RA ID: CR0133

Change Request
for the update of ISO 20022 financial repository items
A. Origin of the request:

A.1 Submitter: ISITC US in their role as the US corporate actions market practice group. ISITC stands for ‘International Securities Association for Institutional Trade Communication’.
 A.2 Contact persons: 
Sonda Pimental, BBH, sonda.pimental@bbh.com, +1 617 772 6459
Steven Gale, Northern Trust, sg10@ntrs.com, +1 312 444 4799
Mary Shine, T Rowe Price, mary_shine@troweprice.com, +1 410 345 6503
Paul Fullam, XSP, pfullam@xsp.com, +1 646 300 6802

A.3 Sponsors:  
B. Related messages:
ISO 20022 messages which would be impacted by the change:

· seev.031.001.01 CorporateActionNotificationV01
· seev.035.001.01 CorporateActionMovementPreliminaryAdviceV01
· seev.036.001.01 CorporateActionMovementConfirmationV01
Plus any ‘related’ messages that might be impacted.

C. Description of the change request:
This change request is related to interest and capital shortfalls on mortgage-backed securities.

Two additional optional fields are required at the corporate action level to provide the shortfall of interest payments and capital repayments, compared to the expected value of those payments.
Interest Shortfall is defined as the difference between the actual rate of the interest payment and the expected or scheduled rate of the interest payment. Applicable for structured security issues where there is a set schedule of principal and interest payments for the life of the issue.

Therefore, if the expected interest payment rate was 5%, and the actual rate of interest was 4%, the Interest Shortfall Rate would be 1%.
Realised Loss is defined as the difference between the actual rate of the capital or principal repayment and the scheduled capital repayment. Applicable for structured security issues where there is a set schedule of principal and interest payments for the life of the issue. One or more mortgages within the pool are in default.
The field needs to be flexible enough to define the shortfall/loss either as a rate or as an amount.

D. Purpose of the change:

A mortgage-backed security pays interest (and capital) based on the collected repayments of a pool of mortgages. If some of those mortgages are not repaid as scheduled, then the interest rate actually received will be lower than that expected. Similarly, if some of the mortgages are in default, then the expected capital repayments will not be received.

The Interest Shortfall will provide an indication of the difference between the expected interest payments and the actual interest payments.

The Realised Loss will provide an indication of the difference between the expected capital payments and the actual capital payments.
E. Urgency of the request:

This request should be considered as part of the yearly maintenance cycle which will complete with the publication of new message versions in April/May 2012.
F. Business examples:
Example of Interest Shortfall from the US:
A mortgage-backed security has a coupon rate of 5%, and pays semi-annually. The method of interest calculation is 30/360 (Interest Computation Method of A001).
The expected rate (calculated per thousand units) would be 5% x 180 days /360 x 1000 = 25.00.
On payment, the agent states there is an interest shortfall. They are only going to pay 20.00 per thousand units.

The formula would be 5% x 180 days/360 x 1000 - 20.00 = 5.00.
Thus, the Interest Shortfall rate would be 5.00.

An example of a Realised Loss from the US:
A mortgage-backed security has an original face value of $10,000. A principal payment of 100 per bond (expressed as a rate) is distributed. Normally, this would adjust the factor of the security from 1.0 to 0.9, making the value $9,000. However, there is a realised loss of 100 per bond, meaning that the remaining value of the bond is only $8,000, and the new factor is in fact reported as 0.8. The realised loss of 100 would be carried in the Realised Loss rate field.

G. SEG recommendation:
	Consider
	Y
	Timing

	
	- Next yearly cycle: 2011/2012
(the change will be considered for implementation in the yearly maintenance cycle which starts in 2011 and completes with the publication of new message versions in the spring of 2012)
	Y
	Priority: 

high 

medium 

low

	
	- At the occasion of the next maintenance of the messages
(the change will be considered for implementation, but does not justify maintenance of the messages in its own right – will be pending until more critical change requests are received for the messages)
	

	
	- Urgent unscheduled
(the change justifies an urgent implementation outside of the normal yearly cycle)
	
	

	
	- Other timing:
	


Comments:

Only seev.031 is impacted.
See comments in MCR n°59
	Reject
	


Reason for rejection:
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