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August 10, 2023 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 July 13, 2023

2. T+1 Steering Committee Update

3. Issues for discussion
a. CDS ITP stats update – Johann Lochner
b. ETF Task Force update – Jamie Anderson
c. Securities Lending update – Phil Zywot
d. Review of Issue Log - Sheera/Domenic
i. Close Issue OWG-004 – Derivatives
ii. Close Issue OWG-010 – North/Southbound Flips
iii. Close Issue OWG-039 – NI 24-101 statistics
iv. Discuss Issue OWG-012 – DP Trade Matching

4. Other Business

5. Next Meeting		September 14, 2023 at 11:00 AM ET	






[bookmark: _GoBack][bookmark: OWGMinutes]T1-OWG - Minutes of July 13, 2023
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 June 8, 2023
Domenic Sgambelluri reported that the Minutes from the last T+1 Operations Working Group meeting, held on June 8, 2023, 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
Keith provided an update on the last T+1 Steering Committee meeting. 
Keith reported as follows;
· Keith said that CCMA would be collecting another round of funding. This funding would be collected as part of the CDS July billing cycle, where the funds will be taken on August 11th.
· There are a few items on today’s agenda that were part of the Steering committee, so he said they would be covered later in the meeting.
· Keith also reported that the Buyside Taskforce was presented and approved at the Steering Committee.
· He reported that there is a Sifma webinar on the Canadian Transition next Tuesday.
· Keith said that CCMA had issued a survey a couple of weeks ago, and that the response so far is less than desired. He asked that members take the 3-5 minutes to complete, as it should identify the areas that need the greatest attention.
· Keith also reported that he had heard about an investment fund working group meeting last week, where the transition to T+1 was discussed. Members at that committee were unsure of how many firms are moving and how many are not. He said that CCMA would continue to dig on this one and report back with any issues uncovered.
· One member reported that Mexico had recently said that they are seeking final regulatory approval to formalize the decision. 

3. Issues for discussion
A – Issue Log discussion – Domenic introduced the issue and said that at the last meeting of the OWG members had prioritized the open issues into High, Medium, and Low. Where the high priority items will be tackled first, and that the Medium and Low priority items will be dealt with as time permits.
One member introduced a new opportunity for F/X issues around T+1, and offered to speak with anyone over the coming weeks about their issues and concerns. 
JP Howarth of Perimeter can be reached at jp.howarth@pfin.ca
There were two other questions. One dealt with ‘Go-No Go’ decision. Keith mentioned that the difference between T+2 and T+1 is that in the US the move to T+1 is a regulatory decision and not an industry-lead initiative. Therefore there is no decision to be made by the industry. The second was on the potential of a CDS/TMX solution was being considered. Phil Zywot of CASLA said that a more fulsome discussion on this topic will be presented at the next meeting of the OWG.
B – ETF Taskforce - Update – Domenic asked Jamie Anderson of CCMA to provide an update to the group. Jamie said that the ETFTF has raised and discussed various concerns for ETFs and the transition to T+1:
1. Lack of standardization of ETF basket confirmation files
2. Lack of a centralized clearing agency process for primary market ETF transactions
3. Lack of collateralization in the primary market
4. Impact of pricing files on striking an ETF’s net asset value
5. Primary and secondary markets on different settlement cycles
Jamie also mentioned that The ETFTF agreed that the main immediate concern was the lack of collateralization. A meeting was arranged with staff of the Investment Funds branch of the Ontario Securities Commission to discuss the five ETFTF concerns, with a focus on the lack of collateralization.
OSC staff were aware of the collateralization concerns, being raised previously by some ETF participants. Potential solutions with varying timelines were discussed. As the T+1 transition is less than one year away, blanket exemptive relief for ETFs from any NI 81-102 collateral restrictions would be the most likely achievable short-term solution. There would need to be details on how much collateral would be permitted, timing/cut-off for delivery, the form/acceptability of collateral, mark-to-market for extended collateral, seizure rights, etc. The preference would be a standard for the industry. OSC staff’s views were to avoid prescribing the collateral requirements. If the ETFTF were to propose the blanket exemptive relief, it would expedite the process. A longer term solution would be codifying the blanket exemptive relief into NI 81-102 as required.
The recommendations of the ETFTF are as follows; 
1. Request that the CSA provide blanket exemptive relief from any collateralization prohibitions in NI 81-102. In the longer term, seek amendment of NI 81-102 if necessary.
2. Development of an ETF industry interim collateral process (covering collateral specifics such as acceptable collateral, timing of delivery/return, safekeeping, settlement suspension of short securities, etc.).
3. Continued discussions with CDS to explore a centralized collateral solution.
4. Continued investigation of the other concerns raised as appropriate (lack of file standardization, settlement cycle mismatch, pricing).
The OWG members unanimously agreed that these are valid concerns and recommendations, and approved the ETFTF to continue to investigate these potential solutions. A monthly report to the OWG will be require going forward.
C – Trade Matching Statement – Jamie updated the OWG on the status of the Trade Matching Statement (TMS), where the statement use to be on the IIAC website, but subsequently dropped. Jamie reported that the IIAC had included the TMS in their weekly newsletter earlier this week, but we have not been able to confirm if it resides on the website as yet, as the IIAC website is currently not available.
D – CDCC - T+1 Derivative update – Domenic asked Jesus Sanchez from CDCC to provide an update. Jesus reported that CDCC currently has both T+2 and T+1 options, exercises and assignments. However, they do have some small Rule changes to reflect T+1. There are no other changes needed, however they will need to make some parameter changes for T+1 over the conversion weekend. In terms of testing, CDCC will be connecting to the CDS test region, where a two week schedule will be developed to test all functions required, including tenders, etc.
Jamie reported that the LRWG issue log #22 deals with all of the rules associated with CDCC. Jesus reported that the issuance of the proposed rules is targeted for completion in September. 
D – F/X initial discussion – Domenic asked Jason O’Born form RBC to outline the issue from an RBC perspective.  Jason walked through all of the areas where F/X is effecting trading and settlement as follows: 
For trade management systems: 
· Review current F/X workflows associated with securities transactions impacted by T+1
· Identify potential changes required to maintain alignment between securities trade and F/X execution.
· For example, interlisted trading between Canada and the US and ensuring that the CAD/USD F/X transactions align with the new T+1 securities settlement cycle.
· Review timing of when these F/X transactions are currently being executed in today’s T+2 environment to determine required changes for T+1. 
· F/X transactions currently linked to individual securities trades and executed on trade date for T+2 settlement will require changes in order to remain aligned.
· Processes currently utilized for covering F/X exposure from the prior day’s securities trading relying on batch overnight reporting, will require adjustments to either operate on a T+0/same-day basis or be transitioned to trade date.
Time Zone differences:
· Consider the impact of overseas investors (Europe/Asia) trading in North American markets on the timing of their F/X transactions.
· For example, European investors can receive Canadian/US equity executions up to 4pm ET (9pm UK/10pm CET) for T+1 settlement.
· Asia-based investors would receive trade executions early in the morning their time, leaving a small window to execute required F/X transactions and provide instructions to their North American counterparts before evening cutoff times.
Changes to Investor F/X Behaviour:
· Anticipate an increase in late-day ET time F/X requests for T+1/Next day settlement.
· Expect a potential rise in requests for T+0/same-day settling F/X from European/Asia-based investors.
· Potential changes are required to investor cutoff times as well as F/X settlement processes due to the compressed timelines.
· Recognize the increased need for automation/STP of communication methods for F/X orders, confirmation and settlement.

4. Other Business
There was one presentation provided to the group. 
Bill Meenaghan from SSImple presented his new product that helps with the communication of the SSI information associated with trades and how the automation provided can help enhance trade readiness for a shortened settlement period.
Post meeting note: The material for the CDCC discussion is included in the distribution of the Minutes from this meeting.  
5. Next Meeting
The next meeting of the CCMA - T+1 Operations Working Group will be scheduled for August 10, 2023, at 11:00 AM Eastern.
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