
Bilateral Contract Amendment Messages


Purpose
This document presents the case for the addition of Bilateral Contract Amendment and corresponding Cancel notification messages to FpML.
Definition

In this document we define a Bilateral Contract Amendment event as a negotiated change to the economic terms of an Over-The-Counter (OTC) contract that is subject to the same confirmation process as other post-trade events such as novations and terminations.
A Bilateral Contract Amendment is not to be confused with a unilateral correction to a contract notification.  In a unilateral correction situation, the sender is fixing some incorrect data or providing data missing in the previous notification to the same post-trade event.
Contract Notification History
When the Contract Notification messages were created in FpML 4.2, support for initiation, increase, novation, and termination events was provided.  The bilateral amendment case was deliberately excluded as it was assumed that the same effect could be achieved with a termination of the contract followed by an initiation of the same contract but with amended terms.  However, some sending and/or receiving systems have a constraint whereby the terminated contract identifier can not be reused in a subsequent initiation.  Effectively those systems are processing these contract amendment scenarios a) manually, or b) electronically with a ContractCreated, originally intended only for initiations.  The latter solution is unintuitive and, at worse, misleading.

Proposal
The proposal is to create a ContractAmended and ContractAmendedCancelled messages in FpML 4.6 to be used for Bilateral Contract Amendment events.  The structure should allow for the representation of the old contract terms (optionally), the new contract, and a payment (optionally).  It would complement the event coverage provided by the existing ContractCreated, ContractIncreased, ContractNovated, ContractPartialTermination, ContractFullTermination, and corresponding cancellation notifications.
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