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Dear Sirs,  

 

CHESS Replacement: Revised Implementation Timetable 

 

Who we are 

Governance Institute of Australia (Governance Institute) is the only independent professional 

association with a sole focus on whole-of-organisation governance. Our education, support and 

networking opportunities for directors, company secretaries, governance professionals and risk 

managers are unrivalled. 

 
Our members have primary responsibility for developing and implementing governance 
frameworks in public listed, unlisted and private companies, as well as not-for-profit 
organisations and the public sector. They have a thorough working knowledge of the operations 
of the markets and the needs of investors. Our active membership base of more than 7,500 
chartered secretaries, governance advisers and risk managers ensures that Governance 
Institute is at the cutting edge of knowledge of issues and support of sound practice in the 
continuous evolution of governance and risk management. We regularly contribute to the 
formation of public policy through our interactions with Treasury (Markets Group), ASIC, APRA, 
ACCC, ASX, ACNC and the ATO. We are a founding member of the ASX Corporate 
Governance Council.  
 
Governance Institute is also a member of the CHESS Replacement Stakeholder Group 
(Stakeholder Group).1 As a member of this Group, Governance Institute fully supports the goal 
of driving further innovation in the Australian financial markets through upgrades to the current 
CHESS system and share in principle support of the concept of a distributed ledger technology 
platform. 

 
Governance Institute welcomes the opportunity to provide comments on the Consultation Paper 

(Paper). This submission is confined to issuers’ key concerns in relation to CHESS 

Replacement and does not address the more technical aspects of the Paper.   

 
Our comments are set out below: 
 

 Governance - Given the release of the Paper and the delay to the Project, our members 

consider it an opportune time to reset the governance structure that is in place for the 

project and for clearing and cash equity clearing and settlement (CS) services more 

generally. ASX has a governance model in place to address its obligations under the 

Council of Financial Regulators (COFR) in its 2016 Regulatory Expectations for Conduct in 

Operating Cash Equity Clearing and Settlement Services in Australia (Regulatory 

Expectations). To date the Business Committee has acted as the ‘key forum for market 

participants and others to provide input to ASX’s governance and decision-making process 

                                                      
1 See Attachment 1. 
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regarding the replacement of CHESS’.2  Over the life of the CHESS Replacement Project it 

has become apparent for a range of reasons, that the Business Committee is not best 

positioned or qualified to ‘provide input to ASX’s governance and decision making process 

regarding the replacement of CHESS’. Our members encourage ASX to consider a new 

governance model for ASX that better enables issues to be discussed and aired in a 

purpose-designed forum. 
 

 Project timeline and COVID-19 – Issuers are concerned about whether the project timeline 
is achievable given the COVID-19 pandemic. The situation in Victoria continues to 
deteriorate and a curfew is now in place, New South Wales is uncertain. The global and 
domestic economic situation is worsening. The impacts of the pandemic are likely to 
continue well into 2021, which is very different to the situation in late March 2020 when ASX 
paused the project to consult on the timeline. This means that many fintech and other firms, 
particularly those based in Melbourne, that were optimistic about their future this time last 
year now find themselves in a very different position. Budgets are shrinking, there are 
staffing freezes or staff on reduced hours and most are firmly focussed on their own survival 
rather than new horizons. COVID-19 has unquestionably disrupted the business 
environment and this disruption is likely to continue for longer than originally anticipated. 
Many firms have some, if not all of their staff working from home or in staggered shifts, 
travel is banned, and most interactions are virtual for the foreseeable future. In the 
circumstances, our members question whether there are the resources and focus in the 
capital markets to satisfactorily complete the project.  
 

 Business case - The case for structural change and functional enhancements has still not 
been shared in detail.3 The base case is to replace ageing technology, but the information 
released, and the processes undertaken to date, to roll out the CHESS Replacement 
Project indicate that ASX may be extending the scope of its operating platform. No financial 
data has been provided to justify why this extended functionality is necessary or how it 
benefits the community of broader stakeholders, particularly issuers who will ultimately bear 
many of the costs. Issuers are concerned that the changes as proposed, in the absence of 
justification, will not provide a return on investment, including by way of increased 
efficiencies, for all parties, particularly from the proposed changes to the base functionality. 
They are concerned that there is a significant risk of incurring significant effort and cost for 
little or no return. 

 

 Single cut-over – The technology being implemented has never been tested on this scale 

or in any financial market. Alarmingly to many, ASX has adopted a “Big Bang” 
implementation with no rollback strategy and is not running a back-up system in parallel or 
transition. While the three rehearsal weekends provide some comfort, issuers remain 
concerned about this approach. 

 

 Costs and Rule changes – Our members have significant concerns about the uncertainty 

relating to the costs to use new mandatory services and the potential impacts apparent in 

the second tranche of draft Settlement Operating Rules relating to certain corporate action 

events. Service providers cannot inform our members about changes to their operations, 

changes to charges applied by ASX for performing current activities, or what effort and risks 

are involved in implementing the new system. By way of example, shareholders’ names and 

addresses, which are of critical importance to issuers, were originally released in March 

2019. We understand that because of re-work these are now scheduled for release to 

ASX’s test environment in November 2020. This represents a 20-month delay on a key 

component from issuers’ perspective. These open issues highlight our members’ concerns.  

 

                                                      
2 Business Committee Meeting Minutes 1 December 2016 page 6.  
3 We first made this point in our Submission to ASX dated 27 June 2018.  
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 Data governance - We also await further information on the future data governance 

protocols that will be in place in the new system as there is potential for new third parties to 

access data. Who will determine what information can be accessed and how will that be 

managed?  Who is responsible for the new third parties once they are authorised to access 

data?  What is ASX’s role in providing any new services over an issuer’s data and how will 

that impact their shareholders? This remains a matter of vital concern to our members.  

 

 CHESS Statements – ASX has been responsible for the production of CHESS Holding 

Statements since the inception of CHESS. It was an important measure designed to build 

confidence in investors who would no longer receive certificates and were otherwise 

dependent on their sponsoring broker for information. This pre-dated the existence of broker 

and issuer web-based portals and was a logical solution at the time. Today, there is a 

strong argument for the case that this solution is no longer fit for purpose and the solution 

should be reconsidered. Issuers pay the costs of these statements, which can be 

substantial. Issuers would like to see the production of CHESS holding statements 

managed competitively and integrated with other shareholder experiences for which they 

are responsible. We understand that this was going to be addressed but does not appear in 

the revised timetable. Our members are keen to understand the future of CHESS Holding 

Statements, including how ASX will provide the new digital service to investors, the 

provision of shareholder’s e-mail addresses held by brokers to issuers and how will issuers 

be able to integrate their communications with their investors? 

 
In conclusion, our members understand the need for, and support CHESS Replacement. 

However, it must take place according to a plan which clearly sets out the cost benefits, creates 

operational efficiency and provides certainty of data ownership for issuers and for those 

businesses providing services to them.  

 
Please contact me if you have any questions in connection with this letter. 
 
  
 
Yours sincerely, 
 

 
 
Megan Motto 
CEO 
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ATTACHMENT 1 

 

About the CHESS Replacement Stakeholder Group  

 
Formed in 2018, the Stakeholder Group is a diverse group of capital markets stakeholder 
concerned by ASX Ltd’s conduct in relation to the development of the CHESS replacement 
project and its potential to further entrench ASX’s existing monopoly powers over post-trade 
services and to facilitate extension of those monopoly powers into other areas. 
The founding members of the Stakeholder Group include the Australasian Investor Relations 
Association, Australian Shareholders’ Association, Governance Institute and Financial Advisers 
Association, Computershare, Link Group and BoardRoom. 
 
It represents multiple corners of Australia’s financial markets, from issuers and investors, and 
collectively more than six million mum and dad shareholders. 
 
The Stakeholder Group and its members fully support the goal of driving further innovation in 
the Australian financial markets through upgrades to the current CHESS system and share in 
principle support of the concept of a distributed ledger technology platform.  
 
 
 
 


