Cancellation of Post-Trade Events

The IM-Custodian working group has identified the need to explicitly have messages for cancelling previously sent contract notification events. 

See more information at: http://www.fpml.org/issues/view.php?id=330 

Even though the preferred approach from the group was to have a generic notification message going from the investment manager to the custodian in order to instruct the cancellation of a message, the Coordination Committee advised
 that the single message approach was not consistent with FpML 4.x. For consistency with the standard, the proposed approach has been changed to have a cancellation message per business event.

In addition, the approach chosen at this stage is not to use a request/response scenario with the implication that the Custodian is expected in all cases to act on the notification. If for whatever reason the Custodian can not act on the notification, this needs to be dealt with outside of the current defined business process (i.e. pick up the phone).

The proposal introduces a set of additional messages:

· ContractPartialTerminationCancelled

· ContractNovatedCancelled

· ContractIncreasedCancelled

· ContractFullTerminationCancelled
Versioning (including the new cancellation messages) per SWIFT CUG’s usage (to make sure it works with current implementation of messages).
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	New
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	New

	Notification Message
	Contract

Created
	Contract

Created
	Contract

Increased
	Contract

Increased
	Contract

Increased

Cancelled
	Contract
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	conversationId
	CNV001
	CNV001
	CNV078
	CNV078
	CNV078
	CNV083

	Primary contractId
	IRS001
	IRS001
	IRS001
	IRS001
	IRS001
	IRS001

	Version
	1
	4
	6
	9
	10
	11

	Version Effective Date
	20070508
	20070509
	20070514
	20070515
	[creationTime

Stamp]
	20070517

	Contract or Novation or Termination or Increase Date
	20070507
	20070507
	20070511
	20070511
	-
	20070516


Structure of the Messages

· ContractPartialTerminationCancelled
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· ContractNovatedCancelled
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· ContractIncreasedCancelled
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· ContractFullTerminationCancelled
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Minutes IM-Custodian 2007-11-28
· The assumption behind the cancellation messages is that they will cancel the entire conversation within the event. So if multiple messages are sent within the event, the cancellation message will cancel all of them. Everyone agreed to that.
· The optional information about the event may be useful for manual process. If the process was fully automated, the information may not be necessary but since exceptions may be handled manually, it would be useful to have that information in the message. 
· The business process definition should make sure that it is not possible to cancel an event to a contract once a subsequent event has been applied to that contract (e.g. increase, novation, cancel the increase). Otherwise, the processing of the cancellation would be impossible. 
· The current proposal will be sent to the Business Process and Coordination Committee for final approval in order to be included in FpML 4.4. 
Extracted from minutes Coordination Committee 2007-12-03

1.
Cancellation of Contract events (see attached)

1.1.
Andrew Parry asked about the issues that were raised in the previous Coordination Call:

a.
The message introduces confusion between cancellation of a message and cancellation of business event. Theoretically, in FpML you could send multiple messages for the same event. The purpose of this message is to cancel the business event. In the CUG, they are equivalent but this is not true for other implementations.

Marc's Answer to a.) The proposal has been modified to specify the cancellation of a business event instead of a message. This is consistent with FpML 4.x

b.
There shouldn't be a single message covering all business event cancellations. In the FpML 4.x series there is a message type per business event, these cancellation messages should follow the same pattern for consistency and there should have a message per type of cancellation (ContractPartialTerminationCancelled,

ContractNovationCancelled,...).

Marc's Answer to b.) A message per event cancellation has been introduced. Instead of a single message, 4 cancellation messages are proposed.

c.
The additionalData structure is not a good construct to report the original even that is being cancelled since there isn't control over its content. The content of the business event may be referenced optionally.

Marc's Answer to c.) The additionalData structure has been removed accordingly. Instead, each message includes optionally the event that is cancelled.

d.
The proposal should be reworked accordingly.

Marc's Answer to d.) Done by the IM-Custodian Working Group.

In addition, Andrew Parry asked about the definition of conversation and the use of event messages to offset transactions instead of cancellation messages.

Marc's Answer to these two points:

- The IM-Custodian participants use the conversation Id to link together messages for a single event. So event notifications, modifications, and cancellations are linked together by the conversation id. The concept of event id would probably be more appropriate for this usage but it was not introduced in the 4.2 messages and the IM-Custodian participants don't want to create private extensions to those messages.

- The IM-Custodian WG suggests the Modeling Task Force to clearly define conversation id and event id so it gets easier to understand and implement.

- The IM-Custodian participants expressed multiple times in previous working group meetings that the use of event messages to offset transactions doesn't fit their current business practices neither their current systems. The assumption that these are final state messages is not currently the case, there are multiple modifications that take place between the asset manager and the custodian.

Andrew Parry asked about the transaction aspect of the messages: when a cancellation of an event can be performed?

- The IM-Custodian expressed that in terms of their current implementations, initially they won't be able to process a cancellation of an event if a subsequent event has happened to the contract.

- Pierre Lamy stated that the suggested approach as standard should be that cancellation of messages could happen after subsequent events have happened to the contract and that transactions should be rolled back. This feeback will be sent back to im-custodian group.

� Minutes Coordination Committee 2007-11-19: � HYPERLINK "http://www.fpml.org/_wgmail/_im-custodianmail/msg00050.html" ��http://www.fpml.org/_wgmail/_im-custodianmail/msg00050.html� 





