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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 2A 

Topic Report on the operational performance of cash market clearing and settlement 
services 

Date of the Meeting 3 August 2017 

Purpose of this paper To report on key performance metrics for ASX’s clearing and settlement services.  

Action required To note the agenda paper. 

BACKGROUND

 

The clearing and settlement of equities performs a critical role in the operation of Australia’s financial markets, helping to 
reduce counterparty and systemic risk, and provide transaction efficiency and certainty for end investors. 

Core processes that provide these benefits include novation, netting and settlement. 

Novation 

Through a contractual process known as novation, ASX Clear becomes the seller to every buyer and the buyer to every 
seller, making it liable for completing all cleared transactions on the relevant market.  Novation performs two important 
functions: 

 it replaces the clearing participants’ credit exposures to other clearing participants by substituting the clearing house 
as the central counterparty; and 

 it maximises capital efficiency for clearing participants by permitting a single net exposure to be calculated and 
collateralised between the clearing house and each clearing participant. 
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Through novation, ASX Clear provides protection to non-defaulting clearing participants (and, indirectly, their clients) 
from the inability of a defaulting clearing participant to meet its obligations.   

A key metric for monitoring novation is the percentage of on and off market trading that is novated. 

Trades submitted for clearing and settlement by any market operator are verified prior to registration by ASX Clear.  If 
the verification conditions are not satisfied then trades are rejected.  Once a trade is registered it is novated.  Novation is 
deemed to be effective from the matching of bid/offer (on market trades) or recording of the trade (reported trades) for all 
trade execution venues. 

Netting 

ASX Clear is approved as a ‘netting market’, and ASX Settlement is an ‘approved netting arrangement’, for the purposes 
of the Payment Systems and Netting Act. This gives legal certainty to the netting of settlement obligations.  Settlement 
on a multilateral net basis maximises market efficiency by reducing participant transaction and funding costs. 

A key metric for monitoring netting is the percentage by which novated value is netted down for settlement.  This metric 
is termed “netting efficiency”. 

Settlement  

ASX's model for settlement maximises efficiency, while minimising the risk of settlement failure.  It does this by 
simultaneously transferring the legal ownership of shares and facilitating the transfer of money for those shares.  This is 
done through a Model 3 multilateral net batch settlement mechanism with irrevocable settlement finality at the end of the 
processing cycle.  The transfer of money occurs across the Exchange Settlement Accounts of payment providers in the 
RBA’s Information and Transfer System (RITS).  

A key metric for monitoring settlement is the percentage of scheduled settlement that successfully settles (i.e. the 
opposite of the “fail rate”).  This metric is termed “settlement efficiency”. 

Service availability  

ASX’s critical processes of novation, netting and settlement and are supported in ASX’s core system CHESS.  It is 
critical for market operations, that CHESS remains stable and available for processing.  A key metric for monitoring 
systems availability is the percentage of systems uptime as measured against target availability times.  The service 
availability target for CHESS is 99.80%. 

For the June 2017 quarter, the average monthly system availability was 100% for CHESS.  The average monthly 
availability of CHESS has been 99.99% between November 2011 and June 2017.    

Trade Acceptance Service 

ASX Clear and ASX Settlement’s Trade Acceptance Service (TAS) provides a mechanism for Chi-X to submit trades into 
CHESS. The CHESS system performs the clearing and settlement functions. 

The Trade Acceptance Service availability target for TAS is 99.80% (the same as CHESS). 

For the June 2017 quarter, the average monthly system availability was 100% for the TAS.  The average monthly 
availability of the TAS has been 99.99% between November 2011 and June 2017 (which is the same as CHESS). 

Reporting on clearing and settlement service performance  

The key metrics noted above on novation, netting efficiency and settlement efficiency for the June 2017 quarter are 
reported in Attachment A.  They are also supported by charts demonstrating a longer reporting period in Attachment B.
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ATTACHMENT A – SUMMARY METRICS RELATING TO THE PERFORMANCE OF ASX’S CLEARING AND SETTLEMENT SERVICES 
 

 June 2017 Quarter March 2017 Quarter 

System Availability (CHESS) 100% 100% 

System Availability (TAS) 100% 100% 

Total Trades Accepted (ASX) 72,787,681 68,291,241 

Total Trades Rejected (ASX) 12 4 

Total Trades Accepted (Chi-X) 27,136,357 23,179,261 

Total Trades Rejected (Chi-X) 0 0 

Total Settlements (SSX) 3 9 

Total Value of Settlements (SSX) $0 $0 

Total Settlements (NSX) 649 573 

Total Value of Settlements (NSX) $1,539,537 $2,041,890 

Daily Average Traded Value (On and Off Market) $6.8 billion $6.2 billion 

Daily Average Cleared Value $4.92 billion $4.45 billion 

Percentage Novated 72% 71.8% 

Daily Average Cleared Value Post-Netting $1.92 billion $1.74 billion 

Netting Efficiency 61% 60.8% 

Daily Average Settled Value (Including Non-Novated) $9.9 billion $9.2 billion 

Settlement Efficiency 99.89% 99.83% 
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ATTACHMENT B – PERFORMANCE OF ASX’S CLEARING AND SETTLEMENT SERVICES FROM JUNE 2011 TO JUNE 2017 
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 3A 

Topic CHESS Replacement - Business Requirements Working Groups 

Date of the Meeting 3 August 2017 

Purpose of this paper Members will be provided with an update on Working Group 2: Corporate Actions 
- process and update 

Action required To note the agenda paper 

EXECUTIVE SUMMARY 

The working group sessions on gathering inputs to business requirements from external stakeholders continue to 
track to plan, targeting completion of Corporate Actions by end July 2017.  These sessions provide ASX with 
valuable input on what additional, or different services, users of CHESS would like ASX to provide.  Engagement 
levels remain strong with the working group sessions running at full capacity. To date, 8 high level business 
requirements have been documented on Corporate Actions but this number is expected to grow on the conclusion 
of the working group and closing out any ‘parked’ items.  

To maximise the quality and level of information to be provided as inputs into developing business requirements, 
the Corporate Actions working group adopted a different practice of breaking out into sub groups, depending on 
the participant’s area of expertise.  This allowed for each cohort to have a targeted discussion on the current 
problems at the various stages along the lifecycle of a corporate action event.  This increased the level of 
knowledge sharing and dialogue on the problem statements, which in turn improved the quality of information to 
develop high level business requirements to address the problems identified.   

Key challenges of the working group sessions continue to be avoiding falling into the trap of solution design, which 
will come at a later date, and balancing the right level of detail to tease out the problem statements and high level 
business requirements.  To date, the feedback from participants has been encouraging in terms of getting into the 
right level to tease out quality problem statements and inputs to the business requirements.   

It is worth highlighting again that the business requirements input does not include any reference to the prioritisation 
of the business requirements.  It is therefore fair to say that, based on the discussions to date, not all opportunities 
may be confined to CHESS replacement.  Instead some opportunities could be addressed as part of BAU activity 
e.g. enhancing existing processes in the acceptance of an off-market takeover offer.  Alternatively, some of the 
opportunities identified could fall under the scope of Corporate Actions STP Phase 2 project (see agenda item 3.b). 

Key Themes 

Key themes emerging on the problem statements include too many bespoke processes that need to be 
standardised, inconsistencies with global market conventions leading to interoperability challenges with the 
deployment and maintenance for global systems, and a lack of a standardised electronic method to pay any 
considerations due.  

Key themes emerging on the inputs to the business requirements include the reduction of paper based forms, 
expanded coverage of event types e.g. proxy voting, enhanced event management including notifying elections 
electronically, and  expanded corporate action processes e.g. electronic process for the distribution of payments 
by issuers and holders.     

A summary of the problem statements mapped to the business requirements has been provided overleaf and the 
detailed business requirements in Attachment A.  

Next Steps 

It was agreed with the working group participants’ further work was required to fully explore the challenges on Cum 
Entitlement Balances (CEB) which includes investigating moving the CEB balances independent from the “head” 
securities.  This will likely require several bilateral meetings.  Similarly, the follow-ups identified on the need for 
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deferred settlement trading of new securities will be revisited in the Settlement Enhancement workshops 
commencing in September.   

Corporate Actions was always likely to be the most involved of the 6 working groups, with significant scope for cost 
and efficiency savings for the industry if we are to successfully address the duplicative and inefficient processes 
embedded in current practices.  As such, 5 working group sessions have been devoted to the topic, and is likely 
to be more than any other working group.  A further session may also be required to close out the discussions on 
CEB.  This could push out the end date of completing gathering the inputs to business requirements by up to two 
weeks.   

The next working group after Corporate Actions is Transfer, Conversions & Data Migrations, scheduled to 
commence to 9 August 2017.   

Bilateral meetings continue to be made available to all participants on request.  
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Summary of Problem Statements and Business Requirements 

Corporate Action Framework – Problem Statements and Business Requirements
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ATTACHMENTS 

Attachment A – DRAFT Business Requirements Input   

Attachment B – Cum Entitlement Pre-reading Material 

Attachment C - User Engagement Plan 2017 
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Attachment A – DRAFT Business Requirements Input 

Req 
# 

Description Impacted 
stakeholders 

4 Name 
Standardised notification of corporate action events 
 
Requirement 
A timely, complete, consistent and accurate electronic announcement of all events in 
all Australian listing markets, in a standardised form and inclusive of any updates. 
This should be captured and consolidated in an accessible golden source of truth. 
 
Rationale 
• Consistent format for the announcement of corporate action event information 
• All information required by industry stakeholders to be available in the notification  
• Event information to be available as soon as practicable including timely delivery 

of any incremental updates   
• Accessibility to a single and reliable source of truth and reduce the need to 

interrogate information from other sources 
• Reduce or remove paper based and fragmented processes 
• Standard way of defining eligibility for beneficial ownership 
 
Pre-conditions 
• Consultation and agreement with regulators, issuers and other industry 

stakeholders 
• Change relevant rules and regulations to accommodate desired system and 

process enhancements, inclusive of mandatory information, revised timetables 
and event standardisation 

• Consistent administration of the events as announced to the market 

Custodians 

Holders/Investors 

Trading, Clearing 
and Settlement 
Participants 

Issuers 

Share Registries 

Regulators 

 
 

Req 
# 

Description Impacted 
stakeholders 

5 Name 
Standardised electronic elections and acceptance process for relevant corporate 
action events 
 
Requirement 
A timely, complete, consistent and accurate electronic elections and acceptances  
process (include confirmation of receipt and allocation) by entitled holders for all 
relevant events in all Australian listing markets, in a standardised form inclusive of 
any election and acceptance changes.  
 
Rationale 
• Optimise submission of instructions to the issuer's registry (e.g. DRP, proxy, 

instructions related to elections and payments etc.) 
• Minimise operational risk by providing real time electronic acknowledgement of 

receipt of election 
• Offer support for multiple elections per holding which may be submitted over time, 

with cumulative tracking 
• Ability to store standing instructions at various holding levels 
• Consistent format for electronic elections of corporate action events 
• All information required by issuer/registry to be available in the electronic 

elections 
• Reduce or remove paper based and fragmented manual processes 
• Ensure entitlement is not associated to a physical holding at the cut-off date 
• Ability to send acceptance and payment separately  
• Ability to freely transfer and trade ex-offer securities for proportional takeover bids 

Trading, Clearing 
and Settlement 
Participants 

Holders/Investors 

Custodians  

Issuers  

Share Registries 

Regulators 

ASX 

Australian listing 
markets 
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Req 
# 

Description Impacted 
stakeholders 

 
Pre-conditions 
• Consultation and agreement with regulators, issuers, registries and other industry 

stakeholders 
• Change relevant rules and regulations to accommodate desired system and 

process enhancements, inclusive of mandatory information, revised timetables 
and event standardisation 

• Ability of issuers and registries to support the introduction of new processes for 
elections and acceptances 

 

Req 
# 

Description Impacted 
stakeholders 

6 Name 
Consistent cut-off date and time 
 
Requirement 
Consistent cut-off date and time (post record date) for each elective corporate action 
type (e.g. DRP) 
 
Rationale 
• Consistent timeframe (cut-off date and election periods) for the receipt and 

processing of all elections types 
• Eliminate the need to transfer shares into multiple holdings to accommodate 

different client choices in an omnibus structure (account structure requirement) 
 
Pre-conditions 
• Consultation and agreement with regulators, issuers, registries and other industry 

stakeholders 
• Change relevant rules and regulations to accommodate desired system and 

process enhancements, inclusive of mandatory information, revised timetables 
and event standardisation 

• Ability of issuers and registries to support the introduction of consistent election 
period 

Trading, Clearing 
and Settlement 
Participants 

Holders/Investors 

Custodians  

Issuers  

Share Registries 

Regulators 

ASX 

Australian listing 
markets 
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 Req 
# 

Description Impacted 
stakeholders 

7 Name 
Electronic process for submission of payments by holders 
 
Requirement 
A real time electronic multi-currency aware payment process (including 
acknowledgement and confirmation of payment) available to entitled holders as part 
of an acceptance process  
 
Rationale 
• Improve and standardise the process for electronic inbound payment to the issuer 

associated with an acceptance and/or application 
• Allow for RTGS payment and NPP capability on payment date 
• Allow for multi-currency payment routing capability 
• Allow for consistent electronic confirmation of security and cash payments 
• Ability to send acceptance and payment separately  
 
Pre-conditions 
• Consultation and agreement with regulators, issuers, registries and other industry 

stakeholders 
• Change relevant rules and regulations to accommodate desired system and 

process enhancements, inclusive of mandatory information, revised timetables 
and event standardisation 

• Ability of issuers and registries to support the introduction of new processes for 
payments 

Trading, Clearing 
and Settlement 
Participants 

Holders/Investors 

Custodians  

Issuers  

Share Registries 

Regulators 

ASX 

Australian listing 
markets 

Payment facilities 

 

Req 
# 

Description Impacted 
stakeholders 

8 Name 
Electronic process for distribution of payments by issuers 
 
Requirement 
A real time electronic multi-currency aware payment process (including 
acknowledgement and confirmation of payment) from issuers to entitled holders 
 
Rationale 
• Allow for standard or one off settlement instructions to instruct the issuer 
• Allow for RTGS and NPP payment capability on payment date 
• Allow for multi-currency payment routing capability 
• Allow for consistent electronic confirmation of security and cash payments from 

issuers to entitled holders 
 
Pre-conditions 
• Consultation and agreement with regulators, issuers and other industry 

stakeholders 
• Change relevant rules and regulations to accommodate desired system and 

process enhancements, inclusive of mandatory information, revised timetables 
and event standardisation 

• Ability of issuers and registries to support the introduction of new processes for 
distribution of securities 

Trading, Clearing 
and Settlement 
Participants 

Holders/Investors 

Custodians  

Issuers  

Share Registries 

Regulators 

ASX 

Australian listing 
markets 

Payment facilities 
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Req 
# 

Description Impacted 
stakeholders 

9 Name 
Electronic process for distribution of securities 
 
Requirement 
A timely, complete, consistent and accurate electronic notification process of the 
distribution of securities (include confirmation of entitled allocation and completed 
allocation made) by issuers/share registries for all relevant events in all Australian 
listing markets, in a standardised form inclusive of any changes.  
 
Rationale 
• Allow for consistent electronic confirmation of allocation of securities 
• Minimise operational risk by providing real time electronic acknowledgement of 

receipt of distribution 
 
Pre-conditions 
• Consultation and agreement with regulators, issuers and other industry 

stakeholders 
• Change relevant rules and regulations to accommodate desired system and 

process enhancements, inclusive of mandatory information, revised timetables 
and event standardisation 

• Ability of issuers and registries to support the introduction of new processes for 
distribution of securities 

Trading, Clearing 
and Settlement 
Participants 

Holders/Investors 

Custodians  

Issuers  

Share Registries 

Regulators 

ASX 

Australian listing 
markets 

 

 

Req 
# 

Description Impacted 
stakeholders 

10 Name 
Transparency on the progress, changes or amendments to a corporate action 
 
Requirement 
Provide timely, transparent information (where possible) on the progress, changes or 
amendments of a corporate action 
 
Rationale 
• Inconsistent updates by issuers or listing markets on the progress; success of a 

corporate action; introduction of claw back;  changes to the event timetable (e.g. 
early close, extension, delay to or cancellation of an event) 

• Greater level of information to keep investors and their agents informed 
• Minimise impact to other activities as a result of the absence of up-to-date 

information 
 
Pre-conditions 
• Consultation and agreement with regulators, issuers and other industry 

stakeholders 
• Change relevant rules and regulations to accommodate desired system and 

process enhancements, inclusive of mandatory information, revised timetables 
and event standardisation 

Trading, Clearing 
and Settlement 
Participants 

Holders/Investors 

Custodians  

Issuers  

Share Registries 

Regulators 

ASX 

Australian listing 
markets 

 

 

Req 
# 

Description Impacted 
stakeholders 

11 Name 
Enhance existing process in the acceptance of a takeover offer 
Requirement 

Trading, Clearing 
and Settlement 
Participants 

Holders/Investors 
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Req 
# 

Description Impacted 
stakeholders 

Enhance the existing process in the acceptance of an off-market takeover offer to 
encourage sponsoring brokers to respond, in a timely fashion, to any offeror takeover 
acceptance message 
 
Rationale 
• Reduce the risk of an entitled holder missing the takeover offer  
• Ensure consistent response from participants (e.g. brokers) to the offeror 

takeover acceptance (MT711) from share registries 
 
Pre-conditions 
• Consultation and agreement with regulators, issuers and other industry 

stakeholders 
• Change relevant rules and regulations to accommodate desired system and 

process enhancements, inclusive of mandatory information, revised timetables 
and event standardisation 

Custodians  

Issuers  

Share Registries 

Regulators 

ASX 

Australian listing 
markets 
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PURPOSE OF THIS PAPER  
In response to earlier workshop discussions, some industry participants expressed concern that if CHESS 
stopped generating Cum Entitlement Balances (CEB) there would be a rise in the number of manual claims 
between clearing participants to transfer corporate action entitlements to buyers who had purchased the 
securities prior to the “Ex” date but had not been registered with the securities prior to the record date. 
 
Others are concerned that the current practice is confusing for international investors and instead Australia 
should follow the international conventions which would increase operability of deploying global systems in 
the Australian market.   
 
It was therefore agreed to park the topic of CEB processing until a later workshop to allow for a more in-depth 
discussion.  
 
To address these concerns, and others, this paper therefore seeks to set out how CEB processing works today, 
why it is important, how the practice has evolved over time, its benefits, the impact of an aligned corporate 
action ex-period and settlement regime and how it compares with international conventions for managing CEB. 
 

BACKGROUND 
Cum and Ex 

The terms “Cum” and “Ex” are Latin prepositions meaning with and without. Both terms are used in the 
securities industry to describe whether a security is sold or purchased with or without an attaching benefit or 
entitlement. Transactions executed before an ex-date are deemed to be conducted on a “Cum” basis, and 
transactions executed on or after an ex-date are deemed to be a conducted on an Ex” basis. 
 
The concept of CHESS CEB processing was introduced to the Australian Cash Equities market when CHESS was 
implemented in 1995. Its fundamental purpose was to electronically identify entitled holders on the CHESS sub-
register to a corporate action and accommodate concurrent registration of cum and ex transactions during the 
ex-period for a corporate action event.   
 
The need for concurrent registration was necessary to support transactions executed on an ex-basis which fell 
due for settlement on or before the record date as a consequence of the misalignment of the ex-period and 
settlement regime at the time.    
  When the T+5 settlement cycle was reduced to T+3 in 1999, the ex-period was also reduced from 7-business 
days to 5-business days. 
 In 2014, the ex-period was reduced from 5-business days to 3-business days to align with the existing T+3 
settlement cycle. Then in 2016 both the ex-period and settlement regime were further reduced by 1-business 
day to form the aligned T+2 settlement regime and 2-business day ex-period in practice today.  
 
In today’s environment where the settlement regime and ex-period are aligned, the CEB processing is still 
required to reduce the number of claims between participants, protect the end investor who has purchased 
the securities and allow off-market transactions to move parent holdings with or without the associated 
entitlement. 
 
What needs to be considered is if there are any enhancements to this process that can further improve the CEB 
process for all relevant stakeholders. 
 

HOW CHESS CUM ENTITLEMENT BALANCES WORK 
At CHESS start of day on the ex-date of a corporate action the CHESS system generates a CEB for each CHESS 
Holder in the object security which is equal to the registered holding balance at end of day on the business day 
prior.  
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Therefore, a CHESS Holder that owns 1,000 fully paid ordinary shares in BHP immediately prior to the ex-date 
will be attributed with a BHP CEB of 1,000 units. During the course of the ex-period CHESS will only apply “cum” 
designated transactions against the CEB. For example, using the same instance with a CEB of 1,000 units, a sale 
of 250 BHP conducted on a cum-basis will result in the CEB being reduced by 250 units to 750 CEB units, or in 
the case of a cum-purchase for 300 BHP the CEB will be increased by 300 units to a CEB of 1,300 units.  
 
CHESS CEB processing is applicable to the following events:  

 Dividend/Distribution 

 Interest payment 

 Bonus issue 

 Entitlement offer (renounceable and non-renounceable) 

 Off-market buy back offer 

 Return of capital (cash) 

 Return of capital (securities) 

 
Basis of Movement 
All transactions during the “ex” period must be designated as either “cum” or “ex”. CHESS automatically 
processes transaction types on a default basis and in most circumstances to “cum” if the trade date within the 
message is prior to the ex-date, and default to “ex” if the trade date is on or after the ex-date.   
 
Other types of transactions will default to “cum” throughout the ex-period. This default process deals with the 
‘Basis of Movement’ (BOM) field within CHESS messages and is known as CHESS BOM default processing. 
 
The table below shows the default BOM applied by CHESS in the absence of a Participant initiated override, 
during the ex-period. Where a Settlement Participant wishes to override the CHESS BOM default on an 
applicable message type (see appendix B for a full list of message types), then the BOM designated by the 
override BOM is applied to the transaction and not the default BOM listed in the table. Therefore, it is not 
necessary for a Participant to include an override BOM unless the action required is contrary to the BOM default 
within CHESS. Note that the override BOM can be only applied to off-market transactions. 
 
Default Basis of Movement Table 

Transaction type Default BOM 

Value settlement instruction. Trade Date or Trade As At Date is prior to Ex Date Cum 

Trade Date or Trade As At Date is on or after Ex Date Ex 

Net Obligations Settlement Date is during the Ex Period Cum 

Settlement Date is after the Ex period1 Ex 

Any other settlement instruction (where no trade date is supplied) Cum 

Demand transactions (transfers and conversions) Cum 

Holding Adjustments Cum 

Securities Transformations Ex 

 

                                                      
1 The record date is the last day of the ex-period (Day 2).  
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THE EVOLUTION OF CUM ENTITLEMENT BALANCES 
Prior to 2014, under a T+3 settlement regime, the ex-period covered the 5-business days before and inclusive 
of the record date.  This construct effectively allowed trades conducted on the last cum trading day to settle 
prior to the record date plus afforded two extra ‘buffer’ days, the fourth and fifth days in the ex-period, to 
manage any failed trades to settle prior to the record date. 
 
Diagram 1 
 

 
 
The above diagram illustrates the T+5 construct with the record date falling on a Friday. Therefore in this 
scenario, the ex-date would be the Monday, being the 5th business day prior to and inclusive of the record date. 
Securities traded prior to Monday, the ex-date, are traded on a “cum” benefit/entitlement basis and settle prior 
to record date.  
 
However, transactions traded on the first two days of the ex-period will settle prior to or before record date, 
and it is because of this situation that CHESS CEB balances were introduced. That is, if an Issuer were to 
otherwise rely on registered holding balances only those investors who sold securities on an ex-basis without 
the benefit/entitlement attached would not be recorded on the Issuer register as at the close of business on 
record date.  
 
The advent of CEB balances address this problem as an Issuer determines record date entitlements based on 
the CEB balance and not a Holder’s registered holding balance. 
  
On-Market transactions conducted on the third and following days of the ex-period settle post record date and 
as a consequence do not pose the same problem. 

 
Prior to 2014, CEB balances were therefore required for on-market transactions executed on the first and 
second day of the ex-period. 
 
However, since the alignment of the ex-period and settlement regime  in 2014 on a T+3 settlement basis; and 
the subsequent transition to T+2 settlement, the ex-period has been reduced from five to three, then two 
business days, inclusive of the ex-date and the record date.   
 
The two buffer days to manage any failed trades prior to record date was removed in 2014 to align the ex-
period to the current settlement regime.   
 
Diagram 2 below illustrates the current ex-period since the introduction of a T+2 settlement regime.  In this 
example the record date falls on a Tuesday.  Therefore, since the ex-period has been reduced to 2-business 
days, the ex-date is the business day prior, i.e. Monday. 
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Diagram 2 
 

 
 
Under the current 2-business day ex-period and settlement regime the above example demonstrates the ex-
date falling on a Monday, being 1-business day before record date.  
 
Securities traded prior to the ex-date are conducted on a “cum” benefit/entitlement basis and settle prior to or 
on the record date as with past constructs but the situation of on-market ex-trades settling before or on the 
record date no longer presents itself.  
 

INTERNATIONAL COMPARISON 
As per the table below, there is an international trend for exchanges that are on a T+2 settlement cycle to set 
their “Ex-Date” one business day prior to the “Record Date”. 
 

Exchange “Ex-Date” Settlement 

ASX Limited One business day prior to the Record Date T+2 

NZ Stock Exchange One business day prior to the Record Date T+2 

NASDAQ Stock Exchange (Current) Two business days prior to the Record Date T+3 

NASDAQ Stock Exchange (Sept-17) One business day prior to the Record Date T+2 

US Securities and Exchange Commission (Current) Two business days prior to the Record Date T+3 

US Securities and Exchange Commission (Sept-17) One business day prior to the Record Date T+2 

London Stock Exchange One business day prior to the Record Date T+2 

Singapore Stock Exchange Two business days prior to the Record Date T+3 

Hong Kong Exchange One business day prior to the Record Date T+2 

 

OFF-MARKET TRANSACTIONS 
Currently the CHESS settlement batch processes 4:1 off-market transactions to novated transactions.  
 
An off-market transaction is settled between two parties on mutually agreed terms and as such the clearing 
house is not a counterparty. These off-market transactions can be broken up into three broad categories: 
 

1. Delivery vs. Payment between Custodians and participants; 
2. Transfers from one custodian to another; and 
3. Securities Lending transactions 
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Due to the nature of off-market transactions the basis of an off-market transaction in terms of an impending 
benefit or entitlement may not always align with CHESS BOM processing. 
 
While the benefit or entitlement is associated to the “Head” securities the only way that you can transfer an 
entitlement from one party to another is to move the “Head” securities as well. 
 
Some customers have advised that for those participants that participate in stock borrowing and lending, 
having the benefit or entitlement associated to the “Head” securities creates the following potential issues and 
risks: 
 

 Where a participant has borrowed stock from a lender, in order to transfer the benefit or entitlement 
back to the original owner of the securities, the participant would have to transfer the “Head” 
securities back to the owner on a “cum” entitlement basis and then request them to be returned on 
an “Ex” entitlement basis; and 

 

 Normally both these transactions would not be facilitated through CHESS batch on the same day, 
therefore one of the legs would be done outside the CHESS batch process or deferred until the CHESS 
batch the next day. This would create potential funding and settlement risks for both counterparties. 

 
Several customers have suggested that being able to move the CEB balances independent of the “Head” 
securities would add efficiencies to the process and remove potential risks. 
 

QUESTIONS 
 

1. Would customers see a benefit in having the ability to move the CEB balance independent from the 
“Head” securities? 

 
2. Would customers see this as a risk reduction technique? Especially in passing benefits and entitlements 

for securities borrowing and lending back to the original owner. 
 

3. Would customers see a benefit in having all outstanding CEB balances passing from the sellers to the 
buyers on Record Date, after (or as the latest component) of the CHESS batch process? 
 

4. Do customers believe that this would reduce the requirement for having to pass franking credit 
certificates or the cash compensation from one participant to another? 
 

5. Do customers believe that this would reduce the need for manual claims between participants? 
 

6. Do customers have any other suggestions for improving the CEB process? 
 
 
 
 
 
 
Disclaimer 

This document provides general information only.  ASX Limited (ABN 98 008 624 691) and its related bodies corporate (“ASX”) makes no 
representation or warranty with respect to the accuracy, reliability or completeness of the information. To the extent permitted by law, 
ASX and its employees, officers and contractors shall not be liable for any loss or damage arising in any way (including by way of 
negligence) from or in connection with any information provided or omitted, or from anyone acting or refraining to act in reliance on this 
information.  
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Appendix A - Unattributed Comments from the Consultation Process 
 

Comments 

 Request for real time gross reporting of sub-register transactions to registries 

 Manage peaks in CEB reporting 

 Eliminate inefficiencies and workarounds (e.g. splitting holdings into multiple HINs to ad management 
of entitlements) 

 Any reduction in settlement risk and unnecessary transfers of ownership is beneficial during corporate 
action entitlements that coincide with settlement preparation. 

The CHESS entitlement sub-balances for corporate actions is unique to the Australian market and is 
generally difficult concept to explain to clients and international counterparties. 
 
Propose entitlement sub-balances be abolished and replaced with a security representing the entitlement. 
This approach would provide the following benefits:  
 

 Improved portfolio pricing due to the physical separation of entitlement and underlying on CHESS.  

 Entitlement-only security transfers for stock lending and other margining products thus reducing the 

chance of settlement failures.  

 Reduced fail values due to the ability to settle the underlying independently which generally is of the 

greatest value.  

 Ability to view and elect on entitlement balances held at the share registry even if the underlying is no 

longer held.  

 Improved market liquidity when purchasing the underlying security. A separate market would still be 

required to purchase the entitlement.  
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Appendix B - Override basis of movement 

 
The message types where a Settlement Participant has the ability to override the CHESS BOM default are:  

Message Type 

001-02 Demand Single Entry CHESS to CHESS Transfer Request 

003-02 Transferor Submitted Demand Transfer 

005-03 Demand Dual Entry CHESS to CHESS Transfer Request 

007-03 Demand CHESS to Issuer Sponsored Transfer Request 

009-03 Demand CHESS to Certificated Transfer Request 

011-02 CHESS to Issuer Sponsored Conversion Request 

012-03 Unmatched Demand Dual Entry CHESS to CHESS Transfer 

013-02 CHESS to Certificated Conversion Request 

015-03 Issuer Sponsored to CHESS Transfer Request 

017-03 Issuer Sponsored to CHESS Conversion Request 

019-02 Certificated to CHESS Conversion Request 

021-02 Certificated to CHESS Transfer Request 

056-03 Full Certificated to CHESS Transfer 

058-03 Full Certificated to CHESS Conversion 

060-03 Full Issuer Sponsored to CHESS Transfer 

062-03 Full Issuer Sponsored to CHESS Conversion 

101-02 Dual Entry Settlement Notification 

102-02 Unmatched Dual Entry Settlement Notification 

105-02 Single Entry Settlement CHESS to CHESS Transfer Request 

107-01 Scheduled Settlement CHESS to CHESS Transfer Request 

121-02 Change Settlement Instruction Request 

130-02 Requested Settlement Instruction Change 

142-02 Accrued Settlement Instruction 

164-03 Notified Trade 

180-02 Full Settlement Instruction 

271-01 Loan Application 

276-02 Accrued Loan 

278-01 Scheduled Loan Instruction 

280-01 Bulk Loan Application 

286-01 Full Loan Instruction 

402-02 Certificated to CHESS Conversion Authorisation Request 

404-03 Issuer Sponsored to CHESS Conversion Authorisation Request 

406-02 Certificated to CHESS Transfer Authorisation Request 

408-03 Issuer Sponsored to CHESS Transfer Authorisation Request 

425-01 Holding Adjustment 

431-01 Takeover Transfer 

480-01 Requested RTGS Instruction Change 

481-01 RTGS Dual Entry Notification 

482-01 Unmatched RTGS Dual Entry Notification 

489-01 Change RTGS Instruction Request 

576-01 CCMS Collateral Transfer Notification 
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 3B 

Topic Corporate Actions STP Project – Phase 2 

Date of the Meeting 3 August 2017 

Purpose of this paper To provide the Committee with an update on Phase 2 of the Corporate Actions  STP 
Project 

Action required To note the agenda paper 

INTRODUCTION 

The first phase of the Corporate Actions STP initiative went live on 22 September 2014 with delivery of four corporate 
action events: dividends, interest payments, reorganisations and cash capital returns. These orporate action events 
account for around two-thirds of corporate action volumes announced by issuers and processed by ASX.   The initiative 
introduced a new straight through process for the issuer announcement of a corporate action via a smart online form, 
through to the automated capture of the event information in ASX’s central corporate action database and delivery of a 
new ISO 20022 near real time notification service.   

During the first half of 2015 ASX worked on subsequent enhancements to the service at the request of issuers and 
custodians, culminating in the mandatory requirement for issuers to use the new online forms from 29 June 2015. Now 
97% of corporate action announcements by issuers in the categories covered by Phase 1 are made via the online forms, 
with the resulting benefits to intermediaries, issuers, investors and ASX with standardised and detailed information 
available in a timely manner. The remaining 3% of the corporate actions are considered exceptions to standardised 
processing (such as non-standard timetables, bulk event capture for ETFs) - announced via PDF and manually 
processed. These exceptional events are still captured in outgoing ASX ReferencePoint® products where possible.  

It has been ASX’s intention to progress subsequent phases of this initiative to allow for coverage of all remaining 
corporate actions currently supported by ASX.  This has been balanced with the need to understand what the 
requirements are for the replacement of CHESS and the inter-relationship between this and the corporate actions 
initiative. 

This paper provides an update on the rationale for completing the next phase of the project, the intended scope, the 
project’s possible co-existence with the CHESS Replacement project, and an indicative timeline for delivery. 

Objectives and rationale for Phase 2 

The delivery of a straight through processing capability for issuer corporate action notifications aims to: 

 Minimise the risks of interpretation, accuracy and timing associated with the data capture and processing of events; 

 Improve the announcement service for issuers, reduce costs and improve efficiencies across the industry; and 

 Deliver a standardised announcement and message data and format for structured event notifications.  

The CHESS Replacement program, via industry working groups, has been gathering problem statements and high level 
business requirements across the entire lifecycle of a corporate action event. This includes the following draft business 
requirement “Standardised notification of corporate action events”. The requirement is for a timely, complete, consistent 
and accurate electronic announcement of all events, in a standardised form and inclusive of any updates. The high-level 
requirement also stated that this information should be captured and consolidated in an accessible golden source of truth.  
The rationale defined by the working group for this business requirement includes: 

 Consistent format for the announcement of corporate action event information 

 All information required by industry stakeholders to be available in the notification  

 Event information to be available as soon as practicable including timely delivery of any incremental updates   

 Accessibility to a single and reliable source of truth and reduce the need to interrogate information from other sources 
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 Reduce or remove paper based and fragmented processes 

 Standard way of defining eligibility for beneficial ownership 

The expressed requirement to cover “all events” supports the approach to deliver STP for all events, and therefore 
achieve 100% coverage of notifications, with the resulting benefits to the market. ASX’s direct customers have also 
requested 100% coverage in bilateral meetings.  

Additionally, the ISO 20022 corporate action notification services ties in with ASX’s plans to introduce ISO 20022 
messaging standards with the replacement of CHESS. A number of other business requirements raised by the CHESS 
Replacement corporate action working group call for more standardised processing around elections, acceptances, and 
distributions.  ISO 20022 standard business process models and their application in market practices facilitate the 
electronic processing of a corporate action through its lifecycle from notification to completion.  

 Finally, the capability for a structured and standardised process for the capture and dissemination of issuer information 
allows for other use cases outside of corporate actions, and these may be the subject of future enhancements to be 
delivered by ASX.  

Scope of Phase 2 

At the 4 March 2015 Business Committee meeting, committee members agreed with ASX’s recommendation to pursue 
the delivery of Phase 2 of Corporate Actions STP encompassing the end to end STP solution for five further corporate 
actions (Non-Renounceable, Renounceable, Bonus, Share Purchase Plan, Priority issues) representing an additional 21% 
of corporate action volume processed by ASX.  

It was also agreed that ASX should consider further amendments to phase 1, in regards to both the dividend corporate 
action online form and the ISO 20022 output; the latter could be extended with regard to tax information.   

ASX has since reconsidered the proposed scope for Phase 2 and expanded it to include the following in-scope items: 

 Delivery of a straight through process for the announcement and capture of capital placement applications and 
quotation for ASX issuers (that is, new online form for the current Appendix 3B to the ASX Listing Rules); 

 Delivery of a straight through notification process for the remaining corporate action events currently supported by 
ASX, including: calls, buy backs, name change, option and convertible note expiry/conversion, takeovers, and 
schemes in addition to non-renounceable and renounceable (rights) issues (including accelerated), bonus issues 
(incl. in-specie), share purchase plans, and priority issues. These events, in combination with existing STP coverage, 
will represent 100% of corporate action coverage by ASX ReferencePoint®; and/or any associated support by 
CHESS; 

 The straight through notification process includes (where applicable) an online form for issuers and release of an 
equivalent PDF announcement, automated data capture and delivery of an ISO 20022 notification; 

 The STP service will be extended to issuers of other product classes where possible – such as ETFs, mFund; 

 Delivery of improvements to the Phase 1 events, for example including additional validation on some fields, 
additional taxation information; 

 Delivery of enhancements to the PDF announcement document automatically created form the online forms; and  

 Associated stakeholder and regulatory engagement and regulatory and listing rule changes. 

On the 26th July the CHESS Replacement corporate action working group discussed the scope of future corporate action 
event support.  ASX is analysing the discussion and outputs from this meeting and may re-validate the scope and timing 
for Phase 2 vs. the outcomes of the meeting. 

It is important to highlight the scope does not include other enhancements for Corporate Actions processing currently 
being considered by ASX and the working groups for CHESS Replacement (for example facilitation of elections), or any 
changes to the existing CHESS support of corporate actions prior to the replacement of CHESS.  

Committee members may recall that ASX discussed at the 4 March 2015 Business Committee meeting the potential 
options for Phase 2 of the project.  The preference of the Committee members was to continue with providing the end to 
end STP notification for all events, in favour of providing an STP solution for the feedback loop for Phase 1 corporate 
actions (issuer to investor and back in the form of elections for example).  The second option was considered a likely 
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opportunity for CHESS Replacement, and the business requirements drafted by the working group have supported the 
desire for such functionality as part of the CHESS Replacement project.  

Dependencies and possible co-existence with the CHESS Replacement project 

ASX has determined that the Corporate Actions STP Phase 2 and CHESS Replacement projects could be run in parallel 
delivery, with some opportunities for shared management and resourcing. There are dependencies between the two 
projects however these appear manageable – although the impact of running concurrent projects will continue to be 
assessed in consultation with customers and their own workload. 

It is expected that the Corporate Actions STP project will have a significant element of stakeholder engagement, and it is 
likely that ASX will reconstitute the corporate actions working group established for CHESS Replacement, to carry on the 
work of Corporate Actions STP. ASX will likely invite additional stakeholders to join the group such as vendors, and 
SWIFT from a standards consultation perspective.  The detailed engagement may commence in early 2018, post the 
completion of CHESS Replacement working groups. 

Regulatory considerations 

The online form requirements are currently set out in the ASX Listing Rules. This means that changes to those forms 
require regulatory approval. ASX’s intention is to seek regulatory approval for the removal of the online form requirements 
from the ASX Listing Rules, and instead the forms will be published on the ASX website. The benefit is that future 
changes in response to customer feedback could be accommodated in a more iterative fashion, where possible.  Other 
parts of the scope of Phase 2 may also require regulatory approval.  

Indicative timeline 

While the Business Committee has previously indicated a preference for a single release for Phase 2, the scope of this 
Phase has been expanded and it is likely that ASX will consider phased units of work and release. 

Key streams of work for the project will include stakeholder engagement, business requirement definition, business and 
solution design, legal/regulatory, development, testing, and implementation. 

It is estimated that the duration of the project would be 18 to 24 months in duration.  ASX expect to commence the 
detailed stakeholder engagement for the project in early 2018.  

Next steps 

ASX will continue to keep Committee members informed on the scheduling of this work and more detailed project 
timeline. 
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 3C 

Topic Stakeholder input to upcoming CHESS replacement milestones 

Date of the Meeting 3 August 2017 

Purpose of this paper Members will be provided with an overview of the process and timeline for the 
incorporation of user input on the technology and business requirements for the 
system to replace CHESS. 

Action required To note the agenda paper. 

Executive Summary 

This paper sets out the process and timing for incorporating customer and other stakeholder input in to ASX’s assessment 
in relation to the design of a new post-trade system. 

Over the next eight months, ASX will determine:   

1. Whether to proceed with distributed ledger technology (DLT).  At this stage, ASX expects to have undertaken the 
relevant functional and non-functional assessments and have sufficient information to make this determination by 
December 2017. 

2. The ‘Day 1’ functional scope to be delivered with the first version of the new post-trade system.  Assuming ASX 
proceeds with the DLT solution, ASX expects to announce the ‘Day 1’ functional scope of the new system and an 
indicative timetable for delivery by late March 2018 to allow participants and other CHESS users to commence their 
planning and resource budgeting.  The timing of the announcement of the ‘Day 1’ functional scope is dependent on 
the timing of the conclusion of industry consultation processes.  ASX will require approximately three months after 
the conclusion of consultation to determine and communicate the scope of the project.   

The Business Committee’s October and November meetings will provide the Business Committee with the opportunity to 
provide its input in to ASX’s internal governance processes in the lead up to these important determinations.  The 
feedback obtained from users through ASX’s other consultation processes, including the CHESS replacement industry 
working groups, will also be an important input in to these processes. 

October Business Committee Meeting – ASX’s Technology Assessment 

At the October meeting, ASX will provide an outline of the evaluation criteria against which it is making a technology 
assessment of DLT for the replacement of CHESS.  ASX will also provide a summary of the key findings from its 
technology assessment. 

ASX’s technology assessment involves the review of a range of critical features, in particular:   

 Digital Asset Holdings’ ability to deliver a post-trade system using DLT that meets ASX’s requirements.   

 Architectural robustness, and software quality and flexibility with regard to the: 

 functional requirements, including core clearing and settlement functionality and other business requirements 
(industry and ASX).  

 non-functional requirements, including data security, privacy and confidentiality requirements necessary to 
meet the regulatory standards. 

ASX is also commissioning a third party assessment of key non-functional requirements of the proposed DLT 
system.  This assessment will focus on the cyber/data security attributes and that the cryptographic methods used will 
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achieve transaction integrity, authenticity, non-repudiation, robust controls around the protection of confidential 
information.   

Subject to the completion of the third party assessment, ASX will provide a high level summary of the results of the third 
party assessment for the October meeting.  If it is not available for the October meeting, the summary will be provided to 
the Business Committee for the November meeting. 

November Business Committee Meeting – Industry Business Requirements Input 

At the November meeting, Members will be asked to consider the CHESS replacement industry working groups’ (WGs) 
input on business requirements, including the WGs’ prioritisation of the respective business requirements.  User input on 
the business requirements will be an important consideration for ASX in determining the ‘Day 1’ scope of the first release 
of the system that replaces CHESS and the indicative timing for delivery.  This user input will also be important for ASX in 
developing a high level roadmap for subsequent system enhancements. 

ASX is also currently developing its own specific requirements for a new post-trade system to fulfil the licence obligations 
of the clearing and settlement facilities.  This includes requirements that are central to the safe and effective functioning of 
the clearing and settlement facilities.  For example: participant, issuers and investor details creation and maintenance; 
trade registration; pre-settlement activities; netting; corporate actions support; DvP settlement; fails handling; default 
management; and non-functional requirements. 

To facilitate discussion at the November meeting, the Business Committee will be provided with the following:   

1. A paper setting out the first five WGs’ business requirement inputs, including input on the prioritisation of the 
respective business requirements.  The sixth working group on non-functional requirements is not scheduled to 
conclude until after the November Business Committee meeting. 

2. A paper summarising ASX’s high level business requirements for: 

a. Clearing services 

b. Settlement services 

c. Other post trade services 

3. The reports and specification materials produced by the Technical Committee on ISO 20022 messaging  
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 3D 

Topic Minutes from 6 June 2017 ISO20022 Technical Committee meeting 

Date of the Meeting 3 August 2017 

Purpose of this paper To provide Business Committee members with a copy of the report and minutes from the 
recent meeting of the ISO 200222 Technical Committee. 

Action required To note the agenda paper. 

 

The ISO 20022 Technical Committee met on 6 June 2017. 

A copy of the Technical Committee’s report and meeting minutes are provided in Attachments A. 

 

ATTACHMENTS 

Attachment A – ISO 2022 Technical Committee Report and Minutes 6 June 2017 meeting. 
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ISO 20022 TECHNICAL COMMITTEE REPORT TO 
THE BUSINESS COMMITTEE 

 

ISO 20022 TECHNICAL COMMITTEE MEETING 6 JUNE 2017 

The Technical Committee met on 6 June 2017 in Melbourne with over half the members joining by webinar.  

MEETING AGENDA (NON STANDARD ITEMS) 

Business and Technical Matters for Consideration: 

 Review of member comments and feedback on the draft ISO 20022 equivalents of CHESS EIS 164,  101, 
134, 138, 102, 194, 166, 135, 116 messages and the Business Application Header; 

 Overview of a sample consolidated trade netting message (1 x EIS 138 message per multiple EIS 164 
messages); 

 Overview of sample rationalised netting generated message (combined EIS 134 and EIS 138); 

 Overview of cancellation/correction of settlement instructions and recommendation; 

 Overview of Transaction ids; 

 Further ISO 20022 usage guidelines available for member review (EIS 146, 156, 170, 542); and 

 A discussion regarding noted action items and next steps for the Committee. 

KEY ISSUES DISCUSSED 

 The Chair noted that of ten open action items, six had been actioned and were noted as closed, or for 
discussion at the meeting and subsequently closed.  Four action items remained open.  

 ASX noted a significant increase in the number of members accessing the draft usage guidelines 
published in the SWIFT MyStandards portal and over 60 comments received from members on those 
guidelines. The process for ASX’s review of member’s comments and subsequent response and 
publication was discussed.  The comments broadly fell into two categories – the first in relation to field 
by field mapping queries, and the second related to suggestions for business process change. ASX 
proposed that comments of a business process change nature would be provided as input to the ASX 
business requirements team, and to the working groups dealing with specific subject matters for 
discussion. 

 ASX presented a case study around the existing processes for cancellation and correction of settlement 
instructions, and the various options around these functions currently available in CHESS.  For a 
number of reasons including limited equivalent options in the ISO 20022 standard, and low usage, ASX 
proposed descoping some of the currently available options. The committee requested further analysis 
on current usage, with an action for ASX to come back to the committee with more information.  This 
was an example where CHESS has rich functionality around particular processes, with a number of 
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options available to participants to achieve similar outcomes, and there may be opportunities for 
simplification or ISO 20022 limitations to take some of these options forward.  

 The committee discussed the carry forward of the current transaction id model, and the introduction 
of a new unique transaction id on inbound and outbound messages, as allowed for in the standard.  A 
number of questions were raised by members and the modelling of transaction ids and traceability 
through events will continue to be discussed in subsequent meetings. 

 There was some discussion at the meeting in response to a broader question raised as to why ASX had 
not started the project, and in particular the mapping to ISO 20022 work with a clean slate.  The initial 
process adopted by ASX was to carry forward as is processes, and allow for subsequent changes as 
defined by the business requirements stream of work. ASX acknowledged there could be multiple 
approaches, and that ASX had considered the options carefully.  

AGREED ACTIONS  

Eight new action items were noted from the meeting, with a total of twelve open action items.  The action 
items are detailed in full in the Minutes from the meeting. 

Minutes from the meeting are attached. 

 

 

TECHNICAL COMMITTEE MEETING 18 JULY 2017 - SYDNEY 

MEETING AGENDA (NON-STANDARD ITEMS)  

Business and Technical Matters For Consideration: 

 Initial report candidates for descope; 

 Review of member feedback on the draft usage guidelines published on SWIFT MyStandards;  

 Date and Time considerations;  

 Cancel/Correct or Maintain of Settlement instructions; 

 Free of Delivery (FOD)/Miscellaneous payments; 

 Overview of Transaction ids; and 

 Overview of draft ISO 20022 equivalents for CHESS EIS transfers and further settlement messages.  

A report and minutes from the meeting will be provided at the next Business Committee meeting. 
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 4A 

Topic Minutes from 22 June 2017 meeting 

Date of the Meeting 3 August 2017 

Purpose of this paper To provide Business Committee members with a copy of the minutes and Business 
Committee report to the ASX Clear and ASX Settlement Boards from the 22 June 2017 
meeting. 

Action required To approve the minutes and report to the Boards from the 22 June 2017 meeting. 

 

Draft minutes and the draft report to the Boards of ASX Clear and ASX Settlement from the 22 June 2017 Business 
Committee meeting were emailed to all members of the Business Committee on 14 July 2017 for comments by 
21 July 2017.  The Secretariat did not receive any comments from members. 

The Business Committee report and minutes will be formally presented to the next meeting of the ASX Clear and ASX 
Settlement Boards. 

 

ATTACHMENTS 

Attachment A – Business Committee Report and Minutes from the 22 June 2017 Meeting. 
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BUSINESS COMMITTEE REPORT TO THE BOARDS 
OF ASX CLEAR AND ASX SETTLEMENT 

 
BUSINESS COMMITTEE MEETING 

At its 22 June 2017 meeting, the Business Committee was updated on: 

 the operating performance of CHESS for the June Quarter 2017; 

 CHESS replacement, including an update on the working groups providing input on business 
requirements for the new system;  

 the recent ASX consultation paper on methodologies for setting ASX market closing prices and ASX Clear 
settlement prices; 

 the findings of the ASX Investor Survey; and  

 Technical Committee progress in mapping CHESS messages to the ISO20022 message standards. 

BUSINESS COMMITTEE RECOMMENDATIONS TO THE ASX CLEARING AND SETTLEMENT BOARDS 

None. 

KEY ISSUES DISCUSSED 

The Committee discussed the recent ASX consultation paper ASX Equity Market Closing Price and 
Settlement Price Determination. Among the issues canvassed, were the consistency of ASX‘s approach with 
other major markets and the use of prices from alternate Australian markets trading ASX-listed securities.  
The discussion highlighted the importance of how the ASX communicates the general policy around 
closing/settlement price calculation and, in the event of a trading disruption, its practical approach to 
setting and communicating the settlement price on the day. 

The Committee was briefed on the findings of the recent ASX Investor Study and there was discussion 
about what the trends amongst different investor groups (wealth accumulators; retirees; next generation; 
and non-investors) may mean for the industry and how firms engage with these investor segments. 

There was an update on the working groups established to develop inputs to the business requirements for 
CHESS replacement. The working group on account structures has completed its work and produced three 
high-level business requirement inputs and the second working group on corporate actions is well 
advanced in its work.  

AGREED ACTIONS  

1. ASX to provide an updated timetable for incorporating stakeholder input and feedback into the 
business requirements for CHESS replacement.  

2. ASX to update the Committee on a possible timeline for the Corporate Action STP Phase 2 proposals. 

Minutes from the meeting are attached.  
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MINUTES (DRAFT) 
 

BUSINESS COMMITTEE MEETING 

Date Time Location 

Thursday , 22 June 2017 12.00pm – 2.30pm  ASX Offices – Level 1, 20 Bridge Street, Sydney 

 

 Agenda Item 

1.  Introduction   

2.  Service and Financial Performance 

a) Operating Performance Report   

3.  Market update 

a) ASX market closing prices and ASX Clear settlement prices 

b) ASX Australian Investor Study 

4.  CHESS Replacement  

a) Supplementary questionnaire  

b) Business requirements working groups  

5.  Code of Practice Project 

a) Business requirements working groups 

Working group 1: Account structures - Report on inputs to business requirements  

Working group 2: Corporate action processes - Update 

b) Technical Committee Report   

6.  Administration  

a) Forward work program updated 

b) Minutes from the 4 May 2017 meeting 

c) Other matters 

 

NEXT MEETING: Thursday 3 August 2017 
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Apologies:  Tapos Thakur (ABN AMRO Clearing), Rhys Cahill (Bank of America Merrill Lynch), Conor Foley (UBS)  

Members   

Company Name Job Title 

AFMA David Lynch Chief Executive Officer 

ANZ Andrew Koudrin (delegate) Head of Execution Assurance and Middle Office 

ASX Peter Hiom Business Committee Chair 
Deputy CEO, ASX 

Bell Potter Securities Dean Surkitt Managing Director Retail 

BNP Paribas David Braga (delegate) Head of Clearing & Custody 

Chi-X Australia Mike Aikins  Chief Operating Officer  

Citi Miles O’Connor Director, Direct Custody & Clearing Securities & 
Funds Services 

Commonwealth Bank of 
Australia 

Sheridan Thompson Head of Strategic Development, CommSec 

Credit Suisse Winston Loke Australian Equities COO 

Deutsche Bank AG Geoffrey Plaisted Chief Operating Officer, Equities 

Goldman Sachs Yen Le (delegate) Executive Director Operations 

HSBC Peter Snodgrass Head of Direct Custody and Clearing 

J.P. Morgan Paul Cooper 
(delegate) 

Executive Director, Head of Markets Operations 

Macquarie Group James Indge Cash Equities Business Manager  

Morgans Daniel Spokes (delegate) Manager, Transactional Services & Settlement 
Systems 

Morgan Stanley Craig McGuire Head of Operations 

National Australia Bank Greg Bowrey General Manager, Self-Directed Wealth 
Products & Markets 

NSX Ann Bowering  Managing Director 

Pershing Securities Rob Forbes Chief Executive Officer 

Stockbrokers & Financial 
Advisers  

Andrew Green  Chief Executive Officer 

Sydney Stock Exchange Tony Sacre Chief  Executive Officer 
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ASX Management  

Name Job Title 

Amanda Harkness Group General Counsel & Company Secretary 

Tim Hogben Chief Operating Officer 

Hamish Treleaven Chief Risk Officer 

Eloise Wett Executive General Manager, Operations 

Cliff Richards General Manager, Equity Post Trade Services 

Nick Wiley Deputy General Counsel, Post-Trade 

Diane Lewis Senior Manager, Regulatory and Public Policy 

Gary Hobourn Senior Economic Analyst, Regulatory & Public Policy 

Rodd Kingham Senior Manager, Equity Post Trade Services 

Elizabeth Towler General Manager, Marketing 
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AGENDA ITEM 1: INTRODUCTION   

The Chair welcomed members and delegates to the third meeting of the year and noted that prior to the 
meeting apologies had been received from Rhys Cahill (BAML); Tapos Thakur (ABN-AMRO Clearing) and 
Conor Foley (UBS). There were also a number of delegates representing members who were unable to 
attend including: Andrew Koudrin (ANZ); David Braga (BNP Paribas); Yen Le (Goldman Sachs); Paul Cooper 
(JP Morgan); Daniel Spokes (Morgans). 

It was confirmed that members had no additional agenda items for the meeting. 

AGENDA ITEM 2: SERVICE PERFORMANCE 

a) Operating Performance Report 

The ASX Executive General Manager, Operations spoke to the June quarter (period to end May) 
performance report noting that: 

 Availability across CHESS and the TAS was 100% for the period. 

 ASX (+3%), Chi-X (+13%), and NSX (+2%) saw increases in the number of trades processed through the 
settlement facility compared to the March quarter, while SSX settlement activity was in line with the 
previous period. 

 Overall trade value (on and off-market) increased about 8% to a daily average traded of about $6.7bn.   

 Daily average cleared value rose from $4.5bn to $4.8bn with netted value up from $1.74bn to $1.88bn. 
Netting efficiency was steady at 99.92% on volume and 61% on value.  

 The average daily settlement value was $9.4 billion, up from $9.2 billion previously.   

 ASX had a few trade rejections and Chi-X had none in the period.   

 Failed trade rates remained very low with 0.34% for the period, which was marginally higher than the 
March quarter. This equated to around 179 fails a day out of 78,500 settlements.     

 There were no extensions to the batch settlement cut-off time during the quarter.   

 Daily average cash market margin was $144m over the period, which was down slightly on the March 
quarter. 

 There were a few instances of delays in margin payments during the quarter. The shortest delay was one 
minute while the longest was for 18 minutes.  The Chief Operating Officer reminded members that late 
payment of margin sends up red flags internally at ASX and the requirements are also necessary to give 
certainty to other participants.  

Members had no questions on the performance report  

AGENDA ITEM: 3 MARKET UPDATE 

a) ASX market closing prices and ASX Clear settlement prices 

The Chair invited ASX’s Chief Risk Officer to brief the Committee on the issues canvassed in the recent ASX 
consultation paper ASX Equity Market Closing Price and Settlement Price Determination. He explained that 
the paper arose from issues identified by the review of the September 2016 ASX Trade outage. The paper 
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sets out and explains the methodologies around ASX’s closing and settlement prices and notes that ASX 
believes that current methodologies continue to be fit for purpose.  

The Chief Risk Officer stated that the closing and the settlement prices will generally be the same (i.e. the 
last traded price on the ASX market) but they may differ in certain circumstances, for example if there is a 
disruption to the ASX Trade platform and the clearing house needs to use another methodology to manage 
its counterparty risk (through client margining). He noted that to effectively manage CCP risk, the clearing 
house needs a methodology that calculates settlement prices in a timely manner while ensuring the 
process protects the facility’s financial stability.  

The Committee’s discussion drew out that the ASX settlement price is also currently used by some 
participants for other purposes, such as to manage their own client counterparty risk.  

There were also questions from members around the consistency of ASX’s approach with that in other 
markets and the use of prices from other markets trading ASX-listed securities.  

There was also a request that ASX provide as much guidance as possible about how the process would 
apply in practice, for example what might constitute a ‘material’ price movement to justify an adjusted 
settlement price.   

The Chair concluded that the discussion highlighted the importance of how ASX communicates its policy for 
closing/settlement price calculation and, in the event of a trading disruption, its approach to determining 
the settlement price on the day as soon as practicable. He noted the period for submissions closes on 
7 July 2017 and encouraged members to provide any views they have so they can be taken into 
consideration. 

A member asked if there are going to be other consultations responding to the other issues identified 
following the ASX Trade outage. The ASX Executive General Manager, Operations confirmed that there will 
be two further consultation papers in the second half of this calendar year. The first one relates to how ASX 
handles market announcements/session states and the second one examines the activities and processes 
around a market outage, for example standard times and notifications. 

b) ASX Australian Investor Study 

The General Manager, Marketing provided an overview of the recent ASX investor survey noting that the 
2017 edition was the most comprehensive study yet. It drew on the views of 4000 respondents and the 
study was broadened (in conjunction with Deloitte Access Economics) to cover more investment types and 
to identify some of major trends shaping investor behaviours. There were also new questions around 
investment choice and attitudes to risk that identified some investor perceptions that could present 
challenges for the industry in communicating to investors in a new way.  

She noted that the survey responses highlighted that investment diversification is still not well understood. 
There is a large mismatch between risk and return expectations and with investors becoming increasingly 
self-directed there is a need to ensure that they've got the necessary information to make informed 
investment choices. 

Among the highlights of the findings were: 
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 Retail (non-superannuation) holdings in exchange-trade products have stabilised following a period of 
decline in the aftermath of the global financial crisis. 

 60% of Australians hold investments outside of super and 37% are holding exchange traded 
investments. 

 Most investors feel comfortable with shares, cash and property, but less than 20% feel confident 
investing in unlisted managed funds and derivatives, in fact only 30% are aware of them.  

 65% of investors trade online and that group tend to be more aware of diversified product options.  

The investor population was broken into four groups:  

 wealth accumulators who make up a large part of the market. They are characterised by: more 
knowledge of different investment products; use of financial advisers while also doing their own 
research; expecting average returns of 9.2% returns; and hold a wide range of investment vehicles;  

 retirees are: more understanding of the risk and return trade-offs, looking to supplement their income 
through investments and are the highest users of financial advice; 

 next generation investors is the fastest growing part of the market. They are: looking for new ways to 
generate wealth; use online tools to make their investment decisions;  and are the most risk averse 
segment; and  

 non-investors are a group that lack the confidence to invest in the market and do not understand what it 
takes, or how much they need to invest, to get into the market.  

Given the different characteristics and needs of each investor segment, firms need to consider which 
segments they want to target to determine the best approach to reaching that group. 

The findings suggest that there are three broad challenges for the industry: promoting the benefits of 
product diversification; broadening the types of products that people are aware of; and making it easier for 
investors to engage including through new online and digital entry points. 

The General Manager Marketing noted that her team has been meeting with some participant firms to talk 
through the detailed findings of the study and to get a view of how they might work together to better 
engage the end investor. She offered to provide similar briefings to other participants if they were 
interested.  

AGENDA ITEM 4: CHESS REPLACEMENT PROJECT 

a) Business requirements working groups 

The General Manager, Equity Post-Trade Services reminded members the working groups are tasked with 
developing more defined inputs to assist prioritisation of business requirements for the replacement of 
CHESS. 

The first working group on account structures has completed its work and produced three high-level 
business requirement inputs: retaining legal name on title alongside the current omnibus account 
structures; continuing with the current range of participation models while adding options such as separate 
clearing and settlement participation; and providing the ability for participants to populate an account 
hierarchy below a HIN to support a number of functions that they currently can only perform outside of 
CHESS.  
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The second working group on corporate actions has commenced work and will require a number of 
meetings given the breadth and depth of complexity of the topic.  

The working group is taking a lifecycle view of corporate actions from creation to distribution and 
completion. All corporate action types were placed in one of three categories: mandatory, mandatory with 
choice, and voluntary. The first two working group meetings focused on mandatory and mandatory with 
choice corporate actions through to the record date.  

The feedback received from participants in those meetings has been that they are comfortable with the 
level of detail discussed.  

A member asked if firms were sending people to the working groups with the appropriate skill sets to 
contribute to the necessary outputs. In response, it was noted that the working groups have had the right 
level of expertise in the room but there was also flexibility for firms to change their representatives when 
the agenda requires more detailed expertise. 

Another member asked if, when all the working groups are completed, the business requirement inputs 
and priorities would be published to allow for another round of industry feedback, including through the 
Business Committee. 

It was noted that the outputs of the working groups are made available at the conclusion to attendees for 
review and validation. They are also made more widely available through the Business Committee papers  

The General Manager, Equity Post-Trade Services noted that it had been decided during the working groups 
that when all six have completed their work they will come together again to determine the relative priority 
of all the business requirement inputs identified. 

There was also strong feedback from stakeholders that, where possible, corporate actions enhancements 
should be delivered as soon as possible. ASX is currently considering whether and how this could be 
accomplished. For example, the proposals included in the previously flagged Corporate Action STP Phase 2 
project that might be able to be progressed in advance of CHESS replacement. 

The first stage of Corporate Action STP covered 70 to 80 per cent of corporate actions by volume but this 
would not realise the desired efficiencies for participants through simplified processes and leaner back 
offices until the full suite of corporate actions is incorporated.  

Members agreed that proceeding with Corporate Actions Phase 2 separately from CHESS replacement 
would deliver efficiencies to participants. 

The Chair indicated that ASX would consider the best way to facilitate feedback on the outputs of the 
CHESS replacement working groups and report back to the Committee.   ASX would also provide the 
Committee with an update on the way forward with the Corporate Action STP Phase 2 proposals at the 
next meeting. 

b) Technical Committee Report   

The Chief Operating Officer briefed the Committee on the progress of the Technical Committee on ISO 
20022, including the discussions at the June meeting.  There continues to be good engagement from 
industry, including providing detailed feedback on specific proposals that are assisting with the technical 
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design phase. The first tranche of 130 CHESS messages have been completed with a target to complete the 
balance of the messages towards the end of this year. 

He noted that the Technical Committee meetings are becoming increasingly technical and require 
attendees that have detailed technical knowledge. To enable the appropriate personnel to attend future 
meetings the agenda will identify which items require business or technical expertise. 

The next meeting of the Technical Committee will be held on 18 July. 

A member noted that organisations are engaged in the working groups and Technical Committee at both 
the technical and senior management level but asked whether there may be some benefit in bringing 
together a group of ‘program managers’ to bring them up to speed given they will have operational 
responsibility within firms for delivering the transition to CHESS replacement. 

The Chair noted that if members thought it useful, ASX would be willing to organise a briefing for that 
group and to provide them with an opportunity to ask questions. 

AGENDA ITEM 5: ADMINISTRATION 

a) Forward work program updated 

The Chair noted that the forward work plan, as set out in the papers, largely reflects the CHESS 
replacement process.  He invited members to bring forward any other clearing and settlement matters that 
the Committee should consider.  He acknowledged that there may be issues that come out of the working 
groups that could be addressed separately to the CHESS replacement project.   

b) Minutes from the 4 May 2017 meeting 

The minutes of the 4 May meeting were approved without change. 

c) Other matters 

None 

NEXT MEETING 

The next meeting is scheduled to be held on Thursday, 3 August 2017.    

The meeting closed at 1.30pm.  

Signed as a correct record of the meeting. 
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 4B 

Topic Forward Work Program  

Date 3 August 2017 

Purpose of this paper To update Members on the forward work program of the Business Committee for 2017. 

Action Required To consider and provide feedback on the topics for discussion, and their relative 
prioritisation, in the forward work program. 

 

OVERVIEW 

The forward work program of the Business Committee for calendar year 2017 is provided in Attachment A.  Attachment 
B outlines the forward work program for the Technical Committee on CHESS Messaging and ISO 20022 from 
December 2016 to November 2017. 

The forward work program largely reflects the various work streams associated with CHESS replacement. The October 
agenda includes the ‘annual report’ on investments and service enhancements in cash equities clearing and settlement 
as required by CFR’s regulatory expectations. 

Members of the Business Committee are invited to provide feedback on, or suggest topics for inclusion in, the forward 
work program for 2017.  Business Committee Members are able to suggest additional items for the forward work 
program at any time by contacting the Business Committee Secretariat.  

 
 

ATTACHMENTS 

Attachment A: Business Committee 2017 Forward Work Program 

Attachment B: Technical Committee on CHESS Messaging and ISO 20022 Forward Work Program 



Agenda Item 4B – Attachment A 

Attachment A: Business Committee 2017 Forward Work Program  
 
 
  
 

 
 
Note: the forward work program does not include the standing agenda items for each meeting. The Forward Work Program is an evolving document and is presented above as at July 
2017. 

2 March 2017 

 Present ASX C&S 
management 
accounts HY17  

 Revised BC 
Charter and 
updated CoP 

 CHESS 
Replacement 
Consultation Paper 
feedback   

 Vision and 
Priorities 

 Forward Work 
Program 

 Technical 
(ISO20022) 
Committee Report   

 

   4 May 2017 

 CHESS 
Replacement 
Working Groups 
update and 
Supplementary 
Questionnaire 
Overview 

 CoP Business 
Charter update 
and Regulatory 
Expectations 
Audit 

 Technical 
Committee 
(ISO20022) 
report 

 

 

22 Jun 2017 

 CHESS 
Replacement 
Working Groups 
update 

 Technical 
Committee 
(ISO20022) 
report 

 ASX market 
closing prices 
and ASX Clear 
Settlement prices 
methodology 

 ASX Australian 
Investor Study 

 

 

 
 
 
 
 

3 Aug 2017 

 CHESS 
Replacement 
Working Groups 
update 

 Technical 
Committee 
(ISO20022) report 

 Corporate Actions 
STP Phase 2 
update 

 Customer Survey 
results update 

 
 
 
 
 
 

 

 4 Oct 2017 

 DLT assessment 
update 

 Present ASX cash 
market clearing and 
sett management 
accounts FY17 

 Annual Report on 
investments & 
service 
enhancements 

 CHESS 
Replacement 
Working Groups 
update 

 Technical Committee 
(ISO20022) report  

 

 

30 Nov 2017 

 High level business 
requirement inputs 
and priorities 

 CHESS 
Replacement 
Working Groups 
update 

 Technical 
Committee 
(ISO20022) report  
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Attachment B: Technical Committee on ISO 20022 Forward Work Plan (matters for consideration @18 July 2017) 

 

 

Note: Items with a ‘tick’ have been discussed and all actions have been completed.  Items from previous meetings that do not have a ‘tick’ have been discussed, but there are outstanding actions.  

The Forward Work Program is an evolving document and is presented above as at July 2017. 

Dec 2016 

Objectives, Charter 

 ISO 20022 consultation 
responses 

Global ISO 20022 
adoption 

High level gap analysis 

MI Harmonisation for 
adoption of ISO 20022 

 

 
 
 
 

     7 Feb 2017 

Market education and 
training 

Key principles and 
recommendations for 
adoption - codes 

 

 

14 Mar 2017 

 Review of CHESS 
reporting messages 

Overview of SWIFT 
MyStandards and how 
to access 

Review recommended 
ISO 20022 mapping – 
164 message 

Agreement – how to 
collate feedback on 
draft usage guidelines 

 

 
 

2 May 2017 

 ISO 20022 training 
webinar feedback  

 Review CHESS 
reporting messages 
feedback 

Overview of Business 
Application Header 

Review feedback on  
EIS 164, 101 
mapping 

Review ISO 20022 
draft mapping – EIS 
134,  138 (and 
others) messages 

6 Jun 2017 

Review feedback 
on EIS 134, 138  
(and others) 
messages 

Sample 
consolidation, 
rationalisation 
messages 

 Cancellation/correct
ion of settlement 
instructions 

 Transaction ids 

Review ISO 20022 
draft mapping – 
settlement 
messages 

  

18 Jul 2017 

Review feedback on 
settlement messages 

 Date and time 
considerations 

 Cancel/correct or 
maintain of settlement 
instructions 

 Free of Delivery (FOD) 
/ Miscellaneous 
payments 

 Transaction ids 

Draft mapping – other 
settlement, transfers 
messages 

 

    22 Aug 2017 

 Delta model – open, 
close balances, 
movement 

 Simplify status 
messages (EIS 
148/152) 

 Amounts, prices and 
rates elements 

 EIS 421 – securities 
transformation 

 ISO 20022 mapping 
feedback 

 

 

 

10 Oct 2017 

 Account structures 

 Settlement chain, party 
identification (e.g. 
Party 2) 

 ISO 20022 mapping 
feedback 

 

 
 
 
 
 

21 Nov 2017 

 Parallel 
implementation 
CHESS EIS / ISO 

 ISO 20022 
mapping feedback 
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