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ways to facilitate this type of innovation, without the need for FCX to separately be approved as a 
clearing and settlement facility.  We are satisfied that our solution provides a safe, reliable and robust 
mechanism for the trades to be settled atomically – however if we, and others like us, also need to be 
regulated as clearing and settlement facilities, innovation in this area will be stifled, if not eliminated. 

A measured proportionate response (such as an exemption from the CS facility regime) would  enable 
and encourage alternate capabilities via a discrete/ring fenced implementation that can over time be 
more broadly implemented if the market and regulators believe It is useful.  

In parallel to encouraging this innovation it is FinClear’s view that the PJC Committee needs to help 
ensure the following outcomes:  

A. A high level group involving all of industry to design and develop the CHESS replacement
solution (not just oversight the ASX process)

B. A process to drive longer term regulatory reform that either encourages genuine competition or
enables innovation to be deployed in adjacent capabilities (per above).

As I outlined in my appearance at the PJC, there are a range of issues that make clear the case for 
change and underscore the importance of the PJC’s inquiry: 

1. The deficiencies, previously identified by the Council of Financial Regulators, in the current
regulatory framework for financial market infrastructure – including the lack of competition in
clearing and settlement for equities – continue to exist and are beginning to have real
consequences with the bungled replacement of the CHESS system

2. Replacing CHESS is urgent because the technology that underpins it is becoming obsolete along
with the resources (people) that are required for ongoing maintenance and development of the
technology.

3. ASX cannot be relied upon to fix what is critical infrastructure. It would be a mistake to leave it
to ASX to design a solution. ASX remains in a highly conflicted position and its competence to
deliver such a complex project is highly questionable.  At best it will lead to a piecemeal of
disparate technologies, entrenching monopoly, or at worst, to another aborted project.

4. Technology is moving fast: Distributed-ledger technologies are becoming more commonplace
globally: Hong Kong, Japan, and the NASDAQ in the US all have some versions of this. Here in
Australia, FCX (operated by FinClear) is aiming to be Australia's first centralised platform for
private company securities, to provide private investors with digital access to unlisted assets on
a DLT-based registry.

5. Every Australian is impacted because not getting this right impacts investment flow into
Australia and more importantly makes equities traded on behalf of superannuation less efficient
and with more costs - i.e. the fees and charges and deficiencies do have an impact on everyday
Australians.

Based on these findings, we would reinforce our call for the recommendations arising from the PJC’s 
inquiry to include:  
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