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Scripless Securites Settle ment System (SSSS)
- and the Central Depository System (CDS)

Mas. S.Saru!'an

Introdution

Central Bank of Srilanka (CBSL) is
planning to implement a central Depository
system (CDS) and a scripless  securities
issued by the government commencing from
the for with quarter of 2003 under the SSSS,
Government Securities will be issued and
traded on scripless basis The CDS will
maintain a registry of owenership and
transactions of securities. The CDS will be
established in the public Debt Departmant
(PDD) of the (BSLM and the SSSS will

~provide facilities for recording the -

transactions between market participants.
The CBSL is at present finalizing procedure
of the system and making necessary legal
amendments the main System will be
developed by the service provider. Logica,
UK limited and the project is funded by the
World Bank.

Seripless Government securities

The govemment securities sach a
treasury bills and treasury Bonds are being
issued at present in the form of paper
certificates They are called scrip securities
The scripless are issued in data entry form
with out a paper certificate, To enable the
issuing and recording the transactions on
scripless  securities, a Computer bassed
central depository and a settlement system
will be installed when securities are
transferred from one to another the central
depository will record such title transfers
These securties will be settled through an

electronic - settlement  called  scripless
securities settlement system (SSSS) The
SSSS and the central depository are named as
Lanka secure”

Reasons

The main reason for moving from
scrip to scripless form is to improve
effrciency in the government depl securities
market by impoouing secondary market
frading and eliminating risks associated with
paper based securities sirce the system will
operate  electronically to all  market
participants i.e, primary dealers, banks and
investors. Under the proposed system the
central Depository system (CDS) will be the
registry as well as the custodian for
government securities The ownership of
securities will be recorded electronically in
the CDS At present, the transfers of
securities done by manual endorsement This
will be a kery safe sytem for holders of
gokernment securites to maintain recovds of
their ownership The corresponding payments
for securites or settlement of funds in
scripless securities is based on a real time
Gross settlement system (RIGS) through
which funds will be settled instantaneously

on real time.

Paperless transfers

The proposed SSS  system will
include a central Dopository system (CDS).
which will maintain a recond of title transfers
of all treasury Bills and Bords All primary
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dealers and commercial banks will be
members of the CDS and the SSS system
which will facilitate the transfers of securities
against corresprding fund transfers in the a
TGS. Then , the SSSS will in ferfack with the
GTGS system orreal so that higt value
transactions relating to primary and
secondary Treasary Bills markets can be
settled electronicully, online and
instantaneously, The system will also provide
ground to activate the secondary market for
trading of government securities, eliminating
most of the existing inefticiercies in markeét
related paper securities, Facilitating the
process of introducing more sephistiated
securities trading features to reduce in the
cost of raising governmeat debt finance
enhance the scope of the open market
operations and to develop the repurchase
(repo) marhet. More importantly, this will
enable the CBSL to efficienty handle the
interest payments and redemptions on
government securities with out incurring a
huge administration work.

Center Depository system (CDS)

The cender Dopositroy system (CDS)
is a computer based data recording system
which records the holdings of government
securities this will be a customer based
depository. At any given point in time, the
holders of scripts in the CDS will be able to
obtain confirmoation for their holdings. The
trarsfer of holdings of scripless securities will
be recorded electronically in the CDS
according to instructions received from
participants of the system i.e primary dealers
and licensed commercial banks The CDS

will be linked to participating institutions
which trade ingovernment securties. The

CDS will issue monthily statements
confirming the blances held by the investors
in government securities The CDS = will
also  advice the parties involved in a
transaction whenever a trarsaction is carried
out with in the system.

Seripless securities settlement system

The scripless securities sefttlement
system (SSSS) will enable the settlement of
government securities transactions
electronically. Online in a computer based
system. Whenever, a transaction tahes place,
securities will be transferred from ore
account to another. In an outright buying and
selling transaction. For instance there will be
a buyer who will receive securities and his
account will be credited with securites and
the seller’s securities account will be debited.
The buyer of securities will pay money
through the TGS which is instantaneous.
Given these electronic and efficient system it
is expected that there will be a large number
of transactions taking place in any given
business day in the government debt
securities on account of all these transactions
will be recorded through the SSSS.

Partieipants

There are two categories of
participants in the CDS and SSSS. They are
a. Primary dealers and licensed commercial
banks who are called dealer direct
participants and
b. Any other institution permitted by the
monetary board who are called direct
participants '

The dealer direct participants will
maintain accounts on their own account and
on behalf of their customers. The direct
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partici pants will maintain accounts only on
their own account.
Advantages

Now, it is the right time for us to
understand the usefullness and the necessity
of such a system to Srilanka The necessity of
a scripless securities system and a Depository
has been a subject ol discussion since 1995
However, for many reasons this project was
delayed.

he necessity of a SSSS may be
justified in the current marhet for
government sccurities in Srilanka due to
several reasons
L. The need for the movement of physical
scrips has caused a number of difficulties in
both primary and secondary markets.

IL. The securities trading system with scrips
may create risks to market participants. Risks
involved in movement of physical scrips will
be reduced by a central Depository system
which will keep electronic records. The CDS,
which will be established at the CBSL will
be safe place for maintaining records.
HLOne advantage of having a central
Depository with the scriples securities system
is that it will eacourage the market
development with application of new
technology Transactions by using scrips as
available at preseat limit application of
technological innovations New SSSS and the
CDS will run in an electronic environment
and settlements for securities transactions
will also be performend on an electronic
platform. The proposed system will provide

for application of technological innovations
while introducing state of the art technology
to the securities market. The proposed CDS
and SSSS will be designed to run on an
advanced technological environment, which
will be customized to Srilanka market
situation.

IV.Introduction of a SSSS and a CDS to
securities transactions will pave the way for
market development trading and settlement
for securities transactions will take place
immediately thas expanding the popularity of
securities. It will  encourage  more
investments in the securities markel and
target volume of transactions in the secordary
market with the increased demand for
securities, The government will be able to
reduce its cost of borrowing

A Successful SSSS and a CDS will

* Enhance the secondary market for
government securities

* Meet monetary and financial objectivers
Meet business and operational needs of
the participants

¢ Bean cfficient system

* Be consistent with the framemork of
payments and settlements

* Be consistent with the international best
practices

Reference:-
International monitory management .
Prof M.Nadarajasundaram, management
focus, management student union.
University of Jaffna
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Just the union of two happy souls. . for a wadding is no placa for a benk to be, right? Wrong. Look again and
you catch a glimpse of Commercial Bank's presence. Two contented customers, their destinies intertwined

and simultaneously sel free, thanks to a Pahan Personal Loan from Commercial Bank,

Pahan Personal Loans make not orly your fairytale wedding a reality, but also that latest laptop, that dream
holiday or the living room set you covet - yours alone. Go on. Dream your dreams. Pahan Personal Loans will
make them coma trug.

Light up your life - with a Pahan Parsonal Loan
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