THE Nigerian S
STOCK EXCHANG

FAQs ON DIRECT CASH SETTLEMENT

1. Q. What is Direct Cash Settlement?
A. Direct Cash Settlement (DCS) is the process where proceeds from trades executed by
brokers on the Exchange settles directly into investors’ bank account.

2. Q. How would investor accounts be made available for Direct Cash Settlement?
A. Each client’s bank account details shall be provided by its broker-dealer to Central
Securities Clearing System Plc (CSCS), which is the agent of The Exchange for the clearing
and settlement of all securities traded on the Automated Trading System of The Exchange.

3. Q. How would this work?
A.

Settlement of each trade carried out on the Automated Trading System of The Exchange
shall be done by direct payment into the client’s account as provided to the CSCS.

e Within three working days of receiving instructions from a client that settlement should
be done by direct payment into such client’s account a broker-dealer shall:
i. Notify CSCS of the client’s instructions; and
ii. Provide the client’s account details

4. Q. Is Direct Cash Settlement compulsory for all investors?
A. No. Any client that declines direct cash payment into its account provided to CSCS shall
notify it of that fact by completing a Direct Cash Settlement notification form in which the
client shall make its preference known

5. Q. What would be the fate of investors who do not elect to come into the direct cash
settlement scheme?
A. Settlement of transactions carried out on behalf of any client whose account details are
not provided to CSCS shall be done by payment into the account of the client’s broker-
dealer firm.



6. Q. What sanctions are applicable to brokers who having received requisite instruction
from an investor and fails to honour the request to align to the direct settlement
framework?

A. Any broker-dealer that violates the provision of Rules and Regulations Governing Dealing
members, Amendments and Additions (Part Ill) 93B(d) shall be liable to pay a fine of
N250,000 in addition to any other sanction which The Exchange may impose.

7. Q. How would BVN affect the account opening process and KYC structure for
brokers?
A. Brokers would need to incorporate BVN validation as part of the KYC requirement.

8. Q. What is the process of disengaging the Service?
A. The investor is expected to make a formal request through his/her broker to CSCS Plc.

9. Q.How do Brokers handle Managed Accounts under Direct Settlement

A. Brokers will continue to receive proceeds of sales arising from Managed Accounts

10. Q. How will Nominal transfers be treated under the Direct Settlement regime

A. Nominal transfers will be treated using the ‘Off Market’ window. Approval from NSE is
forwarded to CSCS to effect the transfer once the administrative processes have been
duly completed

11. Q. How will foreign investors be treated in the DS regime
A. The Brokers’ cash account will continue to receive the proceeds for onward transmission

to the foreign investors unless they opt for Direct Cash Settlement by providing details
of their local bank account

12. Q. Explain how cross deals will be treated under DCS
A. Cross deals are like any other transaction, the proceed of sales will be credited to the

Seller as per their DCS status



13. Q. How will the Brokers' discounts to clients be handled

The broker will receive full Brokerage commission (currently 1.35%) and settle their
client accounts with respect to any other additional discounts agreed with the client at
T+3.

14. Q. In the event of earlier indebtedness to a Broker by a client, what happens?

The broker should communicate suchindebtedness to the CSCS with proof and copy the
client, with arequest to route the proceeds of the sales up to the amount owed to the
broker, to the broker’s account

15. Q. What is the process for account validation
A. The investor submits bank account details to their Broker with their BVN, the Broker
validates the BVN through the NIBSS portal, then the Broker submits to CSCS the

validated clients. CSCS then validates the bank account details with the respective banks
and updates its database with the validated information.

16. Q. How will the investors know their obligations and rights under DCS

A. Such shall be made known through an awareness campaign spearheaded by the
Securities and Exchanges Commission, The Nigerian Stock Exchange and the CSCS

18. Q. When does DCS Commence?

A. DCS commences on 4t January 2016. Clients who want to apply for DCS can contact
their brokers and opt for DCS by completing a DCS Application Form

19. Q. When will the Exchange commence the application of Rule 93(A)

The Exchange recognizes that Dealing firms will require time to come up to speed with
the process and will commence the application of the rules by 15t March 2016.

For further information, please contact:

+234 700 225 5673
Email: contactcenter@nse.com.ng



