Memorandum

To:

All MDDL Reviewers

From:
MDDL Specification Editors

(James E. Hartley, Anthony B. Coates)

CC:

Date:

15 July 2002

Subject:
MDDL 2.0-beta – Changes and enhancements


When reviewing MDDL 2.0-beta, please note the following changes and features related to the new Vocabulary Domain – debt.  You may wish to refer to the “MDDLDebtTerms06.xls” (available at http://www.mddl.org/) that was used to generate this specification.

1. This release does not include support for DTD.  We are anticipating dropping support for DTD.  See a separate note discussing this issue.

2. The new domain is “debtDomain” and all new properties exist within that hierarchy except as noted by these changes to existing properties:

a. The “instrumentIdentifier” has been modified to include a “tranche” property.  The “tranche” (literally “slice”), in conjunction with the other properties of the “instrumentIdentifier” should allow specification of all spreadsheet items on lines 6-29.  The Controlled Vocabulary “trancheID” defines the type of tranche identifier (beyond the specific identifying agency’s code) as defined in spreadsheet lines 26-29.

b. The “days” property has been changed to type “mdDateTime”.  While it still contains the child property “dayOfWeek”, it can now take on a date or time itself (just like property “dataDateTime”).  Within the “debtDomain”, there are many references to specific days that must not be confused with the “dataDateTime” that covered most date and time requirements for equities.

c. The notion of “Groups” introduced in MDDL 1.0 for all Domain, Class, and Subclass container elements has been extended to include all properties that contain other properties.  This facilitates grouping of properties for inheritance in several special cases within the debt domain.  This capability was considered sufficiently useful that its applicability might extend into other domains as well.  Therefore all properties which are not leaf properties will now contain a child where the name is suffixed with “Group” which contains the same content model.  For example, the property container “coupon” now has a child element “couponGroup” with the same content model as “coupon”.

d. The “period” property has been extended to allow the specification of weeks and business days.  Previously, the property only referred to calendar days, months, and years.  Now, day determinations like “third business day of the 2nd week of the month” are possible.

e. The property “issuePrice” has been expanded to have a “debtIndicatorsType” property with a Controlled Vocabulary “debtIndicatorsType.xml” intended for use within the debt Domain.

3. Most Life of Security information (lines 30-48) is found in the “issueData” container (see “subscriptions”, “announcement”, “auction”, “firstAccrual”, “firstPayment”, and “maturity”).  Note the following:

a. Issue Date can be found in “issueData/issue/issuePrice/dataDateTime”.

b. The C.V. “debtIndicatorsType.xml” will contain the information necessary to indicate if the life is “Perpetual”, “Notional”, or “Extendable”.  NOTE:  multiple debt indicators may be provided.

c. The C.V. “indicatorsType.xml” will contain entries to signify the status of the maturity date provided – “Legal” or “Expected”.  If both are specified then two instances of “maturity” are necessary.

4. Most of the About Coupon information (lines 49-197) are found in “issueData/coupon”:

a. The properties “firstCoupon”, “lastCoupon”, and “penultimateCoupon” all contain the date and time information you would expect.  The properties are enhanced by the C.V. “debtIndicatorsType.xml” noting the long/short aspect of each of these special days.

b. The notion of ISMA Rules? is covered in the C.V. “rulesType.xml”.
c. The Stepped Rate and its Effective date are stored in “coupon/steppedRate” and “coupon/steppedRate/dataDateTime” respectively.

d. The Intr. Payment with delay and Structured coupon information are represented in the C.V. “debtIndicatorsType.xml”.

The discussion of coupons to date has led the technical team to understand that there are various coupons that may be defined for the debt instrument and rules (math or simple comparison) that govern which coupon is active and what some of the specific parameters are.  The capability to represent this is covered by three features.  First, the addition of the “when” property which can contain a conditional statement represented in structured XML (for example, “6 MO LISBOR < 8%”).  Second, the extension of the “Groups” to include all containers (not just Domain, Class, and Subclass containers) as noted in item 2 above.  And third, the representation of a relatively new concept that a property may be defined via a formula rather than a specific number.  In this fashion, a property may take on a value based on a simple mathematical calculation (for example, the coupon mentioned above may be “6MO LISBOR + .20 GBP” if the coupon condition is met).  

Please see the include XML W3C Schema “math.xsd” for an indication of how math and conditionals will operate.  This is a very powerful MDDL function that is generic to be used across all domains (although initially targeted for the “coupon” property within the “debtDomain”).
e. Item 4e above allows conditionals as a function of ANY MDDL FIELD on the debt instrument or any other instrument and should handle all of the items associated with lines 65-88.  MDDL 2.0 will allow reference to fields within the current MDDL document only.  External references will be considered for a follow-on release.

f. The concept of delay days (line 59) is not properly represented in the schema as clarification is necessary on this item.

g. The content model for “couponRate” (and similar rates or prices) is not final pending revision of the schema generation mechanism being refined for MDDL 2.0.

h. Multiple “paymentDates” may be specified or one “paymentDates/Schedule”.  Use the latter if complicated day expressions are required but either is valid for simple references to explicit days.

i. Spreadsheet lines 103-143 are represented by “couponType” and the associated C.V. “couponType.xml”.
j. The Floating rate specifics (lines 105-127 and lines 154-178) are included in “coupon/couponType/floatingRate”.

k. Spreadsheet lines 179-187 are assumed to related to FRNs but clarification is required to ensure this information is encoded properly.

l. The Issuer Options for Coupon and Holder Options for Coupon (lines 188-197) are related to the information for Calls and Puts.  This information is included in “coupon/couponOptions” and its associated C.V. “couponOptions.xml”.

5. The Other Issue Information is spread about mostly in “issueData” and “issueData/issue”.

a. The item on line 209, Greenshoe option maturity, is not represented as clarification is required on this topic.

b. The items Deep discount, High premium, and Variable (lines 220-222) are not represented as clarification is required.

c. The information about Physical status (as well as many other fields), are simply relegated to the C.V. “debtIndicatorsType.xml” attached to “issueData”.

d. The data for Offer type is represented by a new C.V. “offerType.xml”. 

e. The data for Original Issue Fees are included in “issue/issueFees” and the C.V. “issueFeesType.xml”.  

f. The data for Status on Liquidation is covered in “issue/redemption” and the C.V. “liquidationStatusType.xml”. 

g. The data for Issuance Program Type is covered in “issue/programType” and related C.V. “programType.xml”.  
6. Spreadsheet lines 272-291 are generally represented in the “regulatory” element that is a peer of “issueData”.  When the full regulatory information is covered (lines 770-806) this section may need to be readdressed.

7. The Relationships data is represented in “issueData/issue/redemption”.  This may need to be reviewed.

8. The Life / Amortization information of lines 300-351 is encoded in “issueData/debtLife” and a C.V. “amortizationType.xml”.

9. The Issue Data on lines 352-494, associated with Issuer Options (Call) and Holder Options (Put) and Warrants, is included in the “issueData/issue/issueOptions” element.  The C.V. “putableType”and the C.V. “callableType” are new for this release.
10. Note that in several locations, there is reference to some sort of agent (note that an underwriter is an agent).  These are defined in the properties “partiesInvolved” or “agent” with the C.V. “agentType”.

11. The remaining data is relatively easy to find.  The following items still need to be finalized:

a. The logic and formula associated with determining the coupon parameters based on other instruments or outside data.  The “when” clause.

b. The exact representation of a schedule.  It is used in several places so the data it must carry is defined but the exact representation is not finalized.  Its current definition is enough to represent the various explicit days and multiple periods but the precise interpretation of those days is not clear.

c. The exact intent of the sinking fund and how it is differentiated from some of the other schedules defined.

d. Correlation of the schema with the English-text definitions and descriptions provided by the Vocabulary team.

e. The modification to the “period” element has not been completed.

f. The content of all the controlled vocabularies (obviously, not all of these are mentioned above so some work is necessary to rationalize this list against the list in the spreadsheet):

· agentType

· amortizationType

· callableType

· convertibleType

· country

· couponOptions

· couponType

· creditEnhancementType

· crossrate

· debtIndicatorsType

· debtWarrantType

· deviationType

· equityWarrantType

· exerciseRightsType

· floatingRateType

· issueFeesType

· issueMarketType

· jurisdictionType

· liquidationStatusType

· oddType

· offerType

· programType

· putableType

· putConditionType

· redemptionType

· registrationStatusType

· relationshipType

· rulesType

· securityDescriptionType

· sinkComputationType

· sinkExerciseType

· sinkFundType

· stripType

· targetMarketType

· trancheID

· underwritingFeesType

· operator













