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Introduction

Contract Notification messages were introduced to cover the requirements expressed for Phase 1 of the FpML on SWIFT initiative, which are solely communication of historic facts regarding contracts
The IM Custodian working group has expressed the need to explicitly have messages for cancelling the previously sent contract notification, which raises the issue of when the recipient is expected to act on receipt of a historic fact regarding a contract, such as the contract being cancelled. The proposal states “Custodian is expected in all cases to act on the notification”, but the Cancellation of Post Trade Events introduces large and ill defined do/undo functionality 

The illustrated scope is in fact wider that the cancellation of post trade events, and includes the correction of prior incorrect versions of events through overloading message types and conversationId

There is confusion between how systems communicate, and the resulting accountancy treatment. For example a decrease could have an offsetting increase, which would be the functional equivalent of cancelling the decrease
The design intention of these messages was that the recipient would take immediate action, unless a scheduled date for the action was supplied, expressly to avoid the situation where a transaction is undefined, and to avoid “un smash bottle” situations, where the recipient has already acted on information provided
These issues will be explored by answering some of the questions already raised in discussion, and by several usage scenarios

Co Ordination Minutes 03 Dec 2007
1.a) “Theoretically, in FpML you could send multiple messages for the same event”

The FpML Standard makes a clear distinction between a technical token, such as messageId to identify a message, and a business token, such as contractId, to identify a contract. The messageId will be unique per message, and be drawn from a number fountain or similar source, whereas a business token, such as contractId, will be used in multiple business messages

1.b ) A message per event cancellation has been introduced

See comment on message content in following section 1.c )

1.c) Each message includes optionally the event which has been cancelled

This means that you the recipient has know way of knowing what transaction you are attempting to undo, consider for example if you have two partial terminations scheduled for the same day

ConversationId, Message Overloading
From the table provided on page one

The proper scope of conversationId is weekly defined in FpML. From the sample values provided, it appears that the scope of conversationId in this proposal is that of simple message exchange pattern, such as contract created. In fact the same conversation id is used for

· Contract creation, and amendment of prior incorrect state of creation using conversationId “CNV001”. Has the contract in fact been created more than once?
· Contract increase, amendment of prior incorrect state of increase, and cancel of increase, version of increase unknown, using conversationId “CNV078”

Primary Identifier

In FpML all identifiers are equal; it does not have “primary”, “secondary”, “tertiary” … identifiers

Version Effective Date

Version Effective Date is a Date, not a DateTime. Are you proposing that in the absence of effectiveDate, the recipient should understand that the message is for immediate action, instead of scheduled action?
Structure of the Messages

The transaction you are attempting to undo is always left optional, which will cause an issue should the transaction not be scheduled, committed, or should multiple transactions of the same class be schedule for the same day, such as two partial terminations
Usage Scenarios

“Bring back the dead”
Day 1: Contract Created

Day 2: Contract Full Termination, no Effective Date
Day 100: Contract Full Termination Cancelled

Would you allow this? When is the recipient expected to act? What is the outcome?
“So good we partial twice”

Day 1: Contract Created

Day 2: Contract Partial Termination, Effective Date Day 10
Day 5: Contract Partial Termination, Effective Date Day 10

Day 10: Contract Partial Termination Cancelled 

What is the order of evaluating the messages on Day 10? What is the outcome?
“That conversation never happened”

Day 1: Contract Created, size 100

Day 5: Contract Increase to 110, Effective Date Day 6, conversation 92
Day 6: Contract Increase Corrected to 105, no Effective Date, conversation 92
Day 10: Contract Increase Cancelled, no Effective Date, conversation 92
What is the order of evaluating the messages on Day 10? What is the outcome?
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