RA ID: CR0135

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
Plus any ‘related’ messages that might be impacted.
C. Description of the change request:
Modify the definition of CAOS (Corporate Action Option Applicability) to include when the payout of a particular option is unknown at the time of instruction.  

Current Definition of CAOS:

The option applicability is not subject to the account owner decision but depends on the terms defined by the issuer, for example in the case of Equity Linked Notes or warrants.

Proposed Future Definition of CAOS:
The option applicability and/or payout are subject to terms defined by the issuer, for example in the case of Equity Linked Notes, Warrants, Rights, or Conversions when the payout is unknown at the time of instruction.  
D. Purpose of the change:

In instances where the outturn of the election is not known at the time of instruction on voluntary or choice events, the only option code currently available is OTHR.  By utilizing the OTHR option code, option text must be utilized to properly identify what the holders are electing, which eliminates any opportunity for STP.  By expanding the usage of the CAOS option feature, we can begin utilizing CAOS along with the CASE option code rather than OTHR.  
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 text pulled from DTC RIPS Envelope.

Example 1:

Level 3 | ISIN US52729NBF69 

The applicable conversion rate is 251.0040 shares of Level 3 Communications, Inc. common shares (cusip 52729n100) per $1,000 p.a. (equivalent to a conversion price of approximately $3.984 per share).                           

*

A holder's right to convert securities into common stock is subject to the company's right to elect to pay cash or stock or a combination of both cash and stock for the notes.                                                       

*                                                                              

The following is extracted from the indenture, dated as of December 2, 2004:   

"In lieu of delivery shares of the common stock upon conversion of any securities, for all or any portion of the securities surrendered for conversion, the company, subject to compliance with section 10.02, may elect to pay holders surrendering securities for conversion an amount in cash per security (or a portion of a security) equal to the average of the applicable stock price over the fifteen trading day period starting on and including the third trading day following the conversion date multiplied by the conversion rate in effect on the conversion date (or portion of the conversion rate applicable to a portion of a security if a  combination of common stock and cash is to be delivered)".                                 

*                                         

Holders who do not convert by the conversion expiration date will have their securities presented for redemption at $1,016.69 per $1,000 p.a.  (redemption price of $1,007.50 plus accrued interest of $9.19).             

MT 564 Example (MT messages used for illustration purposes only)

MT564 using OTHR Option Code:

:16R:GENL

:20C::CORP//0000536525-01

:20C::SEME//01-03-999999999

:23G:REPL

:22F::CAEV//MCAL

:22F::CAMV//CHOS

:98C::PREP//20110126134723

:25D::PROC//COMU

:16S:GENL

:16R:USECU

:35B:ISIN US52729NBF69

:16R:ACCTINFO

:97A::SAFE//123456

:93B::ELIG//UNIT/111,

:16S:ACCTINFO

:16S:USECU

:16R:CADETL

:16S:CADETL

:16R:CAOPTN

:13A::CAON//001

:22F::CAOP//OTHR

:17B::DFLT//N

:17B::WTHD//N

:98C::MKDT//20110127170000

:16R:SECMOVE

:22H::CRDB//DEBT

:35B:ISIN US52729NBF69

:98B::PAYD//UKWN

:16S:SECMOVE

:70E::ADTX//WE WISH TO CONVERT ALL OF OUR BONDS.

:16S:CAOPTN

:16R:CAOPTN

:13A::CAON//002

:22F::CAOP//CASH

:11A::OPTN//USD

:17B::DFLT//Y

:17B::WTHD//N

:98C::MKDT//20110127170000

:92A::INTP//9,19

:90B::OFFR//ACTU/USD1007,5

:16R:SECMOVE

:22H::CRDB//DEBT

:35B:ISIN US52729NBF69

:98A::PAYD//20110201

:16S:SECMOVE

:16R:CASHMOVE

:22H::CRDB//CRED

:98A::PAYD//20110201

:16S:CASHMOVE

:16S:CAOPTN

:16R:ADDINFO

:70E::ADTX//MISC TEXT

:16S:ADDINFO

MT564 using CASE Option Code:

:16R:GENL

:20C::CORP//0000536525-01

:20C::SEME//01-03-999999999

:23G:REPL

:22F::CAEV//MCAL

:22F::CAMV//CHOS

:98C::PREP//20110126134723

:25D::PROC//COMU

:16S:GENL

:16R:USECU

:35B:ISIN US52729NBF69

:16R:ACCTINFO

:97A::SAFE//123456

:93B::ELIG//UNIT/111,

:16S:ACCTINFO

:16S:USECU

:16R:CADETL

:16S:CADETL

:16R:CAOPTN

:13A::CAON//001

:22F::CAOP//CASE

:22F::OPTF//CAOS

:17B::DFLT//N

:17B::WTHD//N

:98C::MKDT//20110127170000

:16R:SECMOVE

:22H::CRDB//DEBT

:35B:ISIN US52729NBF69

:98B::PAYD//UKWN

:16S:SECMOVE

:70E::ADTX//WE WISH TO CONVERT ALL OF OUR BONDS.

:16S:CAOPTN

:16R:CAOPTN

:13A::CAON//002

:22F::CAOP//CASH

:11A::OPTN//USD

:17B::DFLT//Y

:17B::WTHD//N

:98C::MKDT//20110127170000

:92A::INTP//9,19

:90B::OFFR//ACTU/USD1007,5

:16R:SECMOVE

:22H::CRDB//DEBT

:35B:ISIN US52729NBF69

:98A::PAYD//20110201

:16S:SECMOVE

:16R:CASHMOVE

:22H::CRDB//CRED

:98A::PAYD//20110201

:16S:CASHMOVE

:16S:CAOPTN

:16R:ADDINFO

:70E::ADTX//MISC TEXT

:16S:ADDINFO

Example 2:

National City | ISIN US635405AW30

Each $1000 principal amount is convertible into 2.0725 common shares of PNC Bank Corp. (cusip 693475105).                                            

*                                                                            

A holder's right to convert securities into common stock is subject to the company's right to elect to pay cash or a combination of both cash and stock for the notes.                                                                

*                                                                             

Bondholders who do not convert by the DTC conversion expiration date will have their securities presented for maturity at $1,000.00 per $1,000 principal amount.                                                                       

MT564 Example (MT messages used for illustration purposes only):

MT564 using OTHR Option Code:

:16R:GENL

:20C::CORP//0000536525-01

:20C::SEME//01-03-999999999

:23G:REPL

:22F::CAEV//MCAL

:22F::CAMV//CHOS

:98C::PREP//20110126134723

:25D::PROC//COMU

:16S:GENL

:16R:USECU

:35B:ISIN US635405AW30

:16R:ACCTINFO

:97A::SAFE//123456

:93B::ELIG//UNIT/111,

:16S:ACCTINFO

:16S:USECU

:16R:CADETL

:16S:CADETL

:16R:CAOPTN

:13A::CAON//001

:22F::CAOP//OTHR

:17B::DFLT//N

:17B::WTHD//N

:98C::MKDT//20110127170000

:16R:SECMOVE

:22H::CRDB//DEBT

:35B:ISIN US635405AW30

:98B::PAYD//UKWN

:16S:SECMOVE

:70E::ADTX//WE WISH TO CONVERT ALL OF OUR BONDS.

:16S:CAOPTN

:16R:CAOPTN

:13A::CAON//002

:22F::CAOP//CASH

:11A::OPTN//USD

:17B::DFLT//Y

:17B::WTHD//N

:98C::MKDT//20110127170000

:90B::OFFR//ACTU/USD1000,

:16R:SECMOVE

:22H::CRDB//DEBT

:35B:ISIN US635405AW30

:98A::PAYD//20110201

:16S:SECMOVE

:16R:CASHMOVE

:22H::CRDB//CRED

:98A::PAYD//20110201

:16S:CASHMOVE

:16S:CAOPTN

:16R:ADDINFO

:70E::ADTX//MISC TEXT

:16S:ADDINFO

MT564 using CASE Option Code:

:16R:GENL

:20C::CORP//0000536525-01

:20C::SEME//01-03-999999999

:23G:REPL

:22F::CAEV//MCAL

:22F::CAMV//CHOS

:98C::PREP//20110126134723

:25D::PROC//COMU

:16S:GENL

:16R:USECU

:35B:ISIN US635405AW30

:16R:ACCTINFO

:97A::SAFE//123456

:93B::ELIG//UNIT/111,

:16S:ACCTINFO

:16S:USECU

:16R:CADETL

:16S:CADETL

:16R:CAOPTN

:13A::CAON//001

:22F::CAOP//CASE

:22F::OPTF//CAOS

:17B::DFLT//N

:17B::WTHD//N

:98C::MKDT//20110127170000

:16R:SECMOVE

:22H::CRDB//DEBT

:35B:ISIN US635405AW30

:98B::PAYD//UKWN

:16S:SECMOVE

:70E::ADTX//WE WISH TO CONVERT ALL OF OUR BONDS.

:16S:CAOPTN

:16R:CAOPTN

:13A::CAON//002

:22F::CAOP//CASH

:11A::OPTN//USD

:17B::DFLT//Y

:17B::WTHD//N

:98C::MKDT//20110127170000

:90B::OFFR//ACTU/USD1000,

:16R:SECMOVE

:22H::CRDB//DEBT

:35B:ISIN US635405AW30

:98A::PAYD//20110201

:16S:SECMOVE

:16R:CASHMOVE

:22H::CRDB//CRED

:98A::PAYD//20110201

:16S:CASHMOVE

:16S:CAOPTN

:16R:ADDINFO

:70E::ADTX//MISC TEXT

:16S:ADDINFO

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:

See alternate solution in MCR n°59.
	Reject
	


Reason for rejection:

CR0135_ISITCUS_DTCCCAOSDefinition_v2 Produced by ISITC on 1 June 2011 
Page 10

