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	Use of the Template

This template guides assessors in the preparation of documents related to the assessment of observance of the CPSS-IOSCO Recommendations for Securities Settlement Systems (RSSS), undertaken as part of the Bank-Fund Financial Sector Assessment Program (FSAP). Its structure and content draw form the CPSS-IOSCO Assessment Methodology for “Recommendations for Securities Settlement Systems” (November 2002).
Two main documents are prepared as part of the RSSS assessment:

· The Report on the Observance of Standards and Codes (ROSC), which comprises Section I of the template (including Tables 1A and 2).

· The Detailed Assessment, which comprises Section I of the template (including Tables 1B and 2) as well as Section II (including Table 3).

Attention of assessors and mission chiefs is drawn to the difference between Table 1A (for ROSCs), which does not include gradings, and Table 1B (for detailed assessments), which includes them. Section I of the template can otherwise be identical for detailed assessments and ROSCs.

The assessor should begin by completing Table 3, the detailed assessment table, and then return to the beginning of the template to complete the background and summary.

The RSSS summary assessment must be combined into a joint ROSC with the Core Principles for Systemically Important Payment Systems (CPSIPS), only if the assessment of both systems is taking place at the same time.


I.    Summary, Key Findings, and Recommendations

1.      A one-paragraph executive summary should highlight the key relevant findings of the assessment. 

Introduction
2.      This section should state the objective and the context of the assessment, the securities that are covered by the assessment, and the institutions that perform the critical functions in the system for these securities. The names and qualifications of the assessors should be mentioned.
Information and methodology used for assessment

3.      This section should identify the main sources of information used in making the assessment, for instance, written documentation (other self-assessments, third-party assessments, surveys, questionnaires, reports, studies, and other public or non-public documents, including relevant laws, regulations, or regulatory or industry guidance) or oral discussions with oversight, regulatory or supervisory bodies (e.g., the central bank, securities regulator, banking supervisor or other domestic authorities) and relevant industry associations (e.g., central securities depository, central counterparty, stock exchange, custodian, securities broker, or end user associations).

4.      The assessor should discuss the process followed in conducting the assessment. Any practical difficulties in applying the assessment methodology should be mentioned, such as lack of information or cooperation and any factors limiting the assessment process or its scope.

Institutional and market structure—overview

5.      This section should provide a general description of the securities markets and the structure of trade execution, clearing and settlement of securities transactions. The description should include sufficient data to understand clearly the scale and scope of the system’s operations, including data on the value of the securities held in the system and the average and peak values of securities settled within the system.
6.      The section should also provide a description of the regulatory framework relating to securities settlement system (SSS) in the jurisdiction and a brief description of the oversight, regulatory and supervisory bodies with competence over SSS.

Main findings

7.      This section should summarize the key findings of the detailed assessment. 
Using a descriptive style, the assessor should state the main findings of the detailed assessment of observance of the RSSS, under the following main groupings: legal framework (Rec. 1); pre-settlement risk (Rec. 2–4); settlement risk (Rec. 6–10); operational risk (Rec. 11); custody risk (Rec. 12–13); and other issues (Rec. 14–19). 

10.
The discussion should be qualitative, allowing a judgment on whether a RSSS is observed in practice and not just in form. Under each category, the assessment should:

· Indicate the practices and highlight the achievements and the deficiencies, as applicable;

· Indicate the efforts underway to enhance observance, i.e., an assessment of efforts that will lead to improving observance and would strengthen the system further;

· Indicate the risk factors that might influence the significance and materiality of observance or non-observance;

· Comment separately on the CPs and Central Bank Responsibilities where there is less than full observance and provide the main reasons for partial or non-observance; indicate whether or not their non-observance is being addressed, as well as the degree of observance that will be achieved if current efforts proceed as envisaged.

8.      Assessors should refer to Table 1, which offers, principle-by-principle, a summary of assessment results:

· Table 1A, to be included in ROSCs, does not include explicit gradings. This table should convey a clear sense of the degree of compliance, providing a brief description of the main strengths and, especially, weaknesses with respect to each principle;

· Table 1B, to be included in detailed assessments, offers a summary of the main findings, including a column for gradings.
 TC "1A. Summary Observance of the RSSS—ROSCs"\f A Table 1A. Summary Observance of the RSSS—ROSCs

	Responsibility
	Comments

	Legal risk
	

	1. Securities settlement systems should have a well-founded, clear and transparent legal basis in the relevant jurisdiction.
	

	Pre-settlement risk
	

	2. Confirmation of trades between market participants should occur as soon as possible after trade execution, but no later than trade date (T+0). Where confirmation of trades by indirect market participants (such as institutional investors) is required, it should occur as soon as possible after trade execution, preferably on T+0, but no later than T+1.
	

	3. Rolling settlement should be adopted in all securities markets. Final settlement should occur no later than T+3. The benefits and costs of a settlement cycle shorter than T+3 should be assessed.
	

	4. The benefits and costs of a central counterparty should be assessed. Where such a mechanism is introduced, the central counterparty should rigorously control the risks it assumes.
	

	5. Securities lending and borrowing (or repurchase agreements and other economically equivalent transactions) should be encouraged as a method for expediting the settlement of securities transactions. Barriers that inhibit the practice of lending securities for this purpose should be removed.
	

	Settlement risk
	

	6. Securities should be immobilized or dematerialized and transferred by book entry in CSDs to the greatest extent possible.
	

	7. Securities settlement systems should eliminate principal risk by linking securities transfers to funds transfers in a way that achieves delivery versus payment.
	

	8. Final settlement on a DVP basis should occur no later than the end of the settlement day. Intra-day or real-time finality should be provided where necessary to reduce risks.
	

	9. Deferred net settlement systems should institute risk controls that, at a minimum, ensure timely settlement in the event that the participant with the largest obligation is unable to settle. In any system in which a CSD extends credit or arranges securities loans to facilitate settlement, best practice is for the resulting credit exposures to be fully collateralized.
	

	10. Assets used to settle the cash leg of securities transactions between CSD members should carry little or no credit risk. If central bank money is not used, steps must be taken to protect CSD members from potential losses and liquidity pressures arising from the failure of a settlement bank.
	

	Operational risk
	

	11. Sources of operational risk arising in the clearing and settlement process should be identified and minimized through the development of appropriate systems, controls and procedures. Systems should be reliable and secure, and have adequate, scalable capacity. Contingency plans and back-up facilities should be established to allow for timely recovery of operations and completion of the settlement process.
	

	Custody risk
	

	12. Entities holding securities in custody should employ accounting practices and safekeeping procedures that fully protect customers' securities. It is essential that customers' securities be protected against the claims of a custodian's creditors.
	

	Other issues
	

	13. Governance arrangements for CSDs and central counterparties should be designed to fulfill public interest requirements and to promote the objectives of owners and users.
	

	14. CSDs and central counterparties should have objective and publicly disclosed criteria for participation that permit fair and open access.
	

	15. While maintaining safe and secure operations, securities settlement systems should be cost-effective in meeting the requirements of users.
	

	16. Securities settlement systems should use or accommodate the relevant international communication procedures and standards in order to facilitate efficient settlement of cross-border transactions.
	

	17. CSDs and central counterparties should provide market participants with sufficient information for them to accurately identify the risks and costs associated with using the CSD or central counterparty services.
	

	18. Securities settlement systems should be subject to regulation and oversight. The responsibilities and objectives of the securities regulator and the central bank with respect to SSSs should be clearly defined, and their roles and major policies should be publicly disclosed. They should have the ability and resources to perform their responsibilities, including assessing and promoting implementation of these recommendations. They should cooperate with each other and with other relevant authorities.
	

	19. CSDs that establish links to settle cross-border trades should design and operate such links to reduce effectively the risks associated with cross-border settlement.
	


 TC "1B. Summary Observance of the RSSS—Detailed Assessments"\f A Table 1B. Summary Observance of the RSSS—Detailed Assessments

	Responsibility
	Grading
	Comments

	Legal risk
	
	

	1. Securities settlement systems should have a well-founded, clear and transparent legal basis in the relevant jurisdiction.
	
	

	Pre-settlement risk
	
	

	2. Confirmation of trades between market participants should occur as soon as possible after trade execution, but no later than trade date (T+0). Where confirmation of trades by indirect market participants (such as institutional investors) is required, it should occur as soon as possible after trade execution, preferably on T+0, but no later than T+1.
	
	

	3. Rolling settlement should be adopted in all securities markets. Final settlement should occur no later than T+3. The benefits and costs of a settlement cycle shorter than T+3 should be assessed.
	
	

	4. The benefits and costs of a central counterparty should be assessed. Where such a mechanism is introduced, the central counterparty should rigorously control the risks it assumes.
	
	

	5. Securities lending and borrowing (or repurchase agreements and other economically equivalent transactions) should be encouraged as a method for expediting the settlement of securities transactions. Barriers that inhibit the practice of lending securities for this purpose should be removed.
	
	

	Settlement risk
	
	

	6. Securities should be immobilized or dematerialized and transferred by book entry in CSDs to the greatest extent possible.
	
	

	7. Securities settlement systems should eliminate principal risk by linking securities transfers to funds transfers in a way that achieves delivery versus payment.
	
	

	8. Final settlement on a DVP basis should occur no later than the end of the settlement day. Intra-day or real-time finality should be provided where necessary to reduce risks.
	
	

	9. Deferred net settlement systems should institute risk controls that, at a minimum, ensure timely settlement in the event that the participant with the largest obligation is unable to settle. In any system in which a CSD extends credit or arranges securities loans to facilitate settlement, best practice is for the resulting credit exposures to be fully collateralized.
	
	

	10. Assets used to settle the cash leg of securities transactions between CSD members should carry little or no credit risk. If central bank money is not used, steps must be taken to protect CSD members from potential losses and liquidity pressures arising from the failure of a settlement bank.
	
	

	Operational risk
	
	

	11. Sources of operational risk arising in the clearing and settlement process should be identified and minimized through the development of appropriate systems, controls and procedures. Systems should be reliable and secure, and have adequate, scalable capacity. Contingency plans and back-up facilities should be established to allow for timely recovery of operations and completion of the settlement process.
	
	

	Custody risk
	
	

	12. Entities holding securities in custody should employ accounting practices and safekeeping procedures that fully protect customers' securities. It is essential that customers' securities be protected against the claims of a custodian's creditors.
	
	

	Other issues
	
	

	13. Governance arrangements for CSDs and central counterparties should be designed to fulfill public interest requirements and to promote the objectives of owners and users.
	
	

	14. CSDs and central counterparties should have objective and publicly disclosed criteria for participation that permit fair and open access.
	
	

	15. While maintaining safe and secure operations, securities settlement systems should be cost-effective in meeting the requirements of users.
	
	

	16. Securities settlement systems should use or accommodate the relevant international communication procedures and standards in order to facilitate efficient settlement of cross-border transactions.
	
	

	17. CSDs and central counterparties should provide market participants with sufficient information for them to accurately identify the risks and costs associated with using the CSD or central counterparty services.
	
	

	18. Securities settlement systems should be subject to regulation and oversight. The responsibilities and objectives of the securities regulator and the central bank with respect to SSSs should be clearly defined, and their roles and major policies should be publicly disclosed. They should have the ability and resources to perform their responsibilities, including assessing and promoting implementation of these recommendations. They should cooperate with each other and with other relevant authorities.
	
	

	19. CSDs that establish links to settle cross-border trades should design and operate such links to reduce effectively the risks associated with cross-border settlement.
	
	

	Aggregate: Observed (O) – #, broadly observed (BO) – #, partly observed (PO) – #, not observed (NO) – #, 
not applicable (N/A) – #.


Recommended actions plan and authorities’ response
Recommended action plan
1.      This section should list the suggested steps for achieving observance. Recommendations should be proposed for improving observance in each case where deficiencies are assessed. An explanation should also be provided as to how the recommended action would lead to improving the level of observance and strengthening of the supervisory framework. The institutional responsibility for each suggested action should also be clearly indicated in order to prevent overlap or confusion. Only those areas and corresponding recommendations should be listed, with respect to which specific recommendations are being made (Table 2).

 TC "2. Recommended Action Plan to Improve Observance of the RSSS"\f A Table 2. Recommended Action Plan to Improve Observance of the RSSS

	Reference Recommendation
	Recommended Action

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


Authorities’ response to the assessment

2.      The assessment should be a genuine consultative process and therefore the assessment team should have had a number of discussions with the stakeholders during the assessment so that the assessment should also reflect the comments and concerns of all participants, policy makers and operators of the system. Any technical errors should be corrected and any remaining qualitatively differences of views should be listed.

II.    Detailed Assessment

9.      In case more than one SSS has been identified, the assessor should assess each SSS separately, presenting the assessments in separate tables. 

10.      The assessment of observance of each recommendation should be made on a qualitative basis using the methodology of the CPSS-IOSCO Assessment Methodology for “Recommendations for Securities Settlement Systems” (November 2002).

11.      The detailed assessment should provide a “description” of the system with regard to a particular Principle, a grading or “assessment”, and a “comments” section (Table 3).

· Description. This section should provide information on the recommendation being assessed.
 Responses should reflect the actual practices followed by SSS system operators and participants and the competent domestic authorities in their oversight, regulation, or supervision of SSSs or their participants. 

· Assessment. This section should contain only one line, stating whether the recommendation is observed, broadly observed, partly observed, not observed, or not applicable. 

· Comments. This section should describe the actions that system operators, participants, or domestic authorities have proposed or that are ongoing in the jurisdiction to improve observance of the recommendations and the proposed timetable for their completion. The assessor should explain how the proposed action would lead to an improvement in the observance of the recommendation and whether completion of the proposed action would prompt the assignment of a higher assessment category relating to the recommendation.

 TC "3. Detailed Assessment of Observance of the RSSS"\f A Table 3. Detailed Assessment of Observance of the RSSS
	Recommendation 1.
	Securities settlement systems should have a well-founded, clear and transparent legal basis in the relevant jurisdiction.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 2.
	Confirmation of trades between market participants should occur as soon as possible after trade execution, but no later than trade date (T+0). Where confirmation of trades by indirect market participants (such as institutional investors) is required, it should occur as soon as possible after trade execution, preferably on T+0, but no later than T+1. 

	Description
	

	Assessment
	

	Comments
	

	Recommendation 3.
	Rolling settlement should be adopted in all securities markets. Final settlement should occur no later than T+3. The benefits and costs of a settlement cycle shorter than T+3 should be assessed.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 4.
	The benefits and costs of a central counterparty should be assessed. Where such a mechanism is introduced, the central counterparty should rigorously control the risks it assumes.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 5.
	Securities lending and borrowing (or repurchase agreements and other economically equivalent transactions) should be encouraged as a method for expediting the settlement of securities transactions. Barriers that inhibit the practice of lending securities for this purpose should be removed.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 6.
	Securities should be immobilized or dematerialized and transferred by book entry in CSDs to the greatest extent possible.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 7.
	Securities settlement systems should eliminate principal risk by linking securities transfers to funds transfers in a way that achieves delivery versus payment.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 8.
	Final settlement on a DVP basis should occur no later than the end of the settlement day. Intra-day or real-time finality should be provided where necessary to reduce risks.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 9.
	Deferred net settlement systems should institute risk controls that, at a minimum, ensure timely settlement in the event that the participant with the largest obligation is unable to settle. In any system in which a CSD extends credit or arranges securities loans to facilitate settlement, best practice is for the resulting credit exposures to be fully collateralized.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 10.
	Assets used to settle the cash leg of securities transactions between CSD members should carry little or no credit risk. If central bank money is not used, steps must be taken to protect CSD members from potential losses and liquidity pressures arising from the failure of a settlement bank.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 11.
	Sources of operational risk arising in the clearing and settlement process should be identified and minimized through the development of appropriate systems, controls and procedures. Systems should be reliable and secure, and have adequate, scalable capacity. Contingency plans and back-up facilities should be established to allow for timely recovery of operations and completion of the settlement process.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 12.
	Entities holding securities in custody should employ accounting practices and safekeeping procedures that fully protect customers' securities. It is essential that customers' securities be protected against the claims of a custodian's creditors.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 13.
	Governance arrangements for CSDs and central counterparties should be designed to fulfill public interest requirements and to promote the objectives of owners and users.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 14.
	CSDs and central counterparties should have objective and publicly disclosed criteria for participation that permit fair and open access.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 15.
	While maintaining safe and secure operations, securities settlement systems should be cost-effective in meeting the requirements of users.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 16.
	Securities settlement systems should use or accommodate the relevant international communication procedures and standards in order to facilitate efficient settlement of cross-border transactions.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 17.
	CSDs and central counterparties should provide market participants with sufficient information for them to accurately identify the risks and costs associated with using the CSD or central counterparty services.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 18.
	Securities settlement systems should be subject to regulation and oversight. The responsibilities and objectives of the securities regulator and the central bank with respect to SSSs should be clearly defined, and their roles and major policies should be publicly disclosed. They should have the ability and resources to perform their responsibilities, including assessing and promoting implementation of these recommendations. They should cooperate with each other and with other relevant authorities.

	Description
	

	Assessment
	

	Comments
	

	Recommendation 19.
	CSDs that establish links to settle cross-border trades should design and operate such links to reduce effectively the risks associated with cross-border settlement.

	Description
	

	Assessment
	

	Comments
	


� This section should be completed after the authorities have had a chance to comment on the draft assessment report. It should also bring out those issues on which the authorities disagreed with the assessment and the reasons for it.


� If no such response is provided within a reasonable time frame, the assessors should note this explicitly and provide a brief summary of the authorities' reactions at the time the assessment is taken up for final discussion.


� In providing the description, assessors should be guided by the “key questions” included in the Assessment Methodology (Section 3).






