
 
 
22nd June 2018  

Office of General Counsel  
ASX Limited  
20 Bridge Street 
Sydney NSW 2000 
 

By email: regulatorypolicy@asx.com.au 
Attention: Cliff Richards 
 
 
Dear Cliff, 
 
SUBMISSION 
CHESS Replacement: New Scope and Implementation Plan Consultation Paper  
 

As one of Australia’s leading providers of securities registration services, Boardroom Pty Limited 
(“BoardRoom”) is clearly interested in the project to replace the existing CHESS platform. 

High Level Comments 

Before addressing some specific issues, we would make the following high level comments: 

 Business Council monitoring of CHESS Replacement Project.  The ASX Business 
Committee is convened by ASX Limited (ASX) under its Code of Practice.  The role of the 
Business Committee is, amongst other things, to provide: 

 input for consideration by ASX Management and the Boards of ASX Clear and ASX 
Settlement on the ongoing operation of cash equities clearing and settlement 
infrastructure and services provided by ASX. 

In fulfilling this role, the Business Committee monitors the progress of the CHESS 
Replacement project, with regular in-depth reports being presented at its meetings.  
However, while the Business Committee undertakes this oversight role, it does not contain 
any representation by issuers (or their agents, the share registrars). 

We believe this is a major deficiency that should be addressed as soon a practicable, thus 
ensuring decisions made in relation to the CHESS Replacement project give consideration 
to what is, the interests of a significant component of the securities market; 

 The Guiding principles for the replacement of CHESS contain, inter alia, the following 

Operate for the benefit of issuers and end investors 



 Provide issuers and end investors with greater control over, and enhanced 
confidence in, their market activities through timely, secure and simplified access to 
the register of holders (for issuers), financial assets (end investors) and associated 
information; and 

There are Operational efficiencies 

 Streamline functions and workflows, remove embedded paper-based processes and 
mitigate manual errors, and be effective and cost-efficient to operate, support and 
enhance. 

We would contend however, that some of the proposals contained in the Consultation Paper 
do not meet these objectives.  Conversely, the effect of some of the proposals if 
implemented, will be to introduce additional complexity and could impose additional cost on 
issuers. 

 There are solutions proposed to problems that are not enunciated nor is there any 
analysis of the cost v benefit of the proposal.  For example, at paragraph 2.2.3 it is 
proposed there be centralised data capture and storage of account information.  The 
rationale states this will allow better support of corporate actions and the provision of new 
investor services.  However, there is no commentary as to why this centralisation as 
compared to the current arrangements, will provide the suggested benefit nor how the costs 
associated with that type of centralisation would be recouped.  Further, given one of the 
guiding principles for the replacement of CHESS is to streamline functions, this proposal has 
the potential to duplicate the storage of this information. 

 Even where there is some discussion of the problem the solution is aiming to 
address, there is no discussion as to why what is proposed is the optimal solution.  
For a person who has not been involved in the discussions leading to the publication of the 
Consultation Paper without discussion of why what is proposed is the optimal outcome, it is 
not possible for a reasoned decision to be made. 

 There is no discussion of anticipated costs or which parties would bear those costs.  
The costs associated with the proposal should be a consideration in determining the Day 1 
requirements.  For example, there is an outline provided of the proposed transition plan to 
the new system.  However, there is no estimate of the cost of that transition; a cost that will 
be imposed on all market participants.   

Specific Comments 

Some of the considerations we contend need to be considered are below. 

 Paragraph 2.23 – Account Information - Centralised data capture and storage:- this 
proposal relies on there being an ability for the operator of the centralised data storage being 
authorised by each person whose data is being held, to provide data on their behalf.  That 
implies a contractual style of relationship between the person whose data is being stored 
and the holder of that information.  There is nothing in the information in relation to this 
proposal concerning how this relationship will be established 
 

 Paragraph 2.2.4 - Standardised registration details:- the explanation for this proposal 
indicates that the new system will support a standardisation of the format for holder 
registration details.  However, prior to commencement of CHESS there was a set of 
registration details standard; 
 



 
 

What is being outlined is a review of the existing standards and, by implication, enforcement 
of those standards.  This review is not dependant on the implementation of the new system.  
Indeed, ASX Compliance has previously looked at enforcing the standards that currently 
exist; 
 

 Paragraph 2.2.10 Pre-settlement – Single access point to validate SRN:- there is no 
exploration in relation to this proposal as to what the problem is.  There is an existing ability 
for a market settlement participant to use a CHESS message to seek the SRN of a client.  Is 
it being suggested the existing system is not working effectively?  If that is the case, there is 
nothing in the proposal that indicates why the solution proposed will address the problem; 
 

 Paragraph 2.2.16 Corporate Actions – Electronic elections for DRPs and BSPs:- unless 
it is made compulsory, the implementation of another channel for the provision of this 
information will add to the risk to issuers and their share registries, that already exists.  
However, making of the provision of this information via the proposed channel mandatory, 
will involve removal of choice currently available to investors. 
 
Referring that back to the guiding principles for the replacement of CHESS, this proposal 
would reduce the ability for investors to control rather than providing greater control. 
 

 Paragraph 2.2.18 Corporate Actions – Electronic payment for entitlement offers:- 
similar to the comments in relation to paragraph 2.2.16, implementation of this proposal add 
to the risks faced by share registries as well as having the potential to reduce, rather than 
enhance the choices available to investors; 
 

 Paragraph 2.2.21 Reporting – Electronic provision of holding statements and 
notifications: - implementation of this proposal will duplicate an existing service that is 
available through the issuers’ share registry.  Rather than setting up a duplicate service that 
would allow for the operator of the CHESS Replacement to store email address information 
and then despatch statements or notifications, it would be more appropriate for the operator 
of the CHESS Replacement to open the provision of CHESS monthly statement reporting, to 
provision by other providers. 

Yours sincerely 

 

Martin Jones  
Director/General Manager Risk and Compliance  
 
 


