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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 1A 

Topic Cash market clearing and settlement services - Operational performance 

Date 28 September 2018 

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

 

OVERVIEW 

 

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 
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 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. 

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 September 2018 quarter1, the average monthly system availability was 100.00% for CHESS.  The 
average monthly availability of CHESS has been 99.99% between November 2011 and August 2018.    

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 September 2018 quarter2, the average monthly system availability was 100.00% for the TAS.  The 
average monthly availability of the TAS has been 99.99% between November 2011 and August 2018 (which 
is the same as CHESS). 

                                                                        

1 Up to 31 August 2018 
2 Up to 31 August 2018 
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Reporting on clearing and settlement service performance  

The key metrics noted above on novation, netting efficiency and settlement efficiency for the September 
2018 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 

 September 2018 Quarter3 June 2018 Quarter March 2018 Quarter 

System Availability (CHESS) 100% 100% 99.95% 

System Availability (TAS) 100% 100% 100% 

Total Trades Accepted (ASX) 56,231,699 73,641,975 75,725,702 

Total Trades Rejected (ASX) 4 16 4 

Total Trades Accepted (Chi-X) 18,937,796 26,468,494 29,460,806 

Total Trades Rejected (Chi-X) 0 2 0 

Total Settlements (SSX) 0 0 0 

Total Value of Settlements (SSX) $0 $0 $0 

Total Settlements (NSX) 254 548 299 

Total Value of Settlements (NSX) $1,095,078 $2,471,014 $1,184,260 

Daily Average Traded Value (On and Off Market) $6.60 billion $6.64 billion $6.49 billion 

Daily Average Cleared Value $4.66 billion $4.71 billion $4.61 billion 

Percentage Novated 70.6% 70.9% 71.0% 

Daily Average Cleared Value Post-Netting $1.94 billion $1.93 billion $1.88 billion 

Netting Efficiency 58.4% 59.0% 59.2% 

Daily Average Settled Value (Including Non-
Novated) 

$9.98 billion $10.2 billion $9.8 billion 

Settlement Efficiency 99.96% 99.94% 99.88% 

                                                                        

3 Up to 31 August 2018 
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ATTACHMENT B – PERFORMANCE OF ASX’S CLEARING AND SETTLEMENT SERVICES FROM JUNE 2011 TO AUGUST 2018  
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 2A 

Topic Annual Cash Equities Clearing and Settlement  Reports  

Date 28 September 2018 

Purpose of this paper To provide the Business Committee with ASX’s annual compliance reports 
pursuant to the Regulatory Expectations. 

 

Compliance Reports 

The Regulatory Expectations for Conduct in Operating Cash Equity Clearing and Settlement Services in 
Australia (Regulatory Expectations) and ASX’s Code of Practice, require ASX to publish annually: 

 a cash equities clearing and settlement service developments report; and 

 a report prepared by an external auditor on ASX’s compliance with the Regulatory Expectations. 

Annual Cash Equities Clearing and Settlement Service Development Report 

In the Code of Practice, ASX committed to report annually on the cash equities clearing and settlement 
service developments and investment projects progressed during the year, and how the views of users were 
taken into consideration.   

This is the second report published since the Council of Financial Regulators released the Regulatory 
Expectations.  While the report is largely focused on ASX’s consultation with industry as part of the CHESS 
Replacement Project the report also sets out other service enhancements enacted in FY18. 

The annual cash equities clearing and settlement service developments report is provided in Attachment A. 

Annual External Regulatory Expectations Audit 

In the Regulatory Expectations, there is a requirement for ASX to commission an annual external audit by an 
independent assurance firm of its governance, pricing and access arrangements benchmarked against the 
Regulatory Expectations.  This is the second audit of ASX’s compliance with the Regulatory Expectations.   

The Regulatory Expectations indicate that the audit generally would not be required to form a judgement on 
more subjective matters, such as the promptness and efficiency of investments or the efficiency of prices. 
However, the auditors should: identify the relevant actions taken by ASX; provide assurance that policies and 
procedures in place are aligned with the Regulatory Expectations; and that ASX has conducted its operations 
in accordance with these policies and procedures. 

Audit Report 

ASX provided the Business Committee with the terms of reference for the audit at the July 2018 meeting, 
prior to engaging PwC. The terms of reference were unchanged from the initial audit. 

PwC undertook a reasonable assurance engagement in relation to ASX’s compliance with the Regulatory 
Expectations in accordance with the Australian Standard on Assurance Engagement 3100 – Compliance 
Engagements issued by AAASB.  PwC assessed ASX’s compliance with the Regulatory Expectations by 
reference to the compliance framework developed by ASX, which comprises the ASX Code of Practice and 
related policies and procedures. 
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The assurance report concluded that: 

In our opinion, ASX has complied, in all material respects, with the Regulatory Expectations as 
represented in the Compliance Framework for the year ended 30 June 2018.  

PwC sought feedback from Business Committee members on the operation and effectiveness of the 
Committee in providing a mechanism for user input into ASX’s governance arrangements.  Feedback relevant 
to ASX’s compliance with the Regulatory Expectations was tested by PwC and included in the scope of the 
audit.     

The auditor presented the results of the annual audit to ASX’s Clearing and Settlement Boards. 

The Assurance Report is provided in Attachment B. 

ATTACHMENTS

Attachment A – Cash Equity Clearing and Settlement Services Developments  

Attachment B – PwC Reasonable Assurance Report on ASX’s Compliance with the Regulatory Expectations 
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Cash Equity Clearing & Settlement Service Developments 

Annual Report 

September 2018 

Executive Summary 

This annual report has been prepared to explain the service developments and investment projects ASX has 
undertaken during the 12 month period to 30 June 2018 for cash equity clearing and settlement services. 

The most significant investment project – and the focus of ASX over the past 12 months – has been the 
project to replace the CHESS system and associated comprehensive consultation activities with stakeholders. 

This work has culminated in the plan to implement the replacement system based on Digital Asset’s (DA) 
distributed ledger technology (DLT).  

A number of business requirements and technical specification forums convened over the period, providing 
detailed and specific guidance on functionality requirements for the CHESS Replacement system.  ASX 
conducted an assessment of each of the requested business requirements to determine whether they will 
be included in the new system. In April 2018, ASX formally consulted with stakeholders on the Day 1 
functionality for the new system, system architecture, connectivity options, the draft plan for 
implementation of the new features, and the testing and transition arrangements. 

In parallel, a number of smaller but important service enhancements to core cash equity clearing and 
settlement services have been delivered during the period. These enhancements are outlined in Chapter 2, 
along with planned future enhancements summarised in Chapter 3. 

1. CHESS Replacement project

The successful delivery of the CHESS Replacement project requires ASX to complete several large streams of 
work.  Key streams of work which commenced, concluded or were ongoing in the reporting period include: 

A. Stakeholder engagement:

i. Comprehensive consultation with users on their business requirements for the system to replace
CHESS.

ii. Comprehensive consultation with users on the Day 1 functionality, system architecture,
connectivity options, the draft plan for implementation of the new features, and the testing and
transition arrangements.

B. Specification of the business processes, content and format of the global standard ISO 20022 messages
to replace proprietary CHESS messages.

C. A rigorous investigation on the suitability of DLT as a replacement to CHESS, and commencement of the
documentation of detailed functional and non-functional requirements for, and the development of, the
replacement system.

The key activities of each stream of work conducted during the reporting period are outlined in the following 
sections. 
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1.1  Stakeholder Engagement 

ASX continued with the comprehensive program for engagement with key stakeholders on the CHESS 
Replacement project established during the previous reporting period. The cash equity clearing and 
settlement service impacts many stakeholders either directly or indirectly, including issuers and their agents 
(share registries), investors (holders), market operators, participants, payment banks, system vendors, 
regulators, industry associations and representative groups.  

ASX has sought input from stakeholders in three key areas – business requirements for the replacement of 
CHESS, the scope and implementation plan for ‘Day 1’ go live, and on the adoption of the ISO 20022 
standard to replace CHESS proprietary messaging.  

Business Requirements Working Groups 

The CHESS Replacement Working Groups were convened on a fortnightly basis over a 6 month period from 3 
May 2017 to 1 November 2017 to specifically focus on business requirements. A broad cross-section of 
industry experts representing issuers, investors, participants, custodians, share registries and market 
operators actively participated in these workshops, from a core group of 27 organisations.  

In total, there were 13 working group meetings (five over the previous reporting period, and eight in the 
current reporting period), 10 pre-reading papers issued, 40 ‘functional’ business requirements identified and 
a further 5 ‘non-functional’ business requirements.   

Working group topics were derived from input and specific feedback related to the: 

 Consultation Paper 2016 – ASX’s Replacement of CHESS for Equity Post-Trade Services: Business
Requirements; and

 Supplementary Business Requirements Questionnaire - ASX Replacement of CHESS.

Organisations were requested to nominate one representative for each Working Group that had relevant 
subject matter expertise and authority to represent their organisation’s business requirements.  

ASX appointed Working Group members, set the agenda for, and chaired meetings for each Working Group. 
Working groups met for 2 hours on a fortnightly basis, with agendas and associated papers circulated to 
members at least one week prior to the relevant meeting. At the conclusion of each working group ASX 
provided a summary of the Working Group’s business requirement outputs and their relative priority. These 
summaries were provided to Working Group participants, regulators and the next scheduled Business 
Committee meeting.  

The table below shows, for each of the 6 working groups, the number of times the group convened, and the 
number of high-level business requirements produced.  

Name of working group Number of times met Number of high-level business 
requirements produced 

Account Structures and 
Participant Models  

2 (Both in previous reporting 
period) 

2 

Corporate Actions 5 (3 in previous reporting period, 
2 in current reporting period) 

15 

Transfers, Conversions and Data 
Migrations 

1 (in current reporting period) 4 

Settlement Enhancements 3 (all in current reporting period) 15 
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Data storage, Delivery and 
Reporting 

1 (in current reporting period) 4 

Non-Functional Requirements  1 (in current reporting period)  5 

ASX invited 29 organisations to prioritise the relative importance of the 40 functional business requirements 
through the completion of an online survey. ASX received responses from 26 organisations, and 
subsequently assessed each business requirement as having received a high, mid or low level of industry 
support, as below: 

 High level support – 10 business requirements  
 Mid level support – 15 business requirements  
 Low level support – 15 business requirements  

ASX then conducted an assessment of each business requirement, to determine whether and how it would 
be included in the CHESS Replacement system or otherwise. Not all of the 40 functional business 
requirements are confirmed as deliverables by CHESS Replacement.  A number of the requirements are 
being progressed by ASX outside of the CHESS Replacement project via Business-As-Usual activities (see 
section 3.1 below), and via a parallel project Corporate Actions Straight Through Processing Phase 2. ASX 
provided the results of its assessment in its April 2018 Consultation Paper.  

Business Committee 

The Business Committee is the key forum for ASX to engage with its cash equities clearing and settlement 
customers.  The committee is comprised of senior representatives from clearing and settlement participants, 
approved market operators and relevant industry organisations who are stakeholders in ASX’s cash equities 
clearing and settlement services.   

Meetings of the Business Committee are held quarterly, with more regular meetings convened during 2017 
to focus on CHESS Replacement.  The Business Committee met 4 times during the reporting period, on the 
following dates: 

 3 August 2017 
 11 October 2017  
 30 November 2017  
 28 March 2018 

ASX has provided updates to the Business Committee on the project progress, summaries of stakeholder 
engagement and key milestones, and the discussions and output from the working groups.  The Business 
Committee also receives reports and minutes from the ISO 20022 Technical Committee.   

All stakeholders are supportive of continued engagement with ASX. Business Committee papers and minutes 
are published on the ASX website. 

ISO 20022 Technical Committee 

The ISO 20022 Technical Committee was formed in late 2016 as a sub-committee of the Business 
Committee, providing a forum to engage with key stakeholders regarding the adoption of ISO 20022.   

Over the reporting period the ISO 20022 Technical Committee met 8 times.  

ASX has provided a dedicated section of the CHESS Replacement web page to the ISO 20022 work stream, 
which contains a number of resources including: 
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a. Technical Committee meeting and presentation information; 

b. A free eBook for users on ISO 20022; and 

c. A number of links to external SWIFT and ISO material.  

Approved Market Operators Working Group 

ASX formed an Approved Market Operators (AMO) working group in May 2017 to provide AMOs with a 
regular meeting to discuss their requirements for clearing, settlement and other services provided by ASX.  
Over the reporting period the working group met three times and remains available to meet at the request 
of AMOs.  

Quarterly Webinars 

ASX continued to provide quarterly updates on the CHESS Replacement project by webinar.  This approach 
was successful during the transition to T+2 Settlement as a way to reach a broad audience and provide the 
opportunity for the audience to ask questions of the presenters.  During the reporting period ASX presented 
4 quarterly webinar updates with average of over 160 attendees per webinar with international 
representation across Asia, Europe, United States of America and more.  Recordings of the webinars are 
available from the CHESS Replacement web page.  

DLT demonstrations 

The ‘acceler8’ demonstration suite is a custom built space at the ASX offices in Sydney, used by ASX to 
showcase the DLT prototype and explain the conceptual technology architecture. Over the reporting period 
ASX provided 38 demonstrations to over 200 attendees from more than 50 organisations (including 
participants, user groups and government organisations).  

Public Consultation 

On 27 April 2018, ASX released a public consultation paper “CHESS Replacement: New Scope and 
Implementation Plan” outlining the planned new features and timetable for the replacement of CHESS. The 
consultation sought feedback on the timing, testing and transition arrangements for the new system, and on 
the new business requirements captured in the plan. The consultation paper set out approximately 50 new 
business requirements which were identified through consultation with stakeholders – including via the 
working group process and other stakeholder input, as well as a set of non-functional business 
requirements. ASX provided an eight week consultation period, and received a total of 41 submissions (21 
non-confidential submissions, and 20 confidential submissions). ASX responded to the market in a document 
released on 4 September 2018.  

Issuer Roundtables and information sessions 

ASX conducted two series of roundtables with issuers in November 2017 and February 2018. The 
roundtables were held via face to face meetings in Perth, Sydney and Melbourne, with a total of 72 
companies representing over $800 billion1 (or over one third) of total Australian listed market capitalisation 
in attendance. The purpose of the roundtables was to engage issuers on their business requirements for 
CHESS Replacement.  The meetings validated business requirements captured from the industry working 
groups specific to or which would impact issuers, and also confirmed ASX had not missed any business 
requirements. 

                                                                                                     

1market capitalisation data as at 19 April 2018 
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ASX has also provided information to issuers via a number of other forums, including the ASX hosted Issuer 
Roadshow held on 5 April 2018 with over 150 registered attendees and the Governance Institute of 
Australia’s Listed Companies Discussion Group forum held on 28 May 2018. 

Focused working groups 

Focused working groups have also been held with key stakeholders including custodians and 
institutional/retail brokers, with the purpose of seeking further information to validate business 
requirements.    

CHESS Replacement web page 

ASX has provided comprehensive information regarding the CHESS Replacement project on a dedicated web 
page on the asx.com.au website.  This information is updated regularly, including Frequently Asked 
Questions and contact information. ASX also has a dedicated email address for enquiries regarding the 
project. 

1.2  Adoption of ISO 20022 

ASX commenced detailed work regarding the adoption of ISO 20022 in 2016.  ASX engaged SWIFT, as the 
registration authority for ISO 20022, to assist with the adoption of the message standard and obtain input on 
the learnings from other similar projects including: T2S in Europe; the NPP in Australia; and other market 
infrastructure projects undertaken in the Asian region.  ASX engaged SWIFT standards consultants from 
September 2016 through to March 2018 to undertake a high level gap analysis between CHESS External 
Interface Specification (EIS) and ISO 20022, followed by detailed mapping of current CHESS EIS (‘as-is’) to ISO 
20022. This work formed a good basis for ASX’s work since March 2018 to finalise the proposed ISO 20022 
messages for CHESS Replacement, aligned with the Day 1 functional scope of the new system.   This work 
will continue through for at least the next 12 months. In consultation with the ISO 20022 Technical 
Committee, ASX’s approach to the transition to ISO 20022 messaging has incorporated, to the extent 
possible, a number of best practice principles.  As a Market Infrastructure and representative of the 
Australian post trade market ASX has also sought participation in global ISO 20022 evaluation groups that 
regularly review proposed changes to the ISO 20022 suite of messages.   

1.3  Technology Assessment and Build 

On 7 December 2017, ASX announced its intention to replace CHESS using DLT developed by ASX’s 
technology partner DA. This decision followed the successful build of enterprise-grade DLT software for core 
equity clearing and settlement functions, and the completion of extensive suitability testing by ASX and DA 
during 2016 and 2017. The testing confirmed ASX’s confidence in the functional, capacity, security and 
resilience capability of DA’s application of DLT to meet the needs of Australia’s financial marketplace and to 
maintain the highest regulatory and operational standards. The testing included two independent third-
party security reviews of DA’s technology.  

ASX also assessed the Digital Asset Modelling Language (DAML) – an advanced smart contract programming 
language, and the software development kit (SDK) that will enable customers and their software vendors to 
independently develop applications on top of the platform provided by ASX.  

As is provided today, and reinforced in consultation responses, ASX recognises that users of the CHESS 
replacement system will require flexibility as to how they connect. In ASX’s April 2018 Consultation Paper, 
ASX outlined the various connectivity options for the new system, including direct integration via a DLT 
‘node’ or message based interaction using the global ISO 20022 standard. ASX will convene a Connectivity 
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and Integration Working Group in September 2018, to assist users in understanding their connectivity 
options.  

2. Other service enhancements 

During the reporting period ASX has progressed a number of incremental enhancements to CHESS or 
associated processes and reports. The key enhancements related to core clearing and settlement services2 
are summarised below.  

2.1 Enhancement 1 - ISIN Standardisation 

ASX completed a system upgrade to CHESS in February 2018 to allow for the standardisation of International 
Securities Identification Number (ISIN) information.  This is part of a broader project progressed by ASX to 
ensure adherence to the Association of National Numbering Agencies (ANNA) coding standards for ISIN, 
Legal Entity Identifier (LEI), Classification of Financial Instrument (CFI), and Financial Instrument Short Name 
(FISN).  

Technical and business go-live occurred on 5 February 2018, and the impact on CHESS and its users is 
confined to the ISIN. ASX (as the National Numbering Agency for Australia) introduced a new ISIN format (i.e. 
the content of an ISIN field) applicable to new financial instruments and cash market deferred settlement 
trading codes associated with certain corporate actions issued on or after 5 February 2018.  The change did 
not apply to existing ISINs other than for those entities that underwent an issuer code change, or change in 
domicile to Australia. The new format no longer includes the ASX code (security code), and continues to 
comply with International Organisation for Standardisation (ISO) ISIN standard 6166.  The ISIN for each 
financial instrument is included in various ASX data products and CHESS messages as an informational data 
item. CHESS users were not impacted by the system upgrade, and were not required to perform any testing 
or technical changes.  ASX customers were required to check their own systems and processes for the usage 
of ISIN to ensure the new format can be accommodated. 

ASX consulted with the market on the abovementioned changes, including a consultation paper released on 
16 September 2013, entitled International Securities Identification Numbers: Removing the ASX Code which 
proposed changes to the methodology for allocating ISINs issued by ASX over listed equity and other 
products, through its role as National Numbering Agency for Australia.  

ASX received a total of three written submissions to the consultation, including two confidential 
submissions.  

All respondents were of the view that the new methodology proposed should not have a material impact to 
their internal operations, systems and development effort required to meet the change. Consultation 
feedback also suggested that an appropriate period, such as six months prior notification, should be 
provided before the change was affected. Accordingly, ASX agreed that a six month notification period is 
appropriate and reasonable. 

On 13 September 2017 ASX advised the market of a Q1 2018 target implementation period and provided an 
overview of the scope of the change and the impact on ASX market information products. 

2.2 Enhancement 2 – MiFID II changes   

One of the key drivers for the implementation of the ISIN change (Enhancement 1, above) was to prevent 
duplication of ISINs in the market. Another key driver was to assist financial firms in meeting their MiFID II 
regulatory obligations. ASX, in its capacity as Australia’s National Numbering Agency, is responsible for 
                                                                                                     

2 Excluding the ASX mFund service. 
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generating global ISO identifiers for the Australian products. Although MiFID II is a regulatory framework of 
the European Union (EU) legislation, Australian entities can be impacted directly by virtue of having a 
licensed branch in the EU, and indirectly through dealing with European Economic Area parties, products 
and venues.   

Effective 5 February 2018, in conjunction with the implementation of the new ISIN format, ASX in its capacity 
as National Numbering Agency for Australia began allocating a CFI and FISN code identifier to all financial 
products for which it allocates as ISIN. ASX now reports those ISIN, CFI and FISN identifiers to ANNA. This will 
assist global firms (including a number of ASX’s clearing and settlement participants) with compliance 
relating to MiFID II and dealings with transaction reporting requirements and surveillance.  

2.3 Enhancement 3 – Trade Acceptance Service Settlement Date Change Request  

The Trade Acceptance Service (TAS) provides an AMO with non-discriminatory access to clearing and 
settlement arrangements provided by ASX Clear and ASX Settlement.  The service supports transactions in 
any CHESS-eligible financial product executed on the market of an AMO being cleared and settled on an 
equivalent basis to transactions effected through ASX’s cash market.  

The participants of an AMO using the TAS requested that the AMO offer the ability to specify the settlement 
date on off-exchange trade reports as this is a facility they currently utilise in their trading activities on the 
ASX market.  

This was considered high priority by the AMO as the lack of such a capability acts as a significant impediment 
to market participants.  

ASX was requested to change the current CHESS 'Trade Registration Request' message (161-02) to include a 
'Settlement Date' field. The request applied only to the 161-02 messages reporting trades through the 
AMO’s Trade Report Facility. The changes were implemented by ASX in December 2017 and are available for 
use.  

2.4 Enhancement 4 - Retain User Identification Code for Change of Share Registry  

In July 2017 ASX made a change to allow an issuer to retain the same User Identification Code (UIC) when it 
changed from one share registry provider to another share registry provider. Prior to the change, a new UIC 
was created for new issuers and when an issuer changes share registry provider. The change enables issuers 
to move between share registries with greater ease, decreases system risk and has reduced ASX processing 
time for a change of share registry.   

This change had been identified by ASX Operations as a desirable enhancement in order to improve 
efficiencies in the process.  Share registry users were notified of the change.  

2.5 Enhancement 5 – AMO Operational Procedures  

ASX and the AMOs have mutually agreed Operational Procedures for the maintenance of issuers and their 
products to allow for the provision of clearing and settlement services by ASX to the AMOs. ASX regularly 
reviews the Operational Procedures for AMOs and liaises bilaterally with AMOs on any proposed changes, or 
in turn reviews any operational change requests received from AMOs.  

Changes to the procedures drafted and negotiated during the previous review period took effect in August 
2017. Refer to the previous report for further details. 
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ASX has made further enhancements to the procedures, most recently to convert forms previously included 
as Appendices to the procedures to a fillable PDF form format available via a new public ASX Online web 
page. ASX advised AMO of the changes on 6 June 2018.  

2.6 Other enhancements 

During the report period ASX has delivered a number of enhancements internal to ASX to improve its own 
operational and regulatory processes and reporting capabilities. 

3. Future planned enhancements  

ASX publishes a quarterly Market Notice to advise of technology upgrade releases planned for the next 6 to 
12 months across the various customer facing platforms, including CHESS.  The known future enhancements 
planned for core clearing and settlement functionality in CHESS3, including material rule amendments being 
considered by ASX that will affect processes for core cash equity clearing and settlement services, are 
outlined below.   

3.1 CHESS Replacement business requirements being progressed as business-as-usual service 
enhancements  

Two business requirements identified by the CHESS Replacement Business Requirements Working Groups 
are being progressed by ASX outside of the CHESS Replacement project, as Business-As-Usual processes, as 
neither are dependent on the new system. Subject to feedback received as part of consultation on the 
requirements, including the Consultation Paper “Transfers to the CHESS Subregister” released 13 July 2018, 
and subject to the necessary regulatory clearances, ASX considers that both business requirements are 
deliverable prior to go-live of the CHESS Replacement system.  The two enhancements are outlined below.  

3.1.1 Transfers between sub-registers – Custodian off-market transfers 

ASX is considering removing the requirement under the ASX Settlement Operating Rules for settlement 
participants that are not ASX trading participants (“settlement-only participants”), to receive and provide to 
the issuer a transfer document signed by, or on behalf of, the holder (registrable transfer document) for the 
transfer of an issuer sponsored holding to a CHESS holding controlled by the settlement participant.  

Transfers involving settlement participants that are also ASX trading participants are not subject to this 
requirement. This is due to the absence of protections for holders under the National Guarantee Fund (NGF) 
in respect of an unauthorised transfer by a settlement-only participant. 

ASX proposes that this change would be contingent on also amending the ASX Settlement Operating Rules to 
extend existing measures (which currently only apply to settlement participants that are also ASX trading 
participants) to settlement-only participants. These measures include:  

 the warranty in favour of issuers that the holder has authorised the transfer; and  
 the requirement to carry out additional checks that the relevant financial products were deducted from 

the correct issuer sponsored holding and to undertake rectification steps if this is not the case.  

This enhancement will streamline the process giving effect to transfers and align the treatment of 
settlement participants irrespective of whether they are also trading participants.  

                                                                                                     

3 Excluding the ASX mFund service. 
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ASX has received support for this enhancement through the CHESS Replacement Settlement Enhancements 
Working Group convened as part of the CHESS replacement consultation process to elicit input on business 
requirements, and also separately from issuers and their share registries.  

On 13 July 2018 ASX released a consultation paper “Transfers to the CHESS Subregister”, seeking feedback 
from stakeholders in respect of the proposal, including whether they consider the proposed amendments 
will adversely impact on holder protections and any additional issues not identified in this paper that should 
be considered by ASX. The close date for submissions was 10 August 2018. ASX is currently assessing the 
consultation feedback and its response to that feedback. 

3.1.2 Corporate actions – takeover offer  

Members of the CHESS Replacement Corporate Actions Working Group requested that the existing process 
for acceptance of an off-market takeover offer (in respect of CHESS holdings) be enhanced to ensure the 
timely actioning by sponsoring participants of any participant bidder initiated acceptance messages (i.e. 
where the holder’s takeover acceptance instructions were sent directly to the bidder, not the sponsoring 
participant for the CHESS holding). This is on the basis that it would assist to reduce the risk of an entitled 
holder missing the takeover offer.  

The amendments being considered for this business requirement include an additional requirement on 
sponsoring participants to seek the relevant holder’s instructions when receiving a participant bidder 
initiated acceptance message so as to be able to promptly respond and an indemnity to the bidder and 
holder against losses resulting from the sponsoring participant neither accepting or rejecting a participant 
bidder initiated message within 1 business day.  

3.2 Removal of Registered Holder Collateral Cover Authorisation (RHCCA) Form for client accounts from 
the ASX Clear Operating Rules Procedures 

Proposed amendments to facilitate third party security interest over collateral and excess cash  

On 3 April 2018, ASX released a consultation paper, “ASX Clear: Removal of Registered Holder Collateral 

Cover Authorisation Form”. The paper sought feedback from Participants on ASX’s proposals to:  

 remove the Registered Holder Collateral Cover Authorisation form for client accounts (RHCCA form) 
from the ASX Clear Operating Rules Procedures. ASX intends to replace the RHCCA form with 
amendments to the ASX Settlement Operating Rules and ASX Clear Operating Rules and Procedures 
that preserve ASX Clear’s interest in, and rights to use and dispose of, CHESS securities lodged as 
collateral for clients trading options market contracts. Market feedback has indicated that the current 
process is inefficient; and  

 enable a third party to take a security interest over collateral and excess cash where the parties to the 
security interest agree between themselves in writing that ASX Clear’s security interest has priority. This 
will be facilitated via minor amendments to the ASX Clear Operating Rules and Procedures.  

ASX received six (6) submissions, five (5) of which were supportive of the proposed amendments. In 
response to feedback received, ASX made minor amendments to its proposed rules framework. On 6 
September 2018, ASX formally lodged the rule amendments with ASIC and shortly thereafter released its 
response to the consultation paper. The effective date of the final rule and procedure amendments is 1 
March 2019.   

 

Agenda Item 2A - Attachment A



Agenda Item 2A - Attachment B



Agenda Item 2A - Attachment B



Agenda Item 2A - Attachment B



Agenda Item
 2A - Attachm

ent B
Agenda Item 2A - Attachment B



Agenda Item
 2A - Attachm

ent B
Agenda Item 2A - Attachment B



Agenda Item
 2A - Attachm

ent B
Agenda Item 2A - Attachment B



1/2 

BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 3A 

Topic CHESS Replacement – Program Update 

Date 28 September 2018 

Purpose of this paper Members will be provided with a program update including ASX’s formal 
response to the feedback received on ‘CHESS Replacement: New Scope and 
Implementation Plan’ consultation paper  

OVERVIEW 

The CHESS replacement program continues to gather pace and is tracking to plan with new resources being 
added and work underway for the delivery of the first tranche of customer technical documentation in 
December 2018.   

ASX released its response to the public consultation on ‘CHESS Replacement: New Scope and Implementation 
Plan’ on 4 September 2018.  The paper provided a summary of the responses received and detailed the 
changes ASX has made to the scope and implementation plan as a result of industry feedback.  This included 
lightening the Day 1 scope and extending the earliest commencement date for the new system by six months, 
to March or April 2021.  These changes were made in response to stakeholder feedback. 

Program Update 

Software development continues by both Digital Asset (DA) and ASX to build and test the solution in readiness 
for customers to begin development by connecting to the Customer Development Environment (CDE) in April 
2019.   Delivery of the first tranche of customer technical documentation to facilitate users’ development and 
testing also remains on track for December 2018.    

In parallel, solution design and development work continues on the new Day 1 scope items.  This work has 
been strengthened with the appointment of two new subject matter experts (SMEs) who complement the 
existing team by bringing with them a strong custodial and institutional broking background.  

Katie McDermott, General Manager, Equity Post Trade, has been appointed the lead on the CHESS 
replacement project, reporting to Cliff Richards.    

The ISO 20022 work to map all the equivalent ‘as-is’ messages to a consolidated set of messages is now 
complete.  The consolidated target ‘to-be’ message mapping state is in progress.  See agenda item 3b for 
further details.   

ASX hosted several full days of DAML SDK (Digital Asset Modelling Language – Software Development Kit) 
training in July and August.  The training has now been attended by eight clearing and settlement participants 
and four vendors.  This training will continue to be made available for clearing and settlement participants and 
their back-office system vendors where there is demand.  

ASX’s response to feedback received on ‘CHESS Replacement: New Scope and Implementation Plan’ 
consultation paper 

ASX provided its response to industry feedback on the consultation paper, ‘CHESS Replacement: New Scope 
and Implementation Plan’ on 4 September 2018.  The paper sought industry feedback on the new and 
enhanced business functionality proposed for the new equity clearing and settlement system; some 
redundant services that would be decommissioned; the draft plan for implementation of the new system; and 
the testing and transition arrangements. The paper also described the system’s high-level technology 
architecture for the DLT-based model and connectivity options. 
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In total, ASX received 41 written submissions, many of which were detailed and extended beyond the scope 
of the specific questions asked.     

ASX’s response to consultation feedback included a summary of the responses received and detailed the 
specific changes ASX has made to both the Day 1 scope and timeline.  This included revising the earliest 
commencement date for the new system to March or April 2021 (rather than 4th quarter 2020). The revised 
timeline affords users additional time for software development and testing.  

ASX continues to develop the material required by participants to continue their project planning to interface 
to the replacement solution. This material will be made available through a number of mediums such as the 
working and focus groups outlined in the responses paper.   

Additional Stakeholder Engagement  

ASX’s response to consultation feedback outlined a forward work plan for key stakeholder activities including 
focus groups (on some new requirements), and the two new working groups to be convened, the Connectivity 
and Integration working group and the Implementation and Transition working group.  Both working groups 
will also be supplemented with dedicated focus groups where there is a need to drill down on detail for specific 
matters such as the clean-up of dormant CHESS holders. 

ASX can now confirm the Connectivity and Integration working group will convene in October. It will follow 
the next webinar that has been scheduled for 3 October 2018, where a broad range of interested parties will 
be invited to register.  This webinar will provide a general update on the project and provide additional detail 
on the technology solution including the different connectivity options.  This webinar will seek to level-set the 
industry’s understanding on the overall technology architecture with the aim of ensuring a common 
understanding on some key design principles.  This will then lay the foundation for drilling down into more 
detail in subsequent webinars and working group meetings. 

To this end, a second webinar is planned for 10 October 2018, which will be specifically targeted to clearing 
and settlement participants and vendors.  It will focus on providing additional information on what it means 
to take a node and the features for reporting this connectivity option provides.   

The purpose of both webinars is to provide the relevant information to the right group of stakeholders on the 
different connectivity options.  This will help users to determine where they want to invest time to drill down 
into further detail as the Connectivity and Integration working group proceeds on the specific options in 
classroom style meetings.  The meetings are envisioned to allow the right group of people to come together 
in a room to facilitate an interactive discussion.  In contrast, the webinars are seeking to address as many of 
the common and unanswered questions with as many stakeholders as possible and therefore by design, are 
less interactive. 

In parallel, focus groups on some new features will convene in October.  The first session will focus on account 
structures and hierarchy, and holder registration details.  This will be followed by focus groups in November 
on settlement instruction related new features including bilateral transaction matching, linking and settlement 
locks.   
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 3B 

Topic ISO 20022 Technical Committee Report and Minutes 

Date 28 September 2018 

Purpose of this paper To provide Business Committee members with a copy of the report and 
minutes from recent meetings of the ISO 20022 Technical Committee. 

OVERVIEW 

The ISO 20022 Technical Committee met on 26 June, 31 July 2018 and 4 September 2018.  A copy of the 
Technical Committee’s report and minutes for the first two of those meetings are attached.   

A verbal update on the third meeting will be provided at the meeting. 

The Forward Work Plan for the ISO 20022 Technical Committee is provided in Attachment D. 

 

ATTACHMENTS 

Attachment A – ISO 20022 Technical Committee Reports - 26 June and 31 July meetings 

Attachment B - ISO 20022 Technical Committee Minutes - 26 June meeting 

Attachment C - ISO 20022 Technical Committee Minutes - 31 July meeting 

Attachment D - ISO 20022 Technical Committee Forward Work Plan 
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ISO 20022 Technical Committee Report to 
the Business Committee  
 

 
 

This report provides an overview of two ISO 20022 Technical Committee meetings held on 26 June and 31 
July 2018, and a summary of the agenda for the 4 September 2018 meeting. 

ISO 20022 TECHNICAL COMMITTEE MEETING 26 JUNE 2018 

The Technical Committee met on 26 June 2018 in Sydney.  

MEETING AGENDA (NON STANDARD ITEMS) 

Business and Technical Matters For Consideration: 

 Review feedback on draft published messages - netting 

 Further review of Notified Broker to Broker Trade ‘to-be’ messaging 

 Registration details – further discussion 

 Creation of account (HIN) 

 More information on sample xml considerations 

 Review of ‘to-be’ messaging – sett_101, sett_104 

KEY ISSUES DISCUSSED 

 The Chair reviewed open action items from the previous meeting, and noted that: 

‒ One open action item remained on hold; 
‒ One open action item was closed; and 
‒ Three open action items remain open.  

 The committee members were provided with an update on the CHESS Replacement project, focused on 
ASX’s initial analysis of responses to the public consultation which closed on 22 June. ASX noted that 
next steps include preparation of a public response, kicking off the Connectivity and Integration working 
group and a number of focused working groups.  

 ASX noted that Digital Asset would commence training on the DAML Software Development Kit (SDK) 
from July, and that a link to register with Digital Asset for the DAML SDK is available on ASX’s CHESS 
Replacement website.  

 As part of the ISO 20022 project update, ASX confirmed that the ISO team had been working on various 
topics alongside the requirements stream, including trade registration, netting, unnetting, account 
management, party roles and continued work on registration details. ASX seized an opportunity to 
submit a change request to the ISO 20022 registration authority in early June, regarding addition of 
Business Date in the Business Application Header (BAH). The request was acknowledged and the next 
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step was to wait for the process of review. The committee endorsed ASX’s recommendation that ‘to-be’ 
mapping continue on the assumption that the change request would be approved.  

 The ASX analysts presented a number of ASX updates and recommendations to the committee with
regard to the matters for consideration.

‒ ASX played back key points of feedback on the published draft ‘to-be’ netting messages.
‒ ASX requested member input on the ASX recommendation to use coordinated universal time (UTC)

for Transaction Date Time in the sett_101 (equivalent to EIS 164) message.  
‒ ASX presented more information on its review of registration details – focused on name, address and 

designation, including typical usage, use of abbreviations and breaches of existing standards. ASX 
was carefully considering how new standards would be applied in CHESS Replacement and 
appreciated the impact this might have on stakeholders. This was a priority item for the project. 
Share registry members offered to review their own data to ascertain statistics around abbreviations, 
ampersand usage etc. Questions were asked around the size of the problem (the extent of 
inconsistencies in current registration details) and the need to give consideration to the envelope 
window size used by mailing houses.  

‒ ASX provided an overview of account (HIN) creation usage guidelines, noting the guidelines were still 
in draft.  

‒ ASX provided an overview of sample xml document considerations, in the context of ASX starting to 
provide sample xml messages together with published draft ‘to-be’ usage guidelines. The Chair noted 
that a SWIFT representative would provide an overview of the SWIFT MyStandards Readiness Portal 
tool at the next meeting.  

‒ ASX provided an overview of the two draft usage guidelines to be published in MyStandards for 
review by committee members. ASX noted it would provide sample xml and code list. 

AGREED ACTIONS 

One additional action item was raised at the meeting, with four outstanding action item noted.  The action 
items are detailed in full in the Minutes from the meeting.  Minutes from the meeting are attached. 
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ISO 20022 TECHNICAL COMMITTEE MEETING 31 JULY 2018 

The Technical Committee met on 31 July 2018 in Melbourne.  

MEETING AGENDA (NON STANDARD ITEMS) 

Business and Technical Matters For Consideration: 

 MyStandards Community – ‘to-be’ usage guidelines feedback  

 Account management update – consolidation  

 Overview of Technical Documentation  

 Overview of SWIFT MyStandards Readiness Portal  

KEY ISSUES DISCUSSED 

 The Chair noted that of five open action items, two actions remained open, two had been closed, and 
one action item remained on hold.  

 The committee members were provided with an update on the CHESS Replacement project, centred 
around the key themes and questions arising from the 41 submissions ASX received to its consultation 
on the new scope and implementation timeline. Members questioned whether they would have 
opportunities for further feedback, and it was confirmed that this would be the case. ASX advised its 
response to consultation would be available in the next 3 to 4 weeks, and would answer questions for 
which ASX currently had answers, and that ASX would otherwise continue work, including industry 
representatives where needed. 

 As part of the ISO 20022 project update, ASX noted the questionnaire sent to members regarding the 
current EIS 164 message and ASX proposed changes. Some responses had been received and ASX 
requested other members to respond prior to the next meeting to enable ASX to provide a summary and 
outcomes. ASX provided an update from the 30 July Securities Evaluation Group meeting, which was 
focused on change requests proposed for standards release 2019. ASX committed to providing members 
the details of where they could find further information on change requests and the release. In relation 
to ASX’s change request to the ISO 20022 registration authority for the Business Application Header 
(BAH), ASX updated members that SWIFT had confirmed the change request would be reviewed by the 
Technical Support Group (TSG).  

 ASX provided an update from the last Business Committee meeting held on 5 July, a meeting which was 
largely aligned to the project update provided to members regarding responses to the CHESS 
Replacement consultation paper. Another agenda item for the meeting was an update on the Corporate 
Actions STP project, for which ASX would form a working group. Members of the technical committee 
had a number of questions regarding the STP project and composition of the working group, and ASX 
committed to providing more information regarding the project.  

 ASX provided an overview of account management update process and that a number of existing EIS 
messages would be consolidated to a single equivalent ISO 20022 message. This would also assist with 
achieving straight through processing of updates.  ASX provided an overview of the Technical 
Documentation to be developed and released by ASX for the CHESS Replacement project; generally 
three months ahead of technical releases with the first release in December 2018. Updates will be 
broadcast and shared with relevant stakeholders, and will allow stakeholders to commence early 
development and testing of message formats through the SWIFT MyStandards Readiness Portal. ASX was 
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currently assessing the possible platforms to host the documentation, and would showcase the platform 
to stakeholders ahead of the first release.  

 A SWIFT standards consultant provided an overview and live demonstration of the SWIFT MyStandards 
Readiness Portal, an online tool which will allow members to format test their own developed messages 
against the ASX published message specifications. ASX confirmed the Readiness Portal would be 
available at the same time as the December release of Technical Documentation.  

AGREED ACTIONS 

Five additional action items were raised at the meeting, with a total of eight outstanding action items 
noted. The action items are detailed in full in the Minutes from the meeting. Minutes from the meeting are 
attached. 

ISO 20022 TECHNICAL COMMITTEE MEETING 4 SEPTEMBER 2018 - Sydney 

The agenda for the 4 September 2018 meeting included the following matters for consideration.  A detailed 
report and minutes from the 4 September meeting will be provided at the next Business Committee 
meeting. 

MEETING AGENDA (NON STANDARD ITEMS) 

Business and Technical Matters For Consideration: 

 Security holding locks  

 Unilateral and bilateral demand transfer 

 Usage guideline annotation standard 

 Review feedback on questions for EIS 164/sett_101, next steps 

 Review of ‘to-be’ messaging to be shared with members for comment 
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Attachment B: Technical Committee on ISO 20022 Forward Work Plan (matters for consideration @ September 2018) 

 

 

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 September 2018. 

6 February 2018 

(Sydney) 

 Member survey 
feedback 

 SWIFT standards 
update 

 Securities and cash 
movements 

 Simplify status 
messages 

 ISO 20022 mapping 
feedback 

 

 
 
 
 

17 April 2018 

(Melbourne) 

 Consultation Paper 
overview, plan ahead 

 Review ‘as-is’ mapping - 
change profile 

 Publication of ‘as-is’ 
collection 

 Overview of key changes 
for the ‘to-be’ collection 

 Case study – consolidated 
netting messages 

 ‘To-be’ collections and 
message naming 
convention 

 BAH elements 

 

22 May 2018 

(Sydney) 

 ISO 20022 integration options 

 Review of Notified Broker to Broker 
Trade ‘to-be’ messaging 

 Registration details – ‘to-be’ format 

Transaction Id – allowable character 
set 

Business Application Header (BAH) 
– ‘to-be’ format 

Data Source Scheme with ASX 
External code lists  

 Use of BIC as Party Identifier – 
adoption considerations 

Review of Netting ‘to-be’ messaging 

 

26 June 2018 

(Sydney) 

Review feedback on Netting 
‘to-be’ messaging 

 Further review of Notified 
Broker to Broker Trade ‘to-
be’ message 

 Registration details – 
further details 

 Creation of account (HIN) 

More information on sample 
xml considerations 

Review of ‘to-be’ messaging 

 

 

 

31 July 2018 

(Melbourne) 

Consultation Paper 
responses 

Review feedback on ‘to-
be’ messaging  

Account  Management 
Update - consolidation 
 

Overview of Technical 
Documentation  

Overview of SWIFT 
MyStandards Readiness 
Portal 

 

  

4 September 2018 

(Sydney) 

 ASX Consultation 
response 

 Security holding locks 

 Unilateral and Bilateral 
demand transfer 

 Usage guideline 
annotation standard 

 Review feedback on 
EIS 164/sett_101 
questions 

 Review of ‘to-be’ 
messaging 

 

9 October 2018 

(Melbourne) 

 Review feedback on 
‘to-be’ messaging  

 Unilateral and bilateral 
scheduled settlement 
message flow 

 Party’s own and 
counterparty 
identification: BIC/UIC 

 Technical and 
Business reject 
message flow 

 

27 November 2018 

(Sydney) 

 Topics dependent on ASX 
project plan; detailed ‘to-
be’ mapping 

 Review feedback on ‘to-be’ 
messaging  

 Account management 

 

 

 
 
 
 
 

2019 

 Topics dependent on 
ASX project plan; detailed 
‘to-be’ mapping 

 

 

 

2019 

Topics dependent on 
ASX project plan; 
detailed ‘to-be’ mapping 

 

  



 

 
 

1/1 

BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 4A 

Topic Minutes from 5 July 2018 Business Committee Meeting 

Date 28 September 2018 

Purpose of this paper To provide Business Committee members with the minutes and Business 
Committee report to the ASX Boards from the 5 July 2018 meeting. 

OVERVIEW 

Draft minutes and the draft report to the Boards of ASX Clear and ASX Settlement from the 5 July 2018 
Business Committee meeting were emailed to all members of the Business Committee on 1 August 2018 for 
comment.  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 5 July 2018 Meeting. 
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Business Committee Report to the 
Boards of ASX Clear and ASX Settlement  
Business Committee Meeting  

 

 

At its 5 July 2018 meeting, the Business Committee was updated on the:  

 operating performance of CHESS for the June Quarter 2018 to date; 

 two events that impacted participants and market operations; 

 the upcoming external audit of ASX’s compliance with CFR’s regulatory expectations; 

 progress with the CHESS replacement project;  

 Corporate Action STP Phase 2 project; and  

 Technical Committee’s progress in mapping CHESS messages to the ISO 20022 standards. 

KEY ISSUES DISCUSSED 

The Committee was provided with a project update and a high level summary of the feedback received to the CHESS 
replacement consultation paper, in advance of ASX’s formal response. It was noted that the Business Committee and 
the Technical Committee on ISO 20022 would meet regularly during the next twelve months and two new working 
groups would be established to assist over the life of the project covering connectivity and integration and 
implementation and transition.  

An update on two market events was provided: the accidental activation of the gas fire suppression system at ALC and 
the Unibail-Rodamco (URW) acquisition of Westfield Corporation (WFD). Learnings in relation to communication 
around these events were discussed.  

 

Agreed Actions  

None 

 

Minutes from the meeting are attached. 
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Minutes  
Business Committee Meeting 

 

 

Date 5 July 2018 Time 12:00pm – 2:00pm 

Location ASX Offices – Level 1, 20 Bridge Street, Sydney   

 

1.  Service Performance 

a) Cash Market Clearing and Settlement - Operating Performance 

b) Market Events (verbal update)  

 Accidental Activation of Gas Fire Suppression System at ALC 
 Unibail-Rodamco (URW) acquisition of Westfield Corporation (WFD) 

2.  Regulatory Expectations 

a) Regulatory Expectations – External Audit  

 

3.  CHESS Replacement Project 

a) CHESS Replacement  

b) Corporate Action STP Phase 2 Update 

c) ISO 20022 Technical Committee Report and Minutes   

4.  Administration  

a) Minutes from the 28 March 2018 Business Committee Meeting 

b) Forward work program  

c) Other matters  

5.  Next Meeting -  19 September 2018 
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Business Committee Members 

Company Name Job Title Apologies 

ABN AMRO Clearing Barry Parker  Chief Executive Officer  

ACSA Rob Brown Chief Executive Officer  

AFMA Tracey Lyons (delegate) Head of Policy David Lynch 

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

Peter Mullin 

ASX Peter  Hiom Business Committee Chair, Deputy CEO  

Bank of America 
Merrill Lynch  

Rhys Cahill Global Markets COO  Rhys Cahill 

Bell Potter Securities Dean Surkitt Managing Director Retail By Phone  

BNP Paribas David Braga Head of Securities Services  

Chi-X Australia Mike Aikins  Chief Operating Officer   

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

 

CBA Sheridan Thompson Head of Strategic Development, CommSec  

Credit Suisse Winston Loke Australia Equities COO By Phone  

Deutsche Bank AG Geoffrey Plaisted Chief Operating Officer, Equities Geoffrey Plaisted 

Goldman Sachs Yen Le Executive Director  

HSBC Conrad Tsang (delegate) Head of Global Banking and Markets IT, 
Aust & NZ 

Peter Snodgrass 

J.P. Morgan Jonathan Evans Head of Custody and Markets Operations  

Macquarie Group James Indge Cash Equities Business Manager  James Indge 

Morgans Daniel Spokes 
(delegate) 

Manager, Transactional Services & 
Settlement Systems 

Peter Chisholm 

Morgan Stanley Craig McGuire Head of Operations  

NAB Greg Bowrey General Manager, Self-Directed Wealth 
Products & Markets 

 

NSX Ann Bowering  Managing Director  

Pershing Securities Leigh Conder Chief Operating Officer  

SAFAA Andrew Green  Chief Executive Officer Andrew Green 

Sydney Stock 
Exchange 

Peter Gan (delegate) Company Secretary Tony Sacre 
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ASX Management 

Name Job Title 

Hamish Treleaven Chief Risk Officer 

Eloise Wett Executive General Manager, Operations 

Cliff Richards Executive General Manager, Equity Post Trade Services 

Sally Palmer Deputy General Counsel 

Con Korkofigas  Senior Legal Counsel and Senior Manager 

Karen Webb Senior Manager, Equity Post Trade Services 

Keith Purdie Senior Manager, Equity Post Trade Services 

Gary Hobourn Senior Economic Analyst, Regulatory and Public Policy 

Boronia Morison Senior Policy Analyst, Regulatory and Public Policy 

Adriarne Gatty Equity Post Trade Analyst 

 

  

UBS Conor Foley Chief Operating Officer   
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INTRODUCTION   

The Chair welcomed members and delegates to the second meeting of the year. He noted that Geoffrey Plaisted 
(Deutsche Bank AG), James Indge (Macquarie Group), Andrew Green (SAFAA) and Rhys Cahill (BAML) were unable to 
attend and a few members had nominated delegates to attend on their behalf: Andrew Koudrin (ANZ); Conrad Tsang 
(HSBC), Peter Gan (SSX), Tracey Lyons (AFMA) and Daniel Spokes (Morgans). 

Two members dialled in to the meeting: Dean Surkitt (Bell Potter Securities) and Winston Loke (Credit Suisse). 

AGENDA ITEM 1: SERVICE PERFORMANCE 

a) Operating Performance Report 

The ASX Executive General Manager, Operations spoke to the June quarter performance report1 noting that: 

 Overall activity levels are in line with the previous quarter, average traded value sitting at $6.3 billion, slightly down 
from $6.5 billion but in the same range. 

 The average monthly system availability was 100.00% for CHESS. The average monthly availability of CHESS has 
been 99.9% between November 2011 and May 2018. 

 The value of CHESS holdings has ticked over the $2 trillion mark for the first time since CHESS has been in place 

 There were a small number of trade rejections on ASX, these were straightforward involving incorrect trade dates  

 Fail rates also continued to be very low for the June quarter, at 0.21%.  

 The mFund service continues to grow in terms of number of transactions (1500) and funds under management 
($653m). 

b) Market Events (verbal update) 

The ASX Executive General Manager, Operations gave an overview of two market events and the learnings from these 
experiences. She thanked member for the efforts their firms and the broader participant community had made in 
responding to these incidents. 

 Accidental Activation of Gas Fire Suppression System at ALC 

- On Monday 4 June, an accidental activation of the gas suppression system in the data centre at the ALC 
occurred. The loud sound and pressure wave resulted in some impact to customers’ infrastructure and ASX 
OUCH gateways. Following an initial assessment of the information at hand, including the likely overall 
participation in the CSPA and taking into account some feedback from previous events, ASX took the 
decision that the equity market would close at the scheduled time. 

- In regards to the futures market, the day session closed at its scheduled time. To allow ASX and customers 
to further assess the status of infrastructure and recovery requirements, a decision was made to delay the 
opening of ASX24 until 10pm that evening. 

- Following feedback from customers, ASX are undertaking improvements to communication processes for 
similar events. 

- A member raised the issue of communication and transparency in ASX’s decision-making, particularly in 
regard to the delay in opening of ASX24 and their need to respond to customer queries. 

- The ASX Executive General Manager, Operations indicated feedback from a range of sources was being 
taken into consideration to enable ASX to improve communications processes in the future. 

 Unibail-Rodamco (URW) acquisition of Westfield Corporation (WFD) 

                                                                 

1 Up to 31 May 2018 
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- On 28 May 2018 Unibail advised the market that a French transaction tax would be payable on each 
purchase of the CDIs created out of the URW takeover. This had not previously been advised to the market 
or to Westfield security holders. 

- The timing of disclosure of that information meant that some participants were not initially in a position to 
confirm that they could be in the market for the commencement of trading of the new securities. 

- Through consultation, and in assessing its fair, orderly and transparent obligations, ASX received assurance 
from a sufficient number of participants that processes would be in place in time for the commencement of 
trading.  

- Trading in the new securities on 31 May 2018 was orderly. 

- Both ASX and ASIC have been looking at what could be done to reduce the risk of similar occurrences in the 
future – recognising that listed entities and their advisers have an obligation to ensure that they disclose all 
appropriate information in advance of a listing.  

- A member noted ongoing uncertainty around the collection of the tax in the case of off-market trades 
including who is liable for the tax and practical questions around the timing of particular transactions (e.g. 
the applicable exchange rate).  This may impact on the willingness of firms to process off-market trades in 
URW. The member indicated that they were seeking further guidance. 

- Other members raised complexities and uncertainties with the practical application of the tax and indicated 
they were also engaging with the ATO to seek clarity on the application of the GST in these circumstances 
and were expecting answers in the near future. 

- In relation to financial transaction tax, a member indicated that a European organisation had been in 
contact to seek clarity on reporting obligations of European firms for this European tax which demonstrated 
further confusion internationally.   

 

AGENDA ITEM 2: REGULATORY EXPECTATIONS 

Regulatory Expectations External Audit  

The ASX Senior Economic Analyst, Regulatory and Public Policy, provided an update on the Regulatory Expectations 
External Audit as follows: 

 The scope and Terms of Reference of the audit is the same as last year.  

 This audit is used by the regulators as input into their assessment of whether ASX is compliant with the regulatory 
expectations.  

 The audit report for financial year 2018 will commence shortly and a report is due within 90 days from the end of 
the financial year.  

 Similar to last year, Business Committee members will be contacted by the auditors to provide feedback. 

 A report will come back to this Committee. 

Members had no comments or questions on this item. 

AGENDA ITEM 3: CHESS REPLACEMENT PROJECT 

a) CHESS Replacement 

The Chair thanked members and their organisations for their participation during the consultation process to date. He 
noted that the process had been extremely intensive and appreciated the resources firms have allocated to this 
process. 
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The ASX Executive General Manager Equity Post-Trade Services updated members on the CHESS replacement process. 
The functional build, including creation of participants and securities, trade registration, core clearing and settlement 
services, is progressing with Digital Asset. This heavily focuses on what will be the first release into the customer 
development environment, which ASX aims to have available towards the back end of the first quarter calendar 2019. 

Parallel to that development work, ASX continues to perform the functional gap analysis, as well as developing the ISO 
20022 catalogue, updating the MyStandards usage guidelines, and providing sample XML for ISO 20022 messages 
constructed in an XML format. Sample documentation relevant to the functionality that will be going out in that first 
release was being developed. The documentation will be publically available through the ASX website. 

He also noted the amount of work that is in progress in the infrastructure and security analysis space – including 
specification and design activities and related hardware commissioning. External consultants have been engaged to 
assist in the security design. 

Analysis is also being undertaken in regard to the design of DLT nodes offered as a managed service by ASX. 

The Digital Asset Modelling Language software developer kit (DAML SDK) has been made available by Digital Asset in a 
beta form.  

A number of the Business Committee member firms and back office software vendors either have completed or are in 
the process of completing the NDA with Digital Asset and the licensing agreement such that they can get access to the 
DAML SDK. 

He noted that ASX will be assisting participants by providing some hands-on training workshops. They will provide an 
overview of the digital asset platform. 

A member then queried (regarding DAML SDK) whether a technology vendor or back-office solutions developer who is 
interested in developing a new product or service can be provided with access to the software development kit. 

The ASX Executive General Manager Equity Post-Trade Services clarified that Digital Asset was managing this process 
and ASX’s role has been to provide the current list of incumbent participants and vendors which will be prioritised for 
access to the software and attendance at any workshops. To the extent that others have an interest, it will be up to 
Digital Asset to manage this process.  

ASX Senior Legal Counsel then provided an update on the off-market transfer business requirement which had been 
discussed at the last meeting. He indicated that a consultation paper in relation to the removal of the requirement for 
a registrable transfer document is going through final review and it should be released within the next week. A four-
week consultation period on the consultation paper will be undertaken. In the absence of any new issues being 
identified through the consultation process, new arrangements could be in place by the end of the year. 

He noted that a separate piece of work is also being undertaken in the space of holder protections, looking at issues 
with risks of identity fraud.  

The ASX Executive General Manager Equity Post-Trade Services then provided an overview of the submissions 
received as follows: 

 38 responses have been received to date with a broad coverage across the industry: clearing and settlement 
participants, custodians, share registries, AMOs, vendors and associations. 

 No additional business requirements were identified aside from some minor changes to those that were 
presented. 

 Most of the day one features received broad support. Five of the new features for day one were not 
consistently supported. These were around the common investor number or the CIN; another one was 
around the bilateral transaction matching; settlement in foreign currencies; optional early settlement; and 
the transfer of cum entitlement balances. 
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 There has been a high level of interest in nodes including understanding the benefits of this method of 
connectivity and requests for more detail on taking a node as a managed service. 

 There has been requests for clarification on the different connectivity options and their associated benefits 
and use cases. There are broadly two classes of connectivity option, one is to continue to send and receive 
messages, in an ISO 20022 not a CHESS EIS format and that would be over a wire, the other is to take a node. 

 Interest was also focused on data ownership and information security - for example, who are the technical 
owners of the data in the segregated data store, when will the structure of the segregated data store be 
published, retention policy on transactions and a node. 

 There were questions on pricing of the different connectivity models. 

 More detail was requested on interoperability, integration and the availability of historical data and a number 
of requests for details around the data API provision and usage. 

 Feedback in many submissions that the implementation timeline was ambitious, particularly given the scope 
and information that has yet to be provided. 

 A desire for earlier access to documentation and test environments and a longer period between release of 
documentation and the commencement of functional testing. 

The Chair noted that ASX has identified some differences in priorities identified between previous and current 
submissions from the same organisation and that ASX would be contacting those organisations for clarity on the 
reasons for the shift in views. 

Members queried the next steps regarding the five features that were not broadly supported. The ASX Executive 
General Manager Equity Post-Trade Services explained that a further detailed review will occur drawing on the 
detailed responses ASX had received.  

The ASX Executive General Manager Equity Post-Trade Services also outlined the approach to the single cut-over 
weekend migration between CHESS and the new system that was put forward in the consultation and the rationale 
behind it. He noted that some respondents did not support this approach while others had questions on the migration 
tools. 

He noted that working groups will convene, starting with large group sessions to answer the questions and provide 
additional information before deeper dives on particular issues with a smaller group of organisations. The first 
working group will focus on connectivity and integration should commence in September, with the second on 
implementation and transition to follow later. 

He then thanked the participants for their efforts in replying to the consultation paper.  

Prior to release of ASX’s response to the consultation paper feedback, further consultation will occur with the Boards 
of ASX Clear and ASX Settlement and regulators, noting that the consultation responses have already been provided to 
the regulators.  

b) Corporate Action STP Phase 2 Update 

The ASX Senior Manager, Equity Post Trade Services provided an update on Phase 2 of the Corporate Actions STP 
enhancements project covering the scope, the delivery timeline and stakeholder engagement.  

The scope covers: delivery of the STP solution for the remaining corporate actions that ASX currently supports, 
delivery of an STP capability through to data capture for all announced issuer capital changes and requests for 
quotation that are sought from ASX, expanded solutions to cover other product types like ETFs and mFund, renewal 
and delivery of specific enhancements that have been raised by the market for the phase one events, and the 
requirements that have come from the replacement of CHESS. 
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The timeline is for a two-year delivery period through to the second quarter of 2020 to target implementation of the 
project before CHESS replacement goes live. It is likely the project will be delivered in two phases, the first in mid-2019 
and the second in 2020. Stakeholder engagement has commenced through the corporate actions working group for 
CHESS. A similar group is expected to be convened this quarter which may include more representation from issuers. 
There may be more formal consultation around the project in a public consultation document. 

The ASX Senior Manager, Equity Post Trade Services thanked members for their support for this project and noted it 
continues to be a high priority for, and is well supported by many customers. 

A member asked whether corporate actions data would be provided via the data API or a separate interface and if the 
service would be offered to non-ASX affiliated AMOs or direct to their issuers. It was confirmed that a different 
interface would be used for the distribution of corporate action information and that any service would be offered to 
AMOs. 

c)  ISO 20022 Technical Committee Report and Minutes 

Members received reports from the April & May 2018 Technical Committee meetings.  

The ASX Senior Manager, Equity Post Trade Services provided an update. There are now over 80 members from 32 
organisations, indicating strong representation across the industry. Those members are very well engaged in the 
process and participate well in the conversations. 

The April meeting was a step change in the way ISO 20022 implementation had been approached. Up to that point, 
the focus was on developing a message set based on the as is or production CHESS message set and translating that 
into ISO 20022. In March that piece of work concluded. 

From April, the work brought to the Committee will focus on adjusting that base message set to meet the scope 
requirements for the day one CHESS replacement. 

Members of the Committee have also been advised ASX is moving away from EIS naming conventions. 

In the May meeting, the architect provided an overview of how ISO 20022 fits in with the connectivity options 
following the consultation paper release. 

The June meeting covered the international engagement on the adoption of ISO 20022. 

The next meeting in July will provide a preliminary overview of a browser-based portal that is intended to allow early 
testing of 20022 message formats, as well as a high level overview of the CHESS replacement technical 
documentation. 

AGENDA ITEM 4: Administration 

a) Minutes from the 28 March 2018 Business Committee Meeting 

The minutes of the 28 March 2018 meeting were approved without further change. 

b) Forward work program and BC Meeting dates for 2018 

The Chair noted that the forward work program focused on CHESS replacement and the Corporate Actions Project but 
that it remained open to members to suggest any other agenda items.  

c) Other matters 

The Chair noted that ASX would have an exhibition stand at Sibos and would be organising some events during the 
conference. Members were encouraged to attend.  It was noted that if members are hosting overseas visitors during 
that period and wished to organise meetings with ASX, they are encouraged to do so as soon as possible as scheduling 
will likely be tight.   
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Next meeting 

The next meeting is scheduled to be held on 19 September 2018.    

The meeting closed at 1.30pm.  

 

Signed as a correct record of the meeting. 

 

 

 

__________________________________ _______________________________ 
Chairman  Date 
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BUSINESS COMMITTEE MEETING PAPER AGENDA ITEM 4B 

Topic Forward Work Program 

Date 28 September 2018 

Purpose of this paper To update Members on the forward work program of the Business Committee 
for 2018. 

OVERVIEW 

There is one final meeting of the Business Committee this year, scheduled for 29 November 2018. 

Subject to any input from members who wish to add additional items, the forward work program of the 
Business Committee this year and next will be predominately focused on CHESS replacement: technology 
development, business requirements, and implementation processes.  

A second major stream of work will be Corporate Action STP Phase 2. A working group drawing on a range of 
stakeholders will commence work shortly. 

Members of the Business Committee are invited to suggest topics for inclusion in the forward work program 
at any time by contacting the Business Committee Secretariat.  

The forward work program for the ISO 20022 Technical Committee can be found at Agenda Item 3b 
(Attachment D). 

 

ATTACHMENTS 

Attachment A – Business Committee Forward Work Program
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Attachment A: Business Committee Forward Work Plan  

 

Note: the forward work program does not include the standing agenda items for each meeting.  

28 March 2018 

 DLT Update 

 Business 
Requirement 
Update  

 Corporate Action 
STP Phase 2 Update  

 Technical 
Committee 
(ISO20022) report 

 

   5 July 2018 

 DLT Update 

 CHESS Replacement 
Update  

 Corporate Action 
STP Phase 2 Update  

 Technical 
Committee 
(ISO20022) report 

 

 

28 Sept 2018 

 DLT Update 

 CHESS Replacement 
Update  

 Technical 
Committee 
(ISO20022) report 

 Report on Cash 
Equity C&S Services 

 Regulatory 
Expectations Audit 

 

 

 

 

 

 

 

 

29 Nov 2018 

 DLT update 

 CHESS Replacement 
Update 

 Corporate Action 
STP Phase 2 Update  

 Technical 
Committee 
(ISO20022) report 
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