
“KKM 20061127

Some questions/issues related EXTM for the EIG.

Originally, EXTM, like BIDS, was eliminated from the standard for SR2006 for the MT536 amd MT536 statements because these events were originally classified as not resulting in securities movements.  Both have been reassessed and will be added back into the standard for the statements in SR2007.  

Given this, in looking at the EIG, I think that we need to cater for this scenario.  We have 2 scenarios covered so far:

- a mandatory event with no options where the maturity extension is mandated by the issuer and securities do not need to be exchanged for new securities.

- a choice event with options SECU where the holder can accept the maturity extention (does not say anything as to whether the original securities need to be exchanged for new ones) and MPUT where the holder can elect to retain the original security with the original maturity.

So do we not need two updates - first, the possibility of a SECU option when the maturity extension is mandated by the issuer and securities have to be exchanged for new securities - and second - a clarification for the CHOS event about the use of SECU (how will the holder know just by the use of SECU whether the original securities need to be exchanged for new ones, as I do not think that the CHOS scenario always requires an exchange of securities?

TJT 20061130

Agree with your analysis:

* Add a MAND SECU row "SECU when the securities are exchanged"

* Add a comment to the CHOS SECU row 

"SECU if the holder accepts the extension, with or without exchange of securities

 MPUT if the holder has the option retain the original security without the maturity extension"

Unfortunately did not make v4_1 of EIG

Group discussion required?”

All agreed with the approach.

ACTION (3), SWIFTStandards, to include in an incremental version of the EIG.

6. CA99 - CASE Option Where CASH and SECU Ratio Not  Announced
“For events with a CASE option, like takeovers, where the ratio between the cash and securities benefits is pre-defined, a response for the CASE option will STP.  

However, there is an STP issue with other events, such as offers with mix and match options, DVOPs and DRIPs, where the CASE option does not allow the holder to specify the breakdown of the cash and securities benefits when responding with the CASE option.   

A current workaround is to ask holders 'electing' CASE to respond with two instructions - one with CASH and one with SECU specifying each benefit separately.   

We need to discuss in terms of the EIG, the standard and achieving STP.”

Agreed that a DRIP would be SECU rather than CASE and that the same applies to DVOP, so these events are not affected.  

Agreed this does apply to offers with mix and match options, in many cases the ratios are not determined until late in the event.

Occurs infrequently in the UK market, around 10-12 per  month, also seen in SE, eg the recent Skandia event.

Agreed that given the relatively occasional occurrence of mix and match events and the difficulties involved in achieving STP for them, that such options will require narrative.

ACTION (4), UK&IE, to draft a form of words to be applied to all events, to be added as a footnote to the EIG ‘Complex’ worksheet.

7. CA100 - Single MT566 for Reversal - May Have Been >1 Confirmation
“The current standard and market practice for reversals of MT566 corporate action confirmations does not match the business model.

The current standard and market practice is patterned after the reversal process for settlements in which a reveral is sent for each discrete settlement confirmation.  This works because the settlement itself is the transaction.

However, in some corporate actions, the 'transaction' is made up of several elections and movements that have taken place over time.  In this context, when a confirmed corporate action is reversed, the actions on the transaction to date need to be reversed. It makes sense to send one MT566 reversing the movements to date and not to have to reverse each MT566 sent separately, especially in the case where several partial payments have been made on the same event.

Regarding references and linkages, the presence of the CORP code should be sufficient for the recipient to identify the event (eliminating the need to have to link to each MT566 previously sent).

We should discuss this in terms of what is needed for corporate actions.”

Clarified that the issue applies to mis-bookings to an account rather than withdrawal of the event.

Agreed that there is NO need to change existing practice, where the individual MT 566 messages sent are reversed.
8. CA101 - MP for Account Owning Party 95a::ACOW Include S&R WG
“An SR2007 Implementation Issue - joint issue with S&R

What will be the market practice regarding the use of ACOW, the new account owner identification? 

Will the use of ACOW be restricted to messages to and from CREST, ESES and the Euroclear Single Platform for Euroclear participants and the depositories?

Specifically on outgoing messages (settlement confirmations, MT548s, statements, MT508s) from depository participants to their clients? 

Incoming settlement and corporate action instructions to depository participants?”

Agreed that the use of the field is limited to messages sent into Euroclear, where it will be required by Euroclear.  Its use is optional when Euroclear are not the sender or receiver.

Where to document?  Not a global market practice, however, the group takes the view that it is important to clarify the local use of the field (new in SR2007) in the widest manner – hence a short statement will be included in the global document.

ACTION (5), SWIFTStandards, to include in the global document.

9. Any Other Business

9.1. Giovannini Barrier 1 – Gap Analysis produced by SWIFTStandards
Published by SWIFTStandards December 2006, circulated to SMPG.  Feedback, from European NMPGS at a minimum, to Alex Kech from NMPGs by 1st March. Feedback will be consolidated and discussed at the SMPG meeting.

9.2. Euroclear SR2008 CR document

Published February 2007.  Sections relevant to corporate actions on market claims and transitions.  To be discussed at a European Regional MPG in March. 
10. Next Telco

Thursday 24th May at 14:00 CET

==================== END of DOCUMENT ==========================
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