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Processing Corporate Actions Data

The Need

The Securities and Exchange Commission (SEC) mandate for electronic, standardized disclosure of corporate financial reporting for every public company using XBRL (eXtensible Business Reporting Language), has established a disclosure requirement for the 21st century.  Recent reports from the DTCC, Swift and XBRL US advocate that Corporate Actions documentation should also be tagged using XBRL technology, which is fully compatible with the global ISO20022 data standard used for data exchange among financial services organisations. A copy of one of the business cases can be found here: DTCC and XBRL
Corporate Actions processing is fraught with problems. Many of these problems derive from the complexity of delivering information from issuers/offerors to the ultimate investors. The current delivery process does not rely on standard information generated electronically. Instead, intermediaries are responsible for manually generating the electronic records of Corporate Actions documentation that investors need. As a consequence, intermediaries create multiple versions of the same information and pass these to subsequent intermediaries along the chain. The creation of each new version inherently carries the risk of inaccuracies, event misidentification and delays. These errors are compounded by the keying and re-keying of information as it passes between intermediaries. 

The Solution
1) All parties involved in the processing of Corporate Actions announcements should, adopt the most up to date ISO global information standards for Corporate Actions data, whilst continuing to support the current disclosure process;

2) Issuers should “tag” (insert metadata into the source announcement document) a limited set of key Corporate Action information data points, found within their documents, using XBRL tags based upon the global ISO standard;
3) Issuers should codelmark all data, a process whereby a unique digital fingerprint of the Corporate Action is filed with Codel’s searchable registry (see below). Users can then use the Codel registry to determine authenticity retrospectively. Codelmarking can be done by the issuer themselves or on their behalf by depositories, custodians or exchanges.
4) Once issuers tag corporate actions information, intermediaries must seamlessly disseminate, without alteration, the issuer’s electronic version as close to real time as possible or within a timeframe as requested by the end investor

Codel

Codel provides a digital notary service and reference registry which when used to codelmark reports of corporate actions at source enables all parties in the chain - from issuers, offerors, intermediaries and investors - to rely on the authenticity, integrity and version validity of the underlying data. Information can also be codelmarked at intermediate points in the information supply chain.
How does Codel Work?

The Originator calls the Codel service and requests a codelmark (a digital fingerprint) to be created for a specific piece of data that needs to be protected. This codelmark can be used at any time in the future to prove the authenticity, integrity and status of that data. Additionally, the originator is given a protected version of the original data (with the file extension .cdlxml) that incorporates the codelmark and other significant data. This new protected file is safe-stored by the originator in a location of their choice. Codel keeps a copy of the codelmark safely, in perpetuity, but never sees the original data. When the protected file is disseminated by the originator to a third party, the recipient (for example, to an investment or custodian bank ) the recipient verifies it with the Codel reference registry. Verifications are audited and records of the verification transactions are retained to prove usage of data.  Verification also prove that the data is authentic and unchanged; who originated it and when; and whether it is the most up-to-date version. 
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Publication in the Financial Times

Codel protects the integrity of client data and its searchable registry by publishing an audit trail codelmark daily in the Financial Times on or around page 32 in the Markets and Data section.  Companies that use Codel can refer to this to prove their own integrity for compliance and regulation purposes. 

Integration

Codel is scalable and can be seamlessly integrated into organisations’ business operations and enterprise data management systems. Individuals in these organisations can simply codelmark data themselves, or Codel can be easily built into their applications, so that the process is fully automated.

All types of digital information can be protected using Codel and unlike paper which is very hard to protect, distributed codelmarked data can be checked for authenticity, integrity and validity at any point in time in the future both by both the originator and any recipient – no matter how many times the data has changed hands.

Benefits

1) Retail investors can receive the key details of corporate action information as specifically identified by the issuer in a faster, more accurate and consistent manner than is common today

2) Because the corporate action has been codelmarked, they will be able to determine its authenticity and be certain that they can rely upon it;

3) Institutional investors will benefit from cost reduction, speed of delivery and increased certainty in the data received from multiple sources that are relied on for critical investment decisions;

4) Issuers will gain by knowing that their message is accurately conveyed in a timely manner under a transparent, standards-based process to the end investor;

5) The financial services industry will benefit from a reduction in the outlined risks and with a more streamlined process, ”

Codel is a unique combination of simplicity and utility. It addresses the fundamental need to be able to rely on electronic information and data in all forms, and provides persistent protection for digital documents for as long as required.

The Codel digital notary service extends internationally and across jurisdictions, ensuring that codelmarked data can be shared by senders and receivers with the peace of mind that  it can be totally relied upon.
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