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PROPOSED AMENDMENTS TO THE DVP RULES AND CDP CLEARING RULES 
IN RELATION TO THE INTRODUCTION OF THE PRE-SETTLEMENT 
MATCHING SERVICE (“PSMS”) 
 

28 February 2008 
 

 

1. INTRODUCTION 
 
1.1 The Central Depository (Pte) Ltd (“CDP”) seeks public comment regarding the 

proposed introduction of the Pre-Settlement Matching Service (“PSMS”) as part of 

SGX Prime.   

 

1.2 This Consultation Paper outlines the basis for the introduction of PSMS and the key 

changes to the existing regulatory and operational framework for Delivery versus 

Payment (“DVP”) and Free of Payment (“FOP”) settlements.  The proposed changes 

will be implemented under the DVP Rules and CDP Clearing Rules, as amended. 

(Appendices A - C). 

 

2. BACKGROUND  
 

Objectives of SGX Prime and PSMS 

 

2.1 SGX Prime is an open access infrastructure being developed by the Singapore 

Exchange Limited (“SGX”) to enable connectivity between market participants' back 
office systems and CDP. This will allow straight-through processing (“STP”) for the 

securities industry.   

 

2.2 SGX Prime aims to achieve the following: 

 

(a) align Singapore with global industry standards through the adoption of 

common communication protocols and International Organization for 
Standardization (“ISO”) messaging standards in post trade processing;  

 

(b) automate the manual processing among Members, Depository Agents (“DAs”) 

and the CDP to reduce operational risks and derive efficiency benefits; and 

 

(c) allow CDP and market participants to scale up and handle higher processing 

volumes.     

 

2.3 PSMS is a service of SGX Prime which will automate the matching of settlement 

instructions between the settling parties of institutional and CPF trades, and thus 

aligns CDP with global markets and enhances participants’ operational efficiency. 

 

Decommissioning of IDAS and Introduction of PSMS 

 

2.4 The Institutional Delivery Affirmation System (“IDAS”) is the system that currently 

supports settlement of institutional trades between Members and DAs, specifically the 

affirmation of settlement instructions. In the process of affirmation, the DA elects to 

settle a trade on a DVP or FOP basis with the Member.   

 

2.5 The CPF Delivery Instructions System (“CDIS”) is the system that supports 
settlement of CPF trades between Members and CPF Agent Banks. All CPF trades 

are settled on FOP basis between the Member and the CPF Agent Banks.   
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2.6 With the introduction of PSMS, both IDAS and CDIS will be decommissioned and 

the manual affirmation of instructions will no longer be required.  Instead, Members, 

CPF Agent Banks and DAs will submit settlement instructions for automated 

matching in PSMS.  
 

2.7 Matched DVP instructions will be validated for sufficiency of net debit cap, and 

where the settlement instructions relate to the delivery of securities, securities are 

earmarked. Matched and validated transactions are novated to CDP immediately after 

the cut-off time for validation on settlement day (see proposed DVP Rule 3.2).  

 

2.8 Adjustments are proposed to the existing regulatory and operational frameworks for 

both DVP and FOP settlements. Trade flows that will be impacted are: 

 

(a) DVP trade flow; and  

 

(b) FOP and CPF trade flows;  

  

2.9 The changes to each of these processes are outlined respectively under Section 3 of 

this Consultation Paper.  

 

 

3. PROPOSED CHANGES TO TRADE FLOWS AND CONSEQUENTIAL 
REGULATORY AMENDMENTS 

 
 Changes to DVP Trade Flow 

 

3.1 With PSMS, DVP transactions will be streamlined such that DAs are able to send 

settlement instructions without having to differentiate between on-exchange trades, 

turnaround trades and off-market transfers. 

 

3.2 Streamlining all settlement transactions, including off-market transfers, will improve 
the overall efficiency of the system and reduce risks for DVP participants. The 

inclusion of off-market transfers within the DVP framework may require Settlement 

Banks and DAs to increase their Net Debit Caps, as more settlements may be handled 

through the DVP guarantee framework. To expedite the increase of Net Debit Caps 

where required, SGX proposes to shorten the duration of the application process from 

five business days (see DVP Rules 10.3.4 and 10.3.5) to two business days (see 

proposed Form 5 as part of the Appendices to the DVP Procedures Handbook).  

 

Proposed Changes to DVP Rules  

 

3.3 The proposed amended DVP Rules are attached at Appendix A, and include, for 

example, the following key amendments: 

 

(a) the concepts of “PSMS” (to replace “IDAS”), and “matching” and 

“validation” (to replace “affirmation”), are introduced; 

 

(b) the concepts of “DVPT instructions/DVPT transactions” and “FDVP 

instructions/FDVP transactions”
1
 are introduced to allow for the various 

transactions to be streamlined into two settlement inputs; and 

                                                 
1
 The distinction between a ‘DVPT (or FDVP) instruction’ and a ‘DVPT (or FDVP) transaction’ is made to differentiate 

between instructions which have been matched and validated, and those which have not. 
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(c) DAs may elect for DVP settlement for off-market transfers as a result of (b) 

(i.e. there will not be any differentiation between types of transfers, namely 

whether transfers are pursuant to trades transacted on SGX-ST or otherwise).   

 

3.4 Where appropriate, editorial amendments have also been made so that the 

terminology which is employed across SGX rulebooks remains consistent.  

 
DVP Procedures Handbook 

 

3.5 SGX has also taken the opportunity to institute a tiered structure for the DVP 

rulebook framework by relocating operational matters and Application Forms from 

the DVP Rules to the DVP Procedures Handbook (“the Handbook”) (see Appendix 
B).  

 

3.6 The Handbook is binding on DVP participants and details the specific operational 

procedures for DVP settlement.    

 

 Changes to FOP and CPF Trade Flows 

 

3.7 SGX proposes to credit the purchased securities to the “Free” balance, instead of 

“Available” balance of the DA’s sub-account and the CPF omnibus sub-account 

respectively for all FOP transactions and CPF trades. This allows for the adoption of 

standard industry message protocols and facilitates the introduction of open access.  

 

3.8 Two implications that arise as a result of this proposed change are as follows:  

 

(a) Brokers’ lien:  Members currently have a possessory right over unpaid 

securities purchased on behalf of their customers by virtue of the Companies 

Act
2
. The "Free" and "Available" mechanism operationalises the brokers’ lien 

and is designed to protect Members in their dealings with retail investors who 

hold direct accounts. 

 

As the lien is possessory in nature, the proposed change will effectively 

disable the Members to operationalise the lien in the context of FOP 

transactions and CPF trades.  However, Members will continue to have a 

contractual claim to recover any amount alleged as owing.  In addition, in the 

context of these transactions, it may be unlikely that Members would be able 

to enforce the lien on these securities through forced-selling without prior 

consent from the customer.   

   

Following the introduction of PSMS, Members will now have control over 

whether to settle on an FOP or DVP basis.  Therefore, Members may choose 

not to settle via FOP.   

 

(b) Risk based capital (“RBC”) requirements:  Members are required to set aside 

RBC for unpaid shares for 100% of the unpaid contract value if moneys have 

not been received by T+3. However, with PSMS, Members will be accorded 

control over whether to settle trades on an FOP or DVP basis as Members 

and DAs must agree on the method of settlement. Whilst DAs can at present 

                                                 
2
 Section 130N (21) of the Companies Act states that “a stockbroker shall have a lien over unpaid book-entry securities 

purchased for the account of a customer which shall be enforceable by sale in accordance with and subject to the 

provisions of this section as if the same had been charged to him under this section except that the stockbroker shall not 

be obliged to notify the Depository of the sale or the particulars of the book-entry securities sold by him”. 
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unilaterally decide whether settlement will be on a DVP or FOP basis, with 

the introduction of SGX Prime, brokers and DAs must agree on the method 

of settlement.  Therefore, Members are in a better position to manage their 

risk and exposure against their customers. In the event that a Member does 

not receive funds from the CPF Agent Bank, that Member will be required to 
set aside appropriate RBC capital for the unpaid contract.  

 

 Proposed Changes to CDP Clearing Rules 

 

3.9 To allow for the proposed changes to the settlement process for CPF trades and FOP 

transactions, CDP Clearing Rule 6.5 has been amended to provide CDP with the 

necessary authority to credit securities to the “Free” balance of the sub-account. New 

definitions for terms such as ‘CPF Trade Settlement’, ‘FOP Transaction Settlement’ 

and ‘SGX Prime’ will also be introduced (see proposed CDP Clearing Rule 1.2). The 

proposed amended CDP Clearing Rules are attached at Appendix C. 

 

 

 
4. REQUEST FOR COMMENTS 
 
4.1 SGX seeks your feedback on the proposed amendments to the DVP Rules and the 

CDP Clearing Rules as a result of the introduction of PSMS as part of SGX Prime.  

 

4.2 SGX also seeks your views, if any, on the following issues: 

 

             (a)  the net debit cap requirements for settlement banks and DAs as a result of the 

including off-market transfers in the DVP settlement (see paragraph 3.2 of this 

Paper); 

 

(b)      the inability to operationalise of the lien on unpaid securities in the context of  

          FOP transactions and CPF trades (see paragraph 3.8(a) of this Paper); and 

 

             (c)    the RBC requirements for unpaid shares for both FOP transactions and CPF 

trades (see paragraph 3.8(b) of this Paper). 

 
 

 

5. PROCEDURE AND DEADLINE TO SUBMIT COMMENTS 
 

5.1 Written submissions are to be sent to the Exchange through email and either by 

post/courier or by fax: 

 
Email:  [rules@sgx.com] 

 
AND 
 

Post/Courier: Singapore Exchange Limited 

2 Shenton Way, SGX Centre 1 

#19-00, Singapore 068804 
Attn: Vance Ng 

Fax: +65 6535 5573 

 

5.2 Comments should be organised in the following manner: 
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(a) cover page (including the information specified in paragraph 5.4 of this 

Section); 

(b) statement of interest;  

(c) table of contents; 

(d) summary of major points; 
(e) comments; and 

(f) conclusion. 

 

5.3 Supporting material may be placed in an annex.  All submissions should be clearly 

and concisely written, and should provide a reasoned explanation for any proposed 

revision to the rules.  Where feasible, participants should identify the specific rule on 

which they are commenting. In any case in which a participant chooses to suggest 

revisions to the text of the rules, the participant should state clearly the specific 

changes to the text that they are proposing. 

 

5.4 All submissions should be made on or before 20 March 2008.  Submissions must be 

submitted in both hard and soft copies (in Microsoft Word format) and font size 

should be no smaller than Times New Roman 11pt.  Participants submitting 

comments should include their personal/company particulars as well as their 

correspondence address, contact numbers and email addresses on the cover page of 

their submissions. 

 

5.5 The Exchange reserves the right to make public all or parts of any written submission 

and to disclose the identity of the source.  Participants may request confidential 

treatment for any part of the submission that the participant believes to be proprietary, 
confidential or commercially sensitive.  Any such information should be clearly 

marked and placed in a separate annex.  If the Exchange grants confidential treatment, 

it will consider but will not publicly disclose the information.  If the Exchange rejects 

the request for confidential treatment, it will return the information to the party that 

submitted it and will not consider the information as part of its review.  As far as 

possible, participants should limit any request for confidential treatment of 

information submitted.  The Exchange will not accept any submission that requests 
confidential treatment of all, or a substantial part, of the submission. 

 

 


