
 

 
 

Document Title  CENTRAL SECURITIES DEPOSITORY (CSD) 
APPOINTMENT POLICY 

Approval Name Job Title/ Role Date 

Document Owner Chris Grove Settlement Authority – cash markets 11 October 2023 

Endorsed by Alicia Greenwood Director Post Trade Services 8 November 2023 

Approved by   Group Executive Committee (Exco) 10 November 2023 

Approved by  JSE Group Risk Management Committee 15 November 2023 

Update to policy 
approved by 

 JSE Group Risk Management Committee 30 April 2025 

 

 

 

Contents  

1. INTRODUCTION ............................................................................................................................................... 2 

2. SCOPE ............................................................................................................................................................. 2 

3. APPOINTMENT OF A CSD ................................................................................................................................ 3 

3.1. CSD ASSESSMENT CRITERIA ......................................................................................................................... 3 

3.2. MARKET SETTLEMENT RISK ASSESSMENT ................................................................................................... 3 

4. ONGOING PERFORMANCE ASSESSMENT ......................................................................................................... 4 

5. GOVERNANCE AND APPROVAL ....................................................................................................................... 4 

6. DEFINITIONS ................................................................................................................................................... 5 

 

  

Original policy tabled, reviewed, and approved by the Group Risk Management Committee at its meeting held 

on 15 November 2023. 

Update to policy approved by Group Risk Management Committee on 2 May 2025. 

Next policy review: November 2025 



 

 
 

Page 2 of 5 
 

 
 

1. INTRODUCTION 

 

The JSE Limited (“JSE”) is licensed as an exchange under the Financial Markets Act 2012 Act No 19 of 2012 

(“FMA”).   Section 8 of the FMA sets out the requirements applicable to a licensed exchange, and includes, inter 

alia, the requirements that the licensed exchange must: 

 

a) (Section 8(f)): “Implement arrangements to efficiently and effectively manage the material risks associated 

with the operation of an exchange.” 

b) (Section 8(g)): “Have made arrangements for efficient and effective security and back-up procedures to 

ensure the integrity of the records of transactions effected through the exchange.”  

c) (Section 8(i)): “Make arrangements for the efficient and effective clearing and settlement of transactions 

effected through the exchange and for the management of settlement risk.” 

 

Section 10(i) further sets out that an exchange “must make provision for the clearing and settlement of 

transactions in listed securities effected through the exchange”. 

 

Section 17(2)(e) further sets out that the exchange rules must provide for the manner in which transactions in 

listed securities must be cleared and settled, and Section 17(2)(j) sets out that the exchange rules must provide 

for the approval by the exchange of a nominee of an authorised user which nominee holds securities in a 

securities account or central securities account.  

 

It is an integral part of the JSE’s licensed functions and regulatory responsibilities that it has implemented 

effective and appropriate arrangements to ensure that settlement of transactions in JSE listed cash settled 

securities is effected accurately and timeously every day of operation of the JSE’s markets. These arrangements 

are also necessary to ensure the furtherance of the objects of the FMA.  A critical component of the settlement 

value chain is executed by the CSD(s) appointed by the JSE, as the FMA defines settlement of transactions in cash 

settled listed securities to be the transfer of securities and the payment of funds through a settlement system as 

defined in the exchange rules, being the settlement system operated by a CSD.  As such, the JSE must satisfy itself 

that the appointed CSD(s) performs its functions appropriately and to a suitable standard, and that settlement 

and operational risk in the JSE markets is managed and eliminated to the extent possible.  

 

This policy sets out the criteria under which the JSE will determine whether a CSD is suitable for appointment for 

settlement services of any of the JSE’s markets and sets out the assessment process to monitor ongoing 

performance of appointed CSDs.  

 

2. SCOPE  

 

The policy addresses: 

• The process of appointment of a CSD; 

• The criteria against which a CSD will be assessed; 

• The criteria against which the market settlement risk will be assessed; 

• The criteria against which ongoing performance of any appointed CSD will be assessed; and 

• Frequency of review of existing CSD(s) performance 
 
 

https://www.google.com/search?newwindow=1&sca_esv=562704264&rlz=1C1GCEU_enZA1051ZA1051&sxsrf=AB5stBh0aLrSK8JE9zc5PLPQTWZyxr3LNg:1693910976340&q=What+is+the+financial+markets+Act+2012+Act+No+19+of+2012+)%3F&sa=X&ved=2ahUKEwjN7ZmQppOBAxXa_rsIHeesAAkQzmd6BAgcEAY
https://www.google.com/search?newwindow=1&sca_esv=562704264&rlz=1C1GCEU_enZA1051ZA1051&sxsrf=AB5stBh0aLrSK8JE9zc5PLPQTWZyxr3LNg:1693910976340&q=What+is+the+financial+markets+Act+2012+Act+No+19+of+2012+)%3F&sa=X&ved=2ahUKEwjN7ZmQppOBAxXa_rsIHeesAAkQzmd6BAgcEAY
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3. APPOINTMENT OF A CSD 

 

The JSE Settlement Authority will assess potential CSD candidates against the JSE’s CSD assessment criteria and will 

also conduct an assessment of the potential settlement risk of the market operating model upon introduction of the 

CSD candidate.  Potential CSD candidates may be identified by the JSE itself, or may approach the JSE with a proposal 

to provide the JSE with relevant services.  Based on the outcomes of these two assessments, the JSE Settlement 

Authority will propose a preferred candidate to be appointed by the JSE to fulfil the role of the CSD for a particular 

JSE market.  The JSE Board of Directors, upon recommendation of the Group Risk Management Committee, will be 

responsible for approving the CSD candidate prior to their formal appointment by the JSE.  

 

3.1. CSD ASSESSMENT CRITERIA 

 

The JSE will consider all the facts and information at its disposal with specific reference to the objects of the FMA 

and the JSE’s licensed duties and functions and will also specifically apply the criteria set out below to assess the 

suitability of a CSD candidate.   

a) The CSD must be licensed under section 29 of the FMA and meet the requirements for licensed CSDs as set 

out in the FMA.   

b) The CSD must have sufficient capital to ensure its ongoing long term financial viability.  

c) The CSD must have an appropriate number of CSD Participants. 

d) The CSD must have appropriate and effective arrangements to regulate the activities of its participants and 

to supervise and enforce compliance with the CSD rules and directives.  

e) The CSD must operate a resilient infrastructure, with appropriate policies and practices governing 

operational, IT and cyber resilience, and must have sophisticated and effective IT systems and risk 

management capabilities.  

f) The CSD must be able to integrate effectively and optimally with market stakeholders, including the JSE and 

its authorised users the CSD’s participants, payment systems and other stakeholders. 

g) The CSD must be able to adjust its operating model and systems to accommodate changes that may arise 

from time to time in the marketplace, including, for example, changes to IT systems of external stakeholders, 

new market practices etc.  

h) The CSD must have suitable business continuity policies and practices, and sufficient regulatory, operational 

and other capital to ensure that it is able to effectively operate as a CSD. 

i) The CSD must have sufficient and appropriately skilled staff to perform the services of the CSD and be able 

to accommodate the market operating hours in both normal and crisis scenarios.  

j) The CSD must demonstrate consideration of international standards and best practices for CSDs, and a 

framework by which the adoption of these standards is considered, especially in cases where South African 

regulations do not prescribe them.  

k) The CSD must be willing to be subjected to regular due diligence reviews by the JSE. 

 

 

3.2. MARKET SETTLEMENT RISK ASSESSMENT  

 

The appointment of a CSD may result in a new operating model for the relevant JSE’s market/s, and/or may result in 

an adjustment to an existing operating model.  An assessment must be conducted to determine whether this new 

and/or adjusted operating model introduces a material increase in operational risk to the market, and /or a material 
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increase in settlement risk.  The market settlement risk assessment must be thorough and comprehensive and will, 

inter alia, consider the following criteria: 

a) Does the introduction of the CSD increase or reduce the complexity of the market’s settlement process. 

b) Does the introduction of the CSD introduce new potential points of failure in the settlement process?  If so, 

can these points of failure be fully mitigated. 

c) Does the introduction of the CSD require material IT and operating model changes by numerous 

stakeholders, including the JSE and other market participants.  

d) What is the financial and/or reputational risk to the JSE and the South African financial markets should the 

CSD fail in adequately delivering its function and service to the JSE.  

 

 

4. ONGOING PERFORMANCE ASSESSMENT 

 

The JSE’s relationship with an appointed CSD will be governed by a Service Level Agreement (SLA).  The SLA will set 

out the services to be performed by the CSD, and the minimum levels of performance expected for each service.  

Regular SLA performance reports will be prepared by the CSD and presented to the JSE Settlement Authority every 

6 months.   

 

In the event of any material change from time to time in the risk profile of the CSD or if any material risk or incident 

materialises, or if the financial or regulatory status of the CSD changes (or a material change in status is anticipated 

by the CSD), the CSD must inform the JSE forthwith of such changes or expected changes in risk profile / status. 

 

Further, a due diligence assessment will be conducted every two years on all CSDs appointed by the JSE, and more 

regularly should circumstances require it, for example, if a material failure is observed, or a new market is being 

entered into.  The due diligence will assess the points listed above in sections 3.1 and 3.2.  The due diligence will be 

conducted by the JSE’s Settlement Authority and/or any third-party specialist services providers that it may appoint, 

and the results will be presented to the JSE Exco.  

 

Any deterioration of the CSDs performance or weakening of the CSDs financial or operational resilience identified 

during the due diligence assessment will be discussed with the CSD’s CEO, and a remediation plan will be expected 

with clearly set out remediation actions and timeframes.  The JSE will track completion of these remediation activities 

and will monitor whether the required improvement has been achieved by the CSD.  The severity of the identified 

areas of deterioration, and/or the inability of the CSD to adequately rectify performance will prompt the JSE to 

initiate a process to consider the replacement of the appointed CSD with an alternative.  

 

 

5. GOVERNANCE AND APPROVAL 

 

Responsibility for this policy rests with the Post-Trade Services Division of the JSE, who will undertake a review of 

this policy every two years, or earlier if appropriate.  Any changes to this policy will be recommended for 

consideration by JSE Exco. 

 

Formal approval of this policy and of any changes to this policy from time-to-time rests with the Group Risk 

Management Committee of the JSE Board.  
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6. DEFINITIONS 

 

 

Central securities depository 

(CSD) 

means a person who constitutes, maintains and provides an infrastructure 

for holding uncertificated securities, which enables the making of entries in 

respect of uncertificated securities, and which infrastructure includes a 

securities settlement system 

CSD Participant  means a central securities depository participant that has been accepted by 

a central securities depository as a participant in that central securities 

depository 

 

 


