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CCMA - T+1 Operations Working Group
Monthly: https://us02web.zoom.us/meeting/tZUkdOGvqTgrG9dBT5COTDwZRtif3E0J0si0/ics?icsToken=98tyKuGppzgiHdOWsRiERpwcHYjCWe3wtnZcjfpZviuwIA9nRhTMBPZLNOFaQPKA

Join Zoom Meeting
https://us02web.zoom.us/j/81938773113?pwd=anJnMnZqcFd1Vk5hSjVNTnVUWkx5dz09

Meeting ID: 819 3877 3113
Passcode: 4CZCsF

Dial by your location
        +1 647 374 4685 Canada
        +1 778 907 2071 Canada
        +1 204 272 7920 Canada
        +1 438 809 7799 Canada
        +1 587 328 1099 Canada
        +1 646 558 8656 US (New York)
        +1 312 626 6799 US (Chicago)
Meeting ID: 819 3877 3113
Passcode: 892754



T+1 Operations Working Group
[bookmark: Agenda]Agenda
December 8, 2022 at 11:00 AM ET
Co-Chaired by: 
Sheera Badial of Canaccord Genuity
Domenic Sgambelluri of Northern Trust

1. Approval of Minutes from the meeting held on November 10, 2022

2. T+1 Steering Committee Update

3. Issues for discussion
a. [bookmark: _GoBack]CDS – Migration to T+1 – CDS to present
b. OWG - 031	Trade Confirmation/Affirmation/Matching Process
i. Need for a Buyside Task Force?
c. OWG – 006	International Clients - allocations etc.
d. OWG – 016	Penalty for fails
e. OWG – 018  Fixed Income Securities

4. Other Business
a. IIROC T+1 Rule change presentation – to be presented at Noon

5. Next Meeting		January 12, 2022 at 11:00 AM ET	







[bookmark: OWGMinutes]T1-OWG - Minutes of October 18, 2022
Keith Evans of CCMA welcomed attendees to the T+1 Operations Working Group meeting. Keith then turned the meeting over to Domenic Sgambelluri and Sheera Badial.
1. Approval of the Minutes from the meeting held on October 18, 2022
Domenic reported that the Minutes from the last T+1 Operations Working Group meeting, held on October 18, 2022, were distributed with the meeting package. There were no additions, subtractions or material corrections requested by members, therefore the Minutes of the meeting were approved as presented.
2. T+1 Steering Committee Update
Domenic asked Keith to provide an update on the last T+1 Steering Committee meeting. 
Keith also reported that the Steering Committee was updated on the following issues;
· He reported that the SEC was not likely to make the final determination of the transition date for T+1 until as late as the end of Q1 2023. This is much later than originally thought. Keith also mentioned that this uncertainty was causing a lack of focus and funding of money and resources in Canada. There is a certain amount of pressure being applied to the SEC, south of the border, to provide clarity around the implementation date……to date no information is forthcoming.
· Keith reported that the CSA is still planning on issues consultation papers on both National Instruments 24-101 and 81-102. These papers are expected within the next month or so. Like the lack of US regulatory certainty, this lack of clarity from Canadian regulators is a cause of concern. Keith hopes both become public sooner rather than later.
· Keith then reported that there are issues related to the CDS PTM project. Keith said that T+1 relies on the CDS settlement systems to facilitate settlement. Consequently, any delays in implementing this project has material concerns for T+1…..particularly the industry testing of T+1. He said that PTM must go virtually perfect in order to meet the needs of T+1, and that this is highly unlikely.
3. Issues for discussion
Domenic introduced the Issue Log items up for discussion today.
A. OWG-009 – Securities Lending: Domenic introduced Phil Zywot from BNY Mellon/CASLA and asked him to provide an update on the issues surrounding Securities Lending. Phil highlighted the main T+1 issues facing the Securities Lending space as follows;
a. There is a risk of increased fails under a T+1 settlement environment, with the recall feature as the biggest issue, due to the lack of time in a T+1 environment and the general lack of automation within the recall function.
b. This is primarily a concern for ‘Warm/Special’ and Hard-to-Borrow issues needing to be recalled.
c. While Buy Ins are not common in Canada Securities Lending today, he feels that this will need to increase substantially in T+1 in order to force the return of borrowed securities.
d. He also suggested that there will likely be an increase in overdraft charges in T+1 as a result of settling with parties prior to the settlement of the recalled securities.
Phil then summarized the actions that have or need to be taken to deal with these issues;
a. CASLA and the industry need to educate lenders and the sales relationship managers on the need to focus on the issues noted in order to be able to be successful in a T+1 environment.
b. Securities Lenders need to react to a recall request much quicker in T+1 than they do today.
c. There needs to be an improvement in automated solutions, particularly with respect to recall requests.
d.  Securities lending agreements might be in need of updating before T+1 goes live.
To a question asked, Phil reported that due to other ongoing regulatory initiatives, such as Government of Canada proposed fail fees, T+1 issues are not actively being pursued, by CASLA as high priority items at this time.
Phil reported that there are about $77 billion in Canadian equities out on loan on average, with about 10% ($7-8 billion) in Hard-to-Borrow and Warm/Special securities.
B. OWG-031 – Trade Confirmation/Matching: Domenic introduced this subject. 
a. He said that for ease of identifying issues and solutions, this log will be combined with OWG-006 – International Clients – Allocations. 
b. Domenic reported that so far, we have restructured the CDS Job Scheduler to get Exchange trades reported sooner in the day, and ITP trades now have a input deadline of 8 PM on Trade Date for input to CDS
c. The next stage is to get the Buyside to report trade confirmations to their custodian by 3:59 AM ET on T+1. This will need to be completed for more than 90% of all ITP trades under National Instrument 24-101.
i. SS&C reported that as long as the Buyside firm sends in a confirmation, SS&C automatically reports the confirmation to Custodian without delay (instantly, or near real-time.
ii. A large Buyside firm said that they send automated messages to their vendors to confirm allocations to their custodian.
d. A representative from one firm noted that for ITP trades to meet the 3:59 AM confirm targets, trade corrections and trade allocations must first be completed.  Today that is mostly done during T+1 AM.  Any change to this timetable requires all buy and sell side firms to change simultaneously since all parties to a trade must be available for trade corrections.  He asked whether that would be feasible prior to T+1 launch, adding that if not, we should consider temporarily keeping the current timeframes until it was.  It was noted the T+1 settlement deadline could be achieved if the 60% not confirmed on T (i.e., today’s 95% confirmed by T+1 PM, less the 35% confirmed on T) were submitted for settlement real-time T+1.  Firms could then focus on the last 5% unconfirmed by T+1, while planning any timetable shifts for the industry. Keith Evans said that the primary focus of the move to T+1 was to reduce overall settlement risk. However, the biggest financial benefit can be achieved by the sellside brokers by settling their trades in the overnight settlement cycle. Consequently, by doing nothing, the benefit will be reduced to 35% of the potential reduction. Further, by leaving settlement to the online settlement facility of CDS, members will be subject to increased settlement fees, greater need for Lines of Credit, and increased need for ACV, and more staff to achieve the same results. This is not an option, as the regulators are unlikely to be supportive of the potential increase of failed trades.
C. OWG-006 – International Clients: This item was combined with OWG-031 – Trade Confirmation/Matching. Therefore this issue log was closed.
D. OWG-016 – Penalty for fails: Dominic asked Keith to report on this item. Keith said that the Government of Canada had recently issued a paper proposing fess for failed trades of Government of Canada T-bills and Bonds. While the implementation timeline is likely to be after the implementation of T+1, Keith suggested that this is something for this group to consider. Keith said that it does not make sense at this time to impose fail fees on other instruments, but suggested that there will come a time where this is likely to be imposed on all transaction types. He said he would provide links to the consultation paper, which has a deadline of December 9th for comments. Domenic suggested we leave this issue on the agenda for next meeting.
E. OWG-018 – Fixed Income Securities: A member asked about the settling of debt trades where one side is traded in Canada and the other side is in a market where there is a different settlement date. Keith reported that the Canadian side should be at T+1. Keith also agreed that if the other side is at a different settlement date that this would be a problem. It was greed that this issue would be left on the agenda for further discussion at the next meeting.

4. Other Business
There was no other business. 
5. Next Meeting
The next meeting of the CCMA - T+1 Operations Working Group will be scheduled for December 8, 2022, at 11:00 AM Eastern.
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