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Housekeeping

> Please mute yourself when not speaking
> Please use the ‘raise hand’ feature on MS Teams if you would like to ask a question
> Please introduce yourself when talking for the benefit of all members
> Meeting is being recorded for the purposes of capturing decision and actions
> Dial in details (audio only):
+612 7208 4607
Phone Conference|D: 212 835 866#

> Presentation materials were distributed before the meeting and will be published on the website
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Important Information

> Workshop members are reminded to have regard to their obligations under competition law. In particular, please note that the
Competition and Consumer Act prohibits a corporation from engaging with one or more persons in a concerted practice that has the

purpose, effect or likely effect of substantially lessening competition.
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01 - Introduction

Introduction
- Workshop objectives and outputs (5 mins) 20 mins
- Introduction and settlement design (15 mins)

TCS BaNCs 50 mins
- New concepts (20 mins)
- TCS BaNCS overview (30 mins)

Clearing Design 50mins
- Traderegistration (10 mins)

- Netting (10 mins)

- Scheduling for settlement (15 mins)

- Survey playback and discussion (15 mins)

Break 15 mins

House Client Segregation 30 mins
- Position account structure (20 mins)
- Survey playback and discussion (10 mins)

Next Steps 15 mins

Total workshop duration 3 hours
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01 - Workshop objectives

The purpose of the BDWG is to achieve broad consensus on additional scope for CHESS Replacement and
to develop the Business Design Document for each objective.

Objectives

Collect advice and expertise to understand industry
needs in relation to a modular clearing and settlement
design, and house client segregation.

Define the scope for trade registration, netting, and
scheduling for settlement in the context of Release 2.

Establish industry appetite for house client segregation.

Agree on proposed solutions for the clearing service and
its integration with the settlement service.

)

Outputs

* Business Design Document that includes:

Functional outcomes

Process Flow (high level)

Access channels (e.g. User Interface, 1SO20022 messaging)
Any non-functional considerations

Any other considerations

BQQ What outcomes would you like to achieve for your organisation from this workshop?
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01 - Staged Implementation

Release 2
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Migrate AMOs to the FIX interface
Migrate trade registration to the new clearing component of the solution
Implement the technical infrastructure for the strategic solution

Clearing solution ensures backwards compatibility to minimise impact on the market

*  The topics discussed in this workshop arein relation to the full solution
implementation in Release 2. This includes all remaining clearing
functionality such as trade registration, netting positions, and scheduling for
settlement in a modular technology platform.

* Implementation of the full settlement and sub-register functionality,

including enhancements are to be worked through in future BDWGs.



01 - Introduction

Regulatory Expectations

Industry Feedback

Customer Requirements BUSINESS DESIGN

Business Design Working
Group

ASX Requirements
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Leveraging the Product Based
Solution

Global Markets Best Practice




01 - Introduction

Central Counterparty (CCP) Securities Settlement Facility (SSF) Central Securities Depository (CSD)
SETTLEMENT SERVICE
SUB-REGISTRY SERVICE
CLEARING SERVICE « Schedules novated transactions | Transfer _|
S hbvates the tride and replaces thetrads instructed from the clearing service and Holdings « Maintains participant sponsored /
with two separate transagtions hotwaoh Net/Gross schedules non-market settlement controlled accounts (HINs)

the clearing participants and the CCP. Novated instructions notified by settlement

RADE S
Transactions participants.

b ACCEPTANCE

MARKET

SERVICE
OPERATORS TAS

« Sends novated transactions on a net
basis (or gross basis if applicable) to the
settlement service.

* Maintains an account structure to

facilitate the settlement of novated
settlement obligations.

« Maintains clearing participants exposure s Settlos scheduled novatedand
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*  The TCS BaNCS product offers a modular technology platform for clearing and settlement services.
*  Enables ASX and unaffiliated operators to access and interoperate with separate clearing, settlement and sub-registry services using standardised interfaces.
* A modular designis considered a pre-requisite to facilitate interoperability in clearing and settlement services.
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02 - TCS BaNCS

New concepts and overview

ASX



02 — TCS BaNCS — New Concepts

*  The TCS BaNCS clearing module requires clearing members to maintain "Position Accounts".

*  Position Accounts are used to record and maintain a clearing participant's Novated Net Delivery Position (NNDP)

* Single delivery or receipt position (securities and funds) to/from the CCP (per security and settlement date for the position account).

* Trades registered for clearing and settlement will be allocated to a Position Account.
* A Position Account will map to nominated Settlement Accountin the settlement module.

* Settlement Accounts facilitate the delivery and receipt of securities (as per current CHESS).

Trades

Example of a clearing participant that clears house and client trades and is also
a third party clearer; and utilises a single commingled account with the CCP ek Pt
(with a single clearing and settlement PID).

Clearing Participant
Client

e

¢ Clearing participant in this case could maintain a single position account.

*  Trades cleared by that participant would be allocated to that position T Catg trough

account. Clearing Participant

( Trading Participant 2

* Batch instructions would be generated to deliver or receive ng;’;‘;ggpg‘r;g;g:m
securities to/from CCP from/the nominated settlement account (for that

NVY

position account).
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Positions with CCP

Position Account
(Commingled House
Client Account)

Settlement Account

Settlement

Clearing
Module

Settlement
Module

IASX



02 — TCS BaNCS — New Concepts

Trades

Positions with the CCP

Position Account
(Clearing Participant
House Account)

Clearing Participant
House

Clearing Participant

Position
Account (Clearing

Client

Trading Participant 1
Clearing through
Clearing Participant

Trading Participant 2 Position
Account (Clearing

Clearing through N un
Clearing Participant ~\ Participant TP2
Client Account)

Position
Account (Clearing
Participant TP1
Client Account)

-\ Participant Omnibus
Client Account)

Settlement
Account
1

Settlement
Account
2

Settlement
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Clearing
Module

Settlement

i Module

Trades can be allocated to position accounts at
the point of trade registration (subject to details
made available on the trade and/or configurable
trade mapping & enrichment rules) OR post-
trade (subject to a workflow made available to
clearing participants to re-allocate a trade to

another position account).

Product supports netting positions in 1 or many
position accounts into netted settlement

obligations transferring securities into or out of

1 settlement account.



02 — TCS BaNCS — New Concepts

Clearing
Participant
© Position account structure
conforms to |0SCO and EMIR ‘ A
Guidelines. Omnib Segregated Segregated Segregated
Ur;\allocat::d Am“se ¢ g?e'n:s Client Client Client
ceoun Account Account Account Account
e Supports segregation of house, [ J [_J | ! )
. . .. . Trading Trading Trading
omn |b us, an d in d |V|d u al Cl lent Participant Participant Participant Client 1 Client 2 Client 3
: . : Level
positions. r 2
[ [ ] |
Omnibus Segregated Segregated Segregated Omnibus Honee Omnibus Client Client Client
i iti Client Client Client Client st bl
* Configurable position account P pohent pent st Ml Account — Account Account Account
<
setup. I l [
Client 1 Client 2 Client 3
*  Flexibility to support Level
a hierarchical account structure
Client Client Client
. Account A t Account
that can be expanded horizontally ceotn ceoun ceotn J
and vertically.
% Are there any members who have experience with this type of structure?

ng Canyou share your observations?
ASX
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02 — TCS BaNCS Overview

The following slides provide an example of the standard workflow for trade acceptance, trade registration and novation, netting of positions, and scheduling
for settlement.

A North American market has followed the workflow described in this example for the clearing and settlement of cash equity products in their TCS BaNCS
implementation.

Trade Date Settlement Date (morning of)

Trade Acceptance Continuous
’ N h .
Registration & Netting of et Scheduling for

) . Settlement
Novation Positions
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02 — TCS BaNCS Overview

The following trades are executed on the trading platform of an AMO between two participants SAF03 and SAF04.

Trade Trade Ref Security Quantity Settlement Amount |Settlement Date Buyer Seller
Trade 1 Y005000000053 USBHA123K402 356| S 3,718.69 25/12/2026|SAF04 SAFO3
Trade 2 Y005000000055 USBHA123K402 210( S 2,193.61 25/12/2026(SAF03 SAFO4

Upon registration and novation of the trades in the system, the system notifies the following transactions to clearing participant SAF03

Trade Trade Ref Security Quantity Settlement Amount |Settlement Date Receiver Deliverer
Trade 1 Y0O05000000053 USBHA123K402 356| 5 3,718.69 25/12/2026|CCP SAFO3
Trade 2 YOO05000000055 USBHAL123K402 210 5 2,133.61 25/12/2026(SAF03 cCcp

Trade enrichment rules allocate SAF03's transactions to their nominated position account "SAFO3GA000" resulting
in the participant positions in the position account being netted in real-time.

Following acceptance and processing of Trade 1
Position Account Security Settlement Date |Deliver/Receive Quantity Pay/Receive Settlement Amount
SAFO3GAOOO USBHAL123K402 25/12/2026|Deliver 356|Receive 5 3,718.69

Following acceptance and processing of Trade 2 - i.e. Netted Position will net Trade 1 and Trade 2
Position Account Security Settlement Date |Deliver/Receive Quantity Pay/Receive Settlement Amount
SAFO3GAOOO USBHAL123K402 25/12/2026|Deliver 146|Receive 5 1,525.08
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02 — TCS BaNCS Overview

Clearing participants can view their net positions through the TCS BaNCS Ul Screens

Netted Positions

Safe Company
A @

Fri 2026-12-25 1-50-30 PM

Search ~
usD - - 2026-12-25 = ?F:?(J 12-25 (m]
(=) =]
a ['] [f'iltcl ] —
Value Date Security ID Par Value/Quantity Price Settlement Amount Currency
2026-12-25 USBHA123K402 146.00 10.445783000 1,525.08 usD
* The system s also capable of notifying clearing participants of their net positions at set frequencies.
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02 — TCS BaNCS Overview

Clearing participants can also view the individual trades contributing to the net positions.

Safe Company

= A @

Fri 2026-12-25 1-50-50 PM

m NS Settlement Netted Positions Netted Positions - Details

Netted Positions - Details °

o [ "."-] lFi[ter I

Process Date Transaction ID Par Value/Quantity Trade Price Settlement Amount
New Trade 2026-12-25 2026-12-25 YO05000000055 210.00 10.445783000 2,193.61
New Trade 2026-12-25 2026-12-25 YOO05000000053 -356.00 10. 445783000 3.718.70
25 -
% What are the benefits from being able to view individual trades for net positions from an

RQ% operational standpoint?
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02 — TCS BaNCS Overview

* Atthe beginning of settlement date, settlement obligations are generated and scheduled to deliver or receive securities from the settlement account.
* The obligations are calculated based on the net positions in the participants position account(s) mapped to the settlement account.
* Notein the example: SAF03's Position Account "SAFO3GA000" maps to SAF03's Settlement Account "10009044".

Obligation Ref Settlement Account |Security Settlement Date Deliver/Receive Quantity Pay/Receive Settlement Amount |Counterparty
SOBMNO00000560673 |10009044 USBHA123K402 25/12/2026|Deliver 146(Receive S 1,525.08 |CCP

* Settlement Participants can also search for their settlement obligations through the TCS BaNCS Ul screens

Time Left: 14:55 - A @ - ™

Fri 2026-12-25 1:51:31 PM

@ NS Sett nt Outstanding CNS Positions
Outstanding CNS Positions (@ Netted Positions
ity ID - - - - -
1 I r - - I I -
E==)
o [j (Fitter )) =

Par Value/Quantity Settlement Amount Currency Settlement Control Indicator Status Buy-In Indicator

USBHA123K402 146.00 10.445783000 1,525.08 uUsD Yes Unsettled No
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02 — TCS BaNCS Overview

Settlement Participants can also view the details of their settlement obligations through the Ul

pany

" A @

Fri 2026-12-25 15144 PM

m CNS Settlement Outstanding CNS Positions DOutstanding CNS Positions Detail

Outstanding CNS Positions Detail

Details

Yes -

21 | Business Design Working Group 31 January 2024 GASX



03 - Clearing Design

- Trade Registration
- Netting

- Scheduling for Settlement

ASX



03 — Trade Registration and Netting

Trade
2
| &
ASX Trade or Record trade as a Eligible for Netting? Mol CCP Barch
TAS (Non-ASX AMOs) Gross CCP Batch Gross CCP et atc
_ | Instruction between Cash Market Yes  |Batch Instruction Instruction (NBO)
» -lhe clearing L Margining Removed Replaces Gross
Yes participants (buy and (Netted) Instructions
sell side) and the CCP End of Day No
Eligible for I;"‘z“ie”g
Novation?  No [ Record trade as a oeess
) ) A
%) No Gross Batch Instruction
o between the buyer's and ) ) >
O Is Crossing? Se":;f;f'gﬁ:g'g Gross CCP Batch Instruction Settl t
Yes paricp Remains Scheduled etiemen
, \
-~
Record trade for A.O
» informational End
purposes S
I
:
Only where opted |
2 in to receive | w v
= .
g crossing ! v b, 4
g notifications _ @ @ & ]
©
= Margin Netted Trade Nt Broker
k= Trade . Settl t Notification Obligation
= Confirmation eluemern (EIS 138) Notification
= Notification Advice (EIS 134)
(EIS 164) (EIS 942)
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03 — Trade Registration and Netting

* Attheend of the trading day, a netting process is run where all eligible delivering and receiving gross cash CCP batch instructions by clearing participant
and security combination scheduled to settle in 2 business days are netted into a single net CCP batch instruction (i.e. ‘Net Broker Obligation’ or NBO).

Trades settling the following business day ("As at" or Option Exercise trades & Special Market trades) will remain as a gross instruction.

Trades executed for during a period of deferred settlement are not netted at the end of trade date but will be netted, where eligible, in the
netting process run in the evening 2 business days prior to the settlement date.

* Netting eligibility criteria:
Security Eligibility — Securities are routinely marked ineligible for netting due to certain corporate actions
Condition codes on the trade which make the trade ineligible —these include:
OR — Overseas Resident

P1 — Put through trade report $1IM

P2 — Put through trade report $0.5M
% Are there any recommendations or pain points from your
PR —Prompt Rebooking 8Q8 organisational processes that you would like to discuss?
As requested by the relevant clearing participants - "Blocking"

Trades ineligible for novation (including crossings)
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Trade Acceptance

Trade
Executed
o ,
= < ) ; (IZD : . . . *  The CHESS replacement system will adopt FIX
Trade Trade Rejection Tiade interface for accepting trades into ASX’s clearing
Submitted for Acknowledgment Acceptance .
Clearing & Acknowledgment and settlement facilities.
Settlement
* Trades executed on the trading platform of all

3 AMO'’s (ASX Trade and other AMOs) will be

B FIX Inferface submitted to be cleared and settled by ASX Clear

9 l and ASX Settlement via this FIX Interface.
— 8 <\NO
S8 Trade Passes
8 § Validation? /
Ll Yes
O | <
8|o
g8 ) . .
x|~ *  Depending on industry requirements to
@ Release 2 support remaining clearing, settlement and sub-
% 8 register functionality, FIX interface changes may be
e § Trade required.

=2 »| Registration

g

o

25 | Business Design Working Group 31 January 2024 QASX



03 — Trade Registration and Scheduling for Settlement

2 * Nochangeis proposed to the trade

E . : . .

3 registration confirmation and cash market

g Accetance margining process.

2

Q

< * Clearing participants notifications will be

E transmitted in 1SO 20022 message format.
=
Q
£ Record trade as two . . .
g separate transactions Reflect Position e To be designed —in the context of a modular
© p| between the clearing p| in"Position > Margining . . . ey -
& Yes participants (buy and Account architecture that facilitates interoperability in
o sell side) and the CCP —— . .
ﬁ . Elgible o™ foaceenes clearing and settlement services:
55| "o RSl o y .
O o No | s ransacton "i lnstnuctions * Any function required by participants to view

5 Is Crossing? ] ST SN Ry ’ or be notified of cleared positions.

3] Yes - @ Report

—0 O * Netting of trades for settlement and netting
Record trade for T T
informational End S——— . eligibility rules.
purposes S
: * Timing of instructing trades/positions for

o Only where opred: H 1C1

: e | ! settlement and any clearing participant

g cossing | g - notification requirements.

E notifications _ @

o i Settlement . .

£ comade  position Reporting s etieon * Anyuse cases for mapping different trade

& Notification (¢~ NNDP Report) Advice e types to different position accounts.

*  Other expectations of the clearing service vs

settlement service.
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03 — Trade Registration and Scheduling for Settlement

Reflect Position
in "Position . . R

8 Trade Account" To be designed —in the context of a modular architecture that

2 Registrati .- . A . .

3 ega"°" facilitates interoperability in clearing and settlement services:
18 =Bl «  Materialising and notifying settlement obligations.
g ; Positions :
§ gl iy | * Rescheduled obligations (e.g. fails) to be kept separate from
X Obligati heduled t .. .
g Gl SecOrHics 1 o ceie new obligations in any net.

securities from a nominated »

% ! Settlement Account Setlement Qutcome aae . . . . .
m g .' * Position reporting could be providedincorporating failed
I = " ! . . . .
S8 Market (CCP) | Unilateral / Corporate Action novated settlement obligations with other outstanding

€ Batch Settlement (matched) Bilateral Processing .

g Instructions Instructions : >_’ (e.g. Diary adjustments, pos itions

¥ Scheduled Scheduled Code Changes) ' ‘ ‘

& Cancellation (inc Isolate * Other expectations of the settlement service vs clearing

Cpty and Cancel, .
e Trade/Settlement service.
Instruction Cancellation)
* Reconciliation of settlement obligations back to positions

and trades.

Q

Settlement Submit )
Instruction Unilateral / Bilateral _App]lcable '
Generation Settlement notification relating
Notifications Instructions to post-trade event

Position Reporting
(e.g. NNDP Report)

Clearing Participants| Settlement Participants
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03 — Survey Playback

Question1

Does netting buyandsell novated
markettradeswith the same security,
settlement HIN, and settlement date
combination into a single net
settlement obligation provide a benefit
foryouroperational andtechnical
processes?

Question 2

In current CHESS, novated market
trades such as tradesinsecurities
subject to certain corporate actions,
and trades settling the following
business day (e.g. option exercise and
special market trades) are ineligible for
netting. Inthe replacement system,
should all novated market trades be
eligible for netting into net settlement
obligations (i.e. NBO)?
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Yes

45%
o0
o0

No

10%
L 1

NO - A subset of trades
currently ineligible for netting
should not be netted

25%
00000

No - Alltrades currently

ineligible for netting should

not be netted

15%
000

Other / No answer

10%
®

Other / No answer

15%
o0

Key | @ software Vendor @ c&s Participant ® ~vo

Industry Association

Insights

Question 1:

Yes

* Netting reduces the requirement for technical change, it
reduces settlement obligation volumes by approximately 75%
for some participants which significantly reduces the
operational processing overhead.
Keeps volume load on messages to a minimum. Reduced
CHESS msg cost benefits for participants

No
* There is noimpactto our operational or technical processes.

Question 2:

Yes

* There should be a minimum number of exceptions to the
netting process anditshould be designed to capture all daily
on market tradingactivity. A cut off should be imposed to
exclude latetransactions.

No - a subset of ineligible trades should not be netted

e Exclusionofasubsetis required to support complex Corporate
Actions. Inclusion of Options exercise would requirethe ASX to
adjustthe Options expiry processes by generating expiry 164
messagingthe evening before settlement.
ETO's - netting could be deferred to after ETO EOD
Late trades — a re-netting event with new 134 messages could
occurat 8am on T+1.



03 — Survey Playback

Question 3

In current CHESS, netting eligible
novated market tradesare generally
netted into a single net settlement
obligation (i.e. NBO) onthe eveningof
trade date. This means that some
tradesreceivedlateare not netted. In
the replacement system, whendoyou
wishto be notified of your net novated
settlement obligation?

Question4

Please provide anyfurthercomments
thatshouldbe taken into consideration
when netting novated market trades
into net novatedsettlement
obligations.
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Evening prior to
settlement

5% 55%

Evening of Trade Date Netting and Re-netting  Other / No answer

on adailybasis

25%
00000

15%
o0

Status quo (evening of trade date) should prevail atuntil such timeas T+1 is ruled out. And then, if
T+1 were ruled out—the idea of netting and re-netting daily seems an unnecessary processing
overhead; much better to find strategies to reduce or eliminatelate trades altogether.

Netting and re-netting should only be supported interms of deferred settlements when the
settlement date is greater than T+1. As above any adjustments performed on a T+1 should be
handled on a gross un netted basis oralternatively capturedina separatenet whichringfences the
latetrades.

Based on experience with netting arrangements in other markets we prefer a model inwhich all
net transactions havea clear tradedate and settlement date (i.e. a singlenet transaction comprises
onlytrades from the same trade date and which sharethe same settlement date)
Obligationsthathave previously failed settlement (or the failed portion of a larger obligation) must
remain separate from the nightly netting process to ensure that the correct settlement ladderis
maintained for the instrument and that these failing obligationsaresettled with priority over
subsequent obligations.

Key | @ software Vendor @ c&s Participant ® ~vo

Insights

Evening prior to settlement

Inlinewith other global markets, ASX should net on SD-1
evening after market closeto ensure the solutionis
extensiblefor T+1.

Would allowsomelate trades to be incorporated into the
net, but only while processingunder T+2, under T+1, late
trades would still be reported too latefor netting.

Evening of trade date

Try and eliminatelate trades or re-netting for

securities thathave been impacted by the late trades and
not a full re-netting of all securities.

Netting timed for the evening of Trade Date should be
consistent with the move to T+1 without havingto change
processes.

Netting and re-netting on a daily basis

This is the netting approach practicedin the US DTCC CNS
system and would appear to be the most operationally
efficient.

Industry Association



03 — Survey Playback

Question 5

In current CHESS novated market tradesare registered for
settlementimmediately, and netting-eligible gross
settlement obligations are later cancelled via the netting
process (EIS 138 message). Would you benefit from
novated market tradesbeing registered and notified to
clearingparticipants initially for clearing, and then
instructed forsettlement and notified to settlement
participants via a subsequent process?

Question 6

As a ClearingParticipant, would your operational and
technical processesbenefit from the re placement system
notifyingyournet cleared positions separately from your
novatedsettlement obligations, and in additionto trade
notifications?

Question7

If you responded ‘Yes’ in question 6, when do you wish to
be notified of your net cleared positions?

(Selectall thatapply)

Note:these are the answers from 50% of respondentsin
Q6 who selected Yes.
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Yes

50%

In the evening

via messaging as partofthe

EOD reporting

50%

No

30%
00000
®

No

20%
0000

At set times per day

via messaging

14%
o0

On a continuous basisvia Other / Not required

a user interface

29%
0000

Key | @ software Vendor @ c&s Participant ® ~vo

Other / No answer

15%
o0

Other / No answer

30%

7%
®

Industry Association

Insights
Question 5

Yes

* Farbetter simplyto notify trades intraday without
scheduling them for settlement, and then to schedule
settlement once andfor all atthe end of the day (and on
a net basis as far asis practicable). Further, this
decoupling of settlement function from clearingfunction
seems integral in providinginteroperability of alternate
clearingand/or settlement venues.
There is supportto remove 138 CHESS messages,
however still receivethe 134 message to complete the
reconciliation process

No
* There is no impactto our trade processingfromsuch
messages.

Question 6

Yes

* Expected to assistwith determining projected short
positions and provide a settlement ladder workflow.

e Ourown internal design will dictate whether or not to
use this additionalinformation, and how.

\[e)

e Oursystems alreadytrackthe intra-day clearing position
and would not benefit from this. Receiving
these messages would add to processingvolume,



03 — Survey Results

Question 8 Question 9

In other markets and assetclasses, settlement accounts and clearingaccounts aretypically maintained Please provideany further comments that should be taken into considerationin thedesign of the
separately. Do you see any benefit to this approach and/or do you have any feedback inrelation to clearingservice.
separated clearingand settlement accounts?

*  Withthe objective of interoperability of alternate clearingand/or settlement venues in mind, this may * Marginingand collateral to be included in the development of the clearingservicesolution.

be a necessity.
* Clearingservicemustcater for T+1 settlement, and eventually T+0 settlement.

* Clearingand Settlements should not be co-mingled, The costs for the Clearing Obligations need to be

reviewed ‘HIN to HIN’ transfer,as itis a market requirement to move stockto the Clearing HIN to ¢ Ourpreference is thatthere is noredesign of the clearing, netting, and settlement
complete the obligations » workflow atthis time in order to reduce time to market and realise benefits from the work already
undertaken.

* No real difference but if clearingand settlement are segregated, then this would have to occur.
* Wefeel thisis anexcellentopportunity to standardizethe Australian marketto a more global model,

*  Ourexistingworkflow essentially already segregates our clearingand settlement accounts and thus reducingoverall costs for participants operatingin the market and improvingtransparency.

workflow
* Note: Some feedback relates to settlement processes and will be carried forward to the May BDWG

* Where accounts areset up inthis way in other markets, we have not found that processingof
transactions greatly changes, and the difference of this accountstructure is notimpactful to our
processing

* The key perceived benefit is clarity between the separate clearingand settlement processes and
future flexibility.

e ASX should make reference to COFR objectives for competition considerationsinclearingand
settlement and validateifthese changes would be required to support.
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04 — House Client Segregation

ASX



04 — House Client Segregation

* The RBA’s Financial Stability Standards (FSS) for Central Counterparties (CCPs) Standard 13: Segregation and Portability (FSS 13):

A CCP should have rules and procedures that enable the segregation of positions of a participant’s customers and the collateral provided to the CCP

with respect to those positions; or otherwise

Have arrangements in place that provide materially equivalent protection of customer assets by alternate means.

Positions with the CCP

Position Account
(Clearing Participant
House Account)

Position
Account
(Clearing Participant

Omnibus Client
Account)

Position
Account (Clearing
Participant TP1

Client Account)

Position
Account (Clearing

Trades
The TCS BaNCS product-based position account )
Clearing Participant
structure enables the ASX CCP to offer clearing House
participants an omnibus or individual client Ciastibg Fasicinant
. Client
segregated account structure, noting that -
there may be significant effort required by rTrg?g;gi:;gjiﬁ;;l‘
participants to operationalise this functionality, il
depending on industry requirements. = e
Clearing Participant

Participant TP2
Client Account)

% What benefits can you see for your organisation and clients by having a segregated
account structure?
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04 — House Client Segregation

Further market considerationswouldinclude:

Whether clearing participants would utilise a house/client segregated account structure . Broader design considerations:

and when a segregated account structure should be implemented (technically and/or

) ) - Order aggregation on trading platforms of AMOs
operationally with or after CHESS Replacement)

) . ) o ) — Modular architecture and interoperability between separate clearing and
Process for allocating trades/positions to house and omnibus or individual client accounts

settlement services

New post-trade workflow would need to be implemented for clearing participants to re-

) Industry views and further market considerations:
allocate trades to the applicable account.

) ) — The transferability (portability) of client positions and collateral to another
AMO FIX interface and trade enrichment rules would need to be enhanced to support

] ) ] ) participant at scale within the T+2 (or shorter) settlement cycle
allocation at point of trade registration

) o ] ) ) ] — Should client assets be used to fund cash market margins relating to client
— Assumes Trading Participants would tag orders with a house/client designation or

) ) ) positions, and are regulatory changes required to enable this?
other applicable details pre-trade, and AMOs could pass these details onto CHESS

) o - Protection of client collateral and protection of clients against replacement cost, in
Cash market margin would be calculated on the net position in each segregated account

) o the event of a clearing participant default and positions are closed out.
and house collateral would be segregated from client collateral. Existing cash market

margin advice and collateral workflows would require enhancement to support this. - Other considerations (effectiveness of current client asset protections, NGF, feasibility

of portability, enablers to move to segregated account structure).

% Are there any other considerations that you would like to
. . : discuss?
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04 - Survey Results

. Yes Yes Yes Yes No No response

QueStlon 10 Omnibus client account only Individual clientaccountonly Omnibus & Indiv. clientaccount Other —please specify
ASXClear currently operatesa commingled 0% 0% 20% 5% 50% 25%
house/client account structure for the holding of cash
market positions. If ASX offered an optional .. . . . . . . . ‘ . . . .
segregated account structure in the CHESS . . . ‘ .
replacement system (omnibus, individual or other),
wouldyou be likelyto useit? (Select one)
Question11

Industry build and testas partof CHESS Replacement Industrybuild and testas partof CHESS Replacement Industry build and testin the new No response
Ifa segregated account structure was to be Release 2, to be operationalised atgo-live? Release 2, but operationalised ata later date? system after CHESS Replacement?
implementedinthe Australian cash market, should
itbe implemented (Selectone):

20% 5% 60% 15%

Insights

* On arareoccasion we might have a long error position that doesn’t clear same day, but will usually clear the following day,so by the time the long leg settles the holding will be needed for a sold
market obligation anyway.
It would double our processing for separation of only a few house trades.
Optionality may be required to support clients with varied business models and market regulation. It is understood the current model of intraday trust has previously met the Financial Stability

requirements.
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04 - Survey Results

Question 12 Question13

If ASX were to enable a house/clientaccountstructure for the holding of cash market positions, what Please provideany further comments or any other factors that should betaken into consideration if the
information or mechanismcould be used to allocate novated trades to segregated accounts? Australian cash market moved to a segregated accountstructure.

+  Asolutionshould supporta means for allocatinga tradeto the correct accounton trade registration o Significantchangerequired in clearing and settlement platforms to supporthouse/client
via enhanced allocation rules (based on details atpre-trade level provided by trading participant segregation
pre-trade and passed through by AMOs) to or re-allocation of a tradeto the correct accountviaa 0 Allow clients to be ableto be margined
new post-trade transactional workflow. . Limited number of participants thatneed to segregate house and client positions butchange will
. Inthe event one or more trades are allocated to the incorrectclearingaccount, participants should impactthe whole market
be ableto move a position onanaggregate basis. . Segregated accountstructures may increasethe cash market marginingrequirements of
. Additional technical changeshould beavoided to reduce additional costand reduce the industry's participants dueto reduced netting efficiency
and ASX's ability to deliver CHESS Replacement Release 2 on schedule. . A move to T+1 will further reduce riskto clients ina commingled accountstructure
. More detail is required on the features of a solution with house/clientsegregation. . Further clarityis requiredinthe number of payment facilities, number of funds obligationsand how

crossingswillbedetermined inasegregated accountstructure
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05 — Next Steps

ASX



05 — Business Design Document

>  ASXwill create a Business Design Document on Clearing Design for your review.
This will include information in relation to:

* Continuous netting of positions and net settlement obligations
* Position account structure

*  Process flow considerations

* Notifications

*  Access channels (Ul, 1S020022)

*  Non-functional considerations

* Any other considerations

> Industry feedback regarding House Client Segregation will be noted for further discussion or workshops as applicable.
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05 — Next Steps

> Review the draft Business Design Document when received in approximately 2 weeks and provide feedback to us within the required

timeframe.

> The Settlement Design BDWG will be held in May 2024.

> Please inform ASX of any changes to your nominated representatives to CHESSReplacement@asx.com.au

> Complete the feedback request that will be shared with you after this workshop.
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QUESTIONS?




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 refrainingto act in reliance on this
information.

© 2024 ASX Limited ABN 98 008 624 691
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